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American Association of Bank Directors (AABD)

Continuing Education Credits - This programs is being endorsed by the 
American Association of Bank Directors, (AABD). 

• ESG: How to Build Reporting for your Executive Team & Board 
qualifies as 1 (one) supplemental hour course.

• Attending this course will help fulfill the requirements for a certificate 
of completion available to AABD members

• Fill out the exit survey after the Live Stream to request the credit
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In 30 seconds, what is ESG?

5

• Refers to the way companies and investors are thinking about 

issues like the environment, climate change, gender diversity, 

workplace safety and culture, and running their business in a 

way that is sustainable in the long term.

• The topic has been around for decades, particularly in Europe, 

but has picked up a lot of momentum in the U.S. over past few 

years.

• Also sometimes referred to as 'sustainable investing' or 

'responsible investing.’

• Used to be a fringe idea, now increasingly relevant to all 

industries, including community banks and credit unions.
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Why does ESG matter to banks? 

• For one thing, there is big investor money at stake. 

• Asset managers like Vanguard, State Street Global 
Advisors and BlackRock decide where to invest trillions 
of dollars of client money. They’re increasingly 
demanding ESG-compliant policies.

• Ex: At beginning of 2020, BlackRock CEO Larry Fink 
wrote a letter to companies around the world telling 
them to pay attention to climate. Followed up 6 months 
later by taking action against management teams at 
companies that it found were not making enough 
progress on climate issues: siding with shareholders on 
their proposals, voting against board members and 
raising governance concerns. 

6
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But I work for a small institution: Why does ESG matter to me?

• ESG is built into the DNA of community banks and credit unions – especially the ‘S’ 
and the ‘G.’

• ESG is all about sustainability: Building a business that will be viable and profitable 
over the long term.

• Building long-term relationships with customers, treating employees well, 
maintaining strong governance, giving back to the community, supporting local 
businesses– these are all core tenets of a good ESG policy and central to what 
community banks and credit unions do.

• Increasing public attention on ESG issues. Many younger/millennial customers seek 
to do business with companies that align with their values.

7
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Rapid growth in sustainable investments over past decade

8
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And Sustainable Finance?

GREEN BOND ISSUANCE 

CONTINUES TO RISE

EVIDENCE IS MOUNTING ON OUTPERFORMANCE 

OF ESG MARKET BENCHMARKS

Source: State of Green Business 2021
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Looking ahead: ESG topics of rising relevance

6 KEY THEMES WE’RE FOCUSING ON IN 2021

Path to net zero Social equity Sustainable finance

Disclosure standards Biodiversity/natureClimate risk
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• Lack of standardization seen as challenge and opportunity for ESG world. ESG is 

still relatively new, which means everyone is still struggling to define and measure it. 

• Investors need data to make their decisions about which companies to invest in. 

Which companies meet their ESG or green or sustainability investment strategies? 

• Data providers are competing to fill the void in ESG information by creating ESG 

scores and platforms to track and measure ESG metrics.

• S&P Global Market Intelligence now has Trucost data to measure environmental 

factors like companies' carbon footprints, their level of disclosure around climate 

risk, their water usage, etc.

Data and disclosure remain patchwork
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• For example, the Sustainability Accounting Standards Board, or SASB, a 

nonprofit that created standards companies can use to measure their 

exposure to ESG issues that are material to their industry. 

• Taskforce on Climate-related Financial Disclosures, or TCFD, the organization 

set up by the Financial Stability Board in 2015 to provide a framework for 

companies to voluntarily divulge climate-related data.

Many groups working to measure, standardize ESG metrics
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What About Disclosure Requirements?

SUPPLY CHAIN IS A CRITICAL RISK AREA FOR 

MOST COMPANIES

FINANCIAL SECTOR ACCOUNTS 

FOR HALF OF TCFD SUPPORTERS

Source: State of Green Business 2021
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U.S. regulators taking increasingly active role in ESG

• Climate change increasingly seen as threat to the American economy. 

• A 2020 report commissioned by a CFTC subcommittee called climate change a 
"major risk" to the stability of the country's financial system and the broader economy.

