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WASHINGTON, DC 20510

February 25, 2020

Larry D. Fink

Chairman and Chief Executive Officer
BlackRock

55 East 52" Street

New York, NY 10055

Dear Mr. Fink:

You recently announced that that BlackRock will “make investment decisions with
environmental sustainability as a core goal.”! Given the potential of damage to the climate to
“destroy billions of dollars in property and to displace millions of people,” which will produce
“economic losses and social disruption... likely to be greater in total than those experienced in
the housing crisis and Great Recession,”” We are deeply concerned about the economic and
societal impacts of the climate crisis. We write for more information about the tangible actions
you intend to take to implement your commitment, including how you will voluntarily
impleme131t steps similar to those laid out in the Climate Risk Disclosure Act that we reintroduced
last year.

A 2018 report from the Intergovernmental Panel on Climate Change found that human
activities have already caused about one degree Celsius of global warming above pre-industrial
levels and that global warming is likely to reach 1.5 degrees Celsius above pre-industrial levels
in the coming decades, if climate change continues at the current rate.* A separate study
suggested that “if temperatures rise to [four] degrees Celsius above preindustrial levels over the
next 80 years, global economic losses could mount to $23 trillion per year—permanent damage
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that would far eclipse the scale of the 2007-2008 financial crisis.”® In 2018, the Fourth National
Climate Assessment, issued by 13 federal agencies, found that unless there is significant action
to address the climate crisis, as much as ten percent of the American economy, or more than
double the losses of the Great Recession, will be wiped out by the end of the century.®

In recent letters to your clients and CEOs of companies in which you invest, you
acknowledged the threats and opportunities that come from climate change and described how it
will affect your investment decisions. In your annual letter to clients, you noted BlackRock is
“making sustainability integral to the way BlackRock manages risk, constructs portfolios,
designs products, and engages with companies,”’ including considering question like “will
cities... be able to afford their infrastructure needs as climate risk reshapes the market for
municipal bonds” and the future of the “30-year mortgage . . . if lenders can’t estimate the impact
of climate risk over such a long timeline, and if there is no viable market for flood or fire
insurance in impacted areas.”® As you rightly point out “[i]n the near future — and sooner than
most anticipate — there will be a significant reallocation of capital.” In the letter to corporate
executives, you wrote that your “investment conviction is that sustainability- and climate- '
integrated portfolios can provide better risk-adjusted returns to investors” and that you “believe
that sustainable investing is the strongest foundation for client portfolios going forward.”!°

Currently, however, investors lack access to basic information about the potential risk of
the climate crisis on American companies. As Former Vice President Al Gore has said “most
market participants are mistakenly treating carbon risk as an uncertainty, and are thus failing to
incorporate it in investment analyses. By overlooking a known material-risk factor, investors are
~ exposing their portfolios to an externality that should be integrated into the capital allocation
- process.”!! Disclosures are most useful when they are standard so that investors of all kinds can
make educated comparisons — and investors are asking for them. As Securities and Exchange
Commissioner (SEC) Allison Herren Lee recently wrote, “[i]nvestors are overwhelmingly telling
[the SEC], through comment letters and petitions for rulemaking, that they need consistent,
reliable, and comparable disclosures of the risks and opportunities related to sustainability
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measures, particularly climate risk. Investors have been clear that this information is material to
their decision-making process, and a growing body of research confirms that.”!?

We have proposed a standard climate disclosure regime. The Climate Risk Disclosure
Act, which we introduced in the Senate and whose companion bill led by Representative Sean
Casten passed by the House Financial Services Committee last year,'* would require rigorous
disclosures of critical information about their climate-related risks by all public companies.'*
These disclosures would include:

® The company’s direct and indirect greenhouse gas emissions;

e The total amount of assets related to fossil fuel that the company owns or
manages;

e How the company’s valuation would be affected if climate change continues at its
current pace or if policymakers successfully restrict greenhouse gas emissions to
meet the 1.5 degrees Celsius above pre-industrial levels goal; and

e The company’s risk management strategies related to the physical and transition
risks posed by the climate crisis. !’

Your letters to CEOs and investors suggest that you understand the extent of the effects
that climate change will have on the economy, and that BlackRock, as a fiduciary to your clients
needs to understand climate risks across the investments it makes. In your letter to clients, you
commit to “provide transparent, publicly available data on sustainability characteristics —
including data on controversial holdings and carbon footprint — for BlackRock mutual funds.
If BlackRock plans to live up to the commitments you made, we hope that you will go further by
endorsing the reforms laid out in the Climate Risk Disclosure Act, and require companies in
which you invest to issue public disclosures consistent with its requirements. We have attached a
copy of the bill for your information.
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In addition, in order for me to better understand how you intend to implement the
commitment you laid out, we ask that you respond in writing about whether you support the
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Climate Risk Disclosure Act and answer the following questions no later than Tuesday, March

17, 2020.

1. Your letter to investors states that you “intend to make sustainable funds the standard
building blocks in these solutions wherever possible, consistent with client
preferences and any applicable regulations.”!” Please describe concrete steps that
your firm will take to meet these commitments and any changes in asset management
plans, policies, or procedures that you will implement to meet this commitment.

2. Your letter to investors states that you will “continue to build additional tools,
including one to analyze physical climate risks and one that produces material
investment signals by analyzing the sustainability-related characteristics of
companies.”'® Please describe concrete steps that your firm will take to meet these
commitments and any changes in asset management plans, policies, or procedures
that you will implement to meet this commitment.

a. Will these tools and the underlying research and analysis be made public for
other market actors to incorporate in their risk assessments of the climate
crisis?

3. Your letter to investors states that you “intend to double our offerings of ESG
[Exchange-traded funds (ETFs)] over the next few years (to 150), including
sustainable versions of flagship index products, so that clients have more choice for
how to invest their money” and that you will work “to promote greater
standardization and transparency of sustainability benchmark methodology.”!° Please
describe concrete steps that your firm will take to meet these commitments and any
changes in asset management plans, policies, or procedures that you will implement
to meet this commitment.

a. Please describe your firm’s definition of “ESG ETFs” as it relates to your
commitment and the requirements for investments to be considered part of an
“ESG ETF.”

4. Your letter to investors states that you “are asking companies to publish
[Sustainability Accounting Standards Board]- and [Task Force on Climate-related
Financial Disclosures (TFCD)]-aligned disclosures, and as expressed by the TCFD
guidelines, this should include the company’s plan for operating under a scenario
where the Paris Agreement’s goal of limiting global warming to less than two degrees
is fully realized.”?® Please describe concrete steps that your firm will take to meet
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these commitments and any changes in asset management plans, policies, or
procedures that you will implement to meet this commitment.

a. Our Climate Risk Disclosure Act requires firms to describe how companies’
valuation would be affected if climate change continues at its current pace or
if policymakers successfully restrict greenhouse gas emissions to meet the 1.5
degrees Celsius above pre-industrial levels goal.?! Please explain your
decision to use a two degrees Celsius above pre-industrial standards
framework.

5. Reports show that, despite your recent commitments, your firm “continues to hold
sizable investments in coal, oil and gas.”?> How will you adapt your current
investments to meet your current commitments?

a. How will you encourage other asset management firms to follow your lead in
adapting your current investments to meet your sustainability commitments?

Sincerely,
h’: ERzabeth Warren “Sheldon Whitehouse
ited States Senator United States Senator
Cd)ry A. Booker Chris Van Hollen
United States Senator United States Senator
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