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1. Thenet zero transition presentssignificantopportunities for our business. Overall,
we see the net zero transition as economically essential and a shift which isopening
up new markets, products and opportunities for companies and consumers.

Thetransition presents opportunitiesin new insurance offerings/markets-for
example,ourrenewable infrastructure underwriting portfolio isnow more than
150% of the size of the fossil fuel power generationbookwe exited in 2019.

By buildingresponsibilityinto all ourinvestment processes we improve ourrisk
management and investmentperformance, while at the same time help to create
more sustainable investmentsolutions fit for the future.

Ourapproach to climate action has become a differentiator for us asacompany
with clients,customers & employees.

2. Thereare challenges, but withoutthe net zero transition climate change poses a
fundamental threat to our business.

Fortheinsurance business modelto survive,and products it deliversto
consumers,climate change must be addressed. In any increasingwarming
scenario - 1.5°C-4°Cand beyond - somerisks are going to be unaffordablefor
many to insure against and ultimately, somerisks will just become uninsurable.
And when that happens,insurance will cease to have a purpose.

As an asset owner and manager,our modelling shows thatin the current business
as usual scenario extreme physical risk will negatively impact long-term
investment returnson equities, corporate bonds, real estate, real estate loansand
sovereign exposures.

3. Firmscannotsolve the climatecrisis alone. We need a supportive and holistic policy
environmentthat is needed to underpin change on this scale, including:

A Net Zero Investment Planfor green growth

A UK economy-wide net zero transition plan
Policy incentives for transition solutions

Reform ofthe International Financial Architecture
See questions 6-10 for more information
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Aviva’s net zero goals

We have an opportunity to useinsurance and investments as an enabler of real changein thereal
economy,to improve resilience and drive decarbonisation - and as aresponsible fiduciary of our
clients capital & premiums we believe thatwe can help accelerate the globalmovetowards a net
zero economy.

That’swhat underpinsour planto become a Net Zero company by 2040:

e Wewill achieve net zero across our scope 1and 2 and supply chain by 2030

e Wewill achieve netzero across ourinvestmentsand insurance (including scope 3) by 2040

e By2025,weplanto cutthecarbonintensity of ourinvestments by 25%.

e Andby2030,we planto cut the carbonintensity of our investments by 60%. That’s ahead
ofthe Paris aligned target of 50% cuts by 2030.

e Weare setting Science-Based Targets aligned to a 1.5 degree pathway for ouroperations,
supply chain and investments,and our climategoals will be delivered in away that
contributes to tackling the related challenges on biodiversityand nature.

1. What growth benefits/opportunities have you had, or do you

envisage having, from the net zero transition?

Thenet zero transition presentssignificant opportunities across our business. Overall,we see the
net zero transition as economically essentialand a shift which is opening up new markets,
products and opportunities for companies and consumers.

We have an opportunityto useinsurance as an enabler of real changein the real economy, to
improveresilience and drive decarbonisation - and as a responsible steward of our client’s capital
and premiums we believe thatwe can help accelerate the global movetowards a net zero
economy.

Therequired speed and scale of net zero transitionis well known through allrelated climate
science. Addressingthe net zero transition as urgently as the science requires opens up amajor
opportunity forthe UKto be at the forefront of theglobaleconomic transformation. Moving too
slowwerisk being left behind economically,alongside the associated and seriousphysical,
economicand societal risks.

Customer, client and employee engagement

Our approach to climate action is a differentiator for us as a company with clients, customers &
employees.Inrecent years there’s been a shift from climate being something we wereasking clients
and customers about, to something they come to us about. Harnessing that competitiveness to
drive standards up will be really powerful. This growing interest and expectations in both
Environmental, Social and Governance (ESG) factors and net zero presents us with many
opportunities;new customers, higher customer retention, employee satisfaction and retention, and
the development of new products and services to meet this growing market. See Q2 for further
details on shifting customer andclient expectations on ESG and net zero.
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Opportunities ininsurance

Thenet zero transition presentsmanynew and evolving opportunities for our business including
the opportunity to develop products for new and growing technologies and markets. Analysis
conducted by BCG indicates that the size of the UK general insurance marketcouldincrease by up
to £20bn dueto replacement of existing insured assets with low carbon assets(such as EVs and
low carbon properties),and only £4bnofthe marketwould be lostthroughthe gradual decline of
certain industrial activities.

We wantto makeit easy for customers to make climate friendly choices and support people asthe
economy changes,which is why we’ve developed products thatenable and drive the netzero
transition. At last count we offered over 30 green products:

e Renewableenergy: Threeyearsago,westoppedinsuring standaloneoperational
fossil fuel power and replaced it with arenewable energy offering. Ourrenewable
portfolio isnow more than 150% of the size of the fossil fuel power generationbook
we exited'. We underwrite renewable energy projects on allsix continents. Most
recently we have begun to write renewable energy project fromour Irish and Canadian
business generating £346m Gross Written Premiumsin Q32022 (see case study below).

e Electric vehicles (EVs) and charging points: We have introduced bespoke electric
vehicle policiesin Canada and have updated our UK motorinsurance products to add
new features for EVs. The share of EVs we insureis growing,and we are overweightin
our market share.In addition,we’re one of thefirstinsurersin the UKto launcha
standalone insurance product covering EV charging points (see case study below).

e Homeinsurance:Inthe UK, unlike with many otherinsurers, solar panels onresidential
roofs,and heat-pumps attract no additional premium for Aviva customers.

e Sustainable claims: When paying out claims, we also have the opportunity to reduce
environmental impact through repair and restoration where possible.

Opportunities in investments

Research by Boston Consulting Group,commissioned by theABI, showedthat ABIl members could
invest up to £900 billion in the UK’s Net Zero transition;this could make up one-third of the total
institutional investment required to meetthe UK’s target of a 78% reduction in emissions by 2035%

Investingresponsiblyisin the bestinterests of ourcustomersand our shareholders. By building
responsibility into allourinvestment processeswe aim to improve our risk managementand
investment performance, while at the same time helpto create more sustainableinvestment
solutions fit forthe future.Wedo notdoitat acostto investors - weintend to doitin away that
maximises the positive returnsfor them.

