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The TCFD recommendations and the
finance sector

- Financial disclosure key for smooth functioning of markets,
informed capital allocations

- Climate change and its deep economic implications need
to be considered in risk pricing and capital allocations

- Disclosure of climate and other extra-financial information
still niche, marginal, unstandardized

- This is particularly true for disclosures by financial
iIntermediaries and asset owners
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What will this working group achieve?

1. Publicly signal finance sector support and
determination vis-a-vis the FSB'’s push for climate risk
transparency

2. Pro-actively support interested UNEP FI members
to pilot disclosure in alignment with FSB
recommendations

3. Support further the needed harmonization of
climate-risk disclosures in the finance sector




What will be the benefits of joining?

- Joint problem-solving, sharing of experiences, insights
In real time

- Collaborate to secure the best outside expertise
available, and jointly develop resources required by all

- Considerably reduce the cost of disclosure per Fl
- Within-group, confidential benchmarking

> Get a sense, in private, of how disclosures might
be interpreted, before going public

- Help shape emerging standardization of climate-risk
disclosure in the finance sector
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The project

- Group of 10-20 first-mover banks

- Pilot an agreed-on subset of recommendations and
jointly address implementation challenges

- Jointly develop scenarios, indicators, methods, and
models and conduct other research as needed

- Compile the created methods, tools, scenarios, and
other research and develop case studies describing
the banks’ practical experiences and approaches taken




Role of secretariat vs banks

Secretariat

- facilitate group exchange/peer
learning and joint problem
solving

- bring in and manage
collaboration with relevant
outside expertise

- lead/project manage the
development of climate
scenarios, methodologies,
indicators

- compile jointly developed
methodologies as well as the
participating banks’
implementation case studies and
manage the publication process

Banks

- pilot the implementation of the

agreed-upon TCFD
recommendations

- contribute experiences,

expertise to developing
solutions for joint
implementation challenges

. fund external

consultants/experts

- provide materials for

implementation case studies

- present and position the results
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Scope

- To be discussed and decided by project members in the first few
weeks after constitution of Working Group

- Which of the recommendations do we include?

- Transition risk, physical risk, or both?

- Explicit focus on sub-sectors or keep things abstract?
- Global validity or regional nuance?

- Quantity and the type of scenarios (scenario ambition;
shock vs slow-onset; scenario parameters; etc.)?
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From scenarios, data, models
To disclosure metrics

- A key area of deliberation and focus in the working group

- Research and determine, individually or collectively, scenario
parameter values: e.g. energy technology mix; prices for
CO2 and fossil fuels; policy implications; macroeconomic
assumptions; etc.

- Discuss, and agree on the bank exposure variables to be
used: i) client/investee characteristics and ii) portfolio
exposure

- Develop models able to translate scenarios into potential
portfolio impact and sensitivities for use in disclosure
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What will participating banks commit to?

Participating banks are expected to:

1. Appoint an overall focal point

2. Commit to put in place the required internal processes and
resources across various organizational teams and areas

3. Appoint relevant technical experts as focal points for potential
technical sub-working groups

4. Commit financial resources towards joint, group-wide
commissioning of work to third parties

5. Provide case study material
6. Commit to disclose (fully or partly) in TCFD-alignment

7. Agree to UNEP FI communicating publicly about their
participation in the working group, and issuing resulting
recommendations to the 'I;?FD




Estimated time commitment

Overall focal point
» 1-2 conference calls of approx. 60 min. per month

* 1in-person meeting at UNEP FI's Annual General Meeting (AGM) fall
2017 in Europe

* Approx. 5 hours per month to prepare and review materials

« Time to coordinate team members from different departments within your
bank

Specialists from different bank departments
» Potentially participation in temporary sub-working groups, requiring 4-6
calls over two to three months

» Provide Guidance and inputs for external experts developing metrics,
models and scenarios (several hours per month over the course of 2-3
months)

« Time to review materials and test the developed scenarios, metrics and
methodologies (several hours per month over the course of 2-3 months)

- Should be part of the work they would do anyway to implement the TCFD
recommendations and hopefully less than if they were on their own.
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Next Steps

« Follow-up email issued to all banking members and webinar
participants with further details and next steps

« Non-binding expression of interest by 10t April to
remco.fischer@unep.org or simone.dettling@unep.org

« Between 3" April and 15t May: one on one calls with
interested banks

« Binding expression of of interest by 15" May

« Constitution of Working Group in second half of May
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Thank you!

remco.fischer@unep.org
simone.dettling@unep.org
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