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Solvency Il sustainability risk plans

What risk functions need to consider — specifically for Irish undertakings
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The Solvency Il Review has introduced a
requirement for (re)insurers to prepare a
sustainability risk plan (SRP) as part of a
suite of new measures supporting the
EU's sustainable finance agenda. In this
paper, we set out what you need to know
to prepare for, and ultimately produce, an
SRP which meets the requirements of the
amended Solvency Il Directive. This
briefing note has been prepared
specifically for the Irish market. It reflects
the interaction between the new
requirements and the Central Bank of
Ireland’s (CBI) March 2023 Guidance for
(Re)Insurance Undertakings on Climate
Change Risk (‘the CBI Guidance’)."

There has been uncertainty associated with the new SRP
requirements since the European Insurance and Occupational
Pensions Authority (EIOPA) published its consultation paper on
the proposal for Regulatory Technical Standards on management
of sustainability risks including sustainability risk plans? (‘the draft
RTS’ or ‘the CP’) in December 2024. The consultation period
concluded in February 2025, but the draft RTS were
subsequently de-prioritised by the European Commission in
October 2025 as part of its wider simplification efforts.3
Notwithstanding this, the requirements as set out in the amended
Solvency Il Directive (‘the amended Directive’) still stand. It
remains unclear at the time of writing whether the final RTS will
ever be published. However, the latest indication as per the
Commission’s de-prioritisation memo is that, if published and
adopted, this will not be before 1 October 2027.4

In the absence of the final adopted RTS, the draft RTS within the
CP provide the most detail on the intended content and structure of
the SRP. The CBI also indicated in its recent Solvency Il Review
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FAQ that firms may refer to the draft RTS as being a rough
indication as to how to comply with the new requirements.®

Looking at the draft RTS, most of the building blocks of the SRP —
governance, the materiality assessment, scenario analysis and the
integration of sustainability risk into the risk-management system —
overlap heavily with the CBI Guidance. This means that Irish
(re)insurers should be well placed to meet these new requirements.

The SRP is required from 30 January 2027 when the amended
Directive takes effect, having been formally adopted by the
European Parliament in April 2024. The CBI has said it is planning
an update of the current CBI Guidance as part of its wider
compatibility review to ensure consistency with the new
requirements, with a planned publication date of January 2027 to
align with the transposition.

Background

The amended Directive defines sustainability risk as ‘an
environmental, social or governance event or condition that, if it
occurs, could cause an actual or a potential negative impact on
the value of the investment or on the value of the liability.® For
(re)insurers, this definition captures climate-related physical and
transition risks affecting both sides of the balance sheet, together
with broader environmental, social and governance factors.

Although Solvency Il already requires (re)insurers to integrate
sustainability risks into their system of governance, risk
management system and prudent person principle,” EIOPA took
the view in its ‘Opinion on the 2020 Review of Solvency II’ that
the framework should go further.® The amended Directive carries
that recommendation through by requiring undertakings to draw
up specific forward-looking plans to identify, monitor and address
the financial risks arising from sustainability factors.

For CBl-regulated (re)insurance undertakings, the CBl Guidance
has shaped the climate-risk management frameworks developed
in Ireland in recent years. The SRP requirement extends that
approach to the full sustainability spectrum and introduces a
stronger expectation of quantification, including forward-looking
quantifiable targets and public disclosure via the SFCR. This
paper steps through each of the requirements of the amended
Directive, with references to the draft RTS where further context
is deemed beneficial.
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Amended directive

This section sets out the new Level 1 requirements.® The more
granular EIOPA expectations as were indicated by the draft RTS
are outlined in full in Appendix A.

New paragraphs have been inserted into Article 44(2b) of the
amended Directive which deal specifically with sustainability risks
and SRPs. The key provisions are summarised as follows:

=  SRPs: (Re)insurance undertakings must develop and monitor
specific plans which include quantifiable targets and
processes to monitor and address the financial risks arising in
the short, medium and long term from sustainability factors.
Those plans must consider the EU's objective of achieving
climate neutrality by 2050 and the 2030 climate target.

The term ‘specific plans’ indicates that the amended
Directive does not explicitly mandate the SRP to be a single
document. As a result, in the absence of final RTS
mandating otherwise, undertakings could choose to either
meet the new requirements through multiple documents or to
consolidate the relevant information within a single SRP,
consistent with the form foreseen by the draft RTS. Itis
worth noting that, in its FAQ, the CBI indicated that it will not
require a separate standalone document for the SRP but
that it will expect the new requirements to be clearly
documented for both internal governance purposes and
supervisory review. This briefing note assumes that
undertakings will prepare a single, consolidated SRP.