Thefinancial sector’srolein the economymeansthat asinvestors we can support thedriveto a
net zero economy. Net zero represents both a businesscontinuity imperative and a growth
opportunity. Aviva Investorshas taken a proactive,responsible investmentapproachsince the
1970s. The UK’s commitment to net zero has accelerated theinterestanddemand in this area
from ourclientsin recentyears.

! Avivaplc, Aviva powersup renewable energy insurance as it taps into net zero commitments, 2022
2 Association of British Insurers, ABI Climate Change Roadmap, 2022
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Asresponsible and active investorswe have a crucial role supportingthe net zero transition. This
is done by investingin technologies and companies aligned to netzero as well as usingour
position asinvestorsto help transition polluting assets to being greener (see case study on
engagementon climate below). Investmentsin net zero supporting productsand technologies
include onshore andoffshore wind, rooftop solar, energy efficient buildings, low-carbon public
transport, nature-basedsolutions for carbonsequestration. Examplesacross Aviva Investors and
ourannuities businessinclude:

Renewable energy: Thisis one of the sectors offering greatest long-term relative value as
investors.Wenow haveover £2.5billioninvested in renewable energy and its associated
infrastructure.

o In2018Avivalnvestorsinvested £400 million towards theconstructionof Hornsea
One, the world’s largest offshorewindfarm situated in the North Sea, which
generates enoughelectricity to supply overone million UKhomes.

o In2020Avivalnvestors provided financing towards theacquisition of the Galloper
Wind Farm offshore transmission operator assets, which can produce enough
energy to power 380,000 homesin the UK.

o In2021Avivalnvestorsacquired a portfolio of 2,939 rooftopsolar panels andtwo
ground-mounted solar installations. These have an installed capacity of 12.6MW,
the equivalent of meeting the energy demands of 13,500 localhomes peryear.

Waste to energy: We invested over £350m in the UK waste-to-energy sector,recognising
that efficientrecyclingand responsible transformation of waste plays a key rolein
protecting the environment, with significant technological developments anticipatedin
thenearfuture.

EVinfrastructure:We’reinvesting £110m in EVinfrastructure through equityandroll out
acrossourreal estate as part of our Climate Transition Strategy.

Real estate: As of May 2022, we have originated £1.04 billion in climate transition-focused
real estate loans,surpassingour2025targetof £1bn threeyears early.

Transport:We made a further private investmentin the UK rail sector,where we now have
over £3billioninvested.

Ports: We provided innovative financing to Associated British Ports (ABP) with a
sustainability-linkedinterestrate ‘swap repack’ which we believe to be thefirst of its kind.
ABPis the ownerof21 UK ports and handles around 25% of the UK’s seaborne trade.The
performance targets onthe 30-yeartransactioninclude a significant reduction in
greenhouse gas emissions.

Sustainable transition fund range: since 2019 Aviva Investorshas created arange of
funds which are underpinnedby the UN Sustainable DevelopmentGoals. Theclimate
related fundsidentify and investin companies offering goods and services for climate
change mitigation and those positivelyaligning to and orientating their businessmodels
to beresilientin a warmer climate and alow carbon economy. The fund focused on
natural capitalinvestsin companiesthat provide solutions and are transitioning their
businessmodelsacross the themesof sustainable land,sustainable oceans, the circular
economy and climate change?

3 Aviva Investors, Aviva Investors expands sustainable transition range with launch of Social Transition and
Natural Capital Transition funds; Aviva Investors expands Climate Transition range with launch of Climate

Transition Real Assets Fund, 2021
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e Nature-based solutions: AvivaInvestorsoffer directinvestmentin nature-based
solutions alongside real estate and infrastructure, as part of areal assets climate transition
fund - one ofthefirst of its kind in the industry. The first direct investmentwas 6,300
hectares of Scottish moorland in the Glen Dye area of West Aberdeenshire. In partnership
with Par Equity,a Scottish-based forestryinvestment fund manager,over 3,000 hectares
ofland will be newly planted,and 1,800 hectares of peatlands restored.An estimated 1.4
million tonnes of carbon will be sequestered over the lifetime of the project, which will
also provideemployment forthe local community in future timber production.

Therisk ofinaction

Aside from the clear opportunities that the netzero transition presentsto our business, it is also
importantto notethessignificant risks presented by inaction. Thenet zero transition is essential
forbusiness continuity in ourindustry.

Fortheinsurancebusiness modelto survive,and products it deliversto consumers,climate
change must be addressed. In any increasing warmingscenario - 1.5°C-4°C and beyond - some
risks are goingto be unaffordable formanyto insure againstand ultimately, some risks will just
becomeuninsurable.And whenthat happens,insurance will ceaseto haveapurpose.*

As an asset owner and manager,our modelling shows thatin a4 degree scenario extreme physical
risk will negatively impact long-terminvestment returns on equities, corporatebonds, real estate,
real estateloans and sovereign exposures.

The economiceffects of climate change on people’s lives are apparent within our business. In
February 2020,Avivareceived almost ayear’s worthof stormclaimsin amonth®. Unchecked
climate change means,ourbusiness modeland the security thatunderpins people’s homes,
healthcare,pensions will be destroyed. Avoiding thatis what underpins our planto become a net
zero company by 2040.

Historical costs and production of key energy supply technologies
Fromempirically grounded technology forecasts and the energy transition - see footnote 2

Research by the Institutefor New Economic Thinking at Oxford has shown that most energy-
economy models have historically underestimated deployment rates for renewable energy and
overestimated the costs. Renewable energy costs have fallenover recentdecades - shown in
figure 1 - whiledata showsthat the International Energy Agency and Integrated Assessment
Models,which inform the IPCC, have consistently projected higher coststhan thetrend
experienced. Figure 2 uses solar PV as an example and, taking 2010-2020 as a snapshot, shows that
costs fell by 15% peryear - but had been predicted in arange up to 6%. Therefore, this research
concludes,a quick,renewable energy transition will likely lead tooverall netsavings of many
trillions of dollars- before evenconsidering climate policy related benefits.

