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Highlights
We care about the
impact Aegon has on
the environment
and we’re proud of
our responsible
business practices.

• Carbon neutral since 2016
• 100% green electricity from renewable sources
• Over 85% of waste recycled
• Established the Aegon Forest
• All paper sourced from sustainable forests
• Green travel plans in place at all of our ofces

This report is specifc to Aegon’s businesses in the UK and follows the detailed recommendations of the
Task Force on Climate-related Financial Disclosures.
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Foreword
The science is clear. The Sixth Assessment Report
of the Intergovernmental Panel on Climate Change
published during 2021 is clear in its fndings – that
human activity has warmed the climate at a rate
that is unprecedented in the last 2,000 years.
Climate change is already afecting every region
across the globe. To limit the impact of climate change
in the future, we all have a role to play in reducing our
environmental impact – helping to
deliver a safer and more prosperous world.
At Aegon, we’re passionate about the impact we have
on the environment and we’re proud of the sustainable
business practices we‘ve already implemented. We’ve
been carbon neutral in our operations since 2016, with
all our electricity coming from renewable sources and
over 85% of our waste being recycled.
During 2021, we substantially increased the
proportion of our workplace default funds invested
in ESG screened and optimised investments. We also
embedded revised governance structures to ensure
efective management of climate risk and carried
out our initial quantitative climate scenario analysis.
Aegon Group became a signatory to the Net Zero
Asset Owners Alliance.
We support the increased regulatory oversight of
climate risk in the UK and the recommendations set
out by the Task Force on Climate-Related Financial

Disclosures (TCFD). We’ve produced this inaugural
Climate-Related Financial Disclosure report ahead of
mandatory disclosure deadlines.
However, we recognise that sustainability issues are
of increasing importance to all of our stakeholders
and we know that we have more to do.
During 2022, we plan to introduce further changes
to our investment proposition – focused on climate
friendly investment choices and efective customer
engagement. We’ll continue to invest in our scenario
modelling capabilities to ensure climate-risk and
opportunity is more fully embedded in strategic
decision making. We’ll also invest in the sustainability
reporting of our unit linked portfolios, supporting
future propositional developments and enhanced
climate reporting going forward.
The expected impacts on our ecosystems and
economic wellbeing under scenarios of unmitigated
climate change make it essential we understand
our exposure to climate risk across our business.
This allows us to respond efectively to protect the
fnancial wellbeing of our customers, present and
future. If we understand how our business is exposed
to fnancial risks from climate change we can manage
those risks efectively – making sure we’re here for the
long-term and helping our customers.

Mike Holliday-Williams
Chief Executive Ofcer, Aegon UK
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Introduction
Purpose of our Climate-Related Financial Disclosure report
A thorough understanding of the risks and opportunities related to climate-change and efective management
of those risks and opportunities, is critical to the long-term success and sustainability of our business. We
recognise the increasing importance of responsible and sustainable business practices to all stakeholders,
whether they're customers, employees, investors or regulators. We believe that we can manage the downside
risks from climate change through efective action and stakeholder communication – leveraging the
opportunities that arise to drive sustainable, long-term business performance.
We welcome the increased regulatory expectations in the UK relating to climate change and recognise
the need for industry to develop efective climate-related disclosures.
We’ve produced this report to set out how we manage the impact of climate change on our business and the
actions we’re taking to enhance our responsible business practices.

Climate change at Aegon
In the UK, Aegon and the wider fnancial services industry have a critical role to play in helping deliver the
targets set out under the Paris Agreement. This includes identifying and mitigating climate risk in our business
and investments, supporting the fow of capital toward climate solutions allowing adaptation and transition,
as well as managing the environmental impact of our own operations. This is essential to support an orderly
transition to a low carbon economy.
It's critical that we’re able to identify and manage the risks from climate change that our business is exposed
to. In line with the expectations set out in the Prudential Regulation Authority’s Supervisory Statement 3/19
(‘Enhancing banks’ and insurers’ approaches to managing the fnancial risks from climate change’), we’ve made
substantial progress in embedding the management of fnancial risks from climate change in our company.
We consider the direct impact of climate change on our business operations to be relatively limited in the shortterm – given the low risk of extensive and extreme physical impacts in the UK – and the resilience of our ofce
buildings and operations to adverse weather events. However, there are signifcant climate-related risks which
our business is exposed to:
•
•
•
•
•

The fnancial markets and the potential impact on asset valuations from climate change directly.
Signifcant legal or policy change.
Uncertain impacts on future levels of mortality and morbidity.
The risk of signifcant changes in consumer sentiment and behaviours.
General levels of economic wellbeing.

To better understand these impacts, we’ve carried out some exploratory scenario analysis under a range of
diferent climate scenarios. The analysis is both qualitative and quantitative and provides valuable insight to
our potential exposure to climate-related risks. However, there are some limitations in our current capabilities
including data availability and modelling limitations. We plan to build on this initial analysis over the coming
years and anticipate that both our own capabilities and regulatory expectations on climate scenario analyses
will evolve rapidly.
While we’re not a required participant in the Bank of England’s ‘Climate Biennial Exploratory Scenarios’ exercise,
we support the aims and objectives and have completed the qualitative assessment for our own beneft
and understanding.
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Introduction
How we defne climate related risks
The risks arising from climate change are potentially far-reaching in breadth and magnitude and could be
strongly correlated. While the size and timing of climate related impacts is uncertain, it’s likely that some
combination of future climate impacts will occur.
We’ve conducted an initial assessment to identify the risks which could be most materially afected by climate
change in the future. We’ve considered all physical, transition and liability risk drivers and the impact of these
over extended time horizons. This enables us to consider the possible outcomes over the short, medium and
long-term.

