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Steven M. Rothstein
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There will be computer automated approach to extract the information in the
reports and evaluation. For the extraction to work well, we recommend:

«  We will not extract any pictures and tables. The reason is that for information in
pictures and tables to be meaningful, people usually need additional
explanations in the text. Especially to understand better what this means for the
institutions’ value, as long as climate-related accounting and reporting are not
sufficiently standardized. Hence, information that is considered important and
material should be (re-)stated in the main body of the text.

« With regards to text boxes, we extract the information if it is not stored as a
picture. However, we would strongly encourage you to rather highlight specific
important paragraphs within your report, instead of opting for text boxes.

« Format: Simple PDFs - no additional security keys etc. It should be readable
with a standard pdf reader (not adobe pro etc.)
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« No scans of text because they are treated like pictures and will hence not be
processed. 6
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September 14 12-2 pm ET

Overview and Review of first Session (10 minutes)
Exploring the TCFD pillars (50 minutes)

Exploring good practices (30 minutes)

Q&A, conclusion and evaluation (30 minutes)

Phase Il: Targeted Peer Support Sessions (90 minutes) /Office
Hours (30 minutes) for Implementation
October 6 from 12-2 pm ET

October 12 from 12-2 pm ET

October 27 from 12-2 pm ET

Ben Carr, Analytics & Capital Modelling Director, Aviva: Special guest
speaker

Landing Page (https://www.ceres.org/events/webinar-series-
climate-risk-insurance-industry)

TCFD and Climate Risk Programme

United Nations Environment Programme Finance Initiative
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How Insurers are Risingito the
Challenge of Climate'Risk Disclosure

FREE WEBINAR | JULY 29, 1PM EST
- Webinar Ceres hosted July
& 2021 on TCFD

e

| Includes useful context from
\ AlG, Zurich and two important

RICARDO LARA MIKE KREIDLER STEVEN ROTHSTEIN

California Insurance Washington State Insurance Ceres Accelerator for Insu ra nce COmm|SS|OnerS

Commissioner Commissioner Sustainable Capital Markets

£ Link to webinar
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Overview and review of first session

2 TCFD current practices
3 Exploring the TCFD pillars

4 Q&A, conclusion and evaluation

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 10



Section #1

Overview and review of first session

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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W hat Is the Task Force on Climate-related Financial UN &

environment

Disclosures (TCFD)? programme

TCFD recommendation pillars?

Core Elements of Recommended Climate-Related Financial Disclosures

Governance
The organization's governance around climate-related risks

Governance and opportunities

v

Strategy Strategy

The actual and potential impacts of climate-related risks and
opportunities on the organization’s businesses, strategy,

/ Risk N and financial planning

/ Management H‘-.

|

Risk Management
The processes used by the organization to identify, assess,
Metrics and manage climate-related risks

and Targets | /

Metrics and Targets
The metrics and targets used to assess and manage relevant
climate-related risks and opportunities

> = The TCFDwas created in 2015 to enable financial markets to better assess and price climate risk

1FSB, 2017

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 12
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TCFD recommended disclosures

There are 11 disclosures across 4 pillars that cover climate risks and opportunities
throughout an organization

Strategy Risk Management Metrics and Targets

Disclose the actual and
potential impacts of climate-
related risks and opportunities
on the organization’s

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

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

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

businesses, strategy, and
financial planning where such
information is material.

information is material.

Recommended Disclosures

a) Describe the board’s a) Describe the climate-related a) Describe the organization’s a) Disclose the metrics used
oversight of climate-related risks and opportunities the processes for identifying by the organization to
risks and opportunities. organization has identified and assessing climate- assess climate-related risks
h) Describe management’s over the short, medium, and related risks. and opportunities in line
role in assessing and long term. h) Describe the organization’s vn\:;r;]gses;::;?g);:::sgsk
managing climate-related b) Describe the impact of processes for managing 9 P :
risks and opportunities. climate-related risks and climate-related risks. b) Disclose Scope 1, Scope 2,
opporf[unl_tle::: on th_e ¢) Describe how processes for and, if appropriate, Scope 3
organization’s businesses, . . i greenhouse gas (GHG)
. . identifying, assessing, and .
strategy, and financial . . emissions, and the related
lannin managing climate-related risks
P 9- risks are integrated into the '
c) Describe the resilience of organization’s overall risk c) Describe the targets used

the organization’s strategy,
taking into consideration
different climate-related
scenarios, including a 2°C
or lower scenario.

management.

by the organization to
manage climate-related
risks and opportunities and
performance against
targets.

TCFD and Climate Risk Programme

United Nations Environment Programme Finance Initiative

13
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Recap question 1 UN &
environment
programme

W hich statement about climate related risks for insurers is
accurate?

a) Acute physical risks are related to longer-term shifts in climate
patterns

b) Insurers will not be affected by Technology risks

c) Insurers are faced with Market risk from the development of new
climate-focused insurance products.

d) Changes to the behavior of clients is an example of a potential
physical risk

T T

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 14
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Recap answer 1 UN &
environment
programme

W hich statement about climate related risks for insurers is
accurate?

a) Acute physical risks are related to longer-term shifts in climate
patterns

b) Insurers will not be affected by Technology risks

c) Insurers are faced with Market risk from the development of new
climate-focused insurance products.

d) Changes to the behavior of clients is an example of a potential
physical risk

B

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 15



Recap question 2 UN &
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programme

W hich statements about TCFD recommended disclosuresis
correct?

a) There are 11 disclosures across 4 pillars recommended by TCFD,
covering how an organization addresses climate risks and
opportunities.

b) TCFD provides universal guidance for all financial sectors without
supplemental guidance for insurers.

c) The actual and potential impacts of climate-related risks and
opportunities on the organization’s businesses, strategy, and
financial planning should appear in the Governance pillar of
climate related finance disclosure.

d) Climate-related transition plans don’t need to consider related
metrics and targets

T s S — R

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 16
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Recap answer 2 UN &
environment
programme

W hich statement about TCFD recommended disclosuresis
correct?

a) There are 11 disclosures across 4 pillars recommended by TCFD,
covering how an organization addresses climate risks and
opportunities.

b) TCFD provides universal guidance for all financial sectors without
supplemental guidance for insurers.

c) The actual and potential impacts of climate-related risks and
opportunities on the organization’s businesses, strategy, and
financial planning should appear in the Governance pillar of
climate related finance disclosure.

d) Climate-related transition plans don’t need to consider related
metrics and targets

s

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 17



Recap guestion 3 UN &
environment
programme

W hich statements about US Securities and Exchange
Commission’s action on climate-related financial disclosure
reporting is accurate? Please select multiple:

a) The SEC hasn’tdeveloped any climate-related disclosure
rules that would apply to public companies

b) The SEC proposal was developed primarily based on the
TCFD framework

c) The SEC rule went beyond the TCFD guidance in a few
areas to reflect US and SEC considerations

d) The SEC is totally consistentwith TCFD recommended
disclosures and doesn’t omit any subset of TCFD
guidance

77—

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 18



Recap answer 3 UN &
environment
programme

W hich statement about US Securities and Exchange
Commission’s action on climate-related financial disclosure
reporting is accurate? Please select multiple:

a) The SEC hasn’tdeveloped any climate-related disclosure
rules that would apply to public companies

b) The SEC proposal was developed primarily based on the
TCFD framework

c) The SEC rule went beyond the TCFD guidance in a few
areas to reflect US and SEC considerations

d) The SEC is totally consistentwith TCFD recommended
disclosures and doesn’t omit any subset of TCFD
guidance

w—’_—.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 19



Recap gquestion 4 UN &
environment
programme

In the next sessions, which perspectives about TCFD
recommended disclosures do you need more guidance on?

__—"——’-__-——‘

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Section #2

TCFD current practices

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Introduction to TCFD

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative

“The TCFD is helping to bring
climate risks and resilience
Into the heart of financial
decision-making, making
climate disclosure more
comprehensive and
comparable and helping
Investment for a two-degree
world go mainstream.”

