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<General Comments>

We, the General Insurance Association of Japan, are grateful for this
opportunity to comment on the IP.

We are aware of the importance of the insurance industry to respond to
climate change and support the TCFD Recommendations. Although this [P
draws on the results of a SIF Survey on Implementation of the TCFD
Recommendations and Guidance, TCFD aligned disclosures are still at an
early stage of development. In particular, there are problems such as
insufficient data and the lack of a quantitative method for disclosing risk-
related information. The insurance sector is currently looking at various
ways of moving forward.

In such circumstances, it is important to start with voluntary disclosures to
share practices, and a step-by-step method to promote disclosures. It should
be noted that mandatory disclosures without established methods may lead
to a one-size-fits-all approach, such as simply placing checkmarks on check-
sheets. Such an approach is unlikely to promote the understanding among
insurers nor will it have a positive impact that leads to action regarding
climate-related risks and opportunities.

In addition, making climate-related disclosures mandatory in a premature
manner could cause a rapid acceleration of divestment from certain
businesses, etc. and also halt insurance underwriting for these businesses.
This could lead to transition risks and the destabilization of the financial
system.

In Japan, as described in Annex 1, a number of companies including the
insurance sector support TCFD Recommendations through initiatives such

as the TCFD Consortium of Japan. Cooperating closely, the private and
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BEISERLL T2 25 TH B, RIP KBTI, HlziF, ~¢7
61 o [[..] a purely voluntary pathway towards adoption of TCFD
Recommendations may not yield disclosures of the quality and scope
necessary[...] ] @ X 5 1CEFNL % SHF T2 X 5 BRIAPERAZ T 51
LR HEVICHETH Y, 2D X5 HRBIHIRT ~ETH 5, TCFD
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EziTw3,

public sectors are actively discussing and considering disclosure methods on
the assumption that they are voluntary. Several statements in the IP that
seem to support mandatory approaches such as “a purely voluntary pathway
towards adoption of TCFD Recommendations may not yield disclosures of
the quality and scope necessary...” in paragraph 61 should be deleted
because such points of view are premature. In order to implement TCFD
Recommendations, the first step supervisors need to take is to establish the
most appropriate means of implementation according to the situation of
their own jurisdictions. Discussions that assume they will be made
inhibit

implementation means, or the private sector from making spontaneous

mandatory may supervisors from considering appropriate

efforts.

Moreover, while the IP mentions changes to underwriting and investment
practices, the insurance sector can contribute to the transition towards
decarbonization, or a low-carbon economy, not only through direct
methods, such as changes to underwriting and investment practices, but
also through engagement with their customers and communities. We are of
the opinion that constructive dialogues are more important than divestment
to further create positive momentum toward energy transition and the

development of new innovations.

7 - [recognising that supervisors are questioning whether market-led action | At this stage, it is rather premature to assert, “recognising that supervisors
alone will deliver the necessary transformation. | & DFC#23H % 23, Wi | are questioning whether market-led action alone will deliver the necessary
ET 20 FRAMEcH Y, KEIHIFRT X, transformation”. Therefore, this sentence should be deleted.

14 [However, there are significant differences in awareness of climate risk | Despite the statement that reads, “However, there are significant

(and views on materiality) across the insurance sector. | & DECE A H 3 23,

differences in awareness of climate risk (and views on materiality) across
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THIFRT & TH 2,

the insurance sector”, we are of the opinion that the insurance sector is
sufficiently aware of climate risk. In addition, the statement is incongruous
with “relatively high levels of awareness of climate change risk” in paragraph

39. As such, the sentences after “However:--” should be deleted.

15

- PRI DY AH A RS2 & AE IR O %R ek L
DTVT—=Y AV bbiro T3, - T, [Insurers are responding to
climate risks through various measures such as changes to underwriting
and investment practices and engagement with customers and society in

climate policy] & W I RDIMR 2 Z & ZRET 5,

c B, RIBRBER L LTIELARZ N AV P XY, RN RNEED
HDB, TANX =R H 7274 /) = a VAEIRET =R T4 7
e LV AEART I AT, BEETHLLEZTEY, 20 X5 2l
ML ERETH D,

As insurers not only underwrite, invest, and offer loans, but also engage with
customers and society, we propose adding “Insurers are responding to
climate risks through various measures such as changes to underwriting and
investment practices, and through engagement with customers and society

through climate policy” to the paragraph.

Moreover, the Japanese insurance sector is of the opinion that constructive
dialogues are more important than divestment to further create positive
momentum toward energy transition and the development of new

innovations.

