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Insurers are being challenged by
investors, regulators and the wider
community to better demonstrate

the value that they bring to society;

to use their influence to promote a
more sustainable world; and to adopt a
business model that clearly generates
long-term value (LTV).

The finance function plays a leading
role in communicating the contribution
of insurers to society with the use of
metrics, and in developing incentive
programmes to enable the company

to deliver its strategic sustainability
ambitions. It is critical for insurance
CFOs to use their influence to design
an approach to meet stakeholder
reporting needs efficiently and help the
organization to achieve its goals.

Key priorities for the finance function

Co-develop the
sustainability strategy
of the business to focus
on LTV and maintain
financial resilience
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Establish the sustainability
02 measurement and reporting

framework to enable business

decisions, monitor against

strategic objectives and deliver
credible external reporting
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Drive a robust and
well-controlled
stakeholder

narrative around
sustainability disclosures

Rethink the capital
allocation strategy
to drive business
aqility, resilience and
long-term value

Finance will play a leading role in building sustainability into existing processes:

External reporting
Performance reporting

Property and lease management

M&A strategy and playbook

Planning, budgeting and forecasting

Investment prioritization and capital allocation

Supplier management Tax

Building a better
working world



Climate reporting: from voluntary to mandatory

Climate reporting requirements are becoming increasingly relevant to policymakers as a means to ensure formal assessment

of sustainability risks and opportunities. Recent European proposals are mandating the disclosure of environmental, social and
corporate governance (ESG) considerations. Recent milestones from the EU 2018 Sustainable Finance action plan demonstrate the
shift from voluntary to mandatory climate reporting.

The Taxonomy Regulation
came into effect on 12 July
and created the world’s first
classification system for
sustainable economic activities
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The Climate Benchmarks
Regulation came into effect on
23 December, which improved
transparency and disclosure of
sustainability information

Spotlight on: CSRD

In April this year, the European Commission adopted a proposal
for the EU Corporate Sustainability Directive (CSRD). This
builds on its predecessor, the Non-Financial Reporting Directive
(NFRD) and extends both the scope and requirements of their
sustainability reporting standards.

The CSRD is relevant to all large European companies and all
companies listed on regulated markets, with exception of
micro-enterprises.

The proposal introduces more detailed reporting requirements,
with companies required to report under mandatory EU
sustainability reporting standards. Reported information is also
required to be assured and digitally tagged.
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The EU Sustainable Finance Disclosure
Regulation (SFDR) came into effect on 10
March, which requires financial market
participants and financial advisers to assess
and publicly disclose ESG considerations
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A comprehensive package of measures
came into effect, including the EU Taxonomy
Climate Delegated Act and the Corporate
Sustainability Reporting Directive (CSRD),
which mandates climate reporting

IFRS reporting developments

The IFRS Foundation Trustees published a proposal to amend
the IFRS Foundation Constitution to accommodate the formation
and operation of an International Sustainability Standards Board
(ISSB) in April 2021. At the COP26 climate change conference
held in November 2021, the IFRS Foundation Trustees formally
announced the creation of the ISSB.

The IFRS Foundation have set out an ambitious timeline in which
they aim to release a first set of draft standards for comment

in the first quarter of 2022, and to have a climate-related
disclosures standard and a standard on general requirements for
sustainability-related financial disclosures ready for use in the
second half of 2022.


https://www.ifrs.org/content/dam/ifrs/project/sustainability-reporting/sustainability-consultation-paper-feedback-statement.pdf
https://www.ifrs.org/content/dam/ifrs/project/sustainability-reporting/sustainability-consultation-paper-feedback-statement.pdf
https://www.ey.com/en_gl/ifrs-technical-resources/ifrs-foundation-establishes-international-sustainability-standards-board

ESG reporting standards

ESG reporting is often deemed as an ‘alphabet soup' of competing frameworks that
insurers need to navigate. CFOs play a pivotal role in identifying the relevant reporting
frameworks. The reporting decisions are critical to the success of strategically measuring
and monitoring performance.
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Capital Protocol Fit Benchmark

World Economic Forum International Business
Council 7

Sustainability Accounting Standards Board
Global Reporting Initiative

UN Sustainable Development Goals
Greenhouse Gas Protocol

Principles for Responsible Investment

International Sustainability Standards Board —
The ISSB will operate alongside International
Accounting Standards Board (IASB)

European Federation of Financial Analysts Societies
Sustainable Finance Disclosure Regulation
Taskforce on Nature-related Financial Disclosures

TCFD is gaining momentum across the globe, and is becoming mandatory for a number
of countries including the UK, Switzerland, Canada and Hong Kong. CFOs will need to
ensure that they are aware of the data and reporting requirements that underpin this.
Some of the key disclosure considerations for insurers for each of the TCFD Pillars are

outlined below.

