The world must undergo a period of systemic change to protect our environment,
societies, and economy from climate change.

Asset owners need to effectively plan the actions that
they'll take to achieve their climate ambitions and realise
positive real-world change. When it comes to fiduciary
duty, systemic risks such as climate risk must be taken into
consideration, irrespective of scheme or fund size.

Our ABC approach to responsible investment, as set out in
our Rl mission statement, begins with ‘Achieving net zero’
and as part of this pillar we support our clients in
understanding what net zero means for them.

The CTAP

This includes how they can take meaningful action to align
with this ambition and setting credible net zero strategies in
line with the broader goal of decarbonisation.

So how can you go about setting a credible net zero
strategy? It all starts with a Climate Transition Action Plan
(CTAP) —translating your climate ambitions into measurable
actions on policy, strategy and stewardship.

The CTAP captures the agreed fund/scheme and mandate-level targets and areas of focus, whilst clearly communicating
your net zero strategy to stakeholders. Actions to manage climate-related risks and how the fund/scheme will meet its
net zero target are also captured. The CTAP covers targets and actions in four key areas: portfolio emissions, climate
solutions, asset alignment and engagement, as well as the rationale, beliefs and process taken to establish these

commitments.
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https://www.hymans.co.uk/media/uploads/RI-MissionStatement-10042024.pdf

The four key areas of targets and actions in more detail are:

‘ Portfolio emissions ‘ Climate solutions/ opportunities

Consider the targets that you will set for your Decide upon priority areas of focus for

overall portfolio’s emissions and the metrics investment opportunities within the climate
that you will use to measure progress against solutions space. These priority areas may focus
these emissions targets. Consideration also on carbon reduction or carbon removal and can
needs to be given to the assets within your link to wider priority areas that are linked to net
portfolio that will fall under these targets and zero such as nature and social factor asset

the scope of emissions that will be of focus for allocations.

subsequent actions and targets, (i.e. Scopes, 1,2
and 3 emissions).

‘ Asset level alignment ‘ Engagement

Be aware of how your net zero objective will be Ensure that you are acting within your sphere of
impacted by portfolio companies within the influence, by utilising engagement activity with
funds that you invest in. How portfolio asset managers and other relevant parties by
companies reduce their own carbon emissions clearly setting out your expectations of others
as a whole and across their value chain will and pushing them to take action.

need be taken into account to ensure that the
assets within your portfolio align with your net
zero objective.

Key building blocks required to build a credible net zero plan and CTAP
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Here we outline five essential steps to building a credible plan, and how you can get started:

Build Your Knowledge

The journey to net zero starts with education.
Education and training should be ongoing
throughout this process. It's important that you,
as decision makers, have a solid understanding
of climate risks and net zero in order to lay the
foundation for developing a robust net zero
strategy and CTAP. Workshop sessions can be
a really effective way to do this, allowing for
discussion and consensus-building.

Understand Your Baseline

Net zero goals encourage you to reduce the
carbon emissions owned or financed by your
investment strategy. Knowing your portfolio’s
starting point is crucial when building a
comprehensive net zero strategy.

Typical assessments will show your current
carbon emissions profile today, considering
metrics such as your carbon footprint and
absolute emissions. You'll also want to
understand your direct or indirect exposure to
the fossil fuel industry and define your
exposure to climate solutions.

Comparing against baseline measures will often
show progress, however it won't show the full
picture. You'll also need to shift focus to the
future, i.e. assessing the progress of your
strategies against net zero goals and pathways
to ensure alignment with your ambitions. A key
focus here is placed on forward-looking
metrics by assessing the portfolio’s alignment
with net zero and assessing the levers that can
improve that alighment and accelerate the net
zero strategy.

Optimize Levers of Change

After assessing your baseline, it's important to
think about improving your journey over time
and how to be most effective as an asset owner.
There are two main levers — capital allocation
and stewardship — both of which you can
optimise to build an effective net zero strategy:

o Capital allocation — explore how your capital
allocation strategy and mandate changes
could put your investments on a better path,
oreven how to accelerate the journey. Two
strategic areas to consider here are reducing
emissions or removing emissions from
your portfolio.

o Stewardship — establish engagement
priorities and identify targets that will help to
inform engagement activity with your asset
managers and hold them accountable.
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Set Targets and Actions

Clear objectives and credible but ambitious
milestones need to be set. These, and
supporting actions, should focus on emissions
reductions, alignment improvement, climate
solution investment opportunities, and
engagement activity.

Then clearly articulate your net zero journey and
strategy, including the reasoning for your targets,
to effectively communicate them to
stakeholders. Include your position on the
synergies with nature and social factors; this
should include subsequent actions to take on
these important areas, such as prioritising
biodiversity loss as an engagement theme or
allocating capital to nature-based solutions. For
social factors, the just transition could be an
engagement theme of focus.

Your CTAP should detail how you plan to drive
change and achieve your goals in line with your
objectives. This includes targets and actions

across the areas of portfolio emissions, climate

solutions, asset class alignment, and engagement,

as well as the rationale, beliefs, and processes
taken to establish these commitments.

Monitor, Report, and Evolve

Measuring, assessing, and reporting progress
against set targets and objectives is essential to
achieving net zero. Implementing a net zero
strategy is a dynamic and iterative process and
the CTAP reflects this, by providing an initial basis
to assess and monitor progress against that
strategy. Therefore, regularly reviewing and
evolving your CTAP to adapt to changes in
government responses, market developments,
and improvements in data will be essential for a
robust plan. Annual reviews of progress against
targets and objectives, alongside periodic
reviews of the economic, regulatory, and
investment backdrop are necessary to address
risks and opportunities.
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Ready to get started?

Building a net zero strategy and CTAP is a significant Over the last three years, we've helped over 30 clients to
undertaking, requiring a structured approach and ongoing  build a net zero strategy, committing over £1bon to real asset
commitment. By following these five steps—building strategies that will have meaningful climate impact.
knowledge, understanding your baseline, optimising levers

of change, setting targets and actions, and monitoring, This is the first in a series of articles to help you understand

reporting, and evolving—you can make meaningful progress and set a credible strategy in order to achieve net zero.
towards reducing your carbon footprint, achieving your net  Look out for more over the coming months as we explore

zero ambitions and contributing to a sustainable future. each of these steps in more detail.
Contact us
We have the skills and resources to help you explore all
these areas. Please get in touch if youd like to discuss Mhairi Gooch
how to investigate natural capital as an investment mhairi.gooch@hymans.co.uk
opportunity in your asset portfolio. 0207082 6396
[ Getintouch J
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Important information

This communication has been compiled by Hymans Robertson LLP® (HR) as a general information summary and is based on
its understanding of events as at the date of publication, which may be subject to change. It is not to be relied upon for
investment or financial decisions and is not a substitute for professional advice (including for legal, investment or tax advice) on
specific circumstances. HR accepts no liability for errors or omissions or reliance on any statement or opinion. Where we have
relied upon data provided by third parties, reasonable care has been taken to assess its accuracy however we provide no
guarantee and accept no liability in respect of any errors made by any third party.

General Investment Risk Warning

Please note the value of investments, and income from them, may fall as well as rise. This includes but is not limited to equities,
government or corporate bonds, derivatives and property, whether held directly or in a pooled or collective investment
vehicle. Further, investments in developing or emerging markets may be more volatile and less marketable than in mature
markets. Exchange rates may also affect the value of investments. As a result, an investor may not get back the full amount of
the original investment. Past performance is not necessarily a guide to future performance.
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Hymans Robertson LLP is a limited liability partnership registered in England and Wales with registered number OC310282.
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