What we’ve achieved so far
We’ve made substantial progress in developing our overall approach to managing the impact of climate change
on our business:
• Responsible business practices are frmly
established in our operations and set out in our
Sustainability Report. For example, we’ve been
carbon neutral since 2016 and 100% of our
electricity comes from renewable sources.

• Responsible Investment web hubs have been
launched for customers and employers, to help
them navigate regulatory and market changes
and understand the impact of climate change
on investments.

• We have a mature supply chain management
process which is central to our sustainability
agenda. We work collaboratively with partners to
develop systems and processes with a particular
focus on waste, energy and carbon management.

• We've embedded our ESG beliefs and added ESG
self-select funds to the Aegon Master Trust.

• We’ve established an in-house Responsible
Investment team and appointed responsible
investment marketing resource to enhance
customer, employer and adviser engagement.
• A Responsible Investment Policy and an Exclusions
Policy are in place covering all general account
assets. In addition, our insured fund assets are
governed by a Responsible Investment Framework
which sets out our expectations of the asset
managers who manage those investments.

• We’ve launched the Aegon Global Sustainable
Sovereign Bond Fund.
• During 2021, we joined the Institutional Investor
Group on Climate Change, and the Aegon Group
joined the Net Zero Asset Owners Alliance.
• We’ve completed our inaugural climate scenario
modelling under a range of climate warming
scenarios, ahead of explicit regulatory requirements.
• We've produced and published our inaugural
Climate-Related Financial Disclosure report.

• We’ve committed to net zero by 2050 across our
Workplace default funds, halving emissions by
2030 relative to 2019 levels. £11.5 billion of assets
have already been moved into ESG screened and
optimised strategies and we've reduced the carbon
intensity of our Lifepath fund ofering by 21%.
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Summary of disclosure
A summary of our disclosures against each of the TCFD recommended disclosures.
Governance

Strategy

Describe the
board’s oversight of
climate-related risks and
opportunities.

The Aegon UK Group Board has accountability for
all aspects of sustainability in the UK business and
approves the company strategy. Responsibility for
managing fnancial risks from climate change sits
with the individual company Board Risk Committees.
For example, Scottish Equitable plc Risk and
Capital Committee is responsible for overseeing
the fnancial risks from climate change relating to
Scottish Equitable (SE plc).

Describe management’s
role in assessing and
managing climate-related
risks and opportunities.

Management responsibilities relating to climate
change across Aegon in the UK are clearly defned
and embedded in day to day activities. The Aegon
UK Sustainability Board is the management
committee responsible for driving the sustainability
and responsible business agenda across Aegon. The
Aegon UK Chief Actuary is the designated Senior
Management Function with accountability for
managing fnancial risks from climate change.

Describe the
climate-related risks
and opportunities the
organisation has identifed
over the short, medium
and long-term.

The 2021 climate scenario analysis considered all
market and non-market risks to which the business
model is exposed and looked at the potential
impacts over the short, medium and long-term.
The most signifcant risks identifed include the
potential impact on asset valuations and changes
in customer behaviour. Opportunities are identifed
through annual business planning processes and
strategic review. These include the opportunity
to drive growth in new climate solutions, while
infuencing asset management behaviour and
supporting the UK Government’s green growth
agenda.

Describe the impact of
climate-related risks
and opportunities on the
organisation’s, strategy
and fnancial planning.

Impacts of climate change on the business are
of increasing importance to all stakeholders
(customers, employees, shareholders and
regulators). Climate risks could reduce long-term
proftability or cause reputational damage.
However, there are opportunities for those frms
who respond efectively. Clear actions, stakeholder
communications and engagement will allow us to
leverage climate-related opportunities, using our
scale to drive meaningful change.
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Summary of disclosure
Strategy

Describe the resilience of
the organisation’s strategy,
taking into consideration
diferent climate-related
scenarios, including a 2°C
or lower scenario.

This year, we conducted both quantitative and
qualitative climate scenario analyses, looking at
how Scottish Equitable plc could be impacted under
Orderly Transition (1.6°C), Disorderly Transition
(1.6°C) and Failed Transition (3.8°C) scenarios.
While the potential impact on asset valuations is
signifcant over time, the current business strategy
is considered resilient to climate change given the
low risk of extreme physical impacts in the UK in
the short-term and the resilience of our properties
and operational processes.

Risk Management

Describe the organisation’s
processes for identifying
and assessing
climate-related risks.

New and emerging risks are identifed through the
biennial Business Environment Scan. During 2021,
we conducted a detailed qualitative assessment of
our exposure to climate risk across all fnancial and
non-fnancial risk factors, under a range of climate
pathways, drawing on both internal and external
expertise.

Describe the organisation’s
processes for managing
climate-related risks.

Efective management of climate risk is supported
by existing policies for example, our Responsible
Investment Policy and Environmental Policy. We’ll
continue to develop our climate scenario analysis
over the coming years through our risk management
processes as our understanding of the potential
risks deepens. Consideration of climate risks
and opportunities will therefore become more
thoroughly embedded in the business planning
process and strategic decision making.

Describe how processes
for identifying,
assessing and managing
climate-related risks
are integrated into the
organisation’s overall risk
management.

