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A global webinar by UN Environment Programme’s (UNEP) Principles for
SustainableInsurance Initiative (PSl) and Sustainable Insurance Forum
(SIF) in partnership with the International Association of Insurance

Supervisors (IAIS)

1st Webinar: 9:00 to 10:30 am Central European Time
2"d Webinar: 3:00 to 4:30 pm Central European Time 1
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Agenda (total time: 90 minutes)

= Welcome

= Climate risks and the TCFD from a PSI perspective
* |ntroduction of the SIF

= Presentation of IAIS work on climate risks to date

= Qverview of SIF/IAIS Issues Paper: Key findings &
consultation process

= Concluding remarks



rinciples for Sustainable Insurance

Climate risks and the TCFD
from a PSI| perspective



Thetriplerole of theinsuranceindustry @
in addressing sustainabilityrisks & opportunities sl

Principles for Sustainable Insurance

Over USD 5 trillion

world premium volume
Insurer

role

(financial risk
management)

Sustainabilit .
e Over USD 30 trillion

opportunities global assets
under management

Investor
role

(asset
management)

manager
role

(physical risk
management)



The Principles for Sustainable Insurance: @
A global roadmap to drive systemic change Eal

Principles for Sustainable Insurance

Principle 3: Principle 4:

We will work together FUBIIC e will demonstrate

with governments, ountability. and
regulators and otk sparency in regularly

stakeholders to g Governments, Sing publicly our
widespread actig reoqﬁleart%sy & s in implementing
society on envir, stakeholders

social and gove

) Clients &
ISSUes.

business
partners , 0

Clients, suppliers,
agents, brokers,

Principle 1 insurers, reinsurers ork together with
: ents and business
We will embed i Coielbusiie s s to raise
decision-making Riok maecemon eness of
environmental, socié Insurance underwriting /ironmental, social and
governance Issues re Elr;f::;t r:zrvlz'osr;"s:: governance issues, manage
to our insurance busine - &markgetmg risk and develop solutions.

Investment management

6



Implementing the Principles: Examples

A company commitment

g

Pollution

Environmantal aspacts
5

e poral
‘lf = g

- ey - —
2 e A e

Sustainability
Risk Framework

2 safety
0
Resattlement of people =

Social aspects Governance aspacts
i n esponsible and carcfu
anc ion anning and assessmen
d 5

Swiss Re’s Sustainability Risk
Framework

Umbrella policies
= Human rights & environmental protection

Guidelines

= Animal testing

= Dams

= Defence sector

= Forestry, pulp & paper, palm olil
= Mining

. par_non-proliferation
Oil & gas
hermal coa

Munich Re’s processes, guidelines and tools to assess
ESG issues in insurance underwriting and investment

transactions

Q)

PSI

Principles for Sustainable Insurance

Swiss Re among firstin
insurance industry to
integrate environmental,
social & governance (ESG)
benchmarks into investment
decisions (Jul 2017)

» Swiss Re publication explains why ESG
integration makes economic sense for
long-term investors

+ Swiss Re selected benchmarks based
on the MSCI ESG methodology for its
equities and fixed income portfolios

Allianz’s ESG framework for insurance and investment

SCOR'’s scoring grid to help insurance and
reinsurance underwriters assess ESG practices in
sensitive sectors and lines of business
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Implementing the Principles: Examples @

A company commitment

2015 Climate Finance Day

ElesB

Target “warming potential” of AXA's investments to below

Principles for Sustainable Insurance

“The debate is no longer about whether, it's about when. As an
insurer, | have personally witnessed many times humanity's capacity for
resilience. This gives me hope that we will learn from the errors of the
past and set ourselves on a path towards a more sustainable future,
beginning here today and resulting in a comprehensive, fair and
ambitious agreement this December. In any case, we have no choice:
a 2°C world might be insurable, a 4°C world certainly would not
be.”

Henri de Castries, Chairman & CEO, AXA Group, 22 May 2015,
Climate Finance Day, Paris

Various PS5l members have made commitments to disengage from
coal-intensive business through their investments and/or
insurance underwriting, to increase green investments, and/or
align investments with science-based targets and the goals of the

Paris Climate Change Agreement

Allianz () -

1.5°C by 2050 + Join UN Net-Zero Asset Owner Alliance

Green investment target doubled to EUR 24 billion by 2023 Munich RE
Investment in new asset class: Transition bonds
Total coal exit (2030 > OECD + EU / 2040 —» rest of world)

FastCat: Parametric assistance service

AVIVA
[ul‘HI RALI
(@) MAPFRE NLL A scor
=  SUNCORP

Z

&2 storebrand ®5wissﬁe ZISRICH



Examples of climate & sustainability disclosure @

frameworks and initiatives over the years &8

relevantto theinsuranceindustry Principles for Sustainable Insurance
: Climate
ey ChimateWise
DRIVING SUSTAINABLE ECONOMIES g?anrc:iards \=// Insutri_nggl
fiture
CDP (formerly the
Carbon Disclosure Project) Climate Disclosure ClimateWise Principles

Standards Board

GR| & INTEGRATED REPORTING <R uE PR I Recponaibie
e : EEE Investment
\%';.;r International Integrated
Reporting Council Principlesfor
Global Reporting Initiative Responsible Investment
LN
)
N9 NAIC
s PSI ,
UNEP Principles National Association of
FINANCE for Sustainable Insurance Commissioners
INITIATIVE Insurance
o US National Association of Insurance
Principlesfor Sustainability Accounting Commissioners (NAIC) Insyyer
Sustainable Insurance Standards Board

Climate Risk Disclosure Survey
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Figure 7

Recommendations and Supporting Recommended Disclosures

Risk Management Metrics and Targets

Governance Strategy
Disclose the organization’s
governance around climate-
related risks and opportunities.

Disclose the actual and potential
impacts of climate-related risks
and opportunities on the
organization’s businesses,
strategy, and financial planning
where such information is
material.

