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Welcome

Hiscox recognises climate change is a significant issue which sits at the very 
core of our insurance activities and the risks we underwrite. It also stretches 
across all other aspects of our business, from the customers we support and 
the investments we make through to the direct emissions of our own offices.

Each year we use this climate report to record our progress on climate change 
issues and to place this information in the public domain. Momentum continues 
to build, with many new activities to report in 2016-17.

My personal highlights from this year include: 

 D  Hiscox taking the lead on the preparation and publication of the report 
‘London Market Looks Ahead: Preparing for the next big insurance event’; 

 D  the success of our work on protection of wider groups of UK and US 
home owners at risk of flooding, resulting in the launch of the UK Flood 
Re and the US FloodPlus insurance products;

 DFloodPlus winning the ‘2016 Lloyd’s Innovation Award’;

 D  Hiscox continued sponsorship of the RIBA House of the Year Award, 
which was presented for the second year running as a special series 
of Channel 4’s ‘Grand Designs’ programme; 

 D  another year of significant improvement in minimising our direct 
greenhouse gas emissions and maintenance of our Group-wide carbon 
neutral status, again using an award-winning aid project to offset our 
remaining emissions.

Year-on-year, we continue to factor climate change into our business thinking 
in order to ensure we are responding effectively and appropriately to the 
challenges it poses.
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Introduction Introduction

About Hiscox 
Hiscox is a specialist insurer with a diverse portfolio 
of personal and commercial risks, headquartered 
in Bermuda and listed on the FTSE 250. Through 
our retail businesses in the UK, Europe and the US, 
Hiscox offers a range of specialist insurance for 
professionals and business customers, as well 
as homeowners. Hiscox underwrites internationally 
traded, bigger ticket business and reinsurance 
through Hiscox London Market and Hiscox Re.

Our core values guide our business: to challenge 
convention, to have courage, to provide quality 
products, to excel in the service we provide and be 
human in our approach. These values underpin a 
reputation we have earned for integrity and decent 
behaviour in everything we do.

Together these values make up what we call the 
Hiscox spirit: challenging convention and pushing 
for continuous improvement in everything we do 
– in our industry, our operations and our service to 
customers. Our style is flexible and innovative and 
we rely on our experts using their initiative, rather 
than on rigid controls and defined procedures. Our 
success relies on each one of us doing so, whatever 
our job, wherever we work. With 100 years of 
underwriting heritage, the business has more than 
2,300 staff across 13 countries.

Climate change has a real and relevant impact 
on our core business of insurance and reinsurance. 
We insure individual customers, businesses and 
other insurers for damage caused by a range 
of both climate change-related effects and natural 
catastrophes. Thus, the risks that climate change 
presents for Hiscox are twofold. Firstly, increased 
frequency and severity of major weather events 
mean that climate change is increasing the risks 

and costs of insurance. Secondly, climate change 
is a risk to the value of our investments.

We are responding by looking to improve our 
management of climate change risks across 
our business by:

 D  conducting research to better understand 
the risks of climate change and the impacts 
on the products we offer and to support better 
forecasting of future weather patterns;
 D  working to inform national and international 
policy in order to tackle climate change 
and develop economies which are resilient 
to climate change;
 D  communicating with our customers 
and encouraging them to adapt to climate 
change risks;
 D  incorporating climate change into our 
investment strategies;
 D  reducing the environmental impacts of our 
business operations;
 D  ensuring that we include climate change 
risks into our business strategies;
 D  reporting on our actions to manage the results 
of climate change across our business.

Hiscox strongly believes that climate change 
risks cannot be tackled by one business working 
in isolation. Thus, global agreements such as the 
Paris Accord, membership of external organisations 
and participation in collaborative work on climate 
change are key to our approach. Work resulting 
from this collaboration is an inherent part of our 
approach to climate change and is mentioned 
throughout this report. In particular, we work 
closely with the following.

 D  Lloyd’s of London (Lloyd’s). A specialist 
insurance and reinsurance market located in 
the City of London. Led by expert underwriters 
and brokers who cover more than 200 
territories, the Lloyd’s market develops the 
essential, complex and critical insurance 
needed to underwrite human progress. Lloyd’s 
works with a global network to build resilience 
for businesses and local communities and 
strengthen economic growth.

 D  The Association of British Insurers (ABI). 
The ABI has over 250 member companies, 
accounting for over 90% of the UK insurance 
market. They use their expertise and experience 
to contribute to public policy debates, publish 
research reports and policy documents to 
contribute new ideas and inform conversation, 
promote the highest standards of service and 
support a competitive insurance industry.

 D  The Cambridge Institute for Sustainability 
Leadership (CISL). CISL is part of the School 
of Technology within the University of 
Cambridge, with His Royal Highness The 
Prince of Wales as patron. It works with 
leaders to tackle critical global challenges 

through action research, convening business 
groups and executive education. The Institute 
has over 7,000 alumni from its executive and 
graduate education for sustainability leadership 
and a network of companies that belong to 
its Leaders Groups. The Institute is governed 
by a Management Board and an Advisory 
Board and has Fellows and Senior Associates 
from across academia and business who are 
involved with programme design and delivery, 
research and work with business leaders 
groups. In 2015, the Institute launched its 
‘Rewiring the Economy’ framework setting 
out ten collaborative tasks for business, policy 
and finance leaders to lay the foundations for 
a sustainable global economy.

 D  ClimateWise. Representing a growing global 
network of leading insurance industry 
organisations, ClimateWise helps to align its 
members’ expertise to directly support society 
as it responds to the risks and opportunities of 
climate change. The six ClimateWise principles, 
originally developed following consultation 
between The Prince of Wales’ Business and 
the Environment Programme, Lloyd’s, the ABI 
and other insurance market participants, 
provide a framework for insurance companies 
worldwide to set out how they will build 
climate change into their business operations. 
This report records our engagement with the 
ClimateWise programme and our implementation 
of its principles.

Introduction
Climate change has a real 
and relevent impact on 
Hiscox core business.
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Section 1

Summary
As Hiscox underwrites a diversity of risks that are 
affected by climate variability, it is essential that we 
understand as much as possible about climate risks 
and that we integrate consideration of these risks 
across our business activities. Climate change 
makes the problem of modeling climate hazard 
perils more difficult and uncertain. 

Hiscox is at the forefront of supporting internal and 
external research on climate, weather and catastrophe 
patterns, of sharing results, both internally and 
through our long-standing collaborations with other 
organisations and institutions, and of incorporating 
results into our business activities. In particular, 
Hiscox has a strong culture of promoting climate 
risk modeling as an essential aid to the assessment 
of current and future risks and as a key contributor 
to our business strategy.

Results of research and business analysis are 
integrated into the activities of our underwriters and 
a large part of Hiscox’s pricing, capital, reserving 
and reinsurance models are underpinned by our 
catastrophe research and modeling activities, 
as well as by our customer and claims data.

1.1 Research on climate risk

Hiscox internal modeling expertise
One of the commitments within our Group 
environmental sustainability policy, revised and 
updated in 2016, states that “we will enrol the 
support and commitment of all stakeholders in 
our environment ambitions by planning for climate 
change and changing weather patterns within 
our insurance products and services.”

Examples of events which generate potential risks 
for our business include:

 D  a potential decrease in the number of 
hurricanes but an increase in the frequency 
of severe hurricanes, due to an increase 
in sea temperatures;
 Dfloods;
 Dwildfires;
 D  potential changes to the path of European 
winter storms;
 Dwindstorms;
 D tornadoes;
 Dsevere convective storms.

Catastrophe risk models produce results by 
calculating the hazard (using factors such as wind 
speed, ground motion or water depth), defining the 
portfolio of assets involved (building types, value 
and contents), calculating the damage (to buildings, 
contents, business continuity, etc.), applying financial 
structures (deductibles, reinsurance layers) and 
finally estimating loss (to insurers and reinsurers).

In order to identify and manage business risks, 
we have developed a risk management framework, 
which we regularly review and improve in the light 
of the changing risk environment and evolving best 
practice on risk management. Our risk management 
framework is designed to oversee a culture of 
innovative and prudent underwriting.

In addition to the Hiscox Board and its committees, 
the risk management framework includes several 
Group-wide and local forums focusing on specific 
risk types. The framework is supported by a central 
Risk Team.

Natural catastrophe risk is reviewed at least 
quarterly by the Natural Catastrophe Exposure 
Management Group, led by the Head of Risk and 
Reinsurance and made up of senior representatives 
of the Catastrophe Modeling Team, the insurance 
markets (Group, London Market, UK, Bermuda, 
US, etc.),  the Risk Team, Hiscox Re and the Chief 
Underwriting Officers from across the company 
(with underwriters key to identifying and guiding the 
main course of ‘need to know’ work, both short 
and long term. See Section 6.1 for further 
information on reporting structures.

In 2017, Hiscox appointed a new Group Head of 
Catastrophe Research, based at our London office. 
Prior to joining Hiscox, he worked at Risk 
Management Solution (RMS), where he specialised 
in development of hurricane, typhoon, windstorm 
and flood catastrophe models, the National Center 
(sic) for Atmospheric Research in Boulder, Colorado 
and the Statistical and Applied Mathematical 
Sciences Institute in RTP North Carolina. He will 
lead the research that directly informs the 
development of Hiscox’s own ‘view of risk’ and its 
underwriting strategies for catastrophe perils. In 
particular, while working across the Hiscox Group, 
he will work closely with Hiscox London Market and 

Section 1
Risk analysis.

Hiscox won ‘Best Product Innovation’ 
at the 2016 Lloyd’s Innovation Awards. 
Working with wholesale brokers in the 
US to distribute the new product to their 
retail brokers, Hiscox FloodPlus meets 
a shortfall in flood cover for homeowners.
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Section 1 Section 1

 D  North American hurricanes. As North American 
hurricane makes up a large majority of Hiscox’s 
natural catastrophe underwriting risk, in 
2015-16, the Catastrophe Modeling Team 
focussed on improving their hurricane models. 
Working with modeling company, RMS, to 
research the finer details of the models and 
refine modeling numbers in specific regions  
of the US, they achieved improved correlation 
between the model predictions and real-world, 
post-event observed insurance claims. We 
summarised the outcomes in a paper looking 
at the resultant changes to the RMS hurricane 
model. We concluded that adoption of the new 
RMS model has significant implications for 
both pricing and capital reserving and that we 
will adopt the new RMS model as part of the 
Hiscox View of Risk (HVOR).

 D  Hiscox Re, our re-insurance business, 
published ‘Windstorm Christian and the great 
storm of ‘87: different beasts or peas in a 
pod?’, finding commonalities between 2013’s 
Windstorm Christian and 1987’s Great Storm.

Recent external output
Hiscox membership of, and participation in the 
work of, external bodies is another important 
part of our strategic approach to conducting and 
sharing research. Recent activities and events 
includes the following.

 D  The ClimateWise Compendium on disaster 
risk transfer has been developed through 
collaboration between industry and academia 
to document risk transfer initiatives in low and 
lower-middle income economies. It is a 
growing source of cross market risk data and 
analysis, capturing schemes that make use 
of ex-ante risk transfer instruments, including 
indemnity and index-based insurance and 
insurance-linked securities (e.g. catastrophe 
bonds, catastrophe swaps, and weather 
hedges), schemes where the public sector, 
the private sector or both (as public-private 
partnerships) play a role in their set up and 
operation, schemes that have been implemented 
(fully operational or as pilots), and proposed 
schemes that are at a reasonably advanced 
conceptual stage.

 D  A joint Lloyd’s Innovation and Oasis breakfast 
briefing in June 2017 entitled ‘How open-
platform modeling went mainstream’, looking 
at how open-platform catastrophe modeling 
is allowing users to gain unprecedented levels 
of insight into their catastrophe risk.

 D  The November 2016 Lloyd’s Science of Risk 
Prize awards conference, with two categories 
of ‘natural hazards’ and ‘systems modeling’.

Hiscox Re (including Hiscox Re Insurance Linked 
Strategies). See the March 2017 edition of London 
Market Global Insight.

Hiscox Catastrophe Modeling Team, working under 
the Group Head of Catastrophe Research, is 
comprised of up to 20 catastrophe modeling 
analysts working across offices in London, Bermuda 
and New York City. Their primarily role is focused 
on the operational aspects of running catastrophe 
models and, in addition, they are also involved 
in project work focused on natural catastrophe 
research that helps inform the Hiscox view of risk.

The graduate Catastrophe Modeling White Papers 
Committee continue to meet to discuss, analyse, 
understand and disseminate recent research and 
white papers that have been released in and around 
the catastrophe modeling world. By involving the 
graduate cohort, Hiscox is looking to embed the 
importance of climate change within the thinking 
of the people who will be leading the business 
in ten years’ time.

Collaboration with external risk modeling 
companies
In 2016-17, we have continued to develop our 
long-standing collaborations with leading external 
modeling companies, including:

 DJBA Risk Management;
 DRisk Management Solutions (RMS);
 DAIR Worldwide;
 DBusiness Insight, a perils analytics company;
 D  Oasis Loss Modeling Framework 
(Oasis LMF), a consortium of 21 members 
of the insurance industry;
 DMapflow, a flood risk mapping provider;
 DSpatialKey;
 DKatRisk.

We also work with the big four brokers who have 
significant modeling and analytics expertise.

In particular, our new working relationship with 
KatRisk flood model vendors, initiated in 2015-16, 
has produced excellent results in providing flood 
scoring for our US flood book of business and has 
allowed us to develop the award-winning Hiscox 
FloodPlus, a new product enabling us to offer 
insurance to a wider sector of US homeowners. 
See Section 3.1 for further details.

In 2017-18, we forged a new link with SSBN, 
a leading research group in the field of modeling 
flood risk, formed out of the University of Bristol 
Hydrology Research Group. In addition to using 
these models, we provide feedback on model 
calibration and verification processes and share 
results of comparisons of the theoretical results  
with the real-world data from claims, to help improve 
the models.

Involvement in external research forums
To ensure Hiscox is abreast of developments related 
to climate change and that these developments are 

correctly incorporated into the business, Hiscox’s 
capital, underwriting, pricing and operational 
professionals are regularly involved in industry 
forums and in preparation of relevant publications.

Hiscox has been involved in a European Windstorm 
Insurance and Research Community Symposium, 
a forum for guiding European windstorm 
academic research into the key issues arising 
in the insurance industry.

We have strong links with the Willis Research 
Network the world’s largest collaboration between 
public science and the financial sector, aiming 
to integrate public science and re/insurance 
communities, capabilities and facilities to scale 
up and enhance collective ability to understand, 
evaluate and manage these extremes and provide 
independent and credible scientific expertise to 
improve risk decision making across the industry.

The Network has pioneered award-winning research 
on a wide range of risk themes and research 
capabilities including extreme tornadoes, Asia-Pacific 
tsunami, global climate models, flood mapping, 
economic risk scenarios and casualty.

We plan to strengthen our links with the Lighthill 
Risk Network, which aims to enable interaction 
between the scientific community, industry and 
government. The Lighthill Risk Network, now 
incorporating the Insurance Intellectual Capital 
Initiative, IICI, is an all-encompassing and inclusive 
organisation with the specific aim of facilitating and 
enhancing knowledge transfer into business from 
academic, government and commercial experts 
at the forefront of risk-related research. 

Recent Hiscox publications
Hiscox believes in sharing the results of our research 
in the public domain, with our partners, industry 
sector, governments and the public.

We publish our own papers and support publication 
by our partners. Recent Hiscox publications include 
the following. 

 D  Preparing for the next big insurance event. 
In 2016-17, Hiscox led a consortium of leading 
London insurance market organisations and 
associated entities in publishing a white paper 
testing the resilience of the world’s pre-eminent 
insurance market to a major loss event.  
Facilitated by McKinsey & Company, the 
exercise tested fictional loss events happening 
in quick succession. The events chosen reflect 
the changing nature of risk; a highly destructive 
hurricane, an unprecedented cyber event, 
one of the largest stock market declines, and 
a major re-insurer default with consequent 
delays in reinsurance payments. These 
simulated events resulted in extraordinary 
global insurance losses of approximately 
US$200 billion.

London Market looks ahead: preparing 
for the next big insuruance event

http://www.nature.com/articles/ngeo2529.epdf?referrer_access_token=vyxpsNVQZTU3RIztKJCXANR gN0jAjWel9jnR3ZoTv0OiNlrCoIxPE1ICIB3FdDMlKgsgZZl_X9G-HPQyw5oBThR91iOOCx3CmxcVJKG8U74QuKnPwEDPUYlvTv736szPgMRcZeacvuM0fciYJRMeoQu XQNna2wm971p1vM9Fo9Jz1_vIsqYbLzvb7feXP_iMJDvgGCcNb1rzU_vir6PEJuTqBsWVTGxVcPFgn wRcDXvbNdpMO3kRmLbm9II3zAM9_VYjV3f4MlCQP_Xl5kS0TxTkKyK1NwBG8HdqYeSdk%3D&trac king_referrer=www.washingtonpost.com
http://www.nature.com/articles/ngeo2529.epdf?referrer_access_token=vyxpsNVQZTU3RIztKJCXANR gN0jAjWel9jnR3ZoTv0OiNlrCoIxPE1ICIB3FdDMlKgsgZZl_X9G-HPQyw5oBThR91iOOCx3CmxcVJKG8U74QuKnPwEDPUYlvTv736szPgMRcZeacvuM0fciYJRMeoQu XQNna2wm971p1vM9Fo9Jz1_vIsqYbLzvb7feXP_iMJDvgGCcNb1rzU_vir6PEJuTqBsWVTGxVcPFgn wRcDXvbNdpMO3kRmLbm9II3zAM9_VYjV3f4MlCQP_Xl5kS0TxTkKyK1NwBG8HdqYeSdk%3D&trac king_referrer=www.washingtonpost.com
http://www.hiscoxre.com/windstorm-christian-and-great-storm-’87
http://www.hiscoxre.com/windstorm-christian-and-great-storm-’87
http://www.hiscoxre.com/windstorm-christian-and-great-storm-’87
http://www.cisl.cam.ac.uk/business-action/sustainable-finance/climatewise/pdfs/climatewise-compendium-of-disaster-risk-transfer.xlsm/view
https://www.lloyds.com/news-and-insight/risk-insight/emerging-risks-team/the-science-of-risk
https://www.lloyds.com/news-and-insight/risk-insight/emerging-risks-team/the-science-of-risk
http://www.hiscoxlondonmarket.com/magazine/issue11/hiscox-news-issue-11
http://www.hiscoxlondonmarket.com/magazine/issue11/hiscox-news-issue-11
http://www.hiscoxlondonmarket.com/magazine/issue11/hiscox-news-issue-11
http://www.jbarisk.com
http://www.rms.com
http://www.air-worldwide.com
http://www.business-insight.net
http://www.oasislmf.org
http://www.mapflow.com
http://www.spatialkey.com
http://www.katrisk.com
http://www.ssbn.co.uk
http://www.willis.com/willisresearchnetwork
http://www.willis.com/willisresearchnetwork
http://lighthillrisknetwork.org
http://www.hiscoxgroup.com/~/media/Files/H/Hiscox/results-centre/london-market-looks-ahead.pdf
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  of model providers, including AIR, RMS 
and EQECAT.