-Mark Carney, FSB Chair
2011-2018
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v,
UN &

environment
programme
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Continued Growth in Support for the TCFD UN &

environment
programme
Number of TCFD Supporters TCFD Supporter Market Coverage
$25tn
$8tn
B
$194tn

£150tn

20T 2018 qihh A0 A2

LUTa LU LU

Source: TCFD Status Report 2021, https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Strategy-Workshop.pdf

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 23
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Assessing the quality of TCFD reports UN &
By The Financial Reporting Council (FRC) and the Financial Conduct Authority (FCA) of  programme.
premium listed companies that had publications by end-April 2022

Areas of progress Areas of further enhancement

¥ The number of companies making disclosures ¥ The most common reporting gaps were in respect
that were either partially or mostly consistent with of the more quantitative elements of the TCFD’s
the TCFD framework increased significantly recommendations eg scenario analysis and
compared with 2020. metrics and targets.

® Over 90% of companies self-reportedthat they W Useful in respectofthe net zero commitments
had made disclosures consistentwith the TCFD’s that companies are making. Where you are
Governance and Risk Management pillars, but making net zero commitments, we encourage you
this droppedto below 90% for the Strategy and to considerthe TCFD’s guidance on Metrics,
Metrics and Targets pillars. Targets and Transition Plans, and to ensure that

your disclosures are not misleading.
W Companies that had identified climate change as

a principal or emerging risk in their AFR reported W To ensure readiness to disclose effectively against
higher levels of consistency against each of the the ISSB’s standards once finalised and adopted
recommended disclosures. Further, those in the UK.

companies that were primarily engaged in FCA-
regulated activity indicated higher levels of
consistency for each of the recommended
disclosures.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 24



Question 1 UN &

environment
programme

The TCFD recommendations aim to make a connection
between (select only one):

1. Climate and risk
2. Strategy and implementation
3. Climate and finance

4. Emissions and targets

T s T e —

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 25




Answer 1

The TCFD recommendations aim to make a connection
between (select only one):

1. Climate and risk
2. Strategy and implementation
3. Climate and finance

4. Emissions and targets

M

7N
UN &

environment
programme

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Question 2

Has your organization started to use the TCFD
recommendations (select only one)?

1. Yes,for a couple of years now
2. Yes, but we are still figuring it out
3. No, but we planto this year

4. No, our leadershipis not convinced

w—’_—.
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TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Section #3

Exploring the TCFD pillars

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Focus on the implementation guidance UN &
Comparison across finance and real economy sectors Srogramme:

e S
a b a b o a b o ) b o

Guidance for All Sectors

All

Supplemental Guidance

Banks .

Insurance Companies

Asset Owners

Asset Managers

Energy

Transportation

Materials and Buildings

Non-Financial Groups Financia Indust]es

HEE EE BN

HE BB

HEE BEEEEENE B

Ag., Food, and Forest Products

1) hitps /iwww.fsb.org/wp-content/uploads/P141021-4.pdf, page 7.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 29
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Disclosure varies across recommendations

The strategy recommendation includes both the most and the least disclosed

recommended disclosure

&

farn
UNG&
environment
programme

WFrz2012 [ Frzo1s [ Fy 2020

% Point Change % of Companies Disclosing Information

Recommendation Recommended Disclosure '18-'20 Aligned with TCFD Recommended Disclosures
9%
a) Board Oversight 16 13% —
Governance o
g 11%
b) Management's Role 9 -
a) Climate-Related Risks and 14 38% o
Opportunities 52%
26%
I 5%
c) Resilience of Strategy 8 a 135
" Meessment processe o
Assessment Processes 30%
. b) Risk Management 14%
Risk Management ) 8 15 17%
Processes 29%
c) Integrationinto Overall 17 10% 175
Risk Management 27%
34%
) CmaeremedMerres 10 e
b) Scope 1, Scope 2, and 7%
Metrics and Targets ' - 10 31%
g Scope 3 GHG Emissions 7%
21%
c) Climate-Related Targets 13 24% sasg
Source: TCFD Status Report 2021, https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Strategy-Workshop.pdf
TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 30
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Governance Pillar
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TCFD disclosure Pillar 1: Governance

The Governance recommendation is supported by two recommended disclosures

\(:”w‘i‘q‘w
(ALY

environment
programme

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

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.

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

Recommended Disclosures

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

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

a) Describe the climate-
related risks and
opportunities the
organization has identified
over the short, medium,
and long term.

b) Describe the impact of
climate-related risks and
opportunities on the
organization’s businesses,
strategy, and financial
planning.

c) Describe the resilience of

the organization’s strategy,

taking into consideration
different climate-related
scenarios, including a 2°C
or lower scenario.

a) Describe the organization’s
processes for identifying
and assessing climate-
related risks.

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

c) Describe how processes
for identifying, assessing,
and managing climate-
related risks are integrated
into the organization’s
overall risk management.

a)

b)

Disclose the metrics used
by the organization to
assess climate-related
risks and opportunities in
line with its strategy and
risk management process.

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

Describe the targets used
by the organization to
manage climate-related
risks and opportunities and
performance against
targets.

TCFD and Climate Risk Programme

United Nations Environment Programme Finance Initiative
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Expanded TCFD guidance on board oversight UN &

environment
programme

Recommended Disclosure a)
In describing the board’s oversight of climate-related issues, organizations should consider including:

Processes and frequency by which the board and/or board committees (e.g., audit, risk, or other committees)
are informed about climate-related issues

Whetherthe board and/or board committees consider climate-related issues when reviewing and guiding
strategy, major plans of action, risk management policies, annual budgets, and business plans, as well as
setting the organization’s performance objectives, monitoring implementation and performance, and
overseeing major capital expenditures, acquisitions, and divestitures; and

How the board monitors and oversees progress against goals and targets for addressing climate-related
Issues.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 33



Example for governance disclosure a) UN &

environment
programme

Schroders, TCFD report 2021

2021 governance structure for climate-related issues

Group Chief Executive

AV ALY
Group Management Chief Financial
Committee Officer

y N

y N A
Group Risk
GMC member GMC member } Committes
oA P

Product Strategy
Committee Key
Advise, escalate, report
Delegates
Oversight & challenge

Information sharing

Hrvwvw

Board & aversight

Climate

Planning Product Development
Investor Committee
Group

Climate
[ | Group governance

Change
Working
Group

Sustainability governance
. Climate-specific working groups

There were a number of GMC role changes that took place in January 2022. Our governance structure will continue to adapt where needed Iin accordance with our business strategy.

m Color-codedand included an agenda with responsibilities.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 34



Example for governance disclosure a)

Schroders, TCFD report 2021

environment
programme

Governance continued

Committee Committee information for 2021

Description

Chair: Schroders plc independent non-executive
Director

Board Audit and 1
Committee (BARC)

Membership: Independent non-executive
directors of Schroders plc

Meetings: 5

The BARC i responsible for overseeing financial reparting,
risk management and internal controls, internal and
external audit. The BARC receives reports from
management on key risks to ensure they are considered at
Board level. Owversight of key risks is essential to the
delivery of the Group's overall strateqy, and the BARC
provides an update to the Board quarterhy.

Climate activities during 2021:

- As Environmental, social and governance (ESG) risk

including climate change’ is identified as a key business
risk, the BARC received information guarterly in order to
assess how it is being managed

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Expanded TCFD guidance on management role UN &
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programme

Recommended Disclosure b)

In describing management’srole related to the assessmentand management of climate -related issues,
organizations should considerincluding:

Whetherthe company has assigned climate-related responsibilities to management-level positions or
committees; and, if so, whether such management positions or committeesreportto the board or a committee
of the board and whether those responsibilities include assessing and/or managing climate -related issues

A description of the associated organizational structure(s)

Processes by which managementis informed about climate-related issues; and

How management (through specific positions and/or management committees) monitors climate-related
ISsues.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 36



Example for governance disclosure b)

Standard Chartered, TCFD report 2021
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Governance body
Board

Beoard Risk

Committee
(BRC)

Climate-related

Chair agenda frequency
Standard Ad hoc.

Chartered PLC

Group

Chairman

Independent Three times a year.
ngn-Exen:utwe Climate Risk updates
Director

to BRC in Group

reports 11 times a year.

Purpose and responsibilities
related to climate-related issues

» Oversee the Group's overall net-zero

approach.

+ Responsible for the netzero pathway

shareholder advisory vote proposal.

+ Provide oversight of the Group's key risks

on behalf of the Board and is the
primary Risk Committee at the Board

level that oversees Climate Risk.

