EUROPEAN VINSURANCE
AND OCCUPATIONAL PENSIONS AUTHORITY

EIOPA REGULAR USE

EIOPA Roundtable on Sustainable Finance
Date: 20 June 2018
Timeline: 10:00 - 16:00h CET
Venue: EIOPA, Westhafenplatz 1, 60327 Frankfurt am Main

Meeting Room: 28'" Floor /01 — DRAFT agenda. Speakers to lead each
session in the process of being confirmed

10:00 | Welcome & introductory remarks by Gabriel Bernardino, Chair of
EIOPA :

Q&A and discussion with audience

10:30 ! Sustainable finance in business models: How is sustainable finance
integrated in insurers and pension funds business models?

Q&A and discussion with audience

13:00 | Sustainable finance plans: Priorities and expectations in the light of
the European Commission’s Action Plan

Q&A and discussion with audience

14:30 | EIOPA’s strategy and next steps: How to Integrate sustainable ﬁnahce
principles in the insurance and occupational pensions sectors

Q&A and discussion with audience
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EIOPA Roundtable on Sustainable Finance
| Date: 20 June i018 .
Timeline: 10:00 - 16:00h CET
Venue: EIOPA, Westhafenplatz 1, 60327 Frankfurt am Main

Meeting Room: 28 Floor/01 -~ DRAFT agenda

10:00 | Welcome & ihtruductory remarks
Gabriel Bernardino, Chairman, EICPA
followed by audience Q8&A

10:30 | Sustainable finance in business models: How Is sustalnable finance
integrated in insurers and pension funds business models

B Vienna Insurance Group

APG setanagement
followed by audience Q&A

13:00 | Sustainable finance plans: Priorities and expectations in the light of
the European Commission’s Action Plan

g European Commission

Responses:

| er Finance

_ | ' EEREFAMA and
EIOPA OPSG member
followed by audience Q&A




14:30 | EIOPA’s strategy and next steps: How to Integrate sustainable finance
' principles in the insurance and occupational pensions sectors

Aviva and
EIOPA IRSG member

Response by GG =10

Q8A and discussion with audience
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Subject: SAVE THE DATE: Roundtable on Sustainable Finance -
15 May 2018 ~ Frankfurt am Main

Dear Stakeholders,

The European Insurance and Occupational Pensions Authority (EIOPA) is pleased
to announce the launching of the first Roundtable on Sustainable Finance which
will take place on Tuesday, 15 May 2018 at EIOPA’s premises.

¥ {"i'g
Here you can add a brief description of the topic Ao &‘ﬁ“éf“” %/f B

Invitations including the programme and the online registration details will be
circulated in due course. Attendance to this event is by invitation only.

In the meantime, should you have any questions, do not hesitate to contact us at

training&events@eiopa.europa.eu.
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Sustainable finance roundtable: issues for speakers to address

1.

10.

11.

Sustainable finance in business models: How is sustainable finance integrated
in insurers and pension funds business models

What are the reasons you include sustainability in your business plan? Which aspects of
sustainability justify including it (or not)?

What evidence or assumptlons do you make about the preferences of pohcyholders/pensaon
scheme members?

Insurers: are you confident about being able to continue to underwrite expected
environmental risks?

Sustainable finance plans: Priorities and expectations in the light of the
European Commission’s Action Plan

Do you support the sequencing proposed by the Commission of focussing on climate thange
first?

Even if the components of sustainability (enviranmental, social, governance) are connected,
do you agree it makes sense to start with the first step of climate change?

Fiduciary duty: is it right to Impose requirements on integrating ESG factors into investment
and decision-making processes?

Advice: is requiring ESG factors to be included in the suitability test when providing advice

necessary? Or can policyholder/pension scheme members express ESG preferences without
this being included in legislation?

EIOPA’s strategy and next steps: How to integrate sustainable finance
principles in the insurance and occupational pensions sectors

Are market-based valuations the friend or foe of sustainable finance?

Would a green supporting factor for sustainable investments be prudent?

Should a priority be to consider risks in terms of “what if’ scenarios and stresses. Should
EIOPA work with modellers and others to develop the scenarios and stresses?

