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SAVE THE DATE

Website: iipm.ie
Email: info@iipm.ie

Next 2021 [IPM Webinar
 December 2nd

If you would like to be included on our Event emailing list —

Please email info@iipm.ie or respond in follow-up survey
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Webinar Housekeeping

A Q&A WILL BE QUESTIONS PLEASE TYPE YOU CAN DO
RUN AFTER FOR THE THEM INTO THE THIS AT ANY
EACH SPEAKERS? QUESTION/CHAT TIME DURING
PRESENTATION AREA ON YOUR THE
RIGHT PRESENTATION

Sound or video issues?
Log out and log back into the system
Try using an alternative device (phone or tablet)
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lan Moynihan
Head of Client Services — Pension & Risk
Irish Life

lan Moynihan is Head of Client Services, Pension and Risk at Irish Life.

lan joined Irish Life in 2017, and has 19 years’ experience working in the
Irish pensions industry with Irish Life, PWC and Bank of Ireland. lan has
extensive experience supporting and advising employers and trustees in
relation to pension governance, administration and investment
arrangements.

lan holds the QFA, RPA and QPT designations, and is a graduate of Trinity
College Dublin.
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Group DC Governance and IORP |l

lan Moynihan
Head of Client Services - Pension and Risk
Irish Life




Group DC Governance and IORP |l

The Obligations on DC Trustees Known deadlines

* Minimum qualification & experience standards for * Remuneration Policy — 31 December 2021

trustee boards * Compliance Statement — 31 January 2022

* Appointment of Key Function Holders for risk
management & internal audit

* New form of Benefit Statement — 31 December 2022

* Trusteeship — 2 trustees / 2 trustee directors in the case

* Requirement for written policies: risk management / of sole trustee company — 31 December 2021

internal audit / remuneration / outsourced activities
_ * Full compliance for existing schemes by 1%t January
e Standards for internal controls / BCP Plan 2023
e Communication & Information for members /
prospective members / deferred members & those

nearing retirement

Overview of general themes Final Code of Practice

from the Regulation 19 July 2021 Issued 13 December 2021
® ® ® ®
10 May 2021 Draft Codes of Practice 15 November 2021 Guidance on Master Trust
issued — 8 week vehicles

consultation period
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Compliance vs Governance
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Compliance vs Governance

Compliance Governance

Rules Principles

Builds Regulations Processes Builds

Reputation Guidelines Decisions Trust

Conditions Assessment
Policy Participatory

Qualification Development
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Trust has clear benefits...

NEW YORK TIMES BESTSELLER
OVER 2 MILLION COPIES SOLD
’{“E-'I“.':.'
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The One Thing That musm
Changes Everything \GEdS
&
\-K s with Rebecca R, Merrill
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..but is hard to pin down




Expectations differ by generation...

7 YOU/DON'THAVETO
PLAN'FOR RETIREMENT.

IF RETIREMENT ISN'T GOING
TOBEAN OPTION

Irish Institute of Pensions Management



Simplicity is to be welcomed...

Report of the Interdepartmental Pensions Reform & Taxation Group — Nov 2020 » Sequencing of changes

The report made a number of recommendations and proposals: and regulatory
* Simplify the range of pension products and phase out new Personal

_ _ conditions is key to
Pensions and Personal Retirement Bonds.

success of reforms, and
e Overhaul of PRSA products and legislation.

to maintain or increase
* Harmonise window for taking retirement benefits to between 55

and 75. pension coverage and
« Harmonise some benefit options across different pension products. trust in the system

* Facilitate post retirement drawdown either using a PRSA or from a
Group ARF or company pension scheme.

—

* To continue existing tax relief system, with regular review >




..and IORP Il can help

»Enhanced governance standards
» Better protections for members and beneficiaries

»Enhanced information provided to members and beneficiaries
Heather Humphreys, April 2021

Processes of adaptation are usually triggered by crises emerging from complexity

Adaptation gives rise to new challenges, prompts questions about how we did things in the past

& 11PMm
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Setting some goals...