 D  ‘Solar storm risk to the North American 
electric grid’. The report, which was produced 
in collaboration with the Atmospheric and 
Environmental Research (AER), examines 
the impact of solar storms on North America’s 
electric grid. By developing a model, the 
report quantifies the risk of space weather  
to North America.

 D  Lloyd’s report on ‘Wildfire: a burning issue 
for insurers?’ looking at the increasing risk 
of wildfires in certain regions, driven by rising 
property value and a growing desire to live 
in the wildland-urban interface.

 D  ‘Tornadoes: a rising risk’ examines tornado 
risk and whether it is changing. After a brief 
explanation of the meteorological characteristics 
of tornadoes, the report goes on to focus 
on tornado records and trends. The report 
highlights that historical tornado data can be 
both unreliable and inconsistent which makes 
identifying long-term trends, and possible 
links to tornado patterns and climate change 
almost impossible.

 D  The Urban Land Institute paper entitled 
‘What the Real Estate Industry Needs to  
Know about the Insurance Industry and 
Climate Change’, based on Lloyd’s data across 
four countries (Canada, Germany, the United 
States and the United Kingdom). It found that 
while the insurance industry is a leader in 
developing risk standards for natural disasters, 
the real estate sector and governments must 
also play an active role in climate change 
adaptation. It concluded that accurately priced 
insurance alone cannot mitigate the effects 
of climate change on the built environment. 
The report instead advocated that continued 
investment into resilience infrastructure and 
reforms in current development practices 
are also necessary.

 D  ‘Helping to Build Resilience to Disaster’ 
by Trevor Maynard, Head of EMR. 

 D  A report produced with Climate Change 
Risk Management sets out a new approach 
for long-term flood management.

 D  A paper outlines the scope and objectives 
of the research being conducted by Joanne 
Wood at the University of Exeter into the 
influence of climate change on the risk of 
landslides in the Alps.

 D  A report has been produced in co-operation 
with the Royal United Services Institute and 
examines how insurers and key stakeholders 
can work together to improve flood resilience, 
response and recovery.

 D  A joint Lloyd’s and Met Office report examines 
the potential value of long-range forecasting 
for the insurance industry and follows a series 
of expert workshops at Lloyd’s. The report 
highlights how forecasting scientists are 
developing models to predict weather events 
and patterns over timeframes from the seasonal 
to several years, which should be useful 
to insurers.

 D  A detailed study shows that east London has 
experienced a tenfold increase in extreme daily 
rainfall since 1960.

 D  ‘Hurricanes and long-term climate variability’, 
produced with the Met Office, examines the 
relationship between hurricane activity and 
long-term climate trends.

 D  A report sets out nine key principles for 
addressing the issue of rising losses from 
extreme weather events and other natural 
catastrophes in the US.

 D  ‘Arctic opening: opportunity and risk in the 
High North’. Rapid and disruptive change 
in the Arctic environment presents uneven 
prospects for investment and economic 
development. This report, produced in 
co-operation with Chatham House, examines 
the risks and opportunities the Arctic offers.

 D  ‘Geomorphology and changing flood rise 
in the UK’. Flooding remains the UK’s most 
significant natural hazard. This report sets 
out an approach to flood risk assessment 
based upon an understanding of past and 
future river dynamics. The report also examines 
methods to extend UK flood records highlighting 
how recent damaging flood events are 
not unprecedented.

 D  ‘Landslide risk and climate change in 
the European Alps’. This paper outlines the 
scope and objectives of the research being 
conducted by Joanne Wood at the University 
of Exeter into the influence of climate change 
on the risk of landslides in the Alps.

See the details of these and other reports here.

ABI publications on the risks of climate change 
include the following.

 D  ‘UK Windstorms and Climate Change’, an 
update to the 2009 Met Office and AIR report 
to assess the impacts of global temperature 
increases of 2, 4 and 6°C on the frequency 
and intensity of UK windstorms, UK flooding 
and China typhoons, and the consequent 
implications for the UK insurance industry.

 D  ‘Climate adaptation – guidance on insurance 
issues for new developments’. this guidance 
covers how to prepare developments for the 
changing climate and the impact of other 

changes in building and planning policy to 
reduce the carbon footprint of new buildings.

 DWinter floods insurance briefing.

 DHow insurers respond to flooding.

 D  Guide to resistant and resilient repair 
after a flood.

 DAdvice for businesses affected by flooding.

 DHouse hunters’ guide to flood risk information.

 DResponding to major floods.

 D  Climate adaption – guidance on insurance 
issues for new developments.

 D  Statement of principles on the provision 
of flood insurance.

See the details of these and other reports here.

Tailoring Hiscox approach to risk
Hiscox accepts that all theoretical research 
outcomes and models of climate-related risks 
may have flaws. We aim to minimise these effects 
through good management.

Natural catastrophe risk is reviewed at least 
quarterly by the Natural Catastrophe Exposure 
Management Group. They look in detail at the latest 
information on natural catastrophes (e.g. hurricanes, 
earthquakes) and:

 D  recommend which model to use for which 
phenomenon and how each model should 
be adapted to bring it closer to real 
world conditions;
 D identify new areas of risk research.

All changes to modeling policy, all of our 
research prioritisations and results are signed 
off and authorised by this committee, decisions 
are recorded and models are adapted to reflect 
policy changes.

Thus, we develop our own Hiscox ‘View of Risk’ 
(HVOR). This is constructed through a complex 
combination of the results of our own research, 
comparison with actual loss data, multiple factor 
analysis, use of multiple vendor modeling systems, 
incorporation of conservatism in areas where 
we believe the models could be deficient and 
adjustments to take account of new scientific 
understanding and new regulatory requirements, 
with the aim of generating an optimal model of real 
world risk. Thus, the Hiscox View of Risk defines 
the most significant climate change related risks 
and attempts to account for the latest scientific 
understanding related to the changing climate.

A selection of recent Lloyd’s publications on the 
risks of climate change include the following.

 D  A November 2016 report, ‘The Risk of Global 
Weather Teleconnections’, in association 
with the Met Office, which analyses the links 
between extreme weather events occurring 
in separate regions of the world that can take 
place over a range of timescales and supports 
the case that extreme weather events can be 
modelled as ‘independent’ by global reinsurers 
when assessing many of their key aggregate 
risks around the world.

 D  ‘California Flood: Central Valley risk analysis’. 
California’s Central Valley spans 19 counties, 
is home to 6.9 million people and contains $1 
trillion of insurable assets. Despite containing 
over 20,000km of levees and flood control 
structures, the Central Valley has a particularly 
high vulnerability to flooding – a vulnerability 
that is likely to rise as this infrastructure is 
eroded by climate change and as population 
expansion increases the pressure for urban 
development on protected floodplains. This 
report from Lloyd’s seeks to estimate the 
potential scale of impacts arising from a severe 
flood in the Central Valley. The analysis in this 
report is intended to support insurers to 
achieve more accurate risk-based pricing, 
which in turn should ensure claims can be paid 
and encourage responsible risk management. 
When this approach is combined with 
advanced modeling and forward-looking 
analysis, the private (re)insurance sector can 
play a major role in sustainable flood resilience.

 D  ‘The risk of global weather teleconnections’. 
The report, prepared by Lloyd’s in association 
with the Met Office, analyses the links between 
extreme weather events occurring in separate 
regions of the world that can take place over 
a range of timescales from days to years 
(known as teleconnections). The frequency 
and impacts of teleconnections take place 
are important for insurers, and particularly 
reinsurers, both of whom are required to hold 
a level of capital that adequately reflects their 
exposure to losses including material 
weather events.

 D  ‘Catastrophe Modeling and Climate Change’. 
The report demonstrates how the potential 
for climate change to drive changes in the 
severity and likelihood of extreme weather 
events could have implications for the accuracy 
of natural catastrophe models. It reviews 
the latest findings in climate change science 
and its effect on extreme weather events. 
It then outlines what catastrophe modeling 
is and how it came to be developed. Finally 
it examines whether and how catastrophes 
models account for climate change through 
a series of case studies provided by a range

https://www.lloyds.com/news-and-insight
https://www.abi.org.uk/news/news-articles/2017/05/climate-change-likely-to-increase-risk-of-costly-storms
https://www.abi.org.uk/data-and-resources/tools-and-resources/publications
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Total claims incurred but not reported for  the year 
ended 31 December 2016 were £1.59 billion. The 
methodologies and assumptions utilised to develop 
incurred but not reported reserves involve a 
significant degree of judgment as there is generally 
less information available with the related claims. 
The liabilities are based on the estimated ultimate 
cost of all claims incurred but not settled at a given 
date, whether reported or not, together with the 
related claims handling costs.

As part of our risk assessment, we stratify the 
loss reserves based on the inherent nature of 
the business class, the size of the class relative 
to the total reserves, exposure to adverse market 
development, sensitivity to significant assumptions 
and the degree of prior year reserve movement.

In order to challenge management’s assumptions 
and methodologies, we are assisted by our 
Actuarial Specialist Team members who perform 
independent re-projections on selected classes 
of business, particularly focusing on the largest 
and most volatile reserves as these are considered 
higher risk. For these classes, we compare our 
independent claims reserve estimates to those 
booked by management and seek to understand 
any significant differences.

Catastrophe reserves have an inherent place 
in these calculations and in the resultant amount 
of reserves held. In addition, we also test estimates 
of catastrophe claims against specific notifications 
received confirming event data. See Hiscox Annual 
Report and Accounts 2016 for further details.

1.3 Evaluating new technologies for tackling 
climate change

Hiscox recognises the opportunities for development 
of products to help manage the risks of new 
technologies for tackling climate change.

Our Emerging Business Team, working through 
the risk committee of the Board, have used the 
findings of the Catastrophe Modeling Team and the 
Emerging Risks Team to identify new technologies 
for tackling climate change and have gone on to 
identify appropriate changes to, or introduction 
of new, insurance products. See Section 6.2 for 
a full description of the Hiscox structure for risk 
management and how results are communicated.

Hiscox has also reviewed fracking (hydraulic 
fracturing injects highly pressurised fluids into shale 
thus forcing out the natural gas) and offshore wind 
farms and has started looking at carbon capture. 
In addition, we have analysed domestic used of new 
technologies for tackling climate change, including 
domestic or business use of wind turbines, solar 
panels, etc. and we have used this analysis to 
inform our home insurance policies and to drive 
a new area of insurance products, based on these 
new technologies.

including growth where opportunities arise.

The Group monitors its capital requirements based 
on both external risk measures, set by regulators 
and the rating agencies, and its own internal 
guidelines of risk appetite and compares this with 
available capital. We held £1.970 billion available 
capital at 31 December 2016.

As the ability of the Group to attract business, 
particularly reinsurance, is dependent upon the 
maintenance of appropriate financial strength 
ratings from the leading rating agencies (including 
A.M. Best, S&P and Fitch) and as each of these 
measures capital adequacy, good capital 
management is essential. Also, as a Bermudian 
registered holding company, the Bermuda Monetary 
Authority (BMA) regulator requires the Group to 
monitor its Group solvency capital and determine 
the minimum capital required to remain solvent 
throughout the year. From the 2016 year end 
onwards, the Group is also required to publish 
a Financial Condition Report (FCR), which will set 
out details of the measures governing the business 
operations, corporate governance framework, 
solvency and financial performance of the Group.

Our calculation of required capital includes an 
assessment of catastrophe risk and, as the largest 
driver of our capital is underwriting risk, the 
accuracy of our models is critical.

Our recent research on floods, US hurricanes, 
Atlantic hurricane frequencies and Japanese 
tsunami risk have all directly influenced our capital 
management decisions.

Reserves risk
We make financial provisions for unpaid claims, 
defence costs and related expenses to cover our 
ultimate liability both from reported claims and from 
‘incurred but not reported’ (IBNR) claims. If we do 
not put enough money aside for our exposures, this 
could affect the Group’s earnings, capital and future.

When underwriting risks, we estimate the likelihood 
of them occurring and their cost. Our actual claims 
experience could exceed our loss reserves, or we 
may need to increase levels of loss reserves.

The provisions we make to pay claims reflect our 
own experience and the industry’s view of similar 
business; historical trends in reserving patterns; 
loss payments and pending levels of unpaid claims; 
and awards as well as potential change in historic 
rates arising from market or economic conditions. 

Our provision estimates are subject to rigorous 
review by senior management from all areas of 
the business, as well as from independent actuaries. 
The relevant boards will approve the amount of the 
final provision, on the recommendation of dedicated 
reserving committees. The Group maintains 
a prudent approach to reserving, to help mitigate 
the uncertainty within the reserve estimates.

Adapting our insurance products to encourage 
customer up-take of new technologies for 
tackling climate change
The results of our cross-business collaboration 
(see Section 6.2 for further details) feeds directly 
into adaptations and refinements to our 
insurance products.

For example, we have changed our wording in 
our high-value household product offering to allow 
clients to use renewable energy as a replacement 
energy source in their home should the original 
energy source be damaged. We will provide up to 
£5,000 for them to replace energy sources with 
more environmentally friendly alternatives (e.g. solar 
powers, windmills etc.). This has increased our value 
offering to our more environmentally aware clients.

In addition, we have refreshed one of our home 
insurance products to clarify that it does cover 
environmental installations, such as solar panels, 
for damage as result of insured incident and lost 
revenue which would have been generated (up 
to certain limits). This is a positive move and, 
in addition to attracting new customers, existing 
customers are switching to take advantage of the 
additional cover. See Section 3.3 for further details 
about a sustainable approach to settling claims.

Insuring new technologies for tackling 
climate change
Hiscox recognises that, when new technologies 
enter a market, effective insurance against risk 
is an important factor in facilitating their uptake. 
It has the dual effect of enabling the growth of 
new direct business customers, whether through 
existing businesses moving into a new sector 
of the market or through encouragement and 
facilitation of new business start-ups, and of growth 
of home insurance customers. Hiscox has identified 
a growing customer base for insurance products 
and services related to environmental risks and 
climate change and is having success implementing 
insurance products which respond to these 
new requirements.

By providing the peace of mind to the client 
businesses that the new technology is properly 
insured, Hiscox is helping to facilitate the expansion 
of measures to combat climate change at all levels 
of the market; from private households to small 
businesses and larger institutions.

We actively look to develop products for professional 
indemnity related to UK emerging industries which 
includes consultants working in areas such as 
energy efficiency and environmental protection. 
In the past, consultants in the environmental and 
ecology industry throughout the UK were provided 
with public indemnity insurance through the general 
Hiscox ‘miscellaneous’ PI product.

We regard the priority for study in 2017-18 to be 
US flood risk.

The Hiscox governance process ensures that 
underwriter decisions are checked for compliance 
with latest policy. Real world claims data are also 
monitored and results fed back into the system to 
close the loop and continue to improve accuracy.

1.2 Using results to inform levels of pricing, 
capital and reserves

Pricing
The composite result of all Hiscox research into 
climate related risks, as expressed in the Hiscox 
View of Risk, sends a direct signal to our underwriters 
about Hiscox insurance pricing. As the adaptations 
agreed by the Natural Catastrophe Exposure 
Management Group are used to update the actual 
models that the underwriters use, so pricing 
guidance changes on their screens in order to 
inform their work, and forms an important factor 
in their decisions on what insurance they can offer, 
and at what price.

One example of how research has been used is 
how the output of our Catastrophe Modeling Team, 
working in partnership with our selected risk 
modeling companies, has informed Hiscox’s pricing 
calculations and enabled us to provide tailored 
property insurance based on the risks identified on 
an individual location basis, helping to provide flood 
cover for many UK and US properties that would 
otherwise have been excluded. See Section 3.1 
on Flood Re and FloodPlus.

As another example, our findings from catastrophe 
research have directly informed alterations to our 
US hurricane models (see Section 1.1) in regards 
to both hurricane landfall frequencies around the 
US coastline and perceived model underestimation 
of losses in specific regions in the US, with direct 
effects on our pricing.

In addition, recent studies into Atlantic hurricane 
frequencies and Japanese tsunami risk are better 
informing the pricing teams.

To facilitate this process, we have completed 
an extensive data exercise for our European 
business to centralise all our natural catastrophe 
risk information and make it more easily available 
to our underwriters, so enabling them to tailor 
their responses to climate change issues.

Capital management
Hiscox analyses current levels of risk across 
the portfolio, compares this to our a tightly defined 
appetite for risk and manages risk by purchase 
of re-insurance or by holding of an appropriate 
amount of capital. The Board monitors the capital 
strength of the Group and ensures its insurance 
carriers are suitably capitalised for regulatory and 
ratings purposes, taking into account future needs 

http://www.hiscoxgroup.com/~/media/Files/H/Hiscox/content-pdf/annual-report-2016.pdf) 
http://www.hiscoxgroup.com/~/media/Files/H/Hiscox/content-pdf/annual-report-2016.pdf) 


15Hiscox Climate Report 2017

Section 1

building a new steering committee comprised 
of NERC and industry representatives, aiming 
to improve the links between academia and 
industry and build industry-driven specific 
projects to help us understand catastrophe risk 
better (delivery affected by staff changes);
 D  publish a paper for the insurance industry 
that contrasts the previous windstorm season 
with past seasons and the effect of media 
derived perceptions of ‘stormy winters’ on 
the insurance industry (delivery affected 
by staff changes);
 D  publish a paper ahead of the next hurricane 
season regarding availability of data and 
uncertainty in US hurricane modeling 
(completed);
 D  conduct research to understand more about 
the variance between the predictions of our 
flood models and the real-world results of 
flooding, as reflected in our claims data, and 
study whether this variance may have a climate 
component to it and to identify the level of 
claims that sit outside the areas deemed as 
flood prone (completed).