> Process and frequency by which
the board are informed about
climate-related issues

» Whether an organization has assigned
climate-related responsibilities to
management-level positions

» Societal/ethical values within the board

Risk management Metrics and targets

> Processes for identifying and assessing
climate-related risks for (re)insurance
and investment portfolios including
physical, transition, and liability risks

» Key tools used to manage climate-related
risks for product development
and pricing

» Climate-related scenario analysis on
underwriting and investment activity

» Development of new risk transfer
mechanisms to provide insurance
solutions to uninsurable risks

>

>

How climate-related risks and
opportunities factored into
investment strategies

How potential impacts of climate-
related risk influence client, cedant and
broker selection

Details of any climate-related products
under development

Any product charging structures that
close the protection gap and shine light
on broader societal benefits

Metrics used to assess climate-related
risks and opportunities in each fund
or investment strategy, and how these
metrics have changed over time

Weighted average carbon intensity for
each investment strategy

Metrics considered in investment
decisions and monitoring

Aggregated risk exposure to
weather-related catastrophes of their
property business
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Roadmap to reporting

Insurance CFOs have an opportunity to play a critical role in building a reporting roadmap that puts LTV creation at the core of the
finance function.

There are signals that ESG reporting, covering more topics than only climate risk, will also become reqgulated in the future. One such
signal is the proposed CSRD in the European Union, which is expected to require ESG disclosures to be made by a large number of firms
and have these assured by 2023.

CFOs should ensure that processes and controls supporting ESG reporting are well designed and maintained ahead of the
implementation of proposals in the next two to three years.
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Significant challenges
to reporting

Reporting on financed emissions

In order to measure and report on Scope 1, 2 and 3 emissions,
insurers need the ability to measure and track the emissions
arising from financing activities, also referred to as “carbon
accounting”. Despite growing pressure to report, tracing
carbon impacts is still not an easy task. Insurers will be able to
systematically build a better overall picture by determining the
attribution factor for each class of assets.

Data management and reporting

There are three key problem areas which have created a
separation between the ESG data that insurers need for reporting,
and what is actually available: data suitability, data availability
and data consistency. To address these, insurers will need to
equip themselves with a combination of strong in-house research
expertise and sophisticated screening techniques.

EY reporting accelerators

EY/Enablon ESG management and reporting solution

EY teams have co-developed an ESG management and reporting
solution. The solution covers three key areas:

» Enhanced disclosures content: indicators aligned to the latest
frameworks.

» Climate risk: management module which uses methodologies to
assess, manage and report risk in alignment with the TCFD.

» Integrated leading ESG practices: equipped with traditional ESG
management tools.

EY Arena

EY Arena provides a broad ESG data solution that ingests ESG
data from multiple sources, harmonizes this into a common ESG
Data taxonomy, then represents the ESG information required
for various ESG data usages (e.g., particular regulatory reporting
requirements).

EY Sustainability Metrics Navigator

The navigator is a dashboard that provides a broad ESG view
using data modelling and visualization, with an ability to tailor
dashboards to suit your business.

Sustainable Finance - considerations for the insurance CFO |
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https://www.ey.com/en_gl/news/2021/03/ey-and-enablon-announce-environmental-social-and-governance-management-and-reporting-solution
https://www.ey.com/en_gl/news/2021/03/ey-and-enablon-announce-environmental-social-and-governance-management-and-reporting-solution

Embedding sustainability into existing processes

In addition to supporting mandatory reporting, the finance function will also play a leading role in embedding sustainability

into existing processes.

External reporting

Design processes and controls
around the production of climate-
related financial disclosures,
including horizon scans for
upcoming reporting requirements.

Performance
reporting

Incorporate sustainability specific
measurement models and
frameworks to monitor against
net-zero ambitions and carbon
accounting.

Property and
lease management

Embed ESG into property selection

and management, including physical

risk assessments and investing
in carbon efficiency upgrades for
existing portfolios.

Tax

Embed tax as a key lever into

sustainability reporting and existing

processes across the value chain.

EY content

How EY teams can support

> Assess the capability of existing
architecture for TCFD reporting

> Support the development of
end-to-end process workflow
to integrate non-financial
disclosure reporting

How EY teams can support

> Support the development
of external KPIs to support
stakeholder engagement
and develop internal KPIs to
support business decisions

How EY teams can support

> Assess the need for
procurement of external data of
physical risks

> Support development of data
requirements to facilitate
carbon reporting

How EY teams can support

> Help align tax governance,
strategy and KPlIs to the wider
ESG strategy

> Risk assess impacts of
sustainability-related taxes and
incentives

> Assess the organization’s total
tax contribution and ability to
leverage existing tax reporting
and transparency processes

The EY global climate risk

disclosure barometer provides

a snapshot of the update of

recommendations by the TCFD

How European insurers are

advancing the sustainability

How European inSbger

the sustainability ager
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agenda

Planning, budgeting

and forecasting

Set up a business plan against the
ESG risk appetite by incorporating
sustainability specific impact into

income and cost measures.

