





















































































































































THAILAND

CORPORATE GOVERNANCE SUMMARY FOR SEVEN THAI BANKS

All seven assessed banks disclosed information about board diversity and the
directorships held by their board members. Three banks now have a majority
independent board, an increase from two last year; however, only one bank had
an independent chairman, and two limited the maximum tenure length for their
independent directors. Five banks disclosed that they re-elected board directors
at least once every three years, whereas none of these banks disclosed this last
year. None of the banks considered sustainability as part of their nomination or
remuneration criteria.

SHAREHOLDERS AND

STAKEHOLDERS

(N W
UL
2

7

More banks disclosed on the engagement of stakeholders and shareholders in this
year’s reporting than last year. Three banks informed their shareholders of significant
changes that may affect the banks’ market values, compared to one last year. All seven
banks disclosed the list of stakeholders that they engage with and six disclosed the
policies and procedures to engage these stakeholders. Also, six of the seven banks
disclosed mechanisms for reporting and resolving violations of stakeholders’ rights,
compared to five last year.

DISCLOSURE AND
TRANSPARENCY

3@

As with last year, all seven banks reported on sustainability, as encouraged by

the 2017 Corporate Governance Code for Listed Companies,5* and included other
sustainability-related information on their corporate websites. Two banks now
explicitly disclose the number of days it takes to release their financial results,
compared to zero banks last year. Three banks referred to responsible lending in their
leadership statements, compared to two last year.

AUDIT AND RISKS

M

/\

/\

All the banks had internal audit functions in place, but none of them integrated
sustainability into their audit criteria. Two banks conducted a periodic audit to assess
implementation of E&S policies and procedures, compared to zero last year, and three
banks disclosed an external audit on sustainability, the same as last year. Six banks
recognized ESG-related risks, whereas only four did so last year. However, only four
regularly review their E&S policies and procedures, compared to two last year.
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CHAPTER 4

ESG INTEGRATION DISCLOSURE RESULTS

TABLE 14: THAILAND ESG INTEGRATION DISCLOSURE RESULTS

ESG INTEGRATION PILLARS

BBL KBANK  KRUNGSRI KTB S8 TBANK TMB AVERAGE
AND INDICATORS
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(==
E 2. Participation in commitment- y
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initiatives and policy advocacy
with regulators
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principles, risk appetite and > v \_ \‘
(%) aspects of ESG
[N N
=]
—
o 4. Sector-specific policies v
N J
5. Process for assessing
ESG risks in client and
[%¢] a
) transactional approvals
(2]
[N W)
=]
cc 6. Procedures for client
(=W Tl
—~ monitoring and engagement > \ ) \ \
o
7. Responsibilities for ESG \ \
(=
(=)
(W}
8- | 8. E&S staff competency and ~
= performance evaluation \ \
£ | 9. ESG integration in
= products and services ‘ ‘ ‘ ‘ ‘
2 . >
=™
)
10. ESG risk assessment and
mitigation at portfolio level
=
—
(=]
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&=
o 11. Disclosure of ESG risk
% exposure and targets v \_ Y v v v v 5.

KEY: O Fulfilled ) Improved ) No Change ) Regressed Unfulfilled
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ESG SUMMARY FOR SEVEN THAI BANKS

PURPOSE

2

All seven banks made reference to sustainability in their corporate strategies,
out of which six distinguished between their own direct footprint and the
indirect footprint of the client activities they finance. Three banks referred

to SDGs, the same as last year, and six banks acknowledged climate risk
compared to five last year. Engagement with stakeholders on issues such

as responsible lending was undertaken by four banks, compared with two
last year. However, none of the banks listed NGOs or civil society as key
stakeholders. Five out of the seven banks also disclosed material ESG issues.

POLICIES

X 4
7,
[xA

Four banks disclosed that they recognize human rights and labour rights

risks associated with clients’ activities, compared with three and one last
year, respectively. Two banks disclosed that they conduct human rights risk
assessment for their project financing activities, compared with one bank last
year. For risks such as deforestation and water scarcity, as with last year, all
banks interpreted these risks as applying only to their own operations, rather
than the client operations they finance. One bank disclosed that it has sector
policies and also disclosed all these policies, compared to zero banks last year.