* A layered approach to governance that builds trust in pensions

* Consistent with IORP Il key objectives

.... So does achieving IORP Il Compliance mean we’ve done it?

:
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Not necessarily...

{;m 2P b - » Goodhart’s Law:

When a measure becomes a
target, it ceases to be a good

measure

» Campbell’s Law:

The more a metric counts for real
decisions, the more it distorts the
situation it was designed to

monitor




Where to next?

3 different approaches...

Time/resource need Limited Plentiful Limited
Approach to governance  Discussed through a Structure encourages Compliance outsourced;
compliance lens separation of compliance Employer / Trustee /
and governance Member reps focus on
considerations trust, participation,
outcomes
Driven by Trustee Trustee/Employer Employer / Pension
Committee

...crucial to ensure we continue to benefit from knowledge, experience and expertise

W 11PM
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How might we decide?

Honest evaluation of time,
resources and energy
available

Explicit evaluation of trust
levels in current
arrangements

Clarity around pension
goals and objectives

A structure which
incorporates these
elements to continually
build trust and confidence

s 11PM
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Questions?

Please use the question
section in the drop downs

w .View” He!p'if .

- » Audio

 » Handouts: 1

&  » Questions |



Paul Torsney
Head of Trustee Services
Law Debenture Pension Trustees Ireland

Paul is Head of Trustee Services and an independent professional trustee
with Law Debenture Pension Trustees Ireland, bringing the LawDeb
model of trusteeship and governance to Ireland. Prior to joining LawDeb,
Paul spent over 14 years with Willis Towers Watson, working as a
consulting actuary, advising companies and trustees on all aspects of
their pension provision.

Paul is a Fellow of the Society of Actuaries in Ireland and a Chartered
Enterprise Risk Actuary (CERA). He is the current Chair of the Pensions
Committee and a member of the Council of the Society of Actuaries in
Ireland. Having obtained a B.A. in Theoretical Physics from Trinity College
Dublin, Paul went on to complete master’s degrees from Dublin City
University and the University of Cambridge. He is currently undertaking
the Qualified Pension Trustee qualification with the [IPM.




Society of Actuaries in Ireland

Governance and reporting of climate change risk for pension
schemes - the UK approach

14 October 2021
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Disclaimer

The views expressed in this presentation are those of the
presenter(s) and not necessarily those of the Society of

Actuaries in Ireland or their employers.



Recent Irish / EU Sustainable Investing Legislation

Shareholder Rights Directive
Sustainable Finance Disclosure Regulation (SFDR)

IORP Il

..... and much more likely to come down the track



Climate change governance and reporting - UK approach

The UK government is the first to apply the Taskforce on
Climate-related Financial Disclosures (‘TCFD’)
recommendations to pension schemes

The new requirements will apply as follows:
2021: From 1 October for schemes with over £5 billion in assets

2022: From 1 October for schemes with over £1 billion in assets

Similar requirements for small schemes may follow at a later date.




TCFD Recommendations

, , In 2017, the TCFD released

climate-related financial
‘ ‘ disclosure

recommendations designed
to help companies provide Governance
better information to
support informed capital
allocation.
Our disclosure i
recommendations are
structured around four
thematic areas that
represent core elements of
how organizations operate:
governance, strategy, risk
management, and metrics
and targets. These thematic
areas are intended to
interlink and inform each
other.

Management

Metrics
and Targets

Source: https://www.fsb-tcfd.org/about/



TCFD Recommendations

Recommendations and Supporting Recommended Disclosures

Governance

Disclose the organization's
governance around climate-
related risks and opportunities.

Recommended Disclosures

Disclose the actual and potential
impacts of climate-related risks
and opportunities on the
organization's businesses,
strategy, and financial planning
where such information is
material.

Recommended Disclosures

Disclose how the organization
identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

Metrics and Targets

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
information is material.