Figure 1

4 Aviva plc, Climate-related financial disclosure, 2022
> Aviva plc, UK weather update: Storm Ciara and Storm Dennis, 2020
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Case Study: Renewable Energy Generation

Our long-term support torenewable energy generation continues to help all aspects of our business
to align to net zero - operations, supply chain,underwriting andinvestment.

We have been purchasingrenewable electricity for our own UK operations since 2004 and this has
grown to cover 88% of our business worldwide.

We have also been generating renewable electricity onsite for anumber of years, leading with solar
carports,aswellasonroofsolar. Very recently,Aviva’s Pitheavlis site in Perth has taken a significant
step towards achieving net zero operations following preliminary approval to install a wind turbine
that will provide renewable energyfor the site. The 77 metre turbine,when combined with existing
solar and battery technology, will meet 100% of Pitheavlis electricity demand through renewable
energy. Theturbine,scheduledto be operational by the end 0f 2023, will generate up to58.2m kWh
over 25 years delivering an annual carbon emission saving of 386 tonnes. This is equivalent to the
electricity required to power over680 homes per year.

Aviva Insurance is supporting renewable energy generation, both in the UK and across the world.
From solar farmstofloating arrays,from Australia to Bedfordshire, Lightsource BP is ramping up its
renewable energy push. It will be presentin 20 countries by the end of the year —and has just pushed
the button on its largest UK project to date. Construction will begin at the vast Tiln Farm
development in Nottinghamshire next month. When complete, it will have a maximum output of 61
megawatts of power. Avivaisthelead insurer on the Lightsource-BP UK Solar portfolio. We're also
lead insurer for the Tiln Farm Solar PV construction. We are developing further standalone covers
for otherrenewable technologies in the near future.

Within our investment arm, Aviva Investors, we have implemented several sustainability-linked
leases that have successfully embedded sustainable KPIs as well as commercial incentives within
the lease structure. One example of this is of a £3 million photovoltaic panel (PVs) installation at
Next PLC’s Distribution Centre, South Elmsall,Yorkshire. The solarproject will facilitate a renewable
energy supply for on-site consumption by Next and help advance Aviva Investors’ net zero
commitments. The project involves the installation of a 2,400 kWp system which is expected to
generate over 2,100,000 kWh of cleanenergy each year and offset an estimated 447,300 kg of carbon
dioxide (CO2) peryear. ©

Case Study: Route to Net Zero EV Chargers

We’reone of thefirstinsurersin the UKto launch a standalone insurance product coveringEV
charging points. The cover addressesrequests frombrokers on behalf of their customers including
contractors,car park operators,localauthorities,asset managers and forecourt operators,
providing cover for everything fromasingle charger to an entire network. There are currently
more than 940,000 plug-in cars registered in the UK. The sale of new cars and vans with petroland
diesel enginesis setto be banned from 2030,and the government hasset atarget to increasethe

6 Aviva Investors, Aviva Investors and Next PLC support green transition with photovoltaic panel installation,
2021
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number of publiccharging points toat least 300,000 by the samedate in a bid to boost the take-up
of EVs.

Atthe sametimeAviva’sinvestment arm,Aviva Investors,isinvestingup to £110 millionfromits
Real Assets Climate Transition Fund in Connected Kerb (an EV charginginfrastructure company) to
support nationwide delivery of EV charginginfrastructure. Theinvestmentwill support Connected
Kerb’s plans to deliver 190,000 on-street EV chargers by 2030,and correspondsto almost one-third
ofall funding committed by public policy initiatives to-date.

Case Study: Aviva Investors’ Engagement on Climate

As an active owner with scale and global reach, we also have the opportunity to use engagement
with a company,shareholder voting and investment decisionsto drive a transitionto a sustainable
future.Indoingso, we can help to transition more polluting assets which is vital to meet emission
targets and to avoid stranded assets.

Aviva Investors’ESG philosophy promotes the relative merits of engagement over divestment as the
more effective mechanism of delivering positive change and outcomes for our clients and society.
Engagement provides us theopportunity to partner with companies as they navigate thechallenges
of transition.

In practice this meansthatin 2022, the focus of our company engagement as an investoris climate
change,biodiversity,humanrightsand executive pay. Our climate priorities for investee companies
are that companies create a transition plan aligned with the Paris emissions reduction targets,
embed net zero into corporate strategy, include just transition considerations, have quantifiable
performance indicators, are transparent about risk and dependencies such as reliance on
technologies and in their wider reporting include climateaccounting,

For this approach to have an impact on company transition, it must be accompanied by a robust
escalation process, including the ultimate sanction of divestment. Since 2021 the investments we
hold in 30 systemically important carbon emitters have been subject to our ‘Climate Engagement
Escalation Programme’. This Programme includes companies from the oil and gas, metals and
mining and utilities sectors that substantially contribute to total global carbon emissions. The
stipulations of the Programme include the adoption of science-based targets covering the full
carbon footprintofthe businesses, the reframing of corporate strategies, business plansand capital
frameworks,adjustments to managementincentives andlobbying activities.

Progressis monitored and escalation, if necessary,could include votes against directors, the filing
of shareholder proposals, and working with aligned stakeholder groups to apply further pressure.
Companies that fail to make sufficient progress at the conclusion of the three-year programme will
trigger full divestmentacross Aviva Investors’ equity and credit portfolios.

While acknowledging we are in the early stages ofa longjourney, there were anumber of positive
outcomes during 2021 that have given us cause for optimism. As of the end of 2021, we had
conducted 120+ engagements across the focus group and secured 94 wins across five programme
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asks, particularly with respect to the formalisation of public climate commitments, progress on
board governance andclimate reporting.

