June 3, 2022
James P. Sheesley, Assistant Executive
550 17th Street NW
Washington, DC 20429.
Re: Principles for Climate-Related Financial Risk Management for Large Financial Institutions
Dear Executive Assistant Sheesley,
On behalf of the Center for Human Rights and Environment (CHRE),1 I would like to thank you and the
Federal Deposit Insurance Corporation (FDIC) for seeking public commentary to contribute to a high-level
framework for the safe and sound management of exposures to climate-related financial risks.2
There has never been a more important time to tackle this challenge. The latest climate science is warning
us that global temperature increases are likely to exceed 1.5°C (as compared to pre-industrial times) during
the 2030s, and 2°C by mid-century, unless we can rapidly reduce the emissions of greenhouse gases. This
imminent breach of global warming beyond 1.5°C is extremely dangerous because surpassing this guardrail
established by the Paris Agreement could lead to breaching irreversible climate tipping points, after which
we would not only face more intense and much more severe climate impacts, but even more tragically, we
would no longer be able to fix the climate crisis. Unfortunately, current global efforts to tackle climate
change put the world on track for about 3.2°C of warming by 2100.3 An urgent change of course on climate
must be our top priority, as every 1/10 of a degree of warming translates to intense increases of climate
impacts and to the deepened deterioration of our ecosystems.4
The FDIC draft Statement of Principles for Climate-Related Financial Risk Management for Large
Financial Institutions could be significantly strengthened by more adequately contextualizing climate risk
assessment and disclosure rules in terms of the short-term urgency of the climate crisis measuring risk
according to how effectively society is taking the necessary steps to avoid imminent climate catastrophe.
Climate risk assessment and related disclosure rules are currently mostly set in a long term scenario (mid
to late century) and they are generally carbon-centric, a framework that is proving insufficient to adequately
understand our immediate climate emergency. The benefits of decarbonization will not be reaped for
centuries to millennia, whereas irreversible climate tipping points are only a few decades or even a handful
of years away. Effectively reducing climate risk is only possible through achieving short-term aggressive
reductions of the most intense climate super pollutants, including methane, black carbon, HFCs, and
tropospheric ozone, which are tens, hundreds and even thousands of times more potent than CO2 in terms
of their climate-forcing impact, helping us cut the rate of global warming in half in the near term, giving
the world a fighting chance to avoid imminent climate collapse for present and for future generations.5
With this in mind, the following are four key messages we would like to convey to the FDIC:
1. The FDIC must incorporate a Fast Climate Mitigation approach to climate risk assessment
policy and disclosure rules. The climate emergency is deepening faster than previously thought.
Society must reduce the most polluting greenhouse gases between now and 20306 (and not 2100 or
2050 as previously thought) to avoid catastrophic climate impacts and surpassing irreversible
climate tipping points that will permanently destabilize global economies, augmenting financial
and operational uncertainties and disruptions.7 Climate risk assessment and related climate
disclosure rules must conform to this short-term urgency with a short term risk horizon (2030)
while concurrently evaluating whether the most effective and immediate emissions reductions
strategies available are being employed to rapidly slow global warming.

2. Evaluation of climate risk and disclosure rules must assess and steer the disclosure of
information to reveal to what degree climate strategies in place and related risk are evaluated
beyond decarbonization strategies and focus on the most aggressive pollutants in the short
term. Reducing carbon dioxide (CO2), while necessary over the long term (by mid to end of century
and beyond), is not sufficient to keep global warming to 1.5°C. Climate risk assessment and
disclosure rules must help us evaluate and predict to what extent society is promoting strategies
and actions that reduce the most aggressive climate pollutants (in addition to reducing CO2) such
as methane (CH4), black carbon, hydrofluorocarbons (HFCs) and tropospheric ozone (O3), which
have many times the climate-forcing impact as CO2 and can help avoid up to 0.6 °C of warming by
2050, greatly reducing financial risks related to climate.8 Targeting super pollutant reductions also
provides immediate local health benefits to the most climate-vulnerable communities.9
3. The FDIC should encourage financial institutions to themselves contribute to climate
solutions and not be part of the problem. The current draft Statement of Principles centers on
assessing the risk of financial investments that could be harmed by climate change but fails to
consider the significant impacts (and subsequently the increased risk) of financial investments
themselves on the climate. The FDIC should help steer financial institutions to be themselves part
of the solution to our climate emergency. While many companies make significant efforts to reduce
their GHG emissions and put aggressive climate policies into place (thereby reducing climate risk),
the financial institutions that hold their deposits may in fact be working at odds with the climate,
and through investments, be supporting industries that are the worst polluters (aggravating climate
risk).10 This needs to end and FDIC can help steer a more climate-sustainable pathway for the
financial sector.