Recommended Disclosures

a) Describe the board’s oversight
of climate-related risks and
opportunities.

a) Describe the climate-related
risks and opportunities the
organization has identified over
the short, medium, and long
term.

a) Describe the organization's
processes for identifying and

assessing climate-related risks.

a) Disclose the metrics used by the
organization to assess climate-
related risks and opportunities
in line with its strategy and risk
management process.

b) Describe management's role in
assessing and managing
climate-related risks and
opportunities.

b) Describe the impact of climate-
related risks and opportunities
on the organization's
businesses, strategy, and
financial planning.

b) Describe the organization's
processes for managing
climate-related risks.

b) Disclose Scope 1, Scope 2, and,
if appropriate, Scope 3
greenhouse gas (GHG)
emissions, and the related risks.

Source: https://www.fsb-tcfd.org/

¢) Describe the resilience of the
organization's strategy, taking
into consideration different
climate-related scenarios,
including a 2°C or lower
scenario.

¢) Describe how processes for
identifying, assessing, and
managing climate-related risks
are integrated into the
organization's overall risk
management.

¢) Describe the targets used by
the organization to manage
climate-related risks and
opportunities and performance
against targets.



Paris Agreement

The Paris Agreement is a legally
binding international treaty on
Climate change. It was adopted
by 196 Parties at COP 21in Paris, &
on 12 December 2015 and entered
into force on 4 November 2016.

Its goal is to limit global warming to well below 2, preferably to
1.5 degrees Celsius, compared to pre-industrial levels.

To achieve this long-term temperature goal, countries aim

to reach global peaking of greenhouse gas emissions as soon as
possible to achieve a climate neutral world by mid-century.

Source: https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement



1: Governance

Under the new regulations the trustees are required to:

m Establish and maintain oversight of relevant climate-related risks and opportunities

Establish and maintain processes for the purpose of satisfying themselves that:
T * Anyone involved in the governance of the scheme (other than trustees) takes
adequate steps to identify, assess and manage relevant climate-change risks and
m opportunities
- - * Anyone who advises the trustees on the governance of the scheme (other than a
legal advisor) takes adequate steps to identify, assess and manage relevant
climate-change risks and opportunities



2: Strategy

Under the new regulations the trustees are required to:

f Identify climate-related risks and opportunities

% Assess climate-related risks and opportunities
0e®
L\

Undertake scenario analysis:
* At least two scenarios where there is an increase in the global average
temperature
* In one of which must be within the range 1.5 — 2 degrees Celsius above pre-
industrial levels



AZ

Climate-change risk classification

STRATEGY

Examples of Climate-Related Risks and Potential Financial Impacts

Climate-Related Risks=

Source: https://www.fsb-tcfd.org/

Transition Risks

Physical Risks

Policy and Legal

Increased pricing of GHG

emissions

Enhanced emissionsreporting
obligations

Mandates on and regulation of
existing products and services

Exposure to ligatiom

Potential Financial Impacts

Increased operating coses (e.g. higher compliance costs,
noreasad iNMsurance FI'EmIIJmE’

Write-offs, asset impainment, and early regrement of excistng
assets due to policy changes

Inoreased oosts andsdor reduced demand for produwces amd
sernvices resulting from fimes and judgmenes

Technolbogy

Substinution of existing produwcts
and services with lower emissions
options

Unsuccessful inwestrment in meww
rechinologias

Cosis to transition to lower
emissions vechnobogy

Wirite-offs and early retirement of existing assers
Reduced demand for products and services

Research and development [RED) expenditures im meww and
altermative technologies

Capital imwestments in technology dewelopment
Costs o adopo'deploy mew practces and processes

Market

Changing oustomer behawior
Uncertainty in market signals
Increased cost of raw materials

Reduced demand for goods and services due to shift in
consumer preferences

Increasad produwction costs dwe to changing input prices (e g.,
energy. water) and ourput reguirements (e g, waste trearment)
Abrupt and unexpected shifts in energy costs

Chanmge im revenuese mix and sounces, resulting in decreased
rEvenues

Re-pricing of assecs (e.g.. fossil fuel reserves, land valuations,
securites valuatons)