PROCESSES

ﬂﬁl'

Four out of seven banks disclosed that they consider ESG issues during credit
analysis of loans; this number is the same as last year, with one additional

bank disclosing and one bank not disclosing this year. These four banks also
disclosed that ESG risk assessment outcomes influence client and transaction
acceptance decisions, and three disclosed that they have escalation mechanisms
for high-ESG-risk transactions. Two banks disclosed requirements for medium-
and high-risk clients to implement specific E&S action plans, and that they
review performance against these action plans post loan disbursement, an
improvement from zero banks last year for both sub-indicators.

PEOPLE

Only three banks disclosed that senior management has oversight of ESG
integration, compared with two banks last year, and no banks disclosed
whether this covers climate change risks. This is despite Stock Exchange

of Thailand’s (SET) 2012 Principles of Good Corporate Governance, which
encourage company boards to set clear policies on E&S issues, including those
pertaining to indirect operations. For banks, this equates to the E&S impact of
clients’ activities financed.5* Two banks disclosed that they train staff on ESG
implementation, an increase from zero last year.
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PRODU[TS Five banks have created green loan products for renewable energy or energy-
efficiency projects, with some also offering microfinance loans to finance
entrepreneurs to develop environmentally friendly technologies, compared
with four banks last year. One bank issued Thailand’s first green bond. Only
S— ‘ one bank disclosed that it specifically set aside capital for green or sustainable
ﬁ sectors, compared with zero last year.

There was no indication that banks conduct portfolio-level risk assessment
PURTFOLIU and mitigation for E&S issues; however, one bank disclosed that it
would conduct a portfolio human rights risk assessment in 2018. Banks’
‘ disclosures at the portfolio level reflected the emphasis placed on renewable
energy projects, as three banks provided information on the quantum and
composition of their renewable energy loan portfolios, but did not provide
equivalent disclosure on their fossil fuel loan portfolios. None of the banks

disclosed their portfolio-wide loan exposures pertaining to specific E&S risk,
carbon intensity or commitments to portfolio-level E&S targets.
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Clean energy generation at the Sankampaeng solar power station, Chiang Mai, Thailand. Renewable energy or energy-
efficient products are part of the solution to mitigate climate change.
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VIETNAM

CORPORATE GOVERNANCE DISCLOSURE RESULTS

TABLE 15: VIETNAM CORPORATE GOVERNANCE DISCLOSURE RESULTS

CORPORATE GOVERNANCE

PILLARS AND INDICATORS Bt

EXIMBANK V(B

VIETINBANK  VPBANK

AVERAGE

1. Independence and qualifications
of the board

2. Clearly stated board’s role and
monitoring the implementation of
corporate strategy

v O

1) BOARD

3. Appointment and selection,
training and re-election

4. Remuneration and appraisal

5. Rights of shareholders

)
O
)
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6. Policies on stakeholder
engagement and list of stakeholder
groups engaged

2) SHAREHOLDERS AND
STAKEHOLDERS

7. Stakeholder reporting and
communicating mechanisms

8. Release of reports and disclosure
on ESG issues

9. Corporate website

3) DISCLOSURE AND
TRANSPARENCY

10. General audit function and audit
on sustainability

200G vy

11. Risk management frameworks
and ESG-related risks

U0 0CuOUuU U0 U

4) AUDIT AND RISKS
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VIETNAM

CORPORATE GOVERNANCE SUMMARY FOR FIVE VIETNAMESE BANKS

None of the banks have a majority independent board; however, all five banks
assessed disclosed that they limit the permitted tenure length for their independent
directors, compared to three banks last year. All the banks disclosed that all their
executive directors serve no more than two boards of listed companies outside

the group, compared to three last year. Four banks disclosed that their boards
monitored implementation of corporate strategy, whereas only two did so last

year. None of the banks considered sustainability as part of their nomination or
remuneration criteria.

SHAREHOLDERS AND
STAKEHOLDERS

7

Compared to last year, more banks demonstrated recognition of shareholders and
stakeholders’ rights. All banks protected their shareholders’ rights to participate in
and vote at general meetings, compared to four banks last year, and four of those
included the rights of minority shareholders, compared to three last year. Four
banks disclosed that they informed shareholders of significant changes that may
impact the banks’ market values, compared to two last year. Three banks disclosed
the list of stakeholders they engaged with, compared to two last year; however,
only one bank disclosed the policies and procedures used to engage with these
stakeholders. Two banks set up mechanisms for reporting and resolving violations
of stakeholders’ rights, an improvement from zero last year.

