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Banking Supervision Department’s Strategic Plan on Sustainability and Climate-Related Risks

1.0 INTRODUCTION

This document is the strategic plan of the Banking
Supervision Department (BSD) on climate-related
risks and sustainability issues for the four-year
period, 2024-2028. The objectives of this strategic
plan are to:

a. Ensure a more holistic supervisory view of
climate change and sustainability-related
risks and issues within the financial system
in Ghana;

b. Facilitate synergies between the various
supervisory structures within the Bank of
Ghana (BOG) to ensure a rigorous, consistent
and proportionate approach to regulation
and supervision of material climate-related
risks within Regulated Financial Institutions
(RFIs);

c. Integrate climate-related risks and
sustainability into BOG's supervisory
processes, including offsite monitoring, Risk-
Based Supervision (RBS) and the Supervisory
Review Process (SRP) under Pillar 2 of the
Basel capital framework;

d. Align BOG's supervisory practice with the
expectations of the Basel Committee on
Banking Supervision (BCBS) Principles for
the effective management and supervision of
climate-related financial risks and BCBS Core
principles for effective banking supervision?;
and

e. Strengthen collaboration with local and
international agencies and stakeholders and
support BOG's participation in the relevant
supervisory networks on climate-related
issues including the Network for Greening
the Financial System (NGFS), Sustainable
Banking and Finance Network (SBFN) and
Alliance for Financial Inclusion (AFI)2.

This strategic plan serves as a guide to BOG staff
on strategic objectives of the BOG (“Bank”) aimed
at addressing risks to financial stability arising from
climate change and sustainability-related issues for
the period 2024 to 2028. It also informs external
stakeholders on the Bank’s function and strategic
priorities regarding climate-related risks and
sustainability. The expectation is that this strategic

plan will also contribute to the government’s
efforts towards the achievement of its sustainable
development aspirations envisaged for the country.

2.0 BACKGROUND AND RATIONALE

The mandate of the BOG, as stated in the Bank of
Ghana Act, 2002 (Act 612), and as amended by the
Bank of Ghana (Amendment) Act, 2016 (Act 918),
is to maintain stability in the general level of prices
and contribute to the promotion and maintenance
of financial stability. The Bank is also mandated to,
without prejudice to its primary objective, support
initiatives that promote economic growth and the
effective and efficient operation of banking and
credit systems.

The financial stability mandate of the Bank implicitly
grants BOG the powers to address material risks
from climate change events and sustainability issues
within the banking industry. It is therefore necessary
for BOG to develop and implement appropriate
prudential policy instruments to address threats
of climate-related physical and transition risks to
financial stability and to support an orderly and a
just transition to low-carbon, sustainable and more
resilient economy.

Following the publication of the BCBS principles on
effective management and supervision of climate-
related financial risks in June 2022, its consultative
document on disclosures in November 2023, and
the International Financial Reporting Standards
(IFRS) on sustainability (S1) and climate-related
Disclosures (S2) in June 2023, BSD has initiated
several activities aimed at aligning BOG's regulatory
framework and supervisory practices with emerging
international standards and practices on climate-
related financial risks and sustainability. This is
particularly important given that these risks, if not
identified and appropriately mitigated in a timely
manner, could adversely impact financial stability in
Ghana.

This strategic plan aims to align BOG's processes
with the Basel principles on management,
supervision, and disclosure of climate-related

+ BCBS published the principles for the effective management and supervision of climate-related financial risks in June 2022 and the revised Core

Principles for effective banking supervision in April 2024.

| 2 Ghanais also a member of the Basel Consultative Group (BCG).
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risks and takes into consideration the five (5)
recommendations by NGFS on how to effectively
integrate climate-related and environmental risks
into prudential supervision®. The strategic plan
also takes into account the Bank’s commitment
to contribute to the effort by the financial sector
towards addressing sustainability and climate-
related concerns, with the twin goals of enhancing
the management of environmental and social risks
and facilitating efficient allocation of capital to
activities with positive climate, environmental and
social impact through, amongst others, enhanced
disclosure of climate-related risks and sustainability
by RFls and corporates*.