+ Consider the Group's Risk Appetite (RA)

and make recommendations to the
Board on the Risk Appetite Statement
(RAS].

« Asszessrisk bypes (including Climate

Rizsk) and the effectiveness of risk
management frameworks and policies.

» Provide oversight and challenge of the

design and execution of climate-
related stress testing.

Climate-related topic 2021

- Approved the Group's approach
to netzero.

+ Discussed and reviewed the
Group’s net-zero pathway.

+ Discussed and reviewed the
progress on delivery and
methodology of the Group's
approach to reach net zero
by 2050.

+ Took part in Climate Risk training
and guest speaker analysis on
climate-related matters.

- Reviewed and approved the
Group's Climate RAS.

- The Committees reviewed,
discussed and challenged the
Group's CBES skress test results,
ahead of submission to the BoE.

- Reviewed and approved Climate
Risk-related management actions.

- Review and recommend to the
Board Climate RAS.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Question 3

W hat steps have you taken to ensure your board is informed

about climate risks and opportunities? Please select multiple:
1.

2.

T T

Implementation of mandatory trainings
Specific skillse_ts' required for the boards
Adjusted internal reporting processes
Any other actions

W e have not taken any steps yet

Fany
,
UN &

environment
programme

TCFD and Climate Risk Programme
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Question 4 UN&
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programme

Are processes in place for relevant senior managers and/or
management committees to monitor climate-related issues
and information?

1. Yes, comprehensive governance in place
2. Some governance in place
3. No, but working on it

4. No, and itis not planned

s

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 39
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TCFD disclosure Pillar 2: Strategy

The strategy recommendation is supported by three recommended disclosures

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.

Risk Management

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

\(:”w‘i‘q‘w
(ALY

environment
programme

Metrics and Targets

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

Recommended Disclosures

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

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

TCFD and Climate Risk Programme

a) Describe the climate-
related risks and
opportunities the
organization has identified
over the short, medium,
and long term.

b) Describe the impact of
climate-related risks and
opportunities on the
organization’s businesses,
strategy, and financial
planning.

c) Describe the resilience of
the organization’s strategy,
taking into consideration
different climate-related
scenarios, including a 2°C
or lower scenario.

United Nations Environment Programme Finance Initiative

a) Describe the organization’s
processes for identifying
and assessing climate-
related risks.

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

c) Describe how processes
for identifying, assessing,
and managing climate-
related risks are integrated
into the organization’s
overall risk management.

a) Disclose the metrics used

by the organization to
assess climate-related
risks and opportunities in
line with its strategy and
risk management process.

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

Describe the targets used
by the organization to
manage climate-related
risks and opportunities and
performance against
targets.

41



Expanded TCFD guidance on strategy a) UN &
Disclose the actual and potential impacts of climate-related risks and opportunities on the Sp(‘;gr%fr'nmnfgt

organization’s businesses, strategy, and financial planning where such information is material

Recommended Disclosure a)

Describe the climate-related risks and opportunities the organization has identified over the short, medium, and
long term.

Organizations should provide the following information:

m A description of what they considerto be the relevant short-, medium-, and long-term time horizons, taking
into considerationthe useful life of the organization’s assets or infrastructure and the fact that climate -related
issues often manifest themselves over the medium and longer terms

= A description of the specific climate-related issues potentially arising in each time horizon (short, medium, and
long term) that could have a material financial impact on the organization

m A description of the process(es) used to determine which risks and opportunities could have a material
financial impact on the organization

m Organizations should consider providing a description of their risks and opportunities by sector and/or
geography, as appropriate. In describing climate-related issues, organizations should referto Tables Al1.1 and

Al1.2 (pp. 75-76)

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 42
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Example for strategy disclosures a) UN &
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Barclays TCFD report, 2021

Examples of identified climate physical risks and their potential financial impacts

Acute physical risk = These willimpact on credit and market risk associated with counterparties and clients.

(event-driven) = Barclays’ own operational resilience will mitigate against business disruption and damage to assets

SML » Acute physical events are already happening in the short term but will likely continue to occur and become more widespread.

Chronic physical risk = These risks could impact on entire sectors and geographic regions that the bank supports, as well as potentially impacting on the bank's
(shifts in climate own infrastructure

pattern) » These shifts in climate pattern are expected to manifest in the longer term

M, L

Examples of identified climate transition risks and their potential financialimpacts

Policy and » Rapid policy or regulatory changes (e.g. carbon taxes, tightening of energy efficiency standards) could lead to increased credit risk of

Regulatory risk clients and counterparties and could alter the definitions of green and sustainable products.

S,M,L = In certain jurisdictions, legislators and policymakers are increasingly focused on building a regulatory framework for the management of
the financial risks arising from climate change. These include, among other things, regulations and/or policies on climate risk management,
climate stress testing, taxonomy and disclosure. Compliance with these requirements may increase the costs as well as operational and
reputational risk on firms with cross-border businesses (as well as the bank), where there is a material divergence in climate regulations and
policies in the different jurisdictions in which impacted firms operate.

Technology risk = New evolving and disruptive technologies could lead to substantial and rapid changes in costs of production and operation,

S,M,L competitiveness, supply and demand in certain sectors = which could impact on credit risk of clients and counterparties

» The risk of this occurring exists now and in the future.
Legalrisk = Clients could face potential litigation as a result of the environmental impact of their business activities or their approach to addressing

S,M,L climate change, which could lead to credit risk for the bank where we have exposure to them and the Group could similarly face climate-
related litigation or enforcement action in relation to how climate change related risks are addressed.

There is some evidence that this is an emerging risk which could continue into the future.

= |dentifies climate-related risks in the short, medium, and long term and groups them into three
categories.

TCFD and Climate Risk Programme
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Expanded TCFD guidance on strategy b) UN &
Disclose the actual and potential impacts of climate-related risks and opportunities on the S'r‘c‘,’g"rr‘;’r‘nmrﬁgt
organization’s businesses, strategy, and financial planning where such information is material

Recommended Disclosure b)

Describe the impact of climate-related risks and opportunities on the organization’s businesses, strategy, and
financial planning.

Organizations should consider:
Including the impact on their businesses, strategy, and financial planning in the following areas: (1) Products
and services, (2) Supply chain and/or value chain, (3) Adaptation and mitigation activities, (4) Investmentin
researchand development, (5) Operations including types of operations and location of facilities, (6)
Acquisitions or divestments and, (7) Accessto capital

Organizations should describe how climate-related issues serve as an input to their financial planning
process, the time period(s)used, and how these risks and opportunities are prioritized. Organizations’
disclosures should reflecta holistic picture of the interdependencies among the factors that affecttheir ability
to create value overtime.

Organizations should describethe impact of climate-related issues on their financial performance (e.g.,
revenues, costs) and financial position (e.g., assets, liabilities). If climate-related scenarios were used to
inform the organization’s strategy and financial planning, such scenarios should be described.

Organizations that have made GHG emissions reduction commitments, operate in jurisdictions that have
made such commitments, or have agreed to meetinvestor expectations regarding GHG emissions reductions
should describe their plans for transitioning to a low-carbon economy, which could include GHG emissions
targets and specific activities intended to reduce GHG emissions in their operations and value chain or to
otherwise supportthe transition.

TCFD and Climate Risk Programme
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Supplemental Guidance for Insurance Companies UN &

environment
programme

Recommended Disclosure b)

Insurance companies should describe the potential impacts of climate-related risks and opportunities as well as
provide supporting quantitative information where available, on their core business, products, and services.

Including:

Information at the business division, sector, or geography levels
How the potential impacts influence client or broker selection; and

Whether specific climate-related products or competencies are under development, such as insurance of
green infrastructure, specialty climate-related risk advisory services, and climate-related client engagement

TCFD and Climate Risk Programme
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Example for strategy disclosures b) UN &

environment
programme
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[
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Singlife Climate-related Financial Disclosure, 2021

Potential environmental risks and associated impacts to Singlife

% d ENVIRONMENTAL RISK

Arises from impact of weather events and long-term or Arises from the process of adjustment to an environmentally sustainable
widespread environmental changes economy, including changes in public policies, disruptive technological
developments and shifts in consumer and investor preferences

I
@ o e e )

Increased severity and frequency Progressive shifts in climatic Increased pricing of CHC Write-off existing assets Shifts in consumer preferences
of extreme weather events e.g. and environmental conditions emissions, regulations of capital investment in for more sustainable products and
cyclones. floods eg. rising sea levels existing products and services, R&D, cost to deploy services, uncertainty in market signals,
exposure to litigations new process and repricng of assets

Increased volatility in Risk of business continuity Climate change, pollution, Liquidity assets impacted
investments related to carbon- disruption resulting from lifestyle changes, effects on by weather events, cut back
intensive sectors/contributors severe extreme weather mortality and morbidity on funding by environmentally
to environmental degradation events conscious investors

|\

Arises from providing insurance coverage to customers with activities
creating negative impact on the environment

= Singlife illustrated the potential impacts of climate-related risks and opportunities on their core
businesses, products, and services,.

