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ROLL CALL
Andrew R. Stolfi, Vice Chair Oregon Yue (Nina) Chen
Mike Peterson California Elizabeth Kelleher Dwyer
George Bradner Connecticut David Combs
Peter Brickwedde Minnesota Mike Kreidler

NAIC Support Staff: Anne Obersteadt/Jennifer Gardner

AGENDA

1. Hear a Presentation from Morgan Stanley Capital International (MSCI) on ESG Investments,
Climate Solutions and Insurer Activity in this Space
— Helen Droz, Patric Kellerman and Xiaoshu Wang (MSCI)

2. Discuss Domestic and International Activities Related to Climate Disclosure
—Brooke Stringer and Gita Timmerman (NAIC)

3. Discuss Responses Received on the Questions to Determine Objectives of NAIC Climate
Disclosures—Commissioner Andrew R. Stolfi (OR)

4. Discuss Any Other Matters—Commissioner Andrew R. Stolfi (OR)
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Hear a Presentation from MSCI on ESG
Investments, Climate Solutions and
Insurer Activity in this Space

— Helen Droz, Patric Kellerman and
Xiaoshu Wang (MSCI)




An Overview of
MSCI Climate

Change
Solutions

MSCI ESG Research, June 2021




Agenda

Q Introduction

Q Physical Risks & Opportunities

Q Transition Risks Management

Assess Insurance Companies on
Climate Change Risk Management
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Introducing MSCI ESG Research

San Francisco
=
1700+ e ] Vs
|
clients v

1500+ f _ ¢

ESG equity &
fixed income
indices use MSCI
ESG Research
ratings and data

1 Through our legacy companies KLD, Innovest, IRRC,
and GMI Ratings. ESG Ratings dating back to 1999.

2 Source: MSCI ESG Research as of March 2021.
Includes full time employees, employees of foreign
affiliates providing investment advisory services to
MSCI ESG Research LLC, and global allocated staff
performing non-investment advisory tasks.

* Representative office for business development.

MSCI &)

MSCI

I R{l » 2020 ESG Trends
N project: What are the
SUEY A ted Best Firm for SRI Research, big challenges for the

DeepData
DeliveryStandard

okl ey

Corporate Governance and Sustainability Indexes new decade?
for the fourth consecutive year



The MSCI Climate Risk Center in Zurich

A 40+ TEAM OF CLIMATE
SPECIALISTS working on modelling,
methodology development, companies’
data analysis and client support.

Potsdam {
[ Toonte | [ Portland | —— 1 ! | A
o= ' e
«
Dr. Oliver Marchand Dr. Elke Schaper
Global Head of Head of Climate
ESG Research & Risk Software
Development Engineering

Foundedin 2015

Launched Climate VaR in 2017*
Acquired by MSCI 2019

MSCI Climate VaR launched in Feb 2020
Climate VaR data in ESG Manager 2020

Climate VaR key input for MSCI Climate
Paris Aligned Index in 2020

Sydney

M S C I @ *MSCI Climate VaR is a product of MSCI ESG Research.
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Climate change scenarios

In June 2017, the Financial Stability Board's Task Force on Climate-Related Financial Disclosures (TCFD)
identified Climate Change as a major systemic risk to investment that can alter the risk return profile of

organizations exposed to climate-related risk.

>6°C Extreme weather events
Changing climate conditions

Increased food shortages, wild fires, coastal flooding,
droughts before 2040

Disruptive technological advances

Physical Risk

Governments’ climate policies

The speed and scale of transitions and of technological
change required to limit warming have “no documented
historic precedent” (IPCC)

2°C-1.5°C

Transition Risk

Source: TCFD Technical Supplement Scenario Analysis
4 Warren, R. et al., 2018c: Risks associated with global warming of 1.5 or 2C. Tyndall briefing note. Tyndall 26 Centre for Climate Change Research, UK
Hsiang, S. et al., 2017: Estimating economic damage from climate chaﬂqrdr}.m%l{mﬁj é‘gtggiﬁcation, GENERAL




The MSCI Climate Value-at-Risk building blocks

Transition Risks & Opportunities Physical Risks
& Opportunities
\’\\ fan &
— - $4%
Policy Technology Physical
PV 1.5°C-Scenario + VP 1.5°C-Scenario + p Average Scenario
P 2°C-Scenario P 2°C-Scenario » Worst Case Scenario
V' 3°C-Scenario / NDC V' 3°C-Scenario / NDC

\/ 10 x Policy Scenarios \/ 10 x Tech Scenarios \/ 2 x Physical Scenarios

(on 10 physical hazards)

MSCI &)
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MSCI's approach to ESG Ratings

MSCI ESG Ratings assess the extent to which

companies are positioned to manage the risks n “m
and take advantage of the opportunities
emerging from a rapidly changing world

" 3

LAGGARD LEADER

Forward-looking financial Alternative data & models: Tech-enabled human
materiality: We monitor Alternative data helps insights: We use

emerging risks & minimize reliance on technology and artificial
opportunities and focus voluntary disclosure to intelligence (Al) to increase
on the issues that are deliver key insights. the timeliness and

most relevant to a precision of data collection
company’s core business Robust models transform and analysis, and to check
model. unstructured data into and validate data.

meaningful signals.
Our 200+ strong team of
analysts vet, validate and
transform the data into
meaningful insights

MSCI {:)
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MSCI
Climate Solutions




Physical Risks & Opportunities




Physical Risk Modeling framework

< - | f Asset damage > Costs
VUInerablhty mpaCt unction Business interruption - Costs
Extreme Heat and Cold

» Coastal Flooding
Hazard Extreme weather \ Hlefel Hlescling

» e
5o

Tropical Cyclones

E Facilit | Fixed assets at an enterprise’s facility
il aciiity vaiue Output (production)

=l

Cartesian grid

Climate

VaR

Expected " Discounted
Cost
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Understanding climate change impacts

Showcase: Impact of climate change on fluvial flood risk ‘ Climate change can either
at facilities of constituents of the MSCI World Index increase or decrease local
risk

MSCI World Index

4

# Most facilities are subject
to an increase in
fluvial flood risk

# Locations with minimal
impact from climate
change may still be
exposed to significant
flood risk

\

m Unaffected = Increased = Decreased Unchanged

MSCI &)
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Physical Climate Risk Scenarios

MSCI’s climate scenarios apply to physical aspects of the climate system showing how they respond to
increasing greenhouse gases, including variables such as temperature, sea level rise, and changes to the
frequency and severity of extreme weather events.

MSCI ESG Research utilises different Relative Concentration Pathways (RCP) to analyse different potential
future trends in climate variables and related changes in the frequency and severity of hazardous natural
events.

Coastal flooding under Sea Level Rise

We take two views on physical climate risk: for an example location
« The Average Scenario considers the most likely impact of climate change
over the modelled period (215t century). _. 035 _
. . o =-=== g5th percentile
«  Mathematically it refers to the expected value of the cost 3 0.3} = Expected Value [
distribution. - SLR scenarios P
« The Aggressive Scenario explores the severe downside risk within the g 0.25}
distribution of physical risk and extreme weather costs. 2 02
« ltrelates to the 95th percentile of the cost distribution. As the °
variance of the cost distribution is driven by uncertainty fromthe £ 0.15}
climate system and other modelling uncertainty, the aggressive § 01
scenario can be considered as a worst case scenario. % '
§ 0.05}
MSCI @ 2015 2020 2025 2030 2035

Information Classification: GENERAL Year



Covered hazards

- [»- &
Vi
Extreme Heat  Extreme Cold Wind Gusts  Heavy Snowfall Heavy Precipitation
(Re-Analysis) (Re-Analysis) (Re-Analysis) (Re-Analysis) (Re-Analysis)

0
V-
2
ad
2

c

@)

—
<
&

(0.5° global grid)

(20 AAAA
o 2
=
% ._%D Tropical Coastal Fluvial River Low Flow Wildfires
<(E) — Cyclones Flooding Flooding (Climate Models) (Climate Models)

(Probabilistic Model)  (Climate Models) (Climate Models)

MSCI {:)
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Drivers of physical risk — Example: Fluvial Flooding

= = ‘\ )
X Inundation of MSCI World locations
‘1\ 5 in a current 100y event
w5 i 4
-~ s /g_.',’ ™
e ""‘ﬂ i L — = — 6
i £ ~ e
R &i' & N 4 " o
%, X A \ \ ” 3

Asia
North America
30
10.6% o *
T B
Ml = e
23 34 45 56 67 78 89 910 >10

. i
B - Inundation in m
‘ Exposure ‘ Vulnerability

 Hotspots of fluvial flood risk - Damage functions are used to

» Hazard levels extremely
in Asia, Europe, and North translate hazard levels to cost

dependent on local _
orography America + Example gives a schematic

- High resolution required to - Asset characteristics of view on damage functions for
substantial importance for loss fluvial flooding

reflect spatial variability of
flood risk

MSCI &b



Vulnerability: Variable Modelling Approach

5 Wind distribution 5 Damage threshold
Business interruption .
2 future &
2 o041 3
* Threshold approach for heat & cold, 2 8%
snowfall, precipitation, wind gusts, § oos & o
wildfire o
uD 20 40 60 80 GG 20 40 60 80
Peak gust speed [ms '] Peak gust speed [ms ']
. Wind distribution ; Damage function
ol .
Asset damage |
> future c
. : 2 o1 2
« Damage function for flooding and : £ oe
hurricane risks Py £ o
o a G2
DO 20 40 60 80 00 20 40 50 80
Peak gust speed [ms '] Peak gust speed [ms ']