Climate change contributes to a number of diferent
risks across our business. During 2021, we updated
our sustainability risk tolerance and risk philosophy
statements to ensure climate risk is captured
explicitly. Formal policies such as the Responsible
Investment Policy and Environmental Policy are
in place. During 2022, we plan to perform further
scenario analysis to assess downside risk relative to
a run-of stress.
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Summary of disclosure
Metrics and Targets

Disclose the metrics used
by the organisation to
assess climate-related
risks and opportunities in
line with its strategy and
risk management process.

A range of metrics are used to monitor performance
against both responsible business practices
(including greenhouse gas (GHG) emissions, energy
usage and recycling) and delivery of company
sustainability strategy (such as responsible business
benchmark, proportion of assets responsibly
invested and charitable donations).

Disclose Scope 1, Scope
2 and, if appropriate,
Scope 3 greenhouse gas
(GHG) emissions and the
related risks.

The Aegon UK Sustainability Report describes
the application of the Integrated Management
System which ensures the environmental impacts
of business practices are clearly understood. GHG
emissions are reported in line with Streamlined
Energy and Carbon Reporting (SECR) requirements
and are included in this report.
The Aegon UK business scorecard is presented to
the Aegon UK Group Board quarterly. The scorecard
includes a detailed set of Key Performance
Indicators (KPIs) which track progress against all
fve of our strategic pillars. This includes ‘Making a
Positive Impact’ and being a ‘Being a Sustainable
Partner’. KPIs cover a broad range of sustainability
issues including AUA responsibly invested, carbon
reduction targets, charitable donations and staf
volunteer days taken.

Describe the targets used
by the organisation to
manage climate-related
risks and opportunities
and performance against
targets.
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Governance
Our governance of climate-related risks and opportunities
Board oversight
The Aegon UK Group Board ('the Board') is responsible for overseeing the business and is accountable for all
aspects of corporate sustainability – ensuring the long-term resilience of our business model to climate change.
The Board is responsible for setting corporate strategy, with sustainability elements expressed in the UK
through two of our strategic pillars 'Being A Sustainable Partner' and 'Making a Positive Impact'.
The Board considers climate risks and opportunities when setting the annual business plan and tracks progress
on delivery through detailed KPI reporting in our Balanced Scorecard.
In discharging its responsibilities relating to climate change, the Board is supported by various committees, as
illustrated in the UK governance structure below. For example:
• The UK Sustainability Board is a management
committee chaired by a member of the Aegon UK
Group Executive Committee and is responsible for
coordinating the activity required to drive forward
sustainability and responsible business plans. The
UK Sustainability Board meets bi-monthly. It reports
to the Group Sustainability Board and provides
regular progress updates to the Aegon UK Board.
• The quarterly Aegon UK Group Audit Committee
is responsible for the oversight of all external
climate-related disclosures across the UK group.

• The Scottish Equitable plc (SE plc) Risk and Capital
Committee, is responsible for overseeing the
management of fnancial risk from climate change
in respect of the insurance company SE plc, in line
with the expectations set out by the Prudential
Regulation Authority. The Committee meets
quarterly and receives regular updates on
the management of these risks, including a
'teach-in' delivered during 2021. Climate risks
and opportunities are also considered in the SE plc
Own Risk and Solvency Assessment, produced at
least annually.
AUK Group
Investment
Committee

Aegon NV

Aegon UK
Group Board

Origen

Cofunds
Risk & Capital
Committee

AIL
Risk & Capital
Committee

AUKIHL
Risk & Capital
Committee

AUK plc
Risk & Capital
Committee

Aegon Master Trust

AUK Group
Audit
Committee

Scottish Equitable
Policyholders Trust

AUK Group
Remuneration
Committee

SE plc
Risk & Capital
Committee

SE With
Profts Forum

SE Independent
Governance
Committee

Aegon UK Group Board is the statutory board for Aegon UK plc (AUK plc), Aegon UK Investment Holdings (AUKIHL,
Aegon Investment Ltd (AIL), Cofunds Ltd (Cofunds) and Scottish Equitable plc (SE plc)

AUK Group
Nomination
Committee
AUK
Corporate
Services
Pension
Geeks
Ltd

Aegon UK Group Executive Committee

UK Sustainability Board
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Governance
Case Study – UK climate governance in action
The Aegon Group global governance structure was revised during 2021 to enhance the management of
climate change across the Group and ensure appropriate focus on sustainability. A new Global Sustainability
Board has been introduced, along with individual country unit Sustainability Boards, as set out in the
governance structure below.
Responsibility for Aegon’s management of climate risk globally sits with the Management Board and the Global
Sustainability Board. The Global Sustainability Board determines the strategy, scope and targets for Aegon’s
global ESG ofering within the Group’s strategy as set by the Management Board. It’s responsible for reviewing
progress against individual business unit targets to ensure overall Group targets can be met. The Management
Board is responsible for approving the strategy, scope and targets for Aegon’s global ESG ofering within the
Group strategy.