= EIOPA mandate: EIOPA was mandated to submit draft RTS
to the European Commission to further specify the practical
operation of the SRP framework, including:

— Standards and methodologies for sustainability
risk management

—  Elements to be covered in SRPs prepared at
undertaking level and, where relevant, at group level

—  Links with the ORSA framework
—  Supervisory approaches
— SRP-related SFCR disclosures

= Annual disclosure: Undertakings must disclose annually
the quantifiable targets set out in the SRP. This overlaps
with changes to the SFCR.

=  Group derogation: A (re)insurance subsidiary may be
exempted from preparing its own solo SRP where a
participating (re)insurance undertaking, insurance holding
company or mixed financial holding company prepares a
SRP at group level which adequately covers the subsidiary's
sustainability risk management and quantifiable targets.
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The amended Directive additionally links the SRP to both the
SFCR and the Own Risk and Solvency Assessment (ORSA):

= SFCR: Requires undertakings to disclose elements of the SRP
within the part of the SFCR targeted at market professionals.

= ORSA: Requires undertakings with material exposure to
climate change risks to perform long-term climate change
scenario analysis as part of the ORSA. The scenarios used
in the SRP must be consistent with those used in the ORSA.

Sustainability factors

Many Irish entities will have focused on climate risk in meeting
the CBI's requirements, but the new Solvency Il requirements
include broader sustainability factors which consider social and
governance risks in addition to climate risks. Irish (re)insurers will
need to update their processes and risk assessments to cater for
these wider sustainability factors.

Annex | of the draft RTS included examples of social and
governance metrics which would be a good starting point for
undertakings looking to assess the risk exposure to these
broader sustainability factors.°

Scope and proportionality

The new Atrticle 44(2b) requirements apply to all (re)insurance
undertakings in scope of the Solvency Il Directive. However, a
degree of proportionality is embedded directly in the Level 1 text.
It states that the targets, processes and actions included in the
plans must be proportionate to the nature, scale and complexity
of the sustainability risks of the undertaking’s business model.

The draft RTS provided further colour on how this proportionality
might operate in practice. It included lighter-touch treatment for
small and non-complex undertakings (SNCUs) and captives,
while focusing on several of the more substantive requirements —
including the financial risk assessment, supporting scenarios,
quantifiable targets and actions — on cases where material
sustainability risks have been identified.

Even in the absence of legally binding RTS, such a materiality-
based approach to proportionality is consistent with the existing
CBI Guidance, under which firms are expected to assess the
materiality of climate change risk exposure and calibrate their
governance, risk management, scenario analysis and business
integration activities by reference to the nature, scale and
complexity of the undertaking and the materiality of the exposure.
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Submission, disclosure and
update frequency

The amended Directive, by design, does not prescribe the
detailed mechanics of submission, public disclosure or review
frequency in the same way as the draft RTS. The points below
differentiate between the binding Level 1 requirements and the
additional, non-binding details proposed by the draft RTS.

REGULATORY SUBMISSION

The amended Directive does not contain any express require-
ment for undertakings to submit the SRP as a standalone
document to the regulator.

The draft RTS required undertakings to submit their SRP to their
supervisory authority as part of their regular supervisory reporting
in accordance with Article 35 of the amended Directive.

In the absence of adopted RTS, however, it remains unclear whether,
when and in what form the SRP would need to be submitted.

PUBLIC DISCLOSURE

In relation to public disclosure, the Level 1 position is clearer
but still incomplete. The amended Directive requires
undertakings to disclose annually the quantifiable targets
included in the SRP and requires the market-professional part
of the SFCR to include elements of the SRP. However, the
amended Directive again leans on the prospective RTS to
further detail the elements to be disclosed.

In this respect, the draft RTS specified that the following selected
elements of the SRP would be disclosed in the SFCR:

=  Governance arrangements

= Material sustainability risk exposures

=  Scenarios used for the financial risk assessment

*= Quantifiable targets

= Metrics

=  Actions

In the absence of legally binding RTS there is clearly still
uncertainty here with regards to what needs to be publicly
disclosed in the SFCR. Undertakings should therefore consider
how to best prepare for SRP-related SFCR disclosures,
especially in a scenario where the RTS are never finalised.
UPDATE FREQUENCY

The amended Directive does not set a prescribed review cycle
for the SRP. However, the draft RTS set out a minimum review
cycle for the SRP of three years, with an obligation to update the
plan whenever there is a significant change in the undertaking's
sustainability risk profile or a major external development which
materially affects the relevance of its content.
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This is broadly consistent with what has become, to some extent,
market practice in Ireland in recent years as many (re)insurers do
not update their materiality assessment on an annual basis but
rather do so periodically (every two to three years) or where there
is a material change in the risk profile.