In 2017-18, we plan to:

 D  make US flood risk our priority area 
of research;
 D  develop improved location level estimates 
of flood risk;
 D  developing estimates of tail risk due to US 
flood and the clash with hurricane events; 
 D  incorporate new earthquake models in the 
market into the Hiscox View of Risk.

As ongoing activities, we commit to:

 D  continue to develop our internal and external 
research initiatives and relationships;
 D  monitor and engage with new developments 
in risk modeling.

Role of the insurance industry
There is a wider insurance industry role to:

 Dconduct joint-working on climate risks;
 D improve modeling, particularly of flood risks;
 D  support accurate pricing of risks by the 
insurance industry to help pinpoint areas 
which are in need of increased risk 
mitigation measures;
 D  introduce new RMS and AIR severe convective 
storm models for the US and Canada;
 Dcontinue work on US flood requirements;
 D identify alternatives to NFIP pricing;
 Dconduct further work on wildfire risk;
 Dcontinue with further model upgrades.

Our Head of Emerging PI identified this as a growing 
area of new business in 2012-13 and developed 
a specific PI product for these consultants, known 
as ‘Green Consultants PI’. Some of the key cover 
enhancements are cover for survey work, defence 
costs for investigation under the Environmental 
Protection, Health and Safety, and Corporate 
Manslaughter Acts and Pollution Cover. For the 
year ending June 2017, we had written 591 policies 
versus 54 to the end of 2012. Whilst this is a niche 
area, with a relatively low number of policies, it is 
one which Hiscox wishes to play a proactive part.

Throughout the UK we provide a bespoke policy for 
energy assessors, who will rate the energy efficiency 
of properties under the government’s regulations. 
Starting from product launch in 2008, we had 
achieved 642 policies for the year ending June 2017.

Working closely with the National Association for 
Professional Inspectors and Testers (embed napit.
org.uk) to understand the training renewable energy 
installers go through, their work and the regulations 
they work within, Hiscox developed bespoke 
insurance for renewable energy installers.

We have partnered to provide a specialist policy 
which includes PI, property and liability cover. 
This is a specially tailored package for the renewable 
energy installers to include cover for negligent 
advice, as they will provide advice to customers 
about the likely energy and cost savings that will 
be generated from adopting these environmentally-
friendly technologies. Starting from product launch 
in 2010, we now have 455 policyholders for the year 
ending June 2017.

Our specialist policies for biomass and solid fuel 
heating installers have been developed in partnership 
with the relevant trade association, HETAS (embed 
hetas.co.uk) and provide a specialist policy to solid 
fuel heating installers. Starting from product launch 
in 2011, we now have 1,375 policyholders for the 
year ending June 2017.

New insurance product for home monitoring
Neos was first to market with an innovative 
insurance-linked home monitoring and service 
proposition, with Hiscox providing the accompanying 
insurance and home emergency cover. The 
packages include two door sensors, a water leak 
detector, a smart smoke alarm and a camera, all 
of which are installed by a Neos engineer. Access 
to the Neos app then allows customers to monitor 
their home from their mobile phone.

1.4 Planning for the future

Hiscox planning
Hiscox has a proactive approach to driving 
forward risk analysis and incorporating the results 
in our business. In 2016-17, we committed to:

 D  continue our Hiscox Group Head of 
Catastrophe Research involvement with 

Hiscox recognises the opportunities 
for development of products to help 
manage the risks of new technologies 
for tackling climate change.

http://www.telegraph.co.uk/business/2016/10/18/smart-home-insurer-scores-investment-from-gary-lineker


Summary
Hiscox works with policy makers and engages 
in public debate on climate change issues, 
both individually and, perhaps more influentially, 
as an active member of relevant industry bodies, 
particularly Lloyd’s, ABI and ClimateWise.

2016-7 has been a significant year for work on 
financial disclosure of business climate risks, in 
particular with the publication of the recommendations 
of the Financial Stability Board Task Force on Climate 
Related Financial Disclosures.

2.1. Working with policy makers to develop 
and maintain an economy that is resilient 
to climate risk.

Paris Agreement
The 21st Session of the Conference of the Parties 
to the United Nations Framework Convention on 
Climate Change (COP 21) was held in Paris in 
November-December 2015.

The Paris Conference marked the latest step in the 
evolution of the UN climate change regime, which 
originated in 1992 with the adoption of the Framework 
Convention. In the years since, the regime has 
been notable for the 1997 Kyoto Protocol (which 
established legally binding emissions targets for 
signatory developed countries), the 2009 Copenhagen 
Accord and 2010 Cancún Agreements (with 
developed and developing countries undertaking 
national pledges for 2020 and setting the goal of 
keeping average warming below two degrees 
Celsius above pre-industrial levels).

As the culmination of a four-year negotiating round, 
the output from Paris, the new Global Climate 
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Agreement and COP decision, ends the strict 
differentiation between developed and developing 
countries that characterised earlier efforts, replacing 
it with a common framework that commits all 
countries to put forward their best efforts and to 
strengthen them in the years ahead.

This includes, for the first time, requirements that 
all parties report regularly on their emissions and 
implementation efforts, and undergo international 
review. It reaffirmed the goal of limiting global 
temperature increase well below two degrees 
Celsius, while urging efforts to limit the increase to 
1.5 degrees and established binding commitments 
by all parties to make ‘nationally determined 
contributions’ (NDCs), publicly stated intentions 
to reduce post-2020 emissions.

Ahead of the Paris Conference, Hiscox joined other 
business leaders in supporting a statement of the 
insurance industry calling for global action on 
climate change – a major initiative championed by 
the COP21 Presidency and Minister Fabius and 
facilitated by the University of Cambridge Institute 
for Sustainability Leadership (CISL) Corporate 
Leaders Group. This gave ClimateWise a mandate 
at the Paris Conference to lobby on behalf of the 
insurance industry.

The Paris Climate Agreement was agreed in 
December 2015 by 195 countries and entered into 
force in November 2016. Under the Agreement, to 
accelerate the transition to a low carbon economy. 
Since then, the USA has been the only country 
to pull out of the agreement and the impact of that 
decision has yet to be judged.

Following the Paris conference, Hiscox joined 1,300 
other business leaders in signing the Paris Pledge 
for Action. Through this pledge, we showed Hiscox’s 
support for the adoption of the new, universal 
climate agreement formulated in Paris and affirmed 
our willingness to meet and exceed its stated aim 
to limit the global warming temperature rise to less 
than two degrees Celsius. We remain committed 
to this Paris Accord.

Climate Related Financial Disclosure
One result of the Paris Agreement has been 
to place increasing pressure on financial institutions 
to manage climate risks (and opportunities) and 
to disclose them.

One significant development in this more focussed 
approach to climate risk reporting is the work of 
the Financial Stability Board (FSB) Task Force on 
Climate Related Financial Disclosures (TCFD). The 
primary aim of the TCFD is to develop voluntary, 
consistent climate-related financial risk disclosures 
for use by companies in providing information to 
investors, lenders, insurers, and other stakeholders.

For the insurance sector, the TCFD recognised the 
decade of good work by ClimateWise members, 

including Hiscox, in publicly and voluntarily 
disclosing their strategic response to climate change 
across their core business activities. Accordingly, 
the TCFD identified the ClimateWise principles as 
a relevant tool to help insurers implement many of 
the TCFD recommendations and this is reflected in 
the TCFD supplemental guidance for the insurance 
sector. This is a significant endorsement as it 
reinforces that those insurers voluntarily disclosing 
their efforts through ClimateWise are well placed 
to meet the TCFD requirements. ClimateWise issued 
a response welcoming the report.

In addition to supporting the ClimateWise work 
with the TCFD, Hiscox has been monitoring the 
effect of the recommendations on the future of 
our own reporting. 

In order to understand more, we:

 D  held a meeting with ClimateWise, and their 
auditors PwC, in January 2017 to discuss 
the reporting requirements;
 D  noted the conclusions of a South Pole Group 
event entitled ‘Enabling climate-friendly finance 
for a two degree future’ held in January 2017 
to look at how the Paris Agreement will affect 
financial regulation and reporting;
 D  attended a ClimateWise roundtable in April 
2017 We look forward to welcoming you 
to explore ways to align the ClimateWise 
Principles with the TCFD Recommendations.

Though the publication of the final report has been 
too late for the recommendations to be reflected 
in this year’s Hiscox Climate Report, we anticipate 
that investors and regulators are likely to start to 
take up the recommendations in 2017-18 and we 
will work to ensure that our next climate report has 
begun to fulfil these expectations. However, we 
expect the process of data collection, analysis and 
interpretation to be substantial so we will start to 
work on it in this financial year.

Working to increase availability of insurance
Hiscox is working with partners and external bodies 
to increase the availability of insurance for previously 
uninsured markets and sectors.

Through our Chief Executive Officer and member 
of the ABI Board, Bronek Masojada, Hiscox was 
instrumental in lobbying the UK government about 
the high number of homes which were unable to 
access insurance against damage from flooding.

The resultant Flood Re is a scheme to provide 
insurers with the ability to purchase reinsurance for 
the flood risk element of a household risk at a fixed 
cost, enabling the insurer to widen their capability 
to offer insurance to flood exposed properties. This 
provides up to 200,000 UK homes at high risk of 
flooding with the ability to obtain insurance, 
previously unavailable to them. 

Hiscox was delighted to see the launch of Flood 

Re in April 2016. Since then our project team 
has been working hard to ensure that a plan for 
implementation is in place and that our processes 
and systems are developed to facilitate the scheme. 
Thanks to this work, Hiscox was one of only 17 
insurers ready to place business with Flood Re at 
launch through our broker channel, with direct 
business following soon after.

Hiscox has mirrored this approach with our award 
winning FloodPlus product in the USA.

Further details on the implementation of the Hiscox 
Flood Re and FloodPlus products are in Section 3.2.

Hiscox is also involved in the work of the Lloyd’s 
Disaster Risk Facility and is reviewing the latest 
update of the ClimateWise Compendium on Disaster 
Risk Transfer. See Section 1.1 for further details.

An international commitment to working 
with government 
Hiscox continues to endorse a global insurance 
industry statement, sponsored by ClimateWise, 
the Munich Climate Insurance Initiative (MCII) 
and the United Nations Environment Programme 
Finance Initiative (UNEP FI).

This collaboration involves over 100 of the top 
insurers across the world. It aims to facilitate 
building climate and disaster resilient communities 
and economies and to look at how the insurance 
industry and governments can work together more 
effectively, agreeing to actions in the following 
key areas:

 D  demonstrating leadership to decarbonise 
economic activity at the scale and pace 
demanded by scientific consensus and 
supporting corresponding public sector 
decision making;
 D  identifying and developing incentives to reduce 
climate risk by promoting risk awareness, risk 
prevention and risk reduction solutions that 
contribute to building adaptation to the effects 
of climate change including disaster resilience;
 D  where risks cannot be effectively reduced or 
retained, supporting the transfer and sharing 
of such risks through insurance mechanisms 
including risk pooling mechanisms;
 D  considering how insurance industry responses 
to climate related events can shape the 
behaviours and decisions of governments, 
communities and businesses in managing 
climate risks.

Section 2
Informing public policy.

http://www.cisl.cam.ac.uk/business-action/sustainable-finance/climatewise/news/climatewise-welcomes-the-tcfd-draft-disclosure-recommendations
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strengthen industry support for international 
regulators, policy makers and other stakeholders 
as they consider ways to promote a more 
systematic response to climate change across 
the global financial system with society’s wider 
needs in mind.

Also in 2016, ClimateWise facilitated three 
further Investing in Resilience roundtable meetings 
for their members, including Hiscox, and key 
industry stakeholders at the request of the PRA.

The meetings aimed to investigate whether enough 
attention has been paid to collective financial 
exposure to climate risk and to continue the 
dialogue between regulators and insurers on the 
resilience of the industry to climate change and 
the possible responses.

In 2016-17, the Bank of England’s Prudential 
Regulation Authority (PRA) continued to evaluate 
the impact of climate change on the insurance 
sector and has stated that “across these (physical, 
transition and liability) climate risk factors, the PRA’s 
analysis suggests that there is potential for climate 
change to present a substantial challenge to the 
business model of insurers.”

Rewiring the Economy
Hiscox continues to support the CISL work 
on ‘Rewiring the Economy’, a framework of ten 
thematic tasks for business, policy makers and 
financial institutions, aiming to lay the foundations 
for a sustainable economy. 

In June 2016, 250 members of CISL’s international 
network met to mark the first anniversary of the 
framework. The event focussed on the individual 
and collective leadership, collaboration, action and 
innovation required to rewire the economy. The day 
provided an opportunity to hear from senior leaders 
from business, finance and policy, as well as from 
academic colleagues, and to participate in 
roundtable discussions on three key themes:

 Dclimate stability and low carbon transition;
 D resource stewardship and healthy ecosystems;
 Dachieving social justice and wellbeing.

G20 study group
The G20’s Green Finance Study Group (GFSG) 
is completing a study to identify institutional and 
market barriers to green finance and to analyse 
options on how to enhance the ability of the financial 
system to mobilise private green investment. 
Five aspects of the financial system are in focus: 
banking, bond and institutional investment markets 
and the way that risk is analysed and progress 
measured progress across all three.

CISL is the lead knowledge partner for the risk 
analysis track, which focuses on identifying possible 
market and institutional failures that may prevent the 
incorporation of future environmental considerations 
into risk management by financial institutions.

ClimateWise members have been provided with 
the opportunity to submit their experiences to 
the process and to attend the GFSG’s public event 
in London in March 2016.

Hiscox participated in a CISL webinar in April 2016, 
to share the latest thinking that CISL intends to submit 
to the GFSG and to solicit feedback. A particular 
focus of discussion was the challenges financial 
institutions experience in the area of risk analysis.

ABI vision
Hiscox supports the ABI publication of their 
strategic thinking aloud document ‘Identifying the 
Challenges of a Changing World – The trends facing 
insurers towards the 2020s’. It discusses what 
impacts national and global trends could have on 
our customers, economy and industry and aims 
to stimulate debate and ideas about how we as 
an industry can make a positive difference.

It identifies ‘the continued impact of climate change 
on our environment’ as one of the seven overarching 
trends relevant to insurers seeking to understand 
the world of the 2020s, stating that the ‘debate on 
the scale and impact of climate change will be at 
the forefront of the 2020s, in particular whether 4°C 
warming will be reached by the end of the century 
instead of the predicted 2°C.

More broadly, it identifies that insurers will 
increasingly be coping with the consequences 
of greater volume of heat waves, drought and major 
floods which will accompany the climate change 
that is already certain to happen.

In aggregate, this will have wide-ranging effects 
on property, agriculture and mortality rates but such 
losses will continue to be heavily skewed towards 
certain geographies and climates with greater risk of 
hurricanes in North America and flooding in Europe 
and parts of Asia being key areas of concern for 
UK-based insurers.

In 2015, a Hiscox representative also attended 
an ABI event entitled ‘Feeling the heat?’ to look 
at climate challenges and opportunities for the 
insurance sector. A particular focus was on carbon 
capture and storage, highlighting ways for insurers 
to engage with this new innovative technology.

Supporting the Caribbean
Hiscox continues to support the Caribbean 
Catastrophe Risk Insurance Facility (CCRIF), 
an innovative public and private partnership which 
aims for a Caribbean region with optimised disaster 
risk management for climate change and to adapt 
practices to supporting long-term sustainable 
development (see full details in Section 3.4).

RICS 
We continue with our established commercial 
partnership with the Royal Institute of Chartered 
Surveyors (RICS). RICS believes that surveying has 
two qualities that make it uniquely placed to support 

the transformation towards greater sustainability 
in land, property and construction – its market 
experience and authority and its public interest 
remit. As early as 1881, the RICS Royal Charter set 
out the primary role of a surveyor as ‘securing the 
optimal use of land and its associated resources 
to meet social and economic needs’.

As an organisation, RICS advises political decision 
makers on issues such as energy performance, 
mainstreaming sustainable buildings, green 
procurement practices, life cycle costing, affordable 
housing and urban planning.

2.3. Planning for the future 

Hiscox planning
Hiscox has built strong ongoing relationships 
in the forum of public policy making.

In 2016-17 we committed to: 

 D  continue work to deliver our Paris Pledge 
(in progress); 
 Dcontinue to implement Flood Re (in progress);
 D  maintain involvement in ClimateWise work 
with the PRA (in progress). 

In 2017-18 we plan to:

 D  work towards including the recommendations 
of the TCFD in future Climate Reports.

As ongoing work, we will:

 D  continue to strengthen links across the 
industry and with policy makers through 
participation in relevant events and initiatives;
 D  influence policy decisions, working individually 
or through our membership of relevant 
industry bodies.

Role of the insurance industry 
We believe that there is a wider insurance industry 
role to:

 D  conduct joint-working on policy issues and 
develop a clear, cohesive industry perspective;
 D  lobby policy-makers and regulatory bodies 
on behalf of the insurance industry; 
 D  issue public statements on behalf of the 
insurance industry.

It identifies a mutually dependent relationship 
between governments, society and the insurance 
industry and recognises that increased risks 
resulting from climate change and ecological 
degradation pose a shared risk to the insurance 
industry, governments and society. This provides 
a strong incentive for collaboration at each step 
along the insurance risk management value chain:

 D risk identification and analysis;
 D risk prevention and risk reduction;
 D risk transfer.

2.2. Public debate on climate change and 
the need for action.

The PRA Insurance and Climate Change Report 
Hiscox was one of 15 ClimateWise members to 
endorse an open letter to the Governor of the Bank 
of England, Mark Carney, and the UK’s Prudential 
Regulation Authority (PRA).

The letter welcomed the PRA’s initiative to be one 
of the first insurance regulators globally to examine 
the likely impact that climate change will have on 
the insurance industry and its customers. The letter 
went on to welcome the publication of the PRA 
report, ‘The Impact of Climate Change on the UK 
Insurance Sector’, one of the first examples globally 
of an insurance regulator examining the impact that 
climate change risk could have on the insurance 
industry and its customers, and to call for the report 
to lead to urgent collective action to reduce the risks 
of climate change impacting society, and ultimately 
the insurance industry.