Feputation

Shifts in consumer preferences
Stigmatzation of secor

Increased stakeholder concern or
negatve stakeholder feedback

Reduced revenue from deoreased demand for goods/services
Reduced revenue from deoeased production capacity (e g,
delayed planning approvals, supply chakn inerruptions)
Reduced revenue from negative impaces on workforce
management arnd planning (e.g.. employes attraction and
reemtion)

Reducton in capital availablioy

Souns

Increased sewverity of extreme
weather ewents such as cyclones
and floods

Chironic

Changes in precipitaton paterns
and extreme wariability in wweacher
pamermns

Fising mean temperanaras

Fising sea levels

Reduced revenue from deoreased production capacity (e.g.,
ransport difficulties, supply chain mtermupgons)

Reduced revenue and higher costs from megative impacts on
wiorkforce (e.g . health, safeny, absentesism)

Wirnte-offs and early retirement of existing assets (e g., damage
oo property and assecs in “high-risk™ locagons)

Increasad operating costs (e g., inadequate water supplhy for
hydroelecrric plants or to cool nuclear and fossil fuel plamts)
Increasad capital costs (g, damage to faclities)

Reduced revenues from lower salesfounpur

Increasad msurance premiuwmes and potential for reduced
awailability of iImsurance om assets in “high-risk™ locatiomns




Climate-change opportunities classification

Source: https://www.fsb-tcfd.org/

Examples of Climate-Related Opportunities and Potential Financial Impacts
Climate-Related Opportunities™

Type

Resource Efficiency

Products and Services Energy Source

e Mar kets

Use of more efficient modes of
transport

Use of more efficient production
and distribution processes

Use of recycling

Mowe o more effickent buildings

Reduced water usage and
conswmption

Potential Financial Impacts

Reduced operating costs (e g, through efficiency gains and
cost reductions)

Increased production capacity, resuling in increased
revenues

Increased wvalue of fixed assets (e.g., highly rated energy-
efficient buildimgs)

Bemefits to workforce management and planning (e_g..
improved health and safety, employee satisfaction)
resulting in lower costs

Use of lower-emission sources of
EnNergy

Use of supportive policy incentives
Use of new techmologies
Farticipation in carbon market

Shift toward decentralized energy
Eeneration

Reduced operational costs (eg, through use of lowest cost
abatement)

Reduced exposure to future fossil fuel price increases

Reduced exposure to GHG emissions and therefore less
sensitivity to changes im cost of carbon

Returns on ivestment im low-emission technology
Increased capital availability (e_g., a5 more investors favor
lower-emissions producers)

Reputational benefits resultng in increased demand for
Eoods/senices

Development and/or expansion of
loww emission goods and senices
Development of climate adaptation
and insurance risk solutions
Development of new products or
senices through RED and
imnowvation

Ability to diversify business activities
Shift in consumer preferences

Increased revenue through demand for lower emissions
products and serices

Increased revenue throwgh new solutons 1o adaptation
needs (e g., insurance risk transfer products and services)
Betrer competitive position to reflect shifting consumer
preferences, resulting in increased revenues

Access o new markets
Use of public-sector incentives

Access to new assets and locations
needing insurance coverage

Increased revenues through access to new and emerging
markets (e.g., partnerships with governmenits,
development banks)

Increased diversification of financial assets (e g, green
bonds and infrastruecture)

Participaton in renewable energy
programs and adoption of energy-
efficiency measures

Resource substitutes'diversification

Increased market valuaton through resilience planning
{e.g, infrastructure, lamd, buildings)

Increased reliability of supply chain and ability to operare
under various conditions

Increased revenue throwgh new products and senvices
related o ensuring resiliency




Scenario analysis - How are things looking now?

Current
Policies

+4°C

+3°C

Optimistic
Targets
+2.4°C _
. Climate
+2°C ___+20°C Action
Tracker

+1.5°C . . .
13 ___ 1.5°CPARIS AGREEMENT GOAL CAT wa rming DI'OJeCtIOﬂS

| S Global temperature

1.2°C Warming increase by 2100

Pledges
& Targets

May 2021 Update

PRE-INDUSTRIAL AVERAGE

Global mean
temperature
increase
by 2100

Source: https://climateactiontracker.org/global/cat-thermometer/



https://climateactiontracker.org/global/cat-thermometer/

Scenario analysis — what difference does 0.5°C make?

