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A five-point plan to build a financial
system which is fit for a low carbon future




Brunel aims to deliver stronger investment returns over the long
term, protecting our clients’ interests through contributing to a more
sustainable and resilient financial system which supports sustainable

economic growth and a thriving society.

Brunel was formed in July 2017 and manages the There are three ways in which we have a particular
investment of the pension assets (around £35bn) of ten contribution to make:

Local Government Pension Scheme funds in the UK.
We generally use the name ‘Brunel’ to refer to the FCA-
authorised and regulated company.

(a) significant direct influence over the investment
managers we appoint

(b) broader influence in the investment

Our clients retain responsibility for their asset allocation industry and with policy makers

and investment strategy, and ultimately their exposure

to climate risk. We see our role as helping them to (c) influence over company practice and performance,
understand and manage these risks, while also helping to particularly in conjunction with our client funds
address the climate challenge.

We would like to acknowledge the significant support and contribution of our clients in
the development of this policy. Our mutual commitment to building a financial system
which is fit for a low-carbon future is pivotal to driving change. This policy was approved
by the Board of Brunel Pension Partnership Limited on 6 February 2023 and subsequently

updated on 30 June 2024.
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Climate change is anissue
for us and for our clients

Climate change presents an immediate, systemic and material risk to the ecological,
societal, and financial stability of every economy and country on the planet. It has direct
implications for our clients and their beneficiaries. It is therefore a strategic investment

priority for us.

Limiting the temperature increase to 1.5°C is now

more critical than ever and achieving it is under peril.
The world is already at approximately 1.1°C of warming
above pre-industrial levels and current policies in place
globally put the world on track for a central estimate of
around 2.7°C' warming by 2100, assuming all country
targets are met. This means that 4°C of warming could
still be a reality if targets are not met in time.

Research from the Intergovernmental Panel on Climate
Change (IPCC) and other authoritative bodies, suggest
that global temperature rises of 2°C or even 1.5°C

above pre-industrial levels of warming are likely to have
catastrophic impacts for society and the environment

- more extreme weather events and significant
meteorological changes, including to rainfall and

sea levels. Future climate risk is much larger if global
warming exceeds 1.5°C, before then returning to that
level by 2100, than if global warming gradually stabilizes
at 1.5°C. The difference is particularly pronounced if the
peak temperature is high (2°C). In such a case, a lot of
the impacts will be long-lasting and irreversible, such as
theloss of ecosystems.

Governments and all sectors of society (individuals,
companies and investors, among others) will need to do
much more if the global temperature rise this century
isto belimited to 1.5°C above pre-industrial levels. The
transition to the low carbon economy calls for significant
change in the shape and structure of our economy, and
requires us to eliminate most or all fossil fuel use and
achieve a Net-Zero carbon economy by 2050.

What is the role of investors?

The financial services industry’s understanding of the
nature of climate change has developed significantly
over the last few years, with most participants
regarding it as a foreseeable and materially significant
financial risk. Investors are exposed to the risks and
opportunities presented by climate change adaptation
and mitigation - managing these impacts is an essential
component of an investor’s fiduciary duty.

T www.climateactiontracker.org
2 |EA 2022 World Energy Outlook, 2022

Investors are also part of the solution and have a critical
role to play if we are to successfully transition to the
low carbon economy and to ensure that we adapt
effectively to the physical impacts of climate change.
The COP27 Implementation Plan set out both the scale
of the challenge and, for the first time, the role of the
institutional investor:

UNFCCC COP27 Sharm el-Sheikh
Implementation Plan 2022

“...about USD 4 trillion per year needs to be
invested in renewable energy up until 2030
to be able to reach Net-Zero emissions

by 2050,? and that, furthermore, a global
transformation to a low-carbon economy is
expected to require investment of at least
USD 4-6 trillion per year;3”

“delivering such funding will require a
transformation of the financial system and
its structures and processes, engaging
governments, central banks, commercial
banks, institutional investors and other
financial actors.”

Aninvestment opportunity is created through the
provision of the capital required for mitigation and for
adaptation. We can also engage with the companies
we invest in so they are resilient to regulatory and other
changes that will result from climate change. We can
support policy makers in taking action to enable the
low carbon transition and effective adaptation.

3 United Nations Environment Programme. 2022. Emissions Gap Report 2022: The Closing Window - Climate crisis calls for rapid

transformation of societies. Nairobi: United Nations


https://climateactiontracker.org/
https://iea.blob.core.windows.net/assets/830fe099-5530-48f2-a7c1-11f35d510983/WorldEnergyOutlook2022.pdf
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Our role in driving change

Brunel’s experience and expertise in managing climate-related risks and opportunities; our
scale; our influence; and the strength and support of our clients, provides us with a unique

position in the investment industry.

In March 2021, Brunel committed to be Net-Zero by
2050, with the goal of limiting the global temperature
rise to 1.5°C through the Paris Aligned Investment
Initiative (PAIl) Net-Zero Asset Owner Commitment,
aka Paris Aligned Asset Owners. This requires
signatories to set a direction and portfolio structure
for alignment through governance structures, strategy,
target and objective setting, and strategic asset
allocation; it means shifting the alignment of assets

to meet portfolio goals; and it means influencing the
environment to facilitate alignment through policy
advocacy and market engagement.

If we do not have a financial system that is fit for
purpose, we will not be able to respond effectively to
climate change. We can take some specific actions,
mitigating risk at the margin, but the impact will be
limited without wider change.

Our priority must be to catalyse change in the financial
system at scale, not only through our own efforts but
in partnership with others, and through enabling our
clients to be agents of change in their own right.

Whilst Brunel’s commitment and targets
use 2030 and 2050 respectively, we
acknowledge the scientific evidence that
in terms of decarbonisation - sooner

is better from a planetary perspective*

- each fraction of a degree of warming
will increase the frequency and severity

of climate impacts® and corresponding
financial impacts.

4 IPCC, UNFCC, Scientist Warning Europe
5 IPCC

It is critical that our approach supports real economy
changes and is compatible with being a responsible
investor as well as the objectives of the 2015 Paris
Agreement. By that, we mean taking climate action

in the context of other environmental and social
objectives. We specifically acknowledge other systemic
risks and stresses that interconnect with climate action
and are part of Brunel’s wider approach to Responsible
Investment, including:

= Biodiversity and nature-based solutions
(including combating deforestation, the
protection and restoration of water, marine
and other eco-systems)

= Equity, diversity and Inclusion
(specifically acknowledging gender equity
as a critical component of climate action)

=  Human rights and social issues
(with a focus on a Just Transition)

= Circular economy and supply chain management

We use the UN Sustainable Development Goals as a
useful framework for addressing these wider issues, and
they assist us in evaluating investment opportunities
that impact positively across a range of issues.

@
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The state of play in the financial system

The case for urgent action on climate change is
clear. Global average temperatures are already
1.1°C above pre-industrial levels; the rate at
which capital is being invested in low carbon
infrastructure is approximately half of that
required; and the pace at which regulators and
policy makers are acting is far too slow.