Recommended Disclosures Recommended Disclosures
e

Disclose how the organization
identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

PSI
Principles for Sustainable Insurance

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
information is material.

Recommended Disclosures

a) Describe the climate-related
risks and opportunities the
organization has identified

over the short, medium, and

a) Describe the board's oversight
of climate-related risks and
opportunities.

a) Describe the organization's
processes for identifying and

assessing climate-related riskg.

the organization to assess
climate-related risks and

opportunities in line with its
strategy and risk managem

Describe the impact of
climate-related risks and

b) Describe management's role
in assessing and managing

b) Describe the organization's
processes for managing

b) Disclose Scope 1, Scope 2,
and, if appropriate, Scope 3

climate-related risks and opportunities on the climate-related risks. greenhouse gas (GHG)
opportunities. organization's businesses, emissions, and the related
S i i risks.
planning.
— ——

Describe the resilience of the
organization’s strategy, taking
into consideration different

climate-related scenarios,

-]

scenario.

c) Describe how processes for
identifying, assessing, and

are integrated into the
organization’s overall risk
management.

managing climate-related risks

Describe the targets use
the organization to manage
climate-related risks and
opportunities and

erformance against tar;




UNEP FI’'s TCFD main focus across banking,
Insurance and iInvestment

A

" FINANCE
UNEPINITIATI\:E

Why scenario analysis?

The timing, magnitude and nature of climate change impacts
on companies’ business models, strategies and financial
performance are uncertain.

To appropriately incorporatethese potential impactsin
strategic decisions, banks, insurers and investors need to
analyse the potential risks and opportunities under various
possible states of the world, exploring a wide variety of
sensitivities.



UNEP Fl and its investor project to P
pilot TCFED recommendations Oxep INANCE

UNEP FIl worked with

ADDENDA =
e B ? Bentall (@ CDPQ 20 of the world’s
LS\ I AVIVA Kennedy .

% N\ largest investors
\‘,!/ AR ;J} . @ o (including insurers)
\{ " Y citibanamex& oy Desjardins from 11 countries
=\ _ Lr O R between 2018-2019,

%g: with the support of

(o o) :
U N E P ¢ investa ‘dp L FRARCAISE (@) LaSalle consultancy firm

FINANCE Carbon Delta, to

NITIATIVE O OMEG Nordea | S e oePY

state-of-the-art
methodologies for

R NoRGESBANK ROCKEFELLER oo storebrand E Mt assessing the impact

LINIK Manulife

of climate change on
investors’ portfolios




The UNEP Fl investor TCFD pilot project’s

¥
' 1)
“Changing Course” report NN

May 2019

L% A

7 N0 A comprehensive mapping
. PRy UNEP *

: - FINANCE -

N s INITIATIVE "

ST Step-by-step detail on the piloted
TER methodology

CH ANGING
CG)URSE Real investor experiences

e
A mpreh nuwlnvestofguidcm
sedmodmdslordimau sk »

Tt
1‘5:;;

www.unepfi.org/investment/tcfd




Advancing understanding of TCED

recommendations: Analytical elements of a oy
: : (N \[}
scenario-based impact assessment GREnFINANCE
Scenarios Physical hazards Transition hazards Outputs Resolution of
analysis
(67 ) sove i Jouetave | (Covtaporis

(%) chen |

Physical and transition
impacts are then
translated into financial
values through financial
modelling against various
resolution levels

Scope Depth

Dy | | oo
1l
Orerr—

Sensitivity

Adoptive capacity

R
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Putting risk in context: ay
Examples of initial findings from the anaIyS|s N EINANCE

=

£S
=<

» -13.16% policy risk = Investors face as much as 13.16% of
risk from the required transition to a low-carbon economy

= USD 1.2trillion = Investors face increased risk if
governments act late

= BX revenues = Green revenues in a 1.5°C world are six
times that of a 3°C world

0



The UNEP Fl investor TCFD pilot project’s i

: \!",,
“Changing Course” report RPN

The next frontier:
From risk assessment
to aligning portfolios




Insurers and other investors aligning their investment @

portfolios with 1.5°C target of Paris Agreement PSI
Principles for Sustainable Insurance

Allianz(@) P @ CDPQ N

GrROUPE 0

AVIVA

Folksam  5gnciondanmark @Swiss Re m\ IER
alecta A\ CalPERS
) @ Partners
L J
¥4 Nordea costorebrand ZURICH =Y M2020
WWF

Net-Zero Asset Owner Alliance launched at UN Secretary-General’s 2019 Climate Summit

The Alliance Commitment (currently representingover USD 2 trillion in assets under management):

» Transitioninvestment portfoliosto net-zero GHG emissions by 2050 consistent with 1.5°C target
» Takeintoaccountbestavailable scientificknowledgeincluding IPCC findings

= Regularlyreportonprogress, establish intermediate targets every 5yearsin line with Paris
Agreement

= Commitment embedded in holistic ESG approach,incorporating climate change, and emphasize
GHG emissions reductionoutcomesin real economy

» Advocateforand engagein corporate andindustry action, as well as public policies, for low-
carbon transition of economic sectorsinline with science, and considering social impacts

= Commitment made with expectation that governments will follow through on their own
commitments to ensure objectives of Paris Agreement are met



TCED implementation is also @
PSIl implementation sl

Principles for Sustainable Insurance
Principle 1: We will embed in our decision-making environmental, social and governance issues relevant to
our insurance business.

Principe 2: We will work together with our clients and business partners to raise awareness of
environmental, social and governance issues, manage risk and develop solutions.

Principle 3: We will work together with governments, regulators and other key stakeholders to promote
widespread action across society on environmental, social and governance issues.

Principle 4: We will demonstrate accountability and transparency in regularly disclosing publicly our
progress in implementing the Principles.