2. What impacts have changing consumer choices/demand had
on your business?

According to the ABI, there is a growing evidence base that the majority of consumers want their
insurance and long-termsavings providers to offer more sustainable choices. Climate action failure,
extreme weather events, and biodiversity loss and ecosystem collapse were considered the top
three of the top 10 global risks by severity over the next 10 years in the annual Global Risks
Perception Survey (GRPS)".According to a UK consumerconcernssurvey (undertakenon thelPSOS
Omnibus survey between 29th and 31stJuly 2022),46% of consumersthink climatechange s a key
global concern,ranking #1 compared tootherissues. This hasincreased from 19% of consumersin
2016 who thoughtit was akey concern.

Asresponsibleinvestorswe have seen the demand for sustainable products and strategies grow
dramatically.In 2021,57% of new business value workplace wins have been influenced by ESG
considerations, by H1 2022 this had grown to 81%.

However we do recognise thatin recent months the sector has experienced some backlash against
ESG investing. Our experience of thisindustry-wide ESG backlash demonstrates the overall
complexity of transitioninga whole system tonet zero and theimportance at marketand product
level of clear labelling and regulation. Greenwashing mustbe called out: regulatorsand investors
haveanimportantroleto playin doingso.Asaninvestor we are clear on the merits andlimits to
ESG. Itenrichestheinvestmentprocess,encourages longer-termthinking, helps drive positive
changeinissuersand helpsclients align investments with their sustainability preferences. In
parallel,we are equally clear that‘good ESG’ companies will notalways outperform,ESGisnotan
objective science ortellsthe whole story of acompany. Crucially ESG cannot remedy
sustainability-linked marketfailures - policy andregulation is required for that. Thesechallenges
are a case study of the benefits and limits of transitioningindividual products or marketsto net
zero,within an overall systemthat does not currently properly price unsustainable behaviours?.
Please see Q7 for more information.

3. Do you foresee a role for your business within an expanded
UK supply of heat pumps, energy efficiency, electric vehicles,

hydrogen economy or clean power?

Yes,we believe we have akey roleininvestingin and enabling the transition of these technologies.
The majority of the estimated £50-60 billion of increased annualinvestment needed for the UK
government’s Net Zero Strategy overthe next ten years is expected to come fromthe private

7 WEF, The Global Risks Report, 2022
8 Aviva Investors, Green is not always clean, 2021; Reframe and reclaim, 2022
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sector.’ Asresponsibleinvestors we have a crucial role supportingthe net zerotransition by
investingin technologies and companies driving this transition,and helping to transition polluting
assetstowards being greener assets using ourpositionas investors to support companies and
countries transition to netzero (see Q1 for additional information). Where investment is required
in sectors thatinvolve early-stagetechnology orin markets where thereis no defined demand
financial investors will need to work collectively with industrialsponsorsand the government to
transform these marketsfrom early-stageto mature technologies.’* And as an insurer, we can offer
(andin many cases already are - see Q1) products to meetthe growing market,and incentivise
and supportthe uptake of thesesustainable solutionsand technologies - for example provision of
product liability cover for new technologyroleout.

4. What barriers do you face in decarbonising your business and
its operations?

Operations

o No effectivereplacementfor gas. Gasremainsthe primary heat source for commercial
buildings. Although there are alternatives such as heat pumps, technology has notfully
enabled theirusein large-scale commercial applications where thesize of installationcan
beanissue and running costs (electricity) prohibitive. Avivaare working with anumberof
organisationsto understand themostlikely successor to gas heatingand are preparedto
offer trial opportunities if helpful to development of the technology.

o Lackoflow carbon alternatives for long haul business travel and for short haul travel,
flyingis often cheaperthan trains. We help the decision making process here by
comparingtherelative carbonemission andtime factors whenbooking. Sustainable
Aviation Fuel (SAF) may be an option to reduce emissionsfrom business flights; however
thereisno clear standard here with the private sector taking the lead.

e Lackof guidance and supportfor SMEs (within our supply chain) to delivernet zero.
Thereis a significant challenge for all companiesin calculating and reporting their
emissions (particularly scope 3),and thisis particularly relevantfor many SMEs who may
have limited climate expertise and resource. As such supply chain emissions datais
difficult to collect and it can be challenging to drive climate action across this group of
stakeholders. Supportis neededto help SMEs to assess and reduce their emissions.

Investments

o Lackof net zero plan, policies and incentives. As a business we have a clear,ambitious
net zero goal to be achieved by 2040. This relieson an enablingpolicy environment that’s
supportingan economy-wide transition. For example, as an investor with positions across
the global economy our scope 3 emissionsreflect theindustrialmake up of each company
and wider economy. To successfully achieve our emissions goals (ourplan to cut carbon
intensity of ourinvestments by 25% by 2025 and 60% by 2030), comprehensive and swift
governmentaction is needed to drive thetransition. The lack of clear and loud price
signalsis a significant barrier - for example,ongoing subsidies for fossil fuels,no clear

° UK Department for Business, Energy & Industrial Strategy, Net Zero Strategy: Build Back Greener, 2021
10 Aviva Investors, Aninvestor’s perspective on the UK’s Net Zero Strategy, 2021
https://www.avivainvestors.com/en-gb /views/aig-investment-thinking/2021 /10/uk-net-zero/
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phase out dates for unsustainable emissions sources like coal power stations and thelack
ofa carbon price. Please see Q6, 7 and 10 for more information.

Lack of data and agreed methodologies to measure financed emissions. While there is
significant ambition across the sector to do so,the methodologies do not yet exist to
measure and set reduction pathways for the emissions of certain asset classes and
financial activities. There s significant progress beingmade on this by organisations like
Partnership for CarbonAccounting Financials (PCAF) and the Science Based Targets
Initiative (SBTi) alongside industry groups such as the Net ZeroAssetOwner Alliance
(NZAOA).However there aresstill gaps that must befilledin order to get a fuller picture of
investment/financed emissions.