Consistent with its financial stability mandate,
BOG will not be raising or lowering the regulatory
minimum capital requirements for any exposures
for the sole purpose of unduly incentivizing lending
to green and sustainable projects or transition to a
low-carbon economy?®. It will however, require RFls
to effectively manage and appropriately consider
climate-related risks and sustainability issues. This
could result in RFIs reducing financing of activities
that are not sustainable in the long run or, in some
instances, the need for them to hold additional
internal capital under Pillar 2 of the Basel Capital
Framework to cushion against material climate-
related risks®.

3.0 CONTEXTFORCLIMATECHANGE
AND SUSTAINABILITY CONCEPT

In 2015, BOG adopted the concept of sustainable
banking in response to both domestic and global
developments in the areas of climate change and
other Environmental, Social and Governance (ESG)
issues, and increasing awareness of the potential
adverse impact of extreme climate risk events
and sustainability issues on financial stability and

macroeconomic development. Sustainable banking
from the Bank’s perspective is therefore a strategic
priority that affects its core function particularly as
it relates to promoting and maintaining financial
stability. Examples of relevant climate-related and
sustainability issues in Ghana, which could impact
the performance of RFls, include:

a. Evidence of extreme weather conditions with
high incidences of flooding and droughts’;

b. Evidence of Ghana losing its forest with total
loss projected by 2040;

c. Evidence of temperature increase over the
past decade with less predictable rainfall
patterns®;

d. Environmental degradation such as water
and air pollution, waste management, etc;
and

e. Social issues such as gender inequality,
workplace diversity concerns, and issues
related to financial inclusion

The recognised threat of climate change events and
wider sustainability issues on individual RFls and
overall financial stability shall continue to guide the
Bank’s policy direction in this rapidly evolving policy
area. The Bank therefore, in the next four years will
explore how climate-related risks and sustainability
can be effectively integrated into RFI's governance,
risk management frameworks, strategy formulation,
and other processes as well as BOG's regulatory
frameworks and supervisory processes. This will
include the integration of climate-related risks into
RBS, SRP, solvency stress testing and Business
Model Analysis (BMAY)°.

40 THEFOUR-YEARSTRATEGIC
PLAN

In recent vyears, there has been increasing

recognition at the international level that climate

3 The NGFS published the Guide to Supervisors: Integrating climate-related and environmental risks into prudential supervision in May 2020 and the

Progress report on the Guide for Supervisors in October 2021.

4 Enhanced climate-related and sustainability disclosure requirements will improve trust and confidence in company disclosures and contribute to proper
pricing of climate-related risks and, potentially, unlocking of the much-needed investment in climate change mitigation and adaptation.
° Currently, there is limited empirical evidence of risk differentials between green and non-green exposures to inform the calibration of Pillar 1

requirements for climate-related risks.

¢ Based on its supervisory assessment, BOG may also require RFls to: strengthen their risk management, reduce exposure to climate-related risks, or hold

additional capital under Pillar 2.

7 Extreme rainfall events have increased and the recurrence of both floods and associated risks of landslides, and drought is becoming a common
phenomenon. The coastal regions of Ghana are also likely to be affected by further sea level rise and storm surges by the end of this century.

8 Temperature expected to increase further, ranging from 1.4 to 4.2°C by the end of the century.

? Climate-related risks can impact on viability and sustainability of an RFI's business model.
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change and sustainability will affect the financial
system. Studies jurisdictions have
shown strong linkages between climate-related
and environmental risks and the stability of the
banking system?°. According to the research, these
risks can affect RFIs’ safety and soundness by
driving or amplifying traditional risks such as credit,
market, operational, reputational and liquidity
risks, among others. Promoting the preparedness
and resilience of RFls to climate-related risks and
sustainability issues requires the development
of a strategy and comprehensive work plan to
ensure the design and effective deployment of
robust and proportional policies and tools for the
effective management, supervision and disclosure
of these risks. This strategic plan highlights key
actions and activities that will be undertaken by
BOG to ensure full integration of climate-related
risks and sustainability into regulatory frameworks
and supervisory activities to achieve the Bank’s
financial stability mandate.

in several

The key strategic responsibilities that the Bank
will focus on around climate-related risks and
sustainability in the next four years will include the
following:

1. Determination of transmission channels and
materiality of climate-related risks for banks
and the banking system in Ghana;

2. Development of a clear strategy, the
establishment of an internal organisation,
and allocation of adequate resources to
address climate-related risks;

3. Identification of RFls exposures that are
vulnerable to climate-related risks and
assessment of potential losses should these
risks crystallise;

4., Development and implementation of
supervisory expectations (Directive) on
management and disclosure of climate-
related financial risks and sustainability??;

5. Assessment of the quality of RFl's
management and disclosure of climate-

related risks and sustainability, and
formulation of risk mitigating action, where
necessary (see Appendix Il for BOG's
approach to integration of Climate-Related
risks and Sustainability into supervisory
planning and assessment);

6. Coordination and collaboration with other
financial sector regulators and stakeholders
on climate-related risks and sustainability
issues;

7. Contribution to policy work being undertaken
by BCBS, NGFS, Sustainable Banking and
Finance Network (SBFN) and Alliance for
Financial Inclusion (AFI) through membership
in the relevant workstreams and taskforces;

8. Development of tools including data
templates to enhance supervisory reporting
and prudential disclosure of climate-related
risks and sustainability issues??;

9. Undertaking research on climate
and  sustainability-related  topics,
dissemination of relevant findings from such
research and analysis; and

10. Contributing to capacity building on climate-
related risks and sustainability through
awareness-raising initiatives for all key
stakeholders and facilitating the activities
of the banking sector Capacity Building
Working Group®.

and

To achieve the above strategic responsibilities,
specific steps (actions) have been designed for
each of the responsibilities in the work plan, which
is aimed at integrating climate-related risks and
sustainability into BOG’s prudential supervision.
Please see Appendix | for the detailed workplan on
Climate-Related Risks and Sustainability.

5.0 THESTRATEGICENABLERS

The achievement of this strategic plan is largely
dependent on how BSD organises its internal

10 For example, a study of impact of extreme weather episodes on the Philippine banking sector found that extreme weather conditions adversely impact
on banks' deposit labilities, non-performing loans (NPLs), profitability, growth in loan portfolio and business operations.
' The supervisory expectations are aimed at creating transparency for RFls in relation to BOG's understanding of a prudent approach to climate-related

financial risks.

2 This is to, amongst others, contribute to the improvement in the collection and availability of reliable, granular, consistent and comparable climate-
related data to facilitate the monitoring and assessment of RFls" exposure to climate-related risks.
13 The specific initiatives to include seminars, workshops and roundtables on topical issues on climate change, sustainability, green finance, disclosures
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capabilities to deliver on its mandate. The identified
strategic enablers are staff and knowledge,
communication and information, and resources.

51 Staff and Knowledge

The desired outcome is to have adequate staff
with the requisite knowledge and expertise to
drive the integration of climate-related risks
into the prudential process and BOG'’s overall
sustainability agenda. To achieve this, BSD will
develop knowledge updates for supervisory staff
within the Bank to deepen their understanding of
climate and sustainability issues to ensure rigorous
and proportional assessment of RFIs exposure to
the relevant risks and facilitate full incorporation of
climate-related risks and sustainability issues into
BOG's prudential policies and processes, and RFI’s
risk management frameworks. The key initiatives,
in this regard, will be to:

a. Develop and implement training programs
for staff on climate change and sustainability
issues; and

b. Collaborate with all BOG supervisory
structures to improve communication and
engagement on sustainability and climate
risks.

5.2 Communication and Information
The desired outcome is to communicate policy
decisions on climate-related risks and sustainability
issues including the outcome of studies, industry
surveys and pilot reviews conducted in an accurate
and clear manner and active engagement with key
internal and external stakeholders.

5.3 Resources

The desired outcome is to ensure adequate
resources are allocated to the Climate and
Sustainability Office to better assess and mitigate
climate-related risks and sustainability issues
within the financial industry, and to facilitate the
implementation of this strategic plan.

6.0 INITIATIVE TO INTEGRATE

SUSTAINABILITY INTO
SUPERVISORY ACTIVITIES

What has been done.