4. The FDIC must incorporate an Environmental Justice dimension into its climate risk
assessment policy and disclosure rules. Climate change disproportionately impacts
disadvantaged communities.11 Without explicitly addressing environmental justice concerns in
climate risk assessment or in disclosure rules, responses to climate change could be impaired by,
and exacerbate, the lack of strategies to adequately address the climate emergency and persistent
environmental and climate injustices faced by the most climate vulnerable.12 Intergenerational
climate equity considerations must also be considered in assessing present risk as compared to
future generation risk of current policies and trends.13 Climate policy can and should work in
tandem with social equity policies and climate risk assessment and financial disclosures hence must
also be considered in the context of social or climate equity dimensions and risks. The current draft
rule is mostly lacking on environmental justice dimensions and could be greatly improved.
The FDIC has important leverage on many of our economy’s largest financial institutions – namely those
of a magnitude large enough to reduce global GHG emissions by considerable amounts on their own14 or
through their investments. The FDIC and the financial institutions that it regulates also have considerable
influence on global markets. The FDIC has the unique opportunity to help steer the financial sector in the
United States, and globally, towards adopting climate risk assessment tools and disclosure rules that can
help steer climate policies, management practices, monitoring, and reporting to truly make an important
contribution to an effective and decisive response to our escalating climate emergency and help keep us on
the 1.5°C of warming pathway that climate scientists are warning us we should not breach.
We applaud the FDIC’s effort to consider taking on this challenge and are at your service to help in any
way we can to guide this rule-setting process.
Respectfully,
Jorge Daniel Taillant15
Executive Director
Center for Human Rights and Environment

The science behind why faster action on climate is paramount and why super pollutants are the
leverage point for avoiding irreversible climate impacts.
Leading scientists—including those gathered through the Intergovernmental Panel on Climate Change
(IPCC)—have concluded in their latest reports that we are losing the race to stop climate change. The world
is heating up too fast and it will soon surpass irreversible climate tipping points, beyond which there will
be no solutions left to stop global warming and its most devastating impacts. The Paris Agreement had set
a limit to global warming levels, 1.5°C (2.7°F) of warming as compared to pre-industrial levels.16 We’ve
already warmed the planet by 1.2°C leaving only 0.3°C left before we simply get too hot to handle.
In their efforts to stop and revert climate change, governments and the private sector are mostly centered
on developing a pathway toward decarbonization with a target date of 2050-2100 to stabilize the climate.
While we once believed this was a viable strategy, at our current rates of warming, the IPCC has indicated
that these targets will no longer be sufficient. Forecasts have been revised, and the science now demands
that certain time horizons be amended to 2030 – warning us that time is running out for climate solutions
to be put in place. The key take home message is that cutting carbon dioxide emissions alone does not help
us meet our 1.5°C of warming containment target. Fortunately, a solution is available.
In addition to decarbonizing (reducing CO2 emissions) we must cut even more polluting greenhouse gas
emissions by 2030 or it will be too late, as stated by the 2022 IPCC report.17 IPCC Working Group III cochair Jim Skea in a statement said, “it’s now or never, if we want to limit global warming to 1.5°C (2.7°F)”.18
Because CO2 is a pollutant that remains in the atmosphere for a very long time – up to hundreds or thousands
of years – even if we were to cease all CO2 emissions today, there would only be marginal benefits for the
atmosphere by 2050, or 2100. We would certainly not cool the Earth before surpassing 1.5°C. To reach the
looming short-term (2030) climate cooling targets, reducing super polluting greenhouse gases called shortlived climate pollutants (SLCPs) should be of primary concern. Methane (CH4) is one of the most important
super pollutants to focus on in the short term. With 86 times more potency as a climate polluter than CO2,
methane provides exponential benefits to the climate if emissions are reduced quickly. The great thing about
reducing methane is that we know where it is and how to reduce it quickly and cost-effectively. About half
of the world’s methane emissions are from anthropogenic causes–landfills, wastewater, agriculture, and in
the oil and gas sector. Methane is the key target for bending the warming curve in the next 10 or 20 years
while we make a more long-term effort to transition to a low- or zero-carbon economy.19 20 21 22