• For the first time in 2020, the Federal Reserve cited the threat of climate change in its 
biannual Financial Stability Report and said it expects banks to address systemic 
risks posed by rising global temperatures.

• To date, much of the discussion around regulating ESG has centered around the 
largest institutions.

• But even though regulation isn’t yet impacting smaller banks and credit unions, the 
demand for ESG-friendly policies is apparent among customers and the public.
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…and more regulation, disclosure requirements appear likely

• SEC has been extremely active on ESG in 2021

• "Human capital, human rights, climate change — these issues are fundamental to 
our markets, and investors want to and can help drive sustainable solutions on these 
issues," the SEC's then-Acting Chair Allison Herren Lee said in March 15; she said 
SEC has been laying "the groundwork for more progress to come" on ESG issues.

• In March 2021, Treasury Secretary Janet Yellen said the Financial Stability Oversight 
Council will take a harder look at how prepared financial markets and institutions are 
for a "rapid transition to a net-zero carbon economy."
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ESG Outlook: The Biden Administration

90% of S&P 500® companies 

published a sustainability report in 

2019, up from 86% in 2018 and 20% in 

2011.

But only 16% mentioned ESG in 

SEC filings..

PROGRESS ON THE PARIS AGREEMENTPROGRESS ON ESG DISCLOSURE

Source: State of Green Business 2021
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Rising focus on Social equity in the ESG discussion

Human capital management, 
or the way companies treat 
their workforce, been a part of 
the ‘S’ discussion for years, 
but has come into much 
sharper focus during the 
COVID-19 pandemic. 
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• Gender diversity has been a focus for investors for several years. 

• In the U.S., we have a lot of good data on the gender breakdown of public 

companies’ boards and executive officers. This is a field S&P Global Market 

Intelligence collects in our data.

• Investors are taking concrete action against companies that do not have gender 

diversity.

• Increasingly part of the policy discussion too. Example: California law

Diversity: First gender, now race
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Race is coming into sharper focus

• In 2020 race has become heightened 
focus. We've seen a lot of corporate 
America denouncing racism and 
committing money to fight inequality. 

• Investors increasingly taking action, and 
that is causing a shift in company 
strategies and priorities. 

• But race is much more difficult to 
measure, and data is scarce at this point
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• Many companies are moving to renewable energy sources and working to 

achieve net zero emissions. That means cutting as much emissions as 

possible and then finding ways to offset the rest.

• Many banks are setting net zero goals and changing the way they lend. 

Example: In May 2020, big French bank BNP Paribas expanded its 

commitment to exit coal worldwide by 2040. The bank has been working with 

clients to help them exit coal and other fossil fuels and transition to renewable 

energy sources. But not everyone will manage that transition. 

• Cutting Scope 1 emissions is relatively straightforward for many lenders; 

cutting financed emissions is a more difficult task.

Tracking the ‘E’ in ESG
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“It's obvious that we will 
have to exit the 
relationship with at least 
30% to 50% of our current 
clients in the power 
generation business.”

— BNP Paribas head of corporate social 
responsibility Laurence Pessez, in a 2020 
interview with S&P Global Market Intelligence

Q&A: BNP Paribas may 
lose up to 50% of power 
clients due to coal policy

https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/bnp-paribas-may-lose-up-to-50-of-power-clients-due-to-coal-policy-59871079
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Some data points to track your organization’s S & G policies

Executive gender 
diversity 

Board gender 
diversity

Board diversity 
policy

Gender pay gap Hiring practices

Employee 
turnover rate

Employee 
engagement

Employee health 
and wellbeing

Workforce 
breakdown by 

race, ethnicity and 
nationality

Non-discrimination 
and anti-

harassment policy

Average age of 
board

Average Tenure of 
Board

Whistleblower 
Policy

CRA Rating
PPP loan 

orginations 
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3 steps toward an effective ESG policy

Know what you stand for: Decide your values and articulate them 
clearly.

Take positive steps to achieve those goals: Create an action plan 
and stick to it.

