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Re: NAIC Draft Climate Resilience Strategy for Insurance

On behalf of Public Citizen, the Center for Economic Justice, and the Consumer Federation of
America, we welcome the opportunity to comment on the Draft National Climate Resilience
GWUDIHIN IRU ,QVXUDQFH = H DSSUHFLDWH WKH 1.$, &V UHFRIQLWLRQ WKDW WKLV LV D national problem that
requires a unified approach, and we agree that comprehensive data, climate-informed solvency
tools, and pre-disaster mitigation are essential priorities. However, we also urge the NAIC to
work proactively with other stakeholders on data collection, make data and models available to
tKH SXEOLF DQG ILQG ZD\V IR VKLIW LQVXUHUV] LQYHVIPHQIV WRZDUG FRP P XQLILHV DQG DZD\ IURP
polluting industries.

A comprehensive data strategy should address broader financial risks and impacts
on marginalized communities.






LQGXVWU\{V XQLTXH DFFHVV iR GDID WUHPHQGRXV SURILIV SROLILFDO PXVFOH DQG UROH DV ILQDQFLDO
gatekeepers gives them unique influence. Regulators should harness these factors to ensure
insurers invest in the communities most vulnerable to climate change.

In addition to advocating for public investments in pre-disaster mitigation, the draft strategy
should explicitly recognize that regulators can require and incentivize investments from the
industry. Sustained public pressure on insurers has led in the past to meaningful investments in
loss reduction research,iiit DQG WKH VIUDWHJI\ UHFRJIQL]HV WKH YDOXH RI LQVXUHUV] H[LWWILQJ LQYHVWPHQIV
into mitigation research through the Institute for Business and Home Safety. To ensure this
research translates to tangible risk reductions, regulators should also ensure the industry invests
directly in policyholders by requiring insurers to provide premium discounts to homeowners
who take steps to reduce risks to their homes and to consider homeowner mitigation steps in
non-renewal decisions. To facilitate broader investments, state regulators can also look to the
Community Reinvestment Act for inspiration on long-term strategies to incentivize insurers to
provide meaningful investments in the most vulnerable communities.

As part of a long-term climate resilience strategy, regulators should also require scenario
analysis and transition planning, including requiring insurers to develop credible plans to meet
their own publicly announced climate goals. This is not only a climate resiliency imperative but
also a consumer protection and prudential imperative. As attention grows to the connection
EHWZHHQ FOLPDWH FKDQJH DQG LQVXUDQFH PDUNHIV LQVXUHUV] WLHV WR RLO JDV DQG FRDO LQFOXGLQJ KDOI
a trillion in investments and underwriting strategies that greenlight new oil gas projects, have
become increasingly untenable. By betting on fossil fuel expansion, insurers undermine their
policyholders, erode their own markets, and increase the threat from transition risks to their
own companies and the broader market.x Further, some major insurers engaging in this conduct
are attempting to hold themselves as climate leaders and have made public climate
commitments they appear not to be honoring.x As they drop homeowners suddenly, the public
is unlikely to accept the argument that insurers and regulators are somehow powerless to shift
towards investing and underwriting strategies that do not actively increase the risks from
climate change.

The draft strategy rightly recognizes that scenario analysis and stress-testing can aid in
assessing long-term climate risks, and it should recognize transition risks. Insurers cannot
continue to pick and choose only the tools that allow them to raise prices on homeowners now
without oversight, while continuing to quietly oppose requirements to use tools like scenario
analysis and stress-testing to evaluate and disclose long-term financial risks.x Regulators
should also require insurers to disclose the impacts of particular risk management strategies on
vulnerable communities. At the same time, scenario analysis can significantly underestimate
climate risk, as existing scenarios struggle to capture risk transmission channels, as well as
perils like flood, climate tipping points like the destruction of the Amazon rainforest, and second
order impacts like food scarcity. As a result, the Institute and Faculty of Actuaries recently
warned that current mRGHOV FDQ SURGXFH 3DUILILFLDO0O\ EHQLJQ UHVXOIV WKDW FDQ HDVLO\ VHUYH DV DQ
H[FXVH IRU GHOD\LQJ DFIILRQ"%iii and that additional tools are needed. Still, it is better to begin
engaging in the analyses, mindful of their shortcomings, and iterate and improve on them over
time as the capacity to do so increases.
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