In line with the National Development Plan, the
UN Sustainable Development Goals (SDGs) and
the UN Framework Convention on Climate Change
(UNFCCC), the BOG through a multistakeholder
approach including the Environmental Protection
Agency (EPA) and Ghana Association of Banks
(GAB) set up a committee in 2015 to develop a set
of guiding principles for the Banking industry to
underpin effective environmental and social risk
management frameworks of banks.

The principles which focus on broad sustainability
elements (ESG), were prepared by the Committee
with inputs from key stakeholders including the
Ministries, Departments and Agencies (MDAs),
Civil Society Organisations, Academia, the
International Finance Corporation (IFC) team on
Environmental, Social and Governance (ESG),
United Nations Environment Programme Finance
Initiative (UNEPFI), Central Bank of Nigeria, Bank
of Bangladesh, Central Bank of Kenya, and Kenya
Bankers Association.

The Bank, through the effort of the Committee,
came up with seven Sustainable Banking Principles
with five Sector Guidance Notes. The ambition of
the framework is emphasised by its wide scope
of application (all financial institutions’ activities)
and its supporting sector-specific guideline
documents for Ghana'’s five key economic sectors:
Agriculture & Forestry; Construction & Real Estate;
Manufacturing; Oil & Gas and Mining; and Power
& Energy. The industry-specific guidelines and
supporting tools provide financial institutions
with additional detailed and operational guidance
on managing sensitive activities in terms of
Environment and Social (E&S) risks.
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These principles were launched in 2019 for
implementation. All 23 Chief Executive Officers
(CEOs) of banks in Ghana signed off and committed
to the principles, which increased the leverage and
potential impact of the framework given its initial
voluntary nature.

In 2020, the Bank collaborated with the IFC
to develop reporting templates for banks in
furtherance of its commitment to support the
sustainable banking concept, which promotes good
environmental, social, and governance practices in
the banking business, financial inclusion, gender
equality, resource efficiency, and sustainable
consumption and production. The templates were
designed to monitor progress made by banks
following the signing-off of the Sustainable Banking
Principles (SBPs) by the CEOs of banks in 2019.

The SBPs are as follows:

1. Identifying, measuring, mitigating,
monitoring environmental and social risks;
and identifying environmental and social
opportunities in bank business activities;

2. Promoting good environmental and social
governance practices in banks' internal
business operations;

3. Strengthening good corporate governance
and ethical standards;

4. Fostering gender equality;

5. Facilitating financial inclusion;

and

6. Enhancing resource efficiency  and
sustainable consumption and production;
and

7. Compliance reporting.

The past few years have shown consistent
improvement in banks’ compliance with the SBPs.
The Bank in the next four years will continue to
dialogue with RFIs to ensure full implementation
of the principles.

The progress made thus far in implementing the
SBPs is largely attributable to BOG’s ongoing efforts
to raise awareness among Ghanaian banks about
the importance of sustainability and the potential
negative impacts on the safety and soundness of
the financial sector if these issues are not addressed.

7.0 EXECUTION OF THE STRATEGIC

PLAN

To facilitate the implementation of the seven
Sustainable Banking Principles and the five Sector
Guidance Notes, the Bank has embarked on several
capacity building and awareness programmes for
banks and supervisory staff of the Bank.

The Bank of Ghana in 2021, collaborated with
key stakeholders and developed training materials
on Principle 1 which was rolled out in 2022 for
training of industry. In the next four years, BOG
shall continue to focus on the development of
industry and supervisory staff capacity on climate-
related risks and other elements of sustainability.
Specifically, banks and supervisors shall be
exposed to the tenets of the proposed directive
on management and disclosure of climate-related
financial risk. The Climate and Sustainability Office
shall liaise with development partners for training
on climate change and its impact on the financial
sector, sustainability, sustainable finance, and
emerging international disclosure standards on
sustainability and climate-related risks.