35

[ This stems from differences in regulatory requirements relating to
climate change risk disclosure. | & & % 23, ZICD W T R iRloR X
nTwZrv, BENT — 2 ICHEI 2R IZ4d L FEZEYNITIRL
725D eIz \W/z®, This LT IZHIBRT & TH 5,

The statement “This stems from differences in regulatory requirements
relating to climate change risk disclosure” does not seem to be presented
with sufficient rationale. As analysis that is not based on objective data may

not necessarily describe facts in an appropriate way, the statement after
“This---” should be deleted.

41

KRS E O&ZDJRIND Y Vv — 2B (resource requirements) (C
BB ERRBLTHDED, XYIEfEICIE 28R ) Y —Z (necessary
resource) DHEMRTZ A0 EI D] WLk d2bneEz2obnb7-0, EXXHE

-

Do

Although this paragraph suggests that the disparity between large and small
insurers is due to "resource requirements”, we think that “whether or not
the necessary resources can be secured” explains the cause more accurately.
Therefore, we propose revising “considering the resource requirements of
climate risk assessment” to “considering whether or not the necessary

resources can be secured to assess climate risk”.
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report that the presence of established governance processes relating to
climate risks, and TCFD implementation specifically, are necessary in
order to take the necessary steps to further the understanding of
disclosure items for which common methodology is currently under
development (eg risk management, metrics and targets, and scenario
analysis). D X 9 ITEXT 5 Z L #IRET 5,

34
While the first bullet point (Implementation process) in the paragraph
ends with, “-- more advanced disclosures (e.g. risk management, metrics

and targets, and scenario analysis)”, it should be noted that risk
management, metrics and targets, and scenario analysis may be recognized
as difficult to respond to not because they are “advanced” but because a
common framework is still being developed for them. In line with the aims
of the TCFD Recommendations, TCFD aligned disclosures only become
meaningful after all the market participants have delivered them. The
original aim of the Recommendations cannot be achieved if they are seen as
something that only limited numbers of companies with resources can
implement because the above-mentioned elements are advanced.
Therefore, we propose avoiding the “advanced disclosures” wording and
revising the sentence to: “Insurers report that the presence of established
governance processes relating to climate risks, and TCFD implementation
specifically, are necessary in order to take the necessary steps to further the
understanding of disclosure items for which common methodology is
currently under development (e.g. risk management, metrics and targets,

and scenario analysis)”.

44

3 &Y H (Strengthening climate risk assessment capacities) Z [Insurers
can work with third-party service providers *--| & ® %723, ¥— FoX—F
4 DY —CRT AL L EEEEL L LTH, RIAOWE Y 2 7 OFFHI
PCrTvYva v ) A7 OFH BT F Y A EITIICHoTD
B> v 73 REVW L EZLHITRETH S,

Despite the statement in the third bullet point (Strengthening climate risk
assessment capacities), “Insurers can work with third-party service
providers-+-”, it should also be stated that technological gaps remain huge
to assess long-term physical and transition risks, and conduct scenario

analysis, even if insurers work with third-party service providers.

45

S I N3 Figure 3 1 TCFD Status Report TRfE+t 7 % — & {th
Sector Z LW L72d D TH % LB L T30, AREZFTIIRED
7 X —k 0T —2EEDTEY, I OEBEHIIER 2@ L TN

We understand that the source of Figure 3, referred to in this paragraph, is
the comparisons of the insurance sector with other sectors included in the

TCFD Status Report. However, since the Status Report collected data from
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certain sectors and insurers’ climate efforts are mostly made indirectly
through their customers, comparisons between other sectors are not
necessarily appropriate. As a result, “The insurance sector exhibited some
of the smallest improvements in disclosure practices when compared to

other financial sectors (such as banking) or corporate sectors” is misleading.

46

« Ko¥Z 2777 713 [4. Therole of supervisors| @V — F3XTdh 51D D

b3, #IEM (mandatory) BN ICBES 2 HpCRidA Mg o CTH D
ZAPALEY = FXEPEE LT, TCFD o FEhiiic A i fREREE
EHRBTRECLOFE HIACOEESE» NRTICIE L T, &
IIOBRELEPLET L W2 EZL LT LD TR WD, (TEDRR
fA e LTI N7z TCFD #2513, 3 o TEE TO@EM 2554
bNDENETHY, DD DZME RIS 2 2 & BB I3
NTwz L ATH2ICHEDLT, [HREHL] ZATHICH S &I\
VIEMEZRZ 5,