Conflicting scenarios and pathways to net zero. There are many different scenarios
adopted by the sector,manyofwhich map out different pathwaysto netzero across
different sectors. Integrated Assessment Models used by IEA,IPCC,NGFS haveincorrect
assumptions about costdecline and deployment ratesfor renewable energy (set outin
moredetail in question 1,figure 1 and 2).

The lack of carbon pricinginitiatives with sufficient coverage and priceis slowing the
pace and scale of the net zero transition required. A higherandmore expansive carbon
pricing schemewould provide a broad incentive for emissions reduction,at the same time
we acknowledge thatrising energy prices create difficult context for increasing these
measures at this time. Please see Q7 for more information.

Insurance

Lack of data and methodologies to measure and reporton “insured emissions”.To
address this,we have been actively collaborating to develop standards with PCAF and the
NZIA (Net Zero Insurance Alliance). The guidance on insurer attributed emissionsand
target setting will be publishedin the coming months. Data availability varies across our
portfolio,however,we do not see this as a barrier to start measuring our insured emissions
and creating targets where data or proxies exist.

Need for greater education amongst SME businesses who in the main are not focused on
climate change/emissionsissues,and may not have the tools/resources to adopt climate
goalsand initiatives within their businesses.

Need to incentivise longer term thinking within businesses to help informtheir
investmentdecisions.

Need for robustbuilding codes and standards to enableinsurance of low carbon
materials/techniques,to ensure thatasset protectionis a consideration alongside life
safety.

Carbon removals

Aviva: Confidential

The carbon removals market needs stronger governance and standards to ensure
businessinvestments are deliveringtheintendedresults.

We will need a significant scale up in both nature-based and 'engineered' carbon removal
solutionsin order to provide the scale of carbon removals required by UK businesses.
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5. What challenges/impacts has the net zero transition

presented to your business?

As a businesswe are honest about thescale of the challenge of transitioning to netzero and its
complexity. We set out net zero goals on a best-efforts basis and are committed to being
transparent about our progress, highlightwhere we fall short and - wherever this may be the case
-setoutthereasonswhy,so thatwecan beheld to account.

Aspartofthetransition,new data, frameworks and analyses needed to beincorporated into the
business strategy.Althoughthat posed challenges and remainsan important area on which to
focus,it hasalso helped usidentify important risks for our businessand has helped us become
moreresilient.

Another challengeis that,as investors,we depend on the real economyto deliver their
decarbonisation goalsfor usto be ableto meetourtargets. Therefore,a key challenge has been
theneedto developanddeliverarobustframeworkto hold corporationsand sovereigns
accountablefor delivering their share of GHG emission reduction.

The greatest challenge to delivering the transition is where government policies or regulationare
notdrivingthe economytowards thatgoal,so we will continue to encourage governments around
the world to introduce these measures.

While there are challenges associated with the net zero transition, there are even more significant
challenges that come with inaction. The netzero transition is essentialfor businesscontinuity in
ourindustry.Fortheinsurance business model tosurvive,and productsit delivers toconsumers,
climate change must be addressed.

6. What opportunities are there for new/amended measures to
stimulate or facilitate the transitiontonet zero ina way that
is pro-growth and/or pro-business?

What’s worked?

e Certainty: The UK’s 2050 net zero law gave business areally useful, clear framework - you
can see from the corporateresponseit catalysed.A clearenabling environment from
governmentdrives investment fromfinance and innovation frombusiness.

e Collaboration between business and government: Theissues beingaddressed are
hugely complexand government,business and civil society can do more when they work
together,than on theirown. The Taskforce for Climate-related Financial Disclosure (TCFD),
Glasgow Financial Alliance for Net-Zero (GFANZ) and the UK Transition Plan Taskforce are
powerful examplesofthis and represented big steps forwardwhen launched. This
approach is goingto be essential to addressthechallengesinherentin the net zero
transition.

13
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What do we need?

We need a supportive andholistic policy environmentthatis needed to underpin change on this
scale.Firmscannotsolve the climate crisis alone. Our net zero ambitions are made “in the
expectation that governments will follow through on their owncommitments to ensurethe
objectives of the Paris Agreement are met” (NZAOA™ and Net Zero Asset Managers Initiative'
commitment language). Please note we have detailed proposalscovering the points below which
we’d be happy to share.

ANet Zero Investment Plan for green growth® (see Q10 for further details)

e ANetZerolnvestmentPlanis urgently needed to catalyse private finance to delivergreen
growth. It should set out how government will align policy,regulation,and strategic public
spendingto signal a clear pathway to a net zero, naturepositive economy.

e Itshouldsetoutacomprehensive financing strategy toassess,track,and scale-up
(largely) private finance in the net zero transition, consistentwith the Paris Agreement,
while delivering wider benefits such asimproved energy security and alleviating the rising
cost ofliving.

e Thissystem-wide and sector-tailoredapproach aimsto provide abridge betweenthe
economicopportunities thatexist within the real economyand the supplyof net zero
finance from the UK’s global financial centre. Theright policy environment could make
£900bn of insurance and pension investmentavailable for green financing in the UK,
substantiallyreducingtheamount of publicspending neededto deliver net zero.Please
see Q10 and our WWF-Aviva position paper ‘A UK Net Zero InvestmentPlan for Green
Growth’formoreinformation.

A UK economy-wide net zero transition plan' (see Q10 for further details)

e TheGovernmentshouldproduceaplanto deliver the emissions reductionsnecessaryto
align with the Climate Change Committee’s (CCC) carbon budget for thefollowing five-
year period. This plan should contain firm sectoral emissions pathways,and outline which
departments are expectedto deliverthemvia departmental net zero transition plans. The
planshould alsoincludecontent outside of the CCC’s remit, for example overseas
investment.

e Ambition should beratchetted upovertimein line with the science, with aclear
commitment to update and revisit the planbiannually. The planshouldinclude sections
on key real economy policy areas and financial sector.

e Thiswould send apowerfuland clear signal to themarket, helping to supportinvestment
in UKbusinesses aligning their strategy to the net zerotransition and those businesses
providing the solutionsthat the transition will require —in turn helpingthe UKto secure
the economicbenefits that the netzero transition will offer.

e Pleaseseeour WWF-Aviva position paper ‘Aligningthe UK Financial System to Net Zero’ for
moreinformation.

