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Introduction

This document isan annextotheSc heme és annual T CF DwhafiPteréEp® O T
year ended March 2023, which has been produced to comply with the '

Schemeds c | i mbligagonst. Mareodetailisingluded in the The Financial Stability
TCFD report, which is available here: Board created the
Taskforce on Climate-
https://www.espspensions.co.uk/#useful-documentation. related Financial
The annex has been compiled by Electricity Pensions Trustee Limited as Scheme Disclosure (1
Trustee of the Electricity Supply Pension Scheme (thei/Scheme Trusteeo) . UpVElOPsuppl emen't
the Schemeéds full TCFD report which dester i Feogmendainsgprtiey a |
risks and opportunities on the Scheme. types of information that
entities should disclose
Background .
to support investors, to
The Scheme has a two-tiered structure which involves the central Scheme Trustee and a assess and price risks
series of Group Trustees who have trusteeship responsibility for each of the 23 separate related to climate
Groups ( AGr ouhpnedThe SeHfeme Thustee Bas exclusive responsibility in change.

respect of the ownership, custody, and administrative control of the Scheme's assets.
The TCFD has

The Scheme Trustee has therefore presented the full Scheme report with significant input
developed a framework

from Groups across the four pillars of the TCFD recommendations: governance, strategy,

risk management and metrics & targets. Whilst comprehensive information is included in to help companies and
the report across all four pillars, the Scheme Trustee is providing additional Group- other organisations,
specific information in this annex report, as part of meeting its reporting requirements for including pension

the period 1 April 2022 to 31 March 2023. schemes, more

effectively disclose
climate-related risks and
The Groups have provided detailed infor mat bppdtunties th®uy® por t
across all four of the TCFD pillars. In order to make the Scheme's TCFD Report their existing reporting
accessible to readers, the Report consolidates and summarises information provided by processes.

Groups. Due to differences in approach between Groups it was not possible in all cases

to consolidate and summarise the information in a way which retained all potentially

relevant governance and risk management information provided. The purpose of this

annex is to supplement the governance and risk management sections of the full report

by publishing in full the governance and risk management information provided to the

Scheme Trustee by Groups.

Purpose of the annex

As outlined in the full report, the Scheme Trustee expects the Group Trustees to
undertake their own ongoing governance activities as relevant to their Groups. The
Scheme Trustee also expects the Group Trustees to undertake qualitative and
quantitative analysis, to give the Scheme an overview of the climate-related risks that the
Scheme is exposed to.

Scope

Not all Groups were able to provide all the information the Scheme requested to support
its reporting requirements. This annex therefore contains information from the Groups
who were able to provide it at the time of writing.

Note to readers on language used in this annex

Please note that in contrast to the main TCFD Report, the Scheme Trustee has not
amended language provided by the Groups to ensure consistency of terminology in this
annex. The content below is worded as provided by Groups to the Scheme Trustee
unamended.

1 Governance and reporting of climate change risk: guidance for trustees of occupational schemes (publishing.service.gov.uk)
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Governance

St atement of t he Trust e gelafed Risksahdor s 6 C
Opportunities (CCRO) Governance policy

As Trustee Directors, we are ultimately responsible for identifying, assessing and managing the CCRO that the
Group is exposed to.

We ensure that we have the knowledge, skills and understanding to identify climate change-related risks, monitor
our service providers (including our third-party asset managers), interpret climate change-related analysis, and take
actions where necessary. This includes attending training events, undertaking our own research, and reviewing
information provided to us by our sponsor, advisers, and asset managers. The kind of information provided to the
Trustee includes portfolio analysis, details of how managers embed climate change considerations into their
investment process, manager ratings etc.

We delegate day-to-day decision making on CCRO to our asset managers with oversight from our investment
adviser, Cardano Risk Management Limited (Cardano). The Trustee Directors work closely with Cardano and a
number of individuals are specifically responsible for assessing and helping to manage CCRO.
In May 2022, the Trustee adopted a CCRO governance policy.
The policy describes:

A How we oversee CCRO

A The expectations of our investment adviser and asset managers

A The timelines associated with TCFD.

The full policy is available on request.

|l ntroduction to the Trustee Directorsé©o

The Trustee Directors have put in place this governance framework to embed the climate change governance
requirements into its management of the Group, which will enable it to fully consider and integrate CCRO into its
decision-making.

This Policy sets out where responsibility lies and how the framework is implemented on an ongoing basis. It has
been prepared in line with:

The requirements of the Pension Schemes Act 2021

The Occupational Pension Schemes (Climate Change Governance and Reporting) Regulations 2021 (the
Regulations)

Statutory guidance for climate governance and reporting of CCRO issued by the Department for Work and
Pensions (DWP)

The guidance prepared by The Pensions Regulator (tPR)

The non-statutory guidance prepared by the Pensions Climate Risk Industry Group (PCRIG)
Recommendations set out in the TCFD.

> P>y >

Trusteedos Oversight

The Trustee Directors are ultimately responsible for the oversight of CCRO as they relate to the Group, and these
are considered as part of its investment decision-making.

As part of their responsibility, the Trustee Directors have established processes and a sub-committee to assess,
oversee, review, and effectively manage CCRO relevant to the Group. This includes ensuring that those persons

4957020326.1

C



who assist the Trustee Directors with governance activities take steps to identify, assess and manage any relevant
CCRO. Considerations of CCRO are made when appropriate, typically on a quarterly basis as part of the review of
the portfolio, including manager and general industry updates. The Trustee Directors recognise that they have a
substantial holding in government bonds which has an underdeveloped approach for consistent CCRO assessment
across the industry. More in-depth reviews are made on an annual basis in line with the updated TCFD analysis.

The Trustee Directors retain all strategic investment decisions and overall assessment of policy, including setting of
climate-related investment beliefs and objectives but, where appropriate, the Trustee Directors have delegated
certain functional responsibilities to a sub-committee.

Trusteedos Knowl edgdTKeind Under standing

While the Trustee Directors are not directly involved in the day-to-day management of the assets, they are
ultimately responsible for ensuring that CCRO are identified, assessed, and managed on behalf of the Group
members as well as being taken into account in their strategic investment decisions. The Trustee Directors are
therefore required to ensure they have sufficient knowledge and understanding of the principles relating to the
identification, assessment, and management of CCRO, including understanding how scenario analysis works,
setting metrics and targets and interpreting the results of any analysis and reporting.

By doing this the Trustee Directors ensure that they are sufficiently informed to be able to challenge assumptions,
external advice and information received and to understand any proposals developed by the Investment Adviser
and/or the asset managers. The Trustee Directors will engage their service providers to provide such training as
they consider necessary to meet these revised TKU requirements. This includes training on CCRO, how they are
present in the portfolio and how the Investment Advisers identify and monitor these risks which is done on at least
an annual basis.

The Trustee Directors govern the portfolio and rely on the Investment Adviser and asset managers to help scan,
measure and monitor the CCRO and determine their relevance to the Group. The Trustee Directors, along with
their Investment Adviser and asset managers, adopt a variety of methods to help with the analysis including the
following:

Identifying regulatory developments that are relevant to the Group, including guidance from the Pensions

Regulator and Department for Work and Pensions

Engaging with peer groups, i ndustry baoiiontopeeraord advi s
competitors.

Identifying relationships between events and news, and business and financial impacts to manage

reputational risks.

Identifying and assessing physical and transitional risks (discussed further below) over different time

horizons.

Considering the impact of physical and transitional, including operational, risk factors

In determining their policy, the Trustee Directors consider CCRO to include:

A Transitionrisks-t he financi al ri sks and opportunintéesnasdecio:
sovereign's ability to transition to a low carbon economy. For example, the financial risks of public policy
change. Here we also include environmental opportunities - the financial opportunities of climate change-
related solutions, such as the technology solutions necessary for low carbon energy provision.

A Physical risks - the financial risks and opportunities associated with a company's, supra-nationa | 6 s or
sovereign's resilience to climate change-related weather events. For example, the financial risks of rising
sea levels or increased droughts, floods or wildfires

With support from their Investment Adviser and asset managers, the Trustee Directors will consider the transition

ri sks and physical ri sks and opportunities for the Groupg
These scenarios broadly reflect: (i) a 1.5°C measured orderly transition to net zero tracking Paris Agreement

commitments; (ii) a 2°C sudden, disorderly transition reflecting a late transition to net zero; and (iii) a 3°C hot house

world reflecting high physical risks.
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Investment Adviser

As Trustee Directors, we have revi ewardsalShed tthed Qacdédne has | i mat e
the skills and resources to integrate climate change-related risks and opportunities into their investment advice.

We were pleased to note that Cardanoés skills in this ar
sustainable investor with 30 yearsod experience. It has i
professionals which in turn brings additional expertise that support the work we do. Cardano has published its

sustainable investment beliefs, sustainable investment policy, engagement policy, and its climate crisis action

plan2, which we have reviewed.

Cardano is a signatory to the UNPRI, a member of the Institutional Investors Group on Climate Change (IIGCC),

and a signatory of the UK Stewardship Code. Car danodés engagement policy sets o
monitor the shareholder engagement activity of investment and third-party managers that are included in the

portfolios that Cardano manages.

Cardano has publicly stated that they will measure their portfolio greenhouse gas emissions and set portfolio
targets consistent with achieving net-zero greenhouse gas emissions by 2050, with a target to halve emissions by
2030. The Cardano Group became a net-zero firm (firm operations) in 2021.

In addition to being a signatory to the UNPRI, Cardano is a member of the Partnership for Carbon Accounting

Financials (PCAF), the International Capital Market Association (ICMA), the Net Zero asset managers initiative, the

Net Zero Investment Consultants Initiative, Climate Action 100+, and The Diversity Project. More detail on
Cardanods approach to sust ai nlbadditior the Jaslan@Graup Hassighed updton t h €
the UN Global Compact.

Cardano has integrated sustainable investment throughout its business, with activities overseen by the
Sustainability Steering Committee. Cardano has also employed the services of MSCI and their ESG data to assist
with climate change-related reporting.

2 https://www.cardano.co.uk/sustainability-policies/
3 https://www.cardano.co.uk/our-approach-to-sustainability/
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Oversight of climate-related risks and opportunities

The Group Trusteeds Board is ultimately responsibl-e
related risks and opportunities which are relevant to the Group. However, there is a sub-committee of the Board,
the Investment Committee (IC) that has been delegated the day-to-day responsibility for ensuring that the
established policy for monitoring climate-r e | at ed ri sks and opportunities i
investment strategy, risk management and decision making. In keeping with this governance structure, this report
has been reviewed by the IC and approved by the Group Trustee Board. There are no other persons undertaking
governance activities in relation to the DB Section.

The established policy for monitoring climate-r e | at ed ri sks and opportunities
Policies document, an extract of which is shown within Part 1: Appendix A subsection TCFD. The policy includes
monitoring t he-rel@edonetpcé and the résultsadf @imate scenario analysis, as well as engaging
with the Groupds i nvestraaecmattesanager s on cl i mate

The Group Trustee also requires its appointed investment managers to be cognisant of climate-related risks and
opportunities within their investment processes as applied to the assets of the Group Trustee. The Group Trustee
aspires to continue increasing the level of engagement with its investment managers in order to ensure that
adequate steps are being taken in this respect. The Group Trustee relies on the manager research and manager
monitoring capabilities of its DB Investment Consultant, Redington, in order to effectively assess climate-related
risks and opportunities, both within individual manager mandates and across the overall investment strategy. The
Group Trustee also relies on their Investment Consultant, Redington, Actuary, Aon, and covenant adviser, Penfida,
to raise any risks and/or opportunities which arise as a result of their respective scenario and covenant analysis.

S

f

o

S

r

nt

Active engagement with the Groupds appoi nt ed -rélated eskst me n t

and opportunities, is conducted by Redington and partly by the Group Trustee (during any meetings to which
investment managers are invited). Throughout this engagement process, investment managers are asked to
provide details of how climate-related risks and opportunities have been incorporated into the investment process

within the relevant managerds investment guidelines.

Finally, active engagement with underlying companies in which the Group is invested, specifically relating to
climate-r el at ed risks and opportunities, is delegated to
active engagement are reported to Redington who raise them with the Group Trustee on an ad-hoc basis and
during quarterly Group Trustee Board meetings.

To ensure that any issues regarding the identification and assessment of climate-related risks are addressed
and/or noted in an orderly fashion, the Group Trustee reviews its advisor, Redington on an annual basis against
their agreed strategic objectives (these include ESG-related objectives, capturing climate-related risks) ensuring
the current governance activities undertaken by the relevant sub-committee and specifically Redington are
appropriate. Redi ngton are responsible for monitori
identify and assess climate-related risks and opportunities, and any issues are reported to the Group Trustee.

The IC reports back to the Group Trustee on a quarterly basis regarding all key investment matters, including any
relevant detail on any climate-related risks and/or opportunities. The Group Trustee also receives annual reporting
from Redington which contains information on the relevant metrics and targets, which have been selected for

monitoring as outlined in Metricsand Targets. The | C also reviews the Groupods

ng

he

tr

C ¢

(based on the Prudenti al Refgudmd i Ponermathorstydss hiSé otw am

Strategy section on a quarterly basis. The Group Trustee also reviews these two metrics when considering
investment strategy changes, in particular with new asset class/investment manager investments.

Over the past year, the IC has continued to challenge the information provided by their advisers. Specific examples
include the IC challenging the data quality of their investments, noting that only a small number of investment
managers were able to provide material ESG fund level detail to the Group and the other investments had to be

model |l ed on broader asset class assumptions. Redington

7957020326.1
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managers to improve this f or CraeoachallepngediRedingtonrteeppovidetamorésSe par at

detailed attribution description of the total carbon footprint movement over the period (e.g., breaking it down into
changes in overall asset allocation movements and changes at fund specific level).

Trustee knowledge and understanding of climate-related risks and opportunities

Over the period, the Group Trustee received training regarding climate change in the context of investing and
fiduciary responsibility. Further training was also provided on net zero targets, climate-related metrics as well as the
various climate-related risks and opportunities the Group is exposed to (details of the latter are provided in
Strategy). The Group Trustee deems the training it has received to be sufficient in providing the Group Trustee with
the necessary knowledge and understanding of climate-related risks and opportunities; however, further training
will be provided as appropriate. The Group Trustee also received stewardship training in Q1 2023 during which
agreeing stewardship themes and aligning with the DWP guidance and best practices were the focal topics.

Structural diagram showing which groups of people or individual roles have responsibilities for
governance of climate-related risks and opportunities.

Electricity
Pensions Trustee
Limited

EDFG Trustee
Board

Investment
Committee

Investment
Consultant

Fund managers
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Whilst the Group Trustee maintains the ultimate responsibility for ensuring effective governance of climate-related

risks and opportunities, within the DC section of the Group the Group Trustee delegates day-to-day management

and governance oversight of the funds to the DC Delegated Investment Manager, Mercer. For the purpose of this
report, the Group Trustee wild/l refer to the DC Delegatec
Savings). As day-to-day management is delegated to MWS, the Group Trustee maintains a level of oversight by

receiving regular updates on climate-related queries relevant to the scheme including both the risks to investments

and opportunities available. There are no other persons undertaking governance activities in relation to the DC

Section.

The Group Trustee is responsible for oversight of all strategic matters relating to the Group and is ultimately
responsible for oversight of the Group. This includes approval of the governance and management framework
relating to ESG considerations and climate related risks and opportunities.

The Group Trustee expects its advisers and investment managers to bring important climate-related issues and
developments to its attention in a timely manner. The Group Trustee also expects its advisers and investment

managers to have the appropriate knowledge on climate-related matters and assesses the DC Investment
Consultant (Mercer) annually as part of the monitoring c

The Group Trustee seeks to ensure that any investment decisions appropriately consider climate-related risks and
opportunities within the context of the Groupébés wider ri
climate change policy as set out in the Statement of Investment Principles (SIP).

In line with the DB Section, the Group Trustee maintains a SIP, which details its key beliefs, identified risks and
approach to ESG integration which includes the importance of ESG factors (including but not limited to climate
risk). The IC (as above) also has day-to-day responsibility for the DC investment policy. The Group Trustee has
also incorporated climate risk (both physical and transitional) as an explicit risk within its risk register, which is
reviewed and updated annually.

The Group Trustee and IC also undertake regular training on an annual basis (or more frequently if required)

around ESG topics to ensure their understanding and knowledge are up to date with regulatory requirements and

evolving market developments and practice and receive regular updates from MWS on its approach to climate
change-related risks and opportunities. For example, the Group Trustee received training around the latest
6significant voting criteriad requir emenwhikhwhspresentgdtoNo v e mk
them in September 2022.

The DC Investment Consultant attends the quarterly IC meetings quarterly to run through any material provided by
MWS and detail the impact and relevance this has to the Group specifically. This will include quarterly carbon
metrics and ESG ratings along with the MWS annual strategy review (inclusive of climate change analysis), ESG
report and voting and engagement data annually. The Group Trustee reviews its DC Investment Consultant on a
regular basis to ensure all stated processes for those managing / advising the Group on climate governance remain
appropriate, and the Group Trustee has set objectives for its DC Investment Consultant which are assessed
annually (these objectives include climate related risks and opportunities).

The key activities undertaken by the 1 C, with the suppor

1 Ensure the investment strategy or any implementation proposals consider the impact of climate risks and
opportunities.

1 Engage withtheGr oup 6s i nvestment manag e rrelatad dsksiare domsiderédann d h o v
their investment approach.

1 Work with the investment managers to disclose relevant climate-related metrics as set out in the TCFD
recommendations.
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1 Ensure stewardship activities are being carried out appropriately by the investment managers on the
Groupbdbs behal f.

MWS actively monitors and manages the funds used by the Group, including by the following means:

1 The day-to-day investment activities (including the selection, retention and realisation of investments) are
delegated by MWS to underlying investment managers (sub-investment managers). These sub-investment
managers are expected to have consistent processes in place to incorporate the assessment of ESG risks and
opportunities (including climate change) in their security selection and portfolio construction. MWS uses
Mer cer 6 s pr orpting sgstera of invednge@® managers to identify those sub-investment managers
which meet these requirements. MWS will engage with sub-investment managers where they are perceived to

be lagging behind peers for ESG integration and or voting behaviour and disclosures.

1 MWS clients benefit from the oversight of the Mercer Workplace Savings Investment Governance Committee
(MWS IGC). TheMWS | GC i s made up of senior individuals withi
IGC meets at least quarterly and is responsible for ensuring that the investment arrangement is suitable and
that it reflects Mercerdsmbdercedéasdednchtutednguséaéean
The MWS IGC has its own Responsible Investment & Voting Policy.

1 The MWS IGC includes the integration of sustainability at the strategic asset allocation (in the case of multi-
asset funds) and manager selection level and monitor performance and investment managers on an ongoing
basis. The MWS IGC annual investment strategy review considers the output of climate scenario analysis in
relation to the strategic asset allocation of the multi-asset funds (e.g., Mercer Growth).