Measure and report on your progress: Transparency and 
accountability are key.
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Want to learn more? Subscribe to ESG Insider

Newsletter highlights S&P Global data-driven 
news, insights, research and ESG indices

Subscribe: http://ow.ly/12kg50DNsJv

Podcast features interviews with big names 
across the ESG space. Listen free on: 
SoundCloud, Spotify Apple Podcasts.

S&P Global’s weekly ESG newsletter + podcast

https://soundcloud.com/esginsider
https://open.spotify.com/show/0mSVGb4J7DQkVTeos0mCb6
https://podcasts.apple.com/us/podcast/esg-insider-a-podcast-from-s-p-global/id1475521006
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Reporting – Where ESG Will Pop Up

Internal Reporting

Board Governance – policy Strategic Plan

Board Reporting

Capital Stress Testing

Loan Stress Testing

External Reporting

SECProxy

Marketing Collateral

Employee Recruiting

ESG Reporting
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Reporting – Challenges to Overcome
1. Do you have the data?

2. Is the data accurate?

3. Impact is highly uncertain and may materialize in an unpredictable pattern, 
may be linear, may crest and fall. Affected by policy.

4. Not yet seen a climate related shock material enough to see dramatic 
effects. COVID could be considered an environmental issue and the full 
economic impact may take years to understand
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Reporting – Environmental Considerations
✓ Strategic – Expansion potential for new markets

✓ Reputational – Power availability (Texas example)

✓ Credit – Extreme storms, flood/wind/ice damage; water shortages agriculture 
implications

✓ Liquidity – Policy change drives significant loan growth or reductions

✓ Compliance – Policy change increases costs

✓ Operations - EWaste

✓ Interest Rate – Green Bonds
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Reporting – Social Considerations
✓ Strategic –Access to diverse talent pool

✓ Reputational –Community service programs

✓ Credit –Products for underserved markets

✓ Compliance –Product for underserved markets

✓ Operations –Privacy and data security

✓ Interest Rate – Investment options that meet company policy, responsible 
investment



© 2021 Strategic Risk Associates
30

Reporting – Governance Considerations
✓ Strategic –Diversity, Equity and Inclusion (DEI) Board diversity, access to 

capital (wealth transfer to younger generation making decisions based on 
ESG elements)

✓ Credit –Ethics, aggressive growth goals may make it difficult to pass up 
lucrative business opportunities

✓ Liquidity –Financial stability

✓ Compliance –Tax transparency



© 2021 Strategic Risk Associates
31

Reporting – Incorporating ESG Factors
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Reporting – Incorporating ESG Factors
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Reporting – Incorporating ESG Factors
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Reporting – Incorporating ESG Factors
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Reporting – Incorporating ESG Factors
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Reporting – Benchmarking
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Capital Stress Testing
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Capital Stress Testing
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8 Implications for Board Members
• Update Risk Appetite Statement with 

ESG Guidance

• Include ESG Goals in the Strategic Plan 
and Related Strategic Imperatives

• Develop ESG and Other Supporting 
Policies

• Monitoring Bank Performance, Risk 
Appetite and Policy Compliance

• Request Senior Management to Deliver 
Appropriate ESG Information

• Hold Senior Management Accountable 
for Delivering on ESG Targets

• Include ESG Delivery in Executive 
Performance Reviews

• Ensure Compensation Program Includes 
Both Risk and Performance Factors

1

2

3

4

5

6

7

8
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Hosted by:

LIVESTREAM

THANK YOU FOR 
ATTENDING!
Please fill out the exit survey

to request credits from AABD

Follow-us:

www.SRArisk.com
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Performance Disclosure
The Dow Jones Sustainability World Index launched on Sept 08,1999. 

S&P Global BMI launched Dec 31, 1992.

Charts and graphs are provided for illustrative purposes. Past performance is not an indication or guarantee of future results. The charts and graphs may reflect hypothetical historical performance. All information presented 
prior to the launch date is back-tested. Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index(es) was 
officially launched. Complete index methodology details are available at www.spdji.com. It is not possible to invest directly in any index.