The letter noted that insurers should be enabled 
to better align their investment and risk management 
capabilities, while maintaining the financial security 
of their clients, so that invested capital flows can 
contribute to enhancing the overall resilience of 
society beyond the traditional financial risk transfer 
role insurance currently plays. 

It also called on the PRA to ensure “this engagement 
is only the first step in a much broader journey of 
collaboration aimed at managing the impact of 
climate change risk for the industry and its clients.”

Mark Carney, Governor of the Bank of England, 
responded welcoming the valuable co-operation 
of the regulated insurance firms on these issues.

Since publication of the PRA report, ClimateWise 
has continued to engage with the PRA and to 
explore ways to contribute to the debate on how 
regulation can more fully enable insurance to 
play its role in the response to climate change. 
A ClimateWise roundtable in February 2016, attended 
by HRH the Prince of Wales and the Governor of 
the Bank of England, provided a good opportunity 
to explore the issues raised by the PRA.

Following on from this work, ClimateWise has 
convened an Insurance Advisory Council to help 
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The scope of this review was to explore the 
opportunities and efficiencies of our Operations, 
as related to ESG performance.

It aimed to:

 Dsummarise existing business practice;
 Ddefine our internal business attitudes to ESG;
 D  identify where we want to sit in ESG rankings, 
compared to our business cohort;
 Dhelp us to decide on our future focus.

Outputs have been reviewed by Group Operations. 
See Section 6.2 for further details.

Website update
In 2016-17, Hiscox reviewed and updated the 
section of our website on Environmental, Social 
and Governance (ESG) issues, entitled 
‘Responsibility’ It has four sections:

 Dapproach;
 Dpeople;
 Dcommunities;
 Denvironment.

In the environment pages, we now include:

 Dour climate report;
 Dour environmental sustainability policy;
 D  our commitment to membership 
of ClimateWise;
 Dour carbon offset project;
 D  a summary of the impacts of our 
business operations;
 D the environmental awards we have received.

Of these, our climate report is our primary vehicle 
for communicating information to all stakeholders 
about our view of climate risks and the actions 
we are taking to tackle them.

Reaching out to homeowners about flood risk
With Environment Agency data showing around 
two million homes in England and Wales at flood 
risk now from the rivers and sea, with over 500,000 
of these at ‘moderate’ risk or greater, and around 
2.4 million additional homes at risk of surface water 
flooding. Flooding is a serious issue – yet many UK 
home owners were previously unable to obtain 
insurance against flooding.

Hiscox was one of the leaders in lobbying for 
a change in this situation. Hiscox Chief Executive 
Bronek Masojada wrote to every member of the 
House of Lords, the Treasury Select Committee 
and other key government stakeholders to highlight 
the issue.

Hiscox were delighted to see the launch of the UK 
Flood Re scheme in April 2016, the industry-backed 
reinsurance fund set up to provide affordable flood 
insurance for homeowners living in areas at high risk 
of flooding and anticipated to provide insurance 
for an estimated 350,000 homes.

In 2016-17, Hiscox led the way in the launch of our 
Flood Re product.

We publicised this new opportunity for customers 
to obtain insurance cover to our customers through 
articles in our online home insurance magazine, 
Cover Stories, including ‘Flood Re – what it is, 
how it works and what it means for you.

We also raised its profile with our brokers through 
our online broker news magazine and through 
our online broker factsheet.

Similarly, Hiscox FloodPlus, launched in May 2016, 
is one of the first insurance products to address 
flood insurance in the US.

FloodPlus meets a shortfall in flood cover for many 
homeowners by offering higher limits and a wider 
scope of cover than policies provided by the existing 
US government backed National Flood Insurance 
Program (NFIP). With current NFIP limits of only 
US$100,000 for contents and US$250,000 for 
buildings, US homeowners have had limited choice 
for flood cover.

Hiscox’s FloodPlus, which will be available through 
wholesale brokers  in the US, not only offers higher 
limits of cover but also a simpler definition of what 
constitutes a flood, as well as broader cover for 
personal property plus alternative accommodation 
while the property is being repaired. 

Commenting on the new product, Jonathan Powell, 
Personal Lines Underwriter for Hiscox London 
Market, said “As we’ve seen recently with huge 
floods in Houston, Texas, flood continues to cause 
devastation to homeowners throughout the US. 
Once again consumers are finding their flood cover 
woefully short of what they actually need with 
insufficient limits, no option for alternative 
accommodation, and a narrow definition of what 
constitutes a flood. Following deregulation of the 
market, we’ve been able to put together a product .
to the benefit of US homeowners who want more 
comprehensive flood coverage through a simple 
flood definition, higher limits and broader coverage.”

In 2017, Hiscox won the Lloyd’s ‘Best Product 
Innovation Award’.

RIBA House of the year competition, 
sponsored by Hiscox
In 2016, Hiscox once again sponsored the RIBA 
House of the Year Award which appeared for 
the second year running on Channel 4’s Grand 
Designs series.

Many of the homes featured were singled out 
for their innovative designs centred on sustainability. 
For example the Garden House has an innovative 
stepped roof garden and a focus on natural light.

Home of the future
In June 2015, we published The Hiscox Home of 
the Future Report 2015 about how people will live 
in the future, examining what the next 10 years in 
the home will look and feel like for people in the UK, 

France and Germany. It shows that, although homes 
will look much the same as how they look now, 
their functionality and capabilities will change 
dramatically, with everyday items working in more 
efficient and effective ways.

As well as highlighting the transformative role of 
technology, it clearly shows the growing importance 
of sustainability and wellbeing. Key findings include:

 D  dual and tri-hub homes on the rise – 
more generations living under one roof;
 D  renaissance of the prefab – next-generation 
pre-fabricated homes will be well engineered, 
factory built homes that improve affordability 
and help relieve housing shortages;
 D  growth of energy-positive communities 
that will generate both power and profit;
 D  evolution of the bathroom as it becomes 
the nerve centre for health monitoring 
and wellbeing;
 D  move towards ‘accidental minimalism’ as 
even more of what we own becomes virtual.

We publicised the report to our customers through 
articles in our online home insurance magazine, 
Cover Stories:

 D ‘What will the home of the future look like?’
 D  ‘The home of the future’, taking a tour round 
the home of 2025;
 D  ‘Can a home create more energy than 
it consumes?’.

An industry approach to informing customers
Through our membership of ClimateWise, Lloyd’s 
and the Association of British Insurers (ABI) and 
other relevant industry groups, Hiscox proactively 
participates in and/or supports insurance industry 
initiatives to inform our customers about climate 
change risks. See Section 2 for further details.

Hiscox is a key contributor to the Lloyd’s ‘360 Risk 
Insight’ project, which holds events and produces 
publications to inform customers about climate 
change. In addition, Lloyd’s produces a number of 
climate change publications on behalf of members. 
See Section 2 for further details.

The ABI provides customers with information on 
how to assess climate change issues and risks, how 
to prepare for extreme events and how to access 
appropriate insurance products. See the ABI 
website for further details.

Through our website, we refer customers to external 
sites which help them assess their own risks 
including Environment Agency sites on:

 DThe new flood information service;
 DPreparing for a flood.

Summary
Hiscox is working with our customers across the 
globe and using a wide variety of communications 
methods to ensure that we inform their decisions 
about insurance cover for climate risks.

3.1. Informing our customers about climate risks 
and helping them to assess their own risk.

Understanding our customers
To inform our customers about climate change, 
Hiscox believes it is first necessary to understand 
our customers’ attitudes, needs and wants and, 
in order to aid this understanding, we completed 
a survey of 610 customers.

It reached four conclusions:

 D  as experts in risk, consumers believe that 
insurers should take a lead role in informing 
and advising consumers about relevant 
environmental issues such as flooding and 
other weather related risks;
 D  participants believe that sustainable efforts 
should be a collaborative approach between 
consumers, companies and the government;
 D  consumers feel that insurers should take a 
proactive approach when it comes to climate 
change, such as offering customers discounts 
and rewards for acting sustainably and taking 
measures to reduce climate related risks; 
 D  survey participants possess a natural optimism 
about their ability to affect climate change, 
with the majority claiming to make lifestyle 
compromises to benefit the environment.

Internal review
In 2015-16, the Communications Team participated 
in the 2015-16 Strategic and Benchmark Review of 
Hiscox Environmental, Social and Governance 
Management, conducted for Hiscox by PwC. 

Section 3
Supporting customer 
climate awareness.

http://www.hiscoxgroup.com/responsibility.aspx
http://www.hiscoxgroup.com/responsibility/environment.aspx
http://www.floodre.co.uk/homeowner/
https://www.hiscox.co.uk/home-insurance/why-choose/flood-re
https://www.hiscox.co.uk/home-insurance/cover-stories/flood-re-what-it-is-how-it-works-and-what-it-means-for-you
https://www.hiscox.co.uk/home-insurance/cover-stories/flood-re-what-it-is-how-it-works-and-what-it-means-for-you
http://www.lloyds.com/news-and-insight/innovation-awards/nominees
http://www.lloyds.com/news-and-insight/innovation-awards/nominees
https://www.architecture.com/awards-and-competitions-landing-page/awards/riba-house-of-the-year/riba-house-of-the-year-2016
https://www.architecture.com/awards-and-competitions-landing-page/awards/riba-house-of-the-year/riba-house-of-the-year-2016
http://www.channel4.com/programmes/grand-designs-house-of-the-year/episode-guide/series-2
http://www.channel4.com/programmes/grand-designs-house-of-the-year/episode-guide/series-2
https://www.architecture.com/knowledge-and-resources/knowledge-landing-page/riba-house-of-the-year-2016-shortlist-episode-3
https://www.hiscox.co.uk/home-insurance/cover-stories/what-will-the-home-of-the-future-look-like
https://www.hiscox.co.uk/home-insurance/cover-stories/the-home-of-the-future/
https://www.hiscox.co.uk/home-insurance/cover-stories/can-a-home-create-more-energy-than-it-consumes-the-home-of-the-future/
https://www.hiscox.co.uk/home-insurance/cover-stories/can-a-home-create-more-energy-than-it-consumes-the-home-of-the-future/
https://www.abi.org.uk/
https://www.abi.org.uk/
https://flood-warning-information.service.gov.uk/
https://www.gov.uk/prepare-for-a-flood
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household product offering to allow clients to use 
renewable energy as a replacement energy source 
in their home should the original energy source be 
damaged. We will provide up to £5k for them to 
replace energy sources with more environmentally 
friendly alternatives (e.g. solar powers, windmills etc.). 
This has increased our value offering to our more 
environmentally aware clients.

In addition, we have refreshed one of our home 
insurance products to clarify that it does cover 
environmental installations, such as solar panels, 
for damage as result of insured incident and lost 
revenue which would have been generated (up  
to certain limits). This is a positive move and, in 
addition to attracting new customers, existing 
customers are switching to take advantage of the 
additional cover.

3.3. Increasing the proportion of non-life claims 
that are settled in a sustainable manner.

An industry approach to sustainable claims
ClimateWise has worked with the University of 
Cambridge Institute for Sustainability Leadership 
(CISL) to develop sustainable claims management 
guidance. The aim was to recommend how the 
insurance industry as a whole could increase the 
sustainability of insurance claims. The resultant 
report focuses on domestic property claims, taking 
into account the lessons learnt from similar initiatives 
within the motor and commercial property sectors.

It concluded that a sustainable claims process 
requires the following:

 D  identification of priority areas to reduce 
environmental impact;
 D  a sustainable claims management plan 
to reduce environmental impacts;
 D  communication, appropriate to your business, 
with contractors, suppliers and customers on 
opportunities to reduce environmental impact;
 Dstandardised annual reporting on progress.

In attempting to implement the above guidance, 
Hiscox recognises that it is difficult to have direct 
influence on repair practices as they are managed 
indirectly through a network of contractors 
appointed by loss adjusters.

However, we recognise that sustainable claims 
management is an area where we can make a 
significant difference. It is subject to an internal 
review and a new initiative commencing in 2017.

Reducing the impact of claims assessment
From a claims perspective, Hiscox partners share 
our desire to minimise their environmental impacts. 
For example, Hiscox claims are actively working 
with loss adjusters to keep travel to a minimum 
and to encourage use of public transport, mirroring 
Hiscox staff travel practices, to reduce the 
environmental impacts of their travel.

Hiscox Claims making a real difference
As one example, all of our panel UK law firms, 
bar one, are now members of the Legal Sector 
Alliance, a movement of law firms committed to 
working collaboratively to take on action on climate 
change by reducing their carbon footprint – and 
pushing for environmentally sustainable practises. 
They commit to:

 D  measure, manage and reduce the impact 
of operations;
 D  work with external stakeholders to reduce 
indirect impact;
 D  integrate awareness of climate change across 
the business;
 D  advise clients on the opportunities and 
obligations arising from and under climate 
change law;
 D  work collaboratively to engage in the public 
debate on climate change and to develop, 
apply and promote best practice across 
the sector;
 D report on progress and be accountable;
 D  adopt and pursue a challenging emissions 
reduction target appropriate for the own 
organisation and needs, achievement of 
which will deliver over stated time periods 
a meaningful and progressive reduction 
in emissions.

We also expect firms we use to think about travel 
and, where feasible, to use hybrid hire cars or cars 
with low emissions. Many now use hybrid car 
companies. On the property side we have reduced 
reporting by 70% and rolled out CMS to all of our 
property adjusters, reducing the need for paper files 
and correspondence.

3.4. Assisting markets with low insurance 
penetration to understand and respond 
to climate change.

Increasing market penetration
The Intergovernmental Panel on Climate Change 
(IPCC) Special Report on Managing the Risks 
of Extreme Events and Disasters to Advance 
Climate Change Adaptation (SREX) emphasised 
that the poorest countries are expected to be worse 
affected by changes in the frequency and intensity 
of extreme weather events. Importantly, these 
countries also have low insurance penetration.

The first step in assisting markets and customers 
in responding to climate change is to understand 
how it will affect these markets. Accordingly, Hiscox 
is investing in research to assess the effects of 
climate change across the developing world, 
including on hurricanes in the Atlantic and flooding 
in low lying countries. We also have strong links 
with the Insurance Institute of London on ways 
to deal with climate change risk in emerging 
economies and poorly modelled countries.

Hiscox works with and through local insurers 

to provide risk management advice, assurance 
and insurance cover for farmers and farm mutuals 
in many areas of the world, particularly in China 
and India, against reduced yields due to poor 
weather conditions during the growing season.  
This catastrophe protection ensures that the local 
insurers can continue to provide cover even after 
major disasters.

We support organisations including farm mutuals, 
agricultural insurers and government risk pools, 
enabling farmers to grow food for the world’s most 
rapidly expanding populations.

Funding for disaster relief
Hiscox is supporting the industry approach 
to assisting the developing world through our 
membership of ClimateWise, Lloyd’s and other 
relevant industry groups.

Hiscox is involved in the Lloyd’s Disaster Risk 
Facility work. This initiative involves several 
syndicates providing a pot of capital for under-
insurance, which currently stands at $400mn.

Related work by the Risk Modelling and Mapping 
Project (RMMP), a sub-group of the Insurance 
Development Forum (IDF), is focussing on 
understanding why there is currently limited 
collaboration across government, intergovernmental, 
academia and the insurance industry to work to 
close the insurance protection gap in developing 
countries. It has established that there is:

 D  duplication of activity and inefficient use 
of resources;
 D  highly variable understanding of risk modelling 
capability and risk assessment development;
 D  poor communication and uptake of 
approaches proven to work;
 D  inconsistent development of data, models, 
methods and language;
 D  ignorance of models, data and platforms 
developed and available;
 D  poor access to – and sharing of – high 
quality hazard, exposure, risk and historical 
loss data;
 D  serious gaps in exposure and vulnerability 
data in developing countries;
 D  challenges with bridging the communication 
gap and misalignment of interests between 
public and private sector.

3.2. Encouraging our customers to adapt 
to climate change.

Flood Re and FloodPlus
In addition to offering more home owners the 
opportunity to obtain insurance against flood risk, 
the Flood Re scheme (see Section 3.1) also helps 
people to better understand their level of flood risk 
and explains how they can take action to reduce 
their risk, where possible. 

The scheme is intended to operate for 25 years, 
allowing time for the government, local authorities, 
insurers and communities to work together to 
improve flood preparedness.

Hiscox aims to offer preferential pricing for those 
clients who are minimising their climate risks.

Insurance for new environmental technologies
When new technologies enter a market, effective 
insurance against risk is an important factor 
in facilitating their uptake. It has the dual effect 
of enabling the growth of new direct business 
customers, whether through existing businesses 
moving into a new sector of the market or through 
encouragement and facilitation of new business 
start-ups, and of growth of home insurance 
customers. Hiscox has identified a growing 
customer base for insurance products and services 
related to environmental risks and climate change 
and is having significant success implementing 
insurance products which respond to these new 
requirements.

Initiatives include:

 D  solar panel cover for policyholders with 
home insurance;
 D  enhanced open-market insurance for 
environmental industry professionals, covering 
public indemnity insurance for survey work, 
defence costs for investigation under the 
Environmental Protection, Health and Safety, 
and Cover for Corporate Manslaughter Acts 
and Pollution;
 D  bespoke open market insurance for energy 
assessors who rate the energy efficiency of 
properties under the government’s regulations;
 D  a specially tailored package for the renewable 
energy installers to include cover for 
negligent advice;
 D  specialist policies for biomass and solid 
fuel heating installers.

See Section 1.4 for further details.

Adapting existing products to encourage 
customer up-take of new technologies
Business analysis of new risks and opportunities 
feeds directly into adaptations and refinements to 
our insurance products. See Section 6.2 for further 
details of the reporting process. For example, we 
have changed our wording in our high value 

http://legalsectoralliance.co.uk
http://legalsectoralliance.co.uk
https://www.ipcc.ch/pdf/special-reports/srex/SREX_Full_Report.pdf
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The RMMP team has proposed a small number 
of pilots to bring stakeholders together to overcome 
the challenge of limited data availability.

The ClimateWise Compendium on Disaster Risk 
Transfer, a database of risk transfer solutions in 
developing countries, was first compiled in 2011 
through collaboration with the Grantham Research 
Institute at LSE. The UK’s Department for International 
Development has now commissioned an update 
and the extension of the database, with the aim 
of making if publicly available in 2017.