Policyincentivesfor transition solutions

11 NetZero Asset Owner Alliance, Commitment Document for Participating Asset Owners, 2022
12 Net Zero Asset Managers Initiative, The Net Zero Asset Managers Commitment, 2022

13 Avivaand WWF, A Net Zerolnvestment Planfor Green Growth, 2022

14 Avivaand WWF, Aligning the UK Financial System to Net Zero, 2022
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e Inthefaceof political challengestoagree meaningful action onglobalcarbonpricing,
policy measuresto incentivise investmentin low carbon infrastructure and solutionsare
alsovital.Both are needed to drive the transitionat the pace and scale needed. Key
examples are the USInflation ReductionAct - injecting $369 billion into the USclean
energy economy,described as a “game changer for the key powerand EV sectors in the US
by BloombergNEF** and policies to agree phase out ofinternal combustion engine
vehicles by 2030-35 which have seen the autossectordramatically pivot towards electric
vehicles. All sectors - including high-emitted sectors such asenergy,industryand real
estate - need clear policy frameworks and incentives to transition to netzero.

UK on the world stage

e TheUK’sambition to bethefirst net zero financial centre was avery welcome one-from
thethen Chancellor RishiSunak at COP26.Achieving this will not be possible with
corporate commitments alone;it requires regulatoryand policy innovation.

e Todatetheinstitutionswhich overseeand regulate global finance have focused climate
change work on disclosingmanaging transition risk - important as this s, it’s not sufficient
to supportand drive the netzero transition.

e Given howkey private financeis to thedelivery of netzero it’s vital that theseinstitutions -
theinternational financial architecture thathas built up over decades- arereformedto
help support the transition. The UK has led effortsin this arena through the COP
Presidency and the next step should be working with other G20 memberstates and
interested G77 members on thereforms needed, inviting proposals and ideas for reform.
Conveningasummit to agree and implementthe necessaryreforms could be timelyasthe
80" anniversary of the original BrettonWoods conference comesaround in 2024.

7. What more could be done to support your business and/or

sector to decarbonise?
Harnessing financial markets through the reform of the International Financial Architecture

e Atpresent,theregulationand supervisionof UK financial institutionsis often developed at
the multilaterallevel,which then has significant influence on national level supervision
andregulation. The focusto datehasbeen on climatechange as afinancial stability issue
(though with a primary focus on transition risk in the shortand mediumtermrather than
the potential for disruptive or evendestructive physical impacts in the medium to long
term)and ondisclosure and risk management rather thanshifting the system toplace
consideration of climate change at the heart of every financial decision (as set out by Mark
Carney).

e Weproposethatthe UKadvocateforeach institutionororganisation to produce and
reportannually uponatransition plan (or roadmap) for its work,and that an overall “state
of the transition” be assessed and reported on each year with recommendationsfor
further necessary workor recommendations to governments for enabling policy reform.
We believe that these plans or roadmaps will evidence the need formandate reformand
repurposingso thatinstead of waiting for the next crisis and restructuringin its wake (as

15 BloombergNEF, US Climate Bill Changes the Game for Two Key Sectors, 2022
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has happened repeatedlysince the currentfinancial systemwas outlined through the
creation of the Bretton Woods institutionsin 1944) the Intemational Financial Architecture
needsto berepurposed to support tacklingand managing the crisis of this century -
climate.

Relentless focus from the G7 & G20 on increasing ambition and robust delivery

Currently,the majority of countries are committed to netzero in some form, with many,
likethe UK, settinga 2050 target; some, like Germany (2045), with a slightly earlier target,
and some later (China 2060, India 2070). The nature of systemic transitions is that they
follow an s-curve pattern,with early progress being slow, then accelerating to be
exponential until thetransitiontails off leaving only laggardsto catch up.Evidence has
been that when capital and expertise are committed to targets, they can be exceeded.
Evidenceis that thisis happeningin some cases with net zero. Thereis plausible hopethat
when bigeconomies set theright policy conditions to incentivise transition, it may happen
faster than any anticipate, which will give space for net zero targets to move earlier. The
private sector can create headroom for governments to improve their targets and delivery
through their own decarbonisation,and setting earlier targets creates more policy
certainty to incentive furtherinnovation, creating a positive reinforcing feedback loop. For
an entity like Aviva,whose prudential regulationincentivises significantinvestment in UK
gilts and other sovereign bonds, the need for government targetsto be enhanced to allow
the 2040 commitmentto be metisimportant, likely alongside increasedissuance and
investmentin green gilts.

Greater transparency and clarity of transition inreal economy sectors

The UK’sleadership on transition plans and mandating Taskforce for Carbon-related
Financial Disclosures (TCFD) is very welcome. For financial institutions to align portfolios
and underwriting decisions with net zero - helping to finance the transition or transition
polluting assets- requires information from thereal economy, not only aboutcurrent
status, targets, governance and risks (in acompany TCFD report) butalso aboutstrategy
to pivotbusinessto beviable andthrivein the transition and thenet zero economy. TCFD
reports and transitionplans need to be puttothevote by investorsand need to be central
to business planning,strategy and incentives (such as senior executive remuneration).

New rolefor Regulator

Aviva: Confidential

Wesuggest thatthe governmentintroducesa new statutory objective requiring the
regulators to facilitate the alignmentof the financial services sector with net zero
including wider considerations of nature.
Astatutory objective onclimate would empower regulators to activelyadvance the
innovative climate polices needed to facilitate the transition to net zero. This would
complementand strengthen their existing policy commitments (UK taxonomy, climate-
related disclosures) but also instigate further actions by regulators, such as:
o Greatersupervisory andmacro-prudential measures to preventbuild-up of
systemicrisks to the financial system.
o Exercising rule-making powers to ensure that financial institutions donot continue
supporting activities that undermine climate, nature and broader sustainability
objectives and have a credible transition planfor getting to netzero.
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o Betterenableaccompanyingsanctions for non-compliance, given therising
prevalence of greenwashing.