Climate-Related Risks, Opportunities, and Financial Impact

Policy and Legal

- Technology

Resource Efficiency

Energy Source

— | EnergySource |
e N o s
| |
Acute | |
| .
Chronic v v

———————————————— Financial Impact —_———————————

| |

v v
Income Balance
Statement Sheet

Assets

A IES
Liabilities

Expenditures

18

Source: FSB-TCFD

Capital



PSI insurer project to pilot TCFD @
recommen d at I ons gﬁr!ciples for Sustainable Insurance

FINANCIAL

FS B sTABILITY 23 leading insurers: > 10% of world premium & USD 6 trillion assets
BOARD

Will develop new generation of tools to assess climate-related
physical, transition and liability risks

= %)
M O Desjardins ICEA LION

Alianz@

AVIVA GENERALI GROUP
[mtact LLOYDS % MAPFRE  JV/RYcVeND
L.1 Lansforsakringar @/ Sompo Japan Nipponkoa

: i\/ NN /D c@storebrand
MUmBHIRE = Postevita QRBE

GruppoAssicurativoPostevita : w @

@ Swiss Re E ()g the co-operators ZURICH

A Better Place For You~ TOKIOMARINE




Aims of PSI insurer TCFD pilot project PSI

®

Principles for Sustainable Insurance

Proactively support PSI pilot group memberinsurers to assess and
disclose climate-related risks and opportunities in way that is aligned
with the TCFD recommendations

Contribute to the emergence of a harmonised approach to TCFD
disclosure by insurers, and provide guidance to the wider insurance
Industry

Publicly signal insurer support and determination on the Financial
Stability Board's push for climate risk transparency through the TCFD
recommendations

20



Scope of PSlinsurer TCFD pilot project @

PSI
Principles for Sustainable Insurance

UNEP FI-PSI
insurer TCFD
pilot project

UNEP FI
investor TCFD
pilot project

21



Which TCFD recommendations?

Figure 7

Recommendations and Supporting Recommended Disclosures

Governance

Disclose the organization’s
governance around climate-
related risks and opportunities.

Disclose the actual and potential
impacts of climate-related risks
and opportunities on the
organization’s businesses,
strategy, and financial planning
where such information is
material.

Recommended Disclosures Recommended Disclosures
___,_.-—l—'_-_-_‘-i——.____

Disclose how the organization
identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

PSI
Principles for Sustainable Insurance

Risk Management Metrics and Targets

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
information is material.

Recommended Disclosures

a) Describe the climate-related
risks and opportunities the
organization has identified

over the short, medium, and

a) Describe the board's oversight
of climate-related risks and
opportunities.

a) Describe the organization’s
processes for identifying and

assessing climate-related risk.

isclose the metrics use
the organization to assess
climate-related risks and
opportunities in line with its
strategy and risk managem

Describe the impact of
climate-related risks and
opportunities on the
organization's businesses,

b) Describe management's role
in assessing and managing
climate-related risks and
opportunities.

planning.
e

b) Describe the organization’s
processes for managing
climate-related risks.

b) Disclose Scope 1, Scope 2,
and, if appropriate, Scope 3
greenhouse gas (GHG)
emissions, and the related
risks.

Describe the resilience of the
organization's strategy, taking
into consideration different

climate-related scenarios,

0

scenario.

Describe how processes for
identifying, assessing, and

C

—

managing climate-related risks!

are integrated into the
organization’s overall risk
management.

Describe the targets use
the organization to manage
climate-related risks and
opportunities and

erformance against tar;

22
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. . PSI
Which risks? Principles for Sustainable Insurance

Transition Physical




®

) ) i ) |
Which lines of insurance business? |I;?nciples for Sustainable Insurance

Lines of

insurance
business

Non-Life
amlLife & Health
| | | |
: Marine & o .

24




Q)

Which industry sectors? Psl

Principles for Sustainable Insurance

2|
ElE

/

Energy Transport Agriculture Metals and Real Estate
+ Oil and Gas « Infra-structure « timber Mining + Commercial
«  Utilities + Vehicle + Crop + Coal mining * Mortgages
including manufacturers production + Other
renewables + Vehicle + Animal extraction
Operators farming and
processing
of minerals

25



Q)

. . . PSI
Greenscenario Brown scenario
Rapid Energy Businessas
Scenario Transition Two-degree usual
i - Strong, beyond Current trajectory,
Correctivetransition Radical and swift current based on efforts
response :
commitments already underway
Change in temperature
vs. pre-industrialera 1.5°C 2°C 4°C
(2100)
Emission peak 2020 2020 2040
o . .
/%o fossil fuelin energy <40% <50% 80%

mix (2050)

“ More Transition Risk More Physical Climate Risk —™
» Controlled yet aggressive change « Uncontrolled change

* Major short term impact but « Limited short-termimpact
reduced long-termimpact but major long-term impact

+ Lowesteconomic damage + Economic damagesincrease 26



PSI insurer TCFD pilot project: @
2020 t| m el | ne Ig?rlwciples for Sustainable Insurance

January to July 2020

» Research and development of scenarios, metrics and
methodologies with external experts

= Heat maps

= Case studies

= |[mpact pathways
* |nterim report

July to November 2020

= Road-testing
= Software tools
= Final report

27



®

PSI

Principles for Sustainable Insurance

Examples of other PSI
collaborative initiatives relevant
to climate risks and the TCFD

28



Brazil becomes firstinsurance marketin theworld @

to commit to climaterisk transparency (May 2018) pS)

Principles for Sustainable Insurance

Latin America’s largestinsurance marketdeclares
supportfor promoting dialogue on practical and
effectiveways to meet recommendations of
Financial Stability Board’s (FSB) Task Force on
Climate-related Financial Disclosures (TCFD)

“Rio Declaration on Climate Risk Transparency by
the Brazilian Insurance Industry” signed by
Brazilian insurance association (CNseg)and
Brazilian insurance regulator (SUSEP)