The Lloyd’s Charities Trust continues to support 
RedR, the international disaster relief charity, with 
a donation of £450,000 from April 2016 to March 
2019. This funding will increase the ability of over 
2,000 individuals and organisations to prepare for 
and respond to emergencies, especially in urban 
centres, and will support the following projects:

 D  developing and delivering a new e-facilitated 
learning programme for local responders 
in disaster affected countries;
 D training international aid workers;
 D  providing technical support and harnessing 
private sector expertise;
 D  tailored support in the immediate aftermath 
of a disaster.

Supporting the Caribbean
Hiscox continues to support the Caribbean 
Catastrophe Risk Insurance Facility segregated 
portfolio company (CCRIF SPC), a partnership 
to assist Caribbean governments and their 
communities in understanding and reducing the 
socio-economic and environmental impacts 
of natural catastrophes by providing immediate 
liquidity through a range of affordable insurance 
products, developing innovative and dynamic 
tools and services, and operating in a way that 
is financially sustainable and responsive to the 
needs of the region.

It is designed to provide funds to Caribbean 
governments in the event of a natural catastrophe 
via a range of affordable insurance products, 
innovative and dynamic tools and services and 
by operating in a way that is financially sustainable 
and responsive to the needs of the region. The 
facility has already had a tangible impact on building 
climate change resilience in the Caribbean.

In May 2017 the Caribbean Development Bank 
and CCRIF SPC launched the Integrated Sovereign 
Risk Management in the Caribbean project. This 
project seeks to enable all Caribbean countries 
to take a proactive approach towards country risk 
management, moving beyond planning for natural 
disaster risks such as climate change and events 
like hurricanes and earthquakes and recognising 
the intrinsic linkages between disaster risk and the 
impacts of these on socioeconomic development.

In March 2017 CCRIF SPC and the Government 
of Belize have signed an agreement for CCRIF to 
provide US$100,000 to the Government to purchase 
40-50 automatic weather stations that will provide 
the Meteorological Service of Belize with access 
to real-time rainfall data.

The CCRIF SPC made a payment of 6.5 million 
euros, the maximum payable under the policy, 
to the Government of Dominica under the Facility’s 
Excess Rainfall Programme as a result of rains 
that occurred during Tropical Storm Erika on 
August 27, 2015.

For example, the CCRIF SPC made a payment 
of 6.5 million euros, the maximum payable under 
the policy, to the Government of Dominica under 
the Facility’s Excess Rainfall Programme as a result 
of rains that occurred during Tropical Storm Erika 
on August 27, 2015.

3.5. Planning for the future

Hiscox planning
Hiscox has strong ongoing relationships with our 
global customer base. In 2016-17, we committed to:

 D  find out more about our customer beliefs and 
values relating to climate change (in progress);
 D  publish a number of new articles on climate 
change issues in our customer publications.

In 2017-18, we plan to:

 D  continue with our roll-out of Flood Re 
and FloodPlus.

We will continue with ongoing work to:

 D  identify new opportunities to introduce 
products and services which support our 
customers in adapting to climate change 
and continue increasing the number of these 
policies sold to new technology companies 
(Flood Re and FloodPlus delivered);
 D  continue to provide insurance against effects 
of climate change in areas of poor insurance 
penetration.

Role of the insurance industry
We believe that there is a wider insurance industry 
role to:

 D  produce reports on climate change, aimed 
at informing insurance customers about the 
issues and encouraging them to consider 
climate change in their decisions;
 Dencourage sustainability in the claims process;
 D  raise the profile of climate change in markets 
with poor insurance penetration.

Our high value homes policy allows 
customers to use renewable energy 
as a replacement energy source in 
their home should the original energy 
source be damaged.
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4.1. Evaluating the implications of climate 
change for investment performance and 
shareholder value.

Internal evaluation 
The Hiscox Investment Team are proactive in 
evaluating the implications of climate change on 
our investments. The team have analysed specialist 
environmentally and ethically focussed funds to 
assess their various approaches to ESG issues, 
concluding that there are wide differences in 
approach to this complex issue, both the investment 
areas identified as unsuitable for such investments 
and in the approach taken, with some funds 
favouring absolute exclusion of specific sectors 
and other funds supporting an approach of 
engagement leading to change.

Previous analysis of the economics of climate 
change and the potential impact on Hiscox 
investments has included consideration of the  
Stern Review on the Economics of Climate Change 
(UK), the Jorgenson (et al) report on the US Market 
consequences of Global Climate Change (US), 
the Garnaut Climate Change Review (Australia), 
the Mercer Climate Change Report and a number 
of academic papers exploring social discounting 
and mitigation costs.

In 2016-17, the Hiscox Investment Team, working 
with our sustainability integrator, continued with 
a process of evaluation of the governance and ESG 
reports of our fund management businesses, 
in order to assess their performance.

In 2016-17, we reviewed the climate related 
performance of a total of 13 of our investment 
partners (six of our key equity fund management 
companies and seven of our key bond management 
companies). This review consisted of an open 
search of their publicly available information 
(web or print) and scored them on five factors:

 D level of public disclosure on climate
 Dpolicy on climate related investment;
 Devidence of implementation of the policy;
 D  involvement in research and pro-active 
initiatives towards sustainable investment;
 D  work to minimise the direct impacts of their 
business operations.

We used the results to draw conclusions about 
our investment profile on climate-related issues.

Where required, we plan to follow-up with direct 
questionnaires to the key management companies 
in 2017-18.

Strategic review
In 2015, the Investment Team, participated in the 
2015-16 Strategic and Benchmark Review of Hiscox 
Environmental, Social and Governance Management, 
conducted for Hiscox by PwC. The scope of this 
review was to explore the opportunities and 
efficiencies of our business operations, as related 

to ESG performance. It aimed to:

 Dsummarise existing business practice;
 D  identify where we want to sit in ESG rankings, 
compared to our business cohort;
 Ddefine our business attitudes to ESG;
 Dhelp us to decide on our future focus.

See Section 5.1 for further details.

Output has ben reviewed by Group Operations.

Industry collaboration
Hiscox regards industry co-operation as an 
essential part of our business. On investments, 
we work with, are members of, or refer to:

 D  The Loan Market Association (LMA) Chief 
Investment Officer (CIO) Forum;
 DThe Insurance Investment Exchange;
 DThe Geneva Association;
 D  The Cambridge Institute for Sustainability 
Leadership;
 DFTSE4Good;
 DLloyd’s of London;
 DThe Association of British Insurers (ABI).

In December 2016, the FTSE4Good Sustainable 
Investment Forum delivered a seminar entitled 
‘Past-Present-Future of Sustainable Investing’ 
which looked at:

 D  the future of Environmental, Social and 
Governance (ESG) ratings;
 Dsustainable investment models;
 D levels of disclosure of information;
 Dstewardship;
 Dobstacles to investor engagement;
 D long-term franchise value.

Hiscox communicated the seminar information 
through-out our Investment Team, who completed 
an analysis of the relevance of its findings to Hiscox.

In January 2017, the Climate Change and 
Sustainability Services section of EY (formerly 
Ernst & Young, an international assurance, tax, 
transactions and advisory services consultancy) 
published their latest report, ‘Climate Change:  
The Investment Perspective’. 

It shared thought leadership on climate-related 
opportunities and threats for key players in the 
financial system, particularly looking at the 
anticipated worldwide ‘energy transition’ resulting 
from the Paris agreement, with its implications for 
the financial services sector. EY say “on the upside, 
research in the report suggests that investment 
opportunities arising from the energy transition 
will actually outweigh climate-related risks in the 
long term and many have already taken tangible 
investment decisions in response.”

Our Chief Investment Officer analysed the report 
and found that, though mostly aimed at the longer 
term life and pensions markets, elements had 
relevance to the Hiscox business.

Also in January 2017, the Association of Bermuda 
Insurers and Reinsurers invited Hiscox to participate 
in an OECD Green Infrastructure Survey on insurer 
investment interest in climate-resilient infrastructure.  
The survey formed the basis for an OECD report 
for the G-20 Presidency, titled ‘Growth, Investment, 
and the Low Carbon Transition: Constructing 
a Climate-Resilient Future’.

In June 2017, a Hiscox representative participated 
in the Lloyd’s Tercentenary Research Foundation 
annual seminar on ‘Building Coastal Resilience 
with Natural Infrastructure’, presenting the results 
of collaborative research on the modeling and 
financing of natural defences to support risk 
reduction and climate adaptation. The research 
studied the significant risk reduction role of wetlands 
and reefs, how this role may be accounted for in 
industry risk models, and how investments in natural 
defences can enhance natural wealth and 
social resilience.

We have also participated in a Lloyd’s workshop 
for the London insurance market aimed to share 
learning and expand knowledge on opportunities 
for climate change related investment strategies 
and reached a consensus that climate change 
is regarded as inevitable, with a temperature rise 
of at least two degrees Celsius. 

This thinking has been updated in the recent 
PRA report on the impacts of climate change on 
the UK insurance sector. Hiscox drew a number 
of conclusions related to our investment strategy, 
most notably that the evolving policy response to 
climate change may be as important as its direct 
impacts. Analysis of the implications of these 
conclusions has highlighted possible impacts 
of climate change on:

 D  the economy through changes in the 
availability of the factors of production and 
by changing the efficiency with which factors 
are combined to produce goods and services 
(i.e. factor productivity), leading to capital 
market volatility;
 Dhuman illness and mortality rates;
 D  energy supply and industrial emissions, 
through mitigation efforts;
 D  relative prices of goods and services, 
increasing prices of food and energy 
respectively;
 Dmigration and trade patterns;
 D  trends in sectoral flow of funds, interest 
rates and credit spreads;
 D  global political stresses, potentially igniting 
trade protectionism, ‘land grabs’, pogroms 
and wars.

Summary
The Hiscox Investment Team oversaw a total of 
£4.41 billion of financial assets and cash in 2016, 
up from £3.61 billion in 2015, investing in bonds, 
cash and equities on behalf of the Hiscox Group.

We maintain a relatively small in-house investment 
team of approximately five staff whose primary 
function is of asset allocation and manager 
selection. Located in London, the team is currently 
managed by Chief Investment Officer, David Astor, 
with overall responsibility for asset allocation and 
manager selection. The remainder of the team 
is comprised of a senior investment analyst with 
primary responsibility for risk asset manager 
research, an investment analyst with primary 
responsibility for financial reporting and analysis, 
an investments administrator and a risk modeling 
expert. We are currently recruiting for another 
senior investment analyst whose primary 
responsibility will be bond manager research 
and monitoring and economics.

We declare our approach to investment within 
the annual report and accounts. We are a small 
player in the overall investment sector therefore 
our influence is limited.

In practice, Hiscox outsources the management 
of the Group’s investment assets to a range of 
specialist third-party fund management experts and 
investment managers who deal with securities and 
stock selection on a day-to-day basis and manage 
the investment risks on our behalf. However, the 
Investment Team retain the primary fiduciary duty 
to protect and enhance the value of our assets. 
This includes protecting against the investment risks 
resulting from climate change issues.

Section 4
Incorporate climate change 
into investment strategies.

http://www.lma.eu.com/about-us
http://www.insuranceinvestmentexchange.com
https://www.genevaassociation.org
http://www.cisl.cam.ac.uk
http://www.cisl.cam.ac.uk
http://www.ftse.com/products/indices/ftse4good
https://www.lloyds.com
https://www.abi.org.uk
http://www.ftserussell.com/files/support-documents/ftse4good-15-year-anniversary-report 
http://www.ftserussell.com/files/support-documents/ftse4good-15-year-anniversary-report 
http://www.ey.com/Publication/vwLUAssets/EY-climate-change-and-investment/$FILE/EY-climate-change-and-investment.pdf
http://www.ey.com/Publication/vwLUAssets/EY-climate-change-and-investment/$FILE/EY-climate-change-and-investment.pdf
https://www.google.co.uk/search?q=OECD+Green+Infrastructure+Survey&oq=OECD+Green+Infrastructure+Survey&aqs=chrome..69i57.833j0j4&sourceid=chrome&ie=UTF-8  
http://www.cisl.cam.ac.uk/research/centre-for-sustainable-finance  
http://www.cisl.cam.ac.uk/research/centre-for-sustainable-finance  
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we recognise that:

 D  as a relatively small participant in the wider 
investment markets, we have limited influence 
on our fund management companies, 
managers or on companies in which we invest;
 D  the area of environmental investment is 
complex and multi-layered;
 D  our investment approach is based on short 
to medium-term investments and, as such, 
these have a low direct correlation with the 
longer-term issues of climate change risk.

Thus we have defined an investment approach for 
the 2016-19 period which depends on:

 D  working with the highest rated expert fund 
management companies, with a reliance 
on their selection criteria – on the basis that 
their excellence will encompass their ESG 
performance;
 D  investment predominantly in highly-rated 
bonds on the basis that these will show 
good ESG performance;
 D  an increase in assessment of their ESG 
performance by Hiscox;
 D  no specifically-defined restrictions set 
by Hiscox, with the exception of excluding 
investment in the nuclear sector.

We select our investment partners based on:

 Dperformance;
 Dprocess;
 Dpeople;
 D reputation.

We expect transparency, sustainable business 
practices and good governance in the companies 
who manage our assets.

Even though our investment partners manage the 
day-to-day investment risks for us, we do maintain 
a strategic view of investment risk through the 
Investment Team.

Any significant findings are raised at the regular 
meetings of the Hiscox Investment Committee of 
the Board. This Committee has responsibility for 
oversight of the Group’s investments and is 
comprised of Board members, including our Chief 
Executive Officer and Chief Financial Officer. If 
appropriate, it will consider the findings of its sister 
Committees of the Board on Emerging Risk and 
Catastrophe modeling and incorporate these into 
future investment strategy.

Any risks are fed into our Risk Team and our risk 
management process, via a monthly meeting. Risks 
are added to the risk register and scored alongside 
other business risks. See Section 6.1 for more details 
of our risk management process.

One example of an investment risk related to climate 
change that we are monitoring is the creation of 
‘stranded assets’, i.e. the value of our investments 
will drop if they are placed within sectors which 

will suffer as a result of climate change or as a result 
of adaptation to climate change. One example of 
a sector which we currently invest in is the oil and 
coal industries which may be replaced with 
renewable energy over time.

An industry initiative
Hiscox supports the ClimateWise initiative on 
increasing opportunities to make low carbon fixed 
income investments. ClimateWise reports that The 
International Energy Agency (IEA) ‘estimates that 
investment and spending in low carbon energy 
technology needs to dramatically increase from 
current levels if we are to avoid dangerous climate 
change and the consequent costs. Not mitigating 
climate change has serious implications for 
corporate performance. Consequently investment 
allocation and portfolio management that does not 
take into account climate risks and opportunities will 
undermine long term growth and financial stability.’

ClimateWise has set out to understand what 
a gold standard means in incorporating low carbon 
decision-making in insurance and reinsurance 
investment strategies. ClimateWise members are 
taking both a qualitative and quantitative approach 
to considering the impact of climate risks and 
opportunities in relation to asset allocation.

Supporting new low carbon technologies
In 2016, Hiscox once again sponsored The Sunday 
Times Hiscox Tech Track 100 and was category 
sponsor of the Digital Innovation Award. Each year, 
The Sunday Times ranks Britain’s 100 private 
technology companies with the fastest growing 
sales over the last three years. It is a varied list, but 
one that demonstrates the growth and potential of 
companies to investors and peers as well as current 
and future customers.

Tech Track 100 companies range from mobile 
start-ups right through to digital marketing 
businesses. Companies on the list are typically:

 D0wned and run by entrepreneurs;
 Dhave between 20 and 200 staff;
 D  have an average three year sales growth 
ranging from 40% to 280% pa;
 Dhave sales ranging from £5m to £50m.

A number of Tech Track 100 companies focus on 
environmental issues or bring environmental benefits 
through their products and services, including 
an eco-friendly materials developer or the airline 
industry, an electric vehicle charging developer and 
a travel bookings system developer. Hiscox has 
historically insured around 30% of the Tech Track 
100. Hiscox promotes Tech Track 100 through our 
business blog, hosting information about our 
sponsorship, blog posts, interviews and news.

Hiscox also supports new technologies related to 
climate change by providing appropriate insurance 
products and services (see Section 1.3 for more).

4.3. Communicating our investment beliefs 
and strategy on climate change to clients 
and beneficiaries.

Industry collaboration
Hiscox relies on external collaborations to publish 
approaches to climate-related investments.

Through our membership of Lloyd’s and 
ClimateWise, we are benefiting from their work on 
investments with organisations such as Standard 
and Poor’s credit rating agency and Foreign and 
Colonial Investment Trust. Hiscox was one of 15 
ClimateWise members to endorse an open letter to 
the Governor of the Bank of England, Mark Carney, 
and the UK’s Prudential Regulation Authority (PRA) 
in response to the recent PRA report, ‘The Impact 
of Climate Change on the UK Insurance Sector’. 
See Section 2.1 for further details.

To date external communication about climate 
change in investment has included:

 D  a paper entitled ‘Feeling the heat – an 
investors’ guide to measuring business risk 
from carbon and energy regulation’ by the 
CISL Investment Leaders Group;
 D  a paper entitled ‘Unhedgeable risk: how 
climate change sentiment impacts investment’ 
by CISL;
 D  the recent PRA report on the impacts of 
climate change on the UK insurance sector, 
which included investment issues;
 D  a statement drawing attention to the gap 
between the low carbon investment needed 
and the fixed income carbon investments 
available and suggesting solutions to 
address this;
 D  an Environmental Bonds Conference on 
capital markets and the green economy.

Communications strategy development
Hiscox recognises the importance of good 
communication with our customers and 
stakeholders and we use different mechanisms 
to achieve this communication. We have reviewed 
our major shareholders and peers attitudes to 
climate change, based on our history of direct 
communications with them or on publicly available 
information on their investment decisions.

The Cambridge Institute for Sustainability 
Leadership ‘Centre for Sustainable Finance 
provides a central information point for current 
industry research and thinking on inclusion of 
climate change in financial decisions. Key 2016-17 
papers of relevance to Hiscox include:

 D  ‘Environmental risk analysis by financial 
institutions’, advising the G20 on how to 
integrate environmental risk into financial 
decision-making and resulting in a G20 
communiqué recognising the importance 
of scaling up green finance and welcoming 
proposals for use of voluntary options. 
See Section 2.1 for more details.