Contributing
Functions

Aegon Management Board

Data
Investor
Relations
Finance

Global Sustainability Board
Customer
Services
Brands &
Communications

Topic Specifc
Sustainability
(Steering)
Committees

Risk

Membership
• Three Management Board
Members
• BU Sustainability Board Chairs
• Chief Investment Ofcers
• Responsible Investment

• Inclusion & Diversity
• Corporate Sustainability
• Guests: contributing departments
and chairs of topic specifc
sustainability Committees

Corporate
Sustainability
Team

Human
Resources
Underwriting
Legal &
Compliance
Responsible
Investing

Business Unit Sustainability Boards
NL Sustainability
Board

UK Sustainability
Board

US Sustainability
Board

AMM Sustainability
Board

International
Sustainability Board
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Governance
Management’s Role
Management responsibilities relating to climate change across the Aegon Group are clearly defned and
embedded in day to day activities.
• The Aegon UK Sustainability Board has been
established as the key management committee
responsible for driving forward the sustainability
agenda across our company in the UK. The
Committee is chaired by the General Counsel and
Company Secretary, who is Executive advocate
for the 'Positive Impact' pillar of our strategy.
The Aegon UK Sustainability Board is responsible
for ensuring a regular update on those activities
is provided to the Aegon UK Group Board, either
as a stand-alone item or part of the Executive
Management Report.
• The Aegon UK Group Investment Committee
oversees and approves on behalf of the Aegon UK
Group Board matters relating to the management
of the investment proposition and performance of
customer funds across each of our businesses in
the UK. Sustainability and responsible investment
are within its remit and responsibilities. It receives
updates and reports from the Management
Investment Committee and it reports its business to
the Aegon UK Group Board.
• The Management Investment Committee
(MIC) is responsible for the overall investment
proposition of Aegon in the UK, setting and
overseeing investment mandates, and overseeing
key investment advisory contracts. Sustainability
and Responsible Investment considerations are
embedded in the MIC decision making processes.

• The Aegon UK Chief Actuary is the designated
Senior Management Function with responsibility for
identifying and managing fnancial risk from climate
change, in line with the Prudential Regulation
Authority’s expectations.
• Head of Property Services has management
responsibility for implementing Responsible
Business practices across the UK, as set out
in our internal Environmental Policy and our
Sustainability Report.
• During 2021, we appointed a new Head of
Responsible Investment who is responsible for
overseeing delivery of our Responsible Investment
Strategy. This includes the activity required to
support the net zero targets which have been put
in place across our asset portfolios. The work is
governed through the Responsible Investment
Steering Committee, which reports into the
Management Investment Committee and is
supported in turn by a fortnightly Responsible
Investment Working Group.
• During 2021, Aegon appointed a new Global
Head of Corporate Sustainability responsible for
ensuring Aegon remains a sustainable business,
meeting its obligations towards individuals, society
and the environment.
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Governance
Case study – management decision making
We partnered with Aegon Asset Management and the Global Ethical Finance Initiative (GEFI) to introduce
the new Aegon Global Sustainable Sovereign Bond Fund, with a £100 million investment from our Universal
Balance Collection workplace default fund. The fund was the frst product made available on GEFI’s new
Sustainable Development Goal (SDG) Product Platform, the result of a collaboration between the GEFI and
the United Nations Development Programme (UNDP) to facilitate the development of innovative fnancial
products that are SDG aligned.
The fund, which is managed by Aegon Asset Management’s government bond specialists with support
from their global responsible investment team, invests in fnancially strong countries that contribute to
improvements in sustainability targets as defned by the UN SDGs. Including the fund in our proposition
allows us to invest in strategies that consider sustainability and climate change across a broader range
of asset classes, including sovereign bonds. When introducing the new fund, the Aegon Management
Investment Committee discussed and approved the initial investment of £100 million.
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Strategy
Our strategy on climate-related risks and opportunities
As a life insurer and long-term savings provider in the UK, we consider the direct impact of climate change
on our business operations to be relatively limited in the short-term. We have a proven hybrid working model,
providing fexibility and protection for our employees. We consider our ofce buildings and operations resilient –
given likely adverse weather events and the low risk of more extreme physical impacts in the UK.
However, we recognise a signifcant risk from the wider macro-economic impacts from climate change, the
likelihood of signifcant policy change and the signifcant impact this could have on our customers. Climate risk is
therefore likely to afect asset valuations, customer behaviour and individual fnancial wellbeing and could have
a material impact on counterparties. As such, efective management of the risks and opportunities from climate
change is essential to ensure we meet our purpose.

How we defne climate risks
In assessing the potential risks to Aegon from climate change, we consider all risks arising from physical,
transition and liability drivers, which we view as follows:
• Transition risk – the risk arising from the changes required to support the transition to a sustainable,
low-carbon economy, including those driven by policy and technology changes.
• Physical risk – the risk arising from changes in the natural system attributable to climate-change. For
example, temperature and precipitation changes, or frequency and severity of extreme weather events.
Physical risks can be both acute (event driven) and chronic (long-term) in nature.
• Liability risk – the risk that individuals or businesses seek compensation for losses sufered from the efects
of physical or transition risks for which they hold organisations responsible. Liability risk is considered a subset
of both transition risk and physical risk.
We recognise the risks arising from climate change are potentially far-reaching in breadth and magnitude and
could be strongly correlated. While exact outcomes are uncertain, there is a high degree of certainty that some
combination of physical and transition risk factors will occur. The impact on both our customers savings and
investments, and the environment and economy around them, is undeniable.
We’ve considered the potential for climate risk to
emerge over an extended time horizon. This enables
us to consider.
• Short-term risks – which impact over the term
of the business planning window.
• Medium-term risks – covering the period
within which much of the pricing-in of
transition risk may occur in markets.
• Long-term risks – resulting from the gradual
physical impacts emerging over time under
extreme warming scenarios.
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Strategy
Risks and opportunities
The table below summarises the risks from climate change that we consider could have the most material
impact on our business model.
Risk

Potential impact

Market risk

Risk that broader macro-economic impacts from climate change drive lower asset
valuations, higher defaults and increased volatility. Potential impacts on interest rates and
infation are unclear. Impacts can vary by warming pathway, geography and company level
activity. Transitional afects dominate under orderly and disorderly transition pathways and
physical efects dominate under a failed transition pathway. Change can be driven by actual
experience or a change in future expected experience.

