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EXPOSURE DRAFT

Recognising the characteristics of climate-related risks,
Bank Negara Malaysia (BNM) has issued an Exposure Draft
which sets out the principles and specific requirements on
the management of climate-related risks by financial
institutions, with the aim to enhance the resilience of the
financial sector against climate-related risks. Any feedback
to the Exposure Draft can be submitted to BNM by 31 March
2022.
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Christopher & Lee Ong advises clients across the commercial
spectrum both in Malaysia and throughout our region. As part
of the Rajah & Tann Asia network of leading local law firms
and lawyers in ten countries, you have people who are
committed to delivering a truly collaborative approach in your
best interests. Find out more about us and tell us what
matters to you by visiting us at www.christopherleeong.com



SUMMARY OF
KEY PRINCIPLES

PRINCIPLE 1
Identifying roles and responsibilities for managing climate-
related risks throughout the organisation structure.

PRINCIPLE 2
Developing a sound understanding of climate-related risks
to inform the business and risk management strategies.

PRINCIPLE 3

Allocating roles, responsibilities and accountabilities in
managing climate-related risks across the 3 lines of
defence, i.e., business units, risk and compliance units,
and internal audit units.

PRINCIPLE 4
STRATEGY Incorporating potential impact of climate-related risks into

business strategies and identifying appropriate climate-
related targets.

RISK PRINCIPLE 5
Embedding climate-related risks into the risk appetite
APPETITE framework and when assessing internal capital adequacy.

RISK PRINCIP.LE 6 . . . . .
Integrating climate-related risk considerations into the

MANAGE- existing risk management cycle functions, i.e., risk

MEN-I- identification, risk measurement, risk monitoring and risk
controls.

PRINCIPLE 7
Continuously developing data capabilities, tools and 25
methodology to aggregate and report climate-related risks. Z&

RISK PRIN(?IPLE8 o . '
Mapping transmission from climate-related risks,

IDENTI- computing climate-related metrics, conducting scenario

FICATION analysis, assessing climate-related risks, enhancing
existing due diligence process, engaging material
counterparties and aggregating climate-related financial
risk data.

RISK PRINCIPLE 9
Using quantitative and qualitative metrics, integrating
MONITOR- corresponding risk metrics into the existing monitoring,
ING reporting and escalation framework, including forward
looking metrics, reflecting appropriate dimension and
granularity, including internal vulnerabilities, setting timely
reporting frequency, providing early-warning thresholds,
and monitoring remedial actions and non-compliance.

Principle 10

Developing sector-specific policies with appropriate risk
appetites, specific limits or exclusion criteria, additional
conditions and mitigation and adaptation measures.
Managing risks of economic dislocation arising from
disorderly transition.

SPECIFIC  PRINCIPLE 11

Understanding transmission and impact of climate-related *
RISK risks on existing risk types, i.e., credit risk, market risk,
TYPES liquidity risk, operational risk, underwriting/reinsuring risk.

PRINCIPLES 12 AND 13
SCENARIO Stress testing with a range of climate-related scenarios

ANAI_YSIS which are plausible, relevant, distinctive, consistent, and
tailored. Reviewing strategies and models, accounting for
economic dislocation, and using insights from scenario
analysis to enhance resilience and mitigate climate-related
disruptions.

PRINCIPLE 14
DISCI-OS_ Establishing board-approved policy on climate-related

URE disclosures, and publishing annual climate-related
disclosures together with annual financial reports
beginning on or after 1 January 2024.

Note: Gap analysis and implementation plan to be submitted to
BNM within 6 months from effective date of policy document.
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RAJAH & TANN

Singapore

Rajah & Tann Singapore LLP
T +65 6535 3600

F +65 6225 9630
sg.rajahtannasia.com

R&T SOK &HENG | Cambodia

R&T Sok & Heng Law Office
T +85523963 112/113

F +855 23 963 116
kh.rajahtannasia.com
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Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a member
firm are governed by the terms of engagement between the member firm and the client.

This publication is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which may

result from accessing or relying on this publication.
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DISCLAIMER

Christopher & Lee Ong is a full service Malaysian law
firm with offices in Kuala Lumpur. It is strategically
positioned to service clients in a range of contentious
and non-contentious practice areas. The partners of
Christopher & Lee Ong, who are Malaysian-qualified,
have accumulated considerable experience over the
years in the Malaysian market. They have a profound
understanding of the local business culture and the
legal system and are able to provide clients with an
insightful and dynamic brand of legal advice.

Christopher & Lee Ong is part of Rajah & Tann Asia,
a network of local law firms in Singapore, Cambodia,
China, Indonesia, Lao PDR, Malaysia, Myanmar, the
Philippines, Thailand and Vietnam. Our Asian network
also includes regional desks focused on Brunei, Japan
and South Asia.

The contents of this Update are owned by Christopher
& Lee Ong and subject to copyright protection under
the laws of Malaysia and, through international
treaties, other countries. No part of this Update may
be reproduced, licensed, sold, published, transmitted,
modified, adapted, publicly displayed, broadcast
(including storage in any medium by electronic means
whether or not transiently for any purpose save as
permitted herein) without the prior written permission
of Christopher & Lee Ong.

Please note also that whilst the information in this
Update is correct to the best of our knowledge and
belief at the time of writing, it is only intended to
provide a general guide to the subject matter and
should not be treated as a substitute for specific
professional advice for any particular course of action
as such information may not suit your specific
business or operational requirements. It is to your
advantage to seek legal advice for your specific
situation. In this regard, you may call the lawyer you
normally deal with in Christopher & Lee Ong.