- EiEda o, X7 46 o 1 CHICOWTIE [4.1.7Referencing TCFD as a
component of mandatory climate risk disclosures | ®Hf& L Cil#k 3
~NETHY, oMb IcE kT 2 0Tk < TEEHIZ TCFD
REDOHEZHME L, HEOEHTOMIG L WEMEDTEY JTITOWT,
HHRICHMD 5~ETH2] JL2HERTHNETH 2,

CEDH AT, XF 46 D2 XAICOWTIE, TRROEEY S5 47 LA
L. BHEEGHICN 2 X 5 RECBANAFIBEIEST 22 e8FE 2605 (7
B, AT ECHZY, %7 46 © 2 LHIKDWTIX [supervisory
guidance | % [supervisory approach | ~&EIEL 723 L wEEZ 2),

Although this paragraph is a lead to the section “4. The role of supervisors”,
its title and the lead sentence are inconsistent, since it begins with an
example regarding mandatory disclosures. In implementing TCFD
Recommendations, we think the first step supervisors should take is to
consider preferred strategies for their widespread use, depending on the
situation of their own jurisdictions. The TCFD Recommendations, which
were developed as a voluntary disclosure framework, should first be applied
on a voluntary basis, and supervisors should provide support in order to
achieve the objective. In this regard, we are very uncomfortable when

“mandatory” comes to the forefront.

In this context, the first sentence of this paragraph should be described as
an example of “4.1.7 Referencing TCFD as a component of mandatory
climate risk disclosures”. Also, this paragraph should make sure that

should TCFD

Recommendations and contemplate how to implement them appropriately

“supervisors understand the intention of the
in their own jurisdictions", without mentioning “making mandatory”.

In addition, the second sentence of this paragraph and paragraph 47 could
be integrated into one, as follows, in order to make them introductory

contents for different initiatives. Also, it would be better to revise the term

“«“ : M ”» “« : ”
supervisory guidance” to “supervisory approach” in the process.
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The TCFD Framework provides an important foundation on which
supervisory approach for insurer disclosures can be developed. On the basis
of current and contemplated practices used by insurance supervisors and
other relevant supervisory coalitions as described in Annex 1, there are
several approaches that supervisors are exploring to strengthen public
disclosure based on the TCFD Recommendations — as well as to leverage
the TCFD Framework to support broader supervisory objectives relating to

climate risk assessment.

“The TCFD Framework provides an important foundation on which a
supervisory approach for insurer disclosures can be developed. On the basis
of current and contemplated practices used by insurance supervisors and
other relevant supervisory coalitions, as described in Annex 1, there are
several approaches that supervisors are exploring to strengthen public
disclosures based on TCFD Recommendations — as well as to leverage the
TCFD Framework to support broader supervisory objectives relating to

climate risk assessment”.

49

41.2 (X7 49) BX 1 4.1.30%7 50)13\v 4D supervisory expectations
ICH 258 TH Y, LA T LD TITLE D v,

As both are about supervisory expectations, we propose integrating 4.1.2

(paragraph 49) and 4.1.3 (paragraph 50) into one.

50

41.2 (X7 49) X1 4.1.3(0%7 50)I3 341D supervisory expectations
LD 5RBMTH Y, lE T LDTRLE I 2

As both are about supervisory expectations, we propose integrating 4.1.2

(paragraph 49) and 4.1.3 (paragraph 50) into one.

52

+ [Involved supervisors may consider ways to integrate climate risks more
routinely into group supervisory processes, including supervisory
colleges.| & DFELH D % 23, HEDE»N T EKRALETEIFITH
B SR Y 2 7S 2 MG O L~ v & 7r — 7N TIERICHT
—L TV DIRHELWZ LICHETRETH 2,

Regarding the sentence, “Involved supervisors may consider ways to
integrate climate risks more routinely into group supervisory processes,
including supervisory colleges.”, it should be noted that completely
integrating the necessary level of engagement and disclosures on climate
risk issues within insurance groups is difficult, considering each country’s

circumstances vary widely.

54

C[EHEfL I NI WA F VR B AT ICE T, RETH L

Tw% GHG #EHSREBEFB 2034 v 5o it 2 £l
5, TORICOWT [KED T A X —BER-CHATREE DE S T
ICERBICAN] 22 2R LTHEE 2\,

This paragraph, which argues for the "standardisation of aspects of TCFD"
and "guidance on how to consider climate risk impacts”, mentions "climate
sensitivity of a given level of greenhouse gas (GHG) emissions" and "the
impacts associated with a given level of temperature rise" in the latter part.
Regarding these elements, we request the addition of the following wording:
“---differences in each country’s energy policies and transition paths are also

duly taken into account”.
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- [ An increasing share of industry stakeholders have also expressed positive

views on the implementation of mandatory disclosure, reflecting a phased
approach to allow for practices to develop although some stakeholders
have suggested that mandatory approaches could discourage the
evolution of innovation practices, and that therefore some degree of
flexibility is necessary to identify best practices.| & DELEDIDH 5 53, Z
DT EREBN AT — 2 ICHED T IAIS A v X —DKED R %
JBRL T2 L EZ2D0, BB AEMNTR R 6IE, ZOoXRBIL
HIfRZT L Z2RETH 5,