DISCLOSURE AND
TRANSPARENCY

B

None of the banks maintained sustainability-related content on their websites
outside of the annual or sustainability report; however, four banks included
sustainability-related information in the annual reports. Two banks disclosed
their anti-corruption policies, compared to none last year. However, none of the
banks demonstrated their commitment to responsible lending explicitly in their
leaders’ statements.

AUDIT AND RISKS

N

All five banks disclosed key risks and how they are assessed and managed. Three
banks disclosed that they identified ESG-related risks, compared to zero last year,
but no bank disclosed a periodical audit of the implementation of E&S policies and
procedures, an external audit on sustainability, or a periodical review of their E&S
policies and procedures. All banks disclosed the existence of a separate internal
audit function, and that this function was supervised by a role with a similar
function to an audit committee; however, there was no disclosure on whether
sustainability has been integrated into the audit criteria.
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ESG INTEGRATION DISCLOSURE RESULTS

TABLE 16: VIETNAM ESG INTEGRATION DISCLOSURE RESULTS

ESG INTEGRATION PILLARS BOV  EXMBANK VOB VIETINBANK  VPBANK  AVERAGE

AND INDICATORS
1. Relevance of sustainability to
the organization and its strategy for \ 5' ’ ‘

addressing sustainability

2. Participation in commitment-based
sustainable finance initiatives and policy
advocacy with regulators

1) PURPOSE

3. Public statements on principles, risk
appetite and aspects of ESG

T

4. Sector-specific policies

2) POLICIES

5. Process for assessing ESG risks in
client and transactional approvals

6. Procedures for client monitoring and
engagement

3) PROCESSES

7. Responsibilities for ESG

8. E&S staff competency and
performance evaluation

4) PEOPLE

9. ESG integration in products and
services

AR AN A4

5) PRODUCTS

10. ESG risk assessment and
mitigation at portfolio level

11. Disclosure of ESG risk exposure
and targets

) 4
) 4
) 4
) 4
) 4
) 4

6) PORTFOLIO

KEY: O Fulfilled ) Improved ) No Change } Regressed Unfulfilled
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ESG SUMMARY FOR FIVE VIETNAMESE BANKS

PURPOSE

h—

Four banks referred to sustainability in their business strategies, compared with three last
year. Four banks acknowledged and recognized the ESG footprint of their client operations,
an increase from two last year. Banks did not disclose clear references to the SDGs or list
material E&S issues affecting the bank and stakeholders; and, as with last year, only two
banks recognized climate risks to businesses and society. This is despite the International
Finance Corporation (IFC) and State Securities Commission of Vietnam (SSC)
Sustainability Reporting Handbook recommending companies list material E&S aspects.53
Two banks disclosed that they engage with key stakeholders on E&S issues associated with
the banks’ activities, but no banks listed NGOs or civil society among their stakeholders.

POLICIES

There were no improvements in disclosures related to policies this year. Whereas one
bank disclosed a commitment in the previous year not to finance projects with negative
environmental impacts, no banks made such a disclosure this year. None of the banks
disclosed information on their ESG risk appetite or sector policies.

PROCESSES

%

The State Bank of Vietnam (SBV) Directive requires banks to consider E&S risks in

their lending activities. However, only three banks disclosed that they conduct E&S risk
assessment of clients and transactions. This was an improvement from two last year.
None of these banks disclosed additional details on this risk assessment process, such as
whether this assessment influences loan application outcomes, or if they categorize clients
and transactions according to assessment results. Two banks disclosed that they conduct a
periodic review of clients’ E&S risk profiles, compared to only one last year.

PEOPLE

it

None of the Vietnamese banks disclosed information on the distribution of ESG
responsibilities. However, one bank disclosed that its board of directors and the subordinate
committees (e.g. risk management, human resources etc.) are responsible for sustainable
development, and it also provided details of its in-house training programmes for staff on
E&S risk management procedures in its credit operations. This is a step back from last year,
when two banks disclosed information about in-house training on E&S risk management.