In order to monitor the activities in this area, including how MWS identifies and assesses any climate-related risks
and opportunities, the following reporting and actions are carried out:

1 The Group Trustee receives quarterly performance reporting from their DC Investment Consultant, Mercer.
The reports provide details of Mer cedndestmeBt®n@nagest i ng f
(this assesses how well the manager has integrated ESG and active ownership into their investment
philosophy). Reports also include carbon metrics for the active equity funds. It is expected that these
reports will be expanded to include carbon metrics for more funds as data becomes available. These
ratings are monitored by the MWS IGC at their regular meetings. Any changes in ratings assessed by
Mercer will be highlighted for discussion along with rationale behind the relevant upgrades/downgrades.

1 The Group Trustee receives the remaining metric data annually but expects this may be available on a
more frequent basis in the future.

1 The Group Trustee has access to the MWS IGC Responsible Investment & Voting policy which provides
information about climate change management and the engagement priorities of the MWS IGC. One such
engagement priority is climate change. This policy is reviewed annually, and any changes are highlighted
to the Group Trustee by the DC Investment Consultant.

1 The Group Trustee considers the outcome of the annual MWS strategy review and expects this to include
details of climate scenario analysis considerations made with regard to the strategic asset allocation of the
multi-asset funds and any developments between reviews.

1 Voting and engagement data on Mercer funds, this includes significant voting information. Significant votes
are identified by holding size and association with engagement priorities (including climate change). Data is
available on a quarterly basis if required. This data is also considered by the MWS IGC at their regular
meetings.

1 The Group Trustee expects the MWS IGC to make available scenario analysis and metrics as required by
the TCFD.

1 The Group Trustee reviews targets and progress against targets at least annually. Progress to date is
shown in Metrics and Targets.

1 Anannual MWS ESG report is prepared which considers, amongst other things, climate change metrics for
the underlying funds used within the multi-asset funds. Going forward this report will provide an update on
progress towar dszerd domnstments. Thisdepdit ispresented by the DC Investment

10957020326.1



Consultant and considered by the IC at one of its quarterly meetings. This report also includes information
on stewardship data and feeds into the targets set by MWS, which the Group Trustee reviews annually.

1 The IC meets with a member of the MWS Investment Team annually to discuss and question the reporting
provided to them, including the ESG report. Excepting this meeting and the analysis undertaken for this
report, the IC have not explicitly considered Climate Change Risk within the DC Section due to the
delegated nature of the arrangement.

Structural diagram showing which groups of people or individual roles have responsibilities for
governance of climate-related risks and opportunities.

Electricity
Pensions Trustee
Limted

EDFG Trustee
Board

Investment
Committee
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. Consultant
Savings

.I l

11957020326.1



Introduction

As the Trustee of the Group, we consider climate change to be a significant risk, which is reflected in how we
interpret our duties and responsibilities. The Group Trustee believes that Climate Change related Risk and
Opportunities (CCRO) are, and will continue to be, a financially material factor and as such is incorporated in our
investment decision making. The Group Trustee further believes that, to the extent our decisions, including
investment related decisions, have an impact on climate change, it is appropriate for us to aim to minimise the
harm done by our decisions to the extent this can be done without compromising our financial responsibilities.

To fulfil our duties to the Group regarding CCRO, we have prepared this CCRO Policy and also put in place a
governance framework that provides structure for making climate-related decisions and to ensure that we integrate
climate risks and opportunities in our decisions on behalf of our members, which include investment related
decisions. It shows where responsibility lies for decision making and sets out how this work is integrated into our
longer-term plans, monitoring framework and meeting cycle.

This framework has been prepared in line with the latest regulation and guidance. This includes the Pension
Schemes Act 2021 and the Occupational Pension Schemes (Climate Change Governance and Reporting)
Regulations 2021 (the Regulations), statutory guidance for climate governance and reporting of CCRO issued by
the Department for Work & Pensions (DWP), the guidance prepared by The Pensions Regulator (tPR), the non-
statutory guidance prepared by the Pensions Climate Risk Industry Group (PCRIG), as well as recommendations
set out in the Taskforce for Climate-Related Financial Disclosures.

The framework comprises three main elements:

A Trustee Oversight
A Trustee Knowledge and Understanding
A Third-Party Providers

Trustee Oversight

The Group Trustee is ultimately responsible for the oversight of CCRO as they relate to the Group.
Climate change is a financially material risk that we consider in our decision making.
The Group Trustee sets its processes within the governance framework concerning climate change, including:

A Agreeing the types of climate-related risks and opportunities which they consider will have an effect over

the short, medi um and Ineestrgenttared funding strategiesh e Gr oup 6 s
Agreeing the time periods which comprise the short, medium and long term applicable to the Group, taking
into account the Groupb6s | iabil idpprapateand i ts obligat
Ensuri ng t h arisk ntahagemént ppooegs@ssadequately incorporate the identification,

assessment and effective management of relevant climate-related risks.

Agreeing appropriate climate-related targets for the Group

Agreeing the climate-related metrics that are used to measure progress towards the climate-related

targets, which will include at least one absolute emissions metric, one emissions intensity metric, one

alignment metric, and one additional climate change metric.

Agreeing the Groupbés approach to scenario analysi s,
least two scenarios where there is an increase in the global temperature and in at least one of those two
scenarios the global average temperature increase selected will be within the range of 1.5 and 2 degrees

Celsius above pre-industrial levels).

> > >

b

The Group Trustee will review the policy (including the metrics, targets, scenario analysis etc.) annually.

The Group Trustee delegates responsibility for implementing the investment strategy to the Investment Committee.
The Investment Committee aligns its investmentd eci si ons with the Group Trusteeos

12957020326.1



The Group Trustee will maintain oversight through its quarterly reporting and meeting cycle where CCRO matters

are considered. CCRO information and reporting is included in each of the meetings, including any updated

information on Targets, progress against those Targets and climate change scenarios, and assessments of the
impact of the climate-r el at ed ri sks and opportunities on the Groupds

A The Group Trustee meets with its investment advisers quarterly and receives advice and monitoring
reports.

A The Investment Committee will report back to the Trustee. The investment advisers also attend Trustee
meetings.

Therefore, the Group Trustee considers that the time, governance, and resources spent on CCRO (as outlined) is
appropriate.

Trustee Knowledge and Understanding

While we are not directly involved in the day-to-day investment decision process, we as the Group Trustee, are
ultimately responsible for ensuring that CCRO are identified, assessed and managed on behalf of the Group and its
members. We are therefore required to have sufficient knowledge and understanding of the types of climate-related
risks and opportunities which may have an effect on the Group and in order to set metrics and targets for our
service providers and interpret the results of any analysis and reporting provided to us. We need to ensure that we
are sufficiently informed so that we are able to challenge assumptions, external advice and information received
and to fully understand any proposals developed by our advisers.

The Group Trustee maintains its Knowledge and Understanding with respect to climate change by:

A Identifying regulatory developments that are relevant to the Group, including guidance provided by the

~ Pensions Regulator and the Department for Work and Pensions

A Attending specific training sessions on climate change and TCFD requirements run by our Investment
Adviser.

Third-Party Providers

We do not carry out underlying investment activities ourselves but rely on our Investment Adviser and third-party
asset managers to identify and assess climate change risks and opportunities. We will also consider input from
other third-party providers, specifically the Scheme Actuary and Covenant Advisers.

Aon, as the Scheme Actuary:

A Advises on the funding position including an understanding of the potential funding impact resulting from
changes to financial or demographic assumptions driven by climate change.

A Advises on funding strategy robustness to climate risk. Provides input to enable strategic decisions to be
made considering impact of climate risks on funding strategy; and

A Provides input into scenario analysis and advises on funding implications.

The Groupbdbs covenant adviser, Cardano Advisory, advises t
ability to continue to support the Group. The employer c
financial ability to support the Group now and in the future.

Climate-r el at ed exposures could have a positive or negative
covenant. Therefore, Cardano Advisory has begun to include climate-related matters in the covenant advice
provided to the Group Trustee.

Cardano Advisory wil/l work in conjunction with the Grourg
Group Trustee in producing the Groupbs TCFD report on ar

When selecting third-party providers, we require each provider to demonstrate sufficient credentials in relation to
the assessment of climate-related matters. This is done by assessing the providers in terms of their:

A Level of understanding on climate change
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Commitment to decarbonisation targets, including the Paris Climate Agreement of global warming to
+1.5°C

Corporate policies focusing on reaching stated decarbonisation targets.

Resources in place to deliver to climate related objectives.

Ability to report to us.

Associations with and involvement in relevant industry bodies

> > >

The Investment Committee reviews its third-party providers on a regular basis to ensure all stated processes for
those managing / advising the Group on climate governance remain appropriate. As part of this review the
Investment Committee, a sub-group of the Group Trustee, review and challenge the analysis of its third-party
providers.

In relation to our Investment Adviser, the Group Trustee sets objectives informed by the competency framework
proposed by the Investment Consultants Sustainability Working Group. These competencies may be assessed as
part of our annual assessment of our Investment Adviser.

Our Investment Adviser assesses ourthird-par ty f und mérchamge comp&tencyl. Thismfarms part of
their advice.

For the avoidance of doubt, any CCRO applying that are not associated with an aspect or aspects of integrated risk
management will be picked up by the Investment Committee that have the oversight of the relevant risk and
appropriately reflected in the risk management framework. Overall responsibility for climate related risk would
remain with the Group Trustee and the Investment Committee should report any work carried out in this area back
to the Group Trustee.
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Climate Mission Statement

The Group Trustee believes that the risks associated with climate change could have a materially detrimental
impact on the Group's investment returns within the timeframe that the Group Trustee is concerned about.
Because of this risk, the Group Trustee seeks to integrate assessments of climate change risk into its investment
risk management and strategy.

Furthermore, the Group Trustee believes that climate-related factors are likely to create investment opportunities.
Where possible, and where appropriately aligned with the
the Group Trustee will seek to capture such opportunities through its investment portfolio.

Role of the Group Trustee

The Group Trustee is ultimately collectively responsible for oversight of all strategic matters related to the Group.

This includes approval of the governance and management framework relating to Environmental, Social and
Governance ( fiB&t®Gandc climaterrslated asks and opportunities. Given its importance, the Group
Trustee has not identified one individual to specificall
risks and opportunities. Rather, the Group Trusteehasc ol | ecti ve responsibility for s
change risk framework.

The Group Trustee has discussed and agreed its climate-related beliefs and overarching approach to managing
climate change risk. Details are set out in the SIP for each Section, which are reviewed and (re)approved every 3
years (or sooner in the event of a significant change in investment policy) by the Group Trustee.

In summary, the Group Trustee believes that:

A the risks associated with climate change can have a materiallyde t r i ment al i mpact on the
returns within the timeframe that the Group Trustee is concerned about and, as such, the Group Trustee seeks
to integrate assessments of climate change risk into its investment decisions.

A climate-related factors may create investment opportunities. Where possible, and appropriately aligned with the
Group Trusteeds strategic objectives and fiduciary dut
opportunities through its investment portfolio.

A the most appropriate time horizons for the Group are as follows:
short term: 1-3 years
medium term: 4-10 years
long term: beyond 10 years

Climate-related risks and opportunities are assessed over the above time horizons. Where appropriate, the Group
Trustee considers transition and physical risks separately.

The Group Trustee receives training on an annual basis (or more frequently as required) on climate-related issues

as part of its TCFD reporting process, to ensure that it has the appropriate degree of knowledge and understanding

on these issues to support good decision making. The Group Trustee expects its advisers to bring important and

relevant climate-r el at ed i ssues and developments to the Group Tru

The Group Trusteehas del egated oversight of the Groupébés climate
I nvest ment Commi tt e ecofrite€df the GrouphTrustée. lindementat®om and day-to-day
oversight have been delegated to the TCFD Working Group.

TheGroup Trustee regularly monitors and reviews progress a
approach.
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Role of the Investment Committee

Ongoing oversight of the Group Trusteebs climate risk me

The IC, supported by the TCFD Working Group, seeks to ensure that any investment decisions appropriately
consider climate-r el ated ri sks and opportunities within the conte
requirements, and are consistent with the climate change policy as set out in the SIP.

The 1 C regularly monitors and reviews progress against t
The IC keeps the Group Trustee apprised of any material climate-related developments through regular updates as
and when required.

Key activities delegated to the IC include:
ensuring investment proposals explicitly consider the impact of climate risks and opportunities.

ensuring that stewardship activities arbehabei ng under

Role of the TCFD Working Group

Day-to-day responsibility for the initial i mpl ement ation of
has been delegated to the TCFD Working Group.

The TCFD Working Group monitors and reviews progress againstthe Gr oup és <c¢l i mate change ri
approach on a regular basis and keeps the IC and the Group Trustee apprised of any material climate-related
developments through regular updates.

Key activities delegated to the TCFD Working Group include:

engaging with the investment managers to understand how climate risks are considered in their investment
approach.

working with investment managers to disclose relevant climate-related metrics as set out in the TCFD
recommendations.

Activity for the Groupds Year 1 report

The TCFD Working Group met with its investment adviser 11 times to work through the TCFD recommendations
and ensure a comprehensive understanding of the climate-related risks and opportunities that affect the Group. In
addition, the TCFD Working Group met with each of its investment managers during 2021-2022 to challenge the
information provided in respect of the climate-related risks and opportunities, including how the managers utilised
stewardship as a risk management tool. The key outcomes from these meetings were communicated to the
Investment Committee and Group Trustee as required (which both meet at least four times a year).

Changes expected for the Groupbs Year 2 report

The Group Trustee has spent a considerable amount and ti
related risks and opportuni t irepert TheGrquaTrusteeekpectsthereq@ired up é6s f
time and resource to reduce in future years given that a formal plan is now in place.

With this in mind, the TCFD Working Group will be disbandedfol | owi ng t he pr odtirstfiGFBbn of t
report, with the ongoing responsibilitiesformai nt ai ni ng and reporting on the Grol
management approach to be taken-up by the IC, overseen by the Group Trustee. This includes all ongoing
responsibilities currently owned by the TCFD Working Group set out in the Climate-Risk Management Plan.

Role of other advisers or stakeholders deemed relevant

Investment adviser: The Group Trusteeds investment adviser provide
Trustee and the IC in respect of the management of climate-related risks and opportunities and ensuring
compliance with the recommendations set out by the TCFD. This includes provision of regular training and updates
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on climate-related issues and climate change scenario modelling to enable the IC and Group Trustee to assess the
Groupds exposnlatedrisko cl i mat e

Scheme Actuary: The Groupbés Scheme Actuary wil/l help the Group
change risk on the Groupdés funding assumptions

Covenant adviser: The Group Trusteebds covenant adviser wild/l help
impact of climate change risk on the sponsor covenant of the participating (Atkins Limited, Cavendish Nuclear
Limited, National Nuclear Laboratory Limited) and principal (Magnox Limited) employers of the Group.
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Oversight of climate-related risks and opportunities

Roles and responsibilities

The Trustee has ultimate responsibility for ensuring effective governance of climate-related risks and opportunities,
and for the production of the annual TCFD report.

The Trusteebdbs overall i nvest ment beliefs on sustainabild!

1 Environmental, Social and Governance (ESG) factors, including climate risk, can affect the performance of
companies and assets in which the Group invests, and should therefore be considered where relevant to the
assessment of value and mitigation of investment risk.
1 Climate change poses a systemic risk, and therefore consideration should be given to the potential financial
impacts of both the associated transition to a low-carbon economy and the physical impacts of different
climate change outcomes. However, these outputs must be carefully assessed in the context of the other risks
the Trustee must also manage.
1 Stewardship (or active ownership), where applicable, helps the realisation of long-term portfolio value by
providing investors with an opportunity to enhance the value of companies and assets. It is therefore
i mportant to engage with e acgersoifthetasgsessmeént and pahageniem ofe st mer
climate-r el ated risks and opportunities within the manager

The Trustee seeks to ensure that any investment decisions appropriately consider climate-related risks and

oppor t unities within the context of the Groupdés wider ri sl
(including climate change) [(Staemeatiofdnyestment Psireiples SIP). The 8IPt he T
details the key objectives, risks and approach to considering ESG factors, such as climate change, as part of the
Trusteebs i nv ensakingeracess.dhe SlP & redawed on at least an annual basis.

The Trustee understands that in order to ensure effective governance of climate-related risks and opportunities,

appropriate time and resources need to be allocated. As such, the Trustee has delegated certain activities to the

Investment Sub-Committee and the Governance Sub-Committee. Each of these Sub-Committees has specific
responsibilities and areas of focus, as set out in t-he fo
Committees meet quarterly, which aligns with the quarterly Trustee Board meeting cycle. The level of time and

resources spent on the governance of climate-related risks and opportunities varies from to time to time and

depends on whether new considerations have been identified and whether there have been any changes to the
current risks and opportuniti e soalwdys allbcatd sufecent resodidesandl r ust e €
time to ensure the appropriate level of consideration is given. The Sub-Committees make recommendations to the

Trustee; the ultimate decisions rest with the Trustee.

Research into how climate-related risks and opportunities impact financial markets is constantly evolving and
expanding. To ensure that those undertaking Group governance activities have the appropriate degree of
knowledge and understanding to properly exercise their functions, the Trustee receives training on a regular basis
to keep up-to-date with developments and allocates time on meeting agendas to cover items such as climate-
change scenario analysis and the reporting of metrics. During the year to 31 March 2023, the Trustee received
training on climate-related investment risks and reporting requirements in line with the TCFD recommendations,
including an off-site training session held on 2 November 2022. Climate-related online training has also been made
avail able by Scott i 9 toProstee Directdis of the Group Whe Bré&Jdrdently employees of
SPUK.

The Trustee is supported by the following independent advisors:

Mercer - Investment Consultant

T Providing advice on the Groupds i nvyersknmamgementand ang ment
investment manager appointments (where relevant) for the Group. This includes advice on managing and
monitoring investment-related risks, including climate change risks.
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1 Mercer also provides climate-related scenario analysis, helps compile the climate-related metrics for the
Group and assists the Trustee in producing the Groupbd

Hymans T Funding Advisor, with Martin Potter as the appointed Scheme Actuary for the Group

1 Providing advice on the funding position of the Group, including an understanding of the potential funding
impact resulting from changes to financial or demographic assumptions driven by climate change.

Ernst & Young (EY) - Covenant Advisor

1 Providing an assessmentofthe GroupSponsor 6s ability to continue to0o suj
related risk and opportunities are considered in addition to other factors that could have a positive or
negative impact on the strength of t hremuiploemplayerssid@ c ov e

the Group, EY consider the covenant at the SPUK level on the basis that SPUK is a participating employer to
the Group and therefore SPUK and its subsidiaries make up the direct covenant.

CMS Cameron McKenna 1 Legal Advisors

1 Providing advice on legal matters that relate to the Group, including legislation in respect of climate change
and TCFD requirements.

The ScottishPower Pensions Team, supported by Capita Business Partners, provide in-house support to the
Trustee and Sub-Co mmi t t ee s, as wel |l as acting as a |iaison betwe
Sponsor. As part of their role they monitor and manage the performance of the independent advisors and

undertake operational and governance activities on behalf of the Trustee, including in relation to climate-related

risks and opportunities. The ScottishPower Pensions Team have also received training on climate-related risks

and opportunities and have access to the aforementioned online training provided by SPUK.

