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Hampshire Pension Fund – Task Force on Climate-related Financial 
Disclosures – 2023 

Introduction 

The Hampshire Pension Fund supports the recommendations of the Financial 
Stability Board’s Task Force on Climate-related Financial Disclosures (TCFD). TCFD 
provides a global framework to enable stakeholders to understand the financial 
system’s exposure to climate-related risks particularly affecting organisations most 
likely to experience climate-related financial impacts from transition and physical 
risks. TCFD is supported by over 3,800 companies and financial institutions 
worldwide.  

The Fund has committed to reporting on its approach to climate risk using the TCFD 
framework for asset owners and did so for the first time in 2021. This report sets out 
the approach to managing climate risk within the TCFD’s four thematic areas of 
Governance, Strategy, Risk Management and Metrics and Targets. The report also 
includes the recommendations of the Department for Levelling Up, Housing and 
Communities (DLUHC) that were consulted on in their paper Governance and 
reporting of climate change risks in September 2022.  

Governance   

Recommended Disclosure (a)   

Describe the Administering Authorities’ oversight of climate-related risks and 
opportunities.  

Hampshire County Council is the Administering Authority of the Hampshire Pension 
Fund, part of the Local Government Pension Fund Scheme (LGPS). The Hampshire 
Pension Fund Panel and Board (a committee of Hampshire County Council) is 
responsible for agreeing investment objectives, strategy, structure and for 
developing and agreeing the Responsible Investment Policy. All of the Hampshire 
Pension Fund’s investments are managed by specialist external investment 
managers. The Panel and Board receive regular reports from the Fund’s investments 
managers, which includes their management of responsible investment and climate 
related risks and opportunities. 

To assist with managing the Pension Fund’s Responsible Investment policy and 
monitoring its activities, the Panel and Board has created a specific Responsible 
Investment (RI) Sub-Committee 

In the last year the Hampshire Pension Fund Panel and Board and the RI sub-
committee have considered 3 separate reports specifically addressing Climate 
Change risks. These are summarised as follows:  
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• March 2022: the Panel and Board agreed and published the Pension Fund’s 
third annual update on Responsible Investment, including carbon footprint 
analysis of the Fund’s listed equities. 

• July 2022: the Panel and Board agreed changes to the Fund’s RI policy 
following consultation with the Fund’s scheme members and employers. 

• November 2022: a report was received from specialist third-party consultants 
(MJ Hudson) analysing the carbon footprint of the Pension Fund’s investments 
and the climate change risks in each portfolio. 

In addition to the reports above the Panel and Board received further training from 
the specialist third-party consultant on climate change risk. 

Recommended Disclosure (b)  

Describe management’s role in assessing and managing climate related risks 
and opportunities, including: 

• any person other than the scheme manager who undertakes relevant 
governance activities and the process by which the committee satisfy 
themselves that this is being done, and 

• any person who (other than a legal advisor) advises the scheme 
manager on relevant governance activities and the process by which the 
committee satisfies itself that adequate steps are being taken. 

The Director of Corporate Operations is responsible for implementation of the 
Pension Fund Panel and Board’s decisions. Day-to-day implementation of the 
Pension Fund’s Responsible Investment policy is delegated to the external 
investment managers, who operate under the Pension Fund’s policy on Responsible 
Investment and are responsible for:  

• portfolio management including individual decisions on purchase retention and 
sale of investments.  

• decisions on corporate actions and corporate governance (proxy voting) 
• responsible investment activity including analysis and engagement with 

companies.  

The Pension Fund’s officers with oversight from the Director of Corporate 
Operations, and where appropriate via the ACCESS pool meet regularly with the 
Fund’s investment managers. In addition the Pension Fund Panel and Board see 
each investment manager at least once annually to provide the opportunity to satisfy 
themselves that climate risks and opportunities are being managed. 

In addition, the Pension Fund Panel and Board receives external support from: 

• Specialist third-party consultants (MJ Hudson) who have been commissioned to 
for specific pieces of work in reviewing its investment managers and the climate 
risks and opportunities in its portfolios. 
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• Its independent advisor who provides advice on the general management of the 
Pension Fund, in particular the oversight of investment managers and advice 
received by consultants. 