» Brazil insurance industry fully supports aims of Paris Agreement on Climate Changeand insurance
industry has importantrole to play as risk managers, underwriters and investors

= Managingriskis core business of insurance industry - includes understanding and reducing climate-
related physical, transition and liability risks associated with underwriting and investmentactivities

= PBrazilian insurance industry believes climate risk transparency essential to better managing impact of
climate-related risks on the insuranceindustry,andto promoting sustainable insurance markets

= Brazilian insurance industry supports dialogue on practical and effective ways to meet TCFD
recommendations - should consider particularities of local insurance and financial markets and
materiality of climate-related risks across lines ofinsurance business and asset classes 29



First global guide to manage ESG risks in non- @

life insurance business PSI
(Feb 2019 - public consultation version) Principles for Sustainable Insurance

Objectives of the guide:

g‘\v @ = Provide guidance to insurance industry participants in
Working dratfor [i"\ﬁ = developing approachesto assess ESGrisks in non-
ublic consultation: ) INIY rinciples . 5 . 5 . .
;Febmmwmmg FINANCE for Sustainable lifeinsurance, particularly industrial & commercial

insurance

» Supportclients,intermediaries and other
stakeholdersin facilitating ESG-related info which
might be required during ESG due diligence of
transactions

= Highlight materiality of ESG risks to various lines
of business and economic sectors, including
characteristics which might affect ability to assess and

social and governance risks in mitigate such risks

non-life insurance business
» Addressgrowingconcerns by stakeholders (e.g.
i i o NGOs, investors, governments) on ESG risks and
lemanon knhusiry develaped by articulate peculiarities of insurance business

UN Environment’s Principles for
Sustainable Insurance Initiative

N . = Demonstrate valuable role insurance industry playsin
IS pro;edwasco~s ONSOrt G .

e Allianz @) global ec?nomy a_nd s_omety, and s_trengthen

February 2019 industry’s contribution to sustainable
development
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US | n g t h e g U I d e IF::?r!ciples for Sustainable Insurance

Integrating Escalating

Developing W Establishing f§ “co=i 0" W Establishing l| ESG risks to

your ESG your ESG

Detecting & Decision- Reporting
analysing making on on ESG

approach risk appetite orggr?il;;tion E-Clioles drigi(sei(r)g- ESG risks ESG risks risks

31



ESG heat maps across economic sectorsandlines

of business

PSI
Principles for Sustainable Insurance

ECONOMC SECTORS Principles
CRITERIA THEME RISK CRITERIA sk MTIGATION EXAMPLES & GOODPRACTICEAGriCUA s o 1o f AT TCUTE c“";:’f““ H;z‘:’f:;“ s e mas:’g' Garment Utilties T'E{'/Sp" odun
er ATl paper & | chemicass | Detense 27, camping | Brarmarl el h i Esie wasies [ wining [ o 1L 1SPQUN] psil pri
Livestoch Forestry g Waer)
Dams Lite Sciencd  n ng
ndlor products (e.g. CO2, CH2, N20, HFCS, PCFs,
5F6)
i
iirpoluion, greeriouse gas emissions, and ransiton [ Seanemc soor ey Y ™
sks
FErironmental & social impact assessment (ESTA)
Climate change
! eting negaive health impacts, mitigaion and
relevant
pecatonisation transition plantargets
TSRS 5 Tear widhe, TrECTaon. T
flood, windstom, topical cyclones, sea level rise, water . broader
tress) tion plans)
POSUIE 10 UCOmVETona TG PacTces (60 VOVement n TATVes: EXTacTve OuTes
eine ) ritiative, Intemational Council on Miirg
ea mining) etals, Kimberley Process (damonds)
Scation Torpalm o, paper, €ic.
betorest aranc
elorestation or conlroversial st clearance (26 pAM | aards: 1A Hydropower Sustanabilty Assessment
on peatlands or fragile slopes, illegal fire rotocol, UNEP Dams & Development, E quator
Environmentl degradaiion J
ks il polution e
Environment ovar
eter managemen PraCices (.. qualy, ScaTy,
Water polluion erconsumption). E ffective ESIA process covering
ater polution. E xtemal audis/certiication
STA. thal covers impacts on Species and
mpacts on Word Heitage Sites orother protected areashites including mitigation. Specialist lists: Ramsar,
Protected sites/species INESCO Word Heritage Sites
pacts on Species onTUCN Red Lst o Tieatened  [ESIA hal Covers Impacts on endangered species and
pecies ites incluging necess:
lGus energy itatives. IPIECA, IFC EH&S
E xposure o unconvertional energy pracices (e.g. Arc
uidelines, Energy & Biodversity Iiiive for Oil & Gaf
I, hydrulic fractuing, tar sands, deep sea dilling) __fa ctic Council, Oil Sands Leadership Inifiative
STOceana guide on llegal, Uniepored & unegulated
190 fing vessels, contoversialfishing practices o |y eing, 10U fishingliss, Aquaculure Stewarishi 1] 78129 56
frauaculture techriques ouncil certification 17
Ve iansport over 6 hours must hold cericate meludh 2,
Live transport over8 hours or poor concition g )72 2
oou, water,_spacing, lighting, elc 15
GrOVerSIal Ting Condlions or use of Slevant ConfiCallon 0r Faing Or GGl anmals 2425
Animel overuse of anibiotics) reatment duing clinical ealments s
ompiiarce with GUGING P inciples on REMacemen, 2]
ack of anesthetic o isress reducing techriques [EomPlance wih Gucing 2]2qr2q 25
JUse of wild subjects or Great Apes in testing A X X ED
F olicy/statement on protecting and promoting hurmean EX: I
fohia bour ghts, pronibits chid labour, shared with suppliers, bt % e XN
il audits and_public i 2
uimen TgheS policy that ThCIudes & STalement o T
Juman taficking frotecting and promoting human ights. and prohbits w0]1412923
k)
Fumen rights policy that includes a statement on A
Jroreed (abour brotecing and promoiing humen ights  and profibits wo]141.2923
o TP acheved
Human ights Frorced resettement ghis for foc & social impact assessment bdidiod o
Social Fative peopte, and grabbing) [ESIA) process covering consultation, resettiement, i B e
Tfectve occupational health & safety policy that define e
oo vorker sty recem (0 worse han sector responsibilities and prevention measures to PY] B ERX XN
Jpverage record on accidents) frinimise fatalities, injuries 16,
iolation of worker ights (e.. discrimination, collective.[Code of conduct that outlines company's commitment to 224
iring fespect workers' ights 111
#sconduct o securly persomnel (2. physical Pam 0 Ryysie iowerchannel torepot such violaions 5 1]12d 6
Conroversial weapons foontoversial weapons exposire (e UN conventions) AP ersomel Mne Ban Convertion, Converiion on 1| 113423
ode of conduct and ant-bibery ing programme 101 o
Bibery & comuption llegal and unethical payments | employees. Whistle-blower channel (o feport cases b KU N Y
ibery & comupiion
5 7o)
Governance Poor coporate goverance Jriicompeiiive practices, violations of aniinst laws, ~[Code of conduct that outines complian Al 4|2
nethical conduct 3
P oorprocict safety & qualty nem’w;imnummvmaxwe healthimpact on Legen d PERE