STRATEGY

Source: WWF

CLIMATE RISKS:

V'S 2°C GLOBAL WARMING &

N -~
EXTREME WEATHER SPECIES «
| increase | 170% increase of insects, 5% of plants | 18% of insects, 16% of
inflood risk. | in flood risk. and of vertebrates will VS plants and 8% of vertebrates
be affected. will be affected.
~
WATER AVAILABILITY ~
urban residents 410 million urban residents PR 4
exposed to severe drought by ys exposed to severe drought by Vs »~
2100. |  2100. ~
ARCTIC SEA ICE PEOPLE
Ice-free summers in ‘ Ice-free summers in of the world’s population ’ 28% of the world’s population
the Arctic at least the Arctic at least

(700 million people) will be exposed to
extreme heat waves at least once

once once every 10
every 20 years. | every 20 years.

| years.

SEA-LEVEL RISE ' \

| 49 million people
impacted by sea-level VS impacted by sea-level rise
rise of 48cm by 2100.

P

OCEANS

Lower risks to marine
biodiversity, ecosystems

and their ecological
functions and services at %

1.5°C compared to 2°C.
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by 2100. '

(2 billion people) will be exposed to
extreme heat waves at least once

COSTS

of 56cm by 2100. L Lower economiclgrowth gt 2°C than gt 1.5°C
for many countries, particularly low-income

countries.

RS SR = Wikstiota
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FOOD

Every half degree warming will

consistently lead to lower yields and
lower nutritional content in tropical

regions.



Scenario analysis —what scenarios might make sense?

* For example, the PCRIG guidance outlines three broad
types of scenario that are likely to be of interest:

Orderly transition, 1.5-2°C scenario — emission reductions start now and continue in a
measured way in line with the objectives of the Paris Agreement and the UK
government’s legally binding commitment to reduce emissions in the UK to net zero by
2050. Investors and companies face disruption from physical climate-related risks, yet
these are expected to be much less severe than under a no transition scenario.

An abrupt transition, 1.5-2°C scenario — little climate action in the short term, followed
by a sudden and unanticipated tightening of policy as countries rush to get on track
with the Paris Agreement. The falling cost of the solutions may mean companies and
investors face a double policy and technology shock

No transition, pathway to 4+°C scenario — a continuation of historic emission trends
and a failure to transition away from fossil fuels. Physical climate-related risks are
severe, and increase over time, causing widespread social and economic disruption.
(Note that conventional economic approaches are very likely to underestimate the
impacts.)

Source: https.//assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/955878/aligning-your-pension-scheme-with-tcfd-recommendations-part-3.pdf



3: Risk management

Under the new regulations the trustees are required to:

? Establish and maintain processes for the purpose of enabling them to identify and assess

p relevant climate-related risks

) 4 Establish and maintain processes for the purpose of enabling them to manage effectively
% relevant climate-related risks

Ensure that management of climate-related risks is integrated into their overall risk
management




Stewardship

The Pensions Climate Risk Industry Group guidance notes:

The UK Stewardship Code defines stewardship as “the responsible allocation, management and oversight of capital to create long-term
value for clients and beneficiaries leading to sustainable benefits for the economy, the environment and society.”

There is a growing body of evidence which demonstrates the benefits of active ownership, or good stewardship, to corporate
performance. Engagement activity with investee companies (including through appointed managers) can help to encourage better
practices and corporate behaviours related to climate-related risks as well as improving disclosures by those companies to enable
better assessment of climate-related risks by asset owners. It should therefore form a key part of the integration of climate issues into
trustee investment processes.

