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Greater Manchester Pension Fund (GMPF) actively supports the recommendations
of the Financial Stability Board’s Task Force on Climate-related Financial Disclosures
(TCFD) and sets out below its approach to managing climate risk within the TCFD’s
four thematic areas of governance, strategy, risk management and metrics and targets.

GOVERNANCE
Recommended disclosure (a)
Describe the Board’s oversight
of climate-related risks and
opportunities.

The Pension Fund Management Panel (the Panel) is responsible for managing
climate-related issues as part of its remit of having responsibility for GMPF’s
investment strategy. The Investment Monitoring and ESG (Environment, social
and governance) Working Group, a specialist subcommittee of the Panel, also
considers issues relating to climate change. The Panel and Working Group
consider climate change issues across GMPF and specifically in areas such as
strategic asset allocation, investment strategy and risk management with the
aim of minimising adverse financial impacts and maximising the opportunities
for long term economic returns on our assets.
GMPF has committed to undertake annual carbon footprints of GMPF’s
applicable assets. The results of these are reported to the Panel.

Recommended disclosure (b)
Describe management’s role
in assessing and managing
climate-related risks and
opportunities.

Day to day management of GMPF’s climate change strategy is delegated to
the external Fund Managers, who operate under GMPF’s policies on ESG.
An annual carbon footprinting exercise is used to assess both the risks from
climate change, but also areas of opportunity. GMPF employs a specialist
advisor, PIRC, to instruct its voting activity on active equity holdings, including
on areas such as climate change. GMPF also incorporates Voting Alerts from
the Local Authority Pension Fund Forum on climate change within its policy.
The Panel are ultimately responsible for these relationships.
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STRATEGY
Recommended disclosure a)
Describe the climate-related
risks and opportunities the
organisation has identified
over the short, medium, and
long term.

GMPF considers climate-related issues across multiple timeframes and has
strategies to help address these. GMPF identifies climate-related issues
through collaboration with its external Fund Managers, and organisations such
as the Local Authority Pension Fund Forum, the Institutional Investor Group
on Climate Change, the Transition Pathway Initiative, Climate Action 100+,
Investing in a Just Transition and the Principles for Responsible Investment.
This has led to co-filing and supporting resolutions for action related to climate
change and better disclosures of climate-related issues.
GMPF has signed up to the ‘Investing in a Just Transition’ initiative because
we know delivering a just transition will be key to the UK’s success in building
a zero carbon and resilient economy. We need to do this in a sustainable way
that supports an inclusive economy, with a particular focus on workers and
communities across the country. Analysis shows that unless a transition is
effected carefully, there will be significant impacts on workers and communities
in the North.

Recommended disclosure b)

GMPF’s ESG policies and considerations, including climate change, are
incorporated into the mandates of the external Fund Managers via their
Describe the impact of climaterespective Investment Management Agreements. External Fund Manager
related risks and opportunities
appointments also take ESG considerations into account, and these are
on the organisation’s
monitored on an ongoing basis.
businesses, strategy, and
GMPF has replaced over £2 billion of its passive, index tracking investments,
financial planning.
with an enhanced factor based index approach that has also significantly
reduced its exposure to carbon emissions and intensity. GMPF sees the Low
Carbon version of the index as a means of substantially reducing our footprint,
whilst maintaining well-diversified exposure to rewarded factors and
preserving our expectations around long term returns. Some would describe
this approach as partial divestment.
GMPF also makes several investments with positive impacts on climate
change; these are only made where an acceptable level of financial return is
also expected. Climate-related investment opportunities are available in areas
such as energy efficiency, choice of energy sources, products and services
and new markets. GMPF considers that currently there are relatively limited
climate related investment opportunities in the public markets with more
opportunities existing in the private markets across private equity, private
debt, infrastructure and real assets. This has asset allocation implications
due to the illiquidity and complexity of some of these asset classes. Property
is a significant asset class allocation and GMPF is aware that buildings are
responsible for over one-third of total greenhouse gas emissions in the UK. For
directly held properties, GMPF works with its property management teams
on focus areas such as energy management and owner-occupier relations to
reduce these emissions, and indirectly held property managers do likewise.
GMPF has increased its long term strategic allocation to infrastructure to 10
per cent, unlocking over £2 billion of assets for this purpose. A key strategy
within this allocation is investments in low carbon and renewable energy
opportunities.
By investing in low carbon and clean energy projects and ventures with the
twin aims of a commercial return as well as a positive environmental and social
impact, GMPF has identified opportunities in the medium to long term which
complement GMPF’s ambition of a just transition to a low carbon economy.
These investments are made from the dedicated Impact Portfolio.
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Recommended disclosure c)
Describe the resilience of the
organisation’s strategy, taking
into consideration different
climate-related scenarios,
including a two degrees or
lower scenario.