Is the supervision of the management and mitigation of climate change risk the area where
EIOPA can best add value to sustainable finance?
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Catherine Coucke

From: Stakeholder Groups
Sent: 18 May 2018 15:04
To: Alexandre Caget; Alexandru Ciuncan; amund. iunde@opf no; Beno:t Hqgomn, DanaeL

Eriksson NN ; Desislav Danov; Greg Van Elsen; Hugh Francis;
loannis Papanikolaou; Jean Berthon; Jimmy Johnsson; Juan-Ramén Pl&; Karel Van

Hulle; Loriana Pelizzon; Matgorzata Wiecko-Tufowiecka; Marc Michallet; Maria
Aranzazu Del Valle; Marie Gemma Dequae; Olav Jones; Richard Watson; Rickard
Ydrends; Roger Laeven; Stakeholder Groups; Stefan Materne; Teresa Fritz; Thomas
Keller; Tany O'Riordan

Cc training&events;

Subject: To IRSG: Invitation to Roundtable on Sustainable Finance - 20 june - Registration
DL 25 May 2018 .

Attachments: EIOPA Roundtable Sustainable Finance_Agenda.pdf

Dear Members of the IRSG,

We are pleased to announce that the registration for the Roundtable on Sustainable Finance is now
open.

Venue
EIOPA premises, Westhafen Tower, 28" floor
Westhafenplatz 1, 60327 Frankfurt am Main

Time schedule
20 June 2018: 10:00-16:00 CEST

Agenda
A programme is attached.

If you plan to attend the meeting, please register using the following link by Friday, 25 May 2018:
hitps://ec.europa.eu/eusurvey/runner/RoundtableSustainableFinance

Please note that after that date EIOPA will reallocate the seat to others wishing to attend. Please also

note that EIOPA unfortunately is not in a position to reimburse any cost related to your particmation to
the roundtable.

Hotel

EIOPA 2018 handbook with hotel information can be found HERE. Please book your accommodation
directly with a hotel.

Please note that as from 1 January 2018 a 2 EUR city tax has been introduced for visitors but it is not
applicable for business travelers and therefore shall not be applied to your booking.

On the day of the meeting please go up to the 28 floor to register. A valid identity document
(passport or ID card with picture) is needed for registration purposes, Please be aware that for
logistical reasons, we would like to ask you to observe the starting times of the meetings, as we
only have a small waiting area at the reception. For data protection reasons no documents should
be left in the meeting rooms after the meeting has ended, a confidential waste container is
available on the 28% floor for this purpose.

Should you have any guestions feel free to contact us at training&events@eiopa.europa.eu.

Kind regards,

Institutional Relations, Strategy & Implementation



EIOPA
Westhafen Tower
Westhafenplatz 1-
60327 Frankfurt am Main
Germany
‘Tel.: +49-69-951119-714
eiopa.europa.eu

https://eiopa.europa.eu
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Catherine Coucke

From: Stakeholder Groups

Sent: 18 May 2018 15:06 '

To: Alexandru Ciuncan; Alf Alviniussen; Bermard Delbecque; Charlotta Caﬂbe[gr,gjau% 3
Menne; Damien Lagaude; Falco Valkenburg; Fieke van der. Lecq, Francesco Briganti;
Guillaume Prache; Jan Sebo; Janwillern Bouma; John Q'Quigley; Kevin O' Boyle Laure
Delahousse; Lukasz Budzynski; Marianne Moscoso-Osterkorn; Matti Leppéla;
michael.reinerdiggliijagiyiy Michaela Koller; Paul Brice; Paul Cox; Paul Kelly; Philip
Neyt; Raimand Maurer; Senka FekeZa Klemen; Sonia Maffei; Stakeholder Groups;

: Stefan Nellshen; Tomas Bemn; Zdenék Hustak

Cc: . SRR training&events

Subject: To OPSG: Invitation to Roundtable on Sustainable Finance - 20 June - Registration
DL 25 May 2018

Attachments: EIOPA Roundtable Sustainable Finance_Agenda.pdf

Dear Members of the OPSG,

We are pleased to announce that the registration for the Roundtable on Sustainable Finance is now
open.

Venue
EIOPA premises, Westhafen Tower, 28 floor
Westhafenplatz 1, 60327 Frankfurt am Main

Time schedule
20 June 2018: 10:00-16:00 CEST

Agenda

A programme is attached.