Create a mechanism for finance professionals to be able to raise challenges and address
tensions that arise between marketintegrity and net zero commitments

e Transitioningan entire economy andfinance systemhas never been done before. It will
inevitably throw upawholerange of challengesto understand and address. All financial
institutions have arolein maintaining the integrity of the markets in which they operate,
andtheFCAhandbookincludesapositivedutyto actin the bestinterest ofthe integrity of
the market and managerisks to marketintegrity. Doing so will increasingly require an
acknowledgement of where competingduties exist because although we believe overthe
longterm thefinancial interests of our shareholders and clients are aligned with net zero,
therewill beinstances where long-and short-term needs are in tension.

e Ourrecommendationwould be for finance professionals, such asfund managers, to be
able to raise these clashes with the regulator so they can be addressed. This could be done
through the transition plan process, which the UK governmentis leading on by convening
the Transition Plan Taskforce to prepare guidance for mandatory transition plans.

Carbon pricing/ internalising environmental costs

e Thelackofcarbon pricinginitiatives with sufficient coverage and price is slowing the pace
and scale ofthe net zero transition required. Asamember ofthe NZAOA, the UN-convened
group ofinstitutionalinvestors committedto transitioning theirinvestmentportfolios to
net zero by 2050, we have called for governmental carbon pricing®. This would provide a
broadincentive foremissions reduction, at the same time we acknowledgethatrising
energy prices create difficult context forincreasing these measures at this time. The
principles required for Paris-aligned carbon pricing set out by NZAOAare:

o Ensuringappropriate coverage and ambition

Deliveringajusttransition

Providing a predictable price signal

Minimising competitive disruptions

Promotinginternational cooperation

o O O

8. Where and in what areas of policy focus could net zero be

achieved in a more economically efficient manner?

e Buildingenergy efficiency: Support forhomeenergy efficiency improvements and
requirements for new homesand commercial buildings to be low or zerocarbon
would reduce ourenergyneed andreliance on fossil fuels, which is particularly
important at atime of high energy prices.

e Protectingnature: Protecting and enhancingourforests, peatland, wetland, seagrass
and other green / marine areas s an efficient way to support the net zeroagenda and

16 Net-Zero Asset Owner Alliance, Net-Zero Asset Owner Alliance Position Paperon Governmental Carbon
Pricing, 2022
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also deliver across othercommitments of the government (e.g. haltand reverse
biodiversity loss by 2030, and tackle deforestation).

e Low-carbontechnologies: Supporting technologies that reduce emissions (as
opposed to looking to remove emissionsonce produced) will provide a moreefficient
meansto achieve net zero.

e Resilience:Asweare already experiencing the physical affects of climate change we
must ensure that adaptationand resilience are takeninto accountin all new (and
existing) infrastructure, energy, real estate, transport,and otherassets.

9. How should we balance our priorities to maintaining energy
security with our commitments to delivering net zero by
20507

Theonly approach that can and will lead tolong-term energy security is a massive scaling of low-
and zero-carbon technologies - including new, breakthrough technologies - and infrastructure.
Choices made by policymakers now must notdelaythe longer-term adjustmentsthat are needed
forenergy markets and infrastructure to reach net-zero by 2050. Further government action to
drive and incentivise both supply anddemand of renewable energy in the UKin needed to
strengthen the UK’s Energy Security Strategy. See the recent Net Zero Asset Owner Alliance
statement for moreinformation onour globalposition.

10. Isthere apolicy idea that will help us reach net zero you

think we should consider as part of the review?

Thefinancial sector can help accelerate the UK’s net zero transition,but policy and regulatory
action continueto provide thekey drivers for the economyas awhole. That’s why in recent
publications with WWF we call for:

A Net Zero Investment Plan'’

e ANetZerolnvestmentPlanis needed to catalyse privatefinanceto delivergreen growth. It
would set out how government will align policy, regulation, and strategic publicspending
to signal a clear pathway to a net zero, nature positive economy.

e ANetZeroInvestment Planwould constitute these keycomponents:

o Assessmentoftotalinvestment needed across sectorsofthe UKeconomyto
deliveron the 6th CarbonBudget,buildingon the CCC’s existing assessmentin
202017.Thisshould include an assessment of what investmentin natural capital
and nature-based solutions will be needed to deliver net zerocommitments,and
build the resilience ofthe UKeconomy -forexample to climate and supplychain
shocks.

o Trackingoffinancial flows across the economy (publicand private), to identify
whereinvestmentis falling short of the assessed need. This functionshould be
carried outregularly by an independentbody (such as the OBR). While we already

17 Avivaand WWF, A Net ZeroInvestment Planfor Green Growth, 2022
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haveinvestmentpathways fromthe CCC,and we have committed toanet zero
financial centre,we currently have no cross-sector assessment to understand
whether this is being met and whether capital flowsare flowing to the most
beneficial areas of the economy.Introducinga Net Zero Delivery Trackerfor fiscal
events,which would enable HMT to assess if publicinvestmentis getting the UK on
track to achieve our net zero and nature goals,would supportthe Governmentin
thisregard.

o Acomprehensive,strategicfinancing plan to close the gaps between required and
actual financial flows. This plan would consider howto catalysethe fullbreadth of
financingavailable across the economy,including primary investment (e.g. to
retrofit a building), secondary markets (e.g.investmentand lending portfolios),
and utilise existing publicfinancing mechanisms, notably theBritish Business
Bankand the UK Infrastructure Bank.lt would clearly set outhow strategic public
finance, regulation and policy will be used to leverage in private finance to close
these gaps,includingdevelopinginnovativefinancing strategies thatwould focus
on the specific challenges across the netzero and nature-positive landscape (e.g.
buildings, high-carbon industries,and nature-based adaptation).

o Align government governance structures with this whole of economy approach,
requiringeach departmenttounderstand howdeliverthe Net ZeroInvestment
Plan,based on the sectoral pathwaysthey are responsible forand making
commensurate adjustments to policy and practice. Some plans already exist in
thisspace, but have been developed in an ad hocmanner;therefore, the aim
would be to make these plans consistent and coherent. Theymustcover
operational emissions associated with the department as well as informationon
the way in which the policies that they are responsible for are driving the net zero
transition and green growth.

