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EiBGUtiVB summary

Introduction

Climate change is
increasingly being
recognised as a
significant emerging risk.
In light of this, the HKFI
Task Force on Green
Insurance engaged
KPMG to conduct
research across three
workstreams covering
different areas related to
climate risk and present
the findings. The
workstreams’ coverage
included developing an
Insurance Industry
Climate Charter, a
Climate Reporting
Framework, and a
Climate Data Framework
primarily focused on
Property and Health
Insurance. The findings
also incorporate feedback
received during
consultations held with
local Hong Kong insurers.

This document presents
the final report covering
Workstream 1 as
highlighted here.

@ Workstream 1: Insurance
Q‘\_\ ﬁ? Industry Climate Charter

Propose an industry charter for the Hong
Kong insurance sector. The charter is based
on high level principles based on leading
global insurance climate charters and
localised for the Hong Kong market through
feedback and consultation with Hong Kong
insurers.

P Workstream 2: Climate

ﬁ Reporting Framework

Propose a climate reporting framework for
the Hong Kong insurance sector, that
accounts for the size and complexity of the
market. The framework provides non-binding
guidance on what could be disclosed
following the ISSB Exposure Draft S2
requirements and sets out additional
considerations relevant to specific insurance
sector business lines (where appropriate).

Workstream 3: Climate Data
Report

Prepare a climate data report which focuses
on proposing a data collection framework and
potential roadmaps to enable collection of
climate data for the purpose of monitoring the
effects of climate change on Property and
Health insurance products in Hong Kong.

Note: Workstream 2 and 3 are not covered in this report.
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workstream1- Insurance Industry
Climate Charter

a IS a Insurance

« As part of global efforts to
address climate change, the
HKFI, joining various other
national and international
insurance associations and
bodies, has proposed an
insurance industry climate
charter for its members to
follow.

and commitments whicH
signatories are expected
to comply with.

« To ensure the charter is fit for
the Hong Kong insurance
market, it has been presented
to all HKFI members for
feedback and comments. Sign-
up to the charter is voluntary.

» Key sections of the charter are
summarised below.
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workstream1-Insurance Industry

Climate Charter Sections Summary

Charter Section

Section Summary

01. Introduction

02. Business
Operations &
Governance

03. Investments

04. Claims
Management,
Products &
Underwriting

05. Societal
Engagement

06. Reporting &
Disclosures

07. Glossary

Outlines the global and Hong Kong Government-led climate
change initiatives to which the charter is aligned (i.e., Hong
Kong Climate Action Plan 2050, Paris - Climate Agreement,
United Nations Sustainable Development Goals).

Insurers commit to placing their efforts towards making
sustainability an integral part of their own business operations,
investments, underwriting, and product design.

Insurers are dedicated to supporting responsible and
sustainable business processes.

Insurers aim to support sustainable investment and actively
assume their significant role in transforming the economy and
contributing to a just transition.

Insurers also aim towards achieving carbon neutral GHG
emissions in their investment portfolios by 2050. Insurers will
use relevant measurement techniques to work towards
reducing CO- emissions in their portfolios.

Insurers will advance the integration of sustainability criteria in
their underwriting guidelines and claims management practices.
Insurers identify with the long-term objective of achieving a
carbon neutral economy by 2050. Insurers include in their
action plans a transitional strategy on how to work with their
clients to achieve carbon neutrality.

Insurers will work with government, regulators, and other key
stakeholders to promote environmental awareness and action.

Insurers also commit to (1) setting and publishing incremental
climate targets for 2030 and (2) reporting actions taken to
contribute to meeting the requirements of the Paris Agreement
and the Hong Kong Action Plan 2050 as appropriate.

Insurers will regularly report on the progress of implementation
of the climate charter.

Defines key climate concepts highlighted in the charter.
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m_surance Industry Glimate Charter
@ Background

What is a climate charter?

An insurance industry climate charter is a document that outlines a set of climate principles
and commitments which signatories are expected to comply with.

What are the benefits of having an industry charter?

* Itis beneficial to have an industry charter as more customers of insurers seek to
assess whether their “suppliers” are making commitments to reduce their carbon
emissions.

* Measurement and reporting the progress of charter implementation has been
evidenced to incentivise progress on climate commitments.

+ Engaging other stakeholders will further enhance collective climate risk mitigation
efforts, as climate risk is not managed in isolation by insurers.

» Clear reference to a benchmark climate agreement such as the Hong Kong Climate
Action Plan 2050 promotes alignment with ongoing national climate efforts.