Time horizons

The amended Directive requires the SRP to address financial
risks over the short, medium and long term.

The draft RTS assigned specific definitions to each of these
horizons, together with the EU Green Deal target horizons of
2030 and 2050 — these are detailed in Appendix A. Under the
draft RTS, this short-, medium- and long-term framing applied
both to the materiality assessment, which every undertaking
performs, and to the financial risk assessment and its scenarios,
which were only required where the materiality assessment
identified material sustainability risks.

The draft RTS time horizons are slightly shorter than the
timelines specified by the CBI in its Guidelines, which were
aligned with the EIOPA ‘Opinion on the supervision of the use of
climate change risk scenarios in ORSA’ from April 2021.""

Conclusions and next steps

The SRP is intended to become a key tool in embedding
sustainability into (re)insurance risk management through the
quantification of sustainability-related financial risks, the setting of
forward-looking quantifiable targets, and the identification of
actions to manage and monitor exposures. As a publicly
disclosed document via the SFCR, it will also become a key
channel through which (re)insurers communicate their
sustainability strategy to stakeholders.

Irish undertakings will already be meeting many of the new
requirements as climate risk has been a topic of focus under
Solvency Il and of the CBI for several years. The CBI’'s Guidance
maps very well to the new requirements including the detail
foreseen by the draft RTS, however some additional work may be
required to ensure compliance with the Level 1 text and expand
existing analyses to apply a broader sustainability lens.

While uncertainty remains around the publication of the final RTS,
undertakings need to consider how best to approach the new
requirements as they come into effect on 30 January 2027. To
prepare for this, Irish undertakings should focus on:

1. Any gaps between their current compliance with the CBI’s
Guidelines and the amended Directive. Undertakings should
consider using the draft RTS as a guideline while
acknowledging that they are not legally binding.
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2. Review the metrics and quantifiable target-setting framework
outlined in the RTS for any material climate or sustainability
risk exposures.

3. Consider how best to plan for the public disclosure
requirements in the SFCR, including stakeholder management
in respect of any new public disclosures.

4. Engage with the regulator to understand their expectations in
this space, including where there are any material uncertainties
regarding what is required under the amended Directive.

5. For some entities there may be an opportunity to rely on a
group SRP, in which case early engagement with the group will
be essential to confirm that the group SRP will adequately
reflect local entity specifics.

Appendix A sets out the additional detail foreseen to be included
in the SRP under the draft RTS. Undertakings may want to
review this to check that they are meeting regulatory
expectations in this area, while again acknowledging that the
current draft is not legally binding.

Appendix A — Draft RTS

STRUCTURE AND CONTENTS OF THE SRP

The draft RTS included six core elements which made up the SRP:

1. Governance arrangements

Sustainability risk assessment (made up of the materiality
assessment and the financial risk assessment)

Key results, including from scenario analysis
Metrics used to monitor sustainability risks

Quantifiable targets covering short, medium and long term

I

Actions, including implementation timeline

The materiality assessment, together with the structural elements of
the SRP—governance, data and systems, metrics, review, public
disclosure and supervisory engagement—were to apply to every
undertaking.

Several of the more substantive obligations, by contrast, were to only
apply where the materiality assessment identified material
sustainability risks:

= The financial risk assessment (and the scenarios which support it)
= The quantifiable targets

= The actions and implementation arrangements

This is similar to the CBI's Guidance, with the outcome of the

materiality assessment informing whether quantitative risk
assessment is required.
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GOVERNANCE ARRANGEMENTS

The draft RTS included requirements for the SRP to describe
how sustainability risks are integrated into the undertaking’s
system of governance:

= The roles and responsibilities of the board (the adminis-
trative, management or supervisory body, or AMSB, in
Solvency Il terms)

= The key functions (risk management, actuarial, compliance
and internal audit)

= Any dedicated sustainability committee

= The reflection of sustainability considerations in the
remuneration policy

The substance of these expectations is already well embedded
within the CBI Guidance. The incremental work required will be to
extend the existing climate-focused governance overlay to
broader sustainability factors and to ensure that the SRP itself is
owned and approved at Board level, including approval and sign
off of any publicly disclosed sections.