TCFD and Climate Risk Programme
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Example for strategy disclosures b)
environment
programme

Citi Group TCFDreport, 2021

2021 2022 2023 2030
Client Transition Assessment, Advisory and Finance ENERGY
, Reduce Energy
| Clmnt. Qngagomont and alssessm_ont _ . N _ portfolio financed
O Transition advisory and finance, including debt and equity underwriting and lending emissions by
. 29%, or approx.
Clean Tech Finance 417 million mt
CO.e by 2030
O Support existing and new clean technologies to accelerate commercialization (143.8 million
mt CO.e to 102.1
Public Policy Engagement million mt CO,e)
O Support enabling public policy and regulation in the United States and other countries, POWER
including through trade associations and other industry groups Reduce Power
portfolio financed
Risk Management emissions
intensity by 63%,
O Dimension climadle risk exposure dcross our lending por Llolios and review clienl carbon from 313.5 kg
reduction progress CO,e/MWh to 115
O Ongoing review and refinement of ESRM Policy kg COEC.*'MWh
Portfolio Management
O Active portfolio management to align with net
zero targets, including considerations of transition
measures taken by clients
TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 47
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Expanded TCFD guidance on strategy c) UN &

Disclose the actual and potential impacts of climate-related risks and opportunities on the g'r‘(‘,’gr‘;’r‘nmnfgt
organization’s businesses, strategy, and financial planning where such information is material

Recommended Disclosure c)

Describe the resilience of the organization’s strategy, taking into consideration different climate-related
scenarios including a 2°C or lower scenario.

Organizations should consider discussing:
B Where they believe their strategies may be affected by climate-related risks and opportunities

W How their strategies might change to address such potential risks and opportunities

B The potential impact of climate-related issues on financial performance (e.g., revenues, costs) and financial
position (e.g., assets, liabilities); and

¥ The climate-related scenarios and associated time horizon(s) considered.

TCFD and Climate Risk Programme
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Supplemental Guidance for Insurance Companies UN &

environment
programme

Recommended Disclosure c)

Insurance companies that perform climate-related scenario analysis on their underwriting activities should
provide the following information:

Description of the climate-related scenarios used, including the critical input parameters, assumptions and
considerations, and analytical choices. In addition to a 2°C scenario, insurance companies with substantial
exposure to weather-related perils should consider using a greater than 2°C scenario to account for physical
effects of climate change and

Time frames used for the climate-related scenarios, including short-, medium-, and long-term milestones.

TCFD and Climate Risk Programme

United Nations Environment Programme Finance Initiative 49



o

4

- [Pg)
¢y
Example for strategy disclosures c) UN &
environment
programme
Allianz Group Sustainability Report2021
Aspects covered Scenarios used Scenario provider
Transition and physical -+ Climote Biennial Exploratory Scenario Bank of England
+ General Insurance Stress-test 2019
Transition and physical - Orderly Metwork for Greening the
+ Disorderly Financial System
= Hot-house (for physical)
Transition = 53 scenarios used for Speciol Report Intergovernmental Panel on Climate
on Global Warming of 1.5°C {no and Change (IPCC) (building on a multitude
low overshoot) of scenario providers)
Transition + Met-zero by 2050 International Energy Agency
» Sustainable Development Scenario
= Beyond 2" Scenario
= Stated Policies Scenario
« 27 Scenario
Transition = One Earth Climate Model University of Technology Sydney
Transition + RPS Inevitable Policy Response
- FPS
Physical + RCP'45 IPCC
« RCP'B5
« RCP! 2.5 will be implemented in the
course of 2022
Short-term Medium-term Long-term
Up to three years Three - ten years Ten+ years
Az defined, for instance, Meeded for establizhing Az, for instance, required for
in our standard Top Risk solvency considerations and strategic decisions and transactions
Assessment process. capital adequacy. with investment horizons of
severcl decades like real estate
and infrastructurne.
= Allianz Group elaborated how insurance company performed climate-related scenario analysis on their
underwriting activities with time frames used for the climate-related scenarios.
TCFD and Climate Risk Programme
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Example for strategy disclosures c) UN &

environment
programme

HSBC TCFD Update 2020

Wholesale loan exposure to transition risk sectors and customer guestionnaire responses

Building and Metals and Oil and Power and

Automotive construction Chemicals mining gas utilities Total
Wholesale loan exposure as % of =3.1% =4 0% =3.4% =2 5% =3.4% =3.2% =19.6%
total wholesale loans and advances
to customers and banks™*?
Proportion of sector for which 42% A4% 32% A5% 42% 40% A%
gueslionnaires were completed’
Proportion of guestionnaire responses B68% B81% T7% ba%e B4% 93% T 7%

that reported either having a board policy
or a management plan*

Sector weight as proportion of high 16% 20% 18% 13% 17% 16% 100%%
transition risk sector*

Use of climate stress testing and scenario analysis to answer strategic questions

b Guiding questionsy —M8M8M8M8M8M8M8¥ M@

— Hewe will our clients be impacted under different — What is the impact of climate risk on our — Whera ara the key pockets of climate risk
climate scanarios? business plan? in tha portfolio?

— How should we advise our clients to mitigate their — Da we have sufficiant financial resources given — |5 this climate risk axposura within risk appatita?
climate risk exposura? the potantial climate scenanos? — What is the impact of potential mitigation

— How da we accurataly track and manitor impact — Doas our financial resource allocation approach actions?
of elimata risk on parformaca? reflect the climata risks facing the businass?

v v -
»—————— |[Embedding into core processes —0—o0onoemrrii——m ——————$

Product design Strategic planning
Client advisory and decision making
Risk management Regulatory reporting
Performance metrics Capital planning Public disclosures

m Sections focus only on the resilience of the companies strategy, which is in line with c) of the strategy pillar.

TCFD and Climate Risk Programme
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Question 5

How would you rate the level of development of your strategy
processes around climate?

1. Not started climate risk and opportunity assessmenton
our strategy

2. Little process so far
3. Inprogress

4. Highly developed

B

Fany
,
UN &

environment
programme

TCFD and Climate Risk Programme
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Question 6

W hattime periods does the TCFD ask you to consider?
1. 10-20years

2. Until 2050

3. Until 2030

4. Short-, medium-, long term horizon

7N
UN &

environment
programme

w‘f‘
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Answer 6 UN &
environment
programme

W hattime periods does the TCFD ask you to consider?
1. 10-20years
2. Until 2050

3. Until 2030

4. Short-, medium-, long term horizon

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative 54



TCFD

Risk Management Pillar

TCFD and Climate Risk Programme
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TCFD disclosure Pillar 3: Risk Management

The risk management recommendation is supported by three recommended disclosures

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.

Risk Management

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

\(:”w‘i‘q‘w
(ALY

environment
programme

Metrics and Targets

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

Recommende 1Disclosures

a) Describe the board’s

oversight of climate-related

risks and opportunities.

b) Describe management’s
role in assessing and

managing climate-related

risks and opportunities.

a) Describe the climate-
related risks and
opportunities the
organization has identified
over the short, medium,
and long term.

b) Describe the impact of
climate-related risks and
opportunities on the
organization’s businesses,
strategy, and financial
planning.

c) Describe the resilience of
the organization’s strategy,
taking into consideration
different climate-related
scenarios, including a 2°C
or lower scenario.

TCFD and Climate Risk Programme

United Nations Environment Programme Finance Initiative

a) Describe the organization’s
processes for identifying
and assessing climate-
related risks.

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

c) Describe how processes
for identifying, assessing,
and managing climate-
related risks are integrated
into the organization’s
overall risk management.

a)

b)

Disclose the metrics used
by the organization to
assess climate-related
risks and opportunities in
line with its strategy and
risk management process.