MSCI {:)
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Probability density

« 10" Probability of exceedance
g

@

S

[N

today future
Scenario

Damage distribution

today
future

2
Damage [%]
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Example: Productivity Loss from Heat Stress

Germany »| 4+ US  Brazil - Indonesia
UK = Japan <+ India
France 1> [* China [ Nigeria
s
.g 0 1]
o 3
g2 5
c E
o ™N 2
£ 01- [7]
£ o
(]
£ T
5 &
-0.2 -
Global distribution of temperature observations . composite weighted \\
————— sample size weighted \\
Global distribution of population D] [” © | ========= unweighted \\

Global distribution of GDP . o 1|5 2b 2;5 3I0 3'5

I T I I T 1 1 -]
0 5 10 15 20 25 a0 Temperature (°C)

Annual average temperature (°C)

Burke, Hsiang, and Miguel Seppénen, Fisk, and Lei (2006)
(Nature, 2015)

MSCI {:)
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Example calculation for a single event and asset

L oy 2 9 4 g5 P ¢ B

200y flood 1.5m Damage Value

Sl e protection inundation function $10 million

RISK CONTRIBUTION
$S6K

7
AVERAGE ANNUAL 0 |
(4

Loss
$3 million

MSCI &)

Information Classification: GENERAL
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Physical Risks — Main Countries

PHYSICAL RISKS PER COUNTRY

China

United States
Japan
Germany

Netherlands

MSCI {:)

-8.00

-6.00 -4.00 -2.00
Risk Contribution: Weight x Physical Climate VaR [%]

Information Classification: GENERAL
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Physical Risks — most exposed companies

TOP MOST EXPOSED COMPANIES
The table below provides detailed information on the most exposed company facilities from physical risk exposure, including location, risk type,
costs, and relative contribution under the chosen physical climate scenario.

Main / Highest Risk Total Physical Risk
Company Name T 9 Most vulnerable location discounted Climate VaR
e
s cost in muUSD Contribution
Guangzhou Automobile Group Co., Coastal : ;
1 9 P P ; Guangzhou City, China 7,453.15 1.70%
Ltd Flooding
Coastal
2 | NISSAN MOTOR CO.LTD. pra oeee Yokohama, Japan 7.926.36 1.48%
Flooding
Coastal
3 SAIC Motor Corporation Limited P : Jing'an, China -16,447.50 -1.48%
Flooding
Coastal
4 | RENAULT SA | B Haarlemmermeer, Netherlands -3113.55 -1.44%
Flooding
5 BAIC MOTOR Corporation Limited n Extreme Heat EHETE, China -1,412.52 -1.30%
6 Mazda Motor Corporation ﬂ Extreme Heat England, United Kingdom -1,659.16 -1.29%
Coastal
7 BYD COMPANY LIMITED ] FlZ?:Z; ] Songjiang, China -8,163.89 1.21%

MSCI {:)
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Geographical relevance: Example
Emerging Hot Spots for Physical Climate Risks in the US

Aggregated Physical Climate Risk Score Tropical Cyclone Risk Score

@ Very High Risk Increase

@ High Risk Increase
©® Medium Risk Increase

. . . ® Low Risk Increase
Physical climate risk aggregate for the US based on MSCI ACWI IMI based on the cost delta between

today and 2035. The bottom map shows the estimated risk for cyclone risk. Results are aggregated Very Low Risk Increase
to US country level. Data as of July 2020.
https://www.msci.com/www/blog-posts/identifying-emerging-hot-spots/02078951551 No Change / No Score

Risk Reduction

MSCI &)

Information Classification: GENERAL
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Transition Risk Management




Transition Value-at-Risk building blocks

Transition Risks & Opportunities

POLICY TECHNOLOGY
RISKS OPPORTUNITIES

¥ Cost of Emission P Clean Tech
Reduction Revenues
Requirements +
(Scope 1) Patents deliver deep
insights into R&D
V' Electricity Pass- investments
through Cost Model
(Scope 2) P 95 million patents
assessed

' Value Chain Impacts
(Scope 3)

15 Scenarios based on:

- Integrated Assessment Models (IAMs): AIM-CGE, IMAGE, GCAM,
REMIND

» Socio-Economic Pathways SSP1, SSP2, SSP4 and SSP5

MSCI &)
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Emissions risk: What are the different scopes

'$

Scope 1 emissions

Direct emissions risk

o
’

Scope 2 emissions

Scope 3 emissions

Avoided emissions

E.

MSCI {:)

I

Electricity Use risk (indirect)

Value Chain risk (indirect)

Technology Opportunities
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Climate policies as climate transition risk driver

Relative ambition
level of current
Nationally
Determined
Contribution
(NDCs) per region

Ambition of NDC pledges vs BAU

LOW HIGH

MSCI &)
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Direct GHG emissions example: Vale S.A. (1/2)

Step 1: Translate climate policies into different policy scenarios and derive emission reduction
requirements for operations of company

MAP OF COMPANY FACILITIES
The infrastructure map displays all of the company facilities thet MSCI ESG Research maintains in its global datsbase. These focations include
production sites, sales offices and other assels thal are owned by VALE SA
Greenhouse gas

level (MtCO2e) Business
As Usual

12.5
3°C-NDCs
10.0
2°C
7.5

1.5°C
2025 2030 2035
Emission trajectories for four emission scenarios

MSCI &
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Direct GHG emissions example: Vale S.A. (2/2)

Step 2: Translate reduction requirements into costs and compute the Transition Value-at-Risk

ANNUAL GHG REDUCTION COSTS IN MAIN COUNTRIES OF ACTIVITY - 3°C SCENARIO

The below bar chart provides a

shot view of VALE S.A’s cumulative GHG mitigation costs out to 2030, when the NDCs should be fully
implemented, in its main countries of activity. If the NDCs are fully implemented, they would correspond to a 3°C global temperature scenario.

china |

orci — 3cC 2°C 1.5°C
Scenario Scenario Scenario
Germany [ |

Japan Total Discounted
-140 -120 -100 80 .60 -40 20 0 Costs -1.02 bUSD -7.25bUSD -14.82 bUSD
Costs in 2033 (mUSD)

Enterprise Value

(Equity + Debt) 103,577.95mUSD
ANNUAL GHG REDUCTION COSTS OVER TIME
As climate policy commitments are designed to grow more ambitious 2,500
over time, mitigation costs increase accordingly. The following bar ! Direct Emission
chart displays the evolution of VALE S.A's annual GHG mitigation -2.000 V R '0.99% '7% '1 4.31%
costs across M ESG Research's different policy risk scenarios, in ' a
order for emission le: > become aligned with a 3°C, 2°C and 1.5°C 2 1500
global temperature scenario. % '

-1,000
-500 I
0 — —— = J
2023 2028 2033
@ 3°C @®2C @ 1.5°C

MSCI &
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Climate Risk Contribution

Climate VaR Spread by Primary Sectors of Activity

(— Utilities
; @ i Energy
@ Materials
I —e i Transportation
L Commercial & Professional Services
é 9 Food & Staples Retailing
% -0 Consumer Services
ZE’ —_—a Banks
@H Media & Entertainment
L L Food, Beverage & Tobacco
—_— Telecommunication Services
—_—e— Diversified Financials

-100 -75 50 -25 0 25 50 75 100

M S C I @ Aggregated Climate VaR [%]

Information Classification: GENERAL
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Weighted Average aggregated
CVaR in sector

Arithmetic Average aggregated
CVaR in sector

Spread between the highest
and lowest aggregated CVaR
in each sector



High-Risk Climate Sectors

Utilities

DUKE ENERGY CORPOR.

THE SOUTHERN COMPANY

AMERICAN ELECTRIC.

ENEL - SPA

-0.20 -0.13 -0.07

Risk Contribution: Weight x Aggregated Climate VaR [%

Materials

DUPONT DE NEMOURS,..

CRH PUBLIC LIMITED..

LafargeHolcim Ltd

RIO TINTO LIMITED

-0.20 -0.13 -0.07

Risk Contribution: Weight x Aggregated Climate VaR [%

MSCI &)

= O

= O

Energy

EXXON MOBIL CORPOR..

CHEVRON CORPORATION

BP P.L.C.

GAZPROM PAO

-0.20 -0.13 -0.07
Risk Contribution: Weight x Aggregated Climate VaR [%]

o

Banks

CITIGROUP INC.

Mitsubishi UF) Fin..

BANK OF CHINA LIML..

China Merchants Ba..