We support the UK government’s commitment

to develop measures to help bring the financial
system into line with Net-Zero, as the nature of
the investment system, and financial markets
more generally, contributes to the challenge of
addressing climate change, rather than supporting
change.

Challenges we have identified include a focus on
the short-term; an unwillingness to invest in the
transition (at a scale and pace); a lack of products
across all asset classes and markets; and risk
models and benchmarks that don’t reflect climate
risk, aggravated by the lack of a meaningful price
of carbon.

Working with investment managers

One area of focus will be on driving real and substantial
change in how investment managers invest. We expect
them to think deeply about all aspects of how they invest
and how they engage with the companies and other
entities in which they invest. We will challenge them to
provide investment products that deliver on both our
investment and climate change objectives.

We will press them to think carefully and critically about
the companies and other entities they invest in, and

to justify their investments in companies with higher
greenhouse gas emissions. We will not issue extensive
exclusion lists as this means abdicating responsibility
and accountability. We expect our managers to
materially reduce climate exposures and to be able to
justify any climate controversial holding. Brunel will
apply a selective divestment process on those most
climate impactful companies who are failing to meet
alignment expectations. Our expectations are set outin
Portfolio Monitoring expectations.

Taking stock

Our Climate Change Policy will guide our work on
climate change for the remainder of the decade, but we
will regularly monitor its implementation and publicly
report on its effectiveness annually.

In 2022, we undertook the first of our climate stocktakes,
whereby we sought to do a deeper dive to assess: what
we had delivered; our stakeholder views of our progress
to date; our priorities going forward together; and what
updates to the scientific advice and investment best
practice were relevant to shape the policy.

We have reported publicly on the outcome of our
Climate Stocktake and we commit to repeating the
exercise in 2025 to ensure our approach is fit for
purpose and, specifically, reflects client needs.



https://www.brunelpensionpartnership.org/climate-change/climate-change-policy/
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Our climate change beliefs

Our Investment Principles are designed to capture the ambitions of how the partnership will
operate on a day-to-day basis, to clearly demonstrate compliance with relevant regulations
and policies, to support our investment strategy, and to be commensurate with the

expectations of an organisation of our size.

Our clients (as administering authorities) retain
responsibility for strategic asset allocation and
setting their investment strategies, and ultimately
their exposure to climate risk. As such, our beliefs

and approach are collegiately developed with our
clients. We seek to be representative of their collective
view whilst enabling each to have their own specific
approach that delivers on their fiduciary duty to act in
the best long-term interests of their members.

In relation to climate change, our approach is guided
by the belief that:

= Climate change presents a systemic and material
risk to the ecological, societal and financial stability
of every economy and country on the planet, and
therefore will impact our clients, their beneficiaries
and all portfolios

= Investing to support the Paris goals that deliver
a below-2°C temperature increase, and pursuing
efforts to limit the temperature increase to 1.5°C, is
entirely consistent with securing long-term financial
returns and is aligned with the best long-term
interests of our clients

= For society to achieve a Net-Zero carbon future
by 2050 (or before) requires systemic change in
the investment industry, and equipping and
empowering our clients (and other investors)
is central to this change

Given our strengths and our position in the
market, we therefore believe that the key objective
of our Climate Change Policy is to systematically
change the investment industry so that it is fit for

purpose for a world where temperature rise needs
to be kept to well below 2°C, while and pursuing
efforts to limit the temperature increase to 1.5°C,
compared to pre-industrial levels.

Brunel Pension Partnership Investment Principles
1. Long-terminvestors
Responsible investors

Best practice governance

Ao

Decisions informed through experts and
knowledgeable officers and committees

Evidence and research at heart of investments
Leadership and innovation
Right risk for right return

Full risk evaluation

© ® N o o

Responsible stewardship
10. Cost-effective solutions
11. Transparent and accountable

12. Collaborate


https://www.brunelpensionpartnership.org/values/investment-principles/
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A five-point plan to build a financial system
which is fit for a low carbon future

We published our first Climate Change policy in January 2020 and identified
five priority areas: Policy Advocacy; Product Governance; Portfolio Management;

Persuasion; and Positive Impact.

These and the associated actions identified in our
Climate Change Policy are intended to ensure that
our investment portfolios are aligned with the goals
of the Paris Agreement on Climate Change.

Since then, we have taken action to meet the
commitments in that policy on the five priority

areas. Our regular reporting provides insight in these
areas through our annual Responsible Investment

& Stewardship Outcomes Report, which considers
our performance on meeting our Responsible

Making
markets
work

Convincing
others to
change

Systemic
changeinthe
investment
industry

Investment goals, including on climate change.
Further detail is provided in our Climate Change
Progress Report and our Climate-related Product
Report showcases key climate-related metrics
by portfolio.

During the 2022 Stocktake, we assessed the
effectiveness of the Policy and the five-point plan.
Clients were clear in their support for Brunel’s main
policy objective and the 5-point plan approach.

Designing
climate
resilient

solutions

Investing
where it
matters

AL . X
Ositjye |mpe®

Delivering &
evidencing
progress



https://www.brunelpensionpartnership.org/responsible-investment/responsible-investment-and-stewardship-outcomes-report/
https://www.brunelpensionpartnership.org/responsible-investment/responsible-investment-and-stewardship-outcomes-report/
https://www.brunelpensionpartnership.org/wp-content/uploads/2024/06/Brunel-Climate-related-Product-Report-2024.pdf
https://www.brunelpensionpartnership.org/wp-content/uploads/2024/06/Brunel-Climate-related-Product-Report-2024.pdf
https://www.brunelpensionpartnership.org/wp-content/uploads/2024/06/Brunel-Climate-related-Product-Report-2024.pdf
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Our Targets

Overall Strategy Target

We commit to be Net-Zero on financed emissions by 2050, with the goal of limiting global temperature rise
to 1.5°C, and Net-Zero on our own operations (scope 1and 2) by 2030.

This commitment is made through the Paris Aligned Asset Owners, part of the Paris Aligned Investment

Initiative (PAII).

As at June 2024, 85% of Brunel’s total AUM (which is 92% of in scope assets) will be covered by an alignment
target by June 2024 with the ambition of being a 100% by June 2025.

Product Governance Target - Portfolio alignment

Brunel’s ambition is that by 2040 all assets are
i) achieving Net-Zero or ii) meeting a criterion
considered to be aligned or iii) aligning*.

100% AUM in material (high impact) sectors** in
developed listed equities and sterling corporate
bonds are i) achieving Net-Zero or ii) meeting a
criterion considered to be aligned or iii) aligning*
by 2030, extending to all markets by 2040.

More than 50% AUM in Real Estate and Infrastructure
assets are i) achieving Net-Zero or ii) meeting a criterion
considered to be aligned by 2030 and 100% by 2040.

100% AUM in Secured Income and the Cornwall
Local Impact Portfolio are i) achieving Net-Zero or

il) meeting a criterion considered to be aligned by 2030.