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

Describe the targets used
by the organization to
manage climate-related
risks and opportunities and
performance against
targets.
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Expanded TCFD guidance on risk management a) UN &

Disclose howthe organization identifies, assesses, and manages climate-related risks g'r‘(‘,’gr‘;’r‘nmnfgt

Recommended Disclosure a)
Describe the organization’s processes foridentifying and assessing climate-related risks.

Organizations should provide the following information:
A description of their risk management processes foridentifying and assessing climate -related risks. An

important aspect of this descriptionis how organizations determine the relative significance of climate-related
risks in relation to other risks.

A description of whether they consider existing and emerging regulatory requirements related to climate
change (e.g., limits on emissions) as well as other relevant factors considered

Processesforassessing the potential size and scope of identified climate-related risks and

Definitions of risk terminology used or references to existing risk classification frameworks used

TCFD and Climate Risk Programme
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Supplemental Guidance for Insurance Companies UN &

environment
programme

s

Recommended Disclosure a)
Insurance companies should describe the processesforidentifying and assessing climate-related risks on re
/insurance portfolios by geography, business division, or product segments, including the following risks:
Physical risks from changing frequencies and intensities of weather-related perils;

Transition risks resulting from a reduction in insurable interest due to a decline in value, changing energy
costs, or implementation of carbon regulation; and

Liability risks that could intensify due to a possible increase in litigation.

TCFD and Climate Risk Programme
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Example for risk management disclosure a) UN &
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<

environment
programme

MS & AD Insurance Group TCFD Report 2021

® ERM cycle

- Formulate a strategy based on the Risk
Appetite Statement
Planning - In addition to monitoring climate change in
Phase the medium to long term, incorporate impact
of climate change, actual risks of climate
change, etc. into the Group Material Risks,
and formulate a management action plan.

Monitoring Execution
Phase Phase

* Monitor occurrence of risks, condition of

* Take risks within the amount of risk that can be held
capital, etc.

* Examine necessary countermeasures, etc.
based on monitoring results

m MS & AD group identifies Group Material Risks, including climate -related risks to be controlled by
management, formulates a Management Action Plan and regularly monitors the status.

TCFD and Climate Risk Programme
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Example for risk management disclosure a) UN &

environment
programme

Santander, TCFD Report 2021

o Planning: setting business objectives and considering
business enviranment

o Identification: ensuring effective categorization and control

0 Assessment: determining the likelihood, impact
and materiality of risk

Key o Execution: managing risk profile within the limits agreed
processes in the planning

o Monitoring: comparing perfomance against agreed plans

0 Mitigation: bringing perfomance back within or towards
acceptable levels

@ Reporting: production and submission of accurate and relevant
management information

m Santander disclose the organization key processesand has a detailed descriptionforeach of the
steps. Risk Management Recommendation a).

TCFD and Climate Risk Programme
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Expanded TCFD guidance on risk management b) UNG

Disclose howthe organization identifies, assesses, and manages climate-related risks environment

programme

Recommended Disclosure b)

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

Organizations should provide the following information:

A description of their processes for managing climate-related risks, including how they make decisions to
mitigate, transfer, accept, or control those risks. In addition, organizations should describe their processes for
prioritizing climate-related risks, including how materiality determinations are made within their organizations.

In describing their processes for managing climate-related risks, organizations should address the risks
included in Tables Al.1and Al1.2 (pp. 75-76), as appropriate.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Supplemental Guidance for Insurance Companies UN &

environment
programme

Recommended Disclosure b)

Insurance companies should describe:

Keytools orinstruments, such as risk models, used to manage climate-related risks in relation to product
developmentand pricing.

The range of climate-related events considered and how the risks generated by the rising propensity and
severity of such events are managed.

TCFD and Climate Risk Programme
62
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Example for risk management disclosure b) UN &

environment
programme

Aviva plc, TCFD report 2021

Figure 17: key components within Aviva's Climate Risk Appetite. Source: Aviva

Risk Preference

Risk Strategy

Our overarching RIS'F Appetite The Risk Preferences Risk Threshold
: . Qur attitude towards - . -
exprassion of how Aviva ) ) articulate our willingness The hard quantitative
_ the climate risk _ - . )
plc thinks about dimensions. articulated to take climate risk limits for our climate
climate-related risk ) defined for each risk exposures

in terms of outcomes

and opportunities risk type

= Aviva uses risk management and risk appetite frameworks to ensure their climate risk appetite
(supported by a dashboard of metrics) is aligned with their Sustainability Ambition, Senior Management

Long-Term Incentive Plan and their external commitments.

TCFD and Climate Risk Programme
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Expanded TCFD guidance on risk management c) UN &
Disclose howthe organization identifies, assesses, and manages climate -related risks S'r‘c‘)’g"rr%’r‘nmrggt

Recommended Disclosure c)

Describe how processes foridentifying, assessing, and managing climate-related risks are integrated into the
organization’s overall risk management.

Organizations should provide the following information:
A description of how their processesforidentifying, assessing, and managing climate -related risks are
integrated into their overall risk management.

TCFD and Climate Risk Programme
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Example for risk management disclosure c) UN&

environment
programme

China Pacific Insurance Sustainability Report, 2021

CPIC Risk Management Organizational Structure

CPIC Operation Subsidiaries’
and Management aperation Branches
Committee committees

CPIC Board of

Directors

T

Subsidiaries’
CPIC Risk CPIC Risk Branches’ compliance

compliance and .
Management and Management P and risk management

Audit Committee Center risk management depariments
departments

Impact of ESG risks on CPIC CPIC’'s approach to ESG risk

= Esiablishing response plans and fraining mechanisms

CPIC Risk Management
and Related-Party
Transaction Control
Committee

i Insurance development is closely related for climate risks
— to the external environment such as § » Developing catastrophe insurance, index insurance
i natural, economic and social conditions. i . .
¥ Insurance Changes in the external environment, +« Applying advanced catastrophe risk assessment
' Aspect ) such as a sudden epidemic, may affect i SR e
economic development, wealth income, § + Promoting the construction of the three pillars of old-
_/ and risk perception, which in turn age care and developing special products and services
o may pose risks to the development of such as old-age communities and medical care for
I insurance operations. major diseases

* Practicing sustainable insurance principles

m CPIC has achieved integrated risk managementto guide and supervise various departments and

subsidiaries, ensuring that risk management is implementedin line with CPIC’s risk managementgoals
and policies.

TCFD and Climate Risk Programme
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The Climate Risk Landscape: Tools and Providers UN &

environment

Methodologies and applications of climate risk tools continue to advance programme

Key conclusions?

W Increasing mandatory policy and regulation
driving tool use

W Standardization in climate risk inputs: NGFS
reference scenarios

¥ Mosttools are using more than one scenario
provider

W Combination of transition and physical risk
methodologies

" New applications of artificial intelligence
¥ Increasing data availability and usability

W Abundance and consolidation of service providers

1. UNEP FI, 2021

Reportfreely available online

The Climate
Risk Landscape

A'comprehensive overview of climate
risk assessment methodologies

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Areas requiring further enhancement UN &

Climate risk tools continue to improve, but there are still important gaps (that aamment

vary by tool) that users should appreciate

Topic Keyissues

B Some tools incorporate datasets on locations of physical assets for listed
: : mpani

Physical assetlocations and companies
other characteristics © But they do not take account of assetdesign, age and condition

W Data are lacking forunlisted companies/ SMEs

S A r e k(i = Tools use sector-or country-level trade data and input-output tables

demand W Data are lacking on suppliers and customers at counterparty level

Unlisted companies and
SME counterparties

m Climate risks facing unlisted companies / SME counterparties are unknown

o600 =l i c=o Tl =11l g I Ability of counterparties to adapt / cope with physical risk is not captured (except
and resilience measures sovereigns)

: W Lack of research on climate impacts on intangible assets (e.g. brand value,
Intangible assets T :
social license to operate, environmental performance)

Engagement W Engagementwith counterparties is typically not modelled

TCFD and Climate Risk Programme
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2022 Tool demonstration working group UN &

17 vendors are participating, which demonstrate their functions and methodologies environment
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enleligent

MooODY'S

ANALYTICS

’
N

Climate

'(k Finance

Munich RE =

L g
]

programme

planetrics €& &3 OLIVER WYMAN
McKinsey pwciL
& Company

B
% y D I CROSS
DEPENDENCY
\ INITIATIVE

S&P Global
Market Intelligence

URGENTEM The

~ Climate
Service

ISS ESG >

Willis Towers Watson Lil*I'Ll
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Applications of climate scenarios UN&
Climate scenarios will become an indispensable part of the analytical toolkit for firms in g‘,‘(‘,’gr‘;’r‘nmnfgt

the coming years

Applications forrisk managers, businesses, and strategy setters

e Cllmaife-re]ated Climate strategy setting
disclosures
e Limits and targets

Underwriting criteria #
g

Internal reporting

gall

Climate stress tests
(more details on next page)

TCFD and Climate Risk Programme
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Question 7 UN G
environment
programme

Whatdo the governance and risk management
recommendations have in common?