Counterparty
risk

Risk of increased defaults from counterparties. Risk that reinsurer capacity reduces or
cost of reinsurance increases. Reinsurance arrangements are a particular focus given the
long-term nature of climate risk and the potential for reinsurers to be exposed to a broad
range of climate risks. Driven by both physical and transition risk factors.

Expense risk

Risk of higher operational expenses. For example, supply chain costs, regulatory compliance
or legal costs, investment in facilities, adaptations in the operating model. Driven by both
physical and transition risk factors.

Mortality

Risk of higher levels of mortality as a direct consequence of climate change / extreme
weather events or the indirect impact on individual wellbeing levels driven by worsening
economic conditions. Predominantly driven by physical risks.

Longevity

Milder winters, cleaner environments and improved air quality on green transition may lead
to increasing lifespans. This is a good thing for individual customers but may increase the
cost of some pension provision. Could be driven by both physical and transition risk factors.

Morbidity

Risk of higher levels of morbidity. For example, through deterioration in air quality in failed
transition scenarios or chronic changes in weather patterns such as prolonged heatwaves,
or severe winters. Predominantly due to physical risks.

Customer
behaviour

Risk of lower customer retention rates or lower contribution levels driven by lower levels of
fnancial wellbeing. Risk that business response to climate change is viewed as inadequate
or lagging peers. Predominantly due to transition risks but with the impact of physical risks
growing over time.
Risk that disruptions in the supply chain afects processing or business systems. Driven by
both physical and transition risk factors.

Operational risk
Legal,
Regulatory,
Conduct &
Compliance

Risk that regulatory change drives additional cost into the business or necessitates changes
in the business model. This is predominantly a transition risk.
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Strategy
The broader impacts of climate change and the timeframes within which they could
materialise are uncertain therefore, the risks we’re exposed to are uncertain. To ensure
all new and emerging risks are captured and considered, we conduct a biennial Business
Environment Scan (BES).
The aim of the scan is to identify risks and opportunities which could have a signifcant impact on our fnancial
strength, competitive position or reputation. It functions as a check on the ongoing appropriateness
of the risk universe, to ensure completeness of our risk assessment and to provide input for ongoing strategy
development. The BES is performed on a biennial basis, with annual updates for signifcant changes. Climate
change and loss of biodiversity are covered explicitly under the BES process.
The potential impacts of the risks are assessed through regular, comprehensive stress and scenario testing. We
expect that our understanding of these risks will develop over time and that our stress and scenario testing will
evolve accordingly.
While there are risks associated with climate change, there are also opportunities that may arise from the
transition process. We believe those frms who respond efectively to policy change and technological
developments and recognise the change in consumer behaviours and expectations, will be well placed to beneft
from these opportunities.
At Aegon, climate opportunities are identifed through our annual business planning cycle and the biennial
Business Environment Scan. We’ve identifed opportunities relating specifcally to climate change which we
believe will help mitigate the downside risks and help support the transition to a low carbon economy.
These include the opportunity to:
• Leverage our scale in the market to drive
meaningful change in asset management practices,
ensuring that climate disclosures are comprehensive
and that portfolio emissions are actively managed,
helping climate de-risk our asset portfolios.
• Help to educate our Workplace and Retail clients on
the broader impacts of climate change and help to
build an understanding of, and demand for, climate
risk management through pensions and savings.

• Drive growth in new climate solutions in our
active fund portfolio through efective customer
engagement.
• Support the UK government's green growth agenda
by engaging in industry and policy dialogue to
support the sustainable transition. Whilst ofering
sustainable investment solutions, including those
with specifc environmental aims such as ocean
health and biodiversity.