Persuasion

100% of the portfolios corporates and quasi-
sovereign exposure be considered as ‘achieving Net-
Zero’ or ‘aligned to Net-Zero’ by 2040, achieving 50%
progress by 2030.

100% of directly held Sovereign debt (UK Gilts)
is covered by engagement to achieve Net-Zero by
2050.

* Note that, for a directly owned listed market product to be on
track for meeting its target, at least 80% of assets must fall into
the first and second categories

** Currently in scope are listed companies on the Climate Action

100+ focus list; companies in high impact sectors consistent
with Transition Pathway Initiative sectors including banks.

Persuasion Target - Portfolio stewardship

Ensure that 70% of financed emissions in material
sectors are either aligned, aligning or subject to
direct or collective engagement and stewardship
actions for all listed equity and corporate bonds by
June 2024, increasing to 90% by June 2027.

Continue to engage with 100% of investment
managers and general partners* on measuring
emissions, disclosure levels and setting targets for
decarbonisation and alignment.

Engage with 100% of carbon-based energy and
transport infrastructure assets as part of collective

or direct engagement, or management interventions.
Brunel Infrastructure portfolios have limited exposure to
such assets and, where they do, it is often part of a wider
programme of energy transition and/or efficiency.

* Real estate scope is limited to the model portfolios and

engagements in private markets will be a combination of direct
and via our strategic partners.
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Public Policy Target - Sovereign Debt

100% of UK sovereign issuance to be subject to
direct or collective engagement.

Brunel’s sovereign debt exposure is almost all
UK-based* and designed for the primary purpose
of liability matching and therefore falls outside

of the scope of the NZIF requirements. However,

Positive Impact

Positive Impact - Climate solutions

We commit to providing investment opportunities
across asset classes to contribute to Brunel’s own
alignment, which in-turn allows clients to meet their
climate solutions targets.

= Global Sustainable equity portfolio (reporting
green revenues)

= Green, Climate and SDG bonds (report % AUM
and £m)

= Infrastructure
Brunel’s Infrastructure portfolios have strong ESG
credentials, limiting exposure to high climate
impact areas and have strategy targets including;

= Cycle 1: 335% in renewable energy

Portfolios

Portfolios - Decarbonisation

Reduce emission carbon intensity (scope 1&2)

for all Brunel’s listed equity and corporate bond
portfolios by 50% by 2030, using a trajectory of at
least 7% per annum reduction, from baseline of
investable universe as at 31/12/2019 (or appropriate
subsequent date).

Brunel’s policy work continues to focus on the UK
government’s Net-Zero commitments and we actively
participate in supporting implementation.

* our multi-asset portfolio can hold EM sovereign debt. Our

collaborative work on EM strategically seeks to address
engagement on those assets.

= Cycle 2: 50% in renewable and climate solutions

= Cycle 3:70% minimum target for Sustainable
Infrastructure, of which at least 40% (i.e. most
of the Sl allocation) will be in climate solutions

Brunel will provide annual updates as to the
sustainable exposure, including climate solutions,
of itsinfrastructure portfolios from 2023 onwards.

= Real Estate and Secured Income (impact and
renewables exposure - reporting metrics to be
developed)

We feature numerous case studies of investments

that specifically target climate solutions through
decarbonisation and energy efficiency as well as climate
adaptation and resilience, in our annual reporting.

To achieve economy wide decarbonisation
companies need to identify, manage and disclose
material Scope 3 GHG's emissions.

Brunel commits to engage with directly held

high impact sectors and banks to achieve 100%
disclosure of their own material Scope 3 emissions
by 2030, and with all of our largest directly held IT
companies to disclose their own material upstream
and downstream Scope 3 emissions by 2030.
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Policy

We want policy makers to establish comprehensive and robust climate change policy

frameworks. These need to deliver significant reductions in greenhouse gas emissions,
accelerate progress towards the low carbon economy, and enable effective adaptation
to the unavoidable impacts of climate change.

State of play

Public policy - regulation, economic incentives,
disclosure expectations - establishes the rules of
engagement for companies and for investors. Whilst we
have seen a significant step-up in policy commitments,
with over 140 of the 196 parties to the Paris Agreement
announcing or considering Net-Zero targets, covering
close to 90% of global emissions,’” they are yet to be
translated into tangible policy actions underpinned

by clear plans. Thereis a clear dependency on public
policy for Brunel and its clients to deliver on our
climate commitments.

Brunel reported on Reviewing the effectiveness of
Brunel policy advocacy in 2022 and we regularly update
our website with letters, consultation details, and other
evidence of action.

Brunel engages directly with policy makers and through
collaborative forums such as the Institutional Investors
Group on Climate Change (IIGCC) and the Principles
for Responsible Investment (PRI). Brunel contributes
directly to the formation of global standards and UK
policy through its appointment to advisory groups,
most notably;

= International Standards Sustainability Board (ISSB) -
Investor Advisory Group

= Green Technical Advisory Group - UK Green
Taxonomy for UK Treasury

= Transition Plan Taskforce Delivery Group - UK
Treasury

Our analysis of the policy landscape is that, despite
progress, much more is needed before we can consider
there to be a comprehensive climate change policy
framework in place. In the short to medium term, we
believe that there are five priority areas for action that
can be summarised as plans, incentives, pricing, people,
and disclosure

7  Climate Action Tracker (as at, November 2022)
8 IMF, 2022

Actions: We will

= Demand Net-Zero commitments are translated into
clear plans of action that are implemented. Direct
engagement will primarily focus on the UK, with the
EU, US and rest of world through collaborative forums
such as the IIGCC and support for Global Investor
Statement to Governments on the Climate Crisis

= Promote development of policy instruments,
taxonomies, product and sector standards that limit
high carbon technologies and support investment in
low carbon, nature-based and adaptation solutions

= Challenge regulatory barriers to climate action
and advocate for meaningful carbon pricing and
cessation of perverse financial structures e.g. fossil
fuel subsides. Carbon pricing is an essential element
to stimulate mitigation strategies. 46 countries,
or 30% of emissions,® are currently covered by
emissions trading, carbon tax mechanisms but
more is needed, not least coordination across
countries. Linked to this objective is support for
the development of robust and effective voluntary
carbon markets

= Seekto ensure that climate change policy is
socially sustainable and takes due account of
workers’ rights and community interests (the ‘Just
Transition’) when taking action to reduce greenhouse
gas emissions and adapt to a changing climate

= Advocate for expanding mandatory reporting on
climate change, including specific calls for more
rapid phase-in of Scope 3 emissions disclosure
requirements and harmonisation of calculation and
estimations methodologies.

= Ensure the quality, comparability and usefulness of
such data, through requiring the development of
skills, knowledge and professional standards of
those intermediaries who are critical influencers
in the actions of investors and companies.
These include, but are not limited to, investment
consultants, actuaries, lawyers and auditors.


https://www.brunelpensionpartnership.org/stewardship/policy-advocacy/
https://www.brunelpensionpartnership.org/stewardship/policy-advocacy/
https://www.iigcc.org/resource/net-zero-investment-framework-implementation-guide/
https://www.iigcc.org/resource/net-zero-investment-framework-implementation-guide/
https://www.unpri.org/
https://www.unpri.org/
https://www.ifrs.org/groups/international-sustainability-standards-board/
https://transitiontaskforce.net/
https://theinvestoragenda.org/focus-areas/policy-advocacy/
https://theinvestoragenda.org/focus-areas/policy-advocacy/
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We will also actively participate in and, where
appropriate, provide leadership for investor
collaboration initiatives, in particular the Transition
Pathway Initiative (TPI), Institutional Investors Group
on Climate Change (IIGCC), and the Principles for
Responsible Investment (PRI). In the UK, we support
the work of the Green Finance Institute (GFI) and

the Sustainable Investment and Finance

Association (UKSIF).

One size does not fit all

We have seen a significant step-up in policy
commitments, with over 140 of the 196 parties to
the Paris Agreement announcing or considering
Net-Zero targets, covering close to 90% of global
emissions.® However, implementation in different
parts of the world is moving at very different
speeds. Different parts of the world also have
different starting points, reflecting different stages
of industrialisation. For example, the UK’s directly
emitted carbon peaked in 1973'° and whilst the US
is still the second largest emitter in absolute terms,
its emissions peaked in the early 2000s. Reductions
in many developed economies, like the UK, can be

linked to structural shifts from manufacturing to
services, but societally we still depend on those
goods, now imported from developing economies.
As a result the emissions from many developing and
emerging economies have yet to peak.

...m“""ll

9 Climate Action Tracker (as at, November 2022)
10 Carbon Brief, 2019

Public Policy Target - Sovereign Debt

100% of UK sovereign issuance to be subject to
direct or collective engagement.

Brunel’s sovereign debt exposure is almost all
UK-based* and designed for the primary purpose
of liability matching and therefore falls outside

of the scope of the NZIF requirements. However,
Brunel’s policy work continues to focus on the

UK government’s Net-Zero commitments and we
actively participate in supporting implementation.
* our multi-asset portfolio can hold EM sovereign debt. Our

collaborative work on EM strategically seeks to address
engagement on those assets.

~

Yet investing in these economies is vital from both an
economic and climate perspective - “Emerging and
developing economies currently account for two-
thirds of the world’s population, but only one-fifth of
global investment in clean energy, and one-tenth of
global financial wealth”"

As a global investor, this means we cannot adopt

a one-size-fits-all strategy and must ensure our
strategy delivers a real world - real economy —
transition, if we are to reduce risk. We recognise that
the path to net-zero will be bumpy and that even at
1.5°C there are physical impacts to be managed. As a
starting point, we have differentiated developed from
emerging economy targets, and will work with other
asset owners to increase the availability of sector
and region-specific data against which to assess
progress and mitigation and adaptation risk.

1 IEA, 2021, Financing clean energy transitions in emerging and developing economies



https://www.transitionpathwayinitiative.org/
https://www.transitionpathwayinitiative.org/
https://www.iigcc.org/resource/net-zero-investment-framework-implementation-guide/
https://www.iigcc.org/resource/net-zero-investment-framework-implementation-guide/
https://www.unpri.org/
https://www.unpri.org/
https://www.greenfinanceinstitute.co.uk/
https://uksif.org/
https://uksif.org/
https://www.gov.uk/government/publications/fact-sheet-net-zero-aligned-financial-centre/fact-sheet-net-zero-aligned-financial-centre
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Products

Products

We want there to be a range of climate resilient products available to our clients and

the wider investment market that deliver substantial climate change benefits and are
Paris aligned. These investment solutions must help clients also meet their future
investment goals.

State of play

One of the key challenges we face is that there is a
limited supply of investment products that meet

our climate change objectives (e.g. Paris Aligned,
Net-Zero, impactful, socially responsible) and our
investment requirements (e.qg. appropriate risk-return
characteristics). There is a clear need to encourage
innovation in product development and build the supply
of climate-oriented products.

Since 2020, Brunel has successfully developed and
launched four listed low-carbon products: three passive
portfolios that track Paris-aligned benchmarks (all

for listed equities), and a multi-asset credit portfolio.
Focusing on solutions, Brunel has also invested
significant proportions of its infrastructure portfolios
in renewables and climate solutions (including nature-
based solutions). We are also supporting clients in
meeting their local investment targets, which include
both social and environmental priorities through place-
based investing.

Climate change mitigation is integrated into all manager
selection exercises and fully embedded into product
governance and manager monitoring.

Our own fiduciary obligations mean there is a clear
dependency on our ability to develop, launch and
maintain Paris-aligned products on a supporting
policy and regulatory environment. All 5 points in our
plan are interrelated and we will be transparent when
we feel our actions and or ability to deliver a target
have been constrained by policy, regulation, or market
environment and the steps we are taking to overcome
barriers to progress.

We acknowledge that the physical risks of climate
change and focus on adaptation and resilience

have not had the attention required by companies

or investors and form an essential part of fiduciary
duty. Brunel seeks to prioritise climate resilience and
will support the IIGCC on the continued development
and implementation of its Climate Resilience
Investment Framework, using it to shape our risk
assessment and engagement.

Actions: We will

= Establish clients’ climate change objectives and
outcomes, and their climate change-related risk
tolerances. We will also offer a range of products
that meet these objectives and expectations

= Ensure all listed portfolios consider and disclose
progress against both mitigation and adaptation
metrics (focusing on those required for TCFD,
see reporting section)- and we will explain how
we manage the investment- related risks and
opportunities associated with these issues

= Prioritise the evidencing of alignment of our
private market portfolios through enhanced
reporting and disclosure.

= Analyse the risk data relating to our active holdings
and conduct a specific Adaption and Climate
Resilience Engagement project linked to our most
vulnerable holdings

= Disclose the level of Paris Alignment of all products
over time and, in consultation with clients, evolve
those where the specification inhibits transition

= Explore the role of investment benchmarks in
driving investment decisions and in constraining
our ability to invest in areas that make a meaningful
contribution to climate change mitigation and
adaptation
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Product Governance Target - Portfolio
alignment

Brunel’s ambition is that by 2040 all assets are
i) achieving Net-Zero or ii) meeting a criterion
considered to be aligned oriii) aligning*.

100% AUM in material (high impact) sectors**in
developed listed equities and sterling corporate
bonds are i) achieving Net-Zero or ii) meeting a
criterion considered to be aligned or iii) aligning*
by 2030, extending to all markets by 2040.

More than 50% AUM in Real Estate and
Infrastructure assets are i) achieving Net-Zero or
i) meeting a criterion considered to be aligned by
2030 and 100% by 2040.

100% AUM in Secured Income and the Cornwall
Local Impact Portfolio are i) achieving Net-Zero
or ii) meeting a criterion considered to be aligned
by 2030.

100% of the portfolios corporates and quasi-
sovereign exposure be considered as ‘achieving
Net-Zero’ or ‘aligned to Net-Zero’ by 2040,
achieving 50% progress by 2030.

100% of directly held Sovereign debt (UK Gilts)
is covered by engagement to achieve Net-Zero
by 2050.

* Note that, for a directly owned listed market product to be
on track for meeting its target, at least 80% of assets must
fallinto the first and second categories

** Currently in scope are listed companies on the Climate

Action 100+ focus list; companies in high impact sectors
consistent with Transition Pathway Initiative sectors
including banks.

J

Alignment versus decarbonisation

The UNEP Gap Report (2019) states that global GHG
emissions need to fall by 7.6% annually between
2020 and 2030 to remain in line with a 1.5°C scenario.
The estimate as to the 2030 emissions is consistent
with a least-cost pathway towards limiting global
warming to specific temperatures ceilings. These are

calculated from the scenarios that were compiled
as part of the mitigation pathway assessment of the
Intergovernmental Panel on Climate Change Special
Report on Global Warming of 1.5°C (IPCC SR1.5)

This broad decarbonisation trajectory relates to the
whole economy. However, across that spectrum,
individual countries, sectors, companies, and other

Assessing alignment for action

Corporates globally are making commitments, setting
targets and laying out plans to transition their business
to align with the objectives of the Paris Agreement.
Our ability to assess the adequacy of the corporate’s
response is currently limited to using the TPl and
CA100+ benchmark but also data from SBTI™? and other
sources. Noting that these tools are still evolving to
provide more nuanced data for investment decision
making. Whilst acknowledging the limits of assessment
methodologies we have; we will use these to engage
with managers to challenge the investment case of
controversial holdings. We will incrementally increase
our expectations on companies, agreeing this with our
clients annually. We strongly believe in engaging with
perseverance, but selective divestment does and will
continue to be part of the tool kit.

Brunel, in consultation with its clients will consider the
limited use of activity-based exclusions on the active
listed markets mandates.

Our approach to selectve divestment and the use of
exclusions is set out on our website.

We expect managers to support our work to raise the
standards of climate risk management, disclosure, and
alignment. The ability to support our Climate Policy is
a core component of manager monitoring and we will
change mandates and managers who are not aligned
with our clients’ needs.

assets will each have their own decarbonisation
pathway that enables alignment. Alignment pathways
or targets set by countries, sectors and companies
that are in line with climate science and meet the goals
of the Paris Agreement are deemed to be science-
based. (The Paris Agreement limits global warming to
well-below 2°C while actively pursuing 1.5°C. above
pre-industrial levels.)

Brunel’s portfolios will always be a subset of the
economy and our primary focus will be on the level of
alignment, as this will be a more accurate reflection of
the climate risk of the portfolio than

its emission intensity — see target hierarchy.



https://www.brunelpensionpartnership.org/investing-responsibly/engagement-vs-divestment/
https://www.brunelpensionpartnership.org/investing-responsibly/engagement-vs-divestment/
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Who this applies to

Our Climate Change Policy 2023-2030 applies to all of
our holdings. Our ‘climate alignment’ criteria detailed
below (‘our expectations’), applies to all of our listed
holdings, but when we expect them to become ‘climate
aligned’is based on the impact they have on the climate.

Holdings are grouped, based on this impact assessment,
into:

= Listed holdings - ¢ 3,200 companies held by Brunel

= Highimpact sectors - those companies that are part
of a specified list of high impact sectors

Target date to be aligned

c3,200

sectors

CATO00O+

2030

All listed holdings

High impact

companies

= Climate Action 100+ companies — 170 organisations,
identified by Climate Action 100+ (CA100+),
an investor-led initiative, as the world’s largest
corporate greenhouse gas emitters

This grouping of our listed holdings is also used to
prioritise our engagement activity, and underpins the
steps taken to engage with the holdings.

Steps being taken

\

Monitoring,
stewardship

Expectation that
Asset Managers
to request and
promote

Enhanced risk management,
challenge, stewardship &
collective engagement

= Expectation that Asset
Managers have capability
to monitor & challenge
companies

Collaborative engagement through
Climate Action 100+

= Controversial Companies process

= Enhanced risk management, challenge,
stewardship & collective engagement

= Expectation that Asset Managers have
capability to monitor & challenge companies

_/

12 Science Based Target Initiative
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Our expectations

Here we only detail our expectations in relation to Any directly owned listed market companies, who are
climate alignment, which are a subset of the more unable to comply with criteria, either through the Net-
holistic climate risk assessment and stewardship Zero benchmark or in the provision of credible evidence,
expectations of holdings. For example, we also expect will be subject to challenge via the asset manager and
plans to be held to demonstrate management of selective divestment within 12 months

physical climate risk and resilience. of the reassessment date.

Our expectations use the CAT00+ ‘Alignment Maturity’ If the company is not held by Brunel, our Asset Managers
indicators, and form our minimum requirements of will be instructed not to invest in that company in the
organisations, we of course, encourage companies future, unless the company improves.

in all groups to exceed these standards.

Summary of Alignment Maturity Expectations for 2024/2025

Climate Action 100+ Disclosure Indicator Essential for all markets Strongly Recommended
1 Net-Zero GHG Emissions by 2050 (or Meets all criteria (partial is
sooner) ambition acceptable for emerging markets)
5 Long-term (2036-2050) GHG reduction Yes - meets all criteria OR
target(s) Partial - meets some criteria
3 Medium-term (2026 to 2035) GHG Yes - meets all criteria OR
reduction target(s) Partial - meets some criteria
4 Short-term (up to 2025) GHG reduction Yes - meets all criteria OR
target(s) Partial - meets some criteria
Yes - ts all criteria OR
5 Decarbonisation strategy es. meets allcritena 0 .
Partial - meets some criteria
Yes - meets all criteria OR
6 Capital allocation alignment es. eets alicritena O .
Partial - meets some criteria
7 Climate policy enaagement Yes - meets all criteria OR
P y engag Partial - meets some criteria
Yes - meets all criteri R
8 Climate Governance . alicritera O .
Partial - meets some criteria
9 Just transition: The company considers
the impacts from transitioning to a lower- Yes - meets all criteria OR
carbon business model on its workers and Partial - meets some criteria
communities
Yes - meets all criteria OR
10 Disclosure (TCFD or equivalent) aierteria

Partial - meets some criteria

Historical GHG Emissions Reductions Yes - meets all criteria OR

n
(Beta) Partial - meets some criteria




Brunel Pension Partnership Limited Climate Change Policy 2023 - 2030

Reviewing the criteria - an annual process

We are committed to review our criteria, the timelines and the efforts of Asset Managers (AMs) and companies to
meet these expectations annually. This is to ensure we keep pace with the rapid market, scientific, technological
and policy developments and context. The expectation was set that the minimum requirements would get more
stringent over time. Reviews would use this process shown below.

October November December Ongoing June Quarterly
CA100+ CA100+ Expectations reflected in annual Enhanced TCFD Report details | Risk
benchmark indicators updates to Stewardship Policy, engagement |forwardlooking reporting
to evaluate used to set Voting Guidelines and Climate on companies | expectations, (in-year)
corporate minimum Change Policy* at risk from communicates

responsiveness |expectations failing success and

to managing risk [annually summarises exits**
transparently post transaction

Update analysis with end of year
holdings. This will detail non-
compliant and at-risk companies
within the CA100+ universe

Communicate expectations and
controversial companies list to
AMs and embed in risk reporting

Selective divestment process
initiated (directly owned only)

Briefing paper setting out climate
maturity minimum expectations
and next steps

Confidential Pension Committee
Briefing paper on requirements
and at-risk companies

* Climate policy update in 2024/ 2026

** Exits may not be solely driven by climate concerns
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Portfolios

Portfolios

We want our investment portfolios to be resilient under a range of climate change

scenarios (both mitigation and adaptation). We want to adopt best practices on climate
risk management and to work with our managers to further improve and develop our
processes.

State of play

We recognise that climate change is a dynamic issue
from an investment perspective. Our understanding

of the science, of the policy goals and of the financial
implications is constantly changing. We need to ensure
that we and our investment managers are aware of

and are acting on these changes. This requires us to
assertively, consistently and rigorously challenge our
investment managers on all aspects of their investment
processes and expect them to explain and justify the
investment decisions that they are making. Climate

risk mitigation is firmly embedded in Brunel’s manager
appointment, monitoring and risk processes, supported
by quarterly reporting of key metrics.

Brunel has been instrumental in the development of

the Net-Zero Investment Framework, which itself will
continue to evolve updating existing best practice and
new methodologies for asset classes or specific areas of
investment.

= Rigorously, assertively and continuously challenge
our investment managers on their analysis and
assessment of change-related risks in their
investment practices and processes

= Encourage managers to commit to achieving Paris
Alignment across their products and operations and
work collaboratively to develop methodologies and
metrics to demonstrate progress

= Require managers to escalate engagement and
justify holdings in controversial holdings, including
those failing to disclose how they are meeting
alignment expectations over time (see below).

Expect managers to avoid or explain investments in
companies that are in breach UN Global Compact or
OECD guidelines

Expect them to continually improve practices and
processes, use climate risk stress-testing and risk
management of our mandates, on both mitigation
and adaptation. We will develop metrics to disclose
on progress and outcomes from this work from 2024

Continue to contribute to the development of

the Net-Zero Investment Framework. We will use
these methodologies as a basis for setting portfolio
targets and reporting progress

-

-

~

Portfolios - Decarbonisation

Brunel Target: Reduce emission carbon intensity
(scope 1&2) for all Brunel’s listed equity and
corporate bond portfolios by 50% by 2030, using
a trajectory of at least 7% per annum reduction’,
from baseline of investable universe as at
31/12/2019 (or appropriate subsequent date).

To achieve economy wide decarbonisation
companies need to identify, manage and disclose
material Scope 3 GHG’s emissions.

Brunel commits to engage with directly held

high impact sectors and banks to achieve 100%
disclosure of their own material Scope 3 emissions
by 2030, and with all of our largest directly held

IT companies to disclose their own material
upstream and downstream Scope 3 emissions

by 2030.

J



https://www.iigcc.org/resource/net-zero-investment-framework-implementation-guide/
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We use the Transition Pathway Initiative analysis
on carbon performance to evaluate current state of

corporate alignment. The TPl Management Quality score

(a proxy for climate governance) can assist in evaluating
the probability the company will take the necessary
steps toward to transition and ultimately achieve
alignment.

The TPI Tool

The Transition Pathway Initiative (TPI) is a global,
asset-owner led initiative which assesses
companies’ preparedness for the transition to a low
carbon economy. The TPI tool uses publicly available
company information to assess:

Management quality

The quality of companies’ management of their
greenhouse gas emissions and of risks and
opportunities related to the low-carbon transition

Carbon performance

How companies’ carbon performance now and
in the future might compare to the international
targets and national pledges made as part of
the Paris Agreement.

Companies’ management quality is assessed
annually up to 23 indicators.

The Climate Action 100+ Net Zero Company
Benchmark was launched in March 2021 to assess

the performance of focus companies against the
initiative’s three high-level goals: emissions reduction,
governance, and disclosure.

The Benchmark presents a key measure of the corporate
progress of around 170 companies considered the most
material globally on climate transition and the move to
achieve Net-Zero emissions by 2050 or sooner. We use
the CA100+ benchmark indicators to complement the
TPI carbon performance data to define controversial
holdings with respect to climate transition.

Initially, controversial companies will be defined

as those failing all indicators, but the number of
indicators needing to be satisfied will increase over
time in line with the NZIF guidance (see assessing
alignment) see page 14.

\\:.‘\‘-o' Transition
Q'x Pathway

. Initiative

Companies are placed on one of six levels:

Level O - Unaware of, or not acknowledging climate
change as a business issue

Levell - Acknowledging climate change
as a businessissue

Level 2 - Building capacity

Level 3 - Integrated into operational decision-
making

Level 4 - Strategic assessment
Level 5 - Transition planning and implementation

For more information see
www.transitionpathwayinitiative.org

Climate
Action 100+

Global Investors Driving Business Transition

13 Thisis the current number of CA100+ focus companies, taking into account the paused active engagement 5 Russian companies, and mergers and acquisitions

(October 2022)


http://www.transitionpathwayinitiative.org
https://www.climateaction100.org/approach/the-three-asks/
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Positive Impact

Positive Impact

We want to enable investments in activities that directly support the low carbon

transition and that enable effective adaptation to the unavoidable impacts of
climate change.

State of play

We recognise that we can directly support the low
carbon transition and adaptation, through investing

in opportunities in areas such as renewable energy,
enerqy efficiency, adaptation and resilience. We also
recognise that, through sharing our experiences and our
successes, we can encourage others to increase their
investments in these areas.

Brunel clients each set their strategic asset allocation
and so, whilst Brunel cannot set overall climate
solution targets, it does commit to providing
investment opportunities across asset classes to
contribute to Brunel’s own alignment, and it allows
clients to set and fulfil climate solutions targets.

We have made considerable investments to date

and have evidenced this through the provision of an
extensive set of case studies in our public reporting.
These investments have gone beyond support for the
low carbon transition, and also contributed to a wider
commitment to invest for positive impact in support
of the United Nations Sustainable Development
Goals (SDGs).