PRODUCTS

=D

N

The SBV Directive emphasizes the importance of boosting green credit and prioritizing
financing for green projects in the country. Despite this, there was no change from last
year, with only one bank disclosing information on the issuance of preferential loans in
collaboration with international partners to support renewable energy and sustainable
agriculture projects. Banks did not make any other disclosures on how E&S factors are
used for capital allocation decisions.

PORTFOLIO

As was the case last year, all banks disclosed their loan exposures by sector. They did
not provide more detailed disclosures on overall exposure to E&S risks, such as sub-
sectoral breakdown of energy portfolio, carbon intensity or the percentage of portfolio
aligned with E&S commitments, nor did they disclose commitments to portfolio-level
E&S-related targets.
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APPENDIX: CORPORATE GOVERNANCE AND ESG

INTEGRATION SUB-INDICATORS

CORPORATE
GOVERNANCE ASPECT

S NO.

ASPECTS, PILLARS AND INDICATORS

INDICATORS

ESG INTEGRATION
PILLARS

NO.

INDICATORS

frameworks and ESG-
related risks

’]) BOARD 1 | Independence and ']) PURPOSE 1 | Relevance of sustainability
qualifications of the to the organization and
board its strategy for addressing

sustainability
2 | Clearly stated roles 2 | Participation in commitment-
and monitoring the based sustainable finance
implementation of initiatives and policy
corporate strategy advocacy with regulators
3 | Appointment, selection, 2) POLICIES 3 | Public statements on
training and re-election principles and risk appetite
and aspects of ESG
4 | Remuneration and 4 | Sector-specific policies
appraisal
2) SHAREHOLDERS 5 | Rights of shareholders 3) PROCESSES 5 | Processes for assessing
AND STAKEHOLDERS ESG risks in client and
transactional approvals
b | Policies on stakeholder b | Procedures for client
engagement and list monitoring and engagement
of stakeholder groups
engaged
7] | Stakeholder reporting 4) PEOPLE ] | Responsibilities for ESG
and communicating
mechanisms
3) DISCLOSURE AND 8 | Release of reports and 8 | E&S staff competency and
TRANSPARENCY disclosure on ESG issues performance evaluation
0 | Corporate website 5) PRODUCTS 0 | ESG integration in products
and services

4) AUDIT AND RISKS 10 | General audit ﬁ) PORTFOLIO 10 | ESG risk assessment and
function and audit on mitigation at portfolio level
sustainability

11 | Risk management 11 | Disclosure of ESG risk

exposure and targets
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INDICATORS

CORPORATE GOVERNANCE
ASPECT 1: BOARD

SUB-INDICATORS

INDEPENDENCE AND 1 Are a majority of the directors on the board independent?
QUALIFICATIONS OF THE
BOARD 2 | Is the chairman independent?
3 | Does the bank have a term limit of nine years or less for its independent
directors?
4 | Has the bank set a limit of five board seats or fewer that an individual
independent director can hold at the same time?
5 | Are all executive directors of the bank serving on no more than two boards
of listed companies outside of the group?
6 | Do the board members have varied qualifications and backgrounds?
] | Isthere gender and/or ethnic diversity on the board?
8 | Isthere disclosure of all the directorships and chairmanships held by the
directors at present and over the past three years?
CLEARLY STATED ROLES 0 | Are the roles and responsibilities of the board of directors clearly stated?
AND MONITORING THE
IMPLEMENTATION OF 10 | Does the board monitor the implementation of the corporate strategy,
CORPORATE STRATEGY vision and/or mission?
APPOINTMENT, 11 | Does the bank have a nominating committee?
SELECTION, TRAINING AND
RE-ELECTION 12 | Are the majority of nominating committee directors independent?

13 | Do the terms of reference of the nominating committee or the criteria used
in appointing new directors cover a requirement to consider sustainability?

14 | Does the bank provide training for new directors?

15 | Are all the directors subject to re-election at least once every three years?

REMUNERATION AND 16 | Does the bank have a remuneration committee?
APPRAISAL

17 | Are the majority of remuneration committee directors independent?

18 | Do the terms of reference of the remuneration committee or the criteria
used in the remuneration policies cover a requirement to consider
sustainability?