Other papers relating to climate change and 
investment include:

 D  a student project report, with direct Hiscox 
Investment and Facilities Management 
contributions, studying whether greater 
knowledge sharing across leading insurance 
companies can help reduce climate-related 
risk and drive sustainable investment. 
This research found knowledge sharing 
to be positively associated with reducing 
climate related asset risk and increasing 
sustainable investment;
 D  a Towers Watson paper entitled ‘We need  
a bigger boat: sustainability in investment’.
 D  a Cambridge Programme for Sustainability 
Leadership paper, ‘What could excellence 
in incorporating low carbon decision-making 
in insurance and reinsurance investment 
strategies look like?’;
 D  a paper by UNEP FI, Global Compact and  
The Principles for Responsible Investment;
 D  ‘New Angle on Sovereign Credit Risk, E-RISC: 
Environmental Risk Integration in Sovereign 
Credit Analysis’ by the United Nations 
Environment Programme Finance Initiative 
(UNEP FI);
 D  ‘Fiduciary responsibility: legal and practical 
aspects of integrating environmental, social 
and governance issues into institutional 
investment (“Fiduciary II”)’, an AMWG follow 
-up to the ‘Freshfields Report’.

4.2. Incorporating the outcomes of climate risk 
evaluations into investment decision-making.

Managing investment risks
In 2016, the Investment Team completed their third 
review of our investment approach, decisions and 
guidance, on track with their planned three-year 
cycle, with the next review scheduled for 2019 and 
with interim reviews to be conducted if there is a 
major new development that may warrant a change 
to our investment strategy. The 2016 review was 
supported by the Hiscox sustainability integrator. 

Following our most recent 2016 assessment of 
climate change on Hiscox investments,

http://www.fasttrack.co.uk/league-tables/tech-track-100 
http://www.fasttrack.co.uk/league-tables/tech-track-100 
http://www.cisl.cam.ac.uk/publications/publication-pdfs/carbon-report.pdf
http://www.cisl.cam.ac.uk/publications/publication-pdfs/carbon-report.pdf
http://www.cisl.cam.ac.uk/publications/publication-pdfs/carbon-report.pdf
http://www.cisl.cam.ac.uk/publications/sustainable-finance-publications/unhedgeable-risk
http://www.cisl.cam.ac.uk/publications/sustainable-finance-publications/unhedgeable-risk
http://www.bankofengland.co.uk/pra/Documents/supervision/activities/pradefra0915.pdf
https://www.e3g.org/docs/Unlocking_investment_to_deliver_Britains_low_carbon_future_-_Green_Investment_Bank_Commission_Report_June_2010.pdf
http://www.cisl.cam.ac.uk/research/centre-for-sustainable-finance
http://www.cisl.cam.ac.uk/research/centre-for-sustainable-finance
https://www.towerswatson.com/en.../Sustainable-investing-we-need-a-bigger-boat
https://www.towerswatson.com/en.../Sustainable-investing-we-need-a-bigger-boat
http://financehub.cisl.cam.ac.uk/resource/what-could-excellence-incorporating-low-carbon-decision-making-insurance-and-reinsurance
http://financehub.cisl.cam.ac.uk/resource/what-could-excellence-incorporating-low-carbon-decision-making-insurance-and-reinsurance
http://financehub.cisl.cam.ac.uk/resource/what-could-excellence-incorporating-low-carbon-decision-making-insurance-and-reinsurance
http://financehub.cisl.cam.ac.uk/resource/what-could-excellence-incorporating-low-carbon-decision-making-insurance-and-reinsurance
https://europa.eu/capacity4dev/file/12410/download?token=rgwrqqO2 
https://europa.eu/capacity4dev/file/12410/download?token=rgwrqqO2 
https://europa.eu/capacity4dev/file/12410/download?token=rgwrqqO2 
http://www.unepfi.org/fileadmin/documents/fiduciaryII.pdf
http://www.unepfi.org/fileadmin/documents/fiduciaryII.pdf
http://www.unepfi.org/fileadmin/documents/fiduciaryII.pdf
http://www.unepfi.org/fileadmin/documents/fiduciaryII.pdf
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In addition, the Hiscox Group pension advisors 
send regular emails to all UK staff to remind them 
of the personal choices available and to encourage 
them to consider whether their choices continue 
to be appropriate to their personal circumstances. 
Hiscox also holds investment seminars where 
employees are told how to access fund fact sheets 
and switch their investments.

4.4. Future plans

Hiscox planning 
Along with much of the insurance industry, Hiscox 
is still developing our approach to including climate 
change in our investment decisions. In 2016-17, 
we committed to:

 D  compile further assessments of investment 
fund manager governance and ESG 
performance (delivered);
 D  continue with our current investment strategy, 
as defined in our 2016 review (delivering).

In 2017-18, we will aim to:

 D  issue a questionnaire to our key equity 
fund and bond management companies;
 D  include climate change related issues in 
the audit system for the selection of any 
new fund managers;
 D  review the relevance of new investment 
research proposal of our partners and 
consider whether to become involved.

As ongoing work we will:

 D  continue to improve the level of information 
available on the Hiscox website;
 D  conduct the next planned review of climate 
change and investment in 2019, following 
our three-year cycle;
 D  continue to support Tech Track 100 and 
offer appropriate insurance to their 
listed companies.

Role of the insurance industry
We believe that there is a wider insurance industry 
role to:

 D  bring together insurers and investment 
houses in order to facilitate an industry 
approach to including climate change issues 
in investment decisions;
 D  raise the profile of climate change and 
investment with stakeholders.

In 2017, we conducted a review of peer approach 
to climate-related investment.

For further details about our approach to 
investments, see page 28 of the Hiscox Report 
and Accounts 2016.

We also regard this report as a key method of 
communicating our approach to climate change 
risk in our investments. 

In 2016-17, we continued to implement a proactive 
approach to communicating with customers and 
shareholders on climate change subjects, based 
on our findings. See Section 3.1 for more details.

Pension funds
Our research has been shared with the trustees 
of our staff pension fund. Hiscox has two pension 
arrangements – a final salary scheme and a Group 
personal pension plan. Under the former, trustees 
are responsible for investment decisions and 
under the latter, it falls to individual members. 
Hiscox Pension Trustees Ltd is responsible for the 
investment of the Hiscox pension scheme’s assets 
and has delegated the day-to-day management 
to professional investment managers.

The pension trustees meet quarterly and the 
statement of investment principles is reviewed 
annually. The pension trustees meet with each 
investment manager on an annual basis and during 
these review meetings potential climate change 
risk factors are discussed. The pension trustees 
also consider climate risks within climate sensitive 
asset classes when carrying out their investment 
strategy review process. Hiscox is involved in this 
annual review and in setting the statement of 
investment principles for the scheme.

Members of the Hiscox Group Personal Pension 
Plan have access to a socially responsible 
investment managed by Foreign and Colonial (F&C) 
Asset Management plc, a signatory to the United 
Nations Principles for Responsible Investment 
(UNPRI). F&C has the largest dedicated governance 
and sustainable investment team in Europe 
and offers ethical and environmental pension 
fund options.

Information about this fund and its options 
is readily available to staff in the scheme booklet 
and online. Members receive an annual pension 
statement. If staff wish to consider changing their 
pension arrangements, tools are available online 
to help guide their choices. This is an intuitive 
platform and the Hiscox Pension Team has been 
actively promoting this to our employees.

In 2016-17, as part of our pension scheme 
promotions, we offered staff the opportunity 
to make a one-off donation from their bonus to 
a charity of their choice, including a range of 
environmental charities. We promote our staff 
pension portal across the Hiscox Group.
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 D  involving our stakeholders, including our 
employees, contractors, suppliers, investors 
and customers in the development of our 
environment strategy;
 D  monitoring, measuring, auditing and reporting 
on our environmental performance, and setting 
objectives and targets with the aim of achieving 
improvement over time and of being 
recognised as performing well on these issues 
within the insurance sector.

See also the commitments to our suppliers listed 
in Section 5.4.

Hiscox have continued to implement these 
commitments by:

 Dworking collaboratively across the Group; 
 D  creating sustainability champions at senior 
management level and within local teams; 
 D  facilitating increased knowledge and 
understanding of how sustainability affects 
business activities; 
 D  generating innovative solutions to incorporate 
sustainability into business practices; 
 Dmeasuring results; 
 Dcomparing performance externally; 
 Dcontinuing to improve. 

Strategic review
In 2015, the Property Services team participated 
in the 2015-16 Strategic and Benchmark Review 
of Hiscox Environmental, Social and Governance 
Management, conducted for Hiscox by PwC.

The scope of this review was to explore the 
opportunities and efficiencies of our Operations, 
as related to ESG performance.

It aimed to:

 Dsummarise existing business practice; 
 Ddefine our internal business attitudes to ESG;
 D  identify where we want to sit in ESG rankings, 
compared to our business cohort;
 Dhelp us to decide on our future focus.

It proved an effective tool for assessing existing 
arrangements for management of climate change 
issues and deciding on a way forward. See Section 
6.2 for further details.

The Hiscox Group Property Services team, led 
by the Group Projects and Compliance Manager, 
includes operational staff and local facilities 
managers. Their remit is to ensure efficient and 
optimised operation of facilities and to reduce the 
environmental impacts of our business operations. 
This expert internal team is supported by a range 
of external consultants who provide advice on their 
specialist subjects.

Guided Autonomy
In 2017, Hiscox Group Property Services has been 
further developing compliance assurance in the 
form of its Guided Autonomy (GA) management 

model across the Group activities.

Group Property Services has the remit and 
responsibility to provide the guidance, support 
and assurance mechanisms that underpin the new 
approach, against the maxim that assurance activity 
does not represent ‘audit’ but is based instead 
in an ambition to balance performance across 
the Group through providing extended information 
and support.

Learning from work already achieved within 
Business Continuity and in managing the UK 
property portfolio, GA is designed to help Group 
Business Units achieve sound standards across 
a range of Corporate Governance and Corporate 
Responsibility disciplines. The Group ambition in 
these disciplines is to at least achieve compliance 
with relevant legislation by operating territory but, 
in some instances, the aim is to achieve a Hiscox 
standard beyond this.

The Group Board aim to bring all areas of Group 
activity to the same competency level. The 
disciplines covered, including business continuity, 
health and safety, environmental sustainability, 
building compliance and building security all have 
a direct effect on the environmental performance 
of business operations. Group Property Services 
will at all times operate GA to be reasonable, 
supportive and pragmatic.

Setting emissions targets
Hiscox facilities management strategy has always 
been clear; to improve energy efficiency in all 
buildings occupied by Hiscox, particularly our 
largest offices at Great St Helen’s in London, Hiscox 
House in Colchester and now at the new Hiscox 
Building in York.

Accordingly, Hiscox set three business operations 
targets for environmental performance:

 D  a global target to reduce scope 1 and 2 
emissions per Full Time Equivalent (FTE) 
employee by 15% by 2020, relative to 2014 
(fully delivered, and exceeded in 2016);
 D  a global target to reduce scope 1, 2 and 3 
emissions by 20% by 2020, relative to 2014;
 D  a UK target to reduce scope 1 and 2 CO2e 
per m2 floor area by 6% compared to the 
2012 baseline (fully delivered, and exceeded 
by 10%, in 2015).

Quantifying our carbon emissions
Hiscox has collected CO2e data for UK sites since 
2010 and for all of our global operations since 2013.

In addition, in 2017, we have worked with an expert 
building services engineering consultancy to 
complete a series of detailed energy usage audits 
across our UK offices.

Summary
It is our policy to have a responsible approach 
to identifying and then minimising the environmental 
impacts of our business activities and those that 
arise from our ownership and occupation of office 
premises. In doing so, we seek to reduce to 
a minimum the amount of waste our activities 
produce, and the amount of resources we consume. 
We aim to enrol the support and commitment of all 
stakeholders in our environment ambitions, including 
our including our employees, contractors, suppliers, 
investors and customers. We deliver year-on-year 
improvement in the environmental performance 
of our business operations.

5.1. Measuring and reducing the environmental 
impact of our business operations.

Policy commitment
In our environmental sustainability policy, last 
revised in 2016, we make several commitments 
relating to the impacts of our internal operations 
and physical assets:

 D  organising these in compliance with relevant 
environment legislation and regulation and 
other requirements; 
 D  routinely measuring and recording the amount 
of energy, water and office consumables used 
in Hiscox office premises, and setting 
objectives and targets with the aim of reducing 
consumption over time; 
 D  operating waste management systems that 
promote the recovery and/or recycling of as 
much waste as possible; 
 D  minimising the impact of our business related 
international travel through the deployment 
of alternatives such as video conferencing 
wherever practicable;

Section 5
Reduce the environmental 
impact of our business 
operations.
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Initiatives include:

 D  a thermal mass design, to optimise 
temperature control;
 D inbuilt flood mitigation defences;
 Da roof garden;
 D  two colonies of bees, equating to over 
120,000 bees who will be looked after 
by trained staff volunteers;
 D  photovoltaic systems incorporating 54 
panels on the roof, generating approximately 
11,000 KWh of electricity from solar energy;
 D  an intelligent lighting control system with 
presence detector and daylight link which 
reduces energy input during the daytime;
 D  a Trend control system for optimisation 
of plant and system operation accommodating 
the required occupancy periods;
 D  thermal wheel in air handling plant to reclaim 
approximately 65% of heat transfer from the 
extract air;
 DLED lamps throughout the building;
 D  energy meters to monitor performance of 
various equipment and circuits in real time;
 Dselection of local contractors to reduce travel;
 Duse of rain water in the toilets.

In 2016, Hiscox York became the first business 
to be awarded a new certification by certification 
body Bright Ethics for its outstanding commitment 
to ethical and responsible business practice.

Delivered in partnership with The Centre for 
Assessment – specialists in certification, accreditation 
and training services – the Bright Ethics Certification 
explores how far organisations have demonstrated 
a real and tangible commitment to reducing their 
impact on the planet, while also increasing their 
positive impact on people and communities.

Hiscox York scored highly across Bright Ethics’ 
four key certification areas of; values and leadership, 
environmental sustainability, positive workplaces 
and sourcing with integrity. Its impact on the wider 
York community was noted alongside the launch 
of its York Business Club, which provides free office 
space to start-ups and small businesses in the area. 
Assessor, Mick Lynch, commented in his report that 
“Hiscox should be congratulated on their structured 
approach to areas such as its environmental policy 
and employee welfare, as well as the commitment 
of all staff in their York office.”

Head of Direct Home Insurance, based at Hiscox 
York said: “Doing the right thing whether it concerns 
the environment, how we treat our employees wand 
suppliers, servicing our clients or how we impact 
the community around us is an intrinsic part of 
our business DNA. We’re very pleased that this 
certification from Bright Ethics recognises the efforts 
of all our staff in making the office a welcoming, 
inspiring and ethical place to work.”

Aiming to ensure a more accurate measurement 
if usage and to identify areas for improvement, 
for each building we mapped half hourly energy 
consumption over working and non-working days. 
We have identified significant savings and are 
implementing them throughout 2017.

Hiscox’s total global carbon footprint for all scopes 
in 2016 is estimated at 7,400 tonnes CO2e (7,269 
in 2014). This 4% increase in absolute emissions is 
aligned with the growth of the business which Hiscox 
experienced in 2016, with an 8% increase in FTE 
and 26% increase occupied floor space since 2015.

The global scope 1 and 2 CO2e per FTE decreased 
from 1.20 in 2014 to 1.15 in 2016, a decrease of 4% 
against the baseline year and 20% towards achieving 
the target. The global CO2e per FTE for all scopes 
decreased from 3.6 in 2014 to 3.03 in 2016. We 
have therefore exceeded our 5% reduction target 
four years ahead of schedule.

Total UK carbon footprint for all scopes is estimated 
at 3,914 tonnes CO2e. Thus, in 2016, Hiscox UK 
continues to constitute the majority of the total 
global footprint, now at 53% of the total

Travel
Hiscox has a travel policy which discourages 
non-essential business travel but, as an international 
business, we inevitably engage in significant levels 
of travel, particularly as the regulatory environment 
of the insurance industry drives a need to travel. 

As we continue to be successful in reducing our 
emissions from other business activities, travel 
continues to become more significant. Business 
travel is one of the main contributors to the Hiscox 
UK carbon footprint, accounting or 56% and to the 
total global footprint, accounting for 62%. However, 
2016 emissions from air travel have decreased 
by 6% compared to 2015. We are committed to 
reducing travel impacts and, in 2017, specific teams 
have conducted a series of travel audits.

We continue to make significant investments 
in alternatives travel, including use of video 
conferencing and our internal communications 
platform, the Hiscom portal. On a more local scale, 
we are introducing more bicycle racks and shower 
facilities to encourage staff to cycle to work and 
we have changed our taxi provider to Climate Cars, 
an eco-friendly car service with a fleet made up 
entirely of environmentally friendly hybrid cars 
which run on a combination of petrol and electricity 
resulting in significantly reduced emissions.

Hiscox York
Our new four storey flagship York office, designed 
in collaboration with award-winning Make Architects 
opened in late 2015 and the last year has seen us 
increase staff levels As a new building, we have 
been able to incorporate many environmental 
initiatives from design onwards and we achieved 
a ‘Very Good’ BREEAM rating.

Hiscox Group carbon footprint 
By source (tonnes CO2e)

http://www.brightethics.com
https://www.hiscox.co.uk/business-blog/see-inside-hiscox-york-building-first-birthday-360video
http://www.makearchitects.com/projects/hiscox-building
http://www.breeam.com/


Our new flagship York office, designed 
in collaboration with award-winning 
Make Architects opened in late 2015.
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US:

 D  Introduction of waste segregation, with 
a three bin system.