-0.20 -0.13 -0.07
Risk Contribution: Weight x Aggregated Climate VaR [%]

o

Information Classification: GENERAL
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Assess Insurance Companies on
Climate Change Risk Management




ESG key issues — multiline insurance

KEY ISSUES MAIN ISSUES ADDRESSED

=
f\ﬁ Climate Change Vulnerability How does the insurer mitigate Climate Change risks?

w Insuring Health & Demographic Risk How does the insurer mitigate emerging risks?
Déﬁ% Responsible Investment Does the insurer capitalize on ESG integration?
}&'. Human Capital Development What is the ability to attract and retain talents?
f’mﬁ Privacy and Data Security

@ Access to Finance

%0 Corporate Governance

How does it manage cyber-security risks?

Does the insurer capitalize on ATF opportunities?

How effective is the Governance structure?

Corporate Behavior

MSCI &)

How does the insurer manage business ethics issues

Information Classification: GENERAL



Assessing risk exposure

CLIMATE CHANGE VULNERABILITY

; Business Company
G h
eog;? : ' IZDZI Activity Segment
Data Data

GEOGRAPHIC DATA: estimated population and assets of
countries exposed to extreme whether events.

: Do companies in this segment insure
property, assets, and individuals as part of their core business?
(yes, no, non-core)

0-10
Exposure Score

MSCI &)

Information Classification: GENERAL
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Assessing risk exposure

i + <°> E — Risk
Business Geographic Company ™= Exposure
Activity Data Segn:ent
Data - Climate Change Risks In MSCI ACWI Markets
Business Activities Exposure to
Climate change
risks
LIFE INSURANCE Medium
ACCIDENT AND HEALTH Medium
INSURANCE
FIRE, MARINE, AND High
CASUALTY INSURANCE
INSURANCE AGENTS, Medium Climate Change Vulnerability ‘.
BROKERS, AND SERVICE . ow
PENSION PLANS Low = —
HOSPITAL AND MEDICAL  Low E
SERVICE PLANS = :I;;:MSCIACWICDUNTR'\"
M S C I Z Source: NatCatSERVICE, OECD, MSCI ESG Research as of December 2020
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Assessing risk management

CLIMATE CHANGE VULNERABILITY

Does the company recognize
climate change as a major
business risk?

Does the company develop
specific statistical model to
incorporate climate change into
the actuarial model?

MSCI &)

Does the company develop
internal research to study the
impact of climate change?

Is it involved into partnership with

external organizations to study the
impact of climate change?

Information Classification: GENERAL

PRODUCTS &
PERFORMANCE

Does the company develop any
products to incentivize customers to
have environmentally-friendly
practices?

Does the combined ratio maintain at
a stable level in the last five years?

34



Multiline Insurance Performance Overview on Climate Change
Vulnerability

. ® Top Quartile Second Quartile Third Quartile @  Bottom Quartile
Strong risk management

Climate change risks are 10
identified, and included, in

risk management and modeling. 9 éi!ianz Miibich e
XA "’
8 ¢ Hannoverfies Re
i¢af Financial Group @
= Zurich =
S ¥ .Marsh & McLen®an E AlG
6 Hartford Financial Services
Moderate risk_management % Wi"is Towers Watson O "llegh?ny
Evidence of climate change @ 5 ® Fairfax Financial
risk identification and = s
management, with limited O Everest Re.
evidence of implementation. = 4
™ Aon
Kz E Baloise Holding
x 3
Ageas
2 AJG
Weak risk management Reinsurance Group
No evidence of efforts to 1
identify and manage climate
risks. 0
0 1 2 3 4 5 6 ¥ 8 9 10
Risk Exposure
Low risk exposure Moderate risk exposure High risk exposure
Limited exposure to climate Moderate exposure to climate High exposure to climate
change risks based on change risks based on change risks based on
underwriting mix and underwriting mix and underwriting mix and
geographic revenues geographic revenues. geographic revenues.

M S ‘ I 4 Source: MSCI ESG Research as of May 19, 2021.
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Multiline Insurance Performance Overview on Climate Change

Vulnerability

MSCI

Legders in underwriting performance and

= . managing climate ggange risk @
3 S Sl s s
- “ I @ Generamm rid® 1
2 g 7 | Alianz ol | &
F8 6 ﬂ Pzu ! @ ® e
& E 5 e @© @0 L ® Laggers in underwriing performance and
c 9 7 ¢ 2
[~
8= o -® _______ _ managingcliniate change risk
L= % 3 I Hanmnower
‘E 2 [} I l‘lartfurcﬂmm Aenaiasancels |
E ) I Financial . I
I..-'; | Everast Ra 1
0 : IP.Ih!ghEng.r ) |
-6.00% 4.00% 2.00% 0.00% — ZOO% — —400% — — G00 — —B0V0% — —

Combined Ratio Change (2020 vs. 2019) Relative to Peer Set Median
(Higher combined ratio means worse underwriting profitability)

Source: MSCI ESG Research as of May 17,2021

Information Classification: GENERAL
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MSCI's ESG Transparency Resources

!

MSCI ()

Made public the MSCI ESG Ratings of over 2,800 issuers in our
ESG Corporate Ratings search tool

Launched provisional climate indexes designed to meet the minimum
standards for the “EU Climate Transition benchmark” (CTB) and “EU Paris-
aligned benchmark” (PAB) in order to help clients evaluate and test them

Published the MSCI Principles of Sustainable Investing, a framework
outlining best practices for ESG integration by investors globally

Made public the MSCI ESG Fund Ratings for 36,000 multi-asset class
mutual funds and ETFs in our ESG Fund Ratings search tool

Made public ESG metrics for all MSCI indexes covered by the European
Union (EU) Benchmark Regulation (BMR) in our Index Profile search tool

Launch of Sustainable Finance resource page on msci.com

Launch of the MSCI ESG Industry Materiality Map which aims to
offer a window in the MSCI ESG Ratings model

[Search by Index Nam

eyl

Search by company or ticker

ADIDAS &G

e or Index Code

MSCI

37
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Growing pressure for institutional investors
to address climate change... e e

Climate Benchmarks Analysis

PRI announces and Benchmarks’ ESG Jun 2020
mandatory Disclosures

EU . climatg risk Sep 2019

Commission reporting

Sustainabl
Nations Unies Final recommendations A‘éz:r:nglas Feb 2019
Canfe i ) 2015 from the FSB’s Task
Force on Climate- March 2018
by 2! g related Financial
) California Dept. of Disclosure (TCFD) NGFS publishes a first
Insurance July 2017 set of climate scenarios

for forward looking
climate risks
The strategy agld ) ] assessment alongside a
governance indicators o user guide, and an
Jan 2016 e Al ) D
the PRI's climate risk st f f
f f inquiry into the potential
Outlines a standardised indicators are to imqparc); of cIimatZ

G framework for voluntary become mandatory for change on monetary

Thermal Coal Divestment
and FF Disclosure
requests

UN Climate Change disclosures on climate signatories to report on i
Conference (COP21) r.iSkS’ ?”C'.”d‘!‘g for from 2020 policy
Paris Callls insurance financial institutions
Dec 2015 companies to voluntarily e )
Mandatory divest from thermal coal Minimum technical
reporting in and provide information ] ] ] requirements for the
France on any fossil fuel related Aims to 1. shift capital methodology of both

climate benchmarks and

towards sustainability, 2.
manage financial risks
stemming from climate
change and 3. foster
transparency & long-
termism

May 2015, first investments

reports due by

July 2017 Aims to keep global
warming below 2°C and

Requires institutional to pursue efforts to limit
investors to disclose it to 1.5°C.

integration of ESG and

recommendations on
ESG disclosures,

including associated
disclosure templates

climate change-related
risks

Montreal Pledge and Portfolio
Decarbonization Coalition

Sept 2014




Patents for Amazon

Step 1: Analyze Amazon's Low Carbon

Patents

LOW CARBON TECHNOLOGIES

EXPLORED

® [T Tech

MSCI {:)

® Planes
GHG reduction @ Photovoltaic
@ Bulldings

Other (16)

muUsD

Step 2: Project future green revenue and profit from low

carbon patents and current clean technology revenue

FUTURE GREEN REVENUE AND PROFIT UNDER 2°C SCENARIO

<060 . Scenario Green Profit
Scenario Green Revenue
. Scenario Green Revenue
as % of Current Revenue

1000

500

2021 2023

Information Classification: GENERAL

2025

2027

—n

-

2029

20317

0.71%

0.53%

0.36%

0.18%

0.00%



P Climate change
A key risk for
institutional investors

Climate change may pose a

systemic risk to the financial [ o

sector, whilst also producing

new investment opportunities. o

Climate-related financial impacts

Managing these risks and capturing

new opportunities can be crucial to ®
protecting investment and optimizing

performance while at the same time

reaching sustainability goals.