If you plan to attend the meeting, please register using the following link by Friday, 25 May 2018:
ropa.su runner/RoundtableSustainableFinance

Please note that after that date EIOPA will reallocate the seat to others wishing to attend. Please also
note that EIOPA unfortunately is not in a position to reimburse any cost related to your participation to
the roundtable.

Hotel

EIOPA 2018 handbook with hotel Informatlon can be found HERE. Please book your accommodation
directly with a hotel.

Please note that as from 1 January 2018 a 2 EUR city tax has been introduced for visitors but it is not
applicable for business travelers and therefore shall not be applied to your booking.

On the day of the meeting please go up to the 28 floor to register. A valid identlty document
(passport or ID card with picture) is needed for registration purposes. Please be aware that for
logistical reasons, we would like to ask you to observe the starting times of the meetings, as we
only have a small waiting area at the reception. For data protection reasons no documents should
be left in the meeting rooms after the meeting has ended, a confidential waste container is
available on the 28% floor for this purpose.

Should you have any questions feel free to contact us at training&events@ejopa.europa.euy.
JKind regards,

!ns!:!utlo'na’l Relations, Strategy & Implementation



EIOPA
Westhafen Tower
Westhafenplatz 1
60327 Frankfurt am Main
“Germany
Tel.: +49-69-951119-714
§deiopa.europa.eil

https://eiopa.europa.eu
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Sustainable finance roundtable
Gabriel’s intervention '

Why is

Let me welcome all of you to this roundtable. | am pleased to see many represenfatives
from the industry, but alse international organisations_, éssqciations and civil society [n
introducing it | would like to talk about three areas

o Why is EIOPA holding this roundtable?

© Whatare the opportumt:es and challenges of sustalnable fi nance? :

o What will be EIOPA’s approach?

EIOPA holding this roundtable?

Let me be clear: EIOPA is prioritising sustainable finance because we are a supervisory
authority not despite it. We see a clear affinity between prudéntial supervision — which is
concerned with financial sustainability = and other forms of sustainability. In the end,
financial sustainability and sustainability more widely are two sides of the same coin.

" Moreover, of all the parts of the financial sector, insurance and pensions have the longest

time horizons and herice the greatest stake in sustainability. The sectors which we supervise
give usa special incentive to care about sustainable finance:

We are holding this roundtable because of the importance of receiving stakehcider input.
Increasing the sustainability of finance is principally about recrienting flows of private
capital. Supervision certainly has its part'to play but we recognise that we are one actor
among many.

Let me also be clear that we recéignise that there has already been significant action by
instirers and pension funds in the aréa of sustainable finance; indeéd we look forward to
hearing about some of these today.

This is also the right time ta be holding the roundtable. Internationally some countries,
notably China, are engaging in activities such as developing a taxonomy. In Europe,
developments are currently relatively fluid; this is a good moment to further develop
sustainable finance in the areas of insurance and pensjons.

Opportunities and chalienges

Sustainable finance raises a number of opportunities - and let's be honest— challenges for
undertakings and supervisors 4

The first item we are considering today is the mtegration of sustainable finance in the
business models of insurers and pension funds. Sustainabie finance forces financial
institutions to consider their responsibility and their impact on their surrounding
environment including citizens and saciety as a whole. it becomes the duty of private
financial institutions to contribute to the organisation and well-being of the environment in
which they operate. The concept of asset owners as long term stewards is relevant here.
From the supervisory perspective it is important to émphasjse that supervision can only be

part of the solution. Wider economic and fiscal policy needs to play a role. On the other

hand EIOPA does not intend that “the best be the enemy of the good": We cannot wait until
for example a credible framework for carbon pricing is decided or indeed for anall-
encompassing definition of sustainable finance. But nor should supervision be used as an

.inferior substitute for other measures.

Let me now specify three areas where sustainable finance may- have particular impact on the
nature of supervision



Firstly, that much of supervision requires precision. While there is sometimes a preference
for requirements to be at the leve! of principle, in many other cases those being supervised
want clarity about what is needed to comply. Sustainable finance illustrates this well. In the
absence of a high degree of clarity, many approaches to risk management and investment
can be described as sustainable while diffeﬁh_g in theif impact. That is why we welépme the
emphasis placed by the Commission on deveioping a taxonomy, as a means of developing a
shared understanding of key concepts.