The landmark Global Methane Assessment demonstrates that reducing methane emissions by 45% by 2030
will avoid almost 0.3 degrees Celsius of warming globally and 0.5 degrees Celsius of warming in the
vulnerable Arctic by the 2040s23. Indeed, one message has been made clear by the United Nations
Environment Programme and the Climate and Clean Air Coalition’s Global Methane Assessment, and the
IPCC’s Sixth Assessment reports: cut methane now or doom the planet. According to the recent IPCC
reports, every added increment of climate pollution causes further irreversible harm. Record-shattering
heatwaves and floods will become more and more frequent unless we slow the rate of warming as quickly
as possible. We’re seeing self-reinforcing feedbacks start to accelerate warming and learning that we’re
closer to crossing climate tipping points than previously thought.24 25
Feedback loops and irreversible tipping points are what happens when, for example, melting glaciers or sea
ice rapidly disappear. Arctic Sea ice, for instance, acts as a “white shield” reflecting incoming solar
radiation back into space, cooling the planet.26 When this ice melts, it reveals darker earth or the darker blue
ocean underneath which then absorbs more heat than the ice’s prior white surface which was reflecting heat
back into space. As melting of this ice increases, progressively darker surfaces become exposed, causing a
self-reinforcing cycle in which sea ice coverage decreases at an increasing rate causing global warming
increases at an increasing rate.27 This is an example of what we call a feedback loop.28 29 30 Tipping points,

meanwhile, are climate thresholds that if breeched, could not be repaired, at least in reasonable humanrelevant time periods. Glaciers, for instance, can take tens, hundreds or even thousands of years to be
regenerated. In this way, melting glaciers, particularly large ones, would be an “irreversible” climate tipping
point.31 32
Methane is just one super pollutant, however. Other very intense climate pollutants include black carbon, a
highly potent climate-warming aerosol that remains in the atmosphere for only a few days to weeks. It is a
significant climate pollutant that absorbs solar radiation and emits heat. When deposited on glaciers because
of a forest fire emitting soot into the air streams, or because of emissions from dirty combustion in engines
or in home heating and cooking, soot accelerates ice melt by darkening glacier surfaces. Black carbon (or
soot) also harms plants; and affects the microphysical properties of clouds by perturbing precipitation
patterns. It also is very harmful to human health – contributing to respiratory problems, low birth rates,
heart attacks, and lung cancer. Overall, on a 20-year time scale, black carbon holds a global warming
potential greater than 3200 times that of carbon dioxide.
Hydrofluorocarbons (HFCs), meanwhile, are factory-made chemicals used in refrigeration and insulation
foams that have a warming effect thousands of times more potent than carbon dioxide. As the emissions of
HFCs grow by 10-15% per year, they have become a massive concern for global warming. Tropospheric
ozone, is another short-lived climate pollutant. It is the main component of smog and is a major air and
climate pollutant. It is similarly harmful for both warming and human health, making it the third most
important gas behind carbon dioxide and methane.33
As mentioned in the Principles on Governance section, the board must have an adequate understanding of
how to assess the potential impact of climate-related risks from a climate science perspective – rather than
solely a financial-risk perspective – to address and oversee these risks within the institution’s strategy and
risk appetite, including an understanding of the potential ways in which these risks could evolve over
various time horizons and scenarios. Question (7) is relevant here, because being informed by SLCPs will
help financial institutions both better avoid and adapt to climate-risks in the short-term34.

The context for FDIC engagement on Fast Climate Mitigation and Super Pollutant Strategies
The FDIC does not stand alone in its effort to advance key climate policies that can greatly curb global
warming. In an all-of-government approach to tackling climate change, the United States, along with key
global partners recently worked swiftly and collaboratively at the 2021 Climate Summit in Glasgow, to
highlight the importance of tackling climate change more aggressively to reach GHG emissions reductions
targets, earlier, by 2030. Climate change is a rapidly moving agenda and must be reflected in rapid actions
by all government agencies in a position to leverage change and effectively tackle the climate emergency
before we breech irreversible climate tipping points. The FDIC’s leadership is key to guide the financial
sector to adapt to new climate-related challenges.35 The FDIC’s role in steering the financial sector in this
direction cannot be over-stressed.