General:

 D  Hiscox has just introduced secure printing 
and scanning software, using the PaperCut 
system, which assigns print, scan and copy 
functions to the individual employee, proven 
to reduce both paper usage and waste;
 D  the cleaning team now wash the shower room 
towels onsite, saving carbon emissions;
 D  recycling or re-use of IT, carpet, light fittings, 
stationery during office re-fits;
 D  a scheme to recycle toners, including personal 
toners from staff printers at home;
 D  facilities to recycle CDs, DVDs and used 
batteries, including employees personal items;
 D removal of under desk bins throughout office;
 Dan audit of dry recycled;
 D  a move to ceramic cups instead of disposable 
paper cups and use of refillable ‘keep cups’;
 D  reuse of tablecloths, napkins and uniforms 
by catering staff;
 D  looking for a charity to distribute food leftovers 
between homeless and vulnerable people 
throughout the city;
 D  large scale shift away from printed documents, 
including insurance documents, to soft 
copy and electronic media to communicate 
with customers;
 D  a web app aimed at investors, customers and 
brokers to replace paper-based publications;
 D issue of board papers on iPad;
 D  use of electronic forms instead of paper 
by payroll and accounts;
 D  upgrade of all multi-functional devices to save 
energy and paper; 
 D  reduction in paper copies of permits to work 
and invoices for our suppliers.
 D recycling of confidential waste;
 D  delivery of environmental and health and 
safety and awareness training courses 
via eLearning modules.

Renewable energy contracts
In the UK, we introduced new green energy 
contracts at our main offices at London, Colchester 
and York, therefore covering the majority of our UK 
electricity usage of 2842 MWh. This reflects a 
step-change in strategy and in our expectations 
of the buildings we operate ourselves.

Energy efficiency initiatives
In 2016-17, Hiscox has continued to introduce 
initiatives for energy and carbon saving across 
the business with Property Services taking a more 
global role through Guided Autonomy. Some of 
our most recent building initiatives at our buildings 
include the following.

Great St Helen’s, London:

 D  replacing controls for the air conditioning 
system with a Trend controller which 
will provide optimisation for main plant 
operation accommodating the required 
occupancy periods;
 D  optimising intelligent operation of building 
systems, including simple things like setting 
optimised times for heating boilers.

Hiscox House, Colchester:

 D  replacing light fittings in all toilets, changing 
from 20 600x600 modular fluorescent fittings 
of 80W each to by 36 presence detector 
lighting controls systems of 9W LED fittings, 
saving approximately 1.27 kW/hour, with 
estimated payback of 2.6 years;
 D  replacing light fittings in lift lobbies, changing 
from 10 600x600 modular fluorescent fittings 
to 10 600x600 34W LED fittings , saving 
approximately 0.46 kW/ hour, with estimated 
payback of approximately four years;
 D  replacing wall lights in both primary and 
secondary staircases with LEDs, saving 
approximately 0.2727 kW/hr, with a payback 
of approximately 2.6 years; 
 D  replacing 70W light fittings in car parks with 
10W LEDs, saving approximately 0.72 kW/hr, 
with payback of only 24 months; 
 D  replacing fan coil units with coils incorporating 
DC motors which provide a saving of 45W per 
fan coil, saving approximately 4kW/hr.

Paris and Bordeaux:

 D  more efficient utilisation of office space, 
leading to a decrease in electricity 
consumption in 2016 of 29% compared 
with 2015;
 D  introduction in 2017 of selective sorting of 
waste paper, plastic, carton, cans and food;
 D  replacement in 2016 of plastic cups with 
glass eco-cups;
 D recycling of IT equipment.

Germany:

 D  introduction of new video conference 
facilities to reduce travel;
 D  optimisation of printer and copy machines;
 D recycled paper towels in the rest rooms.

https://www.hiscox.co.uk/business-blog/see-inside-hiscox-york-building-first-birthday-360video
http://www.makearchitects.com/projects/hiscox-building
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Carbon neutral 
In 2016-17, Hiscox has continued with our 
commitment to being a carbon neutral business.  
After a significant evaluation exercise, we have 
chosen to offset our 2016 global carbon emissions 
of 7,400 tCO2 equivalent through a Kenyan tree 
planting scheme implemented by Carbon Footprint.

Project coordinator Mburu Waiganjo said “We are 
really delighted and honoured to be working with 
Hiscox, to plant 7,400 trees this year.

This additional funding to our project really helps 
our community as a whole through the ecosystem 
goods, functions and  services generated by your 
additional input in biodiversity conservation through 
tree planting. Besides there is a core team of whose 
livelihoods depend entirely on our project. We are 
eagerly looking forward to a team from Hiscox to 
come and see and actively participate in the work 
we do and get to hear and see the difference it 
makes to the families involved, and we are excited 
that this will be the start of what I surely hope will 
be a long term partnership with our project.”

External recognition for our businesses 
The Hiscox brand is a recognised and respected 
trademark in the insurance sector.

For the eighth year running, the London Property 
Services team entered the Clean City Awards 
scheme organised by the City of London. This year, 
our office received a Gold Award from the Clean 
City Awards 2016. The Clean City Awards scheme 
encourages the development of partnerships 
between City businesses, all types and sizes, by 
raising the profile of responsibility waste management, 
and recognising and rewarding good practice by 
encouraging businesses to reduce, re-use and 
recycle. The City of London Corporation also asked 
Clean City Awards Scheme members to help with 
a study to identify how much waste is produced 
within the City and Hiscox provided waste data 
to support this study.

Our Bermuda office received an Honourable 
Mention in the Greenrock Green Workplace Awards, 
held bi-annually to recognize organisations for 
ongoing outstanding efforts in sustainable practices.

5.2. Disclosing our direct emissions of 
greenhouse gases

Carbon footprint calculations 
Since 2008, Hiscox has used a third-party, 
Corporate Citizenship, to assess, audit and compile 
data regarding our carbon footprint using nationally 
and internationally recognised standards:

 D  the WRI/WBCSB GHG protocol. This provides 
a three scope reporting framework for scope 
1 (direct GHG emissions from sources that 
are owned or controlled by the company 
emitted by the combustion of fuels and the 

release of fugitive or other GHG emissions), 
scope 2 (indirect GHG emissions from energy 
imports and exports, e.g. electricity and steam) 
and scope 3 (other indirect GHG emissions 
that are a consequence of the activities of 
the company but occur at sources owned 
or controlled by another entity);
 D  Defra 2013 corporate greenhouse gas reporting 
guidelines. The assessment follows the reporting 
principles and guidelines provided by Defra and 
covers the UK business operations of Hiscox, 
held online at the Greenhouse Gas Conversion 
Factor Repository.
 D  Carbon Footprint assessment over the period 
of 12 months at quarterly intervals. Starting 
the process of collecting and querying data 
earlier has helped to ease the pressure 
of completing the carbon footprint in time 
or mandatory reporting deadlines.

In 2017, Corporate Citizenship will once again 
provide a detailed management report at the end 
of the assessment, incorporating additional regional 
analysis in order for offices to understand their own 
environmental performance better and providing 
advice on how to ensure we meet our targets. 
Once again, we have worked continuously to refine 
the data capture process, in particular for travel and 
utilities data, and the data has been independently 
verified. See further details in Section 5.1.

Hiscox is fully compliant with UK government carbon 
reporting requirements for scope 1 and 2 carbon 
emissions and the Energy Savings Opportunity 
Scheme (ESOS) reporting requirements. See 
further details in Section 6.2.

CDP 
Each year, Hiscox makes a full public response 
to CDP, an international, investor backed initiative 
by which companies disclose their impacts on the 
environment and natural resources and their actions 
to reduce these impacts, collecting information on 
climate change, water, forests and the supply chain. 
We make the results publicly available via a: 

 Dsummary in our annual reports and accounts; 
 Dsummary of performance in this submission; 
 Ddetailed submission to the CDP. 

See further details in Section 6.2. 

Carbon Footprint

Bright Ethics

http://www.carbonfootprint.com/
https://www.greenrock.org/103-archive/members-area/1065-2015-green-workplace-awards?highlight=WyJncmVlbiIsIidncmVlbiciLCInZ3JlZW4iLCInZ3JlZW4nLiIsImdyZWVuJyIsImdyZWVuJy4iLCJ3b3JrcGxhY2UiLCJhd2FyZHMiLCJhd2FyZHMnIiwiZ3JlZW4gd29ya3BsYWNlIiwiZ3JlZW4gd29ya3BsYWNlIGF3YXJkcyIsIndvcmtwbGFjZSBhd2FyZHMiXQ==
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Behaviour in UK Professional Service Firms’. The 
research project sought to understand individual 
motivations behind employees’ decisions to engage 
with an organisation’s environmental management 
programme and to perform environmental office 
practices at work.

Hiscox Bermuda Green Team 
As one example, in 2016 the Bermuda Green Team, 
organised and led by volunteers, continued to lead 
the way on implementing grass root green initiatives, 
both inside the office and outside of work. They 
have been particularly active in a range of exciting 
external environmental initiatives:

 D  as part of the Hiscox 10th Anniversary Youth 
Awards, $1500 was awarded to a middle 
school student to enable him to attend the 
Plastic Tides Conservation Camp in Ithaca, 
New York for scientific research and 
environmental awareness on plastic pollution;
 D  we continued to sponsor Going Green 
magazine and contributed articles on green 
IT and our quest for a greener cup of coffee;
 D  we shared details of our environmental 
initiatives with other local companies;
 D  we started a campaign to re-use coffee 
grounds, with the potential to save over 1,000 
pounds of wet coffee grounds from ending 
up in the incinerator each year;
 D  we published our first Green Team newsletter;
 D  we participated in the Coney Island Clean-Up 
and Scavenger Hunt, collecting garbage, 
recycling and various other items;
 D  we presented our staff Green Trophy  
o deserving staff members;
 D  we rolled out branded reusable bags to all 
staff via our Hiscox Store, originally sourced 
by the Hiscox Bermuda Green Team to reduce 
staff plastic bag consumption;
 D  we held staff ‘green afternoon tea’ events, 
showing films on environmental subjects 
and discussing key issues;
 D  we donate our empty coffee bean tins 
to a local primary school for use in arts 
and crafts projects;
 D  Hiscox sponsored the fourth annual Reef 
Watch event, with a record 29 registered 
teams who survey 48 reefs and raised 
$22,245 for coral reef conservation;
 D  we continued to participate in the Greenrock 
Green Buildings Forum and hosted the 
October meeting;
 D  we renewed our Sponsor level membership 
with Greenrock and upgraded our Keep 
Bermuda Beautiful (KBB) sponsorship level 
to Silver;
 D  we switched to Devil’s Isle coffee beans 
(organic, free-trade, ethically sourced, 
fresh roasted locally and provided in reusable 
Hiscox branded bags;
 D  we introduced a kitchen herb garden for 
use by staff;

5.3. Engaging with our employees

Policy statement 
Our Group environmental sustainability policy 
makes two key commitments relating to our staff: 

 D  encouraging awareness of environment issues 
and individual responsibility amongst our 
employees and supporting them in completing 
appropriate environment initiatives within 
their communities; 
 D  involving our stakeholders, including our 
employees, contractors, suppliers, investors 
and customers in the development of our 
environment strategy.

In addition, Guided Autonomy is raising the profile 
of environmental issues across the business.

Staff survey
Hiscox staff survey indicated that our staff are 
interested in sustainability and want to find out 
more and become more involved. In response 
to this survey we have:

 D  updated and re-structured our environmental 
intranet pages;
 D  improved labelling on our recycling bins 
in our London office to make waste 
segregation easier;
 D  use strategically placed signage in our 
buildings to deliver sustainability messages;
 D  encouraged more two-way communications 
with staff through Hiscom, our intranet site 
- employees have the opportunity to propose 
ideas or become an active sponsor for 
green initiatives;
 D  increased the number of materials staff are 
asked to segregate for recycling;
 D  introduced more waste audits and reported 
results to staff;
 D  our Bermuda business has recently introduced 
a green living blog and a green trophy for 
employees who make a conscious effort to 
be green around the office. 

Hiscox continues to invest in alternative ways of 
work. For example, in London, Hiscox has moved 
all our city based technology operations to a flexible 
and technology rich environment with improved 
efficiency and energy saving. Hiscox continues to 
make the most of new technology, rolling out cloud 
computing and use of tablets across the Group, 
moving away from the heavier electrical demands 
of CPUs. It was estimated that each CPU was 
averaging 250W versus cloud based terminals using 
approximately 14W. 

Cycling has been promoted significantly at some 
premises. Additional bike racks have been put  
in place and our main UK premises now see high 
utilisation rates. 

In addition, a University of Bath research project 
looked at ‘Understanding Employee Environmental 

 D  We replaced individual under desk bins 
with larger central waste/recycling stations.

Green pension options 
Staff members of the Hiscox Group Personal 
Pension Plan have access to a socially responsible 
investment managed by F&C Asset Management 
Plc, a signatory to the United Nations Principles 
for Responsible Investment (UNPRI). F&C has the 
largest dedicated governance and sustainable 
investment team in Europe and offers ethical and 
environmental pension fund options (see Section 
4.3 for further details).

5.4. Engaging with our supply chain.

Engaging with suppliers and service providers 
At Hiscox, we want to lead by example so our 
sustainability starts at home within our facilities 
management. We strive to ensure our supply chain 
adheres to best practice for sustainability and social 
responsibility, partnering with suppliers and service 
providers which reflect our own values.

In our Group environmental sustainability policy, 
we make several commitments relating to the 
relationship with our suppliers:

 D  minimising our climate change impacts and 
purchasing, where possible and appropriate, 
energy from renewable sources;
 D  sourcing, wherever possible, consumables 
from sustainable sources;
 D  replacing air conditioning gases with 
environmentally preferable alternatives; 
favouring, where appropriate, the purchase 
and use of energy efficient office equipment 
and communications systems;
 D  involving our stakeholders, including our 
employees, contractors, suppliers, investors 
and customers in the development of our 
environment strategy.

All UK main premises service providers have been 
issued with an electronic copy of this new policy 
statement and, in addition, permits to work at 
Hiscox offices are now submitted electronically 
and agreed over email.

We are working hard to encourage all suppliers 
to invoice us electronically, and the accounts 
department are in the process of going completely 
paper free. We will no longer keep any hard copies 
of invoices but will instead keep all invoices scanned 
in and saved in a secure folder.

We continue to use our vendor management group 
‘Environmentally Responsible Procurement Criteria 
for Suppliers and Service Providers’ as contracts 
are re-tendered and for use in Claims (see Section 
3.3 for more details). 

Catering partnerships
One example of our supplier work is with Vacherin, 
the caterer in our London staff restaurant, who work 

with us to promote a range of sustainable initiatives: 

 D  a diet rich in local and seasonal produce in 
order to reduce carbon emissions from food 
transport and provide healthy options.
 D  use of 100% sustainable species of fish, 
which reduces damage to our oceans and 
preserves sea life for future generations; 
 D  Red Meat Free Mondays’ offering more 
environmentally friendly meal options such 
as chicken or fish, as the agricultural practices 
for beef and lamb produce much higher 
greenhouse gas emissions. 

In 2016-17, they:

 D  reached their target of becoming a zero-to-
landfill organisation, cutting food waste per 
cover by almost 25% across their five busiest 
cafés, recycling 5,028kg of coffee waste with 
Bio Bean and sourcing more I’m Perfect fruit 
and vegetables than ever before;
 D  launched a new low-carbon menu offer,  
A Greener Choice;
 D  were accredited three stars from the 
Sustainable Restaurant Association (SRA) 
for the second year running, won B&I Caterer 
of the Year at the Foodservice Cateys and 
were shortlisted among multi-national 
organisations for the edie Sustainability 
Leaders Awards.

Switching from paper to electronic 
communications
Hiscox uses the latest communications technology, 
including social media, to communicate with our 
customers and brokers about climate change and 
to encourage them to assess their own risks. The 
information we provide to our customers is reviewed 
and updated on an ongoing basis, based on latest 
thinking and climatic events.

We have delivered a number of initiatives related 
to climate change and sustainability and honoured 
our commitment to increasing the delivery of 
educational content to help our home and business 
insurance customers become more ‘climate-aware’.

Some other routes for communicating directly with 
our customers and brokers about climate change 
issues include:

 Dour website;
 D  ‘Hiscox Informed’, a media first news 
aggregator magazine available digitally 
via mobile app;
 D  our Twitter and Google+ accounts, which share 
news, tips and information with customers and 
act as portals for feedback from customers, 
brokers and other stakeholders;
 D  we run a permanent customer services Twitter 
feed which operates in real time and is particularly 
useful for providing customers with advice 
and updates during specific weather events 
(e.g. flooding events);
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5.5. Planning for the future 

Hiscox planning
Hiscox has an excellent track record of reductions 
in our business climate change impacts. In 2016-17, 
we committed to:

 D  reduce scope 1 and 2 emissions per FTE 
employee by 15 % by 2020, relative to 2014 
(fully delivered, and exceeded in 2016);
 D  reduce scope 1, 2 and 3 emissions by 20% by 
2020, relative to 2014 (good progress made).

In 2017-18 we plan to:

 D  continue to work to achieve our target 
to reduce scope 1, 2 and 3 emissions by 
20% by 2020, relative to 2014;
 D  implement the findings of our energy audit;
 D  review progress on our commitments over 
the last five years.

On an ongoing basis, we commit to:

 D  continue to improve our systems for collection 
of data on our environmental impacts;
 D  continue to publish information on our 
greenhouse gas emissions;
 D  engage with our stakeholders, including 
suppliers and employees, about improving 
their environmental impacts;
 D  continue to focus on business travel as 
a key potential area for improvement in data 
collection and carbon and cost reductions;
 D  continue our programme to improve building 
energy efficiency;
 D  develop a system to collect office data more 
often to enable more frequent environmental 
monitoring and improved data capture; 
 D  implement a programme of communications 
to further raise the profile of sustainability 
with employees; 
 D  publicise the model of the Bermuda Green 
Team volunteers to other Hiscox staff.

Role of the insurance industry
We believe that there is a wider insurance industry 
role to:

 Dshare good practice across the sector; 
 D  promote the best practice achieved by the 
insurance sector; 
 D  work with our supply chains to encourage 
improvements in their environmental 
performance.

 D  direct emails, for example, during the height of 
the floods, we also emailed customers offering 
them £250 to cover initial expenses that they 
might have incurred as a result of the floods;
 D  we work to minimise the environmental 
impact of our customer communications, 
switching from paper to electronic media.

Our broker brochure has been optimised for use 
digitally and to avoid the need to commission large 
scale commercial printing. If brokers or customers 
require the brochure to be printed, they can do 
so on a basic office printer in black and white ink.  
Our electronic broker magazine, Hiscox News 
is for our direct business insurance customers. Our 
electronic small business knowledge centre blog 
has useful information for small businesses .

We used our Twitter and Google+ accounts 
to communicate weather related advice and tips 
and information about sustainability issues to 
small business. Our newsletter for the direct 
insurance business customers called ‘Informed’. 
We send these out once every quarter and they 
contain useful information, articles and tips for 
small business owners.