DATA AND SYSTEMS

The requirements to produce the amended Directive's SRP can
only be met if the underlying data exists; the draft RTS required
undertakings to maintain data and information systems which allow
them to identify and assess sustainability risks across their balance
sheet, and to remediate gaps where the data, methodologies or
systems are not yet sufficient to support the SRP.

Sustainability data is typically sourced from external providers,
varies in coverage and quality across asset classes and
geographies, and may not align cleanly with the way internal risk
and finance systems classify exposures. Where material
exposures are identified, undertakings will typically perform a
data gap analysis to confirm that the necessary data,
methodologies and systems are available to support the metrics
and targets they expect to adopt, and to set out remediating
actions where they are not.

MATERIALITY ASSESSMENT

The amended Directive requires undertakings to identify, monitor
and address the financial risks arising from sustainability factors;

The draft RTS provided practical steps on how to meet this, by
requiring undertakings to put forward-looking processes in place
to identify and assess sustainability risks across the short,
medium and long term.

4
August 2026



MILLIMAN WHITE PAPER

The RTS noted that assessment should take the form of a
narrative supported by an explicit identification of the
sustainability risks and risk drivers to which the undertaking is
exposed and an assessment of those exposures across:

= Assets and liabilities — including by economic sector and
geography, with consideration of physical and transition risks for
climate and broader environmental risks (biodiversity loss and
other nature-related risks), social risks and governance risks

= Outward impact — the actual and potential material
adverse impacts of the undertaking's investment and
underwriting activities on sustainability factors (the
second leg of "double materiality")

= Macro and financial-market channels — per the amended
Directive, including consideration of how sustainability risks
propagate through the economy, the financial system and
the undertaking's strategic environment

The draft RTS required the methodology, assumptions, data
sources and outcomes — including the thresholds applied for
classifying risks as material or non-material — to be documented.

Although CBIl-regulated firms will recognise the underlying concept
from the CBI Guidance, the new requirement is broader (covering
environmental, social and governance risks, not just climate) and the
documented thresholds expectation is more explicit.

In practice, CBl-regulated undertakings will already have
prepared a climate materiality assessment under the CBI
Guidance, and that existing assessment is expected to cover a
significant proportion of the draft RTS requirements; the principal
incremental task is to widen it from its climate focus to the full
environmental, social and governance spectrum.

Undertakings should ensure the methodology, materiality
thresholds and the conclusions are robust, well evidenced and
capable of withstanding supervisory challenge.

FINANCIAL RISK ASSESSMENT

The amended Directive's core obligation is to address the
financial risks arising from sustainability factors; the draft RTS
outlined how undertakings might achieve this.

Where material sustainability risks have been identified, the
financial impact of those risks should be assessed relative to the
undertaking’s solvency position, profitability, liquidity and
business model.
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The draft RTS stated that the financial risk assessment must:

= Be performed under at least two scenarios

* Include both qualitative and quantitative analysis — SNCUs
and captives may apply a qualitative-only approach

= Be linked into the ORSA and through it into the undertaking's
strategy, risk appetite, pricing, underwriting, reserving and
capital management

=  Cover short-, medium- and long-term horizons

= Incorporate the EU Green Deal 2030 and 2050 milestones

All assumptions, methodologies, data sources and outcomes
must be documented.

In practice, the financial risk assessment will be the bridge
between the conclusions of the materiality assessment and the
target-setting and action plans which follow.

SCENARIOS

The draft RTS specified that the scenarios used for the financial
risk assessment must cover the time horizons set out, that at
least two long-term scenarios must be used, and that the
scenarios must be consistent with the materiality narrative.

Where climate is identified as a material sustainability factor, the
long-term scenarios must be consistent with the ORSA
parameters, which require at least two long-term climate change
scenarios — one in which the global temperature increase
remains below two degrees Celsius, and one in which it
significantly exceeds that level.

Most Irish firms already use NGFS scenarios or similar publicly
available climate scenarios; the SRP requirement is to ensure
these scenarios extend to the longer horizons specified and meet
the ORSA parameters. For non-climate sustainability factors, the
scenarios may need to be constructed using a combination of
external science and bespoke internal narratives.

METRICS

The amended Directive requires undertakings to monitor the
financial risks arising from sustainability factors. The draft
RTS required undertakings to specify the metrics used to do
so in the SRP.