- GIA] 3, FEPMHELIN TR WP TORBIEFRRE, F=v 27K

v 7 A %MD 5 X5 MRG0 B TREME D B 0 L RAEEE)
YR7/HERITET 2 RERZEFR O PRE - ITE) DIEHEIC 1X-D 7 23 & 7 W A]
BEMEDLH DS B EEZTWE, FT7 V2 ) —ICHREZ#ED, 772774
2EHEL, ATy T AL ZRTy 7ChHREZED T ZEPEETH
%o

« F7-, TCFD RSO RO T EMIIRMELTH DL b, [N

AL TT7T 4R R BRBUIRREE LD [ 7y ¥ T T 2774
] & LTIEE D D

- In# <. HYA [Supervisors have expressed a range of views on whether

or not climate-related disclosure should be mandatory or remain
voluntary in nature...] &l I LT 323, R OBEL #H#EET 2 =
RoZMY EFonTesh, K7 v 2 ) —oiRzfES s8R ico0n
TIEHEY EFonTcuiawy, @A FOBEREZINY L7 =7 AaHEE s
DI RETHD, PlzlE. HRDREAL 2018 4F 12 HIcAKRL 7=
TCFD 77 4 2 v 2120 CIRERAIC X B HWAR & X4 5%

As for “An increasing share of industry stakeholders have also expressed
positive views on the implementation of mandatory disclosure, reflecting a
phased approach to allow for practices to develop although some
stakeholders have suggested that mandatory approaches could discourage
the evolution of innovation practices, and that therefore some degree of
flexibility is necessary to identify best practices”, we are wondering if this
correctly reflects the views of the majority of IAIS members based on
objective data. Unless objective rationales exist, this statement should be
deleted.

We think that mandatory disclosures without established methods may
lead to a one-size-fits-all approach, such as simply placing checkmarks on
check-sheets, and that this is unlikely to promote the insurance sector’s
understanding nor will it lead to actions regarding climate-related risks and
opportunities. It is important to start with voluntary disclosures to share

practices, and to promote disclosures step-by-step.

TCFD

Recommendations are yet to be established, using the expression “best

Given that disclosure methodologies based on the
practices” is misleading. We propose replacing it with “good practices”.

In addition, this paragraph only mentions views that promote making
disclosures mandatory, despite stating in the beginning, “Supervisors have
expressed a range of views on whether or not climate-related disclosure
should be mandatory or remain voluntary in nature---”. In order to ensure
the impartiality of this IP, views from both sides should be taken up. For
example, Japan’s Ministry of Economy, Trade and Industry regards

voluntary disclosures as a positive measure, stating that “it is assumed that
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BREPLDT 4 —F Ny IRBAENRONS Z & T, X XWIEHEH
RDEY FBREWEIN T D LBEINS | LEZ, FT7 /X))
— R ERY T4 T RbDELTIRATWS,

accumulating companies’ disclosures and investor feedbacks on such
(In the
Guidance for Climate-related Financial Disclosure (TCFD Guidance)
released in December 2018.)

information will lead to finding ways for better disclosure”.

Section | -+ fEEBIRHAA & L T S 7z TCFD ol A, 4.1.8 13472 { | We propose changing the orders of 4.1.7 and 4.1.8. Considering the spirit
4.1.8 &b 4.1.7 DRRITHLET 5 & TlEZr\, 4.1.7 & 4.1.8 DFCHNEZ A | of the TCFD, 4.1.7 should not be positioned after 4.1.8 given that it was
Bz L %IRET 5, developed as a voluntary disclosure framework.
58 - TCFD 1@ S I EO K RO T EMIIRMELTH D 2 &b, [_A+ - | Asdisclosure methodologies based on the TCFD Recommendations are yet
T T4 A b RIFEM AL 7y ¥+ 75277 4 A] & LT | tobe established, use of the expression “best practices” is misleading. We
13 &9 D propose replacing it with “good practices”.
60 [ Finally, only a small number of the surveyed insurers have made plans to, | Although it is stated that, “Finally, only a small number of the surveyed

