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[bookmark: OLE_LINK6]Guidance 1: Illustrative table of contents (ToC) for climate risk management policy
How to use this tool
· A climate risk policy should follow the same style and structure as existing policy documents, such as the ESG risk policy. 
· The table of contents offers suggestions for inclusion, but the policy document does not need to be exhaustive in answering these questions.
· This tool can be used as both a self-assessment and as a drafting checklist during policy development.
· The Developing FI core content column outlines realistic practical expectations for FIs and MFIs in emerging markets. 
·  The Advanced FI inclusions column provides aspirational benchmarks for continuous improvement or regulatory engagement.
· The aim is to balance the initial climate risk management learning curve with the need for policies that match the level of climate-related exposures.



Key recommendations for developing a climate risk management policy	
Drawing on best practice, a clear and comprehensive climate risk management policy should include the following sections:
	
1. [bookmark: OLE_LINK2]Purpose and scope – Explaining why the policy exists, what it covers and how it aligns with institutional strategy and regulatory requirements.
a. Key questions to address
i. Why is this policy document needed?
ii. What are its main objectives and intended outcomes?
iii. Which activities, assets or risks are in or out of scope?
iv. How does the policy fit within the wider business context?
v. Who are its key users and stakeholders?
b. Recommendations for Developing-stage FIs
i. Concise statement linking climate risk to overall enterprise risk and opportunity
ii. Clear articulation of regulatory and stakeholder drivers
iii. Clear definition of policy scope across business lines, geographies and risk categories
iv. List of activities included within the policy
v. Explicit link to organisational strategy and values
c. Inclusions recommended for Advanced-stage FIs
i. Integration with ESG, sustainability and risk management frameworks
ii. Positioning the policy as integral to long-term business resilience
iii. Holistic view on climate risk interdependencies across social, environmental and financial dimensions 
iv. Alignment with the SDGs, Paris Agreement, or sector transition pathways
v. Inclusion in public strategy statements and capital allocation rationale

2. Position statement – Outlining the institution’s formal stance on climate change and its associated risks and impacts.
a. [bookmark: OLE_LINK3]Key questions to be addressed
i. How is climate change viewed and prioritised?
ii. What is the institution’s public and internal position?
iii. What specific commitments are being made?
iv. How does this align with the institution’s broader values?
v. What are the guiding principles for action?
b. Recommendations for Developing-stage FIs
i. Formal statement recognising climate risk as material
ii. Acknowledgement of responsibility to manage climate impact
iii. Commitment to regulatory compliance and best practice
iv. Reference to supporting SDGs or other sustainability-related commitments
v. Statement of support for international frameworks and standards such as IFRS S2
c. Inclusions recommended for Advanced-stage FIs
i. Explicit target for net zero or portfolio alignment
ii. Commitment to science-based targets or credible sectoral decarbonisation pathways
iii. Reference to just transition, climate justice and local community resilience
iv. Clear position on biodiversity and nature-based risks and opportunities (see also climate-biodiversity nexus risks)
v. Public disclosure of position, renewed periodically

3. Governance structure – Outlining the oversight of climate risks with explicit roles and responsibilities defined across three lines of defence as well as escalation criteria and protocols.
a. [bookmark: OLE_LINK4]Key questions to be addressed
i. Who has accountability and oversight?
ii. How are roles and responsibilities embedded in existing structures?
iii. What is the escalation process for climate issues?
iv. How is governance effectiveness monitored?
b. Recommendations for Developing-stage FIs
i. Board-level responsibility explicitly named and scoped
ii. Clear definition of 1st, 2nd and 3rd line roles and decision rights
iii. List of regular climate risk reporting mechanisms
iv. Escalation protocols for material climate risk exposures
v. Inclusion of climate in relevant governance charters and terms of reference
c. Inclusions recommended for Advanced-stage FIs
i. Integration of climate metrics into senior management KPIs and incentives
ii. Cross-committee collaboration across risk, strategy, sustainability, audit departments
iii. Board and executive training on climate and stewardship activities
iv. Regular independent effectiveness reviews of climate governance
v. Stakeholder engagement on governance effectiveness

4. Integration with overall strategy – Explaining how climate risk in considered in strategy setting, business planning and portfolio management.
a. [bookmark: OLE_LINK5]Key questions to be addressed
i. How are climate risk and opportunities embedded in business strategy?
ii. How does climate risk affect business planning and capital allocation?
iii. What scenarios affect the strategy?
iv. How is portfolio resilience assessed?
v. How are climate priorities reflected in growth or divestment plans?
b. Recommendations for Developing-stage FIs
i. Refer to climate risk annual business and strategic planning cycles
ii. Acknowledge of climate impacts in key markets or products
iii. Consider physical and transition risks in strategy papers
iv. Initial mapping of strategic climate-sensitive sectors and clients
v. Reference how basic scenario analysis outcomes influencing plans
c. Inclusions recommended for Advanced-stage FIs
i. Use of forward-looking scenario analysis in strategic decision-making
ii. Demonstrating business model adaptation for climate resilience
iii. Climate scenario-informed capital allocation and product innovation
iv. Portfolio alignment with net-zero or sectoral pathways
v. Quantitative stress testing informing strategic pivots

5. Risk management framework – Covering procedures for identification, (materiality) assessment, mitigation and monitoring of climate risks as well as explicit integration of climate risks to existing policies and processes within the transaction cycle.
a. Key questions to be addressed
i. How are climate risks identified, assessed, managed and monitored?
ii. What are the integration points with existing risk processes?
iii. How are materiality thresholds set?
iv. What controls and procedures are required?
v. How is risk ownership assigned and constructed?
b. Recommendations for Developing-stage FIs
i. Documented procedures for physical and transition risk identification
ii. Materiality criteria and escalation triggers defined
iii. Climate risk integrated into credit, operational and market risk reviews
iv. Minimum due diligence and monitoring expectations for flagged transactions
v. Reference use of climate risk screening matrices and requisite data collection templates
c. Inclusions recommended for Advanced-stage FIs
i. Embedded climate risk assessment in all risk types and transaction phases
ii. Dynamic updating of risk identification/assessment based on new evidence
iii. Use of advanced risk models, scenario analysis, and/or third-party analytics
iv. Automated escalation for material climate exposures
v. Periodic review of climate risk controls and lessons learned

6. Risk appetite – Defining the board-approved boundaries for acceptable climate risks, links to lending and investment limits, sectoral restrictions and overall portfolio goals.
a. Key questions to be addressed
i. What climate risks are considered acceptable or tolerable?
ii. How are limits, constraints and tolerances defined and operationalised?
iii. How are sector and geographic concentration risks managed?
iv. How is risk appetite reviewed and updated?
v. How is the risk appetite communicated to business lines?
b. Recommendations for Developing-stage FIs
i. Statement of risk boundaries for key climate risk types
ii. Qualitative and quantitative limits, such as sectoral exclusions, maximum exposures on a sector, hazard and geography level
iii. Risk appetite aligned with regulatory guidance and board risk tolerance
iv. Process for periodic review of climate risk appetite
v. Communication of appetite to relevant business and risk teams
c. Inclusions recommended for Advanced-stage FIs
i. Dynamic risk appetite metrics informed by scenario analysis
ii. Forward-looking, risk-based caps for high-risk sectors, geographies, and clients
iii. Integration of climate metrics into business line performance management
iv. Stress-tested risk appetite reviewed in response to market and regulatory changes
v. Direct links between climate risk limits and capital allocation

7. Metrics and targets – Outlining the key indicators to be formally tracked such as financed emissions, physical risk exposures and climate-aligned lending volumes. These may be used for performance management as well as climate-linked executive remuneration.
a. Key questions to be addressed
i. Which climate metrics are tracked and why?
ii. What targets have been set?
iii. How is progress measured, reviewed, audited and reported?
iv. What data sources and methodologies are used?
v. How are metrics and targets integrated into management processes?
vi. Are these figures independently audited?
b. Recommendations for Developing-stage FIs
i. Portfolio-level indicators with sector and geography decision trees where relevant
ii. Identification of key metrics for physical and transition risk tracking
iii. Baseline and initial targets for climate risk reduction and mitigation
iv. Reference to data quality and calculation methodologies
v. Annual review of progress against stated targets
c. Inclusions recommended for Advanced-stage FIs
i. Adoption of science-based targets or Paris alignment for portfolio
ii. Public disclosure of absolute emissions and relative emissions reductions
iii. Advanced forward-looking metrics incorporated into decision-making processes
iv. Integration of metrics and targets into executive dashboards and incentive systems
v. Regular benchmarking against peers and emerging standards

8. Data and tooling – Covering data collection practices, quality management and analytical tools and techniques used for climate risk management.
a. Key questions to be addressed
i. What data is needed to measure and manage climate risk?
ii. What are the main sources of data – internal or external?
iii. How is data (collection) quality assured?
iv. Which tools or methodologies are used to support risk management and decision-making?
v. How are tools kept current and fit for purpose?
b. Recommendations for Developing-stage’ FIs
i. Identification of key data sources – internal and external
ii. Minimum data requirements for new transactions and portfolio reviews
iii. Basic quality control procedure for climate-related data
iv. List of approved risk assessment tools
v. Assignment of responsibility for data and tool management
c. Inclusions recommended for Advanced-stage FIs
i. Use of integrated climate data platforms spanning all risk types
ii. Automated data validation and analytics for real-time risk insights
iii. Regular updating of tools to reflect scientific and regulatory advances
iv. Linking climate data and tools to enterprise data management systems
v. Participation in data-sharing/industry consortia for benchmarking

9. Reporting and disclosure – Explaining commitments to internal and external stakeholder requirements as well as disclosure standards, such as IFRS S2 alignment.
a. Key questions to be addressed
i. What are the internal and external reporting requirements?
ii. How frequently is climate risk reported and to whom?
iii. What are the mandatory and voluntary disclosures?
iv. Which frameworks are referenced for alignment?
v. How is reporting quality and assurance ensured?
b. Recommendations for Developing-stage FIs
i. Commitment to regular, such as annual climate risk reports to boards and executives
ii. Alignment with credible and recognised disclosure frameworks such as IFRS S2, or the TPT framework 
iii. Overview of key disclosure topics – governance, strategy, risk management, metrics
iv. Clear assignment of responsibility for report preparation
v. Statement of process for review and Board approval of disclosures
c. Inclusions recommended for Advanced-stage FIs
i. Use of real-time internal dashboards for risk tracking
ii. Public disclosures with independent third-party assurance
iii. Cross-referencing with sustainability, ESG and financial disclosures
iv. Forward-looking scenario and stress test results included in disclosures
v. Stakeholder feedback mechanisms on report usefulness and completeness

10. Training and culture – Outlining the approach for raising staff literacy and proficiency to handle climate risk considerations in their day-to-day work, as well as initiatives to embed climate risk awareness across the organisation.
a. Key questions to be addressed
i. How is climate risk awareness and capability built in the organisation?
ii. Which staff are trained and in what areas?
iii. How is climate risk embedded into day-to-day practices?
iv. What is the approach to culture change?
v. How is training effectiveness measured?
b. Recommendations for Developing-stage FIs
i. Formal training plan for relevant staff
ii. Targeted modules on climate risk concepts and policy requirements
iii. Onboarding materials for new staff covering responsibilities
iv. Periodic refresher and capacity-building sessions
v. Senior management endorsement of climate risk education
c. Inclusions recommended for Advanced-stage FIs
i. Institution-wide climate literacy campaigns
ii. Tailored, certified trainings for the board, executives and other high-risk functions
iii. Embedding climate risk into core values, recognition frameworks and reward systems
iv. Staff incentives tied to climate risk management objectives
v. Evaluation of training effectiveness via KPIs, exams or culture surveys

11. Policy review and updates – Covering the frequency, triggers and process for formally reviewing and updating the climate risk management policy, with transparent documentation trail.
a. Key questions to be addressed
i. How often is the policy reviewed and updated?
ii. What triggers a review?
iii. Who is responsible for monitoring and revision?
iv. How are changes tracked and communicated?
v. How does the review process support continuous improvement?
b. Recommendations for Developing-stage FIs
i. Defined schedule for formal review, such as annual or biannual
ii. List of triggers – regulatory, market, portfolio changes, incidents etc
iii. Responsibility assigned as per RACI matrix for key processes
iv. Documentation and tracking of all updates
v. Communication of updates to relevant staff and stakeholders
c. Inclusions recommended for Advanced-stage FIs
i. Real-time risk intelligence used to trigger policy updates
ii. Feedback loops and rapid learning from incidents, audits, and external reviews
iii. Stakeholder consultation in revision process
iv. Transparent revision history with rationale for changes
v. Continuous improvement approach with lessons learned
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