Where paper is required, we use printers and paper 
certified by the Forestry Stewardship Council.

Landlord relationships 
Hiscox seeks to influence landlords, managing 
agents and operators of our offices wherever 
possible. We continue to hold quarterly workshops 
for a number of key third-parties that operate the 
UK premises. This group is focused on finding 
innovative solutions to improve our environmental 
performance in hard and soft building and facilities 
management. Ideas being developed include, for 
example, energy optimisation technology and 
associated efficiency opportunities. 

In some cases Hiscox is demonstrating an early 
adoption of emerging technologies. Our success 
in driving change is reflected in the improved 
environmental performance of our operations. 
See Section 5.1 for further details.

Hiscox’s main property service providers are 
monitored monthly under a number of key 
performance indicators, including sustainability. 
By demonstrating the importance of sustainability 
in this way, we continue to see a change in their 
behaviour in promoting more efficient services 
and solutions to business improvements. 

In 2016-17, we have made a concerted effort 
to engage with landlords and employees to help 
reduce emissions from electricity across our 
offices and have conducted increased numbers 
of suditsto ensure quality of service. This has 
resulted in noticeable reductions in electricity usage 
at two of our rented offices, Bevis Marks House 
in London and our Maidenhead office.

Hiscox continues to make the most 
of new technology, rolling out cloud 
computing and use of tablets across 
the Group, moving away from the 
heavier electrical demands of CPUs.

https://www.hiscox.co.uk/broker/about-hiscox/news
https://www.hiscox.co.uk/business-blog/
http://www.fsc-uk.org/en-uk
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implementation of Hiscox’s risk management 
policies and procedures and advises the Board 
on how best to manage the Group’s risk profile.

The risk management framework operates as 
a continuous process that is embedded in the 
Group’s culture. It is supported by a central Risk 
Team that reports directly to the risk committee 
of the Board.

This team monitors and reviews the risk profile and 
the effectiveness of our risk management activities, 
including compliance with, and recommendations 
for any changes to, our defined risk strategy and 
risk appetite. In turn, the central Risk Team is 
supported by several Group wide and local forums 
focusing on specific risk types.

Climate related risk are an inherent aspect 
of some the risks captured. Results are also 
communicated across the business and reported 
to the risk committee of the Board and to the 
Board itself whenever necessary. Once we have 
assessed our risks, we manage them through 
a combination of:

 Da diversified portfolio; 
 Da clearly defined risk appetite; 
 D  underwriting discipline based on sound 
decisions aligned with the Group’s overall 
strategic objectives and risk appetite; 
 D tailored modeling resources; 
 Dstress and scenario testing; 
 D  mitigation of the effect of catastrophes 
and unexpected concentrations in risk 
through reinsurance. 

Identifying climate change risks 
The Risk Team has identified catastrophic and 
systemic insurance losses from damage caused 
by a range of catastrophes, including natural 
events such as hurricanes and earthquakes, as 
significant enough to be rated as principal risks 
to the business.

In addition, Hiscox’s current list of most significant 
future disaster scenarios are all based on natural 
catastrophes, namely:

 DUS flood risk;
 DJapan earthquake;
 DGulf of Mexico windstorm;
 DFlorida windstorm;
 DEuropean windstorm;
 DSan Francisco earthquake.

In 2016-17, we have identified US flood risk 
as our top priority for further study. See Section  
1.1 for further details.

Integrating climate change risk across 
the business
Michael Schenstrom, Director of Group 
and Finance Operations is Hiscox business 
lead on climate change, reporting to the Group 
Chief Financial Officer and to the Board.

Michael and his team have strategic and day-to-day 
responsibility for the environmental performance 
of our business operations. He also endorses our 
external environmental reporting, including this 
Climate Report, has responsibility for implementation 
of our Guided Autonomy model (see Section 5.1 for 
more details) and chairs our group of ClimateWise 
principle owners. This group spans the global 
activities of the business and is key to integration 
of climate change issues across the business, 
including the following:

 D risk modeling;
 Dcorporate communications;
 Dgroup marketing;
 Dgroup investments;
 Dgroup property;
 Dbusiness reporting.

Each of these business areas has responsibility 
for integrating climate change issues into their work, 
communicating results across the business using 
our collaborative forums and escalating issues 
to an appropriate level of management. Also see 
Section 5.1 on Guided Autonomy. 

Review of Hiscox environmental, social 
and governance management 
In 2015-16, Hiscox commissioned PwC to 
complete a strategic and benchmark review of our 
environmental, social and governance management 
to test whether it remains fit for purpose.

The remit was guided by:

 D  our current level of maturity in management 
of ESG issues;
 Dour level of ambition on these issues;
 D  materiality of ESG issues to our core business.

The review comprised:

 D Internal stakeholder interviews;
 DPeer analysis;
 D Investor and asset manager perspectives;
 DDocument review.

Outputs have been reviewed by Group Operations.

External engagement
We recognise that the most effective way to engage 
with policy makers, customers and suppliers 
on climate change issues is by acting at a global 
or at an insurance industry level, rather than as 
an individual insurer. Accordingly, in addition to our 
individual actions, we are focusing our levels of 
participation in the most appropriate representative 
organisations of the insurance industry at a national 
and international level, in particular:

 DClimateWise;
 DLloyd’s;
 DThe Association of British Insurers.

We also committed to placing our progress on 
public record by taking part in a number of reporting 
initiatives, particularly:

 DClimateWise;
 DCDP;
 DEnergy Savings Opportunity Scheme.

See further details in Section 6.2

Finally, we are committed to encourage our 
individual businesses to work towards excellence 
in environmental performance and to gain local 
recognition in their region (see Section 5.1).

6.2. Annual reporting.

Hiscox Annual Report and Accounts 
Each year, Hiscox includes a statement about our 
approach to environmental issues, our commitment 
to ClimateWise principles and details of our 
environmental performance at our highest level – 
within our Hiscox Annual Report and Accounts 
2016 (see page 46).

ClimateWise 
ClimateWise ‘is a global network of over 30 leading 
insurance companies united by concern for climate 
change and the risks it presents to both society 
and the insurance industry. ClimateWise is 
convened by the University of Cambridge Institute 
for Sustainability Leadership (CISL), which provides 
ClimateWise’s Secretariat. Members participate in 
action research collaborations, to help inform their 
response to climate change, and annually report 
on the integration of the six ClimateWise Principles 
across their business activities.

As founding members of ClimateWise, we have 
taken part in each of their annual audits of business 
performance on climate change issues. Our 
advocacy of ClimateWise principles can also be 
found on the environmental advocacy pages of 
our Group website.

Each year, we publish the latest version of our 
annual report as our submission to ClimateWise, 
endorsed by senior management. We respond 
to each of the ClimateWise principles and sub-
principles and make the report available in the 
public domain.

We work hard to implement the ClimateWise 
principles across our business and last year, 2016, 
we maintained a high score of 71% and remained 
in the top ten of all participants.

We publicise each annual Climate Report on the 
Hiscox website and on the ClimateWise website.

We also provide information to support the Lloyd’s 
ClimateWise submission, made on behalf of all 
Lloyd’s ClimateWise members.

Summary
The Hiscox Board recognises that climate risk 
has significant social and economic impacts.

Hiscox ensures that consideration of climate 
change issues and support for ClimateWise 
principles have the support of our most senior 
management and are included in our business 
strategies and Board discussions. We report 
progress annually and in the public domain.

6.1. Incorporating climate risk into Hiscox 
business strategy at Board level.

Board level responsibility
The Hiscox Board has overall responsibility for 
every aspect of business performance. Our 
continuing success depends on how well we 
understand and manage the significant business 
risks we face, including those resulting from climate 
change. This risk knowledge informs every 
important operating decision the Group makes.

Thus, the Board has responsibility for approval 
of Group risk policies and procedures which 
address every aspect of risk, identification, appetite, 
measurement, mitigation, monitoring, reporting 
and governance.

Risk management
To facilitate management of the business, the 
Hiscox Board appoints and authorises a number 
of committees to manage each aspect of the 
Group’s affairs, each chaired by a Board member. 
Each committee operates within established written 
terms of reference and each committee Chairman 
reports directly to the Board. Of specific relevance 
to climate change is the Risk Committee of the 
Board. This group oversees the risk management 
framework, the development and operational 

Section 6
Governance and reporting.
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Section 6

Hiscox is keen to continue to strengthen links  
with ClimateWise. In January 2017, Hiscox 
representatives met with CISL and PwC 
representatives to explore ways to deepen 
awareness across Hiscox of ClimateWise and 
the challenges associated with the climate risk 
protection gap. In March 2017, a Hiscox 
representative was a guest at the ClimateWise 
Q1 Managing Committee meeting.

CDP reporting
Hiscox has made a full public response to CDP 
(formerly the Carbon Disclosure Project) since 2012. 
This international, investor backed initiative enables 
companies to disclose their impacts on the 
environment and natural resources and their actions 
to reduce these impacts, collecting information on 
climate change, water, forests and the supply chain. 

In 2016, CDP are working with 827 institutional 
investor signatories, holding US$100 trillion in 
assets, to help reveal the risk in their investment 
portfolios. More than 5,600 companies disclosed 
their information to CDP, generating the world’s 
largest database of corporate environmental 
information, covering climate, water and forest risk 
commodities. Based on the responses each year, 
CDP publishes a number of reports, including a 
FTSE 250 report, in which it presents its overall 
findings and overall scores of participants.

CDP also provides individual feedback reports 
to companies with more detailed analysis of their 
performance relative to sector benchmarks and 
leading scores. Top scorers make it into the CDP 
Climate Disclosure Leadership Index (CDLI) and 
Climate Performance Leadership Index (CPLI). 
Starting in 2012 with a score of 58C, we have made 
year-on-year improvements ever since. For 2016, 
Hiscox made another significant improvement in 
our score from 97C to B. Our submission is 
externally verified. We have expanded the detail 
within our 2017 response in a number of key areas.

Energy Savings Opportunity Scheme 
Hiscox is a member of the new UK Energy Savings 
Opportunity Scheme (ESOS), a mandatory energy 
assessment scheme, with the Environment Agency 
acting as UK scheme administrator.

We are required to carry out ESOS assessments 
every four years, involving audits of the energy used 
by our buildings and transport to identify cost 
effective energy saving measures. As required, we 
submitted our first set of data in December 2015.

We will revisit opportunities across all European 
operations later in 2017.

FTSE4Good
Hiscox membership of the FTSE4 Good Index 
continues following efforts in autumn 2016 to better 
articulate our ESG performance on our website.

The FTSE4Good Series is designed to help 
investors integrate environmental, social and 
governance (ESG) factors into their investment 
decisions. The indexes identify companies that 
better manage ESG risks and are used as a basis 
for tracker funds, structured products and as 
a performance benchmark. The ESG Ratings are 
used by investors who wish to incorporate ESG 
factors into their investment decision making 
processes, or as a framework for corporate 
engagement and stewardship.

6.3 Planning for the future.

Hiscox planning
Hiscox is committed to maintaining the high profile 
of climate change throughout our business and to 
report on our progress. In order to further these 
aims in 2017-18, we intend to:

 D  identify an individual Board member with 
special responsibility for climate change risk;
 D  improve the accessibility of our climate report 
on our website.

On an ongoing basis, we will:

 D  continue our active membership of the 
most appropriate climate change 
related organisations; 
 D  continue to report on our environmental 
and climate change performance.

Role of the insurance industry 
Hiscox believes that there is a wider role for the 
insurance industry and ClimateWise to:

 D  promote climate change risks at Board level 
across the insurance industry; 
 D  implement a Board level ClimateWise working 
group on climate change.

We recognise that the most effective way 
to engage with policymakers, customers 
and suppliers on climate change issues 
is by acting at an insurance industry level, 
rather than as an individual insurer.



48Hiscox Climate Report 2017 49Hiscox Climate Report 2017

Our progress Our progress

Section 1

In 2016-17, we committed to:
 D  continue our Hiscox Group Head of Catastrophe Research involvement with building a new 
steering committee comprised of NERC and industry representatives, aiming to improve the links 
between academia and industry and build industry-driven specific projects to help us understand 
catastrophe risk better (delivery affected by staff changes);
 D  publish a paper for the insurance industry that contrasts the previous windstorm season with past 
seasons and the effect of media derived perceptions of ‘stormy winters’ 
on the insurance industry (delivery affected by staff changes);
 D  publish a paper ahead of the next hurricane season regarding availability of data and uncertainty 
in US Hurricane modelling (completed);
 D  conduct research to understand more about the variance between the predictions of our flood models 
and the real-world results of flooding, as reflected in our claims data, and study whether this variance 
may have a climate component to it and to identify the level of claims that sit outside the areas 
deemed as flood prone (completed).

In 2017-18, we plan to:
 Dmake US flood risk our priority area of research;
 Ddevelop improved location level estimates of flood risk;
 Ddeveloping estimates of tail risk due to US flood and the clash with hurricane events;
 D incorporate new earthquake models in the market into the Hiscox view of risk.

As ongoing activities, we commit to:
 Dcontinue to develop our internal and external research initiatives and relationships;
 Dmonitor and engage with new developments in risk modelling.

Section 2

Hiscox has built strong ongoing relationships in the forum of public policy-making.
In 2016-17 we committed to: 

 Dcontinue work to deliver our Paris Pledge (in progress);
 Dcontinue to implement Flood Re (in progress); 
 Dmaintain involvement in ClimateWise work with the PRA (in progress).

In 2017-18 we plan to:
 Dwork towards including the recommendations of the TCFD in future climate reports.

As ongoing work, we will:
 D  continue to strengthen links across the industry and with policy-makers through participation 
in relevant events and initiatives;
 D influence policy decisions, working individually or through our membership of relevant industry bodies.

Role of the insurance industry
We believe that there is a wider insurance industry role to:

 Dconduct joint-working on policy issues and develop a clear, cohesive industry perspective;
 D lobby policy-makers and regulatory bodies on behalf of the insurance industry;
 D issue public statements on behalf of the insurance industry.

Section 3

Hiscox has strong ongoing relationships with our global customer base. 
In 2016-17, we committed to:

 Dfind out more about our customer beliefs and values relating to climate change (in progress);
 Dpublish a number of new articles on climate change issues in our customer-facing publications.

In 2017-18, we plan to:
 Dcontinue with our roll-out of Flood Re and FloodPlus.

We will continue with ongoing work to:
 D  identify new opportunities to introduce products and services which support our customers 
in adapting to climate change and continue increasing the number of these policies sold to new 
technology companies (Flood Re and FloodPlus delivered);
 D  continue to provide insurance against effects of climate change in areas of poor insurance penetration 
(Flood Re and FloodPlus delivered).

Role of the insurance industry
We believe that there is a wider insurance industry role to:

 D  produce reports on climate change, aimed at informing insurance customers about the issues 
and encouraging them to consider climate change in their decisions;
 Dencourage sustainability in the claims process;
 D raise the profile of climate change in markets with poor insurance penetration.

Section 4

Along with much of the insurance industry, Hiscox is still developing our approach to including 
climate change in our investment decisions. 
In 2016-17, we committed to:

 D  compile further assessments of investment fund manager governance and ESG 
performance (delivered);
 Dcontinue with our current investment strategy, as defined in our 2016 review (delivering).

In 2017-18, we will aim to:
 D issue a questionnaire to our key equity fund and bond management companies;
 D include climate change related issues in the audit system for the selection of any new fund managers;
 D  review the relevance of new investment research proposal of our partners and consider whether 
to become involved.

As ongoing work we will:
 Dcontinue to improve the level of information available on the Hiscox website;
 D  conduct the next planned review of climate change and investment in 2019, following our  
three year cycle;
 Dcontinue to support Tech Track 100 and offer appropriate insurance to their listed companies.

Role of the insurance industry 
We believe that there is a wider insurance industry role to:

 D  bring together insurers and investment houses in order to facilitate an industry approach 
to including climate change issues in investment decisions;
 Dbaise the profile of climate change and investment with stakeholders.

Section 5

Hiscox has an excellent track record of reductions in our business climate change impacts. 
In 2016-17, we committed to: 

 D  reduce scope 1 and 2 emissions per Full Time Equivalent (FTE) employee by 15% by 2020, 
relative to 2014 (fully delivered, and exceeded in 2016);
 D reduce scope 1, 2 and 3 emissions by 20% by 2020, relative to 2014 (good progress made).

Our progress
A record of our actions 
in the previous 12 months, 
and what we plan to do 
in the next 12 months.
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Our progress

In 2017-18 we plan to:
 D  continue to work to achieve our target to reduce scope 1, 2 and 3 emissions by 20% by 2020, 
relative to 2014;
 D implement the findings of our energy audit;
 D review progress on our commitments over the last five years.

On an ongoing basis, we commit to:
 Dcontinue to improve our systems for collection of data on our environmental impacts;w
 Dcontinue to publish information on our greenhouse gas emissions;
 D  engage with our stakeholders, including suppliers and employees, about improving their 
environmental impacts;
 D  continue to focus on business travel as a key potential area for improvement in data collection 
and carbon and cost reductions;
 Dcontinue our programme to improve building energy efficiency;
 D  develop a system to collect office data more often to enable more frequent environmental monitoring 
and improved data capture 
 D implement a programme of communications to further raise the profile of sustainability with employees;
 Dpublicise the model of the Bermuda Green Team volunteers to other Hiscox staff.

Section 6

Hiscox is committed to maintaining the high profile of climate change throughout our business 
and to report on our progress.   
In 2016-17, we committed to:

 D identify an individual Board member with special responsibility for climate change risk (in progress);
 D improve the accessibility of our Climate Report on our website (completed).

In 2017-18, we will aim to:
 D identify an individual Board member with special responsibility for climate change risk

As ongoing work we will:
 Dcontinue our active membership of the most appropriate climate change related organisations;
 Dcontinue to report on our environmental and climate change performance.

Role of the insurance industry 
We believe that there is a wider insurance industry role to:

 Dpromote climate change risks at Board level across the insurance industry; 
 D implement a board level ClimateWise working group on climate change.



Hiscox

1 Great St Helen’s 
London EC3A 6HX 
United Kingdom

T +44 (0)20 7448 6540 
E james.atack@hiscox.com

www.hiscoxgroup.com

17892 07/17