Actions: We will

= Continue to make significant investment in diverse
opportunities that directly contribute to energy and
climate transition (see Targets)

= Enhance our disclosure of positive impact, initially
focused on establishing levels of green revenues and
private markets sustainable investment exposure but
aspire to progress reporting of real-world impacts

» Undertake our own operational carbon footprint
and report on actions and progress as part of our
Climate Action Plan

Positive investment opportunities through
Brunel portfolios

Global Sustainable equity portfolio

The Sustainable Equities portfolio (c.£3bn) uses a
broader strategy consideration of environmental

and social sustainability to identify companies and
investment themes able to succeed long-term through
contributing to society. It builds on but goes beyond
most “Responsible Investment” approaches and
includes strategies focusing on the climate and

energy transitions.

Green, climate and SDG bonds

Brunel advocates for improvements in rules and
processes around ‘labelled bonds’ to provide greater
assurance as to their efficacy and value for money. In
this context, the Brunel Sterling Corporate Bonds
portfolio invests in labelled bonds but has no defined
target. The policy focus for the portfolio is on the
overall environmental, social and governance risk
management, alignment, and stewardship (see targets
above). Details of labelled bonds are shared with clients
every quarter and periodically in Brunel’s

external reports (annually at minimum).

Infrastructure

Brunel’s Infrastructure portfolios have strong ESG
credentials, limiting exposure to high climate impact
areas, and have strategy targets for renewable

and other climate solutions, including nature-based
solutions (see targets below). Brunel will provide annual
updates as to the sustainable exposure, including
climate solutions, of its infrastructure portfolios from
2023 onwards.
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Real Estate and Secured Income a I
100% of both Brunel’s International and UK Real Estate Positive Impact - Climate solutions

model portfolios™ are badged with Green Stars by the We commit to providing investment opportunities
Global Real Estate Sustainability Benchmark (GRESB). across asset classes to contribute to Brunel’s own
Furthermore, 100% of the UK model portfolio managers alignment, which in-turn allows clients to meet

have set fund level Net-Zero targets. their climate solutions targets.

Cycle 1and Cycle 2 Secured Income portfolios have = Global Sustainable equity portfolio

strong ESG and climate credentials. The two long-lease (reporting green revenues)

property funds are designated Green Star (GRESB)
funds and the third fund component is Greencoat
Renewable Income which, as the name implies, seeks to

= Green, Climate and SDG bonds
(report % AUM and £m)

generate contracted income from a diversified portfolio » Infrastructure

of assets with a focus on solar photovoltaic, offshore Brunel’s Infrastructure portfolios have strong

wind, bioenergy from waste and, as opportunities arise, ESG credentials, limiting exposure to high

assets in other renewable infrastructure areas. climate impact areas and have strateqgy targets
including;

In our annual reporting, we feature numerous case
studies of investments that specifically target climate . Cycle 1: 335% in renewable energy
solutions through decarbonisation and energy
efficiency as well as climate adaptation and resilience.
We plan to expand our reporting through developing
metrics to assist with assessing the portfolios. = Cycle 3: 70% minimum target for
Sustainable Infrastructure, of which at
least 40% (i.e. most of the Sl allocation)
will be in climate solutions

. Cycle 2: 50% in renewable and climate
solutions

Whilst our direct operational impacts are not as
material, we believe in leading by example and take
steps to reduce our own climate impacts. We will do this

through our procurement of goods and services, travel Brunel will provide annual updates as to the
choices and use of technology. Where impacts cannot sustainable exposure, including climate

be mitigated, we will consider the use of offsets. We will solutions, of its infrastructure portfolios from
report on our principal impacts and the steps we have 2023 onwards.

taken to reduce them as part of our wider corporate
disclosures and commitment to be operationally Net-
Zero by 2030.

= Real Estate and Secured Income
(impact and renewables exposure — reporting
metrics to be developed)

We feature numerous case studies of investments
that specifically target climate solutions through
decarbonisation and energy efficiency as well as
climate adaptation and resilience, in our annual
reporting.

14 International model portfolio represents around 50% of AUM and the UK Model Portfolio over 80% of AUM and Green star assessment excludes new investments
in pre-reporting stage.
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Persuasion

Persuasion

We want the companies and other entities we invest in and contract with to support

the transition to the low carbon economy, and to ensure that they are resilient to the
unavoidable impacts of climate change.

State of play

Joining the 140 countries’ Net-Zero commitments

are initiatives covering 8,307 companies, 595 financial
institutions, 1,136 cities, 52 states and regions, 1,125
educational institutions and 65 healthcare institutions
through the Race to Zero campaign'®, Brunelis one

of those financial institutions.

We have three main strategies that it uses to persuade
companies and other entities to act on climate change,
namely: (1) engagement via its investment managers. (2)
collaborative engagement, in particular through Climate
Action 100+ (CA100+), and (3) direct engagement,
including voting our shareholdings.

In addition, we will continue to support Client
engagement with companies e.g. through facilitating
their attendance at AGMs, through facilitating their
participation in collective engagement with us and
with other institutional investors.

In relation to company engagement, Brunel has
supported the development of guidance for private
sector climate transition plans and sector expectations,
for example ‘Investor Expectations for the banking
sector’, with the expectation that companies will
publish their climate transition action plan, and
annually disclose emissions and progress against

their commitments and targets.

A focus on physical risk, based on analysis of our

own holdings, will add to our continued commitment

to use the CA100+ benchmark and the guidance relating
to transition planning as the basis for our listed markets
engagement. These expectations will be reflected

in our escalation (see diagram below) and actions in

line with the specifics set out in our Voting Policy and
Voting Guidelines.

15 Race to Zero - as at of September 2022

Actions
For listed equity and debt, we will:

= Expect focus companies to progress reporting
against the requirements of the CA100+ Benchmark,
linked to our portfolio assessment above

= Ensure engagement across all high-impact
sectors as a priority, but also promote disclosure
from all companies in relation to transition planning.
We specifically expect material and high impact
sectors to report against the sector-neutral and
(where available) sector-specific climate transition
action plans

= Focus direct engagement with banks and
participate in the IGCC Banking Engagement

= Shape the mining and minerals sector through
the establishment and operation of a Global
Commission on Mining (Mining 2030)

= Undertake a biodiversity footprint exercise and,
from that, engage with those companies in our
selected portfolios who are either a) causing most
impact, or b) most at risk from deteriorating
eco-system services

= Target water companies in collaboration with
our UK sterling bond manager (including relevant
equity exposure) looking at biodiversity, social
issues, lobbying and climate resilience, including
storm water releases, wastewater discharge and
shortages.


https://transitiontaskforce.net/
https://www.iigcc.org/download/investor-expectations-for-the-banking-sector/?wpdmdl=4454&refresh=607dba5a961851618852442
https://www.iigcc.org/download/investor-expectations-for-the-banking-sector/?wpdmdl=4454&refresh=607dba5a961851618852442
https://www.brunelpensionpartnership.org/stewardship/stewardship-policy/
https://www.brunelpensionpartnership.org/stewardship/stewardship-policy/

Brunel Pension Partnership Limited Climate Change Policy 2023 - 2030

Brunel’s approach to stewardship escalation

Not suitable for new fundraising/ refinance
Selective divestment (listed equity)
Climate change stocktake

Reduce exposure

Targeted engagement

= Asset Manager engagement list

= Engagement service provider engagement
targets

Thematic engagement

= Raise profile of issue with policy makers and
regulators

= Collaborative engagement

= \Voting in line with Stewardship Policy

Stewardship in corporate bonds

Brunel’s engagement with companies, primarily through
its asset manager, extend to cover the issuance of
corporate bonds (see water companies above). Interms
of stewardship escalation (illustrated above) Brunel’s
approach includes capacity for the identification of
companies and assets unsuitable (due to climate related
financial risk) for new fundraising or refinance. The term
‘denial of debt’is often used to capture the essence

of this when applied to corporate bonds. We have not
explicitly used debt denial at this point as the ideaisin
its early stages of development. We are committed to
working with clients, our asset managers, and the wider
industry to develop thinking on how to operationalise
this part of the tool kit in a way that delivers real
economy net-zero transition.