@ @ @ @

California - Clean Massachusetts - India - Australia —

Energy Act of 2015 tidal flooding electric vehicles Wildfires 2019

US solar installation  Since 2005, the local real According to Insurers have received
companies saw estate market has collectively  government plans, claims worth of

their revenues soar  lost about $273 million of every car sold in $480.8million as of
between 2013 and coastal property value due to  India from 2030 will  January 8, and they
2017. flooding from sea level rise.[?  be electric.l? expect the number will

grow significantly.l

1] https://www.seia.org/solar-industry-research-data

[

[2] https://firststreet.org/press/rising-seas-swallow-403-million-in-new-england-home-values/

[3] https://www.ibtimes.co.in/watch-india-unveils-ambitious-plan-have-only-electric-cars-by-2030-724887 4 1
[4] Source: https://www.insurancejournal.com/news/international/2020/01/08/553871.htm




Scalable Climate Portfolio reporting via Managed Service

Sophisticated Climate Analytics
across 700,000 multi-asset class
securities

« Streamline climate risk
management processes within
existing workflows using high
volume climate reporting

* Asset-level climate data to identify
exposure to carbon value at risk,
and strength of management

* Roll up to portfolio level carbon
footprint for attribution analysis

* Measure against indexes and long-
term goals

M S C I @ Example for illustration purposes only

Climate TCFD report

PORTFOLIE MST03303
BERCHALANI MESHE_AC

CURRENCY, LIED
ARALFSES DATE; February 26 2020

Repaort date: October 1, 2019

l PORTFOLIO:

Sample Portfolio
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p Climate Value-at-Risk Portfolio Analysis

MSCI

CLIMATE VAR MONETARY RISK
CONTRIBUTION CONTRIBUTION

SCENARIO

Low Carbon

Transition Risk Scenarios
Selected Model: AIM-CGE | 2°C | SSP2

Policy Risk Direct Emissions (Scope 1) -3.19% -3.19 mUSD
Policy Risk Electricity Use (Scope 2) 1.17% -1.17 mUSD
Policy Risk Value Chain (Scope 3) -1.55% -1.55 mUSD
Technology Opportunities +2.51% 2.51 mUSD

Physical Climate Scenarios

Selected Model: Aggressive Tl

Extreme Cold +0.16% 0.16 mUSD
Extreme Heat -1.13% -1.13 mUSD
Precipitation +0.05% 0.05 mUSD
Extreme Snowfall +0.00% 0.00 mUSD
Extreme Wind 0.01% -0.01 mUSD
Coastal Flooding -2.06% -2.06 mUSD
Fluvial Flooding -0.04% -0.04 muSD
Tropical Cyclones 0.03% -0.03 mUsSD

COVERAGE

99.84%

99.84%

99.87%

99.87%

99.16%

99.16%

99.16%

99.16%

99.16%

99.16%

99.16%

99.16%



TCFD Reporting Projects

-~

-~
-

renewed action in
a time of crisis

XA GROUP.

. 2020
Climate report:

==
¢

<

AT

ticle 173 and

MSCI

Analysis of Climate Change-Related Risks and

Opportunities in GPIF Portfolio
‘Supplementary Guide to GPIF ESGREport 2019

Aviva’s Climate-Related
Financial Disclosure 2019 AVIVA
Metries anid Targets summary

| Wtiwrmmes | ittt | mrmece | s |

CalPERS’ Investment Strategy on Climate Change

First Report in Response to the Taskforce on Climate-Related Financial
Discioiure
sune 2020

Sources: Axa: https://www.axa.com/en/press/publications/2020-climate-report

Aviva: https://www.aviva.com/social-purpose/climate-related-financial-disclosure/;

GPIF:gpif.go.jp/en/investment/esg/gpif_publishes_the_analysis_of_climatechange-related_risks_and_opportunitiesin_the_gpif_portfolio.html
Z CalPERS: https://www.calpers.ca.gov/docs/board-agendas/202006/invest/item08c-01_a.pdf

Information Classification: GENERAL
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¥ Physical Risk Model Resolution

Chronic Risks from

Heat, Cold, Rainfall, Acute Risks from Acute Risks from Acute Risks from Fluvial

Snowfall, Wind Tropical Cyclones Coastal Flooding Flooding
Climate model 1 degree for SLR; > approx 0.5 degree,

. 0.5 degree < 0.1 degree 10,000 coastal strips for |hydrodynamical modelling at
resolution (Input) -
sea level statistics 0.005 degree

Impact model 0.5 dedree 0.1 dearee 3 arcsecond (< 0.001 3 arcsecond (< 0.001
resolution (Output) | 9 ' 9 degree) degree)
Output spatial 56km x 56km at equator|11km x 11km at equator90m x 90m at equator [90m x 90m at equator
resolution in km 56km x 42km at 40°N  |{11km x 9km at 40°N 90m x 70m at 40°N 90m x 70m at 40°N

MSCI s

Information Classification: GENERAL




Policy Risk from Value Chain Climate VaR

' Companies pass part of their

costs to their consumers

( )

Bi > 5

Cost related to decarbonization of ' “..808
value chains emissions (upstream and Portion of value chain cost

g downstream) J absorbed by each company

Burden rate

Burden rate
+ Expresses how much a company will be impacted by its value chain in a transition scenario
+ Upstream burden rate is the share of costs which are passed on to the company from upstream companies in the value chain

- Downstream burden rate is the share of costs which a company needs to absorb because of impacts on the marketability or market
share of the company's product

Burden rates are specific to each scope 3 category

M S C I Z + Source: See MSCI’s “Climate VaR methodology part 2: Policy risk”
Information Classification: GENERAL



Policy Risk from Electricity use Climate VaR (Scope 2)

Portion of cost returned to
‘ electricity generator
s \ (electricity generator pass
1 through cost)

/"l\
Cost related to =ilEE )
decarbonization of the grid —}
\ J Portion of cost passed on to
consumer (electricity
Objectives consumer cost)

» Calculate the extra cost electricity users would have to pay in a transition scenario based
on their demand for electricity

- Calculate the costs which electricity generators can pass through to final users

MSCI &)

Information Classification: GENERAL



Country pass through rates for electricity costs

Liberalized
market, 85% pass
through rate

MSCI {:)

Semi public/private
market, 50% pass
through rate

Information Classification: GENERAL

Government controlled
market, 25% pass through
rate



' Calculating cost impact with carbon prices over 15 years

800
700
600
500
400

300

Carbon Price in USD/tC02

200

100

2018 2020 2022 2024 2026 2028 2030 2032 2034

—@-— AIM CGE -REG2 —@-— AIM CGE -REG3 —@-— AIM CGE -REG1.5 —@— AIM CGE -REG2_LATE

M S C I Carbon prices for the next 15 years from the AIM-CGE model. The carbon prices are corrected for inflation. 49
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The Greenhouse Gas Protocol framework

©OCO00OO©0O

Scope 2 Scope 1
INDIRECT DIRECT
Scope 3 Scope 3
i" INDIRECT INDIRECT
purchased .
goods and "
T el AR = =
heating & caoling for wn vie - investments.
- = en
lities
o =]
= ey =
employee processing of -,
Fuel and commuting sold products @
o ek f
activities 3
- A o
transportation vehicles o
and distribution waste end-of-ife
generatedin treatment of
operations sold products
Upstream activities Reporting company Downstream activities
TS,
KR
.},5{_{: * The Greenh Gas protocol standard for scope 3 ing (http:/ghgprotocol.org/ dards/scope-3-standard)

Information Classification: GENERAL



¥ Scope 3 category overview

A UPSTREAM A V¥ DOWNSTREAM W

Category 1 & 2 Category 3 Category 10 Category 11 Category 12

Purchased goods and services Fuel- and energy- Processing of Use of sold End of live
and capital goods related activities sold products products treatment of sold
products

Category 5 Category 6 Category 13 Category 14 Category 15
Waste generated in Business travel Downstream Franchises Investments
operations leased assets

Category 8
Upstream
leased assets

Category 7
Employee
commuting

Category 4 & 9

Upstream and downstream
transportation and distribution

Bottom-up data for about 50% of important categories and about 70% of total scope 3 emissions

Legend: Largest contributing categories Bottom up b Top down

M S C I An “1” indicates a model that bases on sectoral intensities that were computed based on category-

specific models and a “b” is showing that we compute this category with company-specific bottom-up
data Information Classification: GENERAL




About MSCI and MSCI ESG Research

About MSCI ESG Research Products and Services

MSCI ESG Research products and services are provided by MSCI ESG Research LLC,

and are designed to provide in-depth research, ratings and analysis of environmental,

social and governance-related business practices to companies worldwide. ESG

ratings, data and analysis from MSCI ESG Research LLC. are also used in the

construction of the MSCI ESG Indexes. MSCI ESG Research LLC is a Registered

m\slg?tlment Adviser under the Investment Advisers Act of 1940 and a subsidiary of
nc.

About MSCI Inc.

MSCI is a leading provider of critical decision support tools and services for the
global investment community. With over 45 years of expertise in research, data and
technology, we power better investment decisions by enabling clients to understand
and analyze key drivers of risk and return and confidently build more effective
portfolios. We create industry-leading research-enhanced solutions that clients use to
gain insight into and improve transparency across the investment process.

To learn more, please visit www.msci.com.

MSCI {:)
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Notice and disclaimer

This document and all of the infori i i init, i all text, data, graphs, charts ( , the “Infor i ) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors,
direct or mdlrect suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the “Infnrmatlon Providers”) and is provided for informational purposes only. The Information may not be modified,

rever , repr or in whole or in part without prior written permission from MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.
The Information may not be used to create derivative works or to verify or correct other data or infori i For (but witkh imitati the Infor ion may not be used to create ind datab risk del
e, or in ion with the i ing, offering, sp ing, ing or marketing of any securities, portfoli fil ial prod or other i i utilizing or based on, linked to, tracking or otherwise derived from the

Information or any other MSCI data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH
RESPECT TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED
WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH
RESPECT TO ANY OF THE INFORMATION.