Climate change is increasingly impacting business worldwide with trillions of dollars of financial impacts.36
Climate change, deforestation, and water scarcity are likely to put $1.26 trillion of suppliers’ revenue at
risk over the next five years.37 Indeed, the Paris Agreement demonstrated that reaching 2030 targets are key
to facing the least impacts to global GDP – 4% losses are projected for 1.5°C while 11% losses are projected
for 2°C.38 Super pollutant emissions and mitigation plans are material information for understanding a
registrant’s financial position, making then directly tied to climate-related risks and adaptation costs.39 40

The Task Force on Climate-Related Financial Disclosures (TCFD), charged with promoting betterinformed decisions related to investment, credit, and insurance had made significant inroads to promoting
climate disclosures. The TCFD framework has become reliable for climate-related financial reporting and
has garnered a total market capitalization of 25$ trillion in support for the TCFD.41 The inevitable effects
that climate impacts have on public companies’ ability to be insured is increasing, and it is necessary that
investors are able to access disclosers on their investments likeliness to be affected by impacts like flooding
on coastal properties. For example, some insurance companies have withdrawn from wildfire-prone areas
or are retreating from climate-vulnerable regions like California42 and Florida.43
The Securities Exchange Commission has also shown resolve in advancing more effective corporate climate
policies in its Proposed Rules to Enhance and Standardize Climate-Related Disclosure to Investors.44
Nationally, Congress and the federal government have taken action to curb super pollutant emissions, and
companies must proactively prepare for this shifting legal and regulatory environment. In December 2020,
Congress passed the American Innovation and Manufacturing (AIM) Act, which phases down HFCs in the
United States.45 The Senate has passed, and the House of Representatives is expected to pass, a resolution
to reinstate methane-control regulations for the oil and gas sector.46 Pursuant to President Biden’s Executive
Order 13,990, every executive agency has been directed to review existing regulations and develop
regulations that combat the climate crisis.47 Additionally, in April 2021, EPA proposed regulations to
implement the AIM Act.48 EPA also announced stakeholder meetings in anticipation of a new regulation
for methane emissions from new oil and gas sources,49 and the Office of Management and Budget requested
comments on the social costs of carbon, methane, and nitrous oxide.50
Internationally, the federal government has established stringent 2030 GHG reduction targets that include
targets for reducing super pollutants. Under the Paris Climate Agreement, the US committed to reducing
GHG (including SLCP) emissions by 50–52% below 2005 levels in 2030.51 In announcing this
commitment, the White House emphasized the importance of reducing super pollutants to keep 1.5°C
within reach.52 The US also committed to enhanced actions to reduce black carbon emissions.53
Additionally, together with energy ministries from Canada, Norway, Qatar, and Saudi Arabia, the US
established the Net-Zero Producers Forum that will advance methane abatement, among other net-zero
strategies for the oil and gas sector.54
Meeting these international commitments will require action across sectors, and companies must quickly
adapt themselves to the challenges – including costs, risks, and required disclosures – that arise amid this
evolving crisis. As mentioned in the Principle on Governance section, responsibility and accountability
may be integrated within existing organizational structures or by establishing new structures for climaterelated financial risks and should be informed by the emerging climate science, rather than from a purely
financial standpoint.55 Through the promotion of fast mitigation and short-lived pollutant climate-related
disclosures, the FDIC can help reduce climate risk and help investors and other stakeholders better
understand how registrants are getting ahead of or responding to the changes in the legal and regulatory
environment.
Including Environmental Justice Framework
There is increasing evidence in media and in academics of policy decisions that have been taken over many
decades to intentionally concentrate environmental pollution in minority and disadvantaged communities,
in practices known as redlining.56 Environmental discrimination of this sort has resulted in increased climate
vulnerability of minority and other disadvantaged communities, due to, for example, the lack of adequate
infrastructure to promote cooling on very hot days (such as urban tree canopy or energy efficient buildings),

or poor air quality due to proximity to polluting industries or polluting transit routes which concentrate
particulate matter, just to name a few.
Environmental justice dimensions of climate policy are gaining ground and policy responses to climate
change received increased investment budgets from state authorities. In parallel, corporations, including
financial institutions that have been complicit in redlining practices (and the sector as a whole more
broadly), must assume past responsibility for contributing to these inequities, but are in a particularly
important position to evaluate how their current emissions affect the most climate vulnerable communities
as well as how their current climate policies can not only contribute to tackle climate change, but also help
revert past inequities of climate burdens.
Given that budgets are mostly constrained, and financing for both tackling climate change as well as
addressing past environmental injustice are not limitless. Financial institutions can help promote policy,
disclosure, and actions that do both. The SEC, for example, is considering in the draft rules, the issue of zip
codes in terms of identifying climate risk areas for a reporting entity. Conversely, zip codes can also be
important indicators of climate vulnerability, linking a reporter’s area of operations with climate
vulnerability for stakeholders. Question (1) of the FDIC statement asks for additional factors, including
location, to inform financial institutions adoption of these principles. It is our belief that financial
institutions that are located in both climate hotspots and around disproportionately vulnerable regions
should take extra precautions to integrate climate mitigation and resilience strategies. Knowing where a
corporations GHG emissions are released and the associated vulnerability of impacted communities, would
allow risks to be weighted to distinguish which communities tend are exposed to the most waste facilities,
emissions, and environmental degradation of the reporter.
Question (5) can be addressed by technologies like CalEnviroScreen map,57 58 which is a database that
outlines the characteristics – including mean income and minority concentration – of specific communities.
This could be used to better understand the climate vulnerability and financial risks of affected
communities. Users can easily determine whether emissions disproportionately target certain zip codes. In
essence, protecting the wellbeing and interests is a question of ethics, and there are a growing number of
investors who want to contribute to social, economic, and environmental conscious considerations.
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