Mot applicable
Potential risk
Potential elevated nisk

Potential high or direct risk




Environmentalissues

Criteria

Theme

PSI

Principles for Sustainable Insurance

Risk criteria

Risk mitigation examples
& good practice

Environmental

Climate change

Risclosure of climate-related emissions in operation

Air pollution, greenhouse gas emissions, and
transition risks

and/or prod Ucts 2, CH2,N20,HFCs, PCFs,
SF6)

Breakdown of fuel/material/carbon in mix
relevant to the client or transaction (e.g. po!
generating mix or by economic sector intensity

covering negativehealth impacts, mitigation and

Environmental & socia impact assessment (ESIA
decommissioning where relevant

Decarbonisation transition plan/targets

Physical risks (e.g. heat, wildfire, extreme
precipitation, flood, windstorm, tropical cyclones,
rise, water stress) I—

Nature-based solutions (e.qg. ableflood or
coastal defenc ent, broader climate
asl aptation plans)

Environmental degradation

Exposure to unconventional mining practices (e.g.
mountaintop removal,riverine tailings dumping,
deep seamining)

Involvementininitiatives: Extractive Industries
Transparency Initiative, International Council on
Mining & Metals, Kimberley Process (diamonds)

Deforestation or controversial site clearance (e.g.
palm oil on peatlands or fragile slopes,illegal fire
clearance/logging, biodiversity loss,dam
construction)

Certification for palmoil, paper, etc. Dam
construction standards: IHAHydropower
Sustainability Assessment Protocol, UNEP Dams &
Development, Equator Principles

Soil pollution

ESIA covering possible negative healthimpacts,
mitigation measures and decommissioning plans
where relevant

\Water pollution

\Water management practices (e.g. quality, scarcity,
overconsumption). Effective ESIAprocess covering
\water pollution. External audits/certification

Protected sites/species

Impacts on World Heritage Sites or other protected
areas

ESIAthat covers impacts on endangered species and
sites including mitigation. Specialist lists: Ramsar,
UNESCO World Heritage Sites

Impacts on species on IUCN Red List of Threatened
Species

ESIAthat covers impacts on endangered species and
sites including necessary mitigation measures

Unsustainable practices

Exposure tounconventional energy practices (e.g.
Arctic oil, hydraulic fracturing, tar sands, deep sea
drilling)

\Various energy initiatives: IPIECA, IFC EH&S
Guidelines, Energy & Biodiversity Initiative for Oil &
Gas, Arctic Council, Oil Sands Leadership Initiative

Illegal fishing vessels, controversial fishing practiceg
or aquaculture techniques

PSI-Oceanaguideonillegal,unreported &
unregulated (IUVU) fishing, IUU fishing lists,
Aguaculture Stewardship Council certification

Animal welfare/testing

Live transport over 8 hoursor poor conditions

Livetransport over 8 hoursmust hold certificate
including training on ventilation/temperature. Good
conditions onfood, water, spacing, lighting, etc

Controversial living conditions or use of
chemicals/medicines (e.g.overuse of antibiotics)

Relevant certification for farming or ethical animals
treatment during clinical treatments

Lack of anaesthetic or distress reducing techniques

Compliance with Guiding Prirg;gs on Replacement]
Reduction & Refinement

Use of wild subjectsor Great Apes in testing




ThelInsurance Industry Development Goals for Cities @
developed by the PSI and ICLEI - Local Governments PSI

for Sustainabil ity Principles for Sustainable Insurance

A global action framework for the insurance industry to help make cities inclusive,
safe, resilient and sustainable in line with UN Sustainable Development Goal 11

Key urban challenges and opportunities

@R GLIALS
@: Build climate and disaster-resilient communities‘aTer/\. A4 SUSTAINABLE GITIES
economies A1 AND COMMUNITIES
Goal 2: Promote healthy lifestyles and prevent pollution
Goal 3: Develop solutions for unserved people and enterprises
Goal 4. Protect natural and cultural heritage sites
<Goal 5: Promote sustainable energy and resource efficiency >
°%, Congres mondial ICLEI
Enabling faCtorS %ié; ICLEIWorIdCongress20!8
<Goal 6: Leverage data, risk analytics and technology —>
Goal 7: Promote risk management, insurance and financial literacy
W Help develop climate and disaster risk management‘s%
—and planS
Goal 9: Help develop sustainable insurance roadmaps for cities

Goal 10: Promote the Insurance Industry Development Goals for Cities 34



PSI Life & Health Advisory Group @

PSI
Principles for Sustainable Insurance

17 leading insurers and key stakeholders
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Shaping the global agenda for the life & health
insurance industry and sustainable development S o sustainable nsurance