Without Ilmltmg any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability reg: ing any of the |
lost profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by
limitation (as applicable), any liability for death or personal injury to the extent that such injury from the i or willful of itself, its servants, or sub-contr:

r ion for any direct, mdlrect speclal, punltlve,
law be d or i

Information containing any historical infor i data or ly should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. Past performance does not guarantee future results.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its ploy , ad and/or
I and not tail d to the needs of any person, entity or group of persons.

when ing i and other busi decisi All Infor ion is

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other invi i or any ing strategy.

It is not possible to invest directly in an index. Exposure to an asset class or ] y or other 'y rep! d by an index is only available through third party investable instruments (if any) based on that index. MSCI does not
issue, sponsor, endorse, market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, i fil ial product or ding strategy that is based on, linked to or seeks to provide an
investment return related to the performance of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked I will y track index performance or provide positive

investment returns. MSCI Inc. is not an or y and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible I ities. MSCI intains and ind 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 or Index Linked | The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index
performance.

The Information may contain back tested data. Back-tested performance is not actual perfor but is hy i There are fr y material differences between back tested performance results and actual results subsequently
by any inv strategy.

Constituents of MSCI equity indexes are listed i which are i inor d from the ind according to the lication of the r index hodol Accordingly, constituents in MSCI equity indexes may include
MSCI Inc., clients of MSCI or i to MSCI. | ion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it idered to be i advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes. More information can be found in the rel index hodologies on
.mscl.com.

M rs C L pu ion in tion with li ing its i to third parties. MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor 53
Relations section 6f www.mscl.com. Information Classification: GENERAL



Contact us

EUROPE, MIDDLE EAST &
AMERICAS AFRICA ASIA PACIFIC

Americas +1 888 588 4567 * Cape Town + 2721673 0100 China North 10800 852 1032 *
Atlanta + 1404 551 3212 Frankfurt  +49 69 133 859 00 China South 10800 152 1032 *
Boston + 1617 532 0920 Geneva +41 22 817 9777 Hong Kong + 852 2844 9333
Chicago +1 312 675 0545 London +44 20 7618 2222 Mumbai + 9122 6784 9160
Monterrey +52 81 1253 4020 Milan + 39 02 5849 0415 Seoul 00798 8521 3392 *
New York + 1212 804 3901 Paris 0800915917 * Singapore 800 852 3749 *
San Francisco + 1415 836 8800 Sydney + 6129033 9333
Séo Paulo  +55 11 3706 1360 Taipei 008 0112 7513 *
Toronto +1416 628 1007 Thailand 0018 0015 6207 7181 *
*= tgll free Tokyo +81 3 5290 1555
msci.com

clientservice@msci.com
esqclientservice@msci.com

M D ‘ I ¥+¥4+3% 1ne process Tor sunmitting a rormal Index compiaint can be Tound on the Inaex reguliation page or M>UI'S webpsite at:
& https://www.msci.com/index-regulation.
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Q&A

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS




Discuss Domestic and International Activities
Related to Climate Disclosure

—Brooke Stringer and Gita Timmerman
(NAIC)

CLIMATE & RESILIENCE (EX) TASK FORCE: DISCLOSURE WORKSTREAM



Q&A

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS




Discuss Responses Received on the
Questions to Determine Objectives of
NAIC Climate Disclosures

—Commissioner Andrew R. Stolfi (OR)

CLIMATE & RESILIENCE (EX) TASK FORCE: DISCLOSURE WORKSTREAM



3) What report framework should be used?

a) TCFD?
Comment Submitter Resolution
The TCFD is a framework designed for use across financial and non-financial industries. It was developed by
financial professionals and takes a corporate governance approach to climate risk. Its risk focus is consistent LA
with how insurance regulators examine insurers. It is also consistent with how insurance regulators approached
data security in the NAIC Insurance Data Security Model Law.
Filing a report based on the TCFD framework, as now, should continue to be permitted. APCIA
We recommend using the TCFD as it has become the global standard for corporate climate risk disclosure. It
provides the information the financial community requires to integrate climate risks into their decision making. Ceres
The TCFD also has widespread global corporate, investor and government support (1,700+ companies from 77
countries, including 265 American companies.)
TCFD. We strongly advocate a full transition to a mandatory TCFD. The 8 questions were simply lifted from CDP
survey ca. 2008. CDP survey has moved on so these questions are not exactly as written back then. IAIS, and WA
SIF, both of which NAIC is a member have endorsed TCFD. TCFD is the future — not just of the insurance
industry, but for all industries.
The TCFD framework should be followed but it is very high-level and typically results in reports that are not
standardized and therefore hard to compare. Thus, while TCFD reports contain good information, one NY
company’s TCFD report may be very different from that of another.
3) What report framework should be used?
b) NAIC Climate Disclosure Survey?
Comment Submitter Resolution
The CIPR study found that the NAIC survey was developed in 2009 and not updated since. It has been criticized
by some. There are other frameworks available that have been more widely adopted. Use of another LA
framework (TCFD or CDP) would provide some useful comparisons to other financial sectors and to the non-
financial sectors that purchase insurance.
For non-TCFD filers, the current survey at the current levels of participation should be continued. APCIA
Until we pivot to TCFD fully, don’t jettison survey guestions. WA
The current survey contains questions that are similar to those in TCFD, but they need to be updated. NY




3) What report framework should be used?
c) Another framework (such as CDP)?

Comment Submitter Resolution
Given that the CDP incorporates the TCFD and provides a capability to add further questions, it would be a LA
good model for developing insurance specific questions in addition to the TCFD.
We do not oppose additional options being permitted, so long as the current two options are permitted.
However, we also need to be mindful of the proliferation of approaches making reporting and necessary APCIA
comparisons more difficult.
CDP has tuned its whole survey to align with TCFD (as have GRI, Dow Jones Sustainability Index and others) WA
because they acknowledge TCFD is the future. So we should go straight to TCFD, not something else.
CDP is not a different framework from TCFD. Its questionnaire, which is aligned with TCFD, merely provides
companies with a standard set of questions so that they can disclose details beyond what is required by the
high-level TCFD framework. CDP also provides a central location for the disclosures to be stored and viewed. NY

CDP does not, however, have an insurance-specific questionnaire. While it is possible to create an insurance-

specific TCFD-aligned survey based on CDP’s questions, that could give rise to intellectual property issues.




3) What report framework should be used?
d) Some combination?

Comment

Submitter

Resolution

We do not support new reporting mandates from combinations. Some companies have invested many
resources to comply with the current options and adding more costs to them would not be beneficial.

APCIA

We believe there is convergence in climate financial disclosure frameworks and we support our colleague’s
comments on how to improve those financial disclosures. Our comments are focused on insurer-specific
disclosures, which should start as part of — or be — the NAIC Climate Risk Disclosure and the NAIC should work
with the IAIS to make these insurer-specific climate disclosures an international standard.

CEJ

In the absence of an existing framework that adequately reveals the full extent of an insurer’s climate exposure
and plans for addressing it, we recommend that the NAIC combine the existing requirements from several
frameworks to assemble a new framework. By combining existing frameworks, the NAIC could make it possible

for insurers to use the NAIC survey answers to meet their other reporting obligations, limiting the reporting
burden.

Insure Our
Future

A growing number of jurisdictions globally are mandating TCFD-based climate disclosure over the next five
years. Therefore, the more NAIC can align with the TCFD recommendations the less incremental burden
companies will face in responding to multiple surveys. By implementing the TCFD Recommendations, combined

with using the climate-risk metrics in the SASB Insurance Industry Standard, companies will have a cost-
effective way to provide insight into how effectively they are mitigating existing challenges and adapting their

business model and operations in the face of climate risks. SASB metrics are among the most referenced tools
cited by TCFD for implementing its recommendations. Using the SASB Standards will enhance the comparability
of the reported information across companies and therefore the usefulness to decision-makers, and it will
ensure that insurers can use common tools (TCFD and SASB) for reporting to both regulators and investors.

SASB

The report framework should tailor the TCFD framework to the insurance industry and contain more specific
questions. Ideally, given its expertise in this area, we would ask CDP to develop an insurance-specific
questionnaire, but it would cost insurers money to respond.

NY




1) Who is the audience and what do they wish to glean from the results?

Comment

Submitter

Resolution

Regulators—who want to determine how insurers are addressing climate risk; the nature and extent of the risk
to the industry; and how insurance compares to other industries.
Rating Agencies—who need information similar to regulators to evaluate insurers.

Investors—anyone involved in the financing of insurance enterprises; anyone interested in other than purely
financial information for investments.