We also have the opportunity to drive growth in
our business through efective climate disclosures –
highlighting both our responsible business practices
and our approach to climate risk management, building
customer advocacy and loyalty.
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Strategy
How climate change afects our UK businesses
The main exposure to climate change comes from the potential impact on own assets and customer fund
holdings and the resulting impact on future fee income, or on operating expenses.
Our initial scenario analysis highlights that some parts of the asset portfolios are more resilient to climate
change than others. For example, our general account assets are predominantly UK cash and bonds. These are
typically more resilient than the assets backing the unit linked portfolio – which have a higher proportion of
equity holdings, as well as a wider geographic and sectoral spread. The potential impact of climate change on
the unit linked portfolio would vary signifcantly under diferent climate pathways. The risks can be mitigated to
some extent by ensuring an appropriate exposure to ‘sustainable’ assets which should be well placed to perform
well in the long-term.
We have no direct control over our customers investment choices. However, we ensure that we have sustainable
investment options and efective disclosure of fund characteristics available to both customers and advisers.
We’ve already taken signifcant action where it’s possible to do so. We’ve substantially increased the Responsible
Investment components of our workplace defaults funds and announced our commitment to transition to net
zero on this portfolio.
The development of our overall investment proposition will be central to our climate strategy going forward,
ensuring that we both seek to decarbonise and manage climate risk in our portfolio. Identify ways to leverage
our scale in the market to drive meaningful change in asset management practices and a reduction in real world
emissions. Ensuring efective customer engagement on climate matters is in place and making climate friendly
investment solutions available to those customers that want them, will be key to supporting the low-carbon
transition across our propositions.
To support these initiatives and to help us meet future disclosure requirements, we have procured detailed
climate analysis and reporting capability from MSCI covering our unit fund holdings. The initial scope of the MSCI
analytics is limited to corporate pension schemes in scope of DWP reporting, including the Aegon Master Trust.
However, we plan to extend coverage across our entire unit linked portfolio during 2022.
Our Responsible Investment Policy and Exclusion Policy will continue to cover all general account and
shareholder assets and will support the actions required on these portfolios to support the broader transition
to net zero.
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Strategy
Our climate strategy
Our strategic response to climate change is centred around the ongoing development of our investment
proposition. During 2021, the Management Investment Committee reviewed our Responsible Investment
Strategy. The key priorities supporting delivery of this strategy include the development of:
• An Aegon Stewardship Policy which will include our approach to shareholder voting and engagement.
• The Aegon Responsible Investment expectations for external asset managers and a scorecard to assess
against these expectations.
• A roadmap supporting our journey to net zero on our default funds and communication of progress made
towards these targets to date.
Transition of existing assets within our default funds to ESG screened solutions is ongoing. Our approach is to
ensure that where changes are made to increase ESG allocations, these are carried out in such a way that the
exposure to climate risk remains within the existing fund objectives and the overall expected level of risk and
return is maintained.
Other activities planned on the wider investment proposition include:
• Adding ESG self-select funds to our active fund range.
• Introducing an ESG framework to our fund governance process.
• Developing enhanced reporting of climate related metrics.
• Targeted investment in environmental initiatives, including those relating to biodiversity and ocean health.

Case study – Workplace Default Funds
During 2021 we transitioned over £11.5 billion of
workplace default fund assets to ESG screened
and optimised strategies. As a result of these
changes, our TargetPlan LifePath default
funds now have 80% of assets for growthstage savers invested in ESG-screened and
optimised index funds from BlackRock. These
funds optimise ESG scores and have a lower
portfolio carbon footprint, while exhibiting risk
and return characteristics similar to those of the
equivalent non-ESG index. The funds also include
an exclusion to thermal coal production, in line
with global calls to end fnancing of coal and the
COP26 agreement to phase down usage.
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Strategy
Resilience to climate-related scenarios
This year, we conducted our frst quantitative climate scenario analysis exercise. This assessed the potential
impacts on the combined SE plc asset portfolios under orderly, disorderly and failed transition scenarios, over
short, medium and long-term time horizons. The exploratory analysis provides valuable insight into the potential
impacts on our business under a range of plausible climate outcomes.
The scenarios considered were based on the Cambridge Econometrics E3ME econometrics model and Ortec
ClimateMAPS fnancial model:
• Paris Orderly Transition assumes that transition
towards a low carbon, climate-resilient economy
through policy measures and technology occurs
as smoothly as possible and that market pricingin happens gradually over the 2021-25 period.
Physical impacts in this scenario are in line with 1.6C
warming by the end of the century.
• Paris Disorderly Transition assumes that the
transition occurs rapidly and disruptively in 2025 and
that a sudden sentiment shock at this time leads to
market falls and stranded assets. Physical impacts
in this scenario are in line with those under the Paris
Orderly Transition as both scenarios lead to the
same long-term warming outcome.

• Paris Failed Transition efectively assumes that
existing global policy continues and that no material
transition occurs. In this scenario, the warming
targets in the Paris Agreement are not met and
global temperatures increase well beyond 3.8C by
the end of the century. Under this scenario, physical
risks dominate. Market re-pricing due to physical
risks anticipated before 2050 is assumed to happen
by the end of the decade, with further repricing due
to physical risks beyond 2050 assumed to happen
from the mid-2030s.

The exercise identifed which components of Aegon's asset portfolios are more materially exposed to physical
and/or transition risks. These risks were assessed relative to a scenario where all existing policies and past
physical impacts are assumed to have been priced in by markets, but no future transition policies or future
physical risks are accounted for.
In the short and medium-term:
• Transition risks under the Orderly and Disorderly Transition scenarios have meaningful impacts on performance
over the next 5 years, refecting a sudden shock to market sentiment and a repricing of assets during that
period.
• Under a Failed Transition scenario, physical risks become increasingly impactful. While market impacts are low
initially due to lack of transition risk, within the next 10 to 15 years downside risk is material compared to an
Orderly Transition scenario.
In the longer-term:
• Physical risks under a Failed Transition scenario trigger severe negative impacts globally. By 2040, as physical
risks have been priced in by markets, the total market performance under such scenarios is worse than
under either of the transition pathways. This situation only worsens with time – by 2060 market values are
substantially lower.
Looking ahead, we plan to perform climate scenario analysis at least annually. In the frst instance, we intend
to build on the work performed to date through a broader quantitative analysis of climate risk during 2022.
We expect our climate modelling capabilities to develop signifcantly over the coming years, while remaining
proportionate as we develop our understanding of the risks to which we are exposed.
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Risk management
Our management of climate-related risks
Risk management at Aegon
Our Risk function is led by the UK Chief Risk Ofcer who has reporting lines to the Group Chief Risk Ofcer (CRO)
and the UK Chief Executive Ofcer (CEO). Together with the Group Risk department of Aegon in the Netherlands
and the relevant Risk Committees this forms the second line of defence.
The main responsibilities of the Risk function include:
• The development and maintenance of the Enterprise Risk Management (ERM) framework.
• Monitoring risk exposures and compliance with the risk policies, in particular risk tolerance
and risk policy limits.
• Ensuring appropriate risk management information is prepared for use by Management,
Executive and Risk Committees.
• Ownership and oversight of the implementation of the SE plc Partial Internal Model.
Our risk appetite and risk tolerance guide our response to all risks, including climate risk. Risk appetite describes
how we think about, measure, manage and monitor risk. Risk tolerance expresses risk appetite in qualitative
and quantitative form. Sustainability was added as a new risk tolerance during 2021, with our aim to minimise
our own environmental impact and support our customers by minimising the environmental impact from our
products.
With the current limitations on measurement there are no direct limits seeking to control climate risk. The
overall framework seeks to focus on risks which deliver an acceptable balance between risk and return and
maintain an appropriate balance between risks. Measurement is better developed in our own operations, as
refected within the current targets we have in place.

