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A Project of Ceres

December 1, 2005
Dear CEO:
We, as investors managing over $800 billion in invested assets, are writing to request that
Company X undertake a comprehensive analysis of the business implications of climate
change on the company and report the findings of that analysis to your shareholders.
Such disclosure is a growing priority among institutional investors, many of which are
part of the Investor Network on Climate Risk.
A growing number of companies in the energy sectors are evaluating the impact of
climate change on their companies and reporting back to their shareholders. While more
insurance companies are acknowledging the seriousness of climate change, few if any
companies have examined the broad financial risks and opportunities from this issue and
potential impacts on shareholder value. Just last fall, for example, New York City
Comptroller William C. Thompson Jr. surveyed 13 insurance companies that the city’s
pension funds were invested in to better assess how the companies were addressing the
issue. Eight companies responded and none provided any assurance that climate risk was
seriously being assessed or considered. As a major North American insurance company,
Company X needs to explore such questions via a comprehensive evaluation.
Climate change is a particular concern to investors in insurance companies. It has the
potential to impact nearly every segment of the industry, including: property (increased
losses from severe weather); health and life (global disease spread and loss of life from
severe weather); directors and officers’ liability (potential shareholder suits for breach of
fiduciary duty on climate change); and invested assets.
Hurricane Katrina is only the latest reminder that U.S. insurers, governments and
consumers are at enormous risk from the escalating losses caused by extreme weather
events and climate change. While no individual weather event can ever be attributed to
global warming, scientific data indicate that rising global temperatures will likely
increase the frequency and intensity of hurricanes, floods, drought, wildfires and other
extreme weather events – and, indeed, may already be doing so.
A recent white paper published by Ceres, “Availability and Affordability of Insurance
Under Climate Change: A Growing Challenge for the U.S.,” documents the precipitous
rise in insured and uninsured weather-related losses in the U.S. in recent years and how
climate change will likely magnify these losses in the years ahead. The report cites a 15fold increase in insured losses from catastrophic weather events in the past three decades
– losses that have far out-stripped premium increases, inflation and population growth
over the same time period.
One positive development in the wake of Katrina is that more insurance companies,
investors and regulators are taking notice of this emerging problem. In late October,
Connecticut State Treasurer Denise L. Nappier, Insurance Commissioner Susan F.
Cogswell and Environment Commissioner Gina McCarthy hosted a global climate
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change summit that attracted more than 100 insurance and investor leaders from
Connecticut, the U.S. and Europe. The forum, which focused on the risks and
opportunities that the industry faces from climate change, was the first meeting of its kind
in the country. On Dec. 3, the National Association of Insurance Commissioners will be
holding a panel discussion on the topic at its winter meeting in Chicago.
The challenge now is taking concrete action. We are calling on insurers to undertake a
comprehensive analysis of the business implications of climate change for their
companies, and to share those results with their shareholders. At a minimum, we believe
that a climate risk analysis and report to shareholders should include the following
elements:
•

Corporate Climate Actions – Companies should analyze and report on what
specific actions they are taking to address climate change. The report should
include corporate governance actions, such as establishing corporate climate
policy or Board consideration of climate change. The report should also describe
specific actions the company is taking to address the impact of climate change on
shareholder value, including possible development of enhanced climate risk
modeling, programs to help clients they insure to reduce their risk from climate
change, and reducing their own emissions.

•

Strategic Analysis and Plan – Companies should report to shareholders on
management’s strategic analysis of the climate change issue, including its
implications for competitiveness, and its plan for meeting any strategic challenges
it may identify. Climate change represents a significant strategic challenge, so
analysis that fails to identify any future challenges is likely to be viewed as
deficient. In addition, this disclosure should explain the company’s current
position on the science and policy of climate change.

•

Impacts on Investments – Companies should analyze the impacts that climate
change will have on its investment portfolio, including carbon-emitting sectors
vulnerable to regulatory risks and ‘opportunity’ investments in emerging clean
energy industries. Sectors with potential exposure from the health and physical
impacts from climate change should also be evaluated. A portfolio-wide analysis
will identify risks and opportunities from climate change.

As investors, we ask that you prepare a report for shareholders outlining your climate risk
exposure and your strategies for responding. We request that the report be done by
August 2006.
Please send a response to this letter to Ceres, c/o Andrew Logan, Insurance Program
Director, who will distribute your responses to all of those who have signed below.
Andrew Logan can be reached at Ceres at (617) 247-0700 ext. 33 or logan@ceres.org.
His mailing address is Ceres, 99 Chauncy St., Boston, MA 02111-1703.
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We hope that Company X will assume a leadership role with respect to these important
challenges, which will result in enhanced shareholder value for all investors.
Signed
Steve Abrecht, Service Employees International Union
Phil Angelides, California State Treasurer
William R. Atwood, Illinois State Board of Investment
Joan Bavaria, Trillium Asset Management
Randall Edwards, Oregon State Treasurer
Jack Ehnes, California State Teachers’ Retirement System
Julie Gorte, Calvert
Alan Hevesi, New York State Comptroller
Nancy Kopp, Maryland State Treasurer
Lance Lindblom, Nathan Cummings Foundation
Jonathan Miller, Kentucky State Treasurer
Richard Moore, North Carolina State Treasurer
Denise Nappier, Connecticut State Treasurer
William Somplatsky-Jarman, Presbyterian Church (USA)
Jeb Spaulding, Vermont State Treasurer
William Thompson, New York City Comptroller
Steve Westly, California State Controller
California Public Employees’ Retirement System
Sheet Metal Workers’ National Pension Fund
United Methodist Church
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