UK economy-wide net zero transition plan'®

e TheGovernmentshouldproduce aplanto deliverthe emissions reductionsnecessaryto
align with the Climate Change Committee’s (CCC) carbon budget for thefollowing five-
year period. This plan should containfirm sectoral emissions pathways,and outline which
departments are expectedto deliverthemvia departmental net zero transition plans. The
planshould alsoincludecontent outside of the CCC’s remit, for example overseas
investment.

e Ambition should be ratchetted upover timein line with the science,with a clear
commitment to update and revisit the planbiannually. The planshouldinclude sections
on key real economy policy areas and financial sector.

e Thiswould send a powerfuland clearsignal to themarket, helping to supportinvestment
in UKbusinesses aligning their strategyto the net zero transition and those businesses
providing the solutions that the transition will require - in turn helping the UK to secure
the economicbenefits that the netzero transition will offer.

Introduce departmental net zero transition plans

e Flowingfromthe Government’soverallnet zero plan,each departmentshould lookto
introduce theirown Transition Plan,based on the sectoral pathways theyareresponsible
for,which aligns with and feeds into the overall Government approach. Again,some plans
already existin this space, but have been developed in an ad hocmanner. Therefore the
aim would be to make these consistentand coherent. Importantly, these must cover not

18 Avivaand WWF, Aligning the UK Financial System to Net Zero, 2022
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only operational emissions associated with the departmentbut information coveringthe
way in which the policies for which they are responsible are contributing to thenet zero
transition.

Aswith thewhole ofeconomyUKTransition Plan,these should be fully revisited and
reported against biannually, with new policies and key delivery risks flaggedon an annual
basis.

Establish a centralunit toinform, coordinate and push net zero delivery across government

Establishinga central unit would clarify and align variousexisting ad hoc processesin
governmentin delivering net zero, for example Cabinet Committees and other cross-
Governmental meetings. The core functions of the centralunit would be to:

o Develop,updateand report against the whole of economy net zerotransition plan.

o Actas aninternal centre of excellenceto help departmentsprepareand deliver
individual departmentaltransition plans.

o Aggregatedepartmentaltransitionplanstogetherand ensurethatthey add upto
deliveringthe whole of economy UK Transition Plan. This analysis should be
published to enable external scrutiny by the OBR, guided by the CCC,and
reportingto Parliament.«Act as a conduit between Governmentand the private
sectoron net zero transition planning to assistin alignmentbetweenthe two,and
ensure clarity of signals to the marketon net zeropolicy.

o Coordinatedeliveryofandreporting against departmental transition plans.A
central unitwould needto be given the resources and backing fromthe top of
Government to achieve their objectives. For example,reporting directly to the
Chancellor,Prime Minister and BEIS Secretary of State and be headed by a
Permanent Secretary, to give parity with key departments.

Embed net zero into core economic and financial decision-making processes

In order to deliverand embedthe conceptof Transition Planning within Government, we
suggest the following enhancements to existing processes:

o Giveall Treasury spendingand taxteamsand the central Treasury coordinating
teams aformal remit to consider net zeroimplicationsin taxand spending
decisions - notably at key fiscal events (Budgets, Statementsand Spending
Reviews).

o IntroducearequirementonTreasuryto assess the aggregate climate change
impact ofthe spending and taxation package set outin each fiscal event and to
compareitto theintended net zero pathway containedin the whole of economy
UK transition plan

o Publish this assessment at each fiscal event,demonstrating how the UK’s
commitmentto netzeroisbeingdelivered4.

o Introduce anetzero assessmentinto policy and projectimpact assessments

o Revisethe Government’s economicassessment criteria (the Green Book) to better
reflect the net zero commitment.

Ensure key transparency and accountability mechanisms reflect the above

Itis important thattheGovernmentis supported and held toaccount for thedelivery ofits
net zero commitments. The process described in points1-4 above should assist in this.In
addition,we suggest the following key institutions will alsohave an enhancedrole to play:
o Givethe Office for Budget Responsibility (OBR) a clear net zero remit. In line with
the tweaksto Treasuryrolessetoutin point4 above,the OBRshouldbuild onits
existingad hocworkon net zero to reporton the netzero implications of fiscal
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events asamatter of course. Government should then update the OBR’s Charter to
reflect this additional role. The CCCshouldbe given arolein providing expert
guidance to the OBR.

o ThePublicAccounts Committee shouldbuild onexistingwork in this space and
task the National Audit Office with regularly trackingandreporting progress.

o Asdepartmentaltransition plans come onstream,each departmental select
committee should hold its department to account for delivery, with the
Environmental Audit Committee lookingacross the piece.

o TheOBR, CCCand Select Committees shouldall draw on the expertise and
feedback for policy recommendations and assumptions embeddedinto private
sector transition plansin providing this scrutiny.

New role for regulators
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Wesuggest thatthe governmentintroducesa new statutory objective requiring the
regulators to facilitate the alignmentofthe financial services sector with net zero
including wider considerations of nature.

Astatutory objective onclimate would empower regulators to actively advance the
innovative climate polices needed to facilitate the transition to net zero. This would
complementand strengthen their existing policy commitments (UK taxonomy, climate-
related disclosures) but also instigate further actions by regulators, such as:

o Greatersupervisory andmacro-prudential measures to preventbuild-up of
systemicrisks to the financial system.

o Exercising rule-making powers to ensure that financial institutions donot continue
supportingactivities that undermine climate, nature and broader sustainability
objectives and have a credible transition planfor getting to netzero.

o Betterenable accompanyingsanctions for non-compliance, given therising
prevalence of greenwashing.
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