How we approach climate-related risks
In assessing the potential risks to Aegon from climate change, we consider all risks arising from physical,
transition and liability drivers.
The impacts of climate change will be far-reaching in breadth and magnitude. We expect they'll impact our
experience across diferent elements of our risk universe. However, linking climate change impacts to the risk
universe is not straightforward. Experience may emerge quickly for some elements of the risk universe and
more slowly for others. For example, equity prices may react to event driven physical risks or government policy
changes that aim to promote transition, while the impact on longevity may take longer to become apparent.
We understand that our ability to manage the impacts of climate change on our business may be afected by
factors outside our control. We‘ll continue to review the way in which we manage climate risk as the physical
and transitional efects become clearer, our understanding of the potential impacts improves and best practice
emerges.
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Risk management
Risk identifcation and assessment
The risks from climate change will emerge through our current risk exposures. Our risk framework sets out the
policies and processes for identifying and assessing these risks. Our Emerging Risk process identifed climate risk
as an issue and work has been undertaken to improve our understanding of the potential impacts. The key risks
are driven by the materiality of our exposure and the likelihood of impacts in the event of climate impact being
experienced as described above.
Regulatory developments are tracked through horizon scanning of the political and regulatory outlook. When
initiatives are identifed these are rated for potential impacts and tracked through a cycle of engagement and
planning to implementation. Regulatory initiatives related to climate change follow this same path.
The assessment of climate-related risks involves a mixture of judgement and consideration of specialist external
input. The long-term nature of climate risk is taken into consideration in assessing the potential impact of
climate risk. For some elements of the business, the impact can only be assessed by considering the impact on
long-term projections. For these purposes, a comparison to the long-term projections used in assessing run-of
is being used. This approach is particularly relevant to market risks impacting our investment portfolios. The
climate afected projections use input from the Ortec Climate MAPS fnancial model.
Other areas of risk exposure have less well-developed external consideration of the long-term impacts. These
have been considered through workshop discussion among relevant specialists in the business with input and
support from external parties.

How we integrate climate risk into the risk management framework
The Aegon Risk Universe is summarised into four risk categories and more granular risk types:

Investment and counterparty risk
•
•
•
•

Fixed income (credit)
Default / Migration
Spread
Equity

• Alternative
investment
• Counterparty
• Equity volatility

Operational and conduct risk
•
•
•
•

Business
Tax
Financial crime
Processing

• Systems &
business disruption
• People
• Facility
• Legal, regulatory,
conduct & compliance

Mismatch risk
• Interest rate
• Interest rate
volatility

• Currency
• Liquidity

Underwriting risk
• Mortality / longevity
• Morbidity
• Persistency

• Property & casualty
• Expense
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Risk management
Balanced Exposures limits are set to manage concentration and diversifcation of risk. These limits are set as
pre-tax, pre-diversifed Solvency Capital Requirements at the individual risk level. Consideration of climate risk
through these limits is indirect rather than direct. This means that no specifc limits are defned for climate risk
itself, which is instead viewed as a factor afecting other individual risks. For example, the risk limit for equity
includes the potential impact of climate change on individual companies and fnancial markets.
A suite of risk policies supports the management of risk, including more granular controls around diferent
aspects of operational risk. Where relevant, consideration of climate risk is being incorporated into these policies
through the annual policy review cycle.
The group-wide Responsible Investment Policy is applied for the investment of shareholder funds and includes
exclusions relevant to climate change for companies involved in thermal coal and in oil sands extraction and
transportation.
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Metrics and targets
Our climate change metrics and targets
We set a number of sustainability targets and monitor progress in delivering against these on an ongoing basis.
However, we recognise there is more to do to enhance our reporting capabilities. The investment we've made in
procuring detailed analytical capability from MSCI will dramatically improve our ability to report on a range of
diferent climate metrics and targets across our asset portfolios. We expect the scope of the MSCI analytics to
expand during 2022 to cover the entire unit linked portfolio.