Public—various groups with an interest in climate issues.

|

LA

Public climate disclosures are for the company to discuss its policies and should reflect an insurer’s unique
business model and risk profile which is driven by materiality and the other factors that govern public
reporting. In contrast, the objectives of regulatory reporting are providing policyholder protection while
concurrently preserving the solvency condition of the insurer. Therefore, for regulator mandated reporting, the
audience should be solely state regulators with respect to their responsibility to oversee insurer solvency and
consumer protection, with confidentiality protection particularly for forward looking disclosures.

APCIA

The NAIC Climate Risk Disclosure and other climate risk disclosures, such as the TCFD, focus on the financial
implications of climate on the reporting companies and are targeted for use by investors, investment analysts
and financial regulators.

Disclosures related to insurers' offerings in the face of a changing climate should be added so consumers can

better assess which insurer they want to do business with and policymakers can better craft public policy as
insurers prepare to leave certain markets or dramatically modify product offerings and price.

CEJ

Sustainability disclosure has attracted the interest of a broad range of stakeholders, including investors,
companies, and regulators. There is a growing belief that capital markets can only deliver long-term value to

shareholders if companies and investors understand their sustainability-related risk exposures, benchmark and
compare performance among peers, and efficiently price the risks and opportunities associated with
environmental, social, and governance factors, including climate change.

SASB




1) Who is the audience and what do they wish to glean from the results?

Comment

Submitter

Resolution

For regulators, the information helps them understand how well positioned insurers are for the growing
climate risks and opportunities they face. Survey responses will help regulators discuss climate risks with
companies and other stakeholders, resulting in companies improving their climate strategies and positively
affecting affordability and availability of insurance.

Policyholders have increased expectations for companies to help more in the fight against the climate crisis,
and others want to purchase insurance products and services that provide climate benefits.

Investors struggle to get the information they need from voluntary climate risk disclosure by insurers, so

regulator requirements for disclosure of that information

are absolutely vital.

At insurance companies, senior management and directors find value in the process of assessing and disclosing
climate risks. Management and directors also need this information to guide the company’s climate strategy
and assure safety and soundness for all stakeholders.

Insure Our
Future

The audience includes insurers, activists, regulators, and researchers who want to make judgments about
which companies are doing the most to get us to a low-carbon economy. This includes best practices, what
most companies are doing, laggards and new ideas for insurers.

WA

The primary audience should be regulators and the public. From a regulator’s perspective, DFS would like to
use the responses for risk evaluation and solvency regulation. For the public, the survey responses could be

used by consumers to assess whether an insurer is well-managed and whether its business conduct is aligned
with their value. They may also help consumers decide which insurers they want to do business with based on
the likelihood that the insurer will remain in the market. Finally, comprehensive disclosures would enable
consumer advocates and representatives to analyze the landscape of current business practices and promote
successful climate strategies.

Although investors may also find the responses useful, the SEC is better placed than the NAIC to dictate what
climate-related reporting is needed to ensure that investors’ interests are protected.

NY




1) Who is the audience and what do they wish to glean from the results?
a) What qualitative and quantitative metrics do they need?

Comment

Submitter

Resolution

Qualitative—Should be focused on corporate governance of and climate risk to the insurer—corporate
strategy, planning, resources, and goals.

Quantitative—Should have the information necessary to review and evaluate solvency, quantitative
evaluations of risk, and portfolio investments.

LA

The following questions should be added:

1) What models or type of modeling do you utilize for assessing the impact of climate change on the products
you are willing to offer and business strategy?

2) What are the key assumptions regarding the magnitude of climate change you utilize in your climate
modeling?

3) Over the past five years, what changes affecting the availability and affordability of your products and
coverage in the markets you serve — in terms of geography, types of insurance, perils insured and rate change
— have you made as a result of climate change impacts?

4) Based on your current assessment of climate risk, what impacts do you currently anticipate on the
availability and affordability of products and coverage in the markets you serve — in terms of geography, types

of insurance, perils insured and rate change — as a result of climate change?

5) If (provide metric for climate impact, e.g. 2 degree temperature rise), what impacts do you anticipate on
the availability and affordability or products and coverage in the market you serve — in terms of geography,

types of insurance, perils insured and rate change?

6) Based on your current assessment of climate risk, what actions are you taking to be able continue serving
the markets you currently serve for the next 10 years?

CEJ

While some questions and answers must be qualitative, it is important to include guantitative measures of
climate impact against which the insurers can describe their response. We also suggest that identification of
specific geographic areas at a state and county level with the associated insured perils and insurer response is

needed and we consider those to be quantitative responses. Another area for quantitative question and
response is for anticipated price / rate change. For example, when and where does the insurer anticipate rate
changes of 15%, 30%, 50% and 100% due to climate risk?

CEJ




1) Who is the audience and what do they wish to glean from the results?
a) What qualitative and quantitative metrics do they need?

Comment

Submitter

Resolution

These audiences wish to glean information about climate change preparedness, governance, risk management,
and strategy, which are qualitative factors that are aligned with the TCFD climate disclosure recommendations.

Looking forward to future years, we recommend that the NAIC begin pilot testing additional metrics, by
immediately setting up a group of insurers willing to work with the NAIC on this project. For pilot testing, we
recommend you consider the insurance-specific metrics provided in the Climate Risk Financial Forum’s Climate
Financial Risk Forum Guide 2020: Disclosure Chapter (June 2020).

Ceres

All investments by an insurer in fossil fuel related entities and should be disclosed. These investments are at
high risk of declining in value and ultimately becoming stranded assets as the world transitions to a low-carbon
economy.

All fossil fuel-related entities that the insurer underwrites or otherwise insures, as well as the total premium
from those projects should be disclosed. The resulting potential litigation could pose a solvency concern.

In the future, disclosures should include investments and underwriting for other high-emissions activities, as
their risk profiles will increasingly resemble those of fossil fuels.

Insure Our
Future

Should be driven by what is asked by current standards; that is, what is asked by TCFD, or the current Climate
Risk Disclosure Survey questions as written. To the degree that we call for more comparability, or granularity,
or decision-level information (as PRI suggested) we need to be able to defend why we need it and what we’ll be
using it for. Otherwise, we should expect to get pushback from respondents.

WA

We strongly believe that any additional mandatory reporting should be confidential and be solely provided to
regulators for regulatory purposes. If reporting is to exceed current mandates, only qualitative reporting,
similar to that required in the current survey, should be required. Any quantitative reporting should remain at
the carrier’s discretion to encourage reporting practices and metrics in this nascent area to evolve and mature
over time.

APCIA




1) Who is the audience and what do they wish to glean from the results?
a) What qualitative and quantitative metrics do they need?

Comment Submitter Resolution
The following metrics should be captured through a combination of single-select multiple-choice questions,
multi-select checkboxes, numerical questions, yes/no questions, and open-ended narrative textboxes:
On Risk Culture and Governance
*Which board member(s) or committee(s) is responsible for managing the financial risks from climate change
(“climate risks”)? (multiple choice)
*How often are climate risks discussed at board meetings? (multiple choice)
*Which senior management function(s) is responsible for climate risks? (multiple choice) NY
*Describe board members’ experience and/or expertise related to climate risks (open-ended)
*Has the company implemented any renumeration policies to incentivize the management of climate risks?
(Y/N) If yes, please describe the targets and incentives (open-ended)
*Do you have a committee focused on climate risks that cuts across business lines and/or functions? (Y/N) If
yes, please briefly describe (open-ended)
*How do you acquire climate risk expertise? (multiple choice)
Business Strategies
*Which segments of the company’s customers and investees would be affected by climate change and how?
How big are these segments (revenue, investment amount) for the company? (multiple choice + short
narrative descriptions
*How does the company define materiality when assessing climate risks? (multiple choice) NY

*What products and services does your company offer on the underwriting side that contribute to climate
mitigation and adaptation? (short narrative descriptions and numerical metrics such as premium amount

*What investments does your company make that contribute to climate mitigation and adaptation? (short
narrative descriptions and numerical metrics such as investment amount)




1) Who is the audience and what do they wish to glean from the results?
a) What qualitative and quantitative metrics do they need?

Comment Submitter Resolution

Risk Management Framework

1) Description of risk management framework (open-ended);

2) Control functions involved (e.g., risk mgmt, info technology, compliance, internal audit, actuarial)
(checkboxes and short narrative descriptions on what each function does and how the functions work together) NY
3) Metrics insurers use to assess and monitor climate risks, such as amount of exposure to business lines,
sectors, and geographies vulnerable to climate change (absolute amounts and percentages), alignment with
climate scenarios, 1 in 100 years probable maximum loss, Climate VaR, carbon intensity, and amount of
financed carbon

Risk Management

*Climate-related targets (checkboxes and numerical answers)
*How does climate change impact existing risk factors (checkboxes and open-ended questions)?

*What is the company’s exposure on the underwriting and investment side to sectors and geographies
sensitive to physical risks (e.g., hurricanes, flood, drought)? (numerical answers, such as the absolute amount
and percentage of total premium or investments)

*What is the company’s exposure on the underwriting and investment side to: NY
1) sectors sensitive to transition risks (i.e., high-carbon sectors like fossil fuel production, electric
utility, automotive, aviation, shipping, cement, steel) and

2) high- and low-carbon technologies within those sectors (e.g., coal, oil, and gas power generation vs.
renewable power generation, internal combustion engine cars vs. electric vehicles or hybrid cars)? (numerical
answers, such as the absolute amount and percentage of total premium or investments)

*What is the company’s exposure on the underwriting and investment side to climate solutions? (numerical
answers, such as the absolute amount and percentage of total premium or investments)




1) Who is the audience and what do they wish to glean from the results?
a) What qualitative and quantitative metrics do they need?