8.0 COORDINATION AND
COLLABORATION

The Bank will continue to work with all key local
and international stakeholders to promote and
share experiences on the integration of climate-
related risks and relevant sustainability elements
applicable to Ghana's context into its micro-
prudential frameworks to ensure the safety and
soundness of RFls. These stakeholders shall include
the following:
e The Network for Greening the Financial
System (NGFS);
e Sustainable Banking and Finance Network
(SBFN);
e Alliance for Financial Inclusion (AFI);
e International Finance Corporation (IFC);
e Institute of Chartered Accountants, Ghana
(ICAG);
The World Bank;
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e International Monetary Fund (IMF) and
AFRITAC West 2;

e Financial sector regulators;

e  Ministry of Finance (MOF);

e Environmental Protection Agency (EPA);

e Ghana Association of Bankers (GAB);

e  Ministry of Environment (MOE);

e Ghana Meteorological Agency (GMet); and

e Academia including University of Ghana,
University of Cape Coast (UCC) and
Kwame Nkrumah University of Science and

Technology (KNUST).

9.0 DEVELOPMENT OF
SUSTAINABLE FINANCE
ROADMAP IN GHANA

The Bank for the next four years will serve as a
coordinating entity, and in collaboration with other
key stakeholders, will develop a wider strategic
Sustainable Finance Roadmap for the financial
sector in Ghana. These will include all the regulatory
bodies within the Ghanaian financial system, the
Ministry of Finance, other relevant ministries,
the Ghana Stock Exchange (GSE), and academia.

The Sustainable Finance Roadmap will, amongst
others, set out the planned actions by the various
regulatory bodies regarding sustainable finance
development within specific industries. The goal
of the proposed roadmap is to provide a credible,
predictable, and stable regulatory framework and
prepare the market in Ghana for the transition
to sustainable finance. The roadmap aims to
support the incorporation of sustainability issues
into decision-making by providing coherent and
consistent actions and allowing time for the system
to adapt.

10.0 GOING FORWARD

This strategic plan, which has been designed based
on a forward-looking approach, will help build the
capacity of the financial industry in Ghana and
BOG'’s supervisory staff to integrate climate and
sustainability into risk management frameworks
and supervisory processes. It will also inform
internal and external stakeholders of key actions
and activities that the Bank will undertake over the
next four years to deliver on its mandate in respect
of sustainability and climate-related risks.
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Appendix I: Detailed Work Plan on Climate-Related Risks and Sustainability

Planned Action

Timeline

1 Determination of transmission channels and materiality of climate-related risks

1.1 Determine the transmission channels of climate-related risks December 2025

1.2 Assess the materiality of climate-related risks within the financial industry in Ghana December 2024

2 Development of strategy, establishment of internal organisation and allocation of adequate resources to address climate-
related risks and sustainability

2.1 Develop a clear supervisory strategy on climate-related risks and sustainability April 2024

2.2 Establish internal organisation structure and allocate adequate resources to support climate-related and | December 2024
sustainability initiatives

2.3 Development of internal Subject Matter Expertise (SME) on effective supervision of climate-related risks and | Ongoing
wider sustainability issues

3 Identification of RFls exposures that are vulnerable to climate-related risks and assessment of potential losses should
these risks crystallise

3.1 Identification of climate-sensitive exposures of RFls and assessment of potential losses December 2024

3.2 Capture of climate change scenarios in the BOG's supervisory stress tests, and RFls internal stress testing December 2025

4 Development and implementation of BOG’s Directives on climate-related risks and sustainability

4.1 Development and rollout of Directives for RFls on management and disclosure of climate-related financial | December 2024
risks

4.2 Coordination of the implementation of new climate and sustainability Directives, and supervisory reporting | Ongoing
and disclosure requirements once they are formally introduced 2025-2027

4.3 Development of high-level guidelines on management and consideration of wider ESG risks as part of the | December 2025
RFIs’ Internal Capital Adequacy Assessment Process (ICAAP)

5 Assessment of quality of RFI’'s management and disclosure of climate-related risks and sustainability, and formulation of
risk mitigation action, where necessary

5.1 Incorporation of climate-related risks and sustainability into BOG'’s supervisory approaches and facilitating | December 2024
their integration into RFI’s governance and risk management frameworks

5.2 Ensuring adequate management of climate-related and sustainability issues by RFIs through onsite reviews of | December 2025

RFI's internal processes and, where necessary, formulation of supervisory recommendations to address
identified gaps in RFI's internal controls

Ongoing

\ Y 4
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7 Planned Action

Timeline

5.3 Development of tools and methodologies for supervisory assessment of RFls exposures to climate-related | December 2025
risks