Approach

The draft charter was developed through analysing overseas charters, identifying their core
components and common themes, and localising for Hong Kong requirements such as the
Hong Kong Climate Action Plan 2050. Two industry briefing sessions were held with HKFI
members to explain the draft charter and provide the industry with a view of what to expect
in it.

As part of a consultation process, the draft charter was shared with all HKFI members and
more than 100 comments were received covering various parts of the draft charter. Each
insurer's comments were noted. The charter was revised, and further discussed with the
Task Force on Green Insurance.

In the next section we outline the proposed charter. It is important to note that:

* Sign-up to the charter is voluntary but encouraged.

* Incorporating the consultation feedback into the proposed charter worked to balance
the needs of insurers and their circumstances in Asia, with the need to make
meaningful progress in in this space given the seriousness of climate change.

» Forinsurers that are signing up to global frameworks, the requirements have been
set so as to not contradict i.e., the charter requirements are not intended to create
more administrative effort for insurers that are already making climate commitments.
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Insurance Industry Climate Charter (English version)

A. Introduction
Al Recognizing that:

- Hong Kong acceded to the Paris Agreement on Climate Change (“the Paris
Agreement”) in 2016.

- Inresponse to the Paris Agreement, Hong Kong has developed a Climate Action
Plan 2050 (“HKCAP”) outlining four major decarbonization strategies namely “net-
zero electricity generation”, “energy saving and green buildings”, “green transport”
and “waste reduction”.

- The goals agreed in the HKCAP translate to achieving carbon neutrality across
greenhouse gas (“GHG”) emissions in the second half of the twenty-first century.

- The International Sustainability Standards Board (ISSB) published the International
Financial Reporting Standards (IFRS) Sustainability Disclosure Standards in June
2023.

- The ISSB standards have been built on and expanded from the Task Force on
Climate-related Financial Disclosures (TCFD) recommendations. The Green and
Sustainable Finance Cross-Agency Steering Group (CASG) welcomes the release
of these standards which aim at becoming the global baseline for corporate
disclosure of climate and sustainability-related information®.

A2 This Climate Charter sets out the principles to facilitate Hong Kong’s insurance industry
in meeting the climate-related goals of the Climate Charter.

A3 To support the goals of the HKCAP, Sustainable Development Goals of the United
Nations (“SDGs”) and the Paris Agreement, Hong Kong insurers (“We”) commit to
achieving:

- Carbon neutrality across scope 1, 2 and 3 GHG emissions by 2050

and placing efforts towards making sustainability an integral part of our business
operations, investments, underwriting and product design.??

B. Business Operations and Governance

B1 We are dedicated to supporting responsible and sustainable business processes by
improving our energy efficiency, reducing carbon emissions, and offsetting any
remaining emissions through initiatives such as promoting energy conservation,
adopting flexible work arrangement, encouraging green transport, reducing waste and
improving energy efficiency of occupied buildings.

C. Investments

C1 We support sustainable investment and actively assume our significant role in
transforming the economy and contributing to a just transition. Being long-term
investors, life insurers can align their investments to sustainability requirement by
developing climate-related investment targets based on sustainable concepts such as

1 Cross-Agency Steering Group welcomes publication of IFRS Sustainability Disclosure Standards, 27 June 2023.

2 This Climate Charter sets out the principles to facilitate Hong Kong’s insurance industry in meeting the climate-related goals
of the Climate Charter.

Splease be aware that certain commitments within this Climate Charter may be more applicable to different sectors of the
insurance industry. Please also note that all examples of actions referenced herein are not prescriptive nor do they represent a

cogirehensive list of possible actions.

I
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portfolio carbon intensity reduction, engagement, sector targets, financing of transition,
best-in-class investment, sub-portfolio emission targets, and ESG Integration.

C2 We aim towards achieving carbon neutral GHG emissions in our investment portfolios
by 2050. We will use relevant measurement techniques to work towards reducing CO-
emissions in our portfolios.

D. Claims Management, Products and Underwriting

D1 We will advance the integration of sustainability criteria in our underwriting guidelines
and claims management practices. We will facilitate sustainable decision-making of our
policyholders by educating claimants on green choices for repairs, innovating
solutions/product with focus on green financing, providing insurance incentives for green
products.