The Members of the Pension Fund Panel and Board and officers, have an annual  
training plan, based on CIPFA’s Knowledge and Skills framework to ensure that they 
have the required skills and experience to satisfy the Administering Authority that 
there is appropriate management of climate risks and opportunities; this training 
includes access to the Hymans Robertson LGPS Learning Academy, an on-line 
module based training package which must be completed by all Panel and Board 
Members. The learning academy has a specific ‘Climate Change and TCFD’ module, 
and also within the 'Investments’ module there is specific coverage of ‘Responsible 
Investment’. 

Strategy  

Recommended Disclosure a)  

Describe the climate-related risks and opportunities that will impact the 
investment and funding strategy over the short, medium, and long term. 

The Hampshire Pension Fund has a global investment strategy widely diversified by 
geography, asset class, sector, and manager. Given the diversified nature of the 
Fund’s strategy it will be exposed to all of the risks identified in the TCFD analysis, 
though the degree and timing of the impact cannot be accurately gauged.  

The largest allocation in the Pension Fund’s investment strategy is to equities, 
therefore the Fund’s primary concern is that its investment managers and the 
management of the companies in which they invest have fully assessed climate–
related risks and the potential impact on asset valuations, in particular from:  

• obsolescence, impairment or stranding of assets.  
• changing consumer demand patterns; and  
• changing cost structures including increased emissions pricing, insurance, and 

investment in new technologies.  

The Fund also recognises that there is uncertainty over the direction and speed of 
policy changes in this area.  

Short term risks are those where the impact or the Pension Fund’s actions will have 
an immediate effect, for example: 

• Through the monitoring and discussion of the status of its property investments 
with its appointed investment manager and subscription of the Global Real 
Estate Sustainability Benchmark (GRESB) annual assessment; the Fund can 
monitor the effectiveness of the management of the sustainability of its property 
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portfolio and through its investment manager target where the priorities for 
improvements are.  

• Via its investment managers engagement with the companies that the Fund 
invests in, which the Fund supports and monitors, encouragement can be given 
to companies that share its belief in the importance of implementing the Paris 
Agreement. By adding its support to the adoption and monitoring of 
decarbonisation plans, the Pension Fund can assist in the move to a lower 
carbon economy. 

With respect to medium and longer term risk the effects and any actions will take 
longer to manifest. The Fund ensures responsible investment considerations, 
including Climate Change, continue to be imbedded throughout the investment and 
management processes of all the external investment managers and that the 
managers continue to manage climate related risks and opportunities. As a public 
sector pension fund, reputational risk is also a particular concern, though not for 
financial reasons.  

Funding risks are reviewed by the Actuary at each triennial valuation and on an 
ongoing basis in discussion with the Pension Fund. In relation to Climate Change 
these could include the life expectancy of scheme members of the Fund and the 
ability of the Fund’s employers to continue to meet their pension obligations if their 
circumstances change. 

Recommended Disclosure b)  

Describe the impact of climate related risks and opportunities on the 
investment and funding strategy.  

Responsible investment principles and considerations, including Climate Change 
and Sustainability are addressed in investment manager appointments and the 
Pension Fund monitors on an ongoing basis its investment managers ability to 
manage climate risk and opportunities. The Pension Fund believe that there are a 
number of important and internationally recognised standards that support the better 
management of climate risks and opportunities. The chart below shows the pension 
funds 12 investment managers adoption of these standards. The Fund continues to 
encourage those investment managers that haven’t adopting these standards to do 
so. 
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The Pension Fund has identified five of its portfolios (two passive global equities, two 
active global equities and one multi—asset credit) that have been transitioned to 
lower carbon alternatives without compromising the investment return that the Fund 
requires to meet its Funding Strategy. The Fund will continue to discuss with its 
investment managers where there are opportunities to improve environmental 
outcomes that also correlate with positive investment performance.  

Recommended Disclosure c)  

Describe the resilience of the organisation’s strategy, taking into 
consideration different climate related scenarios, including a 2°C or lower 
scenario.  

The Hampshire Pension Fund believes that Climate Change is a systemic risk and 
thus, a material long-term financial risk for any investor that must meet long-term 
obligations.  

The Pension Fund recognises that scenario testing is an inexact science due in part 
to inadequate disclosure from portfolio companies, however the Fund has engaged 
with its investment managers on climate risk scenario analysis, and following taking 
advice from its specialist external consultant, chose to ask its investment managers 
to consider the PRI’s Inevitable Policy Response scenario. The engagement 
exercise between the Fund’s officers and the investment managers was productive 
and this was given due consideration by the Fund’s investment managers. 