Governance structure

The Electricity Supply Pensi onrier&lstiugureewhich invavesiih® centelme 06) h as
Scheme Trustee (AEPTLO) and a series of Group Trustees v
separate Groups (AGroupso) of the Scheme. The Manweb Group of

The organisational structure of the Group Trustee, the relevant Sub-Committees and the relevant supporting external
and internal parties is illustrated by the chart below:
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Manweb Group of the ESPS

Scheme Trustee Board
Electricity Pensions Trustee Limited
["EPTL")

Exclusive respansibility for the ownership,
custody and administrative control of the
Scheme's assets.

| 4 N

SP Pensions Team

. \ supported by Capita
Advisors ( .
provide advice, idantify and assess .Group Tru_ﬂee _Board. Business Partners)
Provide advice, identify and assess ultimate responsibility for ensuring I S -
climate- — suppert the Group Trustee Board and
‘ effective governance and oversight of it o _ et
- ) i = various cluding managing project
portu climate-related risks and oppertunities for R o - e
Provide tr : the Group. plans, meetings, co-ordinating advisors
sets policy covering climate change, \ j
Inv. Consultant - Mercer including approach to scenario analysis,

time-frames, metrics and target(s).

Investment Consultant —

Scheme Actuary - Hymans

—

Covenant Advisors - EY

Legal Advisors — CMS ] r 4
Investment Managers

\ -

Investment SC
Responsibility for making recommendations to the Board on climate risks
Governance 5C and opportunities that are investment related
Owns the owerall Risk Management Framework and Risk Register. Risk Owner of certain clim ed risks.
owersight of the implementation of ESG integration and reporting
[including climate change).

With the Support of the ScottishPower Pensions Team and Capita Business Partners, the Trustee reviews the
appropriateness of the above organisational structure on an annual basis.

The Trustee and the Investment and Governance Sub-Committees all meet, separately, at least quarterly. The
consideration of climate-related risks and opportunities is integrated into the wider monitoring and decision-making
responsibilities of the Trustee and its Sub-Committees.

The Trustee also regularly considers any skills gaps, including in relation to assessing and managing climate-

related risks, and appropriate training is then arranged
Business Plan.

Policies and processes

Identifying and assessing risks and opportunities

The Groupds advisors are required to demonstrate suffici
related matters. The Trustee has carried out an assessr
onclimate-relat ed ri sks and opportunities, as appropriate, base

Representatives from the ScottishPower Pensions Team attend the Board and Sub-Committee meetings, and the
Groupds advisors al so r eguapproptiaje. Ehis taclitatds rapdrtmgand nmoeiteringoh g s, 8
the activities of the in-house team and the advisors and also improvesthein-hous e team and advisor
of t he Tr usrelaes dgecticeb andnaetvee Any meeting actions assigned to the in-house team and / or

the advisors are recorded and tracked until completion. There is also regular dialogue between the Chair of

Trustee, the in-house team and the advisors during the period between meetings, to ensure timely progress of the

agreed actions.

The Trustee has also set explicit objectives for its investment consultant, Mercer, which include supporting the
Trustee in assessing, managing and measuring climate change risks and opportunities. On an annual basis, the
Investment Sub-Committee formally reviews the performance of the investment consultant against the strategic

20957020326.1



objectives set by the Trustee, with input from the ScottishPower Pensions Team. Part of the assessment also
considers the invest ment c s thecutérin sehoutbysthednvestimentCensudtants s agai r
Sustainability Working Group.

The Trustee also reviews the performance of the Scheme Actuary and Covenant Advisor on an annual basis,
including how these advisors incorporate climate-related risks and opportunities into their advice to help the
Trustee to continue to understand the wider resilience of the funding strategy.

The Investment Sub-Co mmi tt ee receives presentations from each of

anannual basis. Duri ng t he investment manager s 6 -@ameistee discasstheons, t h
climate-r el ated ri sks and opportunities that relate to the m
manager6s activities in this area and enrich engagement

Manaqging and monitoring risks and opportunities

The covenant review of the Sponsor is a standing agenda item at each of the quarterly Trustee meetings. The

Trustee is provided with a covenant monitoring update, which includes consideration of material covenant risks in

the context of the covenant strength, on atwice-y ear |l y basi s by the Groupbs covena
twice-yearly covenant monitoring updates will include consideration of key climate-related risks and opportunities,

to the extent relevant Sponsor information is available.

The funding advisor, Hymans, also attends the quarterly
funding position at each meeting, including the implications of any changes in financial assumptions. The

demographic assumptions, including any impact resulting from changes driven by climate change, are reviewed at

each triennial Actuarial Valuation.

The investment consultant, Mercer, attends the quarterly Investment Sub-Committee and Trustee meetings and
provides advice on any changes to investment-related risks and opportunities (including those associated with
climate change).

The Trustee, and the Sub-Committees as appropriate, review and regularly challenge the advice provided by the
Groupbs advisors to ensur eenagssobtheradvibewreceivede Jhis inaeludes, butesaat o n a b |
limited to, the Trustee Directors challenging the appropriateness of the covenant advice provided in relation to the
Sponsor, whereby a number of the Trustee Directors also have knowledge gained through their roles as employees

of SPUK. The Trustee Board composition is diverse in its skill sets and areas of specialism, and includes a

professional independent Chair, which helps enable the Trustee to provide an appropriate level of challenge to the
Groupbs advisors.

The Trustee also meets with the Groupébds investment manag
demonstrate, in practice, how ESG considerations have been integrated into their portfolios. The Trustee often

challenges the investment managers on specific portfolio holdings in order to better understand the ESG

considerations and the related decisions that the investment managers have made.
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The Groupbs ESG Beli efs

The Group Trustee believes that good stewardship can lead to better returns and lower risk and that investment
managers which are better at integrating ESG considerations will generate better long-term returns.

The Group Trustee should be concerned with the ESG impactofco mpani es that are held in |
and should look to engage with the companies that the Group invests in.

The Group can benefit from businesses making a positive impact on society or the environment; ESG risks,

including climate change, are not being adequately priced by the market, and will have a material effect on returns
over the Groupbs I ifetime.

Role of the Group Trustee

The Group Trustee is ultimately responsible for oversight of all strategic matters related to the Group and for
making Group wide decisions. This includes approval of the governance and management framework relating to
ESG considerations and climate-related risks and opportunities.

Given its importance, the Group Trustee has not identified one individual to be specifically responsible for the

Groupds response to climate risks and opportunities. Rat
setting the Groupébés climate change risk framework. The (
external support team when undertaking governance activities by developing and reviewing its climate change risk
framework.

The Group Trustee has discussed and agreed its overarching approach to managing climate change risk, as part of

t he Gr oupds chwdResponsibleplpvestinant. Details are set out in the Statement of Investment
Principles (ASIP0) and the Responsible Investment (ARI 0)
sooner in the event of a significant change in investment policy) by the Group Trustee.

I n assessing the Groupbs climate change risk exposure, t

A the short (1-3 years).
A medium (4-10 years); and
A long (11-20 years) term.

Climate-related opportunitesaree val uat ed over the same time horizons. Th
long-t er m financial objective to hold sufficient assets to
to secure bulk annuities, should that be considered appropriate. However, the Group Trustee also acknowledges

that the Group could be subject to much longer-term risks if the Group Trustee agreestorun-of f t he Gr oup 0 ¢
liabilities instead of securing bulk annuities. Where appropriate, the Group Trustee considers transition and

physical risks separately.

The Group Trustee receives training on an annual basis (or more frequently as required) on climate-related issues
as part of its TCFD reporting process, to ensure that it has the appropriate degree of knowledge and understanding
on these issues to support good decision-making.

The Group Trustee requires its advisers to bring important and relevant climate-related issues and developments to

the Groupds attention in a timely naadvisersandifvaestmentmahagdérshe Gr
to have the appropriate knowledge to advise on climate-related matters.
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Role of the Investment Committee

The Group Trustee has delegated implementation and day-to-d ay over si ght of the Groupds
management framework to the | nvest mommnie€a thendroug Teustee( il Co ) ,

The IC seeks to ensure that any investment decisions appropriately consider climate-related risks and opportunities
within the cont eertriskarfd retuin eequitements pnil are aemsidtent with the climate change
policy as set out in the SIP and the RI policy.

The 1 C regularly monitors and reviews progress against t
The IC keeps the Group Trustee appraised of any material climate-related developments through updates as and
when required.

Implementation is detailed later in this TCFD report, but key activities delegated to the IC include:

A ensuring investment proposals explicitly consider the impact of climate risks and opportunities.

A engaging with the investment managers to understand how climate risks are considered in their investment
approach.

A working with investment managers to disclose relevant climate-related metrics as set out in the TCFD
recommendations.

A ensuringthatstewardshi p acti vities are being undertaken approp

A ensuring that actuarial and covenant advice adequately incorporate climate-related risk factors where they
are relevant and material.

Activity for the ®Broupbdbs Year 1 repo

The Groupds investment adviser supported the I C at its ¢
TCFD recommendations and ensure a comprehensive understanding of the climate-related risks and opportunities

that affect the Group. As part of this the IC challenged its investment adviser on the information provided via the

investment managers in respect of the climate related risks and opportunities.

Changes expected for the Groupbs Year 2 report

The Group Trustee has spent a considerable amount of time and resource i-n und

related risks and opportunities as part of the Groupds f
time and resource to reduce in future years given that a formal plan is now in place.

Rol e of the Group Trusteelbs external sufg

The role of the Group Trusteeds external support team, E
has the appropriate governance processes in place to appropriately identify, assess and manage climate related
risks and opportunities that are relevant to the Group.

Barnett Waddingham are also responsible for implementing
of the Group Trustee ( wor kiisergaswequirdd) ahdfazilitaBng erainpg td melp ensueee 6 s ¢
that the Group Trustee has sufficient knowledge and understanding to make well-informed decisions on the
Groupds climate change risk management approach.

In addition, Barnett Waddingham ensures that the advice that the Group Trustee and the IC receive appropriately

takes climate change considerations into account, where they are relevant and material to the Group, that the

advisers are bringing relevant updates and opportunities for the Group Trust e e s consi der ati on, a
advisers have the appropriate capabilities in doing so.
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Rol e of t he Group Trusteebdbs adviser s

Investment adviser

The Group Trusteeds investment adviser, Aon, prheiCjides st
respect of the management of climate-related risks and opportunities, and ensuring compliance with the
recommendations set out by the TCFD.

This includes provision of regular training and updates on climate-related issues and climate change scenario
model ling to enable the I C and the Group Taatedriskse t 0o as se

Group Actuary

The Group Actuary, Lynda Whitney, helps the Group Trustee assess the potential impact of climate change risk on
t he Gr o ungassumptions.d i

Covenant adviser

The Group Trusteeds covenant adviser, PwC, hel ps the Groc
change risk on the sponsor covenant of the Principal Employer (National Grid Electricity Transmission plc) and

each of the Participating Employers (National Grid UK Limited, National Grid Electricity System Operator Limited,

and Elexon Limited) of the Group.

The chart below illustrates the relationships between the Group Trustee, the IC and their external support and
advisers.

Overview of relationships between relevant parties

Group Trustee

Sets, approves and monitors the Group’s
overarching climate risk framework

) Barnett Waddingham — External
Investment Committee* support team

Ongoing implementation and monitoring of the Ongoing oversight, guidance and support of
climate risk management framework the implementation of the Trustee Board's
climate risk framework

*Typically, also expected to comprise the Valuation Working Group during triennial actuarial valuations
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The Gr oup dgetated dovienmeande @arrangements

Climate mission statement

The Group Trustees recognise that climate change poses material financial risks, which could negatively impact the

Groupds investments and the ability to achieve its objec
risks,they aim to protect the interests of the Groupds member

large institutional investor, the Group can help to improve the long-term future of the global environment through
scrutiny in its investment decisions.

Through the actions of its appointed investment managers and advisers, an engagement-led approach allows the
Group to be an active participant in improving corporate behaviour where possible, upholding high standards of
corporate governance, and encouraging responsible ownership practices.

The Group Trustees also believe that the risks associated with climate change could negatively impact on the

Groupds investment returns within the tdabeuf Bexanseofthish at

risk, the Group Trustees seek to integrate assessments of climate change risk into their investment risk
management and strategy where possible.

Furthermore, the Group Trustees believe that climate-related factors are likely to create investment opportunities.
Where possible, and where appropriately aligned with the Group Trustees' strategic objectives and fiduciary duty,

th

the Group Trustees wil/| seek to capture such opportuniti

Our climate beliefs

We believe that the risks associated with climate change can have a materially detrimental impact on the
Gr o uipvéssment returns and, as such, we have a role to play in helping to tackle climate change.

We believe that climate-related factors may create investment opportunities. We will seek to capture such
opportunities through our investment portfolio where it is appropriately aligned with our strategic objectives
and fiduciary duty.

Role of the Group Trustees

The Group Trustees are ultimately collectively responsible for oversight of all strategic matters related to the Group.
This includes approval of the governance and management framework relating to environmental, social and
governance (AESGO0) c o nrdated risksartd opportsnities.nThis i<al longstaridieg area of focus
for the Group Trustees, and an annual training programme was established to ensure that continual upgrading of
knowledge and understanding in this important area was put in place.

Given its importance, the Group Trustees retained col

risk framework.

The Group Trustees have discussed and agreed their responsible investment (including climate-related) beliefs and
overarching approach to managing environmental, social and governance (including climate change) risk. Details
are set out in the Responsible I nvestment Policy and
reviewed and (re)approved annually (or sooner in the event of a significant change in investment policy).

The Group Trustees have agreed that the most appropriate investment time horizons for the Group are as follows:
i shortterm: upto 3 years
1 medium term: up to 10 years
1

long term: 1171 20 years (however, the Group Trustees recognise that the Group could be subject to
|l onger term risks if the Groupobs-periodabi | i ties are
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Both transition and physical risks climate-related risks and opportunities are assessed over the above time
horizons, which willbere-e val uat ed each year in |ight of the Groupés

The Group Trustees receive training annually (or more frequently as required) on climate-related issues as part of
their TCFD reporting process, to ensure that they have an appropriate degree of knowledge and understanding to

support good decision-ma ki ng. This training is delivered primarily I
investment consultingteamb ut may al so be delivered by other parties
managers. The Group Trustees expect their advisers to bring important and relevant climate-related issues and

devel opments to the Group Tannerst eesd attention in a timel

The Group Trustees have delegated implementation and day-to-d ay over sight of the Groupo
management framework to the Funding & I nvestment Committ
Group Trustees. The Group Trusteesr egul arl'y monitor and review progress a
management approach.

Role of the Funding and Investment Committee

The F&IC seeks to ensure that any investment decisions appropriately consider climate-related risks and
opportuni ti es within the context of the Groupds wider risk
climate change policy as set out in the Statement of 1 nv

The F&IC regularly monitors and reviews progress againstthe Gr oup és <c¢l i mate change ri sk
The F&IC keeps the Group Trustees apprised of any material climate-related developments.

Implementation is detailed later in this report, but key activities delegated to the F&IC include:

1. ensuring investment proposals explicitly consider the impact of climate risks and opportunities.

2. engaging with the investment managers to understand how climate risks are considered in their investment
approach.

3. working with the investment consultant and investment managers to ensure that stewardship activities are

being undertaken appropriately on-rdateemeticsasusptointhee hal f
TCFD recommendations are disclosed.

Activity for the Groupds Year 1 report

The F&IC met with its investment adviser several times during the Group year to work through the TCFD

recommendations and ensure a comprehensive understanding of the climate-related risks and opportunities that

affect the Group. As part of this the F&IC challenged its investment adviser on the information provided via the

investment managers in respect of the climate related risks and opportunities.

Changes expected for the Groupbs Year 2 report

The Group Trustee has spent a considerable amount of time andresour ce i n under standing the

related risks and opportunities as part of the Groupbs f
time and resource to reduce in future years.
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Role of the other advisers or stakeholders deemed relevant

Investment Consultant

The Group Trustees6 investment consultant, Aon, provides
and the F&IC in respect of the management of climate-related risks and opportunities, and ensuring compliance

with the Department for Work and Pensionsdéd statutory gui
majority of support to the Group Trustees in this area is delivered by Aon in their role as investment consultant. The

Group Trustees have noted Aonédés qualifications and exper
industry initiatives such as the I nvestment Consultantso@g
Institute for Sustainability Leadership (ClISL) and have r
the | CSWGb6s recommendations.

Aonbs support includes provisi on edlatedissges and climaterciange i ng and
scenari o modelling to enable the F&I C and the Gr o-telatedTr ust e
risks.

Group Actuary

The Group Actuary, Philip Dennis, will help the Group Trustees assess the potential impact of climate change risk
onthe Group6s funding assumptions.

Covenant adviser

The Group Trusteesd6 covenant adviser, Aon, helps the Gro
change risk on the sponsor covenant of the Principal Employer (Northern Electric plc) and each of the Participating
Employers (CallEnergy Resources Limited, Integrated Utility Services Limited, Northern Powergrid (Northeast) plc,

Vehicle Lease and Service Limited, Northern Powergrid (Yorkshire) plc)) of the Group.
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Describe how the Group Trustees maintain oversight of climate-related risks and opportunities
which are relevant to the Group. Describe how the Group Trustees and any relevant sub-
committees are informed about, assess and manage climate-related risks and opportunities and the
frequency at which these discussions take place.

The Npower Group has a single Defined Benefit Section which was ¢.£220m as of 31 March 2023. The
Defined Benefit Section is well funded, ¢.102% (on a Gilts+0.5% basis) as of 31 March 2023 and has a
relatively low-risk and well diversified investment strategy with a target return of Gilts+2.0% per annum.

The Group also has a Defined Contribution Section, which was £52.7m as of 31 March 2023 (including
£1.4m of DB AVCs). As of June 2023, these Defined Contribution assets were transferred by the Group

Trustees, at the Companyds instigation, into a separ

arrangements held with Utmost Life and Pensions, Prudential and Clerical Medical which are comparatively
very small in size.

