Via email: rule-comments@sec.gov

June 17, 2022

Vanessa A. Countryman

Secretary

Securities and Exchange Commission
100 F Street NE

Washington, DC 20549-1090

Re: The Enhancement and Standardization of Climate-Related Disclosures for Investors
File No. S7-10-22

Dear Ms. Countryman,

Thank you for this opportunity to comment on the rulemaking on climate risk disclosures for issuers of public
securities.

The Woodwell Climate Research Center ("Woodwell") is a scientific research organization that works with a
worldwide network of partners to understand and combat climate change. We bring together hands-on research
experience, and 37 years of policy impact to find societal-scale solutions that can be put into immediate action by
policymakers and decision makers. Scientists from Woodwell work in more than 20 countries on six continents,
collaborating with a wide range of partners, including national, subnational and local governments, nonprofit
organizations, universities, and private sector companies in the investment, financial, banking, and agricultural
sectors. Woodwell's Risk Program models climate change hazards and related socioeconomic impacts to help
develop a more resilient economy and society.

Woodwell commends the SEC for addressing the full scope of climate risk — including transition risks as well as
Scopes 1, 2, and 3 emissions. Woodwell’s research in this area, however, is primarily on physical climate risk and
our comments will focus specifically on that.

We believe that this draft rule represents a strong step in the right direction, toward greater investor awareness of
material risks posed by climate change driven hazards. There are several areas in which we believe the proposal
could be strengthened further.

A standardized approach for physical climate risk assessments

Woodwell supports the proposal to require registrants to include climate-related disclosures under
Regulations S-K and S-X, and to require the disclosure of physical climate risks, including “harm to
businesses and their assets arising from acute climate-related disasters such as wildfires, hurricanes,
tornadoes, floods, and heatwaves.”



The SEC notes that “various software tools and ... climate consulting firms are available to assist
registrants” in assessing their physical climate risk. The proposal lacks, however, standardized guidelines
for these assessments (e.g. require certain methodologies to be followed such as scenarios, types of
flooding, or which return periods to use). Without this structure, some of the above-mentioned climate-
consulting firms will provide results that registrants want to hear, instead of results that investors need to
make informed decisions. Indeed, in the current marketplace some climate-consulting firms have
overpromised potential clients detailed results that are beyond what climate models can realistically
provide.

Define flood hazard areas, but not with FEMA maps

To provide robust insight into the risk of climate change driven flooding, the SEC should require
registrants to define a flood hazard area. Without guidance on this question, there is a possibility that a
registrant uses a standard that underestimates climate change-driven flood risk.

The SEC should not, however, rely on FEMA defined flood maps. FEMA does not include future climate risk
so it does not make sense to use a FEMA standard that does not match the definition of climate-related
risk.

FEMA maps do not even fully capture the present flood risk. 75 percent of FEMA’s Flood Insurance Rate
Maps are more than 5 years old, and 11 percent have not been updated since the 1970s or 1980s. This

means that many current flood maps are based on a past climatology, not even the present one. FEMA

also does not model stormwater systems which is a huge omission of risk in urban spaces.

Additionally, flooding often occurs outside of flood hazard boundaries set by FEMA. During Hurricane
Harvey, which hit Houston in 2017, 75 percent of damaged residential buildings were outside of the 100-
year FEMA flood extent and 50 percent of damaged residential buildings were outside the 500-year FEMA
flood extent. During Hurricane Sandy in 2012 which hit New York City, 50 percent of the buildings
damaged were not in FEMA flood zones.

Disclosure of the maps and software tools that were used is also important. Each tool has its own benefits
and drawbacks and anybody relying upon the registrant's assessment of climate risk should be able to
take into account the tools that were used.

Require Address-Level Location Data
The SEC asks whether registrants should provide location data at the zip code level. We believe that for

effective physical climate risk assessment, address data should be provided for locations with a material
climate risk. This is especially true for climate change driven flood risk, where two addresses on the same



street might have different risk exposure. In that situation, zip code level data would be effectively
useless.

Proposed Time Horizons

In the interest of standardization and cross-comparability of risk assessments, time horizons must be

” u

consistent for all registrants. The topology of “short,” “medium,” and “long term,” with time horizons of 1
year, 10 years and 30 years respectively, is apposite. These horizons are well-aligned with scientific best
practices: seasonal to long-term weather forecasts are already routinely performed by state and federal
agencies and match the one-year horizon, the continued emergence of decadal scale climate model
simulations as a robust predictive tool matches the ten-year horizon, and the baseline definition of what
constitutes climate (time-averaged weather over 30 years) matches the 30-year horizon. Unambiguous
definitions are foundational here. A scenario where registrants from the same economic sector use
varying time horizons for “short term” would preclude an honest comparison and degrade investors’

ability to assess risk. This must be avoided.

In addition to risk horizons based on future time periods the SEC should require risk assessments relative
to warming levels. Climate policy is fundamentally linked to warming outcomes, the Paris Accord value of
2°Cis an example. Today we are already in a 1°C world with a 50 percent chance of breaching 1.5°C over
the next 5 years. The differences in climate risk profiles between these warming levels, and relative to
even higher warming levels that are highly plausible outcomes by mid-century, are significant. Quantifying
these temperature-indexed risk profiles will provide both registrants and investors with a robust
knowledge base for investment decisions. As scientific best practice routinely uses warming levels in
physical risk assessment, we recommend the SEC, in addition to applying a uniform set of “short,”
“medium,” and “long term” time horizons, mandate risk assessments for the current warming level and
the two next higher levels. As of today, this means using warming levels of 1°C, 1,5°C and 2°C.

We deeply appreciate the SEC’s leadership in pushing the issue of climate risk disclosure forward. If you have any
questions about our comments or would like any additional information, please contact me at the email or phone
number listed below.

Very truly yours,

David McGlinchey
Chief of External Affairs
Woodwell Climate Research Center