6 Coordination and collaboration with other financial sector regulators and stakeholders on climate-related risks and
sustainability

6.1 Collaborate with relevant internal and external stakeholders to ensure proper integration of climate-related | Ongoing
risks and sustainability into BOG's regulatory frameworks and supervisory activities

6.2 Collaborate with other local and international regulatory bodies and policymakers to ensure that the financial | Ongoing
sector in Ghana effectively contributes to efforts to manage and mitigate climate-related risks

6.3 Coordinate the development and implementation of a Sustainable Finance Roadmap for the financial sector | December 2024
in Ghana

Ongoing

6.4 Collaborate with other industry stakeholders in the development of Sustainable Finance Taxonomy and | December 2025
Guidelines on Sustainable Finance

7 Contribution to policy work being undertaken by the international standard-setting bodies, and supervisory networks on
climate, sustainability and ESG that BOG is a member

7.1 Contribute to policy work being undertaken by BCBS, NGFS, SBFN, AFIl, and other forums of supervisory | Ongoing
agencies through membership in the relevant work streams and taskforces

8 Development of tools to enhance supervisory reporting and prudential disclosure of sustainability and climate-related
risks

8.1 Develop and implement measures to improve the collection and availability of reliable, granular, consistent | December 2024
and comparable climate-related data

8.2 Develop templates and guidelines for supervisory reporting of climate-related risks and sustainability issues | December 2024

8.3 Monitor the quality of data and information on climate-related and sustainability submitted by RFls Ongoing

8.4 Develop directive on supervisory reporting of ESG, and on sustainability disclosures in line with emerging | December 2025
international standards

8.5 Create a platform to facilitate the sharing of information on climate-related risks and sustainability by financial | December 2026
sector stakeholders

8.6 Develop tools for measuring progress with implementation of BOG's directives on climate-related risks and | December 2024
sustainability, and for assessing emerging practices in the Ghanaian financial sector

9 Undertaking research on climate risk and sustainability and dissemination of findings from such research

9.1 Conduct research on climate risk and sustainable finance topics to inform BOG's policy direction and | Ongoing

supervisory strategy
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Planned Action Timeline
9.2 Publish relevant findings from research and industry surveys/study Ongoing
10 Capacity Building on climate-related risks and sustainability for key stakeholders
10.1 | Capacity building of key stakeholders on climate-related risks and sustainability and contribution to the Ongoing
effective operation of the banking sector Sustainability Capacity Building Committee
10.2 | Leveraging on established MOUs with other supervisory agencies to learn from and share experience with Ongoing
other jurisdictions on supervision of climate-related risks and sustainability issues
10.3 | Establish a Sustainable Finance Working Group for the banking sector to, amongst others, facilitate capacity | Ongoing

building on sustainable finance
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Appendix lI: Integration of Climate and Sustainability into Supervisory Process

1. Integration of Climate-Related Risks and Sustainability into Supervisory Planning

Going forward, BOG's approach to the integration of climate-related risks and sustainability into supervisory
planning process is as per the process flow shown below.

Figure 1: Integration of Climate Risks and Sustainability into Supervisory Planning
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2. Integration of Climate-Related Risks and Sustainability into Supervisory Assessment

The integration of Sustainability & Climate-Related Risk into Supervisory Assessment, on the other hand,
shall be as shown in the below process flow.

Figure 2: Integration of Climate Risks and Sustainability into Supervisory Assessment

[

Information request,

ICAAP Reports Assessment of inherent risks . Supervisory
7 REPOTS, (credit, market, operational, Cgmpos'|te Findings and
Transition Plans etc Risk Rating e e

liquidity, reputationetc)

Supervisory Engagement
(Onsite Examination, Pillar 2
Assessment, Thematic
Reviews etc)

Supervisory
Assessment Report and
Recommendation

Assessment of impact of climate

risks and sustainability issues on

bank’s risk profile, and quality of
bank’s management of climate
risks and sustainability issues

Assessment of quality of risk
management and control
functions

A\ ' 4

Follow up on
Risk
Mitigation
Action

Enforcement
Action

Supervisory
Planning




Designed by Printing & Publications Unit, CMSD
Bank of Ghana




