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Overview

The roadmap has been designed to support market participants in developing and embedding their own sustainability
strategies, and in navigating the ever-evolving regulatory reporting requirements. It aims to provide greater clarity on
Lloyd’s ambition to become the marketplace for the transition to net-zero, outlining its oversight framework, and sharing
toolkits for the market to navigate the global transition. The areas covered by the paper include underwriting,
investments, exposure management and capital and reserving. We have summarised the key takeaways from the

roadmap below.

Key areas of focus

The increasing frequency and severity of climate events has brought about the need to understand the impacts of these
events, which has furthered the need to provide disaster resilience solutions and protect balance sheets — an area in
which Lloyd’s will be keen to support on.

Lloyd’s have stated that going forward, the Annual Sustainability Strategy of managing agents should consider the
following 5 key areas:

Lloyd’s expects boards and executives of firms to show climate risks being consolidated into
Governance various areas, including business strategies, planning, governance and risk management process,
in line with TCFD guidance.

Lloyd’s intends to develop a methodology to baseline the insurance-related GHG emissions of
underwriting portfolios in 2024, making use of the Lloyd’s Lab Partnership with Moody’s Analytics.

Measurement
of GHG This will allow Lloyd’s to work with managing agents to build a dependable baseline, as well as a
emissions framework for communicating the measurement of GHG emissions to a wide range of

stakeholders.

Climate risk modelling and metrics should continue to be incorporated as part of the sustainability
strategies. The assessment should cover all key areas of climate risk management, including
physical climate risk, litigation risks and transition risks

Climate risk
management
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The review of the strategies above will be aligned with established transition planning frameworks found in the provided
toolkits. As the risk landscape evolves, the framework will be developed further and firms can expect additional details
such as insights into its potential integration into oversight principles and business planning over 2024.

Transition planning

The insurance industry will have a pivotal role to play in facilitating and accelerating the worldwide shift to a low-carbon
economy. Lloyd’s has provided an optional framework to guide managing agents in the reporting of transition plans. The
following outlines several advantages your firm can derive from having a transition plan.

Alignment with expectations

Developing a transition plan ensures that a company's strategies are aligned with the
expectations outlined by Lloyd’s and the broader industry. It provides a structured approach to
meet sustainability goals, enhancing a company's reputation and market positioning.

Risk mitigation

A transition plan enables organizations to assess and manage climate-related risks effectively, reducing
vulnerabilities and potential liabilities associated with the changing landscape.

Employee engagement

Educating and training employees is a key component of the transition plan. This not only fosters a culture
of environmental responsibility within the organisation but also equips employees with the knowledge and
skills needed to contribute meaningfully to the company's sustainability objectives.

Resource optimisation
A well-developed transition plan allows businesses to identify and address resource constraints
strategically, ensuring efficient use of available resources and minimising potential bottlenecks.
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Innovation and resilience
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S ” The document encourages a fit-for-purpose approach and flexibility in meeting sustainability principles. A
robust transition plan goes beyond compliance, fostering innovation and adaptability, making the

company more resilient in the face of evolving regulatory landscapes and market demands. The transition
to a net-zero world will bring forth investment and underwriting opportunities across various sectors that
insurance firms can capitalise on.

Strategic positioning
A comprehensive transition plan allows companies to position themselves as leaders in navigating the
complexities of the global transition, potentially attracting clients, partners, and investors who prioritise

sustainability initiatives.

In addition, Lloyd’s has provided a framework regarding the considerations for client transition plans, aiming to fulfil
various key stakeholder requirements. In locations where it is permissible under local regulations, firms may collect
information on insurers' transition plans. This assessment aims to gauge the progress and credibility of these plans,
supporting sustainable business models and mitigating potential economic volatility during a global transition by providing
effective (re)insurance covers to these businesses. Lloyd's have stated their intention to ensure their roadmap is aligned
with Transition Plan Taskforce (TPT) guidance.

Responsible investments

Lloyd’s is collaborating with the market to collectively advance efforts in monitoring and managing climate change risk
exposures. This involves exploring methods to quantify scope 3 emissions. Additionally, Lloyd’s has announced plans to
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create guidance on Principle 8 Investments, sub-principle 5 — Responsible Investments. This guidance will detail
approaches to assist managing agents in addressing risks arising from the climate transition.

Managing agents should develop transition plans as part of their responsible investment policies by the end of 2026.
Lloyd’s will provide thematic feedback to managing agents whose investment policies have been reviewed, and this can
be used to further develop policies throughout 2024.

Regulatory requirements and effective practice

Lloyd’s emphasises that managing agents should be kept informed of the reporting requirements within their operating
territories, ensuring they are able to meet any requirements they are subject to. An overview of sustainability, climate-
related regulation, and guidance is provided in the document. Although these frameworks are not mandatory, they serve
as valuable tools for structuring strategy or transition. Firms are encouraged to adopt the framework as deemed suitable
for their needs.

Lloyd’s aims to conduct a capital and reserving market survey in 2024. The survey will assess the capabilities, current
methodologies, and identify potential gaps in managing agents’ approaches to reserving and modelling with respect to
climate change. This initiative will enable Lloyd’s to understand how firms have incorporated physical, transition, and
litigation risks withing their actuarial function.

What can firms do now?
1. Engage with Lloyd’s by responding to the consultation by deadline of 31 January 2024;

2. Understand your position against the expectations set out in the roadmap; and

3. Develop a roadmap to meeting these expectations, including an assessment of resource requirements.

At Hymans Robertson, we have been supporting insurers in managing their sustainability risks and opportunities,
including supporting our clients with climate scenario modelling, development of data provision, compliance with TCFD
and other climate-related regulatory requirements, and setting net-zero transition strategies. If you are interested in any
of these topics, or you would like to discuss climate change or any of the above further, please get in touch.

London | Birmingham | Glasgow | Edinburgh
T 020 7082 6000 | www.hymans.co.uk

This document has been compiled by Hymans Robertson LLP who reserve all rights to it. It should not be used by any third party without
reference to “"Hymans Robertson LLP”. It is based upon our understanding of the subject matter as at the date of publication. It is not a
definitive analysis of the subject covered or specific to the circumstances of any particular person, scheme, business or organisation.

The information contained is not advice and nor is it a recommendation. It should not be relied on, nor considered to be a substitute for
professional advice (including actuarial, investment, legal, tax, audit or accounting advice). We accept no liability for errors or omissions,
for results obtained from using the information, or for any reliance you place upon any statement or opinion contained in this document.
We also accept no responsibility for how you use the information contained in this document.

Hymans Robertson LLP (registered in England and Wales - One London Wall, London EC2Y 5EA - 0C310282) is authorised and regulated by
the Financial Conduct Authority and licensed by the Institute and Faculty of Actuaries for a range of investment business activities. A
member of Abelica Global. © Hymans Robertson LLP.
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