D2 We identify with the HKCAP’s long-term objective of achieving a carbon neutral
economy by 2050. We will work with our clients to decrease emissions arising from their
business and industrial risks* that would directly conflict with the goal of creating a
carbon neutral economy. To meet this goal, signatories will include in their action plans
a transitional strategy on how to work with their clients to achieve carbon neutrality.

E. Societal Engagement

E1 We will work with government, regulators, and other key stakeholders to promote
environmental awareness and action through, inter alia, collaborating with public bodies,
supporting the development of regulatory requirements, raising stakeholder awareness
for ESG.

E2 We also commit to support the efforts of the CASG’s Centre for Green and Sustainable
Finance to work with financial regulators, relevant government agencies, industry
stakeholders and academia in capacity building and improving data availability for the
financial industry.®

F. Reporting and disclosures

F1 We will set and publish incremental targets for 2030 for our emissions and initial action
plans towards the Paris Agreement and the Hong Kong Climate Action Plan as
appropriate. Implementation progress including challenges faced, actions taken to date
and further plans, will be suitably disclosed at regular intervals including scope 1, scope
2, and scope 3, towards achieving the 2050 goal. We will publish our incremental
targets and initial action plans for Scope 1 and Scope 2 emissions within 2 years of
becoming a signatory to the Climate Charter, with targets and initial action plans for
Scope 3 emissions to be published as soon as feasible thereafter.

F2 We will report on the progress of implementation of this charter every 2 years after
publishing such targets per F1. This reporting may include:

- A description of challenges faced during the implementation
- Progress towards the published incremental targets, as well as the 2050 goal
- Actions taken to date, their results, and further actions planned.

4HKCAP targets carbon emissions reductions in power generation, transport, and waste (mainly from landfills) which account
for 66%, 18% and 7% of Hong Kong’s carbon emissions respectively.

5 https://www.hkma.gov.hk/eng/key-functions/international-financial-centre/green-and-sustainable-finance/centre-for-green-

and—fustainable—finance/

I
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We will provide climate-related disclosures aligned with the CASG'’s strategy® for
sustainability reporting after becoming a signatory to the Climate Charter.

This charter may be subject to revisions as a result of key changes to the underlying
agreements highlighted in A1 and upon agreement of the charter signatories.

List of signatories in the charter

[This section is a placeholder. Signatories can be included in the charter document, or often
maintained as a separate document or page on the website.]

5 Cross-Agency Steering Group Launches its Strategic Plan to Strengthen Hong Kong’s Financial Ecosystem to Support a
Greener and More Sustainable Future, 17 Dec 2020.

Insurers that meet the requirements for proportionality will be able to report on a “disclose or explain” basis for their first report
but shall need to disclose in line with CASG strategy for sustainability reporting fully from their 2™ report onwards. Signatories
that are subsidiaries of a wider group shall be able to submit group reports if generally aligned with the reporting requirements

of tj’s Climate Charter.

I
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Glossary

ESG Concepts

Best-in-class investment — this is the approach of selecting companies that are
leaders in their industry or equity sector in terms of ESG criteria.

Carbon Neutrality — Carbon neutrality is achieved when anthropogenic CO» emissions
are balanced globally by anthropogenic carbon dioxide removals over a specified
period. Carbon neutrality is also referred to as net-zero carbon dioxide emission.
Achieving carbon neutrality helps limit the rise in carbon concentration and global
temperature, and reduce the risks and damages caused by climate change.

ESG Engagement — a long-term active dialogue between investors and companies on
ESG issues. In these conversations, investors get the opportunity to discuss
sustainability risks of companies and provide companies with insights into investor
expectations of ESG practices by companies.

ESG integration — the systematic and explicit inclusion of material ESG factors into
investment analysis and investment decisions.

Financing of transition — any form of financial support which promotes high-carbon
companies start to implement long-term, strategic changes or initiatives to become
greener.

Net Zero — Balancing anthropogenic release of greenhouse gas (GHG) with removal of
emissions from the atmosphere so that the net addition of GHG to the atmosphere is
zero. This can be done by reducing emissions and absorbing GHGs from the
atmosphere.

Portfolio carbon intensity reduction — the reduction of the carbon intensity attributed
to a portfolio of investments.

Sub-portfolio emission target — refers to the portfolio emissions targets which apply
later in time i.e., these indicate the emissions targets the insurer aims to have achieved
at future time e.g., aim for 30% portfolio carbon intensity reduction by 2025.

GHG emissions scope levels

Scope 1 refers to all direct GHG emissions from sources owned or controlled by the
insurer. Examples include emissions from an insurer’s car fleets, generators, and air
conditioning systems owned by the insurer.