The draft RTS stated that the metrics must:

=  Give a representation of risk and of the financial position
of the undertaking

= Be up-to-date, robust and science-based

= Be tailored to the business model

=  Where relevant, be granular by business line, geography
and sector
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The draft RTS required undertakings to consider, where relevant,
the minimum set of ‘current view’ metrics in Annex | to the draft
RTS,' which spans physical and transition climate risks,
biodiversity, social and governance risks across both the asset
and liability sides. Regardless of whether the draft RTS are
finalised, this Annex provides a good source for companies to
consider when defining sustainability metrics to meet the
requirement in the amended Directive which applies to all
undertakings, irrespective of whether sustainability risks have
been identified as material — although the breadth and depth of
the metrics actually used will be proportionate to the output of the
materiality assessment.

QUANTIFIABLE TARGETS

The amended Directive requires undertakings to define
quantifiable targets to help monitor and address the financial
risks arising from sustainability factors. The draft RTS outlined
details of how to meet this requirement

‘Targets’ here refer to measurable, time-bound benchmarks
which the undertaking sets in order to monitor, and where
appropriate reduce, its own exposure to the financial risks arising
from sustainability factors.

For example, this could include a trajectory for reducing asset-
side exposure to high-transition-risk sectors or a limit on physical-
risk concentration in the underwriting portfolio.

Where climate risk is material, the climate-based targets and the
actions supporting them must additionally be consistent with the
EU's 2030 and 2050 climate objectives.

The draft RTS highlighted that targets must be:

= Quantifiable, forward-looking and cover short, medium
and long term

= Embedded in the risk appetite framework and the strategy

= Referenced to the EU Climate Law and other relevant
national and EU legislation in the case of climate targets

=  Consistent with the forward-looking risk assessment, with
the reports of the European Scientific Advisory Board on
Climate Change,"® and with any transition plans the
undertaking has developed for Corporate Sustainability
Reporting Directive (CSRD) or Corporate Sustainability Due
Diligence Directive (CSDDD) purposes

=  Supported by management actions whose feasibility and
reliability has been assessed
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Where targets are being defined, it would be important for them
to be consistent with the undertaking’s chosen sustainability
metrics. In addition, they should be consistent with any public
commitments regarding climate or sustainability targets, in
addition to any public sustainability reports, such as CSRD
reporting as highlighted in the draft RTS.

ACTIONS AND IMPLEMENTATION

The amended Directive requires undertakings not just to monitor
but to address the financial risks arising from sustainability
factors. The draft RTS provided further details on this.

Where material sustainability risks have been identified, it
required the SRP to set out the specific actions the undertaking
intended to take to address material sustainability risks and to
meet its targets (defined as per the draft RTS).

The draft RTS stated that actions must:

= Be integrated into the undertaking’s governance
arrangements and relevant risk management policies

=  Show how they contribute to the achievement of the
quantifiable targets set out in the SRP

= Include contingency actions to be taken if targets are not
on track to be met

Implementation timelines, responsibilities, resources and
monitoring arrangements must also be specified.

SUPERVISORY REVIEW
The draft RTS provided some insights into the lens supervisors
would apply when reviewing the SRP.

It stated that supervisors would assess:

= The governance, the appropriateness of the scenarios,
horizons, thresholds, metrics and results

= The consistency of the policies, targets and actions with the
materiality assessment

=  The consistency of the SRP with any CSRD or CSDDD
transition plans the undertaking has prepared

Supervisors would also expect to see material sustainability risk
exposures addressed within the ORSA, with the SRP forming
part of the wider supervisory review process.
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PUBLIC DISCLOSURE VIA THE SFCR

The draft RTS set out the elements of the SRP which would be
expected to be included in the SFCR.

The required content included:

=  Governance
=  Material exposures

= Scenarios

= Targets
=  Metrics
= Actions

The draft RTS required firms to reflect the SRP in their
overall strategy and business model description where
relevant — this is consistent with the CBI's expectations
regarding climate risk exposures.

Solutions for a world at risk™
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technology to develop solutions for a world at risk. We help clients in
the public and private sectors navigate urgent, complex challenges—
from extreme weather and market volatility to financial insecurity and
rising health costs—so they can meet their business, financial, and
social objectives. Our solutions encompass insurance, financial
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Annex Il of the draft RTS provided a map for each of these
SRP elements to the corresponding European Sustainability
Reporting Standards (ESRS disclosures), which aimed to
support undertakings in aligning the SFCR disclosure with
their CSRD reporting to avoid duplicative or contradictory
disclosure. Care will be needed to ensure consistency
between the SFCR disclosure and the related disclosures
under the CSRD, the ESRS, the Sustainable Finance
Disclosure Regulation (SFDR) and the CSDDD. "

CONTACT

Sinéad Clarke
sinead.clarke@milliman.com
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