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2017/18 Overview

Richard Mclndoe
Director SPFO
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Responsible Investment and Climate Change

House of Commons
Environmental Audit Committee

Greening Finance:

embedding
sustainability in
financial dacision
making

Sevenin Report of Session 2017-19
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Actuarial Valuation

Strathclyde Pension Fund No 1 Fund

2017 Actuarial Valuation Report
March 2013

Catherna McFatyen

Stacey McLean

Fellows of the Institute and Facuity of Asharies
For and on behat of Hymans Robertson LLP




Investment

Weekly tracker PROFESSIONAL
How likely Is It that scheme Investments pENSIONS
will be at a higher value In six months? PENSIONS BUZZ
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Investment

Market Summary > S&P 500 Index
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Scheme Administration

SCOTTISH STATUTORY INSTRUMENTS

BCOTTISH-STATUTORY - INSTRUMENTSY

2014 No. 164
2015-No.° g

PUBLIC SERVICE PENSIONS
PUBLIC-SERVICE-PENSIONSY

The Local Government Pension Scheme (Scotland) Regulations Local-Government-Pension Scheme-(Scotland) Amendment-
2014 Regulations-20159
Made - - - . