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* To support the recent publication of the 2022 Climate Risk %PS el Livited
Report, which: e

» assesses the Fund’s exposure to climate-related risks
and opportunities

* allows the Fund to identify further means to manage
its material climate risks

* To highlight the report’s key findings

“Shropshire
* To provide an overview of the Fund’s progress in --_P'e'risionhFund 2022
managing climate risk . Climate Risk Report
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The Committee’s decision to shift assets to the
Global Sustainable Equities fund and the Low
Carbon Transition fund drove a 46% decrease in
carbon intensity between 2020 and 2022

Total Equities also had a lower carbon intensity
than the blended benchmark in both years
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Financed emissions in the portfolio fell by 43%
between 2020 and 2022

As with the carbon footprint, this was driven by
the Committee’s changes to the asset allocation



0
LR p

LGPS
) N

Compan Portfolio | Contribution to Portfolio
pany Weight Carbon Footprint . .
 Two of the Top 5 contributors to the portfolio’s
NextEra Energy 0.43% 13.18% . . .
Holcim 0.19% 10.12% Carbon Footprint are currently in the Climate
Linde 0.45% 7.70% Stewardship Plan
RWE 0.18% 7.27%
CF Industries 0.13% 4.20% « Two of the Top 5 contributors to Financed
Emissions are currently in the Climate
Stewardship Plan
C Portfolio| Contribution to Portfolio . . . .
ompany Weight Financed Emissions * Those contributors which are not in the Climate
RWE 0.17% 19.41% Stewardship Plan have been recommended as
Holcim 0.18% 17.14% additions going forwards
CRH 0.24% 6.29%
CF Industries 0.12% 3.89%
Glencore 0.24% 3.46%

Certain information ©2022 MSCI ESG Research LLC. Reproduced by permission.
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Weight in Clean Tech and Fossil Fuel Reserves N .
LGPS Central Limited
s
Fund Weight in Clean Tech and Fossil Fuel Reserves

Weightir(\/c)leantech Asset allocation decisions have generated:

% e
Weight in coal power I * a50% decrease in the Fund’s weight in fossil
(%)
fuel reserves
Weight in thermal coal
reserves (06 M * anincrease in the Fund’s weight in companies
Weight in fossil fuel associated with Clean Technology
reserves (%) e
0% 5% 10% 15% 20% 25% 30% 35% 40% Furthermore:
2020 m 2022
* 50.7% of companies have Net Zero targets
Net Zero Pledges 2022
Proportion of Total Equities 50.70% . L
) . ) * 79% of financed emissions came from

Proportion of Companies in Material Sectors 53.87% . i
Proportion Financed Emissions 79.03% companies with Net Zero ta rgets

N.B. The Net Zero Pledge is sourced from three data sources, MSCI, CA100+
and Carbon Disclosure Project.

Certain information ©2022 MSCI ESG Research LLC. Reproduced by permission.
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Climate Scenario Analysis - 40Y Projection

30,000 Key Conclusion One: A successful transition
is imperative to ensure the maximisation of

25,000 asset performance

20,000 . .
Key Conclusion Two: Sustainable

allocations protect against transition risk;
Growth Assets are highly vulnerable to
physical risk

15,000

10,000

Asset Value (£ Millions)

>/000 Key Conclusion Three: Monitor sector and

regional exposures

Key Conclusion Four: Be aware of future
pricing shocks

Years

— Baseline = = = Failed Transition e Rapid Transition Orderly Transition




Climate Stewardship Plan

* Developed by Shropshire County Pension Fund based on the
findings of its previous Climate Risk Reports

* The Plan identifies areas in which stewardship techniques can
be leveraged to further understand and manage climate risk

* The Plan identifies a focus list of companies for prioritised
engagement

* These companies are engaged by the Fund’s portfolio managers
and suppliers on behalf of the Fund
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TPI TPI Carbon Performance
Company Sector CA100+ Strategy Engagement Objectives Management
Quality
To 2025 | To 2035 To 2050
CA100+ Achievements of the high level
‘ collaborative objectives of the CA100+ initiative Not Not Not
BP Energy ) 4* . . )
engagement with Duly account for climate risks in Aligned Aligned Aligned
EOS as co-lead financial reporting
Engagement by Achievements of the high level
LGP -l jecti f the CA100+ initiati
. ‘ GPSC as co-lead _object'lves o] t e CA100 |n|t|at|\'/e. 15 Below 2 National
Glencore Materials for the CA100+ including attainment of the specific 4 Dearees | Degrees Pledees
Glencore Focus indicators in the CA100+ 8 8 g
Group. benchmark
Collaborative
engagement by
the CA100+ Focus Paris-aligned accounts in line with
" Group and [IGCC’s Investor Expectations Below 2 Below 2 15
Holcim Cement ’ ) 4
t.hrough. Parls'— Achievement of the high-level Degrees Degrees Degrees
aligned financial objectives of the CA100+ Initiative
accounting
investor initiative.

No Criteria Met

Some Criteria Met

All Criteria Met

Not Assessed
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TPI TPI Carbon Performance
Company Sector CA100+ Strategy Engagement Objectives Management
Quality
To 2025 | To 2035 To 2050
Net Zero GHG emissions by 2050 or
CA100+ sooner ambition
llaborati
\‘ cotlabora |ve. Capital allocation alignment with the Not Not Not
NextEra Energy engagement with Paris Agreement 4 Aligned Aligned Aligned
LGPSC in the focus 8 & & 8
group Commitment to clear medium and
long-term GHG reduction targets
Direct
) . Irec Discussing the progress of the 1.5 Below 2 National
RyanAir Airlines N/A engagement by company's decarbonisation strate 4 Degrees Degrees Pledges
Baillie Gifford pany 8y g g g
To set and publish targets which are
CA100+ Paris-aligned.
llaborati
cotlabora Ne. To fully reflect its Net Zero ambition Below 2 Below 2 1.5
Shell Energy engagement with in its operational plans and budgets 4 Degrees | Degrees Degrees
LGPSC involved in P P gets. & & &
the focus group To set a transparent strategy on
achieving net zero by 2050.

No Criteria Met

Some Criteria Met

All Criteria Met

Not Assessed
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TPI Carbon Performance
Proposed TPI
Company Sector CA100+ Str:tegy Proposed Engagement Objectives Management
Quality To2025 | To2035 | To 2050
Align short- and medium- term GHG
CA100+. reduction targets with 1.5 degree .
RWE Eneray ‘ coIIaboratlve. scenario 3 !\lot National 1.5
engagement with Aligned Pledges Degrees
EOS as co-lead Align future capex with the goals of
the Paris Agreement
Improved disclosure around its
membership and involvement in trade
associations engaged in climate issues
CA100+ gag
CRH Ple. Materials " coIIaborativg More rob_us'F reporting of Scope 1, 2 4 Below 2 1.5 1.5
engagement with and 3 emissions Degrees Degrees Degrees
EOS as co-lead .
Increased development of activities
focusing on low-carbon cement
solutions
Direct Set transparent strategy on achievin
Linde Materials N/A engagement by P gy g 3 N/A N/A N/A
net zero by 2050.
LGIM
CF Direct Set transparent strategy on achievin
. Chemicals N/A engagement by P &y g 3 N/A N/A N/A
Industries Union net zero by 2050.

No Criteria Met

Some Criteria Met

All Criteria Met

Not Assessed




TCFD Consultation — Department for Levelling Up ‘%PS Conal Lo
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e Consultation closed 24th November

* New regulations will enter into force Q4
2024

* Consultation response was submitted by
LGPS Central and shared with Partner
Funds for comment

e Consultation response was also submitted
by Shropshire

o,
LGPS Central Limited is authorised and regulated by the Financial Conduct Authority. Registered in England. Registered No: 10425159. {fi\ N
1 3 Registered Office: Mander House, Mander Centre, Wolverhampton, WV1 3NB > }
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Conclusions

The Fund already has good

practice in place in terms of

responsible investment and
climate change

0

v 7y,
2 LGPS Central Limited

S

Key Recommendations for SCPF
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Consider updating the Climate Stewardship Plan
following the changes to the portfolio

Continue to report against the TCFD
Recommendations

Work with fund managers to understand how

they are assessing, monitoring and mitigating
key climate change risks

Repeat the Carbon Risk Metrics annually and Climate
Scenario Analysis every 2-3 years



MSCI disclaimer:
Certain information ©2022 MSCI ESG Research LLC. Reproduced by permission.

Although LGPS Central’s information providers, including without limitation, MSCI ESG Research
LLC and its affiliates (the “ESG Parties”), obtain information (the “Information”) from sources they
consider reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or
completeness, of any data herein and expressly disclaim all express or implied warranties, including
those of merchantability and fitness for a particular purpose. The Information may only be used for
your internal use, may not be reproduced or redisseminated in any form and may not be used as a
basis for, or a component of, any financial instruments or products or indices. Further, none of the
Information can in and of itself be used to determine which securities to buy or sell or when to buy
or sell them. None of the ESG Parties shall have any liability for any errors or omissions in
connection with any data herein, or any liability for any direct, indirect, special, punitive,
consequential or any other damages (including lost profits) even if notified of the possibility of such
damages.

Mercer Limited disclaimer:

Extracts above from Mercer Limited’s (Mercer) report “Climate Change Scenario Analysis” dated
November 2022 prepared for and issued to LGPS Central Limited for the sole purpose of
undertaking climate change scenario analysis for Shropshire Pension Fund. Other third parties may
not rely on this information without Mercer’s prior written permission. The findings and opinions
expressed are the intellectual property of Mercer and are not intended to convey any guarantees as
to the future performance of the investment strategy. Information contained herein has been
obtained from a range of third party sources. Mercer makes no representations or warranties as to
the accuracy of the information and is not responsible for the data supplied by any third party.

LGPS Central Disclaimer:

This document has been produced by LGPS Central Limited and is
intended solely for information purposes.

Any opinions, forecasts or estimates herein constitute a judgement, as at
the date of this report, that is subject to change without notice. It does not
constitute an offer or an invitation by or on behalf of LGPS Central Limited
to any person to buy or sell any security. Any reference to past
performance is not a guide to the future.

The information and analysis contained in this publication has been
compiled or arrived at from sources believed to be reliable, but LGPS
Central Limited does not make any representation as to their accuracy or
completeness and does not accept any liability from loss arising from the
use thereof. The opinions and conclusions expressed in this document are
solely those of the author.

This document may not be produced, either in whole or part, without the
written permission of LGPS Central Limited.

All information is prepared as of 10th November 2022.

LGPS Central Limited is authorised and regulated by the Financial Conduct
Authority. Registered in England

Registered No: 10425159. Registered Office: 1st Floor i9, Wolverhampton
Interchange, Wolverhampton, WV1 1LD