4 N

Persuasion Target - Portfolio stewardship

Ensure that 70% of financed emissions in material
sectors are either aligned, aligning or subject to
direct or collective engagement and stewardship
actions for all listed equity and corporate bonds
by June 2024, increasing to 90% by June 2027.

Continue to engage with 100% of investment
managers and general partners* on measuring
emissions, disclosure levels and setting targets for
decarbonisation and alignment.

Engage with 100% of carbon-based energy

and transportinfrastructure assets as part of
collective or direct engagement, or management
interventions. Brunel Infrastructure portfolios have
limited exposure to such assets and, where they
do, itis often part of a wider programme of energy
transition and/or efficiency.

* Real estate scope is limited to the model portfolios and
engagements in private markets will be a combination of

direct and via our strategic partners.

v

Private markets

Engagement impact can be even stronger in private
markets, working with our general partners to support
private companies, real estate, infrastructure projects
and other entities in managing their impacts on climate
change and the impacts of climate change on them.

The primary focus of our engagement in private markets
is to enhance the disclosure and to evidence the
alignment and impact of outcomes. This is captured
under our product governance, portfolio monitoring
and positive impact objectives above.



Brunel Pension Partnership Limited Climate Change Policy 2023 - 2030

Reporting on progress

We will report annually on our progress
against the commitments set out in this
policy and other related action plans.

State of play

Brunel already uses the recommendations of the
Taskforce for Climate-related Financial Disclosure
(TCFD) to report on our approach to managing climate
risk. This reportis summarised in our Annual Report and
Financial Statements and complemented by additional
portfolio-by-portfolio carbon metrics reporting. Brunel
is also committed, in principle, to make disclosures
consistent with requirements of the Taskforce on
Nature-related Financial Disclosures (TNFD).

Our Responsible Investment & Stewardship Outcomes
Report provides further transparency and assurance
relating to stewardship and voting outcomes.

Brunel is a strong advocate for global mandatory
disclosure. Brunel has supported the work of the UK
government in improving climate risk disclosures,
culminating in the commitment to making TCFD
mandatory across the economy by 2025.

Brunel is embarking on a pilot with S&P Trucost to
develop biodiversity footprinting, which will further
enhance our analysis and disclosures.

Actions: We will

= Enhance current disclosures required by TCFD
for both clients and Brunel

= Enhance metrics on private markets
portfolios, biodiversity, physical risk and
other environmental issues

= Progress our work and commitment to be a TNFD
early adopter, disclosing in 2026

= Work collaboratively to establish effective
mechanisms to enhance reporting on real
world impacts

We will use our website as the primary route
for providing additional information and further
insights into our approach.

Listed markets carbon metrics - for each
portfolio

Absolute carbon emissions

Carbon emission per million pounds invested
(carbon footprint)

Carbon intensity
(weighted average carbon intensity)

Disclosure rates

Fossil fuel revenue exposure

Fossil fuel future emissions from reserves
Green revenues (weighted average exposure)

Management quality scores based on
TPl methodology

Company physical risk

Portfolio alignment

Brunel stresses the need to look at companies
and assets across multiple metrics, as no one
metric will be useful in isolation.
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Our governance of climate change

As a core aspect to us meeting our fiduciary duty to our
clients, climate risk has been identified as a principal
(level 1) strategic risk to Brunel. The risk is owned by the
Chief Executive Officer, with oversight from Brunel’s
Audit, Risk and Compliance Committee, forming part of
Brunel’s overall strategic risk framework.

The Brunel value-for-money balanced scorecard,

on which the performance of the organisation is
judged, includes climate-related risk KPIs (aligned
with the Quarterly KPIs). These flow down through the
organisation, informing and shaping business plans,
budgets and remunerations.

Our Climate Change Policy, and strategy, are signed off
and approved by both our clients and the Brunel Board.
With the Brunel Board being collectively accountable
for the policy and our clients approving it. Operational
accountability sits with our Chief Responsible
Investment Officer, with oversight from the Brunel
Investment Committee and Brunel’s Board.

Asis to be expected with a core aspect of the Brunel
culture, responsibility for aspects of climate are
diversified across the business, with all members of staff
having a high level of awareness and responsibility for
climate, and wider ESG risks, as they relate to their roles.

The Chief Investment Officer is responsible for ensuring
the integration of climate change into portfolio
construction, implementation and overall investment
decision-making. The investment team all have an
explicit responsibility for the implementation of our
Responsible Investment (RI) priorities, including but not
limited to climate risk.

This policy relates to and interacts with other

Brunel policies, including but not limited to: policies
across Stewardship, Risk Management, Product
Governance, Manager Selection and Manager
Monitoring.

Itis expected that the policy will develop over time,
given the fast-changing nature of the climate debate
and improvements in climate data. Relatively minor
changes to the policy, including clarifications and
more specific targets or updates to reflect market
developments, can be approved by the Brunel
Investment Committee. More substantive changes
will require approval by the whole Board, after client
consultation if appropriate.



Getting in touch with the team

If you have any questions or comments about
this policy, please email Vaishnavi Ravishankar, Head of
Stewardship at RL.LBrunel@brunelpp.org.

Please visit our website to read our latest reports,
news and insights and other materials to keep you
up to date.

For general fund manager enquiries, meeting
requests and other materials (updates, newsletters,
brochures and so on), please contact us on
investments.brunel@brunelpp.org

This content produced by the Brunel Pension Partnership Limited. It is for the exclusive use of the recipient and is
neither directed to, nor intended for distribution or use by, any person or entity who is a citizen or resident of or located
in any locality, state, country or jurisdiction where distribution, publication, availability or use of this document would be
contrary to law or regulation.

This content is provided for information purposes only and is Brunel’s current view, which may be subject to change.
This document does not constitute an offer or a recommendation to buy, or sell securities or financial instruments,
itis designed for the use of professional investors and their advisers. It is also not intended to be a substitute for
professional financial advice, specific advice should be taken when dealing with specific situations.

Past performance is not a guide to future performance.

Authorised and regulated by the Financial Conduct Authority No. 790168
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