_ _ Examples of topics proposed:
Developing the PSI Life & Health

Work Stream » ESG guidancefor life & health
insurancehbhusiness

= Climate changeand mortality >
= Primary prevention
» Tobacco
<Pollution —>
= Mentalillness

Integrating health issues into
investmentdecisions

Inclusivelife & health insurance, and
insurtech

Urban planning for healthy lifestyles

Reaching vulnerablepopulations and
SMEs

Changingdemographics
Socialimpact measurementand rating
agencies

Antibiotic resistance

Behaviouraleconomics and new
lifestyles

Disclosureandreporting in life & health
insurance




Collaborating to closetheinsurance protection gap @

and build climate and disaster resilience PSI .
Principles for Sustainable Insurance

&)
icro @ &@ Vulnerable

nsurance - Twenty Group of
etwork InsuResilience 120 Ministers of
Finance
V20 Sustainable Insurance
Facility
‘*" ‘3’4 International £€%.
\l(‘ &lﬂ Labour _ﬁ' ?ﬂf
Organization
-L"'"“jr f N\ LY 2
UNEP Principles Insurance
FINANCE for Sustainable Development
A W INITIATIVE Insurance Forum
IMPACT INSURANCE
' i Y
M N - s S u ( : Y . .
{-:1‘* U UN Climate Resilience Initiative AZR W C \/ UNFCCC Clearing House for Risk
EI;L_‘L g.l.-‘:r Anticipate, Absorb, Reshaps xqj;_'_ht___‘b i_.-!'f Transfer

. =
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Developing sustainableinsurance roadmaps @

spanning the industry’s risk management, iy
insurance & investment activities Principles for Sustainable Insurance
California to develop state o 05 Angeles GHmes mmmmmsmmmm
sustainable insurance C g LIFOR PI I A
roadmap (Jul 2019)

. LAPD
S_trongfogusto tackle the growing spying
risks of climate change report

will be

California: Largestinsurance public

marketinthe US, and one of the
largestinthe world

In 2018, Californiaexperienced the
deadliestand most destructive
wildfires in the state’s history,
resulting in more than USD 12
billionininsuredlosses, makingit
the world’s costliest disaster

Gettmg the state covered

California, U.N. join forces on ‘sustainable insurance,’ climate change

Roadmap envisionedto pave way
for innovativerisk management,
iInsurance & investment solutions
that reduceclimaterisks and
protect natural ecosystems




PSI| events across markets: @

Shaping the global sustainable insurance agenda
Principles for Sustainable Insurance

The UK pm

Colombia i Australia



Questions?
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UN & ABOUT THE SUSTAINABLE INSURANCE FORUM @

environment
programme SUSTAINABLE
FORUM

What is it?

* Global network of insurance supervisorsand regulators working together to
strengthen responses to sustainability challenges facing the insurance sector

What does it do?

* Platformforinternational collaboration among supervisors, facilitating
knowledge sharing, dialogue, and uptake of policy innovations

* Convenessupervisors,makes consensus statements on sustainability optics,
expertinput on sustainability topics, produces research outputs

How does it work?

* ConvenedbyUN Environment’s divisionworking on policy and regulatory
aspects of sustainable finance (following from Inquiry Project 2015-2018)

Engagement with IAIS?

* Works collaboratively with IAIS Secretariat, meetings alongside IAIS events,
produces research outputs with the IAIS (Issues paper)

SLIDE 42



UN & EVOLUTION OF THE SIF @

environment

SUSTAINABLE

programme Insurance 2030 Report: INSURANCE
. FORUM
-~ e _ @« Suggests establishment of o
- intl. forum for regulators on UK: Bank of England PRA confirms

sustainability issues support for a new forum as part of its
climate review

Budapest, June 2016: SIF Planning
Meeting alongside IAIS Global Seminar

Agenda 2030: $90 trillion
in financing; insurance critical
across SDG framework

San Francisco: SIF Inaugural
Meeting, co-hosted by California
Department of Insurance

COP 21 Paris Climate Agreement:
finance flows consistent with low-C,
climate-resilient development

October 2017: Third SIF
Meeting, Kuala Lumpur

Financial Stability Board: TCFD
Recommendations for climate-related
financial disclosures, with supplemental July 2017: Second SIF

guidance for insurers Meeting, Windsor, UK

SLIDE 43



UN & LAUNCH OF THE SIF @

environment
programme SUSTAINABLE

Global network: Insurance supervisorsand regulators working together to
strengthen their response to sustainability challenges.

Launch: December2016, San Francisco, USA - Brazil, California, France, Ghana,
Jamaica, Morocco, Netherlands, Singapore, the UK, and IAIS.

Objective: platformforinternational collaboration among supervisors, facilitating
knowledge sharing, research, and uptake of policy innovations.

Six areas of interestidentified, as basis
for work programme:

i. Disclosure

ii. Access & Affordability

iii. Sustainable Insurance Roadmaps
iv.  Climate Risks to Investments

V. Disaster Risk Reduction

vi. Capacity Building for Supervisors



(S
R
Nt

t

UN & KEY ACTIVITIES IN 2017 @

environment

SUSTAINABLE

programme INSURANCE

FORUM

SIF2: July 2017 (Windsor, UK), Participants and
observersfrom17jurisdictions.

Developedjoint statementin responseto FSB
TCFD, Knowledge sharing on climate risk.

Requested development of guidance document
& capacity building tools on climate risks.

SIF3: October 2017 (Kuala Lumpur, Malaysia)
Two-day working meeting focused on content
development.

Agreementto developjointIssues Paperon
climate risks with IAIS Secretariat.

Three pillar work programme agreed for 2018.



UN & KEY ACTIVITIES IN 2018 @
environment
programme SUSTAINABLE

FORUM

SIF4: May 2018 (Rio de Janeiro, Brazil), held
alongside two events on sustainable insurance.