1. They both address internal processes that drives
continuity

2. They both require only quantitative metrics

3. They should both be included in all organizations
mainstream reports

4. Neither are required by banks

w

TCFD and Climate Risk Programme
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Answer 7 UN &
environment
programme

Whatdo the governance and risk management
recommendations have in common?

1. They both address internal processes that drives
continuity

2. They both require only quantitative metrics

3. They should both be included in all organizations
mainstream reports

4. Neither are required by banks

TCFD and Climate Risk Programme
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Metrics and Targets Pillar

TCFD and Climate Risk Programme
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TCFD disclosure Pillar 4. Metrics and Targets

The metrics and targets recommendation is supported by three recommended

disclosures

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.

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

Risk Management

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

\(:”w‘i‘q‘w
(ALY

environment
programme

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

Metrics and Targets

Recommended Disclosures

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

a) Describe the climate-
related risks and
opportunities the
organization has identified
over the short, medium,
and long term.

b) Describe management’s
role in assessing and
managing climate-related

risks and opportunities. b) Describe the impact of

climate-related risks and
opportunities on the
organization’s businesses,
strategy, and financial
planning.

c) Describe the resilience of
the organization’s strategy,
taking into consideration
different climate-related
scenarios, including a 2°C
or lower scenario.

a)

Describe the organization’s
processes for identifying
and assessing climate-
related risks.

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

Describe how processes
for identifying, assessing,
and managing climate-
related risks are integrated
into the organization’s
overall risk management.

a) Disclose the metrics used
by the organization to
assess climate-related
risks and opportunities in
line with its strategy and
risk management process.

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

c) Describe the targets used
by the organization to
manage climate-related
risks and opportunities and
performance against
targets.

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Expanded TCFD guidance on metrics and targets a)  UN&

Disclose the metrics and targets used to assess and manage relevant climate -related risks and S'r‘c‘,’g"rr‘;’r‘nmrﬁgt
opportunities where such information is material

Recommended Disclosure a)

Disclose the metrics used by the organization to assess climate-related risks and opportunities in line with its
strategy and risk managementprocess.

Organizations should provide the following information:
A description of their key metrics used to measure and manage climate-related risks and opportunities as well
as metrics consistentwith the cross-industry, climate-related metric categories described in Table A2.1 (p. 79).

A description on climate-related risks associated with water, energy, land use, and waste management where
relevant and applicable.

Descriptionwhether and how related performance metrics are incorporated into remuneration policies. Where
relevant, organizations should provide their internal carbon prices as well as climate-related opportunity
metrics such as revenue from products and services designed for a low-carbon economy.

Metrics should be provided for historical periods to allow for trend analysis. Where appropriate, organizations
should consider providing forward-looking metrics forthe cross-industry, climate-related metric categories
described in Table A2.1 (p. 79), consistentwith their business or strategic planning time horizons. In addition,
where not apparent, organizations should provide a description of the methodologies used to calculate or
estimate climate-related metrics.

TCFD and Climate Risk Programme
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Supplemental Guidance for Insurance Companies UN &

environment
programme

Recommended Disclosure a)

Insurance companies should:
Provide aggregated risk exposure to weather-related catastrophes of their property business (i.e., annual
aggregated expected losses from weather-related catastrophes) by relevant jurisdiction.

Describe the extent to which their insurance underwriting activities, where relevant, are aligned with a well
below 2°C scenatrio, using whichever approach or metrics best suit their organizational context or capabilities.

Indicate which insurance underwriting activities (e.g., lines of business) are included.

TCFD and Climate Risk Programme
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Example for metrics and targets disclosure a)

Swiss Re Annual Report 2021

7N
UN &

environment
programme

Gross AEL for weather-related perils by region and for peak exposures, Swiss Re

Group (2019-2021, USD million)

20149 2020 2021
Total 1915 2170 2010
Morth America 2430 1006 1000
Latin America 175 220 1856
EMEA, 3056 365 286
Aszia 310 416 360
Cceania 225 175 176
Tropical cyclone 980 1150 1055
Morth Aimerica 6560 6156 BEO
Latin America 145 180 160
EMEA 0 O 0
Asia 2356 310 280
Cceania i 45 35
Convective storms 200 330 360
Maorth America 220 240 2bh
Latin America ] Q ]
EMEA 45 45 40
Asia 0 0 0
Oceania 35 45 5]a]

m Swiss Re uses Annual expectedlosses (AEL) as an indicator for our average current climate-related
risk exposure, given result of expected weather activities, the vulnerability of insured assets and

operations, their values and the volume and structure of our insurance products.
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Expanded TCFD guidance on metrics and targets b)  UN&
Disclose the metrics and targets used to assess and manage relevant climate -related risks and g'r‘;’gr‘;’r‘nmnfgt

opportunities where such information is material
Recommended Disclosure b)

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

Organizations should provide the following information:
A description of their Scope 1 and Scope 2 GHG emissions independent of a materiality assessment, and, if
appropriate, Scope 3 GHG emissions and the related risks.

All organizations should consider disclosing Scope 3 GHG emissions.

GHG emissions should be calculated in line with the GHG Protocol methodologyto allow for aggregation and
comparability across organizations and jurisdictions.

As appropriate, organizations should consider providing related, generally accepted industry-specific GHG
efficiency ratios.

GHG emissions and associated metrics should be provided for historical periods to allow for trend analysis. In
addition, where not apparent, organizations should provide a description of the methodologies used to
calculate or estimate the metrics.

TCFD and Climate Risk Programme
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Supplemental Guidance for Insurance Companies UN &

environment
programme

Recommended Disclosure b)

¥ Insurance companies should disclose weighted average carbon intensity or GHG emissions associated with
commercial property and specialty lines of business where data and methodologies allow.

TCFD and Climate Risk Programme
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Example for metrics and targets disclosure b)

Fany
,
UN &

environment

programme
Zurich Stand-alone Integrated Sustainability Disclosure 2021
EC:EEJ;%@IC @
2020 change Target Target

Unit of 2019 relative to reduction reduction
Key performance indicator measurement (base year)! 2020 base year 2025 2029
Absolute carbon emissions CO2e 164,346 66,708 (59%) 50% 70%
Absolute reduction in all operational emissions  (metric tons)
Scope 1 + 2 emissions CO2e 49,042 27714 (43%) 55% 80%
Reduction in emissions from the vehicle fleet (metric tons)
and onsite heating as well as from purchased
electricity, heat and steam (e.g., district heating)
Scope 3 emissions CO2e 115304 38,994 (66%) 50% 65%

Reduction in operational emissions resulting from
air, rental and rail business travel, employee
commuting, strategic data centers, printed paper
and waste, as well as indirect energy impacts

(metric tons)

1 Operational emissions include extrapolations to ensure 100 percent data coverage while details by categories are explained hare:
www.zurich.com/sustainability/'sustainable-operations/our-environmental-kpis

m Zurich has disclosed their Scope 1, Scope 2 and Scope 3 GHG emissions associated with operational

activities and lines of business.
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Example for metrics and targets disclosure b)
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Citi Group, TCFD report 2021
Design Decisions Power Energy
Scope and Boundaries Scope 1 GHG emissions from power Scopel, 2 & 3 GHG emissions
generation clients with available power
generation data
Target Metric Intensity Absolute
(kg CO,e/MWh) (% reduction from baseline)
Scenario Selection IEA SDS OECD IEA MZE 2050
Committed vs. Outstanding Committed exposure Committed exposure
Exposure
Scope Power Energy
Scope 1 4,261,747 17,308,063
Scope 2 164,059 518,594
Scope 3 M/AE 40,13,950"
Total 4,425,806 57,240,607
2020 ABSOLUTE FINANCED EMISSIONS: COMMITTED EXPOSURE (mt CO &)
Scope Power Energy
Scope 1 11,464,654 33,847,434
Scope 2 485,784 1,434 241
Scope 3 WA 108,478,743
Total 1,950,438 143,760,418
TCFD and Climate Risk Programme
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Expanded TCFD guidance on metrics and targets ¢c)  UN@&

Disclose the metrics and targets used to assess and manage relevant climate -related risks and S'r‘c‘,’g"rr‘;’r‘nmrﬁgt

opportunities where such information is material

Recommended Disclosure c)

Describe the targets used by the organization to manage climate-related risks and opportunities and
performance against targets.