Secondly, that when assessing risk, past evidence is the best place to start. It needs to be
acknowledged however that in considering climate change in particular that the risks will
crystallise at an unknown point in the future, and that the pasf is not the most reliable guide
to the future. In this context of uncertainty there is a key role for considering risks in terms
of “what i’ scenarios and stresses, starting with more qualitative scenario planning.

Thirdly, that sustainable finance requires an approach across the spectrum of regulation.
From the perspective of the balance sheet, sustainability will impact on both the Ii'abi!ity and
asset sides. Particularly for insurers, ensuring that for example catastrophe risk is correctly
priced and that models of catastrophe risk take long term climate trends appropriately into
account, becomes an issue of wider significance. If there were the inability to insure climate
risks —that is to say, if the so-called “protection gap” were to grow - that would likewise
have wider implications: for banks, for governments, and ultimately for society as a whole.
On the asset side, insurers and pension funds are owners of a significant portion of the wider
economy and their approach to sustainability of their investments is therefore of high
importance.

Moreover, from the supervisory perspective, interventions on sustainable finance will be
across all the three pillars: quantitative; risk management; and reporting and disclosure. In
particular, | would encourage stakeholders not to put unwarranted emphasis on capital
requirements compared with the other pillars.

EIOPA’s approach

The third area of discussion today will be on EIOPA’s strategy and néxt steps. Sustainable
finance will certainly require changes in behaviour from supervisors. Moreover, the steps
already taken by the Commission in implementing its Action Plan demands significant
engagement by EIOPA. | need to emphasise though that | would expect certain principles of
good supervision to apply in the area of sustainable finance as much as any other area.
Firstly, that the protection of policyholders and pension scheme members will remain
paramount. We see no trade off bétween priidential soundness and proper conduct of
business on the one hand; and sustainable finance on the other.

Secondly, that EIOPA should continue to base its approach on evidence. This is relevant in an
area such as assessing the preference of members for sustainable products. Itis also
important in assessing the risk and hence capital requirements for sustainable investments.
Thirdly, and related to the use of evidence, is thé need for good data, and for there to be
transparency in the use of that data. As we begin to consider “what if* outcomes, both clear
terminology via the taxonomy and data at a sufficient level of granularity are necessary.
Fourthly, that EIOPA should take a forward !ooking approach. As we said recentlv inour
boaoklet A Common Supervisory Culture, “Supervision assesses not onily the current risks but
also'those that could potentially arise in the future; including emerging risks. While an
understanding of the past helps in some cases, the understanding of the current and future
market is more important. It is essential that supérvisors focus on what can go wrong?’
rather than only on ‘what went wrong?'.”



» Finally, market consistency. Market consistency is a bit like Winston Churchill’s description
of demacracy: “The worst form of government, except for all the others”. The market-
consistent valuation of assets and liabilities under Solvency Il is forward-looking and | am
therefore convinced that it is well suited to reflect the long term nature of sustainable
finance. Unlike other approaches it provides a realistic, objective and comparable basis for
the supervisory assessment. | should say that we would need to be convinced that, in the
context of sustainable finance, the “true “value of assets is materially different from the
market value or that the existing mechanisms for dealing with balance sheet volatility are
systematically defective. in summary, | believe it is entirely coherent to believe in
sustainable finance and In market consistency.

Conclusion

* Toconclude, it is impossible to overstate the importance of sustainable finance. Europe
should contribute fully to defining standards. This s the right time for EIOPA to be
intensifying its approach.

s We have an excellent agenda today: )

o Sustainable finance in business models: How is sustainable finance integrated in
insurers and pension funds business models

o Sustainable finance plans: Priorities and expectations in the light of the European
Commission’s Action Plan

o EIOPA's strategy and next steps: How to integrate sustainable finance principles in
the insurance and occupational pensions sectors

¢ | really encourage all of you to participate, and hope for lively discussions. This will definitely
help to come to concrete conclusions and will pave the way for the next steps,

* | wish you every success with the event today.
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EIOPA roundtable on sustainable finance

Summary from the roundtable organised by EIOPA on 20 lune 2018
Why EIOPA organised a round fable on sustainable finance

On 20 June 2018 EIOPA organised a round table on sustainable ﬁnance. Those attending included
members of EIOPA’s Stakeholder Groups, representatives of national stipervisory authorities, a
representative of the European Commission, consumer representatives, representatives of the
insurance and pensions industries, representatives of the asset management industry, and
representatives of civil society.