19 | Do the shareholders have the opportunity to approve remuneration for the

directors and/or senior management?
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CORPORATE GOVERNANCE
ASPECT 2: SHAREHOLDERS AND STAKEHOLDERS

NO. INDICATORS NO. SUB-INDICATORS

5 | RIGHTS OF SHAREHOLDERS | 20 | Do the shareholders have the right to participate in and vote at the general
meetings?

21 | Are the shareholders informed of major changes that may affect the bank’s
market value?

22 | Are the shareholders informed of the policies and procedures related to the
voting and general meetings?

23 | Does the bank vote by poll for all resolutions at the most recent AGM?

24 | Does the bank have policies to ensure the rights of minority shareholders?

6 | POLICIES ON STAKEHOLDER | 25 | Does the bank disclose a list of stakeholder groups engaged?

ENGAGEMENT AND LIST -
OF STAKEHOLDER GROUPS 26 | Are there any policies and procedures to engage stakeholders?
ENGAGED
7 | STAKEHOLDER REPORTING | 27 | Does the bank have a whistleblowing policy?
AND COMMUNICATING . .
MECHANISMS 28 | Does the bank allow the shareholders to raise any concerns/issues for the

resolutions to discuss and vote in the general meetings?

29 | Are there reporting and resolving mechanisms when the rights of
stakeholders are violated?

30 | Has the bank taken any measures to understand the views of other
stakeholders (excluding shareholders)?

ASPECT 3: DISCLOSURE AND TRANSPARENCY

8 | RELEASE OF REPORTS 31 | Does the bank disclose the number of days taken to release the financial
AND DISCLOSURE ON ESG results and annual reports?
ISSUES 32 | Does the bank have sustainability reporting?

33 | Isresponsible lending mentioned in the leadership statement?

34 | Does the bank have an anti-corruption policy?

35 | Does the bank disclose the corporate structure such as the parent company,
subsidiaries, and joint ventures?

36 | Does the bank disclose the ownership structure that shows the identity and
shareholdings of major shareholders that hold 5% shares or more?

37 | Isthere disclosure of any related party transactions (RPTs) and/or
interested person transactions (IPTs)?
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CORPORATE GOVERNANCE
ASPECT 3: DISCLOSURE AND TRANSPARENCY

NO. INDICATORS NO. SUB-INDICATORS

9 | CORPORATE WEBSITE 38 | Is the address of the bank’s website provided in the annual report?

39 | Does the website have an investor relations section?

40 | Isthe investor relations contact given on the website and in the annual
report?

41 | Does the website have an ESG/sustainability/CSR section?

ASPECT 4: AUDIT AND RISKS

10 | GENERAL AUDIT 4? | Does the bank have a separate internal audit function?
FUNCTION AND AUDIT ON
SUSTAINABILITY 43 | Does the bank have an audit committee?

44 | Are the majority of audit committee directors independent?

45 | Do the terms of reference of the audit committee or the criteria used cover a
requirement to consider sustainability?

46 | Does the bank implement periodic audit to assess implementation of E&S
policies and E&S risk assessment procedures?

4] | Isthere external audit on sustainability?

11 | RISK MANAGEMENT 48 | Does the bank disclose key risks and how these risks are assessed and
FRAMEWORKS AND ESG- managed?
RELATED RISKS

49 | Does the bank identify ESG-related risks?

50 | Are there policies or frameworks to evaluate and improve risk
management?

51 | Does the bank periodically review the E&S policies and procedures?
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ESG INTEGRATION