GMPF has compared several of its portfolios against a two degrees benchmark,
as part of a collaboration with ShareAction on a European-wide project led by
the World Wide Fund for Nature (WWF) using a methodology currently being
developed and tested by the Sustainable Energy Investment (SEI) metrics
research consortium, led by 2 Degrees Investing Initiative. This pointed out
areas of alignment or otherwise with a two degrees scenario within GMPF’s
investments, noting that scenario testing is an inexact science, and is being
held back by a lack of disclosure from many companies. The Panel continue to
campaign for enhanced company disclosure to address this issue.

RISK MANAGEMENT
Recommended disclosure a)
Describe the organisation’s
processes for identifying and
assessing climate-related risks.

GMPF believes that each of the following categories of risks, as outlined by
the TCFD, pose a material financial risk, and are thus each a cause for concern:
• Market and technology shifts (eg reduced market demand for higher
carbon products).
• Reputation (eg growing expectations for responsible conduct from
stakeholders).
• Policy and legal (eg increased input/operating costs for high carbon
activities).
• Physical risks (eg chronic changes and more frequent and severe
extremes of climate).
Day to day management of GMPF’s climate change strategy is delegated to the
external Fund Managers, who operate under GMPF’s policies on ESG issues.
This means that the external Fund Managers fully integrate any climaterelated risks when making their investment decisions.
GMPF’s annual carbon footprinting exercise, coupled with the use of the
Transition Pathway initiative (TPI) toolkit, also help assess climate-related
risks, including the identification of companies to engage with.

Recommended disclosure b)
Describe the organisation’s
processes for managing
climate-related risks.

A significant pillar of GMPF’s efforts to manage climate change risk is through
engagement with companies, both through the external Fund Managers and in
collaboration with wider industry groups such as the Local Authority Pension
Fund Forum, the Institutional Investor Group on Climate Change, the Transition
Pathway Initiative, Climate Action 100+, Investing in a Just Transition and the
Principles for Responsible Investment. For example, through collaborative
activities, GMPF aims to support 1.5 to 2 degree business model scenarios
and participate in:
• engagement with companies to improve their approaches to climate
change as well as encourage them to report on their actions for future
business model scenarios;
• influencing policy makers; and
• promotion of relevant research projects in areas such as developing
standardised carbon intensity measures, and investment initiatives that
improve information flow and investment opportunities.
GMPF’s external Fund Managers will also implement our ESG policies in their
management of the portfolios.
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Recommended disclosure c)
Describe how processes for
identifying, assessing, and
managing climate-related
risks are integrated into the
organisation’s overall risk
management.

Climate change is included within GMPF’s risk register in the context of the risk
of the strategic allocation underperforming. Relevant controls and mitigating
actions are also documented. The risk register is reviewed by the Management
Panel.
In addition, as set out above, the external Fund Managers have GMPF’s ESG
policies incorporated into their Investment Management Agreements. Day to
day management of climate change strategy is delegated to the external Fund
Managers. This means that the external Fund Managers consider any climaterelated risks when making their investment decisions.

METRICS AND TARGETS
Recommended disclosure a)
Disclose the metrics used by
the organisation to assess
climate-related risks and
opportunities in line with its
strategy and risk management
process.
Recommended disclosure b)
Disclose Scope 1, Scope 2,
and, if appropriate, Scope
3 greenhouse gas (GHG)
emissions, and the related
risks.

Recommended disclosure c)
Describe the targets used by
the organisation to manage
climate-related risks and
opportunities and performance
against targets.

GMPF monitors the voting and engagement of all its external Fund Managers
and proxy voting advisor on issues including climate change. GMPF has also
undertaken carbon footprinting and measured the CO2 equivalent intensity
per million pounds of revenue. The two degrees analysis measured GMPF’s
exposure to fossil fuels in relation to electric power generation, fossil fuel
reserves and vehicle production.

GMPF has considered Scopes 1 and 2 in its analysis as at the time of
measurement, Scope 3 data was not considered to be of a sufficiently robust
standard to incorporate. GMPF’s carbon footprinting exercise found that as
at 31 March 2020, the active equity holdings were 25 per cent more efficient
than the combined benchmark on the weighted average carbon intensity
method, as recommended by TCFD. This compares with a figure of 19 per
cent as at 31 March 2019.
GMPF’s long term goal is for 100 per cent of assets to be compatible with the
net zero emissions ambition by c2050 in line with the Paris Agreement.
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