Organizations should provide the following information:
A description of their key climate-related targets such as those related to GHG emissions, water usage,
energy usage, etc., in line with the cross-industry, climate-related metric categories in Table A2.1 (p. 79).

In describing their targets, organizations should consider including the following:
whether the target is absolute, or intensity based
time frames over which the target applies
base year from which progressis measured;and
key performance indicatorsused to assess progress against targets

Organizations disclosing medium-term orlong-term targets should also disclose associated interim targets in
aggregate or by business line, where available. Where not apparent, organizations should provide a
description of the methodologies used to calculate targets and measures

TCFD and Climate Risk Programme
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Barclays, TCFD report 2021

Example for metrics and targets disclosure c)

7N
UN &

environment
programme

Operational footprint dashboard

Total GHG emissions by scope (market based)
000 tonnes COLe

Total GHG emissions by scope (location based)
000 tonnes COLe

Scope 1 and 2 [marked based) GHG emission
reductions (against a 2018 basealine)

Lo m L Ty T 165 __ 8 6DAJ
Against a target of -80%
26 Toral e 7 Total by the end of 2021
208 281 e 641 OV CI 261 1713 61
s 52 2020 -73%
.Sﬂ:ptl .Smp-! Scope s .S-:l:-pil .5n:||:tz Scope 3
GHG emissions intensity (market based) Total energy use Progress against Barclays' commitment to RE100
tonnes COLe / FTE GWh
o EZE - Q404"
2000 107 2020 558,057 O
Against a target of 30% by the end of 2021
2019 216 2019 654,590 and 100% by the end of 2030
2020: 79%
Campus sustainability measures
On-site renewable electricity generation Energy intensity reduction [kWh./m?) Waste diverted
[against a 2019 baseling)
021 021 2031
ID.HE Progress Progress m
by 3035 0% by 2035 0% by 2035 0%

u Clear statement of metrics used in assessing climate-related risks, including total emissions and GHG
emissions intensity. Barclays also mentioned the associate impact on energy, water and waste.

TCFD and Climate Risk Programme
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Example for metrics and targets disclosure c) UN &

environment
programme

Barclays, TCFD report 2021

Carbon=related assets (including sub=sector breakdown)

20E1
[

Agriculture, Food and Forest Products 14,719 14,627 0.63%,
Agriculfture 5,043 5,802
Foad, Bew and Tobacoo 8,800 B12%
Paper and Farest Products a7r5 636
Energy 25,646 27,981 -B.34%
Coal Mining and Coal Terminals’ 45 29
il & Gas 12 869 15613
Power Utilities 12,732 12,332
Materials and Building 51,960 51804 0.30%
Cament 324 358
Chemicals 4 308 4926
Conritruction and Materiss 2,919 3,201
Hamebuikding and Property Develogment 5,774 6,035
Manufesburing 14,385 14,110
Miatada T42 936
Mining lincl. diversified miners)? 1,408 1,608
Packaging Manufacturers: Metal, Glass and Plastics 3T0 254
Feal Estate 21,4593 20,084
Steal 236 292
Transport 11,422 11,305 1.10u1%%
Automoltive 5,568 5,530
Aoviation 2,049 1,991
Other Transpert Services 1,663 1,495
Perts 189 239
Road Haulage 1,026 1,137
Shipping 927 912
Subtotal (elevated risk sectars) 46,535 50,537 -7.92%
Grand Total 103,747 105,717 -1.86%

= Inline with the supplementguidance for banks, as Barclays shows the amount and percentage of
carbon-related assets relative to total assets.

TCFD and Climate Risk Programme
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Question 8 UN &
environment
programme

Whatdo the Strategy and Metrics and Targets
recommendations have in common?

1. They describe the “how” aspect of climate resilience

2. They should address the risks and opportunities that are
expected to be financially material

3. Ascenario analysis can inform both of these pillars

4. Neither are required by banks

e ——— T

TCFD and Climate Risk Programme
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Answer 8 UN &
environment
programme

Whatdo the Strategy and Metrics and Targets
recommendations have in common?

1. They describe the “how” aspect of climate resilience

2. They should address the risks and opportunities that are
expected to be financially material

3. Ascenario analysis can inform both of these pillars

4. Neither are required by banks

TCFD and Climate Risk Programme
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Common challenges

TCFD Pillars

TCFD and Climate Risk Programme
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Common challenges UN &
That companies face when implementing TCFD recommendations and how to Srogramme:

overcome potential roadblocks

Climate change is still considered a CSR issue
Integrating into mainstream reporting
Understanding the next steps

Limited experience with scenario analysis
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Data availability
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Target-setting, emissions data, and
alignment measurement

TCFD recommendations

TCFD and Climate Risk Programme
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Overview of the target-setting process and the key UN &
deC|S|0n p0|ntS environmen

programme
Potential process for setting feasible net-zero targets

e.g., “Clients in Power e.g., targeting
portfolio are projected financing towards
to reduce emissions clientR&D into green
by 20%in aggregate technologies, re-
—implying a20% gap” focusing lending

e.g., “2020 IEA WEO
SDS implies 40%
e.g., scope 1-3, reduction in
intensitymetrics emissions”

©

&
[
N\

Assess actions

—> —» —> —» required to —>
address gap lterate,
Align on high- Finalize scope Develop in- Baseline between syndicate and
level design and metrics for going view of portfolio against baseline and finalize net-zero
principles Power targets targets targets targets
A

Includes firm-wide
decisions on measurement

and target-setting such as

businesses forinclusion,
timeline for setting and re- $

assessing targets, etc.

A

Evaluate financial impact

e.g., “actions could of applyi ng various levers

have an X% impact
on revenues by 2030”

TCFD and Climate Risk Programme
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Target-setting guidance provided by the TCFD

In this example, the key elements of the firm's target are explained in accordance with
the characteristics noted on the left-hand side of the page

Characteristics of Effective
Climate-Related Targets

Aligned with Strategy and Risk
Management Goals

Linked to Relevant Metrics

Current Metrics

Historical Metrics Forward-Looking Information

Quantified and Measurable

Clearly Specified over Time
Baseline
Time horizon

Interim targets

Understandable and
Contextualized

Periodically Reviewed and Updated

CO,-Equivalent GHG Emissions (Tonnes)

Reported Annually

— GHG emissions under current policies scenario
L]

= GHG emissions under delayed 2°C scenario
= GHG emissions under immediate 2°C scenario

Historical data
Company target GHG emissions path

GHG emissions under 1.5°C scenario

7N
UN &

environment
programme

Example Relationship between Metrics and Targets (Hypothetical Firm)

Target: Our firm commits to reducing net Scope 1 and 2 GHG emissions—as
defined by the GHG Protocol—to zero by 2050, with an interim target to cut Scope
1 and 2 GHG emissions by 50% relative to a 2015 baseline by 2030. We are
working with suppliers to reduce Scope 3 GHG emissions.