Scope 2 refers to indirect GHG emissions from consumption of purchased electricity or
heat; these emissions physically occur at the facility where electricity is generated.
Examples include emissions associated with the production of heat and electricity for
buildings used but not owned by the insurer.

Scope 3 refers to all other indirect emissions not covered under Scope 2 that occur in
the value chain of the reporting company. It can be broken down into upstream and
downstream emissions. Upstream emissions are emissions that occur in the supply
chain while downstream emissions are emissions which occur because of using the
organization’s products or services. Examples include financed emissions (which are
emissions from investment portfolios), insurance-associated emissions (which are
emissions associated with (re)insurance underwriting portfolios), employee commuting
and business travel.

10




The Hong Kong Federation of Insurers: Consultancy Study on Green Insurance .:(Fl

While some scope 3 emissions such as business travel are common to both life and non-
life insurers, other scope 3 emissions may be unique or more significantly attributed to
either life or non-life insurers. This is due to the difference in the business models and the
nature of the risks insured by life and non-life insurers.

For example: with life insurers, financed emissions may generally be more substantial
since life insurers are significant and long-term investors. Meanwhile, with non-life
insurers, emissions associated with insurance provided to non-life sectors typically
associated with high emissions such as property, motor insurance and marine may be
more significant.

11
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Insurance Industry Climate Charter (Chinese version):

A. fEfr
Al H7%& :

- BER 2016 FMATHEARRIEZLERN (ERBE) -
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C2 BMWEBEZZEFI 2050 FRERKMWREHASPEIRREREIIKPM - FHFFEH
MR EST MRS R DR MisEAS P _ACiBIN -

D. EEEE, ERMER

D1 MG ERMIERIERAIEESETMATSERE - RMFEBUBERBEALZE
HwEEE  DUGeMERENNEMBALE/En TAZCEMmERREAE AT -
REREFBAMFLHIFERE -

D2 FM&2[E HKCAP 7 2050 FRIBRRKPMEENRMERE - HPABHEEFSF - BHOHE
ERMTERER FEENESRKPNECENE ZHBERNEN - BT7BRE—BEZ.
BEABEETHEPMABRNUEEERSFEIRIKPMAVEESR

EMELH

El EMEEALS - EERBMEMETZHNESE BNHEBEF XHEEEEN
HIE ~ RMEFNEH ESGRHFE L - BEREESHMNTE -

E2 Mt #EIF CASG NEEHoFESR I  HemEEWE  AEBUTHES - 27
BOENBMRSE  ETENERLRESSREIIENT MY -

F. &%

F1 ZMARER (ERBE) N (FERETHEER) - ERLRKRBERSIERKZM 2030 F
WHEEIL B RR YIS TEIEE - BEIR 2050 FEZ - HMSEIES it i%EE RN
P ZSRIERMWTEME—DETE - SfFHE 1 - $E 2 MBE 3 f9ER - HME
ERSRIENERELENMEARMEE 1 MBE 2 FRHHEIE B EMILSTEIEE
WHEIRERAMEHE 3 WA BEND TS -

F2 #ERE F1 #mERE  RMAREMERS —REANENEREE - ZRSIEERE
- BHBARETFEERRE
- BafhrURBHER BRI KESE 2050 FHRNERBER
- ESHIERENTE - ARUUKETERINNE—DTE
BARBHNEEEHE  RABREESS CASC UHEZERBERENRIZE@NE -

*HKCAP BERE/VBRE - BRAEEY (TERERER ) MBI - BB S RILEE SRS 66%
18%#01 7% -

> https://www.hkma.gov.hk/eng/key-functions/international-financial-centre/green-and-sustainable-
finance/centre-for-green-and-sustainable-finance/

CBENOEESMBENESE VAR IR 2 BESESMER AN HEFAMEOBHERRK, 2020 F 12 A
17H -

AL f&x?ﬁ’]ﬁﬁﬁi’&jﬁ%’ﬁ%’]{{% HWMEPL TBENRE RERETRES  BUE_OHBRERE  FTE
R CASG WOl RHERBRERBETETERE - (FAEEFLAINEESEEARRERNRE - BRUNZRSRE
IREATRENENREEK -

D
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MAlPHNERRABEREELNESZENRE  ANEIJEFTETER -
NEXBNTRE

[EBMARTANERZLRE - FEHZBUMBREAHR, BT LIRTEBBHXHR
EREL -]
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RIS

ESG #i=
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