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Q: Are there any changes to the creation of a Bank’s corporate governance 
and risk management framework? 

 

A: Yes, all Banks are now required to create a Sustainable Finance Framework or embed 
sustainability principles, including those covering environmental and social risks areas, in 
their corporate governance framework, risk management systems, and strategic 
objectives which must be consistent with the Bank’s size, risk profile, and complexity of 
operations. 

 
 

Q: What is the coverage of the Sustainable Finance Framework? 
 

A: All banks, including foreign banks are required create a sustainable finance policy 
framework thru the drafting of the Environmental and Social Risk Management System 
(ESRMS). 

 
Q: What should the ESRMS contain? 
 

A: At a minimum it must: 
 

1) Define the level of risk appetite of the bank on Environmental and Social risks; 
2) Provide clear guidance in assessing Environmental and Social risks; 
3) Provide the tools for monitoring and assessing Environmental and Social risks; 
4) Integrate Environmental and Social risks in stress testing exercises; an 
5) Identify the unit responsible for overseeing the management of Environmental and 

Social risks. 
 

Q: Are there any changes to the reporting of the Annual Report requirement 
of the Bank relating to the new Sustainable Finance Framework? 

 

A: Yes, Banks are required to disclose the following in their Annual Report: 
1) Sustainability strategic objectives and risk appetite; 
2) Overview of Environmental and Social risks management system; 
3) Products/Services aligned with internationally recognized sustainability standards 

and practices; 
4) Breakdown of Environmental and Social risks exposures; 
5) Information on existing and emerging Environmental and Social risks and their 

impact; 
6) Other initiatives to promote adherence to internationally recognized sustainability 

standards and practice; and 
7) Progress of Implementation of initiatives undertaken to integrate sustainability 

principles. 
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Q: When is Bank required to comply with the creation of the Sustainable 
Finance Framework? 

 

A: Banks are given a period of three (3) years from effectivity of BSP Circular No. 1085 within 
which to comply with the Sustainable Finance Framework. 

 
Additionally, Banks are required to provide board-approved transition plan upon 
request of the BSP starting six (6) months from effectivity of BSP Circular No. 1085. 

 
 
Disclaimer: The information in this article is for general information only and is not intended nor 
should be construed as a substitute for legal advice on any specific matter. A professional legal 
advice is still advisable and necessary. 