Our operational metrics
We have a strong track record in managing the environmental footprint and broader sustainability of our own
operations and aim to be in the top quartile of responsible businesses in the UK by 2025.
The Aegon Sustainability Report sets out our credentials in this area:
• We’ve been carbon neutral since 2016, with global ofsets managed at an Aegon Group level.
• All GHG emissions are monitored and managed through our Integrated Management System which
complies with the requirement of ISO 9001, ISO 14001, ISO 50001 and ISO 45001. We report under both
the Streamlined Energy and Carbon Reporting (SECR) scheme and the UK Governments Energy Savings
Opportunity Scheme (ESOS).
• We procure 100% of electricity from renewable sources. For the period 2019 to 2020, this comprised 41%
wind, 21.5% Solar, 21% Hydro, 16.5% Thermal.
• Annual targets on overall energy consumption levels are set relative to the ‘best observed performance to
date’. The 2021 energy consumption target is a 1% reduction on 2018 which is the best period on record.
Electricity, gas and water levels are monitored continuously to identify any unusual emerging trends and to
ensure annual targets are being met.
• We have a mature waste management process. Over 85% of all our waste is recycled, food waste is
composted and no waste goes to landfll.
• Where possible, redundant assets such as furniture, carpeting and mechanical or electrical assets are reused
elsewhere or repurposed. For example, 178 used laptops were donated to charitable organisations during H1
2021.
• Green travel plans are in place across all key sites including, systems tracking live public transport status and
support for cycle to work.
• Our vehicle feet is ranked top quartile against peers. All road mileage and CO2 emissions from own feet and
taxis are continuously tracked.
• Air and rail travel mileage and CO2 emissions are continuously tracked to ensure annual targets are being met.
• All paper is sourced from sustainable forests. Our paper usage is continuously monitored and is declining yearon-year as we develop and enhance digital customer communications and implement other initiatives such as
duplex printing.
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Metrics and targets
Greenhouse gas emissions
Scope 1, 2 and 3 GHG emissions are monitored and managed through our Integrated Management System and
reported in line with the Streamline Energy and Carbon Reporting requirements. In managing emissions, we frst
look to reduce activities with a carbon footprint as far as possible and then substitute remaining activities with
low emission alternatives where feasible. Residual emissions are ofset at a global level, allowing us to remain
carbon neutral in our operations since 2016. Examples of ofsetting projects globally include a Verifed Carbon
Standard deforestation initiative in Brazil and a Voluntary Emission Reduction project in China to help eliminate
atmospheric methane emissions.
The table below shows the total gross GHG emissions of business operations across Aegon before ofsetting.
Figures include Aegon UK plc, Scottish Equitable plc, Cofunds Ltd and Origen Ltd.
Aegon UK

2021 emissions (tCO2e)

2020 emissions (tCO2e)

Scope 1 –
Direct GHG Emissions

-–

622

637

Scope 1 –
Business travel

-–

15

38

Scope 2 –
Purchased Electricity

Location Based

752

950

Market Based

79

n/a

38

5

Location Based

1,427

1,630

Market Based

754

n/a

Scope 3 –
Business travel
Total emissions

We purchase 100% certifed renewable electricity from diferent suppliers for our own ofce buildings. Under
SECR, it’s mandatory to report purchased electricity using the grid-price factor for electricity (‘location-based’).
However, organisations may also voluntarily carry out dual reporting using ‘market based’ emissions factors from
specifc suppliers to refect the amount of renewable electricity purchased. From 2021 we’re reporting both
location and market-based emissions. Emissions from 100% certifed renewable electricity are zero rated under
market-based reporting.
Fuel used for business travel by air, rail, or taxi is out of scope for SECR reporting, but can be included on a
voluntary basis. These emissions are not included in the 2020 fgures above but have been included in 2021.
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Metrics and targets
Our carbon targets
• Aegon Group signed up to NZAOA in 2021, with a commitment to reduce the weighted average carbon
intensity of corporate bonds and listed equity held in the General Account by 25% by end 2025, relative to
2019 levels. This is the frst step in the journey to transitioning the General Account to net-zero by 2050.
• We aim to be carbon neutral across the entire Workplace default fund ofering by 2050, halving emissions by
2030 relative to 2019 levels.
• We’ve been carbon neutral in operations since 2016 and aims to remain so, while further reducing the overall
level of GHG emissions.
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What we’re doing next
Looking ahead, we expect to:
• Continue to invest in our scenario modelling capabilities, to ensure climate-risk and opportunity is more
fully integrated in business planning processes and strategic decision making.
• Drive further propositional change, with a key focus on the ESG strategy. This includes supporting the
transition of workplace default funds to net zero, and the availability of climate friendly investment
choices in our active portfolio, and efective customer engagement and education.
• Invest in the sustainability reporting of our unit linked portfolios. This will provide a broad range of
climate data points, supporting future propositional developments and enhanced TCFD reporting,
at both a frm level and for large occupational pension clients.
• Develop a Stewardship Policy and Stewardship Framework as frst steps towards signing the UK
Stewardship Code.

To support Aegon Group targets under the Net Zero Asset Owners Alliance, we:
• Have committed to a 25% reduction in the carbon footprint of in-scope General Account assets by
2025, relative to 2019 levels.
• Will establish periodic monitoring to ensure that the existing portfolio is running of in line with our
forecasts and that commitments remain on track.
• Will take action as necessary to disinvest from any new entries to the exclusions list or to support wider
group objectives.
• Will test any new investments against the commitments we make here, with any new mandates
including appropriate ESG criteria.
• Will work with Aegon Asset Management under existing investment management agreements to ensure
that stewardship activity takes place in line with our objectives.
• Will consider real-world impacts of any trading where rebalancing is required to remain aligned with our
objectives for example, to avoid ‘green-washing’.

aegon.co.uk

@aegonuk
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