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Staffordshire Pension Fund Climate Stewardship Plan 2023/24

Staffordshire Pension Fund (‘the Fund’) recognises that climate change presents a
risk which could be financially material, and which must be addressed under the
scope of the Fund’s fiduciary duty.

Given the Fund’s long-dated liabilities and the timeframe in which climate risks could
materialise, a holistic approach to risk management covering all sectors and all
relevant asset classes is warranted.

To mitigate the worst economic impacts of climate change, there must be a large,
swift, and globally co-ordinated policy response. The issue faced by diversified
investors (such as pension funds) is not limited to the oil & gas and power generation
sectors, but also to the vast number of downstream sectors, whose products and
services are derived from, or reliant on, fossil fuel extraction. Investors focussing
exclusively on primary energy suppliers could fail to identify material climate risks in
other sectors and to limit the demand.

The Fund believes it is possible for companies with current high emission levels to
change, reduce their emissions and thrive in a low carbon economy and that the
support and stewardship of investors is key to influencing this.

Following production of the Fund’s first Climate Risk Report, as presented to the
Pensions Committee on 23 March 2021, a Climate Stewardship Plan (CSP) for
2021/22 was created. Receipt of the most recent Climate Risk Report has enabled
an updated CSP to be produced for 2023/24. This reflects changes in the Fund’s
portfolio and underlying company investments and was approved by the Pensions
Committee at its meeting on 31 March 2023.

The 2023/24 CSP again focuses on the investments having the most impact or of the
most relevance to the Fund’s climate risk, which improves upon the existing
approach to climate-related engagement in terms of prioritisation. The companies
recommended for engagement have been identified based on the following factors:

o Perceived level of climate risk, considering carbon risk metrics;
e Weight of the company in the portfolio;

* Likelihood of achieving change; and

e Ability to leverage investor partnerships.

Updates on progress and engagement, in line with the priorities identified in the CSP
will be presented to the Pensions Panel each quarter, as part of a Responsible
Investment and Engagement report. An updated CSP will be presented to the
Pensions Committee annually, alongside updates to the Fund’s Climate Change
Strategy, which was introduced in 2022.
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Q1 23/24 JMP met with Shell and discussed the
company’s progress around decarbonisation
and their planned divestment in Nigeria. Shell
gave an update on the ongoing court case
related to the 2019 oil spill, which led to a
pause in the divestment process for Shell from
onshore activities in Nigeria. Spill incidents are
still overwhelmingly caused by theft and
sabotage (88% of spills). To counter this a
number of cages to protect key points where
pipes are connected have been increased. SBTI
methodology for the sector (something Shell
had previously been part of the working group
on), would provide credibility to the company’s
intensity-based approach. The SBTI has still not
finalised the methodology. JMP also spoke
about progress towards the 30% reduction in
absolute Scope 1 and 2 emissions towards 50%
by 2030. Shell explained that the majority of
this has been achieved through midstream
divestments (~70% of the 30%) but
acknowledged the lack of real-world emissions
reductions achieved through divestments and
spoke to the due diligence that went into sales
decisions, including the carbon credentials of
potential buyers.

Q2 23/24 LAPFF met with the chair of Shell.
Comments from the new leadership at the Shell
Annual General Meeting, that Shell does not
have enough visibility on some putative sources
of future revenue and growth to attach
numbers to, does accord with LAPFF’s critique
in LAPFF’s voting alerts since 2020. LAPFF
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take action accordingly.
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CLIMATE ACTION 100+ (CA100+)*

The CA100+ Net Zero benchmark is designed to assess the performance of the
world’s 166 largest corporate greenhouse gas emitters against ten key indicators.
These indicators are all measures of success for business alignment with a net zero
emissions future and with the goals of the Paris Agreement.

The ten indicators are:

1. Net Zero GHG Emissions by 2050 (or sooner) ambition
2. Long-term (2036-2050) GHG reduction target(s)

3. Medium-term (2026-2035) GHG reduction target(s)
4. Short-term (up to 2025) GHG reduction target(s)

5. Decarbonisation Strategy (Target Delivery)

6. Capital Alignment

7. Climate Policy Engagement

8. Climate Governance

9. Just Transition

10.TCFD Disclosure

The first assessments for each CA100+ company against the ten indicators were
published on 22 March 2021 and refreshed on 30 March 2022. These assessments
offer comparative assessments of individual focus company performance against the
goals of the initiative. The most recent company assessments took place during
October 2022. Climate Action 100+ has been consulting on a set of proposals to
enhance the Net Zero Company Benchmark for the initiative’s next phase, which is
set to begin in 2023.

TRANSITION PATHWAY INITIATIVE**

The Transition Pathway Initiative (TPI) framework evaluates companies based on
their climate risk management quality and their carbon performance. The former
includes an assessment of policies, strategy, risk management and targets. There
are six management quality levels a company can be assigned to:

* Level 0 — Unaware of (or not Acknowledging) Climate Change as a Business Issue
* Level 1 — Acknowledging Climate Change as a Business Issue

* Level 2 — Building Capacity

* Level 3 — Integrated into Operational Decision-making

* Level 4 — Strategic Assessment

* Level 4* — Satisfies all management quality criteria

Companies expected future emissions intensity pathways — labelled carbon
performance — is assessed against international targets and national pledges made
as part of the 2015 Paris Agreement. Alignment is tested on different timeframes,
including 2030 and 2050.



There are eight carbon performance trajectories:
* No or unsuitable disclosure

* Not aligned

* International pledges

* National pledges

* Paris pledges

» 2 Degrees

* Below 2 Degrees

* 1.5 Degree

Contact Us

In writing or in person

Treasury and Pension Fund
Staffordshire County Council
1 Staffordshire Place
Tipping Street Stafford

ST16 2DH.

Email us treasury.pensionfund@staffordshire.gov.uk

Telephone us on 01785 276300

You can also visit our website at:
www.staffspf.org.uk
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