Comment Submitter Resolution
Scenario Analysis
*Does the company utilize climate scenarios on the asset and/or liability side? (Y/N)
If yes, what types of scenarios are used? (checkboxes + short, open-ended descriptions)
[Types of scenarios could be: 1) Top down— GHG emission based
2) Bottom up—technology pathway based]
*What time frames are considered for each scenario? (checkboxes) NY
*How has the company used the outputs from the scenario analysis to inform decision making? (open-ended)
*How does the company plan to use the outputs from the scenario analysis to inform decision making in the
future? (open-ended)
*If the company does not currently use scenario analysis, what is its expected time frame for developing and
implementing scenario analysis (multiple choice, such as 1yr, 2yr, 3yr+)
Incorporation of ESG into investments:
*Total invested assets, by industry and asset class (quantitative);
*Description of approach to ESG factors in investment management processes and strategies (qualitative)
Policies Designed to Incentivize Responsible Behavior:
*Net premiums written related to energy efficiency and low carbon technology (quantitative);
*Discussion of products and/or product features that incentivize health, safety, and/or environmentally
responsible actions and/or behaviors (qualitative)
SASB

Environmental Risk Exposure:

*Probable Maximum Loss (PML) of insured products from weather-related natural catastrophes
(quantitative);

*Total amount of monetary losses attributable to insurance payouts from (1) modeled natural catastrophes
and (2) non-modeled natural catastrophes, by type of event and geographic segment (net and gross of
reinsurance) (quantitative);

*Description of approach to incorporation of environmental risks into (1) the underwriting process for
individual contracts and (2) the management of firm-level risks and capital adequacy (qualitative)




1) Who is the audience and what do they wish to glean from the results?
1b) How should the information in the survey be formatted to be useful?

Comment

Submitter

Resolution

Qualitative Information—Should provide sufficient narrative detail to be useful in understanding how the

insurer incorporates climate risk in its business strategy and operations. Format should address the specific
areas of the requested disclosures.

Quantitative—Should rely on generally accepted practices for presenting financial, actuarial, and investment
information. The disclosures should not create new forms of reporting. Quantitative information is often better
understood when presented in some type of graphical summary.

LA

We find the current survey formatting, along with the option to file reports based on the TCFD framework, to
be sufficient.

APCIA

We suggest a tabular presentation with column for location, climate impact metric (e.g. 1, 1.5 and 2 degree
temperature rise), time frame (5, 10, 15, 20 years), relevant peril, relevant product(s) and anticipated action.

CEJ

| acknowledge the call from CIPR and AAA to change the format slightly. However, format revisions should be
contingent on a demonstrated case for how they will do more for encouraging and understanding a low-carbon
economy. There should also be a commitment to continue analyzing responses.

WA

The information should be a combination of single-select multiple-choice questions, multi-select checkboxes,
numerical guestions, yes/no questions, and open-ended narrative textboxes so as to make the responses easily

comparable across insurers and across time.

NY

1) Who is the audience and what do they wish to glean from the results?

¢) What information not already being provided in the survey would be useful?

Comment

Submitter

Resolution

Questions and sub-questions already in the survey but are not being answered by most insurers should be

converted from open-ended questions and sub-questions to close-ended questions to the extent possible and

made mandatory. The current survey allows too much flexibility in terms of how the questions are answered,
and therefore makes the responses hard to compare and evaluate.

Questions and sub-questions not currently in the survey are addressed in 1a.

NY

We are not aware of any.

APCIA




2) Who should report?
a) What is the threshold?

Comment

Submitter

Resolution

The threshold should be large enough in terms of premium and capital and surplus that large insurers file the
report. Smaller insurers, especially the very smallest, may not be able to devote the resources to respond
adequately. They also may not have climate impact from operations or investments sufficient to contribute to
an understanding of the climate impact of the insurance industry.

LA

The current threshold and definitions should not be changed to include more companies, as most of the
industry is already included. The notion of materiality should also be reflected in whether a company must file
and if so, in what detail.

APCIA

We recommend lowering the size of insurance company premiums required to answer the survey, from $100
million to $50 million in premiums. This would be valuable because it would provide a fuller picture of U.S.
insurers' responses to climate change, by capturing around 90% of the entire U.S. insurance market compared
to about 70% at present.

Ceres

All companies_currently captured by the reporting requirement, plus companies with S50 mm in one line.

WA




2) Who should report?
a) What is the threshold?

Comment

Submitter

Resolution

All insurers should report because the impacts of climate change impact every type of peril insured throughout
the country, it's good corporate governance, enables policymakers to better work with insurers to craft
partnerships for resilience and mitigation to promote availability and affordability, and allows insurance
consumers to assess their insurer’s approach to and planned responses to climate risk.

CEJ

Companies of all sizes are under increasing pressure to provide certain climate-related risk information to other

businesses, in particular if they are suppliers to large companies. In addition, financial institutions are
increasingly likely to request certain climate risk information from companies to whom they provide financial
capital. In this respect, companies that do not provide climate risk (and opportunity) information may
experience a negative impact on their commercial opportunities or on their access to or cost of capital.

SASB

All insurers except for those in insolvency proceedings. The proportionality principle should be applied in

evaluating the survey responses and in taking supervisory action. Each insurer to take a proportionate
approach to managing climate risks that reflects its exposure to climate risks and the nature, scale, and
complexity of its business.

DFS recognizes that not all insurers have the same level of resources to devote to managing climate risks and
that some insurers will take longer than others to develop and implement appropriate practices. However, all
insurers, regardless of size, are expected to analyze their climate risks on both the underwriting and investment
sides of their balance sheets. Small insurers are not necessarily less exposed to climate risks because they may
have concentrated business lines or geographies that are highly exposed to climate risks without the benefit of
diversification available to larger insurers.

As an insurer’s expertise and understanding of climate risks develop, the insurer’s approach to managing these
risks to mature. Over time, an insurer’s analysis of climate risks and assessment of their materiality for its
business should shift from a qualitative approach to a quantitative approach.

NY




2) Who should report?
b) Should it be compulsory?

Comment Submitter Resolution
No, especially if it is to be public. Any meaningful disclosure would require information that would be
confidential under most states’ examination laws. If it is compulsory, then any public disclosures should be LA
redacted or edited. Any compulsory disclosure should be a requirement of the domestic regulator. Louisiana
would not participate in a compulsory disclosure requirement.
The current survey and TCFD are currently mandated, and we see no reason to increase or change the APCIA
mandate.
It should remain compulsory because the NAIC annual information request is the most widely used source of
information about insurers’ responses to the climate risks they face. While excellent information is provided in
some voluntary disclosures, only mandatory disclosure can result in the comparable, consistent reporting
investors need. Ceres
We recommend that all states, DC and territories consider participating in the survey. For the survey being
released in July 2021, we hope that the members of the task force will consider participating.
S50 mm and up mandatory, strongly encouraged for all others. We should aim for total NAIC participation after WA
having just 6 states participate in recent years.
Yes. While all insurers should be required to respond (except for those in insolvency proceedings), the
standard can be “comply or explain” for the first few years to give insurers time to build their capacity to
manage climate risks and respond to the survey. If they cannot comply, they should provide a plan on how they NY

will comply in the future. The “comply or explain” approach is used in the UK, France, and New Zealand for
their climate-related reporting.




7) How should the results be made available?
a) Only to regulators?
b) Publicly available (as it is today)?
c) Combination of public and regulator-only?

Comment

Submitter

Resolution

Any meaningful disclosure would require information that would be confidential under most states’
examination laws. Any public disclosures should be redacted or edited to protect such information.

LA

The current survey and answers should remain public. However, if there are major changes and expansion,
the additional mandatory reporting should be only to regulators with adequate confidentiality. Regulatory
and public reporting should be separate. Regulator mandated reporting, such as stress tests, scenario
analyses, ORSAs and forward-looking information should be protected and available to regulators only.

APCIA

Results should be public. Regulator-only information should be requested by examiners and analysts as part
of the exam and audit process. NAIC should update its Financial Condition Examiners Handbook and its
Financial Analysis Handbook to include such questions.

NY

We strongly support efforts to enhance climate risk disclosures by insurers and strongly encourage the NAIC
to consider establishing standard climate risk disclosures, beginning with greenhouse gas emissions, including
standardized, publicly available data and methodologies for insurers to use in meeting those disclosures.

CAP

Speaking for the insurance-specific disclosures we suggest, it is foundational that such
disclosures be public information.

CEJ

We recommend the survey responses continue to be made available to the public. Transparency is important
both for accountability to regulators, investors and the public, and for ensuring a process that companies find
valuable.

Ceres

The NAIC should continue making survey results publicly available, even as they become more detailed.
Insurance regulators are charged with protecting the public interest, and nothing can be more in the public
interest than monitoring contributions to and exposure to climate catastrophes.