The Group Trustees are collectively responsible for oversight of all strategic matters for the Scheme,

including the governance of environmental, socaland governance (AESGO0O) eonsi de
related risks and opportunities.
The Group Trustees have clear statements in their Statement of Investment Principles that set out their
policy regarding oversight of climate related risks, which generally form part of a broader group of ESG
risks:
o (DB Section) AThe Group considers responsible n\
those arising from Environmental, Social and Governance (ESG) risks, which the Group Trustees
take to include climate c hange, in the context of this broade
o "MThe Group Trustees consider that responsible n\
probably as good a source of return as any other driver and should therefore be considered in a
balanced risk/return framework when making invest

o (PDC and DB AVCs Section) dAln setting the Groupé6s

primary concern is to act in the best financial interests of the Group and its beneficiaries, seeking
the best return that is consistent with a prudent and appropriate level of risk (given the anticipated
time horizon of the Group's DC section). The Group Trustees believe that in order to fulfil this

commi t ment and to protect and enhance the value
responsible steward ofthe assets in which the Group invests.

o AThe Group Trustees acknowledge that financi al
Investment related risks are not always fully reflected in market prices and expect the investment
managers in the DC (including DB AVCs) section of the Group to account for these considerations
in a balanced risk/return framework. o

o AThe Group Trustees undertake annual monitoring

investment activities in order to monitor this, including a review of voting and stewardship activities,
ESG metrics and ESG ratings provided by their

1 As part of implementing these climate change related policies, the Group Trustees maintain the following

governance documents:

o0 Statement of Investment Principles 1 describes the high-level Responsible Investment policies
which implicitly include a focus on climate change. A copy of this statement can be found at the
following link: https://my-npower-pension.com/my-scheme/scheme-documents. The DB Section of
the Statement is typically reviewed on an annual basis or following any material changes to
investment strategy. The DC Section of the Statement is typically reviewed at least once every
three years, or immediately after any material change to the investment strategy.
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o Implementation Statement i The Group Trustees report annually on how they have implemented
the policies within their SIP. This includes their Responsible Investment policies above but also
sets out the Group Trusteesd activities relating
stewardship activities carried out in relation to the management of climate-related risks) in the
annual Implementation Statement. This statement provides some more specific information on the
Group Trustees activities, and activities carri ecf
investment managers. A copy of this can be found at the website linked above.

1 The Group Trustees receive quarterly investment monitoring reports from their DC investment advisers
which include ESG ratings for each of the funds used within the DC and DB AVC investment strategy. This
allows the Group Trustees to assess how the appointed investment managers integrate ESG
considerations (including climate change) into their overall process, investment decision making and
stewardship activities.

1 The Group Trustees receive training on an ad-hoc basis on ESG-related issues including industry
developments and best practice to ensure they have appropriate knowledge and understanding to support
good decision making.

1 The Group Trustees expect their advisers and investment managers to bring important climate related
issues, developments, and concerns to their attention in a timely manner. During the year this was done
through hot topic updates within meeting papers and training sessions as mentioned in this Statement. The
Group Trustees require its advisers and asset managers to have the appropriate knowledge on climate
related matters and this is assessed as part of selection and ongoing annual monitoring.

2, Describe the roles of those undertaking scheme governance activities, in identifying, assessing
and managing climate-related risks and opportunities relevant to those activities. Describe the
rationale for the time and resources the Group Trustees spent on the governance of climate-related
risks and opportunities.

1 Although the Group Trustees delegate certain aspects of the implementation of their climate policies,
ultimate responsibility remains with the Group Trustees.

1 Role of the full Group Trustee Board and resources spent

o Ultimately responsible for setting and monitoring¢
climate change policy, which is reviewed at least annually for the DB Section and at least triennially
for the DC Section.

0 Also responsible for engaging with all reporting and monitoring in this area and, if appropriate,
challenging any third partiesthese r esponsi bilities are del egated t
investment managers and advisers.

0 The Trustee Board met ten times during the year and climate change [was covered at three of
these meetings.

0 The rationale for the time and resources committed is largely related to the time horizon of the
Group and its size. Both of these are comparably small to some of the larger Groups within the
ESPS as previously described. The Trustee Board resources in this area are mainly focussed on
the work of the investment adviser, given their skills and broader industry context.

1 The Group Trustees also have an engaged and collaborative relationship with the Sponsor, who is involved
in the discussions on evolving the Group Trusteesd a

3. Describe the role of those advising or assisting the Group Trustees with scheme governance
activities. Describe the processes the Group Trustees have established to satisfy themselves that
the person advising or assisting takes adequate steps to identify and assess any climate-related
risks and opportunities which are relevant to the matters on which they are advising or assisting.
Describe the processes the Group Trustees have established to satisfy themselves that those
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undertaking scheme governance activities take adequate steps to identify, assess and manage
those risks and opportunities.

T I'n order to enhance the Group Trusteesd approach to
Group Trustees engage with and delegate activities to several third parties on the topic:

1 DB and DC Investment Advisers i responsible for advising on the overall strategic climate change policy
and assisting the Group Trustees in implementing and monitoring this strategy. This includes advising on
suitable climate related investment opportunities as well as the appropriate climate change monitoring to
assist with appropriately managing and monitoring these risks and opportunities. The DB and DC
Investment Advisers are present at all Full Trustee Board meetings. The Group Trustees have set the
Investment Advisers specific objective in the Responsible Investment area and review the Investment
Advisers against these objectives annually.

1 Covenant Adviser i As the Sponsor is engaged in the energy industry, climate change is a key factor to
the overall assessment on an ongoing basis. The Group Trustees assess the work completed by the
Covenant Adviser on a triennial basis as part of each Actuarial Valuation cycle and Covenant assessment.

1 Scheme Actuary 1 Acting as an overall strategy adviser to the Group Trustees as well as providing input
into the assessment of how robust the Groupbs fundin
process of the Scheme Actuary is the same as that outlined for the Covenant Adviser.

1 Investment managers i Providing investment vehicles to assist the Group Trustees with implementing
their investment strategy as well as undertaking stewardship activities (voting and engagement) on the
Groupbdbs behal f. The Group Trustees, with the assist
anannualbasi s each manager6s approach to incorporating c
with their voting and engagement policies and activities. The Group Trustees also consider a potential new
manager 6s ESG and Responsi bl ewestmenteThe GroamTrustegesWwili ci es ah
engage with these managers to encourage improvements where there are shortcomings. One of the
Groupdbs DB investment managers also employs a specia
Hermes, who provides an additional layer of engagement activity to further enhance the activities of the
investment manager.

4, Describe whether the Group Trustees questioned and, where appropriate, challenged the
information provided to them by others undertaking governance activities i or advising and
assisting with governance.

1 The Group Trustees have a process of benchmarking the work of the Investment Adviser in the area of
climate change by considering what other schemes in the industry are doing as well as a more explicit
check in on alignment (where appropriate) with the other pension scheme with the same Sponsor. This
provides a forum where the Group Trustees have challenged where there are differences in approach both
from a strategy and monitoring perspective.

1 Following a review of the detailed Responsible Investment monitoring report, the Group Trustees have
identified some shortcomings from one of the Group
mandate and also the i mpl ement at i oniltiesf Tha Groap Tmuateea g e r
have therefore put the manager on watch and intend to engage with them to encourage improvement if
progress has not been identified as part of next vy

o O
n
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5. Describe, in relation to those who undertake governance activities, or advise or assist with
governance of the scheme: (i) the kind of information provided to them by those persons about
their consideration of climate-related risks and opportunities faced by the scheme; and (ii) the
frequency with which this information is provided.

1 The Group Trustees incorporate Responsible Investment and climate change into their decision making
and monitoring processes as standard but additional activities include:
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o Detailed annual Responsi bl e | nvelisigsapproadchandke vi ew ¢ 0\
stewardship activities in the area of climate change.

0 Quarterly hot topic updates which this year included an update on the new DWP climate
regulations and a detailed overview of the new DWP stewardship guidance. In both instances the
Group Trustees reviewed and considered how this might apply to the Group going forward.

0 Quarterly DC investment monitoring reports which include ESG ratings for each of the funds used
within the DC and DB AVCs investment strategy. This allows the Group Trustees to assess how
the appointed investment managers integrate ESG considerations (including climate change) into
their overall process, investment decision making and stewardship activities.

6. Describe the training opportunities the Group Trustees provided for their employees in relation to
climate change risks and opportunities. Where the Group Trustees identified skills gaps, they may
also describe whether they encouraged external advisers to provide training opportunities.

1 Akey part of the Group Trustees policy is ensuring that all Group Trustees on the Board have sufficient
skill and knowledge in the areas of Responsible Investment and climate change. In line with this, all new
joiners are provided with training in the area of Responsible Investment and climate change. This is
facilitated by the Investment Adviser. Over the year, the Group Trustees covered the following:

0 Atraining session, facilitated by the DB Investment Adviser, on climate change as a risk and
opportunity and the new DWP climate regulations and recommendations of the TCFD.

0 Reviewed the underlying voting activities of the
well as the engagement activities completed during the year.

0 Updates on articles published by TPR covering their review of the approach in the pension scheme
industry to climate change as well as a separate update on the newly published IPCC assessment
report.

7. We would be grateful if the Group Trustees could provide a structural diagram showing which
groups of people or individual roles have responsibilities for governance of climate-related risks
and opportunities. This may include executive officers, in-house teams and/or third parties
engaged by the Group Trustees. No personal data needs to be included.

T Asnoted,t he Trustee Board has wultimate responsibility foc¢
change strategy. The Groupds climate governance fram

Key climate related governance documents

Statement of Implementation Risk Register Investment Adviser
Investment Principles Statement g Objectives

Group Trustee governance

Trustee Board
- Tuston wori
Trustee working
groups
Company
Advisers and Delegates

Investment Scheme Covenant Legal ES I EN
Adviser Actuary adviser adviser Managers
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OVO Energy

1. Describe how the Group Trustees maintain oversight of climate-related risks and opportunities
which are relevant to the Group.

a. Whilst the Trustees are not required to comply with TCFD, they have agreed to broaden their
knowledge on the regulations and comply with them as far as is reasonable.

b. Trustees undertake annual training on Responsible Investment matters to develop knowledge and
understanding.

c. Trustees ensure specific RI beliefs are included
documentation and that they are reviewed periodically.

2. Describe the roles of those undertaking scheme governance activities, in identifying, assessing
and managing climate-related risks and opportunities relevant to those activities.

a. The Trustees have clearly defined roles.

b. The Trustees have adopted a policy of delegating voting decisions on stocks to their investment
manager on the basis that voting power will be exercised by them with the objective of preserving
and enhancing long-term shareholder value. The investment manager is expected to exercise the
voting rights attached to individual investments in accordance with their own house policy.

c. Where relevant, the Trustees may review the voting policies of their investment managers to
determine that these policies are appropriate.

d. Where appropriate, the Trustees will engage with and may seek further information from their
investment managers on how portfolios may be affected by a particular issue.

e. The Trustees do not engage directly but believe it is sometimes appropriate for its investment
managers to engage with key stakeholders which may include corporate management, regulators
and governance bodies, relating to their investments in order to improve corporate behaviours,
improve performance and mitigate financial risks. The Trustees will review engagement activity
undertaken by their investment manager as part of its broader monitoring activity and in preparing
the Groupds annual | mpl ement ati on Statement

3. Describe the processes the Group Trustees have established to satisfy themselves that those
undertaking scheme governance activities take adequate steps to identify, assess and manage
those risks and opportunities.

a. The Trustees expect its investment managers to report on the details of their engagement activity
on at least, an annual basis. The manager should be able to demonstrate the reasoning behind
any engagement activity, the objectives of the engagement activity, the timeframe over which the
engagement is expected to take place and the consequences should engagement be
unsuccessful.

b. The Trustees conduct an annual Responsible Investment revi ew t o ensure the
being proactive in its engagement, highlighting any key issues.

4. Describe the role of those advising or assisting the Group Trustees with scheme governance
activities.

a. Hymans Robertson as Investment Advisers, Aon as Group Administrator
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5. Describe the processes the Group Trustees have established to satisfy themselves that the person
advising or assisting takes adequate steps to identify and assess any climate-related risks and
opportunities which are relevant to the matters on which they are advising or assisting.

a. N/A

6. Describe how the Group Trustees and any relevant sub-committees are informed about, assess and
manage climate-related risks and opportunities and the frequency at which these discussions take
place.

a. The Trustees conduct an annual Responsible Investment review and monitor key carbon metrics
for the pooled funds in which the Group invests on a quarterly basis.
7. Describe whether the Group Trustees questioned and, where appropriate, challenged the
information provided to them by others undertaking governance activities i or advising and
assisting with governance.

a. The Trustees consider reporting information provided by its investment manager, LGIM, and note
the managerds strong ESG credential s.
8. Describe the rationale for the time and resources the Group Trustees spent on the governance of
climate-related risks and opportunities.

a. N/A

9. Describe, in relation to those who undertake governance activities, or advise or assist with
governance of the scheme: (i) the kind of information provided to them by those persons about
their consideration of climate-related risks and opportunities faced by the scheme; and (ii) the
frequency with which this information is provided.

a. N/A

10. Describe the training opportunities the Group Trustees provided for their employees in relation to
climate change risks and opportunities. Where the Group Trustees identified skills gaps, they may
also describe whether they encouraged external advisers to provide training opportunities.

a. Group Trustees do not offer employee training. The Group Trustees do consider their own training
needs.

11. We would be grateful if the Group Trustees could provide a structural diagram showing which
groups of people or individual roles have responsibilities for governance of climate-related risks
and opportunities. This may include executive officers, in-house teams and/or third parties
engaged by the Group Trustees. No personal data needs to be included.

Sponsor

Scheme
members

Trustees
Investee
Fund managers gesmms ;
companies
Policies
Advisors
Beliefs
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1. Describe how the Group Trustees maintain oversight of climate-related risks and opportunities
which are relevant to the Group. Describe how the Group Trustees and any relevant sub-
committees are informed about, assess and manage climate-related risks and opportunities and the
frequency at which these discussions take place.

The RWE Group is split into two segregated Defined Benefit Sections, the RWE Section (c.£1.1bn of
assets) and the Innogy Section (c.£3.2bn of assets). Climate change matters are considered for each
Section separately, and for the Group as a whole. Both Sections are well funded on a low-risk basis and
have relatively low-risk investment strategies.

The Group Trusteesd overall mission is to meet the <c
income and capitalgrowthf r om assets and contributions from the e
Group Trustees hold a key belief that o6l nvesting [ Gr
overall mission [and] have currently identified climate change as the single biggest ESG risk and

opportunity and therefore believe it deserves ongoin

the Group Trustees also recognise that the Responsib
single theme and therefore monitor a variety of different areas as part of the RI decision-making

framework. As part of implementing this key belief, the Group Trustees maintain the following governance
documents:

Statement of Investment Principles i this document contains the high-level RI policies with a specific

focus on climate change. A copy of this statement can be found at the following link:
https://epa.towerswatson.com/doc/RWH/pdf/rwe-statement-of-investment-principles.pdf. The statement is
typically reviewed on an annual basis or following a

Responsible Investment Policy i Given the evolving nature of this area and the importance the Group

Trustees place on appropriately governing climate-related risks and opportunities, the Group Trustees have
established a separate RI Policy. This detailsthe Gr oup & s o0 v e r-ralated hisk and opgoftunitpa t e
management framework and sets out the strategic timeframes which guide the Group Trustees in

assessing these risks and opportunities. This includes an overarching goal to reduce the Green House Gas
(AGHGO) footprint (Scope 1 and 2 emissions) of the G
government-related and derivative assets) by 50% by 2030 and to net-zero by 2050 or sooner. This is

reviewed annually.

Implementation Statement 1 More broadly, the Group Trustees also report on activities relating to voting
and engagement in the area of <c¢climate change in the
provides some more specific informatiomas.on the Group

2. Describe the roles of those undertaking scheme governance activities, in identifying, assessing
and managing climate-related risks and opportunities relevant to those activities. Describe the
rationale for the time and resources the Group Trustees spent on the governance of climate-related
risks and opportunities.

Al t hough the Group Trustees del egate certain aspects
climate mission, ultimate responsibility remains with the Group Trustees. The key roles are:

a. Full Group Trusteesi Ul t i mately responsible for setting and
and climate change policy. This is reviewed at least annually, and updates are provided on
progress in the area of climate change at each quarterly meeting during the year. An annual review
of activities is also conducted, and the Full Group Trustees have sight of the minutes and papers of
all sub-committee meetings related to climate change in order to assess the quality of the work
completed.

b. Responsible Investment Committee i The Group Trustees delegate some of the key

implementation aspects of the overarching climate change policy to the Responsible Investment
Commi ttee (ARI Ceéeommiteehofthe Broup Jrusteesswotiking in collaboration with
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a representative of the principal employers (RWE

c. Generation UK Plc for the RWE Section and RWE Swindon Renewables for the Innogy Section)
(collectively referred to as the fiSponsoro). The
of the RIC. These include theday-to-d ay i mpl ement ati on of the Group
focus on evolving the Groupds st r atelatgdirisksamchd moni f
opportunities over time. The RIC met four times during the scheme year, the Group Trustees
deemed this frequency of meetings appropriate in order to efficiently manage all workstreams in
relation to RI, and in order to stay on top of developing governance requirements, such as TCFD
reporting. The RIC reports its activities to the Full Group Trustees via regular updates at meetings
and by making the minutes from RIC meetings available to the Group Trustees.

d. Other Committees i Although the Full Group Trustees and the RIC are the two primary bodies
setting, and implementing,the Gr oup Trusteesd® approach to climate
involved. The Risk Committee for exampl e ;relatedi nt ai
risks and opportunities with established controls and monitoring points throughout the year. The
Member Communications Sub-Co mmi tt ee considers how the Group
appropriately communicated to members and external third parties. This reflects the holistic

approach to the climate-related risks and opportunities taken bythe Grou p 6 s vari ous sub
committees.

The Group Trustees also have an engaged and collaborative relationship with the Sponsor, who is involved
in the discussions on the Group Trusteesd6 approach t

3. Describe the role of those advising or assisting the Group Trustees with scheme governance
activities. Describe the processes the Group Trustees have established to satisfy themselves that
the person advising or assisting takes adequate steps to identify and assess any climate-related
risks and opportunities which are relevant to the matters on which they are advising or assisting.
Describe the processes the Group Trustees have established to satisfy themselves that those
undertaking scheme governance activities take adequate steps to identify, assess and manage
those risks and opportunities.

In order to enhance the Group Trusteesd approach to
with and, where they consider it appropriate, delegate activities to the following third parties:

Investment Adviser i The Investment Adviser is responsible for advising the Group Trustees on the
overall strategic climate change policy and assisting them in implementing and monitoring this strategy.
This includes advising on suitable climate-related investment opportunities as well as the appropriate
climate metrics to assist with appropriately managing and monitoring climate-related risks and
opportunities. The Investment Adviser is present at all RIC meetings. The Group Trustees have set the
Investment Adviser an objective in the area of climate change and assess progress against this objective
annually, as well as conducting a more in-depth overall quinquennial review.

Covenant Adviser i As the Sponsor is engaged in the energy industry, climate change is a key factor to

the overall covenant assessment on an ongoing basis. The Covenant Adviser, therefore, provides input as
part of the Group Trusteesd climate change scenari o
climate-related risks and opportunities. The Group Trustees assess the work completed as part of the

adviser review process which was recently conducted and will continue to be completed on a quinquennial

basis.

Scheme Actuary i The Scheme Actuary provides strategic advice to the Group Trustees as well as
providing input into the assessment of honmlatedoigkasst t
and opportunities as part of the Groupbs climate ch
followed is the same as that outlined for the Covenant Adviser.

h
a

Investment managers i The investment managers provide the investment vehicles, and asset
management services, to assist the Group Trustees with implementing their investment strategy as well as
undertaking stewardshipact i vi ti es (voting and engagement) on the

with the assistance of their I nvestment Adviser, rev
approach to incorporating climate change into their asset management, along with their voting and
engagement policies and activities. The Group Truste
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and RI policies ahead of any decision to appoint the manager. The Group Trustees have engaged, and will
continue to engage, withthe Gr oup 6s current investment managers to
consider there are shortcomings.

4. Describe whether the Group Trustees questioned and, where appropriate, challenged the
information provided to them by others undertaking governance activities i or advising and
assisting with governance.

As referenced, the Group Trustees conducted a detailed adviser review which covered all advisers outlined

in the governance diagram in our response to question 7. A key point of questioning and challenge as part

of this, was the work each adviser had provided in the area of climate change and RI. The rigorous process
undertaken did not result in any changes in appointments but reassured the Group Trustees in the quality

of advice being received in the area of climate change. In addition to the aforementioned adviser review,

the Group Trustees ensure that sufficient time is allowed for during meetings at which advice is provided,

so that they are abl e to chalgbimgmasis, ifitihdeemédnecegsatys advi s

As mentioned in the Metrics and the Targets sections of the TCFD report, the Group Trustees engaged
with a number of the underlying investment managers on their approach to collating climate change data,
and also the level of resources that they were dedicating to stewardship on climate change. The Group
Trustees continue to monitor the progress of these managers and will take action as they consider
necessary. By way of example, the Group Trustees challenged one investment manager on the GHG
footprint of its portfolio and sought a detailed explanation as to the GHG footprint attributed to the holdings
within that portfolio. The Group Trustees will be closely monitoring how, going forward, the manager
engages and votes on matters raised at the AGMs of the relevant companies held in that portfolio.

5. Describe, in relation to those who undertake governance activities, or advise or assist with
governance of the scheme: (i) the kind of information provided to them by those persons about
their consideration of climate-related risks and opportunities faced by the scheme; and (ii) the
frequency with which this information is provided.

As mentioned in the Risk Management section of this report, the Group Trustees have a holistic approach
to climate change, so the majority of information re
more specific information is received during the year, including:

Detailed annual RI revi ews cover i acl, and stewardshipreetivities ima n a g
the area of climate change, as well as a bottom-up security-level analysis of the climate metrics of the
Groupbs specific investments.

Top-down assessment of climate change scenario analysis testing the robustness ofthe Gr oup dés f undi
strategy. Although notre-<d one t hi s year, the results of I|-ast year
considered, in line with government guidance.

Quarterly portfolio asset class deep dives which cover the climate credentials, risks, and opportunities of
each part of the portfolio.

6. Describe the training opportunities the Group Trustees provided for their employees in relation to
climate change risks and opportunities. Where the Group Trustees identified skills gaps, they may
also describe whether they encouraged external advisers to provide training opportunities.

A key part of the Group Trusteesd policy is ensuring
knowledge in the areas of Rl and climate change. In line with this, all new Group Trustees are provided

with training on RI and climate change. This is facilitated by the Investment Adviser. On an ongoing basis,

all Group Trustees receive the following:

An annual update on RI from the RIC, providing an in-depth overview of the output of the meetings, the
annual review of policies, and the activities being
investment managers and detailed climate metric monitoring.

Quarterly O6hot topicsd updatrewwht ewar dvkirpthei gamc e
TCFD Statements, and DWP climate regulations.
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Quarterly updates from RIC meetings, which covered a summary of activities such as:

a. Climate-related investment manager engagements, encouraging greater efforts on data provision,
and larger focus on stewardship activities.

b. TCFD Statement progress
c. a detailed review of the Groupbs equity portfoli ¢
d. In addition to this, members of the RIC were involved in:

Detailed climate metrics training, including the evolution of new, more sophisticated, metrics to assess
climate-related risks and opportunities.

An in-depth review of the universe of climate index solutions
Ongoing education on the recommendations of the TCFD and the new climate regulations
Continued regular knowledge sharing amongst the RIC, including various updates on TPR climate
guidance, the Task Force for Nature-r el at ed Financi al Disclosures (ATNFI
guidance from the OECD.
7. We would be grateful if the Group Trustees could provide a structural diagram showing which
groups of people or individual roles have responsibilities for governance of climate-related risks
and opportunities. This may include executive officers, in-house teams and/or third parties

engaged by the Group Trustees. No personal data needs to be included.

The Group Trusteesbd6 climate governance framework is

Key climate related governance documents

Statement of Responsible Investment LD (R Integrated Risk
Investment Principles Polic T C Management
y Framework Framework

Investment Consultant Risk R " Business Plan RIC Terms of
Objectives i R Reference

Group Trustee governance

/ Trustee Board \
) Investment Responsible Rules and Member
Risk ) - ) N
Committes Implementation Investment Administration Communications
Committee Committee Committee Sub-Committee
Company
\ | —l_.i Primary climate responsibility Secondary climate responsibilityl /

Advisers and Delegates

Investment Communications Scheme Covenant Legal Investment
Adviser adviser Actuary adviser adviser Managers
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1. Describe how the Group Trustees maintain oversight of climate-related risks and opportunities
which are relevant to the Group.

The Group Trustee recognises climate-related risks and opportunities (CRRO) as a key factor to be
considered alongside other ESG topics, including corporate governance, human rights, labour and
environmental standards. The Trustee believes that CRRO, along with other ESG factors, can have an
impact on financial performance. Accordingly, the Trustee places importance on spending time and
resources on its governance of CRRO in relation to the Group. The responsibility for investment strategy,
decision-making and governance for the Group rests with the Trustee. It therefore maintains strategic
oversight and is ultimately responsible for CRRO within the Group.

At present, CRRO is handled at regular Trustee meetings. The Trustee maintains oversight of key
management stakeholders to ensure the stakeholders fulfil their responsibilities of assessing and managing
CRRO. The Trustee obtains strategic investment advice from its appointed Fiduciary Manager (SEI

Investments (Europe) Ltd), includingadvi ce i n relation to the Trusteeds
obtains investment advice from the same Fiduciary Manager at a more granular level, e.g., on the range of
investments.

SEI became Fiduciary Manager to the Group in Q1 2023. The Group Trustee delegates responsibility for
investment stewardship (including voting and engagement) to its Fiduciary Manager (and certain selected
Investment Managers where funds are directly held). The Trustee receives regular reports to satisfy itself

that stewardship is consistently applied in Iine with
fiduciary duty is to incorporate the climate risk-related reporting it receives from SEI into its investment
decisions, to manage investmentriskandenhance portfolio returns for the

assets are invested. The Trustee considers these factors to be financially material over a period of at least
50 years, this being the length of time it would take for the vast majority of members to begin receiving a
pension. Considering its approach to CRRO and ESG more widely, the Trustee believes shareholder
engagement is a necessary tool for affecting positive change. When considering climate change,
companies in all sectors will face risks and opportunities, and investors have a significant role to play in
influencing how companies prepare themselves to manage those risks and take advantage of any
opportunities. The Trustee believes that continuing to proactively engage with the senior management of
corporations on CRRO issues is the best way to enact meaningful and sustainable change and address
both risks and opportunities, including CRRO, in the portfolio.

2. Describe the roles of those undertaking scheme governance activities, in identifying, assessing
and managing climate-related risks and opportunities relevant to those activities.

Fiduciary Manager

The responsibility for training the Trustee on inves
strategy, and advising the Trustee on key aspects of CRRO governance (e.g., metrics and targets,

scenario analysis etc.) rests with the Fiduciary Manager. The Fiduciary Manager advises the Trustee when

choosing climate-related metrics/targets (which are both reportable and achievable for the funds used) on

at least an annual basis.

Shareholder voting is used in conjunction with engagement efforts to affect meaningful change in corporate
behaviour. SEl, as Fiduciary Manager, uses a proxy voting service (Glass Lewis) for all of its UCITs funds,
which brings consistency and high standards to the proxy research and voting decisions that are made in
relation to the Groupdbds assets.

The Trustee is a strong advocate of investment stewardship as an effective way to enact change and
ensure companies in the portfolio are adequately managing CRRO. SEI employs a third-party vendor,
Sustainalytics, to assist with shareholder engagement, and Columbia Threadneedle (formerly BMO), a
specialist climate engagement service provider.
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Group Actuary

The Trustee takes advice from the Group Actuary and the Fiduciary Manager regarding the extent to which
climate change may affect the funding position of the Group. The Trustee has asked the Group Actuary

and Fiduciary Manager to consider (for future iterations of this report) the impact that climate change could
have on the Groupbés assets and I|liabilities over key

3. Describe the processes the Group Trustees have established to satisfy themselves that those
undertaking scheme governance activities take adequate steps to identify, assess and manage
those risks and opportunities.

The Trustee Board meets quarterly and collaborates with Scheme advisors, including the Group Actuary
and the Fiduciary Manager, to seek appropriate advice on their climate change responsibilities. The
Trustee holds the ultimate responsibility for overseeing all strategic matters concerning the Scheme,
including establishing the governance and management framework for environmental, social, and
governance (ESG) considerations as well as climate-related risks and opportunities. The Trustee has
engaged in discussions and reached an agreement on their beliefs and approach to managing climate
change risk. These details are periodically reviewed by the Trustee.

The Trustee holds the ultimate responsibility for making significant decisions related to climate change and
complying with TCFD (Task Force on Climate-related Financial Disclosures) disclosure requirements. To
help inform its appraisal of those undertaking scheme governance activities and the steps they are taking
to identify, assess and manage CRROs, the Group Trustee:

A Meets with key stakeholders each quarter to discuss CRROs and other climate-related issues
impacting the Scheme.

A Reviews the quarterly investment reports provided by the Fiduciary Manager, SEI, which contain a
summary of SEI &6s i n\e, srigagement ans prexywatng) activitigs foi( the
quarter

A Undergoes regular training, at least annually, and more frequently if needed, on climate-related
issues (run by the Fiduciary Manager/Group Actuary/external organisations) to ensure its
knowledge of such issues is up-to-date.

A Actively monitors forthcoming rules, regulations and guidance from the Pensions Regulator and
other relevant organizations.

4. Describe the role of those advising or assisting the Group Trustees with scheme governance
activities.

See 2.

5. Describe the processes the Group Trustees have established to satisfy themselves that the person
advising or assisting takes adequate steps to identify and assess any climate-related risks and
opportunities which are relevant to the matters on which they are advising or assisting.

The Trustee engages with its advisors on climate change considerations as required and is satisfied they
have taken adequate steps to identify and assess relevant climate-related risks and opportunities. The
Trustee has engaged with the Group Actuary and the Fiduciary Manager to obtain and analyse portfolio
level carbon data and Climate VaR analysis. To help inform its appraisal of its advisors and the steps they
are taking to identify and assess any CRROs relevant to the matters on which they are advising or
assisting, the Group Trustee:

A Meets with its advisors each quarter to discuss CRROs and other climate-related issues impacting
the Scheme.
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A Reviews the quarterly investment reports provided by the Fiduciary Manager, SEI, which contain a
summary of SEI 6s i n\e, ergagement ans prexywatng) activitigs foi( the
quarter

A Undergoes regular training, at least annually, and more frequently if needed, on climate-related
issues (run by the Fiduciary Manager/Group Actuary/external organisations) to ensure its
knowledge of such issues is up-to-date.

A Actively monitors forthcoming rules, and regulations and guidance from the Pensions Regulator
and other relevant organizations.

6. Describe how the Group Trustees and any relevant sub-committees are informed about, assess and
manage climate-related risks and opportunities and the frequency at which these discussions take
place.

The Group Trustee receives quarterly investment reports which include proxy voting and shareholder

engagement data pertaining to the Group, as well as engagement case studies. This information helps

facilitate discussion between the Fiduciary Manager and the Trustee relating to the identification and
assessment of CRRO. The Trustee relies upon the Fid
in the context of the Group as a whole; this assessment then lends itself to determining how the identified
risks/opportunities should be managed. Quarterly discussion is typically (and has been) sufficient for the
aforementioned purposes, but in the event of a new risk or opportunity emerging, the Fiduciary Manager

would contact the Trustee on an ad hoc basis.

7. Describe whether the Group Trustees questioned and, where appropriate, challenged the
information provided to them by others undertaking governance activities i or advising and
assisting with governance.

No examples of such. SEI was only appointed Fiduciary Manager to the Group in Q1 2023.

8. Describe the rationale for the time and resources the Group Trustees spent on the governance of
climate-related risks and opportunities.

The Group Trustee believes that CRRO present a material risk to the investment performance of the

Groupbs assets over the probable investment horizon,
the short and medium term, whilst the physical impacts of climate change are more likely to play out over

the medium and long term. The Group Trustee therefore believes it is sensible to devote time and

resources to the governance of CRRO, with certain responsibilities delegated to key stakeholders, as set

out above (see 2.).

9. Describe, in relation to those who undertake governance activities, or advise or assist with
governance of the scheme: (i) the kind of information provided to them by those persons about
their consideration of climate-related risks and opportunities faced by the scheme; and (ii) the
frequency with which this information is provided.

As Fiduciary Manager, SEI provides the Group Trustee with quarterly investment reports which include
proxy voting and shareholder engagement data pertaining to the Group, as well as engagement case
studies.

SEI also runs training sessions for the Trustee, at least annually, covering the TCFD framework, best-
practice for alignment with this framework, good CRRO governance, climate metrics/targets and scenario
modelling, proxy voting and shareholder engagement.

SElI assists with the publication of the Groupbés annu
Trustee.
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10. Describe the training opportunities the Group Trustees provided for their employees in relation to
climate change risks and opportunities. Where the Group Trustees identified skills gaps, they may
also describe whether they encouraged external advisers to provide training opportunities.

N/A. There are no active members in the Scheme.

11. We would be grateful if the Group Trustees could provide a structural diagram showing which
groups of people or individual roles have responsibilities for governance of climate-related risks
and opportunities. This may include executive officers, in-house teams and/or third parties
engaged by the Group Trustees. No personal data needs to be included.

n/ai The Group Trustee delegates the majority of the responsibilities for governance of climate-related
risks and opportunities to SEI, the Groupds Fiduciar

41957020326.1



The Groupds Responsible I nvestment (RI) policy covers br
the whole ESG spectrum. However, this does include climate change and the Group Trustee gives climate change

due consideration given its financial materiality. While TCFD focuses on climate change, the relevant sections in

the Groupds RI policy may instead refer to ESG/RI consic

Governance Disclosure 1: Descr i-eltedtriske T r
and opportunities

The Group Trustee has undertaken training on climate change, specifically in relation to meeting the TCFD
requirements and on how the existing LGIM Buy -@wBllaient air
during the year. The Group Trustee has also undertaken training in previous scheme years in relation to both

TCFD and wider ESG topics. Further training will be undertaken as required in order to maintain the Group
Trusteesd6 knowledge and under st antdeiGnogp. of the topic and |

The Group Trustee has a set of Responsible Investment (RI) beliefs in place for the Group, which include climate-
related beliefs. These beliefs are documented in the Groc
of Investment Principles. The Group Trustee plans to review these beliefs at a high-level on an annual basis, with a

more in-depth review being undertaken on a three-year basis.

The Group Trusteeds RI pol i cy o u-telhtédrissuss ahdipmvidesrfurthepdetails a p p r ¢
on oversight of climate risks and opportunities. The policy also sets out roles and responsibilities relating to climate-
related issues and how these are brought to the Gragup Tr
al |l regul atory requirements are met and that the Groupos
management of all ESG related risks.

The Groupds RI policy considers the whole ESG s pGeoop r um.
Trustee gives climate change due consideration given its financial materiality. Within this report, reference is made
to climate change, however relevant sections in the RI policy may instead refer to ESG more broadly.

In fulfilling its duties, the Group Trustee delegates certain responsibilities to other parties.

The parties with a role in the Groupds management , how t
management of climate related risks and opportunities into that role and the methods the Group Trustee uses to

assess each party is set out in this document and in the section below. Group Trustee effectiveness reviews are

carried out regularly, which include assessment of the governance structures in place.

There are anumber ofrespons i bi | i ti es delegated to the investment man
managers are monitored on an ongoing basis by the Group
assists with the ongoing monitoring of the investment managers, including rating the approach of the managers

with respect to climate related issues. Further details on these responsibilities are also included under Governance
disclosure 2.

The Group Trustee maintains oversight of ESG-related risks and opportunities which are relevant to the Group

through the governance processes in place. The Group Trustee maintains a governance document, which records

the current structure, the partiesinvol ved i n the Groupds management and thei
managing climate-related risks and opportunities. The governance structure and relationship between the

respective parties within the Group are set out in this document and the section below.

The Groupds sponsor, SSE, mai ntains its own climate char
mai ntains an ongoing dialogue with the Sponsor to ensur e
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area. The Group Trustee ensures those issues relevant to the Group are considered where appropriate and aim to

ensure synergy between the Group and Sponsords approach

The current governance structure of the Group and key relationships is illustrated in the chart below.

Regulations Sponsor

Group Trustee Board

Scheme members

Pdicies and beliefs

Advisors

y

Investment managers

The Group Trustee have a dedicated section at each quarterly Investment Meeting which facilities the necessary

and appropriate discussion with regards to RI considerat
above, the Group Trustee delegates certain responsibilit
managers).

Governance Disclosure 2: Descri be manage
managing climate related risks and opportunities

There are a number of parties with a role in the Groupos
assessment and management of responsible investment, and in particular climate related risks and opportunities.

These parties and their rol e i n-rdlateegiss@s, maudidgshe asgessment | appr

and management of climate risks and opportunities, is set out below alongside the methods that the Group Trustee

uses to assess each party. Ultimately, the Group Trustee has ownership of Group wide decisions. The Group

Trustee however relies on input from its advisors and investment managers to assist with assessing and managing

climate related risks and opportunities at the Group wide level. The Group Trustee has delegated responsibility to

the Group's investment managers to assess and manage climate related risks and opportunities on a day-to-day
basisforthei r respective portfolios that they manage on the G

I't is also noted within the Groupbés RI policy those indi
advisors) that have oversight, accountability and manage responsibilities for climate-related risks.

Additionally, the Group Trustee maintain ongoing dialogue with the Group Sponsor, including regular updates
provided by a Sponsor representative at Group Trustee me
to climate-related issues to ensure those relevant to the Group are considered where appropriate and ensure
synergy between the Group and Sponsords approach to clir

The Group Trustee

The Group Trustee has ownership of the overalli nvest ment strategy, including the
RI Policy. The Group Trustee is expected to incorporate
assets, identifying and managing ESG related risks and opportunities in all areas including asset allocation

deci sions, manager appointments and its monitoring of tfF

the Group Trustee aims to:
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A Act in |line with the beliefs and prindidypl es set out
A Continue to progress towards becoming more active in all areas of RI.

A Meet the requirements of the new climate related regulations that came into force from October 2022.

In-house Pensions Team

The In-house SSE Pensions Team support the Group Trustee in the arranging of meetings and taking forward
agreed actions between meetings. The Pensions Team also has responsibility to ensure appropriate levels of
resource to complete all Rl associated requirements, including TCFD reporting.

Investment Advisors

The Groupds investment advisors, Hymans Robertson, are r
climate related risks and opportunities are embedded into all investment decisions. They provide advice and

training to the Group Trustee regarding regulatory requirements and are expected to incorporate climate

considerations into any advice regarding any strategy changes or manager appointment.

The Group Trustee has set objectives for its Investment Advisor which include objectives relatingto t he advi s o
support in all Rl considerations. The Investment Advisor is assessed against these objectives annually and the
objectives themselves are assessed regularly to ensure they remain appropriate.

Actuarial Advisors

The Groupds A tAanaareiresponsible faridentfying any climate considerations which should be
incorporated into the Groupébés funding strategy (both shc
management plan. This will include the setting of individual financial and demographic assumptions.

Covenant Advisors

The Group Trusteeds assessment of the covenant of the srg
with the Company as well as formal covenant reviews undertaken by Penfida. Penfida (and the Principal Employer

as outlined above), within their reviews, are responsible for identifying any climate considerations which should be
incorporated into the Groupods strategic discussions and

Investment Managers

The Groupds invest ment ma mdegdaasmonsible fer, irdegratiagcES@ cbnsidarationg n d
including climate change, to the extent possible, into t
Groupbs investment managers are expected tpovidpupdatesal e f r ec
the quarterly manager meetings.

On the appointment of any new manager, the Group Trust ece
assistance from their I nvestment Advisor, to @Greuper mi ne i
Trusteeds RI Policy. Once appointed, the Group Trustee n
manager 6s RI processes and policy and chall enges manager

The Group Trustee also liaises with the investment managers in relation to Rl matters, as required. The Group
Trustee maintains a record which is updated based on information provided by and discussions held with the
investment managers during Group Trustee meetings.
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Organisational Overview: UK Power Networks Group

UK Power Networks Group (6the Groupd) is part of -widee EI ¢
pension scheme formed when the UK electricity industry was privatised in 1990. The ESPS has 24 separate

actuarially independent sections (one of which is UK Power Networks Group), each of which has its own assets to

fund the benefits of its members.

The Group operates for the sole purpose of providing retirement benefits and death benefits to eligible participants
and beneficiaries. It is principally a defined benefit pension arrangement. Membership has been closed to new
employees since March 1994.

The Groupds strategic objective is to work withatth# K Power
Group is run properly, and that benefits are paid as promised.

The Group had £3,163 million in assets under management as at 31 March 2023. It delegates day-to-day

invest ment decisions and asset al |l oc artthe @utsourced CRiecfac k Roc k (
Investment Officer (OCIO)). The Group retains responsibility for its strategic investment objective and for oversight

of the Fiduciary Manager, and has established robust governance, management, monitoring and review processes

to ensure that its assets are managed in line with this strategic objective.

What is OCIO?

Outsourced Chief Investment Officer (OCIO) is an arrangement where an asset owner outsources the investment
management decisions for their pool of assets to a third party. The third party, usually an investment firm, takes on
fiduciary responsibility, investment decisions, portfolio monitoring and other operational services from the asset
owner. In these arrangements, asset owners retain full authority over their asset allocation policy, and risk and
return objectives.

Governance And Management

An Overview of our Governance and Management Structure

The UK Power Networks Group Trustee (the Group Trustee) operates as a corporate trustee with a Board of
Directors. Broadly speaking, the Group Trustee retains decisions that are strategic in nature. The Group Trustee is

accountable for the management of its investment arrange
for managing risks t o tforensu@mgahatndestmenta areensanagee im ting with thel
Groupbdbs funding objectives. The Group Trustee is expect

parties undertaking governance activities (other than trustees) are taking steps to identify assess and manage
climate related risks and opportunities.

The Group Trustee has appointed BlackRock (the O6Fiduciar
the terms of the Fiduciary Management Beapean¢chen@roup Tristeh e A F N
and the Fiduciary Manager. The Fiduciary Manager is responsible for the selection of investments, including

ensuring investments are appropriately diversified and suitable for the Group. The Fiduciary Manager and any

underlying managers appointed by the Fiduciary Manager are also responsible for conducting stewardship, voting

and engagement activities in respect of the GroupOs asseEe
Principles (see below).

UK Power Networks Holdings provides an Executive function which is responsible for the day-to-day administration

of the Group. The Executiveds responsibilities include g
manage the Group, analysing and managing risks relevant to the Group, managing relationships with employees

and beneficiaries, and complying with statutory accounting and reporting requirements. The Executive also

supports the Group Trustee through organising quarterly board meetings, preparing papers for these meetings and

reviewing the information provided by the Fiduciary Manager. The Executive comprises a Head of Pensions, a

Pensions Investment Manager and a humber of supporting administrative and management roles.
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Monitoring and Review

The Group Trustee meets at least quarterly to review investment performance and other aspects of how the
Fiduciary Manager is implementing the FMA. The Fiduciary Manager provides quarterly reports which include:

A Analysis of funding level performance over the period, including discussion of the economic environment,
invest ment mar ket factors and the Groupdbs portfolio

A Commentary on the risks being taken in the assets, including the outcome of stress testing or other

portfolio risk assessments.

Assessmentof funding |l evels versus the Groupds objective

Asset allocation analysis.

ESG metrics, including carbon emission figures. The ESG report includes aggregate and asset class level

reporting of ESG scores relative to an appropriate benchmark. The Group Trustee uses this to measure

how the overall Group assets are invested and to assess changes over time.

A Voting and cost disclosures, in line with relevant regulatory requirements.

> > >

In addition, the Fiduciary Manager provides the data and information necessary for compliance and inclusion in the
Group Trusteeds Annual Report and Financi al St atement s,
Report and the TCFD report.

With the assistance of the Executive, the Group Trustee monitors the performance of the Fiduciary Manager both
in terms of its investment performance and its performance against the terms set out in the FMA. A formal
assessment of the Fiduciary Manager against its objectives is undertaken on an annual basis.

Our Statement of Investment Principles

Our Statement of Investment Principles (SIP)* sets out our policies relating to a number of key investment matters.
These include, but are not limited to, the types of assets to be held on our behalf, the balance between different
kinds of investments, investment risks, the expected returns on investments, and our views on stewardship
including the extent to which the social, environmental and ethical factors are considered when selecting, retaining
and realising investments. The SIP also contains our investment beliefs which guide our strategic investment and
governance decisions. These include beliefs relating to the importance of environmental, social and governance
issues to our investments.

The SIP is reviewed every three years, with the next review scheduled for 2023. In addition, the SIP contains
provisions allowing it, if needed, to be altered after any significant changes in investment policy.

We also have a monitoring framework document setting out the clauses of the SIP and how compliance against
these clauses is to be monitored. We produce an annual Implementation Statement which outlines how, and the
extent to which, the policies relating to stewardship, voting and engagement as outlined in the SIP have been
followed>.

Our Environmental, Social and Corporate Governance Beliefs

We believet hat the Groupébés investment managers are best pl ac
good stewardship principles and the incorporation of ESG factors into investment decisions wherever it is
reasonably clear that doing so willadd valueto t he Groupbés investment strategy.

We believe that our active investment managers should consider ESG factors when making investment decisions.

For passive investments, we believe that an ESG-optimised index approach should be used instead of a traditional
market capitalisation approach where we have confidence that using the ESG-optimised approach will not detract
from our ability to meet our investment objectives. The Fiduciary Manager will be responsible for making this
assessment.

4 https://media.umbraco.io/uk-power-networks/3iulwzvw/ukpn-group-of-esps-2020-statement-of-investment-principles.pdf
5 Our latest Implementation Statement can be found at: https://www.ukpowernetworks.co.uk/about-us/uk-power-networks-
pension-arrangements/electricity-supply-pension-scheme
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T he Gr Edugad Manager is responsible for assessing and monitoring the investment managers with regards

to ESG considerations and will report on this to the Group Trustee at least quarterly.
Our Approach to Responsible Investment and Stewardship

We recognise that Environmental, Social and Governance (ESG) risks could impact our ability to meet our

investment objectives. We therefore seek to ensure that the Fiduciary Manager, alongside other investment risks,
integrates consideration of ESG risks throughout its investment decision making processes. Specifically, we require

the Fiduciary Manager to:

A Assess how all managers charged with managing Group assets integrate ESG risks considerations into the

selection, retention and realisation of investments. We expect this due diligence process to take place
before appointing any underlying investment manager.

A Seek consent from the Group Trustee before appointing an investment manager that has scored the lowest

ESG rating in the Fiduciary Mawokger 6s manager assess

A Review the adherence of managers charged with managing Group assets to their ESG principles as part of
its ongoing monitoring. We expect the Fiduciary Manager to report quarterly on key ESG metrics for these

underlying managers, and to aggregate these to portfolio level where appropriate.

A Report quarterly on its execution of the voting and engagement responsibilities set by the Group Trustee.
Where the Group invests in pooled funds, the Group Trustee recognises that the investment manager of

the pooled funds is responsible for exercising voting rights and reporting on how they have exercised those

rights.
A WhereUK-domi ciled investment managers are not signatori
consider the investment osifiomang,svhefesappromiate, epomthese fihdongs t hi s

to the Group Trustee.

We also recognise that stewardship can enhance value over the long term and that we have a responsibility to act

as a good steward and protect and grow the long-term value for the benefit of the members. We expect the
Fiduciary Manager to vote and engage with underlying investee companies, as part of an effective stewardship

approach that meets our expectations. We expect that the voting and engagement activities are carried out in the

best financial interests of the assets being managed. As part of this responsibility, the Fiduciary Manager is
expected to:

A Use reasonable efforts to obtain voting and/or stewardship policies of underlying or external managers charged

with managing Group assets.

A Ilnquire about underlying managero6s voting activity
A Request that underlying investment managers report on an annual basis a summary of the voting actions which

have been taken and any votes cast which differ from the stated voting policy of that manager.
A Provide a summary to the Group Trustee of the overall level of voting activity on an annual basis.

We engage with BlackRock to understand any reports which have been provided and challenge any outcomes
which they feel are not in keeping with policy. BlackRock is expected to engage with the underlying or external

managers as and when required to facilitate this. Where an underlying or external manager is not adhering to this

policyinline with the Trusteebs expectations, the Group
having regard to the long-term financial interests of the Group.

How We Integrate Climate Change into Our Governance And Management
Processes

Our Climate Mission Statement

UK Power Networks Group believes that the risks associated with climate change can have a significant, negative

impact on the investment returns of occupational pension schemes, and that climate change may also present
significant investment opportunities. We ask our fiduciary manager to consider climate change-related risks and
opportunities when making investment decisions. We are committed to establishing robust governance and

oversight processes to enable usto reviewthee f f ect i veness of the fiduciary
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We recognise the importance of climate change as an investment issue. Historically, we have managed climate
change as a part of the wider range of environmental, social and governance issues that are relevant to our
investment processes. In partnership with our Fiduciary Manager, we are currently developing our understanding of
climate data and have increased the range of data and metrics that are provided to us. Below we describe our
approach i in terms of governance and oversight, risk management, metrics and training i and how we expect this
evolve over time.

The Group Trustee has developed a Climate Related Risk Register, which rates risks over the short-term (1 year),
medium term (3-5 years) and long term (10 years). The Fiduciary Manager is expected to take into account these
risks in managing the portfolio. This Register also reflects potential opportunities which the Fiduciary Manager may
implement, subject to the constraints within the FMA.

Our Responsibilities

The Group Trustee has ultimate responsibility for our approach to climate change. The Group Trustee is
responsible for

A Defining our expectations of our Fiduciary Manager in relation to climate change,

A Engaging with the Fiduciary Manager to understand how climate risks are managed in their investment
approach.

A Reviewing the climate and other data provided by the Fiduciary Manager to ensure that climate-related
risks and opportunities are being effectively managed, within the context of our wider risk and return
requirements and consistent with our Statement of Investment Principles.

A Ensuring that we meet our climate-related reporting obligations.

To ensure that we can deliver these responsibilities, the Group Trustee receives training (see below) and we
require the Fiduciary Manager to provide us with the data and information we need to allow us to effectively
scrutinise and challenge their approach.

Training

The Group Trustee participates in the Pensions Management Instit ut e6s (PMI) Trustee Group
Professional Development (CPD) scheme. This scheme requires all trustees to complete 15 hours of relevant

trustee training per annum. The Group Trustee also organises a half-day trustee training each quarter. At least one

of these sessions focuses on investment topics, which may include some focus on ESG issues.

The Group Trustee has recognised the importance of builc
climate change, to ensure that trustees have the appropriate degree of knowledge and understanding of the

identification, assessment and management of risks from the effects of climate change and the opportunities from

climate change to support good decision-making.

In 2022, BlackRock provided the Group Trustee with training on TCFD scenario analysis, metrics and targets. The

aims were to develop trusteesd understanding of

A TCFD-related regulatory requirements.

A The specific metrics used by BlackRock to track and assess portfolio carbon performance, and how
BlackRock assesses the quality of the data underpinning these.

A How BlackRock undertakes scenario analysis modelling, and the different scenarios used by BlackRock.

A The limitations in data availability and quality, and in calculation methodologies

The Group Trustee will receive further training in July 2023 focusing on how it might use scenarios and metrics to
develop expectations of its Fiduciary Manager.
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Metrics and Monitoring
Since 2022, BlackRock has provided TCFD and climate change metrics to the Group annually. These include:

A Total portfolio carbon emissions.

A The portfolio carbon footprint.

A Scope 1 and 2 emissions by asset class, including information on data coverage (completeness) and data
quality. Since 2023, BlackRock has also provided data on Scope 3 emissions.

In 2022, the Group Trustee focused on developing its understanding of these data. In 2023, BlackRock will start to
provide analysis of trends in these data, which will allow the Group Trustee to track progress, both on portfolio
related emissions and on the implications of climate change for investment performance.

One of the Group Trusteebds conclusions from the data anc
is that there are limited data available for important areas of the market, e.g. private markets. These data limitations
constrain the boarddés ability to set performance or ot he

The Group Trustee has set a target to increase the data quality scores for scope 1, 2 and 3 emissions for the
overall portfolio to improve to at least 50% over the medium term (3-5 years).

Risk Management and Scenario Analysis

The Group Trustee has identified climate change as one c
overall risk management processes. As discussed above, all investment decisions, including decisions on how to
integrate climate into investment research and decision-making, have been delegated to BlackRock.

The FMA does not impose any obligations on BlackRock in terms of how it takes climate change into account in

investment research and decision-making. The FMA does require BlackRock to provides scenario analysis and

other data which allows the Group Trustee to understand the climate-related risks that its assets are exposed to.

BlackRock provides information on how different climate policy scenarios (net zero, delated action, current policies)

mi ght affect the Groupbs assets, l'iabilities, and fundir
prepared by BlackRock for the Group, including a discussion on how BlackRock integrates scenario analysis into

its investment decision-making).
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Investment Management (VLK), which has articulated an extensive Responsible Investment Policy to which the

Group Trustee has subscribed by appointi n g
a p pEnvirenmdnt (inctuding Climate Change risks), Social and Governance risks, specifically that it
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approach

the provision of specialised training and regular discussion of relevant climate-related topics as agenda items

during Group Trustee meetings. The Group Trustee oversees VLK as it seeks to implement a climate change risk

policy across the investments. To achieve this remit, VLK selects climate-related metrics (and, if appropriate,

associated exposure limits) that best align with the objectives of the Group Trustee. The climate-related metrics are
Sc h emeudps Tprruosg reeesdss woebrj sewcst itvhees .G Addi t
managers

used to

strategy
Trustee. The framework VLK use is to score all underlying external managers which will be used within the portfolio
on a Sustainability Spectrum, between 1 and 5. Levels 1 and 2 are not used within portfolios, and there is a strong

t he
used

tor
be

mo n i
to

wi t h

t he

Groupbobs

fund

commitment to, firstly, reducing the carbon intensity of investments to align with the targets set out in the Paris

agreement and, secondly, to increasing the use of fund in levels 4 and 5. The manager score is reviewed
periodically and VLK engages with the managers if a desirable change is identified.

VLK report to the Group Trustee on a quarterly basis. Climate Change risk is explicitly identified as a Group risk on
Register.

t he
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In this approach, the client is
an active owner with a clear
climate and stewardship policy
in place, and the investments
take ESG factors into
consideration with some
balance between risk, return,
cost and sustainability. ESG
integration is not a primary
driver of decision-making but
clients invest sustainably and
avoid harm. Active ownership
approach including
engagement and own voting

policy is actively encouraged.

Ri sk

In this ‘flavour’ client’s
intention is to contribute to
solutions to global

sustainability challenges such

as the Sustainable Develop-

ment Goals. The investments

drive positive real world
outcomes on clients’ behalf,

This tends to be in the form of

a thematic or SDG-aligned
investment approach, and
investee companies are
expected to drive a certain
proportion of revenues from

sustainability solutions.
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Recommended disclosure B: Descri be manac
manaqing climate related risks and opportunities.

The Group Trustee has delegated investment strategy responsibilities to its fiduciary manager, Van Lanschot

Kempen Investment Management (VLK). VLK is responsible for performing portfolio-level climate risk analysis of

the Schemeds al i gnumenTtr wsetreseudss tohbej eGertoi ves, recommendi ng
Trustee where it identifies climate risks (or the Groupté
as well as the implementation of the strategy adopted by the Group Trustee.

The Group Trustee has also delegated, via VLK, responsibility for the selection, engagement and realisation of

investments to the fund managers, within certain guidelines and restrictions. The Group Trustee requires its

appointed fund managers to be cognisant of climate change risks and opportunities within their investment

processes and manage climate-related risks on a discretionary basis as applied to the assets of the Group Trustee.

Fund managers are required to (at least) annually report on how these risks and opportunities have been

incorporated into the investment process, including descriptions of any engagement activity undertaken with
companies in their portfolios and qual it at withirrapplimaldep ons e s
guidelines and restrictions. In such circumstances that VLK feels a fund manager has failed to operate in line with

its climate-related objectives, it will engage with the fund manager (and potentially the benchmark provider in case

of passive funds) with the intention of providing feedback on agreed mitigating steps to the Group Trustee. Should
persistent engagement attempts fail to correct a fund me
objectives, VLK will undertake investment strategy and/or manager changes. VLK is expected to advise on, and

provide objective assessments of, differing approaches to responsible investment to help the Group Trustee decide
appropriate responsible investment objectives for the Group. This includes informing the Group Trustee of new

responsible investment opportunities or emerging risks, including different risk metrics. The Group Trustee annually
assesses the delivery of this advice usi ng lttnhGbjecivesnpet i t i
framework.
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1. Describe how the Group Trustees maintain oversight of climate-related risks and opportunities
which are relevant to the Group.

Introduction

The Group Trustee has ultimate responsibility for ensuring effective governance of climate-related risks
and opportunities.

The Trustee maintains a Statement of I nvestment Prin
objectives, policies, and our approach to risk management. The SIP also sets out how the Trustee
considers Environmental, Social and Governance (RAESG

investment governance. The SIP is reviewed as a minimum triennially, but typically annually, as well as
following any significant change in investment policy.

The Trustee also maintains an ESG Policy with furthe
The Trusteebds key beliefs on climate change and wide

A That a sustainable investment approach is more likely to create and preserve long-term investment
capital and, more specifically, that ESG factors can have a material impact on long-term risk and
return outcomes and should be integrated into the investment process.

A Good stewardship can create and preserve value for companies and markets as a whole, hence
having the potential to benefit members in the long term.

A Climate change poses a systemic risk, and accordingly the Trustee will consider the potential
financial impacts of both the associated transition to a low-carbon economy and the physical
impacts of different climate outcomes.

A Climate change, and other ESG matters, will affect more than just the asset portfolio. As such, the
Trustee views these factors through an integrated risk management lens, including investment,
funding, and covenant considerations.

Oversight

The Trustee maintains oversight of climate-related risks and opportunities which are relevant to the Group
in a number of ways, as outlined below.

A Ensuring that the Trustee Directors have sufficient knowledge and understanding of climate
change to fulfil their statutory and fiduciary obligations and are keeping this knowledge and
understanding up to date.

A Putting in place climate governance arrangements, and ensuring they remain appropriate and
effective.

A Considering how climate-r el at ed ri sks and opportunities might
over the short-, medium- and long-term, and ensuring climate factors are taken into account in any
strategic decisions relating to the funding arrangements.

A Incorporating climate-r e | at ed considerations into the Groupos

A Ensuring that the actuarial, investment, covenant and legal advisers have clearly defined
responsibilities in respect of climate change, and that they have adequate expertise and resources,
including time and staff, to carry these out.

A Setting climate-related objectives and considering climate change in the annual review of its
advisers.

2. Describe the roles of those undertaking scheme governance activities, in identifying, assessing
and managing climate-related risks and opportunities relevant to those activities.
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Alongside the Trustee, the following parties have key roles in relation to governance activities:
Investment Sub-Committee (ISC)
The 1 SCb6bs role includes (but is not | imited to):

A Incorporating climate-related considerations into strategic decisions relating to the investments.
A Ensuring that the investment managers are managing climate-related risks and opportunities in

relation to the Groupébés investments, and have ap|]
do this effectively.
A Selecting and regularly reviewing metrics to inf

management of climate-related risks and opportunities and monitoring targets to track and seek to
improve these metrics over time where appropriate (target setting responsibility sits with the full
Trustee Board, supported by the ISC).

A Working with advisers to identify new and emerging risks and opportunities in relation to climate
change.

While the ISC is necessarily investment-focused, the work of the ISC is undertaken within an integrated risk
management framework where funding and covenant issues are also considered. The Scheme Actuary
attends all ISC meetings in order to ensure a joined-up approach is taken.

Governance, Risk and Audit Sub-Committee (GRASC)

The GRASCO6s role in the context of c¢climate change in

A Reviewing the Trusteeds annual report and financi
Trustee Board, including consideration of the various statements included in the report and
financial statements, which includes the Engagement Policy Implementation Statement (covering
climate change matters, among other ESG topics).

A Reporting to the Trustee Board on a quarterly basis on key risks and the internal controls in place,
highlighting any areas for discussion or action.
reporting and risk management (see later disclosures in the Risk Management Section).

A Reviewing the trustee training programme for Trustee Directors and making recommendations to
the Trustee Board in this regard. This oversight helps the Trustee to ensure that training needs in
relation to climate change are met.

Joint Working Group (JWG)

The primary role of the JWG is to facilitate collaboration and discussion between the Trustee and the
Company on strategic matters.

While typically climate risk and opportunity management will sit with the ISC and the Trustee Board, the
JWG is a forum that plays a role in assisting with two-way communication between the Trustee and the
Company on climate matters.

The JWG will also identify and make recommendations
position dynamically and proactively, by a structured consideration of risk and reward, market performance
and any other relevant information, including climate change considerations.

ESG Sub-Group
From time-to-time the Trustee has put in place an ESG Sub-Group to assist the Trustee Board and its Sub-
Committees in fulfilling its oversight responsibilities with regard to ESG matters, including climate change.

Decision-making on ESG matters will continue to sit with the Trustee Board and the relevant Sub-
Committees.
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The ESG Sub-Gr oupébés remit includes:

A Overseeing the timeline and deadlines associated with TCFD reporting, where required.

A Co-ordinating (where relevant) the four strands of TCFD reporting (governance, strategy, risk
management, metrics & targets) to ensure that each aspect is addressed by the appropriate Sub-
Committee or the Board.

A Ensuring consistency, where relevant, in the approach taken on ESG matters across various
pension arrangements within the United Utilities Group.

A Identifying risks, issues, opportunities, agenda points, training needs, and opportunities to be
addressed by t-GommiGeesoutheBoardS u b

For the avoidance of doubt, the ESG Sub-Group is not expected to make decisions on Scheme policies,
investment strategy, or governance arrangements but will make recommendations to the appropriate
executive committee from time to time.

Investment Managers

The Trustee has delegated day to day management of the assets to its investment managers, who operate
under guidelines agreed with the Trustee.

The selected managers have discretion i within the mandate terms i to evaluate ESG factors, including
climate change, and to exercise stewardship obligations attached to the assets. The Trustee expects its
investment managers to undertake the following activities:

A Identify, assess, and manage climate-related risks and opportunities in relation to Group
investments, in line with arrangements agreed with the Trustee.

A Exercise rights (including any voting rights) attached to the investments, and to undertake
engagement activities in respect of those investments, in relation to climate-related risks and
opportunities that seek to improve long-term financial outcomes.

A Report on stewardship activities and outcomes in relation to the investments.

A Provide information to the Trustee, the ISC, and its advisers on climate-related metrics, as agreed
from time to time, and use its influence with investee companies and other parties to improve the
quality and availability of these metrics over time.

3. Describe the processes the Group Trustees have established to satisfy themselves that those
undertaking scheme governance activities take adequate steps to identify, assess and manage
those risks and opportunities.

See also the response to question 5 in this section.

The Trustee expects its advisers and investment managers to act with integrity and diligence in fulfilling the
set objectives and uses meetings with these parties to assess and challenge them. Where relevant, this
includes discussion of the steps taken to identify and assess any climate-related risks and opportunities.

The approach of the investment consultant to climate change and how it is integrated into its advice and
services is assessed as part of the annual adviser monitoring process. The Trustee sets its investment
consultant strategic objectives, including objectives related to ESG and climate change competency. These
objectives are reviewed annually, and the investment consultant is also formally assessed against these
objectives annually.

4. Describe the role of those advising or assisting the Group Trustees with scheme governance
activities.

The summary below covers climate change governance.
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Investment Adviser

A Advises on investment arrangements, taking into account climate risk, supported through the
provision of climate scenario analysis.

A Advises on the choice of climate-related metrics and targets.

A Advises on investment manager selection, taking i
investment beliefs, and climate-related considerations.

A Supports the Trustee with stewardship activities, which may be related to climate change, such as
monitoring and reporting on voting and engagement activities of the invested assets and assisting
with the preparation of the annual Engagement Policy Implementation Statement.

A Advises on the preparation of the SIP, including the climate change related policies within the SIP.

A Monitors investment managers through the use of ESG ratings and relevant climate-related
targets, as agreed with the ISC.

A Liaises with investment managers and other professional advisers to provide training to the
Trustee and ISC on climate change, as appropriate.

A Assists the Trustee in producing the annual TCFD disclosures.

Scheme Actuary

Advises on the funding position including an understanding of the potential funding impact resulting from

changes to financial or demographic assumptions driven by climate change, for example the impact on

longevity.

Advi ses on the funding strategyds robustness to cli ma

Covenant Adviser

A Assesses the Sponsorods ability and willingness t
A Climate-related exposures are considered alongside other factors that could have an impact on the
strength of the Sponsorés covenant .
A This includes assessment of climate related risks to the covenant, including consideration of
potential future climate scenarios and how the covenant may be affected.

5. Describe the processes the Group Trustees have established to satisfy themselves that the person
advising or assisting takes adequate steps to identify and assess any climate-related risks and
opportunities which are relevant to the matters on which they are advising or assisting.

See also the response to question 3 in this section.

The Trustee is advised by professional independent advisers rather than a single individual, and it is the
collective experience, skills, and knowledge of the entire adviser team (and the firms they work for) that is
important to the Trustee.

Specifically in relation to the investment adviser, Mercer, the firm is a founding member of the Investment
Consultants Sustainability Working Group (ICSWG), which aims to improve sustainable investment
practices across theinvest ment i ndustry. Mercer have completed as:
competencyo using the |1 CSWG framework which covers:

Firm-wide climate expertise and commitment

Individual consultant climate expertise

Tools and software

Thought leadership and policy advocacy.

Assessment of investment managers and engagement with them.

> > > >

Further information on this assessment is available on request.
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The Groupds | ead investment adviser sits e®iskGrobpe Asso
and was part of the Institute and Faculty of Actuari
developed a qualification for actuaries in relation to sustainability and climate change.

6. Describe how the Group Trustees and any relevant sub-committees are informed about, assess and
manage climate-related risks and opportunities and the frequency at which these discussions take
place.

The Trustee and relevant sub-committees ensure they are informed about, assess, and manage climate-
related risks and opportunities by incorporating various activities into the annual business plan.

The Trustee and the ISC convene at least once per quarter to discuss and make decisions regarding
various topics. As part of the work surrounding these meetings, the Trustee and ISC allocate time and
resources to meeting their obligations on climate change governance and reporting.

A summary of items reviewed by the Trustee and the relevant sub-committees, including their frequency, is
set out below.

At its quarterly meetings, the ISC will receive and review:

A Updates on the Groupbés investments from the inve:
awarded to the investment managers and any changes to these.

A The ESG project plan, which outlines the main topics due to be carried out, including climate-
related topics.

A The investment adviserdés filnvestment Current Topi
climate change, such as changes in regulations, and emerging risk areas such as biodiversity.

A Investment related sections of the risk register, including climate change risks.
At least annually, the ISC will review:

A Data on climate metrics for the investments from its investment managers, and performance
against any targets set in relation to these metrics.

A Whether to retain or replace any targets set in relation to these metrics.

A Voting and engagement summaries relating to the investments, and details of any significant votes
or engagement activities conducted by the invest:
on climate change issues.

At least annually, the Trustee Board will review:
A The governance arrangements in relation to climate change.

A The full risk register, which incorporates climate-related risks and opportunities, following review by
the sub-committees and advisers.

A The Tr usdstmendbeliefs and investment policies in relation to climate change.

A The advisersd climate competency including asses:
climate responsibilities.

A Assessment of the covenant, and any climate-related influences on covenant strength.

Other less frequent reviews

A Climate-related factors are considered as part of:
A Actuarial valuations i at least once every three years.

A Review of the investment strategy i as required, but at least once every three years in conjunction
with the actuarial valuation.

A Additional Voluntary Contribution (AVC) reviews i at least once every three years.
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7. Describe whether the Group Trustees questioned and, where appropriate, challenged the
information provided to them by others undertaking governance activities i or advising and
assisting with governance.

The Trustee takes a proactive and inquisitive approach to working with its advisers and investment
managers, and will challenge views presented in order to ensure that the advice provided to the Trustee
and its sub-committees will facilitate effective and efficient decision-making.

The Trustee has also established annual reviews of its advisers (discussed without the advisers present) in
order to be able to have open discussions regarding the performance of the advisers.

8. Describe the rationale for the time and resources the Group Trustees spent on the governance of
climate-related risks and opportunities.

The Chair of the Trustee Board, with support from the Chair of the ISC, is responsible for ensuring that
sufficient time is allocated for consideration and discussion of climate matters by the Trustee and its
advisers.

The Trustee Board and ISC, as part of the regular meeting schedule, will allocate agenda time to climate
change, amongst other ESG matters.

During the year covered by this statement, ESG agenda items features at every quarterly Trustee Board
meeting and every ISC meeting.

The Trustee is satisfied that the amount of governance time spent is reasonable and proportionate in the
context of the range of risks faced by the Group and will allocate time at future meetings if any analysis or
industry research requires additional Trustee consideration.

9. Describe, in relation to those who undertake governance activities, or advise or assist with
governance of the scheme: (i) the kind of information provided to them by those persons about
their consideration of climate-related risks and opportunities faced by the scheme; and (ii) the
frequency with which this information is provided.

See Metrics Section and details of quarterly / annual processes under question 6 above.

10. Describe the training opportunities the Group Trustees provided for their employees in relation to
climate change risks and opportunities. Where the Group Trustees identified skills gaps, they may
also describe whether they encouraged external advisers to provide training opportunities.

The Group does not have employees.

Alongside an element of training at every meeting whenever new topics are discussed, the Trustee sets
aside a full day annually for training.

At the 2022 training day the Trustee Directors completed training on climate change, which included
regulatory developments, consideration of different types of climate risk, and how these risks (and
opportunities) may i mpact the Groupbés investments,

The Trustee Directors also received traiwrenagedthe t he
General Code) which included aspects that related to climate change.

The United Utilities Pensions Team will complete an
the Trustee Board of any new training modules which must be completed by the Trustee Directors.

Additionally, Trustee Directors will be required to undertake other training as identified in the annual

Trustee Director Training Plan.
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11. We would be grateful if the Group Trustees could provide a structural diagram showing which
groups of people or individual roles have responsibilities for governance of climate-related risks
and opportunities. This may include executive officers, in-house teams and/or third parties
engaged by the Group Trustees. No personal data needs to be included.

The Pensions Team does not maintain structural diagrams of in-house and third-party responsibilities for

climate related risks and opportunities, but would be happy to discuss our ways of working with the central
Scheme.
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St atement of t he Gr oup -rédlated RiskeamdsTppouniiiemna t €
(CCRO) Governance policy

As Group Trustees, we are ultimately responsible for identifying, assessing and managing the CCRO that the
Group is exposed to.

We ensure that we have the knowledge, skills and understanding to identify climate change-related risks, monitor
our service providers (including our third-party asset managers), interpret climate change-related analysis, and take
actions where necessary. This includes attending training events, undertaking our own research, and reviewing
information provided to us by our sponsor, advisers and asset managers. The kind of information provided to the
Trustees include portfolio analysis, details of how managers embed climate change considerations into their
investment process, manager ratings etc.

We delegate day-to-day decision making on CCRO to our asset managers with oversight from our investment
adviser (Cardano Risk Management Limited, (Cardano)). The Group Trustees work closely with Cardano and a
number of individuals are specifically responsible for assessing and helping to manage CCRO.

In June 2022, the Group Trustees adopted a CCRO governance policy.
The policy describes:

A How we oversee CCRO
A The expectations of our investment adviser and asset managers
A The timelines associated with TCFD

The full policy is available on request.

|l nt roduction to the Group Trusteesod CIl in

The Group Trustees have put in place this governance framework to embed the climate change governance
requirements into their management of the Group, which will enable them to fully consider and integrate CCRO into
their decision-making.

This Policy sets out where responsibility lies and how the framework is implemented on an ongoing basis. It has
been prepared in line with:

A The requirements of the Pension Schemes Act 2021

A The Occupational Pension Schemes (Climate Change Governance and Reporting) Regulations 2021 (the
Regulations)

A Statutory guidance for climate governance and reporting of CCRO issued by the Department for Work and
Pensions (DWP)

A The guidance prepared by The Pensions Regulator (tPR)

A The non-statutory guidance prepared by the Pensions Climate Risk Industry Group (PCRIG)

A Recommendations set out in the TCFD

Trusteesd Oversight

The Group Trustees are ultimately responsible for the oversight of CCRO as they relate to the Group, and these
are considered as part of their investment decision-making.

As part of their responsibility, the Group Trustees have established processes and a sub-committee to assess,
oversee, review and effectively manage CCRO relevant to the Group. This includes ensuring that those persons
who assist the Group Trustees with governance activities take steps to identify, assess and manage any relevant
CCRO. Considerations of CCRO are made when appropriate, typically on a quarterly basis as part of the review of
the portfolio, including manager and general industry updates. The Group Trustees recognise that they have a
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substantial holding in government bonds which has an underdeveloped approach for consistent CCRO assessment
across the industry. More in-depth reviews are made on an annual basis in line with the updated TCFD analysis.

The Group Trustees retain all strategic investment decisions and overall assessment of policy, including setting of
climate-related investment beliefs and objectives but, where appropriate, the Group Trustees have delegated
certain functional responsibilities to a sub-committee.

Trusteesd Knowledge and Understanding

While the Group Trustees are not directly involved in the day-to-day management of the assets, they are ultimately
responsible for ensuring that CCRO are identified, assessed and managed on behalf of the Group members as
well as being taken into account in their strategic investment decisions. The Group Trustees are therefore required
to ensure they have sufficient knowledge and understanding of the principles relating to the identification,
assessment and management of CCRO, including understanding how scenario analysis works, setting metrics and
targets and interpreting the results of any analysis and reporting.

By doing this the Group Trustees ensure that they are sufficiently informed to be able to challenge assumptions,
external advice and information received and to understand any proposals developed by the Investment Adviser
and/or the asset managers. The Group Trustees will engage their service providers to provide such training as they
consider necessary to meet these revised TKU requirements. This includes training on CCRO, how they are
present in the portfolio and how the Investment Advi
an annual basis.

The Group Trustees govern the portfolio and rely on the Investment Adviser and asset managers to help scan,
measure and monitor the CCRO and determine their relevance to the Group. The Group Trustees, along with their
Investment Adviser and asset managers, adopt a variety of methods to help with the analysis including the
following:

A Identifying regulatory developments that are relevant to the Group, including guidance from the Pensions
Regulator and Department for Work and Pensions

A Engaging with peer groups, industry bodies and advi
competitors.

A Identifying relationships between events and news, and business and financial impacts to manage reputational
risks.

A Identifying and assessing physical and transitional risks (discussed further below) over different time horizons.

A Considering the impact of physical and transitional, including operational, risk factors

In determining their policy, the Group Trustees consider CCRO to include:

(T

ser ¢

ser

Transitionrisks-t he financi al ri sks and opportunintbtéosnasédecioat e

sovereign's ability to transition to a low carbon economy. For example, the financial risks of public policy
change. Here we also include environmental opportunities - the financial opportunities of climate change-related
solutions, such as the technology solutions necessary for low carbon energy provision.

A Physical risks - the financial risks and opportunities associated with a company's, supra-n at i onal 6s or

sovereign's resilience to climate change-related weather events. For example, the financial risks of rising sea
levels or increased droughts, floods or wildfires

With support from their Investment Adviser and asset managers, the Group Trustees will consider the transition

ri sks and physical ri sks and opportunities for the Grourg

These scenarios broadly reflect: (i) a 1.5°C measured orderly transition to net zero tracking Paris Agreement
commitments; (ii) a 2°C sudden, disorderly transition reflecting a late transition to net zero; and (iii) a 3°C hot house
world reflecting high physical risks.
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Investment Adviser

As Group Trustees, we have reviewed Car dano &adamlhasthat e cF
skills and resources to integrate climate change-related risks and opportunities into their investment advice.

We were pleasedto notethatCardano 6s ski Il Il s in this area were enhanced w
sustainable investor with 30 yearsod6 experience. |t has i
professionals which in turn brings additional expertise that support the work we do.

Cardano has published its sustainable investment beliefs, sustainable investment policy, engagement policy, and
its climate crisis action plan®, which we have reviewed.

Cardano is a signatory to the UNPRI, a member of the Institutional Investors Group on Climate Change (IIGCC),

and a signatory of the UK Stewardship Code. Cardanods er
monitor the shareholder engagement activity of investment and third-party managers that are included in the

portfolios that Cardano manages.

Cardano has publicly stated that they will measure their portfolio greenhouse gas emissions and set portfolio
targets consistent with achieving net-zero greenhouse gas emissions by 2050, with a target to halve emissions by
2030. The Cardano Group became a net-zero firm (firm operations) in 2021.

In addition to being a signatory to the UNPRI, Cardano is a member of the Partnership for Carbon Accounting

Financials (PCAF), the International Capital Market Association (ICMA), the Net Zero Asset Managers initiative, the

Net Zero Investment Consultants Initiative, Climate Action 100+, and The Diversity Project. More detail on
Cardanobs approach to sust ai n’albadditior, the darslan@aGraup Hassighed updon t h €
the UN Global Compact.

Cardano has integrated sustainable investment throughout its business, with activities overseen by the
Sustainability Steering Committee. Cardano has also employed the services of MSCI and their ESG data to assist
with climate change-related reporting.

8 https://www.cardano.co.uk/sustainability-policies/
7 https://www.cardano.co.uk/our-approach-to-sustainability/
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1. Describe how the Group Trustees maintain oversight of climate-related risks and opportunities
which are relevant to the Group.

As the Group Trustee invests on behalf of its members, as part of its fiduciary duty, the Trustee recognises
the need for the Group to be a long-term responsible stakeholder. As such, the Trustee aims to ensure that
value for its members is always delivered through long-term financial returns generated in a way that is
responsible. The Group Trustee therefore believes it is sensible to devote time and resources to the
governance of Sustainable Investment (SI) risk factors (including climate related risks) as these can have
material financial impact on the Group.

The Trustee, on a quarterly basis (and more frequently if needed) meet with their investment adviser, Isio,

to discuss the Groupds investment managersd process
Group also receives an annual in-depth report (the impact assessment) of the SI capability and credentials
of the Groupébés investment managers. This report ofte

the investment managers on issues relating to climate change and the impact of any ESG issues, where
appropriate, which may affect the prospects for return from the portfolio.

The Trustee also review details on engagement and voting (including case studies) in relation to the
Groupbds investments on an annual basi s.

Whilst the Group Trustee does notfalwi t hin scope of compliance for TCFD
adviser regularly provide training to the Group Trustee on Sl, and preparatory training on TCFD should the
Group fall within the scope of compliance in future.

2. Describe the roles of those undertaking scheme governance activities, in identifying, assessing
and managing climate-related risks and opportunities relevant to those activities.

The Group Trustee receives regular training from Isio and updates on Sl from investment manager
presentations. Overall engagement activity is however delegated to the appointed managers (see question
3 below for further details)

The Groupds Actuary also advise the Trustee on the i
due to changes in the investment strategy or the sponsor covenant as a result of the risks posed by climate
change.

3. Describe the processes the Group Trustees have established to satisfy themselves that those
undertaking scheme governance activities take adequate steps to identify, assess and manage
those risks and opportunities.

Whilstthe day-to-d ay management of the Groupds assets is dele
the Group Trustee holds the ultimate responsibility for overseeing all strategic matters concerning the

Group. This includes establishing the governance framework in the form of a policy for Sl considerations

(including climate-related risks and opportunities).

To assess the Groupds investment managers on managin

A Onan annual basis, conductsanin-d ept h review of the S| capability
investment managers, communicating actions for the managers to improve where appropriate.

A Reviews the Groupds annual | mpl ement atée o@Gr Supde men
investment managers on engagement and voting data (including case studies). The Group Trustee
expect each of the Groupds managers to be able to
activity, the timeframe over which the engagement took place and the results of the engagement.

A Monitors regulation and guidance from the Pensions Regular, the Department for Works and Pensions
and other relevant organizations.
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A The Group Trustees for all significant mandates will typically convene with the fund managers at least
once per year. During these meetings, ESG matters are a key part of the agenda, as managers are
requested to provide insights. This involves discussing investments within their mandates that have
been influenced by ESG considerations, as well as covering developments to their processes
concerning the comprehensive management of ESG-related risks and opportunities.

4. Describe the role of those advising or assisting the Group Trustees with scheme governance
activities.

Isio as Investment Advisors, Aon as the Group Actuary and Railpen as the Group Administrator.

5. Describe the processes the Group Trustees have established to satisfy themselves that the person
advising or assisting takes adequate steps to identify and assess any climate-related risks and
opportunities which are relevant to the matters on which they are advising or assisting.

Please see the response to question 3.

6. Describe how the Group Trustees and any relevant sub-committees are informed about, assess and
manage climate-related risks and opportunities and the frequency at which these discussions take

place.
On an annual basis, the Groupds investment adviser,
assessment report. The report outlinestheSlcapabi |l iti es of the Groupbs i nve

scorecard containing 70 questions to assess Sl credentials of the investment managers. 15 of these focus

on climate-related factors such as emission metrics and engagement on climate change, and the report

itself outlines both an overall ESG score andaclimate-s peci fi ¢ score. These cover
policies and how they deal with investee companies.

The Trustee also review details on engagement and voting data (including case studies) in relation to the
Groupbds investments on an annual basi s.

7. Describe whether the Group Trustees questioned and, where appropriate, challenged the
information provided to them by others undertaking governance activities i or advising and
assisting with governance.

No examples to provide.

8. Describe the rationale for the time and resources the Group Trustees spent on the governance of
climate-related risks and opportunities.

As the Group invests on behalf of its members, as part of its fiduciary duty, the Group Trustee recognises
the need for the Group to be long-term responsible stakeholder. As such, the Group Trustee aims to
ensure that value for its members is always delivered through long term financial returns generated in a
way that is responsible. The Group Trustee therefore believes it is sensible to devote time and resources to
the governance of Sl risk factors (including climate related risks) as this can have material financial impact
on the Group.

9. Describe, in relation to those who undertake governance activities, or advise or assist with
governance of the scheme: (i) the kind of information provided to them by those persons about
their consideration of climate-related risks and opportunities faced by the scheme; and (ii) the
frequency with which this information is provided.

On an annual basis, the Groupds investment adviser,
assessment report. The report outlines the SI capabi
scorecard containing 70 questions to assess Sl credentials of the investment managers. 15 of these focus

on climate-related factors such as emission metrics and engagement on climate change, and the report

itself outlines both an overall ESG score and a climate-specific score. Thes e cover the manag:¢
policies and how they deal with investee companies.
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The Trustee also review details on engagement and voting data (including case studies) in relation to the

Groupbs investments on an annual basi s.
I si o, t he s@enadypsérseguladyywmvide training to the Group Trustee on Sl. These training
sessions often include discussions on ways to furthe

investments. The Group Trustee have also received training fromthe Company ( ENW) on t he
climate responsibility framework and have received training on TCFD and what will be required of the
Group when it falls within scope of compliance.

10. Describe the training opportunities the Group Trustees provided for their employees in relation to
climate change risks and opportunities. Where the Group Trustees identified skills gaps, they may
also describe whether they encouraged external advisers to provide training opportunities.

The Group Trustee currently do not offer training to members; however, the Group Trustee regularly
receive training from its investment adviser on Si (including climate related risks) and on ways to further
integrate the Groupbs ESG policy into the Groupds in

11. We would be grateful if the Group Trustees could provide a structural diagram showing which
groups of people or individual roles have responsibilities for governance of climate-related risks
and opportunities. This may include executive officers, in-house teams and/or third parties
engaged by the Group Trustees. No personal data needs to be included.

Sponsor

Scheme
Members

Trustee
(+In-house Pensions Team) Fund

Managers

Advisor
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1. Describe the roles of those undertaking scheme governance activities, in identifying, assessing
and managing climate-related risks and opportunities relevant to those activities.

The Group Trustees have ultimate responsibility for ensuring effective governance of climate change risks
and opportunities in relation to the Group, in line with their responsibilities for managing other financial risks
facing the Group.

The Group Trustees have not formally agreed roles for undertaking climate specific governance actions.
However, the management of <c¢limate risks and opportu
governance of the Group.

The Group Trusteesd role includes:

A Scheduling appropriate training into the business plan as required.
A Ensuring governance arrangements remain appropriate and effective.
A Ensuring key risks and opportunities are considered in strategic decisions relating to covenant,
investment, and funding.
A Signing off the Group Trusteesd i migskeegistenent bel i ef s
A Ensuring any advice from the Groupds external advi

The Group Trustees expect relevant sub-committees to take account of climate related risks and
opportunities where appropriate and proportionate to their role.

The Joint Investment Sub-Commi t t ee (fAJI SC0) of the Hanson Schemes:
any issues relating to the investment of the Groupos
the Group Trustees, subjectt o t he Groupds Statement of I nvestment |

Hanson Industrial Pension Scheme, Castle Pension Scheme and the Powerhouse Retail Group of the
Electricity Supply Pension Scheme.

The JISC does this by:

A Reviewing and discussing all investment advice received.
A Reporting back any significant pieces of investment advice and recommendations to the Group
Trustees.
A Ensuring any advice from the Groupds investment ad
A Providing recommendations in respect of the invest
A Meeting with the Groupds invest ment niteinapmoachtor egul a
Environmental, Social and Governance (AESGo) facto

2. Describe how the Group Trustees maintain oversight of climate-related risks and opportunities
which are relevant to the Group.

At their regular board meeting each quarter, the Group Trustees receive and review an update from the
JI SC and the Groupds I nvestment Manager on the Group
updates in relation to the i ncludngtlimeechangelanager 6s ESG

The Group Trustees also consider climate-related risks and opportunities (alongside other risks facing the
Group) whenever the following activities are undertaken:

A The Groupds Triennial Actuarial valwuation.
A Review of the investment strategy and SIP for the Group.
A Assessment of the Groupds covenant.

Where appropriate, the JISC considers climate-related risks and opportunities within each investment topic

and individual mandates as and when they arise at quarterly meetings. At least annually, the JISC will

review:

A A responsible investment update from the Groupds i
Investment Manager and assets in relation to ESG factors, including climate change.
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A Their investment a,theldisgeconpetenqgy & refatom tonadvice on climate where
appropriate.

3. Describe the processes the Group Trustees have established to satisfy themselves that those
undertaking scheme governance activities take adequate steps to identify, assess and manage
those risks and opportunities.

Over the year, the JISC has undertaken various training sessions on climate-related matters and factors to
provide them with the knowledge required to make informed decisions on climate related risks and
opportunities. This has been driven by the fact another of the JISC schemes is over £1bn in assets and
therefore has been undertaking a range of climate related activities in respect of that scheme. Further
details of the training provided to the JISC are outlined under question 10.

In addition, the Group Trustees have received training, where relevant, from their various advisors on
climate related factors where this impacts the advice provided to them.

4. Describe the role of those advising or assisting the Group Trustees with scheme governance
activities.

The Group Trustees have not formally agreed roles for their advisors in relation to climate specific
governance actions. However, the Group Trustees expect their advisors (and those assisting the Group
Trustees) to take account of climate-related factors in their roles as appropriate. These are briefly outlined
below.

The role of the Investment adviser

I n broad terms, the Groupbds investment adviser is re
requested by the Group Trustees. This includes:

A Providing training and other updates to the Group Trustees on relevant investment matters.

A HelpingtheGroup Trustees to formulate their investment b
investment policies and strategy.

A Helping the Group Trustees to identify and assess financial risks and opportunities relevant to the
Groupds i nvest mdingiclimate)r at egy (i nclu

A Advising on the appropriateness and effectiveness
expertise, and resources for managing ESG risks (including climate change).

The role of the actuarial adviser
I n broad t er mstyariat advser G respangililes as aequested by the Group Trustees, for:
A Helping the Groups Trustees to identify and assess risks and opportunities relevant to the funding
strategy of the Group (including climate change) and advising on the implications of these for the
~ Gr ou p o-ermloljectiyes.
A Considering climate-related risks and opportunities, as appropriate, as part of advice and calculations
related to the triennial actuarial valuation.
The role of the covenant adviser
In broad terms,the Gr oupds covenant adviser is responsible, as
A Providing training and other updates to the Group Trustees on relevant covenant matters.

A Helping the Group Trustees to identify and assess risks and opportunities relevant to employer
covenant supporting the Group (including climate change).

66957020326.1



Therol e of the Groupbdbs I nvestment Manager

I n broad terms, the Groupbds investment manager i s re
A Ildentifying, assessing and managing climate risks
_investments, in line with the investment management arrangement agreed with the Group Trustees.

A Exercising rights attaching to the Groupds investm

respect of those investments, in relation to ESG factors (including climate-related risks and
opportunities).

5. Describe the processes the Group Trustees have established to satisfy themselves that the person
advising or assisting takes adequate steps to identify and assess any climate-related risks and
opportunities which are relevant to the matters on which they are advising or assisting.

The Group Trustees seek input from their investment, actuarial and covenant advisers to ensure that they
can identify, assess and manage climate risks and opportunities, alongside other risks facing the Group.
From time to time, the Group Trustees will review the competency of their advisers and take appropriate
action if any concerns are raised.

When appointing new advisers, the Group Trustees and JISC will consider whether the advisers have
suitable credentials, including climate-related credentials where relevant.

With appropriate advisers in place, the Group Trustees ensure ESG factors (including climate-related risks
and opportunities where relevant) are considered as part of any advice such as investment strategy
reviews, t he actuarial valwuation process and assessment

The Group Trustees and JISC satisfy themselves that their advisers take adequate steps to identify and

assess climate-related risks and opportunities (where relevant to the matters on which they are advising)
by ensuring that their advisers have adequate expertise and resources, including time and staff, to carry
these out.

The Group Trustees reviewed their investment consultant against their investment consultant objectives in
November 2022 and concluded that the investment consultant had demonstrated value added as expected
over the period considered, including through consideration of climate change where appropriate.

6. Describe how the Group Trustees and any relevant sub-committees are informed about, assess and
manage climate-related risks and opportunities and the frequency at which these discussions take
place.

Please see risk management section for activities undertaken by the Group Trustees and see section 2 for
frequency of activity.

7. Describe whether the Group Trustees questioned and, where appropriate, challenged the
information provided to them by others undertaking governance activities i or advising and
assisting with governance.

The Group invests in a low-risk investment strategy, across a range of passive funds with LGIM. The

Group Trust ees meet with LGIM on a quarterly basis to dis
opportunity to challenge LGIM on a range of topics including climate. Given the Group makes use of

passive funds, the Group Trustees are aware that stewardship is a key tool their investment manager can

use to encourage underlying portfolio companies to better manage climate risks and opportunities. In their
discussions with LGIM, the Group Trustees have therefore sought to understand how they use their

influence to help ensure greater outcomes for the Group.

In addition, the Group Trustees have sought to understand from their investment adviser whether their

investment strategy remains suitable in light of the potential risks of climate change, taking into account

other risks facing the Group.

8. Describe the rationale for the time and resources the Group Trustees spent on the governance of
climate-related risks and opportunities.
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The Group is in a strong funding position and as such invests in a low-risk investment strategy. The Group
Trustees understand that climate risk is one of many risks facing the Group and therefore consider it
alongside a range of other financial factors when setting their investment and funding strategies. They
therefore seek to take a proportionate approach to the governance of climate risks and opportunities,
undertaking relevant climate related activities where the Group Trustees believe the outcome will be
materially beneficial for the Group.

9. Describe, in relation to those who undertake governance activities, or advise or assist with
governance of the scheme: (i) the kind of information provided to them by those persons about
their consideration of climate-related risks and opportunities faced by the scheme; and (ii) the
frequency with which this information is provided.

See response to question 2.

10. Describe the training opportunities the Group Trustees provided for their employees in relation to
climate change risks and opportunities. Where the Group Trustees identified skills gaps, they may
also describe whether they encouraged external advisers to provide training opportunities.

The Group Trustees do not have employees and therefore no training has been provided. The Group
Trustees that sit on the JISC have undertaken the following climate-related training sessions at the JISC
meetings:

March 2022: Training on the use of climate scenarios and how different scenarios might impact financial
markets over the short, medium and long term.

May 2022: Training on how investment managers incorporate climate factors into their portfolios and how
the Groupds investment adviser assesses the climate

August 2022: Training on different types of climate metrics, how they are calculated, how they can help
trustees identify, assess, and monitor climate risks, and the limitations of different metrics.

The majority of these activities relate to work undertaken on climate for another JISC Scheme, which has
assets of over £1bn.

11. We would be grateful if the Group Trustees could provide a structural diagram showing which
groups of people or individual roles have responsibilities for governance of climate-related risks
and opportunities. This may include executive officers, in-house teams and/or third parties
engaged by the Group Trustees. No personal data needs to be included.

As noted above, no formal roles have been set for the governance of climate-related risks and
opportunities.
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Risk management

How we identify and assess climate change-related risks and opportunities

The Trustee Directors have identified the following risks as posing the greatest potential loss and being the most
likely to occur:

A Risk 17 correctly identifying portfolio risks from climate change - new risks are likely to emerge (physical and
transitional)
A Risk2ii nsufficient acti onhauws ad vs cadrearfirm n( ttrheaen siihtoitonal )
A Risk 37 we do not continue to work to evolve the investment strategy as we move through time (transitional)
A Risk 47 correlated portfolio risks - while asset managers may consider the individual climate change related
risks and opportunities per company or investment, the Trustee Directors needs to consider them across the
portfolio as a whole

How we integrate these processes into overall risk management for the Group

The Trustee Directors govern the portfolio and oasstr see t
managers (asset managers) who help scan, measure and monitor the CCRO and determine their relevance to the

Group. The Trustee Directors, along with their Investment Adviser, adopt a variety of methods to help with the

analysis including:

A Reviewing relevant background material and identifying regulatory developments that are relevant to the Group,
including guidance from TPR and the DWP

A Engaging with peer groups, industry bodies and advisers

A Identifying relationships between events and news, and business and financial impacts to manage reputational
risks

A ldentifying and assessing physical and transitional risks over different time horizons

A Considering the impact of physical and transitional (including operational) risk factors

A R

Integrating the climate related risks within the Truste e Di rect or 6s wi der ri sk manager
register

The risk management tools we i and our Investment Adviser i have used and the
outcomes of using those tools

Level 1: Selection of MSCI as an external sustainability data provider

In 2020, Cardano appointed MSCI as its external sustainability data provider. The appointment followed a request

for proposal process which reviewed the service offerings of different providers. Cardano selected MSCI for a

number of reasons, in particular,the ext ent of its coverage, MSCI 6s researc
and portfolio scenario analysis based on degrees of warming, following the acquisition of Carbon Delta in 20198.

The appointment (and reappointment) is also overseenbytheCar dano Group6és Sustainabildi
As part of our ongoing scrutiny of Cardano, we assess Ce¢
access to data necessary to support our desired approach to CCRO.

8 https://ir.msci.com/news-releases/news-release-details/msci-strengthen-climate-risk-capability-acquisition-carbon-delta
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