Finalizing Issues Paper and outreach strategy,
presentation of draft Question Bank.

IAIS Global Seminar: July 2018 (Moscow, Russia)
Joint SIF/IAIS Issues Paper on Climate Change Risks
approved an lished.

G20 Insurance Forum: September2018 (Argentina)
SIF representation at first meeting linking insurance
to the G20 Agenda.

SIF5: November2018 (Luxembourg): Finalization of
SIF Question Bank, focus on efforts to mainstream
climate risks into supervisory practices, setting
agenda on TCFD & disclosurefor2019.




UN & KEY ACTIVITIES IN 2019 @

environment
programme

* Q1-Q22019: Implementation of SIF/IAIS Survey

on TCFD Implementationin 15 member
jurisdictions, engagement with NGFS
Secretariat, FSI 20" Anniv. Conf.

Il

* SIF6: June 2019 (Buenos Aires, Argentina)
Analysis of Survey results, development of
TCFD Issues Paper, new research on stress
testing and scenario analysis (w/ FSI),
review of QB practices.

* SIF7: November2019 (Abu Dhabi, UAE)
Planning 2020 Work programme & Strategy,
including global guidance materials.

SUSTAINABLE
INSURANCE
FORUM

e )
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Americas

Argentina
Bermuda

Brazil

Canada
CostaRica

US - California
US - New York
US - Washington

28 MEMBER SUPERVISORS @

SUSTAINABLE
INSURANCE
FORUM

Europe
Belgium
Finland _ N
France Asia-Pacific
EU Australia
Germany Japan
Gulernsey New Zealand
:{aeljmd Singapore
Netherlands Chinese Taipei
Sweden
United Kingdom

Africa & Middle East

Egypt

Ghana

Morocco

South Africa

SLIDE 48



|AIS WORK ON CLIMATE

Conor Donaldson, Head of Implementation

o) PuBLIC
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Introduction to the IAIS

International standard setting body

« Voluntary membership organisation of insurance supervisors and
regulators established in 1994.

« The IAIS has more than 200 Members from 130+ jurisdictions

« QOur mission:

o Promote effective and globally consistent supervision of the
Insurance industry in order to develop and maintain fair, safe
and stable insurance markets for the benefit and protection of
policyholders; and to

o Contribute to global financial stability.

)
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Introduction to the IAIS

Strategic Plan 2020 - 2024

 Finalise the IAIS part of the post-crisis reform agenda

* Pivot from policy development to increased support for good
supervisory practices and implementation of standards

* Increase the focus on a range of emerging(ed) issues that present
opportunities, challenges and risks relevant to the IAIS mission such
as:

o Technological innovation
o Cyber resilience

o Climate risk

o Conduct and culture

o Financial inclusion and sustainable economic development

)
S I A I S PUBLIC
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Introduction to the IAIS

Work related to climate and sustainability

» Start of partnership with SIF

* Release of joint SIF / IAIS Issues Paper on Climate Change Risks
to the Insurance Sector

* July: became observer member of the NGFS
+ December: launched joint SIF / IAIS Issues Paper on
Implementation of the TCFD Recommendations (for consultation)

» Development of an Application Paper on climate risk in the
insurance sector

« 5and 6 November: IAIS Annual Conference — thematic focus on
sustainability (Santiago de Chile)

2020 and onwards

<) PUBLIC 52
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IMPLEMENTATION
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UN &  I1SSUES PAPER ON TCFD IMPLEMENTATION @

environment
programme SUSTAINABLE

FORUM

Provide background on particular topics, describe current practices, actual examples
or case studies pertaining to a particular topic and/or identify related regulatory and
supervisoryissues and challenges

Primarily descriptive and not meant to create expectations on how supervisors
should implement supervisory material

May contain recommendations for future work by the 1AIS

All Issues Papers can be found on the IAIS Website:

httos:/] aisweb.ore/page] . Allissues.

SLIDE 55


https://www.iaisweb.org/page/supervisory-material/issues-papers

UN &  1SSUES PAPER ON TCFD IMPLEMENTATION @

environment
programme SUSTAINABLE

FORUM

* Thedraftlissues Paper:

Assesses the level of TCFD awareness and implementation within the insurance sector;
Sets out a range of supervisory approaches;

Discusses the relevance of the TCFD Framework to IAIS supervisory material; and
Provides suggestions for next steps.

* Keyinputs:

Data from global supervisory survey on TCFD Implementation
Case studies from SIF member supervisors
Inputs from industry stakeholder workshop

* Structure of Paper: Organized into five main sections, one Annex

-_—
.

SISV

Introduction

Climate Risk and Insurance Supervision: Relevance of the TCFD Framework

Assessing TCFD Implementation and Climate Risk Disclosure in the insurance industry
The Role of Supervisors

Conclusion

Annex: The Role of Supervisors: Case studies
SLIDE 56



UN & SECTION 2: KEY MESSAGES @

environment
programme SUSTAINABLE

FORUM

Disclosure a core component of sustainable finance policy landscape: 25% of policy
and regulatory measures on sustainable finance are disclosure-related

The Five ‘Rs’ of Green Finance

120
100
80
60
40
20
0
FFFETE S ST
——Reporting & Disclosure==—Reallocation & Raising Responsibilities
—Risk Management —Reset Multiple
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UN & SECTION 2: KEY MESSAGES &
environment
programme SUSTAINABLE

FORUM

Relevance to IAIS Supervisory Material: Focus on ICP 20 (Public Disclosure)

* ICP20requiresinsurersto “provide informationonall material risks faced by the
company, such as insurance and investmentrisks, and their management. This
includes climate-relatedrisks, if material.”

* Relevance and reliability: key for insurers when considering what information on
climate risk should be disclosed, and whether the disclosures should be quantitative
or qualitative in nature.