The Pension Fund received a variety of responses from its investment managers, 
ranging from those where further work would be required to be able to fully assess 
the impact, to those that had undertaken detailed modelling in producing their 
response. Although the responses received have varied and did not produce a 
conclusive quantitative answer, it provided a qualitative assessment of the Fund’s 
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investment manager’s different abilities to considering scenario analysis. The Fund 
will look to repeat scenario analysis with its investment managers. 

The Fund continues to encourage greater levels of climate-related disclosures 
through its discussions with its investment managers and their engagement and 
voting with the companies they invest in to address this issue. The Fund is well 
diversified and has allocations to real assets and through its infrastructure portfolio, 
the renewable energy sector, therefore Climate Change risks should have a 
relatively limited impact on returns. 

As part of the Pension Fund’s 2022 Actuarial Valuation, the Fund’s Actuary produced 
scenario analysis of the Fund’s funding position. The Actuary considered three 
scenarios: 

• No transition – implied temperature rise (by 2100) +4⁰C  
• Disorderly transition – implied temperature rise +3-4⁰C  
• Orderly transition – implied temperature rise +1.3-2⁰C  
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In summary Aon’s analysis is that  

• The Fund’s investment portfolio exhibits reasonable resilience under most of 
the climate scenarios. This is due to the diversification of assets. 

• The worst-case scenario for the Fund is disorderly transition. Although initially 
the funding level improves in line with the base case, after 10 years the 
funding level deteriorates sharply and does not recover by the end of the 20 
year modelling period.  

• Another key risk is volatility of the funding level. Under the orderly transition, 
the Fund experiences large falls in the funding level of around 20% before 
recovering. Deterioration of the funding level will place strain on the 
participation of employers as they may have to make up bigger shortfall 
through deficit contributions. 
 

Risk Management   

Recommended Disclosure a)  

Describe the Administering Authority’s processes for identifying and 
assessing climate-related risks.  

The Hampshire Pension Fund’s external investment managers are responsible for 
identifying and managing all risks associated with their investments, and this 
includes Climate Change. This means that external investment managers consider 
any climate-related risks when making their investment decisions.  

The Pension Fund Panel and Board, supported by its independent advisor, the 
Pension Fund’s officers, and the consultants they have commissioned, monitor and 
scrutinise the Fund’s investment managers to help ensure that climate risks are 
being assessed and addressed. The Fund’s carbon footprinting is used to inform this 
process.  

Recommended Disclosure b)  

Describe the Administering Authority’s processes for the purpose of enabling 
them to effectively manage climate-related risks. 

• Development of Specific Investment Strategies  

The Pension Fund’s allocation to global infrastructure includes 14% of commitments 
to renewable energy investments, which includes the production of wind, solar and 
other renewable energy.  

A number of the Pension Fund’s equity portfolios have been moved to strategies that 
are Paris aligned or are lower carbon.  
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• Formal Advice  

The Hampshire Pension Fund has previously taken formal advice from specialist 
responsible investment consultants MJ Hudson including: 

• review of the Responsible Investment Strategy and suggested areas for 
development,  

• training for the Pension Fund Panel and Board, and 
• review the Fund’s external investment managers’ responsible investment 

approaches.  

In 2022 the Pension Fund recommissioned advice on the Environmental, Social and 
Governance (ESG) risks across its investment portfolios. This analysis is a key tool 
for the Pension Fund in analysing the comparative risks and opportunities from 
Climate Change and highlighting areas to focus with the investment managers. 

• Exercise of Ownership Responsibilities 

Ownership activity relating to Climate Change risk is carried out by the Fund’s 
investment managers who are required to exercise the Fund’s voting rights, to 
incorporate analysis of ESG issues into their investment analysis and expected to 
engage on these issues with the companies in which they invest. Voting activity is 
published on the Pension Fund’s website and a summary of key engagements 
following up the risks highlighted by the external review, are reported to the 
Responsible Investment Sub-Committee for the members to include their scrutiny of 
the Fund’s investment managers 

Recommended Disclosure c)  

Describe how processes for identifying, assessing, and managing climate-
related risks are integrated into the organisation’s overall risk management. 

