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Dear Chairman Gensler,

Climate First Bank welcomes the U.S. Securities and Exchange Commission’s (SEC) proposal to require public companies
to disclose their climate-related financial risks, entitled “Enhancement and Standardization of Climate-Related
Disclosures for Investors.”! This is an important step forward by a major market regulator amid a backdrop of recent
global efforts—both voluntary and regulatory—seeking to establish strong, standardized norms and requirements
regarding the disclosure of climate risk. We applaud this move as a demonstration of U.S. leadership on this issue and
look forward to the passage of a strong final rule.

As a values-based community bank and member of the Partnership for Carbon Accounting Financials and the Net Zero
Banking Alliance, Climate First Bank supports mandatory climate risk disclosure as a necessary means to provide
investors, companies, and other market participants with the consistent, comparable, and decision-ready information
needed to assess climate-related risk.

The SEC is charged with a three-part mandate: to protect investors; maintain fair, orderly, and efficient markets; and
facilitate capital formation.? In accordance with this mandate, the SEC’s proposal will provide investors and other market
participants with clear, consistent, and comprehensive information, so they can make informed investment decisions as
markets navigate the complex financial impacts of climate change and the transition to a low-carbon future.

Financial risks posed by climate change have been well documented by numerous government studies, financial industry
experts, business leaders, and economists alike.? These financial risks are now indisputable and there is broad, multi-
stakeholder consensus on the need for increased disclosure as the necessary first step in equipping market participants
with the information required to navigate this new set of risks. These risks are not hypothetical — in fact financial
consequences of climate change are already manifesting in markets around the world.*

Recognizing these risks, a huge number of non-governmental, industry, and investor-led standards have emerged in
recent years, resulting in a broad array of voluntary climate-related disclosures across several industries and sectors. As
of 2021, over 2,600 organizations, including 60% of the world’s largest companies, have expressed their support for the
climate reporting framework adopted by the Task Force on Climate-Related Financial Disclosures (TCFD), which the SEC
rule is based on.> More than 2,000 companies reviewed by the SEC already choose to disclose some climate-related
information, including around 90% of companies in the S&P 500.° The U.N. Principles for Responsible Investment,
founded in 2005, now has more than 4,000 signatories including asset owners, investment managers, and service
providers that represent more than 100 trillion in assets under management.” Each signatory has committed to annually
disclose and report on their approach or guidelines on ESG investing. Further, more than 13,000 companies have
voluntarily disclosed climate-related information for investors through the Carbon Disclosure Project.® According to the
Value Reporting Foundation, nearly 1,300 companies now use the Sustainable Accounting Standards Board (SASB)
reporting framework including 608 companies on the S&P 1200.° Because of this global progress, climate-related
disclosures have become the norm across many industries and sectors around the world.

Although an impressive number of disclosures have been made as a result of the global landscape of voluntary
initiatives, Climate First Bank supports the codification of these disclosure norms through regulation. Establishing a
mandatory climate disclosure framework through regulation will offer uniformity, consistency, and reliability for



investors already seeking this information. It will also help level the playing field for all investors — a welcome change
that is responsive to investor concerns that information about climate risks is currently incomplete, unreliable, widely
variable, and expensive to obtain.!® Mandatory climate disclosures allow investors to compare the management of
climate-related risks between companies using comparable metrics. This will provide investors with a clearer picture of a
company’s short and long-term financial health as compared to its peers which will enable investors to make well-
informed and sound investment decisions.

Further, the SEC’s framework will help the U.S. align with counterparts around the world that are already working
towards mandatory disclosure frameworks, including New Zealand, the United Kingdom, and the European Union.!! This
is an important step in the development of codified, standardized reporting norms that will help ease compliance costs
and reporting burdens for companies subject to reporting rules in multiple jurisdictions. Finalizing a strong rule will also
ensure U.S. investors and companies are not left in the dark and exposed to unaccounted for risks as climate threats
accelerate and carbon-intensive markets become more volatile and unpredictable.

We encourage the SEC to finalize a rule that is consistent with and builds on the norms established by voluntary
initiatives to date. Specifically, the final rule should include a company’s description of its climate-related risk
management, strategy, and governance—including the role of management and board in this process. It should also
mandate the disclosure of the following: any climate-related targets, goals, and transition plans; internal carbon prices
and assumptions of future market and regulatory conditions; details related to climate-related physical risks (direct
threats to a company’s physical assets due to worsening wildfires, hurricanes, flooding, extreme heat etc.); details
related to transition risk (risks associated with a transition to a low-carbon economy); the disclosure of Scopes 1, 2, and
3 greenhouse gas emissions, including financed emissions, with varying Scope 3 requirements, timeline, and level of
assurance relative to a company’s size; the financial impact of climate change and transition activities on the company’s
consolidated financial statements; and climate-related capital expenditures.!?

Climate First Bank congratulates the SEC for its significant contribution and encourages the Commission to swiftly adopt
a strong final rule. Once finalized, companies, investors, and other market participants will finally have access to the

reliable, standardized, consistent, and actionable information that only a mandatory disclosure framework can provide.

Sincerely,

Ken LaRoe
Chairman and Founder

Please see the respective sources on the following page.
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