TCFD
Recommendations and to deliver TCFD aligned disclosures.] & & % 23,
TCFD €5 1Cih o Z21E MR ) Y — AR L 2T WK TR 23
HITLTHY, EROELFIFC b wH RN TH S, /2, FIRD
Jiiki—> < 9 b UNEPFI TCFD &34 v v b 70— 72 B0 THEIC D
Wz ER Y TH L, T 2RI N 2T LR O A O
THRHAZFIR L. I o Z0mEZEmOAL LTV IEETH 5,

or are already taking steps to, actually implement the

insurers have made plans to, or are already taking steps to, actually
implement the TCFD Recommendations and to deliver TCFD aligned
disclosures”, leading insurers (i.e., those able to secure resources relatively
easily) have an edge over others in terms of TCFD aligned disclosures. In
addition, raising the standard of the insurance sector is still at an early stage.
Developing disclosure methodologies is also just getting started by the
UNEP FI's TCFD insurance pilot group. Both disclosers and discloseds
have only just begun their efforts within voluntary frameworks and are

about to enhance the quality of their disclosures.

61

- "Given this wide dispersion~"D+t v 7 v &, kL% LT 2 L5
BRIHATH Y, RELHIIHIFRT RETH 5, K2——DffEmE L TH
HHTRE L, BEEL L CHCOEBIC BT 2 b B 2 EiEFR %
MgETscTchh, miMLEZET L THo T b\,

The sentence, “Given this wide dispersion-:-” seems to support mandatory
disclosure and should be deleted. The conclusion of this paper should be for
supervisors to establish the most appropriate means of implementing the
TCFD Recommendations in their own jurisdictions, and must not

encourage supervisors to make the Recommendations mandatory.
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BRI DX BB BT D o THIBICARN T 7 u —F Il

BHDHIEERRBTLINAL TSI LICIIRNTH S, TCFD #£5 12
S TEMBARIE Y VY — APFER L LT ORFRRSHEAEITL TH D,
FERDE LTI NP0 IR TH Y | REESA DR D 7%
< 9 % UNEPFI TCFD R4 1y k7 —FicBnTificownizid
20 TH B, RTINS AEERR DR A O TH
Azl Chr o X OREZEOAL LT IEMTH 2, a
purely Voluntary pathway towards adoption of TCFD Recommendations |
TH, HEZWE L EATIEA o N RIS s E A LN D
ﬁ&imﬁii%VTVX@%ﬁ£?6+ﬁ&ﬁ&#méhf$5?\
ZDBIED D b AEYTH B,

We do not support the implication that a purely voluntary pathway towards
adoption of TCFD Recommendations has problems just because there is a
wide dispersion on climate-related disclosure among insurers. Leading
insurers (i.e., those able to secure resources relatively easily) have an edge
over others in terms of TCFD aligned disclosures. In addition, raising the
standard of the insurance sector is still at an early stage. Developing
disclosure methodologies is also just getting started by the UNEP FI's
TCFD insurance pilot group. Both disclosers and discloseds have only just
begun their efforts within voluntary frameworks and are about to enhance
the quality of their disclosures. While “a purely voluntary pathway towards
adoption of TCFD Recommendations” could yield the disclosures of the
required quality, this IP does not state enough rationale about the sentence,

and is inappropriate from that aspect as well.

Annex 1

- TCFD 2HIEL Tk 5ic, TCFD &= 0o KB HERIT H

LW EHBBIMENREZIT) 2L TCEREZR XS ICh2EED D
DTHb, HRICBWTIX, FEOFRFEZAFE L L, TCFD 2 vV
— VT LEOHMEZBE L., REERICL U E o T % 013 TCFD
ICERLCTw3, 7. BERICEWTIZ, S/ RREE Y [t &
O LY . ERMMN 2@ 2 1 = X LOEZIToT 05,
TCFD a vy —v 7 LEOHMZE L RIATECTE & bEE L 225
BN Tk o - Mt AERIL L Te Y, 20 X5 BRI ALRTH 2
EEZTWD

In line with the aims of the TCFD Recommendations, the nature of TCFD
aligned disclosures only become meaningful after all the market participants
deliver them. In Japan, with the premise of voluntary disclosure, many
companies, in addition to the insurance industry, support the TCFD
recommendations through activities such as the TCFD Consortium of
Japan. In Japan, the financial/insurance supervisor builds cross-sectoral
cooperating mechanisms while working with other ministries. Through
initiatives such as the TCFD Consortium of Japan, discussions and
considerations regarding methodologies of disclosures, which are led by the
private sector in cooperation with public sector, are becoming more active.

We think such initiatives are beneficial.

ek