Investment
prioritization and
capital allocation

Ensure climate-related risks and
opportunities are factored into

investment strategies, enhance your

capital allocation strategy.

Supplier
management

Understand and rationalize the
key supply chain characteristics
through SLAs and monitor
supplier performance/supply chain
information.

M&A strategy
and playbook

Embed ESG objectives into the
deal lifecycle.

How EY teams can support

> Support the design and
development of an ESG
assessment framework,
identifying key financial
planning risks arising from
physical and transitional climate
risks (e.g., asset valuation,
liability provisioning)

How EY teams can support

> Support the development of
metrics used in investment
decisions and monitoring

Help redefine risk policies for
investment portfolios

How EY teams can support

> Help develop a materiality
assessment framework to
support supplier procurement
and management

How EY teams can support

> Support development of ESG
metrics used in transactional
decision making

> Deliver background training
sessions to target company on
ESG issues

How to realize the full

potential of ESG

How to realize thesfut potel
ESG+

What insurers can do now to

monitor long-term value

What insurers can do now to monitor
{ong-term value: ~ =


https://www.ey.com/en_gl/climate-change-sustainability-services/how-can-climate-change-disclosures-protect-reputation-and-value
https://www.ey.com/en_gl/climate-change-sustainability-services/how-can-climate-change-disclosures-protect-reputation-and-value
https://www.ey.com/en_gl/climate-change-sustainability-services/how-can-climate-change-disclosures-protect-reputation-and-value
https://www.ey.com/en_gl/climate-change-sustainability-services/how-can-climate-change-disclosures-protect-reputation-and-value
https://www.ey.com/en_gl/sustainability-financial-services/how-european-insurers-are-advancing-the-sustainability-agenda
https://www.ey.com/en_gl/sustainability-financial-services/how-european-insurers-are-advancing-the-sustainability-agenda
https://www.ey.com/en_gl/sustainability-financial-services/how-european-insurers-are-advancing-the-sustainability-agenda
https://www.ey.com/en_uk/sustainability/realize-potential-esg-plus
https://www.ey.com/en_uk/strategy/short-term-steps-to-monitor-long-term-value-what-insurers-can-do-now
https://www.ey.com/en_uk/strategy/short-term-steps-to-monitor-long-term-value-what-insurers-can-do-now

EY teams' collaboration across

the globe with industry bodies
and trade associations

EY teams work with many of the leading sustainability
organizations and standard-setters such as the World Business
Council for Sustainable Development, International Integrated
Reporting Council, GRI, SASB, Association of International
Certified Professional Accountants and the TCFD to gain
knowledge on emerging trends, develop new frameworks and
understand the major sustainability challenges that insurers

are facing.

Leading initiatives

World
Economic
Forum

Coalition for
Inclusive

Capitalism

TCFD
playbook

WEF ESG ‘scorecard’ - IBC Long-term

Prosperity Project: Proposal recommends
a common set of universal ESG metrics/
disclosures on non-financial factors.

EPIC:

Build out of non-financial metrics including
innovation and human capital.

In collaboration with the Institute of
International Finance (IIF) and United Nations
Environment Programme Finance Initiative
(UNEP FI), the TCFD Playbook provides
guidance and insight for each of the eleven
recommended TCFD disclosures.

Yolaine Kermarrec

EY EMEIA Insurance Finance
Transformation Leader

ykermarrecl®uk.ey.com

Key contacts

Belgium:

Katrien de Cauwer
katrien.de.cauwer@be.ey.com

Germany:

Thomas Kagermeier

thomas.kagermeier@de.ey.com

Ireland:

Danny Buckley
danny.buckley®@ie.ey.com

James Maher
james.maher@ie.ey.com
Netherlands:

Zeynep Deldag
zeynep.deldag@nl.ey.com

Spain:

Judith Pujol
judith.pujol.lopez@es.ey.com

United Kingdom:
Youri Lie
ylie@uk.ey.com

Simon Burtwell
sburtwell@uk.ey.com

Frederic Pierchon

EY EMEIA Insurance
Sustainability Leader
frederic.pierchon@fr.ey.com

France:

Patrick Menard
patrick.menard@fr.ey.com

Italy:

Matteo Brusatori
matteo.brusatori@it.ey.com

Luxembourg:

Dorian Rigaud
dorian.rigaud@lu.ey.com

Nordics:

Arbab Dar
arbab.dar@no.ey.com

Switzerland:

Philip Kirkpatrick
philip.kirkpatrick@ch.ey.com

Sustainable Finance - considerations for the insurance CFO |

7



EY | Building a better working world

EY exists to build a better working world, helping
to create long-term value for clients, people and
society and build trust in the capital markets.

Enabled by data and technology, diverse EY
teams in over 150 countries provide trust
through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask better
questions to find new answers for the complex
issues facing our world today.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is

a separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are available via
ey.com/privacy. EY member firms do not practice law where prohibited
by local laws. For more information about our organization, please visit
ey.com.
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