Although there is only one specific TCFD recommended disclosure on stewardship or engagement, it is difficult for trustees to have a
meaningful and effective governance and decision-making framework — for instance regarding investment beliefs, or use of metrics, or
in disclosing their approach on climate change — without consideration of how they fulfil their stewardship role. Good Stewardship can
also be an effective form of post-investment risk management.

*Source: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/955876/aligning-your-pension-scheme-with-tcfd-recommendations-part-2.pdf



Stewardship or Divestment?

“This house believes that effective stewardship is more influential in tackling ESG
issues than what you invest in”

Law Debenture Pensions Debate 2021

https://www.lawdebenture.com/news/view-the-lawdeb-pensions-debate-2021-
recording



https://www.lawdebenture.com/news/view-the-lawdeb-pensions-debate-2021-recording

Stewardship or Divestment?

, , Divestment is the process of selling assets already held by a pension scheme. Divestment remains a
fallback strategy for pension schemes with investments in assets which are unable to reduce their
‘ ‘ contribution to climate change or where a good stewardship approach has failed. Nevertheless,
widespread divestment by pension schemes is unlikely to have the required impact on the real
economy’s contribution to climate change. Encouraging behaviour change in companies through good
stewardship is more likely to be an effective approach to help the real economy transition to net zero.

We welcome the Minister’s clear statement that divestment should be a last resort. We recommend that
the Department set out, in response to its report, what specific steps it is taking to ensure that its policies
do not incentivise divestment over good stewardship— while making clear that schemes could
nevertheless consider divestment when there is no other option.

House of Commons Work and Pensions Committee
Pension stewardship and COP26

Source: https://committees.parliament.uk/publications/7454/documents/78039/default/



4: Metrics and Targets
Under the new regulations the trustees are required to:

Select at least three metrics:

f‘\ . total greenhouse gas emission of assets (‘absolute emissions’)
. total carbon dioxide emissions per unit of currency invested (‘emissions intensity’)

. one other related to climate change (‘additional metric’)

Obtain data each year to calculate the metrics and use this to identify and assess the
climate-change risks and opportunities

Ox Set a target for one the metrics and measure the performance against this measure each
‘ ’ year

METRICS AND TARGETS



Greenhouse Gas Emissions — Scopes 1, 2 and 3

Q00O OO

Scope 2 Scope 1
INDIRECT DIRECT
Scope 3
II INDIRECT
purchased
goods and ﬂ
SErViCEs
purchaed electricity, steam, %
d: heating & coaling for own use
=5 N o
Facilities
capital
goods . ;-m‘.—_.
employes
Fuel and X commuting
energy related HQ
activities business
b COMmpany
transportation vehicles
and distrbution waste
generated in
operations
Upstream activities Reporting company

Source: Greenhouse Gas Protocol

Scope 3
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transportation
and distribution

investments
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processing o
sold products % ﬂ
use of sold E o
Products  endokife
treatment of
sold products

Downstream activities

METRICS AND TARGETS



METRICS AND TARGETS

What About Net Zero?

The regulations require a target to be reported each year but do not

require schemes to set a ‘Net Zero’ target
However, some schemes have already begun to do so, for example:

Major UK pension funds wo

: It
£900bn commit to net zero Hinearly

Church of En
- gland, Lloyd .
pledging to meet 2050 t}z;rz :::ld the Nationg] Grid among those

: www.btps.co.uk, www.guardian.co.uk, www.ft.com

Sources


http://www.btps.co.uk/
http://www.guardian.co.uk/
http://www.ft.com/

What About Net Zero?

METRICS AND TARGETS

... and some groups are putting pressure on large schemes who have not
made sufficient Net Zero commitments, for example:

of leading pension

to proper climate

Source: www.linkedin.com (‘Make My Money Matter’)



http://www.linkedin.com/

Questions?

Please use the question
section in the drop downs

w .View” He!p'if .

- » Audio

 » Handouts: 1

&  » Questions |



Thank you for joining us

Survey Feedback:

Please help the IIPM and complete the survey at the end of the webinar — or find the link in your follow up
email

CPD Information will also be included in confirmation email next week

Irish Institute of Pensions Management
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