-10@

'v_‘

2000

2005 2010 2015 2020 2025 2030 2035

r

2040 2045 2050

TCFD and Climate Risk Programme
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Three methods of target-setting: absolute financed
emissions, physical emissions intensity and “FELI”

PG
A
el

environment
programme

Midstream cannot
be included in

- Calculate for each company and then sum up

* Normalizes allows comparison
across companies of different
sizes

Metric Equation Advantages Watchpoints
1. Absolute * Allows inclusion of all sub- * Restricts portfolio growth, even
financed Z x Company emissions sectors if growing in emissions efficient
emissions . i
Company EVIC « Allows aggregation across holdings

PCAF-aligned - Calculate for each company and then sum up various sectors * More cha_llenglng o compare

« A focus for most across clients of different sizes

NGOs/activists

2. Physical + Allows growth in emissions * More complex to source data /
emissions efficient companies compute given sector-specific
intensity production data

* Excludes sub-sectors that do
not directly generate output
(e.g., Midstream, Oil Services)

emissions lending
intensity (“FELI”)

v

Company emissions Financing to client

Company EVIC Total sector financing

-Calculate for each company and then sum up

with low emissions relative to
their size

* Allows inclusion of all sub-
sectors

 Allows aggregation across
various sectors

» Easier to source financial data
for denominator relative to
physical emissions intensity

scope
« Cannot be aggregated across
sectors
3. Financed * Allows growth in companies * Relationship between

emissions and financial metric
is less concrete than physical
emissions intensity

* Harder to benchmark relative to
an absolute emissions pathway

TCFD and Climate Risk Programme
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Case study 1

Explore the following case studies of two banks that have set
targets under guidance of the Net Zero Banking Alliance:

1. Whatmetrics are used for each sector? Why might those
selected metrics be appropriate for the sector in question?

2. Discussthe process followed in setting a target (Citibank)
3. Discussthe goals reported on related to targets (Barclays)

4. Whatsectors do you think it would be easiest to set
targets for? Which would be hardest? Why?

w‘

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Net-zero target-setting example: Citibank UN &

environment
programme

#  Steps Description

Calculate Emissions B Calculate baseline financed emissions for each carbon-intensive sector
Transition Pathway  Identify the appropriate climate scenario transition pathway
Target Setting B Establish emissions reduction targets for 2030 and beyond

Implementation Strategy B Engage with and assess clients to determine transition opportunities

B Solicit feedback from clients, investors and other stakeholders as this work continues to
evolve and we collectively define net zero for the banking sector.

2020 Baseline? Climate Scenario 2030 Targets

® 29% reduction from 2020 baseline

External Engagement

Energy (Scope 1, 2, 3) W 143.8 milion mt CO,e ™ IEA NZE 2050
M 102.1 million mt COze
W 63% reduction in Scope 1 intensity per

MWh
Power (Scope 1) W 313.5 kg CO,e /IMWh ® IEA SDS OECD

115 kg COz2e /MWh

1 Baseline based on available data as of September 2021. Further updates to improve data quality of the baseline numbers mayre sultin changes to both the 2020 baseline
numbers and the 2030 targets.

TCFD and Climate Risk Programme Source: Citibank
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https://www.iea.org/reports/world-energy-model/net-zero-emissions-by-2050-scenario-nze
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Net-zero target-setting example: Barclays

Previously announced

Strategic pillar targetipolicy

B -80% GHG emission
reduction Scope 1 and 2
(market-based) against a
2018 baseline

H Source 90% renewable
electricity for our global
operations

1. Achieving net zero
operations

2. Reducing our
financed emissions

B -15% absolute CO, emission
reduction against a 2020
baseline (Scopes 1, 2 and 3)

B -30% CO, emission intensity
reduction against a 2020

Portfolio baseline (Scope 1)

reduction
targets

n/a

n/a

Progress

B -86% GHG emission
reduction

W 94% renewable electricity

® Carbon neutral for Scope 1,

Scope 2 and Scope 3
business travel emissions
since 2020

Fany
,
UN &

environment
programme

New announcement

B -22% absolute CO2 emission ™=

reduction

W -8% CO2 emission intensity
reduction

M n/a

® n/a

90% GHG emission reduction in Scope
1 and 2 (market-based) by the end of
2025 against a 2018 baseline

Source 100% renewable electricity for
our global operations by end of 2025

By the end of 2025 2021 Performance By the end of 2030

-40% absolute CO2 e7 emission
reduction against a 2020 baseline of
78.5 MtCO2 e (Scopes 1, 2 and 3)

-50% to -69% CO2 emission intensity
reduction against a 2020 baseline of
320 kgCO2 /IMWh (Scope 1)

-20% to -26% COz2 e emission intensity
reduction against a 2021 baseline of
0.620 MtCO2 e/Mt (Scopes 1 and 2)

-20% to -40% CO2e emission intensity
reduction against a 2021 baseline of
1.926 MtCO2 e/Mt (Scopes 1 and 2)

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Section #4

Q&A, conclusion and evaluation

TCFD and Climate Risk Programme
United Nations Environment Programme Finance Initiative
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Survey UN &
environment
programme

https://survey.alchemer.com/s3/7020062/Exploring-the-TCFD-
Pillars-and-Good-Practices

TCFD and Climate Risk Programme
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Appendix
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Introduction to the Strategy Recommendations UN &

Various TCFD publications offer guidance on the Strategy recommendation g':g;rr‘;':,,m,,?;“

[

Final Legend:

Recommendations
and Recommended
Disclosures

Provides details on the following:
#==s, Publication includes guidance
* Context and background on the need for climatE're|ated i .: on Strategy recommendation

financial disclosures

* The Task Force’s remit from the Financial Stability Board

* TCFD general framework, including recommendations
and recommended disclosures

STrsssssssEEeEEEEER AW

2017 Report

Implementation Provides guidance on the application of the recommendations

Guidance + as well as implementation guidance for the following:
+ » All sectors
* « Four financial industries
: + Four groups of non-financial companies the Task Force
= 2021 Implementation :  considers more likely to be affected financially than others
* Guidance (Annex) : given their exposure to certain transition and physical risks
:---n-n----------.------‘
Additional : : =% : E - :
Supporting Materials = 3
: 5 : P 2|
: 2017 Scenario Analysis 2020 Guidance on Risk : 2020 Guidanceon : 2021 Guidanceon :
Technical Supplement : Management Integration Scenario Analysis for Metrics, Targets, and
5_ and Disclosure :Non-Financial Companies ; - Transition Plans -

LAN AR AR AR LA LA LR LR LR LR R "srssussssrnnwnsnsennunnwa® Tssssssssnensnessnnnnnmnwt
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Disclosure varies across recommendations

The strategy recommendation includes both the most and the least disclosed

recommended disclosure

&

farn
UNG&
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programme

WFrz2012 [ Frzo1s [ Fy 2020

% Point Change % of Companies Disclosing Information

Recommendation Recommended Disclosure '18-'20 Aligned with TCFD Recommended Disclosures
9%
a) Board Oversight 16 13% —
Governance o
g 11%
b) Management's Role 9 -
a) Climate-Related Risks and 14 38% o
Opportunities 52%
26%
I 5%
c) Resilience of Strategy 8 a 135
" Meessment processe o
Assessment Processes 30%
. b) Risk Management 14%
Risk Management ) 8 15 17%
Processes 29%
c) Integrationinto Overall 17 10% 175
Risk Management 27%
34%
) CmaeremedMerres 10 e
b) Scope 1, Scope 2, and 7%
Metrics and Targets ' - 10 31%
g Scope 3 GHG Emissions 7%
21%
c) Climate-Related Targets 13 24% sasg
Source: TCFD Status Report 2021, https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Strategy-Workshop.pdf
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Assessing the quality of TCFD reports UN &

7

By The Financial Reporting Council (FRC) and the Financial Conduct Authority (FCA) gpg;g,g?,,mrggt

Findings from the FRC

1.

Granularity and specificity: We expect the specificity and granularity of companies’ climate-related
disclosuresto improve as their processesto manage climate-related risks.

Balance: We expectcompanies to ensure that the discussion of climate-related risks and opportunities is
balanced, and to consider linking the description of climate-related opportunities to any technological
dependencies.

Interlinkage with other narrative disclosures: We expectcompanies to consider the interlinkages of TCFD
disclosureswith other narrative disclosures in the annual report.

Materiality: Companies did not always explain how they had applied materiality to their TCFD disclosures,
and many did not make it clear how they had taken into account the TCFD all-sector guidance and
supplemental guidance for financial and non-financial companies.

Connectivity between TCFD and financial statements disclosures: Some companies’ discussion of the
impact of climate on the financial statements was generic in nature and hence not very helpful in
understanding the relationship between climate-related risks and amounts in the financial statements.
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