S&P Dow Jones Indices defines various dates to assist our clients in providing transparency on their products. The First Value Date is the first day for which there is a calculated value (either live or back-tested) for a given 
index. The Base Date is the date at which a given index is set at a fixed value for calculation purposes. The Launch Date designates the date upon which the values of a given index are first considered live: index values 
provided for any date or time period prior to the index’s Launch Date are considered back-tested. S&P Dow Jones Indices defines the Launch Date as the date by which the values of an index are known to have been 
released to the public, for example via S&P Dow Jones Indices’ public website or its datafeed to external parties. For Dow Jones-branded indices introduced prior to May 31, 2013, the Launch Date (which prior to May 31, 
2013, was termed “Date of introduction”) is set at a date upon which no further changes were permitted to be made to the index methodology, but that may have been prior to the index’s public release date.

The back-test period does not necessarily correspond to the entire available history of the index(es). Please refer to the index methodology for the particular index in question, available at www.spdji.com, for more details 
about such index, including the manner in which it is rebalanced, the timing of such rebalancing, criteria for additions and deletions, as well as all index calculations.

Another limitation of using back-tested information is that the back-tested calculation is generally prepared with the benefit of hindsight. Back-tested data and/or information reflects the application of the index methodology 
and selection of index constituents in hindsight. No hypothetical record can completely account for the impact of financial risk in actual trading. For example, there are numerous factors related to the equities, fixed income, or 
commodities markets in general which cannot be, and have not been accounted for in the preparation of the index information set forth, all of which can affect actual performance.

The index returns shown do not represent the results of actual trading of investable assets/securities. S&P Dow Jones Indices LLC maintains the index(es) and calculates the index levels and performance shown or 
discussed, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the index(es) or investment funds that are intended 
to track the performance of the index(es). The imposition of these fees and charges would cause actual and back-tested performance of the securities/fund to be lower than the index performance shown. As a simple 
example, if an index returned 10% on a US $100,000 investment for a 12-month period (or US $10,000) and an actual asset-based fee of 1.5% was imposed at the end of the period on the investment plus accrued interest 
(or US $1,650), the net return would be 8.35% (or US $8,350) for the year. Over a three year period, an annual 1.5% fee taken at year end with an assumed 10% return per year would result in a cumulative gross return of 
33.10%, a total fee of US $5,375, and a cumulative net return of 27.2% (or US $27,200).
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DISCLAIMER

Copyright © 2020 S&P Global Inc. 

These materials have been prepared solely for information purposes based upon information generally available to the public and from sources believed to be reliable. No content (including index data, ratings, credit-

related analyses and data, research, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or 

stored in a database or retrieval system, without the prior written permission of S&P Global or its affiliates (collectively, S&P Global). The Content shall not be used for any unlawful or unauthorized purposes. S&P Global 

and any third-party providers, (collectively S&P Global Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Global Parties are not responsible for any errors or omissions, 

regardless of the cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON “AS IS” BASIS. S&P GLOBAL PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED 

WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR 

DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P 

Global Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost 

income or lost profits and opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

S&P Global’s opinions, quotes and credit-related and other analyses are statements of opinion as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any securities 

or to make any investment decisions, and do not address the suitability of any security. S&P Global may provide index data. Direct investment in an index is not possible. Exposure to an asset class represented by an 

index is available through investable instruments based on that index. S&P Global assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on and is not 

a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P Global does not act as a fiduciary or an 

investment advisor except where registered as such. S&P Global keeps certain activities of its divisions separate from each other in order to preserve the independence and objectivity of their respective activities. As a 

result, certain divisions of S&P Global may have information that is not available to other S&P Global divisions. S&P Global has established policies and procedures to maintain the confidentiality of certain non-public 

information received in connection with each analytical process.

S&P Global may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P Global reserves the right to disseminate its opinions and analyses. 

S&P Global's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge) and www.ratingsdirect.com (subscription), and may be distributed through other means, 

including via S&P Global publications and third-party redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees

http://www.standardandpoors.com/
http://www.ratingsdirect.com/
http://www.standardandpoors.com/usratingsfees