« ‘“Supervisors may referto the more general, but comprehensive, requirements on
public disclosuresinICP 20 to encourage insurers to make climate risk disclosures. As
ICP 20 allows supervisors to meet the standard through public general purpose
financial reports, supervisors may want to consider encouraging insurers to augment
those disclosures.”

SLIDE 58
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UN & SECTION 3: RESULTS OF TCFD SURVEY @

T —

environment
programme SUSTAINABLE

FORUM

While awareness of climate change as a risk to the insurance sector is fairly high, the
transition fromawareness to action - taking the TCFD as a proxy - is limited.

Nearly three-quarter of insurers that respondedto the survey (73%) expect that
climate change will affect their business.

76% reported that they already disclose informationrelevant to climate change
impacts (significant differences across jurisdictions).

Between15-20% of insurers have made plans to, or are already taking stepsto,
implementthe TCFD Recommendationsand to deliver TCFD aligned disclosures.

Expectation of climate change impact Current & Planned TCFD Implementation

SLIDE 59



UN gﬁ/ SECTION 4: OPTIONS FOR SUPERVISORS @
environment
programme slt:‘lsirlgé%a?;s

“TCFD Framework provides an important foundation on which supervisory approaches for
insurer disclosures can be developed.”

1. Ensuring climaterisks are consider by all insurers: In mostjurisdictions, supervisors
have tools in place to enable oversight over ‘all material risks’, and there is now broad
recognition that climate change may pose materialrisks. Therefore, existing tools are
“relevant and appropriate”.

2. Clarifying the relevance of TCFD to supervisory expectations: clarifying how the TCFD
Framework can support new expectations for market practice, including through
reference in statements & market signalling.

3. Setting expectationsto encourage TCFD-relevant practices: Supervisors can consider
“setting expectations to influence how insurers develop strategic responsesto climate
risks, taking the TCFD Framework as an example.”

4. Checking for coherence with other disclosure requirements: Supervisors can consider
‘““any potential conflicts that may arise from disclosure of climate risk information with
broader public disclosure rules, including requirements on timely release of information.”

SLIDE 60



UN &  SECTION 4: OPTIONS FOR SUPERVISORS @

environment
programme smssﬁé:.:g;s

FORUM
5. Assessing coherence in climaterisk disclosures within groups: consider “ways to
integrate climate risks more routinely into group supervisory processes, including
supervisory colleges.”

6. Providing standardised guidance to support TCFD-related activities: Supervisors may
want to work with experts, both within and outside the industry, to provide guidance
(e.g. on developing appropriate scenarios) — however, mixed views within supervisory
community & industry

7. Referencing TCFD as component of mandatory climaterisk disclosures: “Supervisors
can considera range of options to support mandatory climate risk reporting, including
phased compliance periods, a step-by-stepapproach to ratcheting up the quality of
disclosures,and providing clear expectations on desired focus areas (eg governance,
strategy, risk management or scenario analysis).”

8. Explore new engagementmodels to supportvoluntary practice development:
Supervisors can “establish new platforms to engage with industry on climate risk
disclosure(...)to raise awareness & encourage development of voluntary practices.”

SLIDE 61



UN & SECTION 5: CONCLUSIONS @
environment ‘
programme sﬂm%aﬁ'f

Purely voluntary pathway unlikely to deliver - creating challenges for supervisors, who will
have to evaluate trade-offs, and raising strategic questions for the IAIS

* Voluntary efforts of insurers to strengthen disclosure of climate-related risks and
opportunities should be welcomed.

* However, stock-taking of sector progress indicates that a purely voluntary pathway is
“unlikely to yield disclosures of the quality and scope necessary to inform decisions
by insurers” (as users), nor lead to disclosures by insurers (as producers) that are of
the “quality necessary to enable market participants and other users to make
decisions about how insurers are taking action on climate risks and opportunities”.

* Supervisorsconsidering differentapproaches to strengthen TCFD implementation will
have to evaluate trade-offs —between consistency, quality, comparability, & reliability.

* As certain supervisory authorities move towards mandatory (climate risk) disclosure
requirements, “standard setting bodies — including the IAIS — may seek to reflecton
how to best encourage coherence acrossjurisdictions and industries, including the
provision of guidance on how to advance towards (... ) mandatory implementation.”



UN & SECTION 5: FURTHER ISSUES &
environment ‘
programme SUSTAINABLE

FORUM

Supervisorslikely to be faced with broader issues stemming fromincreased climaterisk,
creating imperative for continued action by individual entities and within the IAIS.

* Potential for increasing climate risk to affect insurance pricing for vulnerable
consumers:supervisors could consider how to use TCFD-aligned disclosures as a
springboard to explore how insurance sector climate risk intelligence can be used to
strengthen consumer awareness, incentivise mitigation actions & reduce exposures;

* Implications of climate risks for long-termbusiness model resilience: strengthening
climate risk transparency, including forward-looking scenario analysis, could
illuminate the ways in which climate risks may impact insurance business model
viability over the long term — e.g. exploringimpacts of increasing attritional losses;

* Interactions betweenmicro-and macroprudential objectives: Strengthening climate
risk transparency may have implications for a range of institutional objectives. Linking
firm-level disclosuresto system-level assessment, could help strengthen
understanding of impacts of developments within the insurance sectoron climate
risk resilience in the financial system and broadereconomy.
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UN & CONSULTATION PROCESS @
environment
programme SUSTAINABLE

INSURANCE
FORUM

Consultation Portal: https://www.iaisweb.org/page/consultations/current-
consultations/draft-issues-paper-on-the-implementation-of-the-tcfd-
recommendations

Consultation Period: Feedback on this material is invited by 5 February 2020 at 24:00
CET (Basel time).

Expected finalisation of the Issues Paper: March 2020

* Publication of the final Paper (to be approved by the IAIS Executive Committee)
e Publication of resolution of consultation comments

* Publicdiscussionteleconferenceto presentthe outcome of the consultation
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