NO. INDICATORS

PILLAR 1: PURPOSE

SUB-INDICATORS

1 | RELEVANCE OF 1 Is there a clear reference to sustainability in the bank’s strategy and vision?
SUSTAINABILITY TO
THE ORGANIZATION 2 | Does the bank clearly recognize that its ESG footprint extends to its
AND ITS STRATEGY business activities and portfolio?
FOR ADDRESSING 3 | Isthere a clear reference to the Sustainable Development Goals in the
SUSTAINABILITY bank’s strategy or vision?
4 | Does the bank acknowledge the importance of climate risk for society and
businesses?
5 | Does the bank list civil society and/or NGOs as key stakeholders?
b | Does the bank engage with key stakeholders to ensure that the sustainability
impacts of the bank’s financing activities are properly understood?
7 | Does the bank list material E&S issues that impact both the business and
stakeholders?
2 | PARTICIPATIONIN 8 | Does the bank participate in relevant commitment-based sustainable
COMMITMENT-BASED finance initiatives such as BEI, RSPO, NY Declaration on Forests, EP,
2
SUSTAINABLE FINANCE UNEPFI?
INITIATIVES AND POLICY 0 | Does the bank engage with regulators and policymakers to support
ADVOCACY WITH transition to a sustainable financial system or sustainable global system
REGULATURS (energy, low carbon etc.)?
3 | PUBLIC STATEMENTS ON 10 | Does the bank have an exclusion list which includes E&S-sensitive sectors
PRINCIPLES AND RISK or activities?
APPETITE AND ASPECTS 11 | Does the bank require clients in carbon-intensive sectors to undertake
OF ESG climate-related risk assessment and mitigation/transition plans to
ultimately align with the Paris Agreement?
12 | Does the bank exclude financing new coal-fired power plants and coal
mines?
13 | Does the bank acknowledge biodiversity loss and/or deforestation risks in
clients’ activities?
14 | Does the bank require its clients across the board to commit to “no
deforestation”?
15 | Does the bank refrain from providing products and services to clients

engaged in industrial activities that have a negative impact on World
Heritage Sites?
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ESG INTEGRATION

PILLAR 2: POLICIES

NO. INDICATORS : SUB-INDICATORS

3 | PUBLIC STATEMENTS ON 16 | Does the bank recognize water scarcity and water pollution as risks for its
PRINCIPLES AND RISK clients’ activities?

APPETITE AND ASPECTS
OF ESG

17 | Does the bank require its clients in high-risk sectors and geographies to do
water risk assessment and commit to water stewardship?

18 | Does the bank recognize human rights risks including those related to local
communities, in the activities which it finances?

19 | Does the bank require all its clients to commit to protecting human rights
(e.g. supporting the UNGP)?

20 | Does the bank recognize labour rights and occupational health and safety
as risks across all sectors?

21 | Does the bank require all its clients to adhere to ILO standards or an
equivalent?

22 | Arethe bank’s E&S requirements applicable to businesses/divisions beyond
lending (e.g. capital markets, asset management)?

4 | SECTOR-SPECIFIC POLICIES | 23 | Does the bank have sector policies or sector-specific requirements for ESG-
sensitive industries e.g. agri commodities, energy and mining, seafood,
infrastructure?

24 | Does the bank disclose all its sector policies?

25 | Do all the bank’s sector policies state E&S requirements or
recommendations based on international standards for good E&S practices
(e.g. IFC Performance Standards, RSPO, FSC etc.)?

PILLAR 3: PROCESSES

5 | PROCESSES FOR 26 | Does the bank use some standardized frameworks for client/transaction
ASSESSING ESG E&S risk assessment e.g. due diligence lists, questionnaires, scoring tools or
RISKS IN [LlENT AND use of third—party assessment?

TRANSACTIONAL 27 | Does the bank assess capacity, commitment and track record of clients in
APPROVALS relation to sustainability as part of its E&S risk assessment process?

28 | Isthere an escalation mechanism for more complex or controversial cases?

29 | As part of the approval process does the bank classify its clients and
transactions based on E&S risk assessment?

30 | Do the E&S risk assessment outcomes influence transaction and client
acceptance decisions?

WWEF Sustainable Banking Report Update 2018 | 65





















i 100%
SUSTAINABLE FINANCE -

K,

STANDARDS —  pogaiet

REGULATIONS —
& GUIDELINES

i
(Ve)
=
3
=
—
]
(==}
—
m
(==
= —
—
=
—l
(=p]
—
=
(V)
rm
-
-
nY
(]
—
(= =)
=
=)
=
—
rm

ENGAGEMENT

GREEN FINANCE
SOLUTIONS CAPACITY-BUILDING

L J
0 ¢ -
> for people and wildlife

WWF

together pOSSthE » panda.org/finance

040 YaNYd

anda Symbol WWF - World Wide Fund For Nature (Formerly World Wildlife Fund) ® “WWF” is a WWF Registered Trademark