The Hampshire Pension Fund’s overall approach to risk management is described in 
its Risk Management Report, which is part of its Annual Report and Business Plan. 
Over 2022 the Pension Fund’s approach to risk management was reviewed taking 
learning from Hampshire County Council’s risk management approach. Risks are 
now scored on a five point scale, with impacts measured for business, financial and 
reputational impact. 

ESG risk The Pension Fund has a Responsible Investment Policy, which 
includes setting out how external investment managers are 
required to consider ESG factors in their investment decisions, 
including any negative contribution to Climate Change and the 
overall risk from the impact of Climate Change, and to exercise the 
Fund’s responsibility to vote on company resolutions wherever 
possible.  
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The Pension Fund takes advice on the appointment and 
monitoring of its investment managers, which includes their ability 
of assess ESG issues and act as steward of investments on the 
Pension Fund's behalf. 
A significant amount of the Pension Fund’s attention has focused 
on the management of ESG risk, in particular the risk of climate 
change. Monitoring is undertaken through the regular engagement 
with the Fund’s investment managers and is reported in a number 
of ways, including a stewardship report that is made to each 
meeting of the Fund’s RI sub-committee and an annual RI update 
made to the Fund’s scheme members. The Pension Fund 
continues to commission GRESB benchmarking to measure the 
management of ESG for its direct property portfolio, which will be 
used on an ongoing basis prioritise investment in the property 
portfolio for the greatest ESG benefit. The Pension Fund has 
continued reporting in line with the TCFD recommendations, to be 
able to report carbon emissions alongside the investment returns 
from its investment portfolios. Finally the Fund has 
recommissioned specialist consultancy review of the ESG risks in 
its investments portfolios in order to prioritise the scrutiny and 
reporting of stewardship and engagement by its investment 
managers. 

ESG data The Pension Fund relies on its investment managers for the 
provision of ESG data, in particular carbon emissions, in the first 
instance. 
Through early adoption of the TCFD recommendations the 
Pension Fund is in an iterative process with its investments 
manages to ensure all parties have a shared understanding of 
carbon emissions data. 
As part of the mandate for specialist RI consultancy in 2022, the 
Pension Fund has its consultant of independent verification of the 
carbon emissions data of its investment portfolios. 

 

The Pension Fund currently reports extensively on environmental, social and 
governance issues including Climate Change. This includes:  

• reports for the Pension Fund Panel and Board and the Responsible Investment 
Sub-Committee. 

• an annual report on Responsible Investment Activity which is considered by the 
Responsible Investment Sub-Committee, sent to pensioners and included in 
the Fund’s Annual Report. 

• a specific page on the Pension Fund’s website 
https://www.hants.gov.uk/hampshire-services/pensions/local-
government/about-the-scheme/joint-pension-fund-panel/responsible-investment 
containing further information. 

https://www.hants.gov.uk/hampshire-services/pensions/local-government/about-the-scheme/joint-pension-fund-panel/responsible-investment
https://www.hants.gov.uk/hampshire-services/pensions/local-government/about-the-scheme/joint-pension-fund-panel/responsible-investment
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Metrics and Targets   

Recommended Disclosure a)  

Disclose Scope 1, Scope 2 and Scope 3 emissions.  

The Pension Fund is currently unable to publish Scope 3 emissions data. Current 
data from the Fund’s investment managers does not have the necessary coverage 
or reliability for publication. Discussions continue with the Fund’s investment 
managers to improve this. 
Absolute emissions metric: Total carbon emissions 
Data quality metric 

The following table shows that the Pension Fund has carbon data for 65.2% of its 
investments. The majority of the unreported data relates to the funds unlisted assets; 
property, private equity and infrastructure investments, where calculating emissions 
data is harder and behind other asset classes. 