In his welcoming remarks the Chair of EIOPA, Gabriel Bernardino, set out reasons why EIOPA was
holding this roundtable.

Firstly, that EIOPA saw a clear affinity between prudential supervision - which is concerned with
financial sustainability — and other forms of sustainability. in the end, financial sustainability and
sustainability more widely are two sides of the same coin. Sustainable finance was not just a nice to
have.

Secondly, that of all the parts of the financial sector, insurance and pensions have the longest time
horizons and hence the greatest stake in sus_taipability.

Thirdly, that this was a good time at which to receive stakeholder 'in_put,_'as approaches to
sustainable finance are being developed. It was also recognised however that there has already been
significant action by insurers and pension funds in the area of sustainable finance and this
experience also provided important learning.

Fourthiy, that a number of key players, including the European Commission, are engaging in
activities such as development of a taxonomy. This makes ita good time for EIOPA to enhance its
engagement on sustainable finance.

Session 1: Sustainable finance in business models: How is sustainable finance mtegrated
insurers and pension funds busiriess modeis '

The roundtable heard from representatives of an insurer and a pension fund. Below are the main
paints raised during the discussion.

That some insurers and pension funds had been carrying out activity for many years, for example
investment in social housing, which would now be described as sustainable.

There appeared to be diverse attitudes to sustainability issues in different countries within Europe,
for example in the extent to which sustainable finance was priortised by supervisors.

On whether there was a trade off between sustainable assets and return on investments there were
also different perceptions about whether this was an issue for institutional investors.

There was sometimes a lack of clarity about responsiblity for sustainablity issues in the chain starting
with the consumer via the asset manager to the institutional investor, From the perspective of the
institutional investor, engagement with asset managers was needed.

The excluision of investments in certain sorts of business, for example coal, should be regarded as a
spectrum rather than a binary chaice beween inclusion and exclusion. The distinctions beween
different types of business were often quite subtle.



Sessnon 2: Sustainable finance plans: Priorities and expectat;ons in the light of the European
Commission’s Action Plan

The roundtable heard from a representative of the European Commission, and then from a
consumer representative and a representative of the asset management Industry. Below are the
main points raised during the discussion. .

A general welcome for the development by the Commission of a taxonomy. It was evident however
that there were different interpretations of what was desired from the taxonomy. For some, it was
important that any taxonomy preserved existing flexibilities of approach and included existing
investments regarded as sustainable; for others it was important that the taxonomy was sufficiently
granular to be decisive in what was sustainable or not.

There were also different views on the Commission’s proposal to begin with a taxonomy in respect
of climate change. Some stressed the interconnectedness between the environmental, social and
governance aspects of sustainable fi inance, for example an environmental investment in a country
with a poor human rights record should not be regarded as sustainable. Moreaver, it would be costly
for asset managers and others to adapt to repeated iterations of the taxonomy rather than a single
change. On the other hand it was recognised that in practical terms it made sense to start with one
area rather than attempt wholesale change. ’

One issue raised was whether the Commission had the ambition to define gradations of
sustainahility. This was not something which was yet envisaged.

Session 3: EIOPA's strategy and next steps: How to integrate sustamabie fmance principles in
the insurance and occupational pensions sectors

- The roundtable heard from representatives of a major insurers and reinsurer, and a response by
EIOPA staff Below are the main paints raised during the discussion.

That sustainable finance was not a new issue, certainly for a number of insurers

Regulation and supervision were very important, but it was not the only factor supporting
sustainable finance. One factor which requnred attention was the supply of sustainable projects.

Supervisory interventions would cover a range of areas mciudmg financial stahility, consumer
protection, and supervisory.convergence. Financial literacy was one potential area for consideration.

Public disclosure of sustainability practices by different firms was important, rankings and other
tools would impact on behavunur

Market prices were neit_her the friend nor the foe of sustainable finance. Market prices were
certainly not perfect but it was questionable whether there were any better alternatives.

Different views were expressed on whether there should be adjustments to capital charges for
sustainable investments.
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