Insure Our
Future

Publicly available (as it is today) This is a MUST KEEP STATUS QUO item. Having the data be publicly available
is why it is so valuable and useful to other companies, researchers, individuals, climate activists, etc.

WA

Sustainability information, including climate-related disclosure, should be publicly available to facilitate
transparency and accountability.

SASB




4) How should the questions be designed?
a) Multiple choice?
b) Open-ended?
c) Close-ended (rating scale, dropdown, ranking, etc.)?

Comment

Submitter

Resolution

Questions should incorporate features of all format types. Once the desired questions are drafted, an expert in
developing surveys should be consulted to create different forms of queries and offer guidance on how to best
use different survey methods.

LA

We urge the NAIC to proceed with caution before implementing multiple choice questions. The multiple-choice

format is not conducive to the type of nuanced answers that are often required for climate disclosures.

APCIA

The answers to the questions should be provided in a tabular format. While more structured questions
(multiple choice or close-ended) answers might be developed over time, we suggest initially framing the
insurance-specific questions as set out above.

CEJ

We recommend the TCFD framework this year, using multiple choice and close-ended questions, while
retaining some open-ended questions from the framework. The TCFD framework as designed solicits a great
deal of narrative disclosure. Much of the TCFD framework has been slightly altered into a more decision
friendly, multiple choice/close-ended format by CDP, the UN PRI and others. The TCFD was also designed for
disclosure of metrics and targets using the work of ESG standard setters.

Therefore, we recommend the NAIC use the TCFD questionnaire but add metrics, where appropriate, and
convert text to multiple choice questions and checkboxes, similar to the changes that CDP and UN PRI made

when they integrated the TCFD into their annual questionnaires. These changes will provide improved
comparability of data compared to the TCFD alone or the current NAIC questionnaire. It may also improve the
quality of responses because of the specificity required.

Ceres




4) How should the questions be designed?
a) Multiple choice?
b) Open-ended?
c) Close-ended (rating scale, dropdown, ranking, etc.)?

Comment

Submitter

Resolution

Disclosures should be designed to be material over the short, medium, and long term; comparable across
companies (especially within an industry); consistent across time periods; reliable; connected to information in
the financial statements; industry-specific ; guantitative and metrics-based, with gualitative information to
provide context about governance, strategy, risk management, and performance; and comprehensively used

for reporting across an investible universe. Thus, climate-risk disclosure should enhance a company’s external
disclosures and serve as a useful tool for management and board decision-making and investor assessment of
that decision-making.

SASB

Multiple choice, open-ended and close-ended questions should be used, depending on the question. For
example, multiple choice for the question “Which senior management function is responsible for climate
risks?” A) CEO, B) CRO, C) CIO, D) CMO and E) CSO.

For example, closed-end for the question “What are the main barriers for your company to consider climate
change’s impact on your investments?” Rank the following set of answer choices.

Open ended for an "Others" option, as follows: “If you selected Other(s), please specify” in the textbox.

NY

4) How should the questions be designed?

d) Should insurers be able to respond to narrative responses by referencing an attachment or linked disclosure (such as TCFD)?

Comment Submitter Resolution
Yes. Some companies already reference certain sections in their annual reports or sustainability reports when
providing disclosures that are aligned with TCFD. At the same time, insurers should still be required to respond
to the multiple-choice and close-ended questions, even if responses to those questions can be found in other NY
reports. This will ensure the comparability of the responses without requiring too much additional work by the
respondents.
We would support this additional flexibility, so long as TCFD reports would continue to be an option. APCIA




4) How should the questions be designed?
e) Should questions be tailored to size of company or logic added to meet companies where they are?

Comment Submitter Resolution

The questions should not be tailored to the size of the company, but the evaluation of the responses should

according to the proportionality principle. For example, a response indicating inaction by a small company in
a particular area could be deemed acceptable from a risk perspective by a regulator, although as stated

earlier, small insurers are not necessarily less exposed to climate risks because they may have concentrated NY
business lines or geographies that are highly exposed to climate risks without the benefit of diversification
available to larger insurers.
If the regulatory reporting is to become more resource intensive, we strongly support a proportional
approach. APCIA

6) Where should climate disclosures be reported?

a) Continue to make it available through California’s website?
b) Build an NAIC repository?
c) Directed to the domestic state?
Comment Submitter Resolution

To the domestic state with a possible NAIC repository similar to financial reporting. LA
For efficiency, there should be a single national site for reporting and for public access, though the two need
not be the same. The site for public access must accountable to the public, which puts the NAIC at a CEJ
disadvantage.
For the survey being sent in July 2021, we recommend continuing to make responses available through the
California website. For future surveys, we recommend that the NAIC and California build an NAIC repository, Ceres

because of the efficiency of providing the information in one location that makes it easy for regulators, the
public and investors to find.

Build an NAIC repository. Repository should be as widely accessible as possible. Perhaps several places — NAIC,
lll, maybe offer all insurance departments to have links to it. Perhaps add that participating insurers should WA
have a link to the database on their individual websites. Also on IAIS website, SIF website.

The information should be maintained in a central location. The California DOI has been most generous to
host the disclosures for the past 12 years. In the long-term, it would make more sense for the NAIC to be the

NY
repository, depending on how long it would take for the NAIC to build the repository and what it would look
like.
Depending on the best guarantee of confidentiality of sensitive information, we are comfortable with APCIA

continuing to have it on the California website, at the NAIC or in the domestic state.




5) How should a transition from the current survey to a successor be managed?

a) What should be the effective date of the changes?
b) What should be the timing of information reported?

Comment

Submitter

Resolution

Annually or when any major changes occur in the opinion of the insurer.
There should be a consistent reporting date.

LA

We do not believe that changes are necessary. But depending on the type of change, if any, a year to
reprogram would be appreciated along with an additional year to report. Reporting should be in the second half
of the year.

APCIA

We suggest an initial report for the insurance-specific disclosures about six months following the adoption of
the new questions. We also suggest quarterly disclosures. In many instances, such quarterly updates will simply

be “no change,” but any change that is reported should be provided more timely than an annual submission.
This is particularly relevant given insurers’ history of “discovering” risk following catastrophic events, despite
the use of catastrophe models, with insurers making major changes in product offerings and price.

CEJ

We recommend that the NAIC change to the TCFD framework as of July 2021, since the annual questionnaire is
typically sent out each July. While we realize this is a short timeframe to also add metrics, multiple choice
questions, and checkboxes based on the TCFD, we hope that some of that work could be completed by July
2021. In terms of when the information should be reported, we do not recommend any changes from previous
surveys. Finally, we are aware that large and small companies have very different resources, in terms of staffing
and financial resources, to devote to climate risk data collection and disclosure. Therefore, we support a phase-
in period for smaller companies.

Ceres

No earlier than mid-spring to be mindful of corporate timelines on gather information internally. Right now,
deadline is Aug. 31 every year. No reason to change.

WA

Insurers should all respond to the new survey. They can be given more time, such as an additional month or
two, to respond to the new survey in the first year. Insurers that have not previously responded to the current

survey (for example, because they did not meet the current threshold) should be given plenty of advance notice
to familiarize themselves with the questions and prepare their responses.

NY

a) The effective date should be whenever the new survey is finalized.

b) Insurers’ annual statements are submitted by March 1 every year. To ensure that the data in the survey
responses is up to date, the responses should be due close to that time, such as April 1. The survey can be sent
out on February 1 of each year. This can start in 2023 but would ideally start in 2022 if the new survey can be
finalized well in advance of February 1, 2022.

NY




8) What can be done to help companies recognize climate-related risks and how they should be disclosed.

Comment Submitter Resolution

NAIC and regulators can provide seminars and trainings for insurers. As a first step, regulators themselves need
to be educated on the issue and need to start talking to their regulated insurers about climate risks. NAIC
already has a course on Climate Change and Risk-Focused Examinations but it is unclear how widely it has been
taken.

NY

Trade associations are also able to organize workshops and trainings for their members.

Major issues for companies include how to understand and report transition risks, how to handle potential
liability for forward-looking statements beyond traditional time horizons and with high uncertainty, time to
comply, and reporting at the group versus legal entity levels. A major challenge in assessing risks and making
consistent public disclosures is the lack of available and reliable climate related data from customers and
investee companies. The availability of good quality and reliable data is largely outside insurers’ control and is a
shared responsibility of the wider economy. APCIA

Supervisors should focus on supporting appropriate policy actions and help develop appropriate solutions that
do not force insurers to rely on third-party data providers to obtain data at the asset level such as emission
data and targets. Quantitative reporting also requires data on the risks that investee companies and customers
face that is not yet readily available and standardized.

9) What support is necessary to assist companies in filling out the survey?

Comment Submitter Resolution

If companies have questions regarding the survey, they should be able to contact NAIC staff, who can then
forward the question the Disclosure Workstream. The Workstream can then respond to the insurer and post NY
the answer in an FAQ page on the NAIC website.

If the disclosure methodology remains as is, little additional help is needed. But if the mandate expands,
additional help on the issues mentioned above will be important.

APCIA
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