Total Financed emissions Scope 1 Scope 2 Scope 1&2* 
  (tCO2e) (tCO2e) (tCO2e) 
Estimated 30.5% 69,539 28,165 232,585 
Reported 34.7% 25,520 7,052 429,464 
Verified 0.0%    
Unreported 34.8%    
Total 100.0% 95,059 35,218 662,049 

*Scope 1&2 emissions are not the total of Scope 1 and Scope 2 as for some portfolios the 
figures cannot be separated and reported individually 

Emissions intensity metrics: Carbon footprint and carbon intensity 
Paris-aligned metric 

The table overleaf shows the carbon footprint (tCO2e/£m invested) and carbon 
intensity (tCO2e/£m revenue) of each of the Pension Fund’s portfolios, and where 
available the proportion of companies in the portfolio that have set goals aligned with 
a well-below 2°C scenario (i.e. with the goals of the Paris agreement), which is 
consistent with net zero carbon emissions by 2050. Through the engagement with 
companies by its investment managers, companies are encouraged and supported 
to set Paris-aligned goals where they have not done so already.
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Emissions intensity metric: Carbon footprint 

Investment manager Asset class Scope 1&2 

  
Total Carbon 
Emissions 

Carbon 
footprint 

Carbon 
Intensity 

  (tCO2e) 
(tCO2e/£m 
invested) 

(tCO2e/£m 
revenue) 

Paris-
aligned 
companies 

Acadian Active global equities 32,671 51.4 76.8 53.3% 
Baillie Gifford LTGG Active global equities 1,414 2.4 17.6 38.0% 
Baillie Gifford GA Active global equities 9,406 17.6 64.2 40.5% 
Dodge & Cox Active global equities 101,307 141.2 193.6 50.0% 
UBS - factor mix Passive global equities 39,633 50.7 149.3 31.6% 
UBS - all world Passive global equities 8,665 33.7 86.9 33.9% 
UBS - emerging markets Passive global equities 5,525 178.8 451.1 5.8% 
Alcentra Multi-asset Credit  158.9 398.0 8.0% 
Barings Multi-asset Credit 15,254 44.0 104.8 24.5% 
Twenty-four AM Asset-back Securities 32,948 34.0 -  
Insight Asset-back Securities - - -  
CBRE UK property - - -  
Abrdn Private Equity - - -  
GCM Infrastructure - - -  
JPM AAM Private Debt 28,529 65.8 144.9  
UBS - index linked gilts Passive  386,697 148.2 -  
Internal Cash - - -  
Total/Weighted total  662,049 83.7 138.6   
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Recommended Disclosure b)  

Describe the targets used by the organisation to manage climate related risks 
and opportunities and performance against targets.  

The Pension Fund supports the objectives of the Paris Agreement and believes that 
keeping a global temperature rise this century to well below 2⁰C (which we take to be 
1.5⁰C) relative to pre-industrial levels is entirely consistent with securing strong 
financial returns, which is its most prominent area of focus for responsible 
investment. 
The Pension Fund commits to the aim for its investments to have net-zero 
greenhouse gas emissions (which includes Scope 1, 2 and 3 emissions) by 
2050 at the latest. 
To track the Fund’s progress to net-zero emissions, the Pension Fund measures 
against the Net-Zero Asset Owner Alliance (NZAOA) trajectory.  
The latest figures for 2023 show the Pension Fund has achieved a 62% reduction 
since 2020, well below the NZAOA trajectory. 
Decarbonisation – Hampshire Equities (Scope 1&2) NZAOA decarbonisation 
guidelines (indicative) 
(% reduction vs. Baseline) 

 

There has been a small increase in emissions from last year, for both Hampshire’s 
equities and the benchmark as result of: 

• The majority of the world emerging from lockdowns in response to the 
COVID-19 pandemic, which has increased economic activity and the resulting 
emissions. 

• Challenging market conditions in 2022 reduced the value of low emissions 
companies, particularly technology companies, and increased the value of 
higher emitting companies especially energy companies. 
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Whilst the increase is disappointing, the Pension Fund is well positioned overall, well 
below a trajectory to net-zero. The Pension Fund is still benefiting from a number of 
changes agreed by the Pension Fund Panel and Board to reduce the carbon 
emissions of its investment portfolios or invest in portfolios with already very low 
emissions: 

• Acadian Managed Volatility – carbon emissions limited to 50% of the 
benchmark. 

• Baillie Gifford Long Term Global Growth – carbon emissions are only 6% of 
the benchmark. 

• Baillie Gifford Global Alpha – moved to a Paris Agreement aligned strategy.  

• UBS passive global equities – moved to a climate aware strategy.  

• UBS passive factor equities - – moved to a carbon aware strategy. 

• Barings multi-asset credit - carbon emissions limited to 70% of the 
benchmark. 

 
 


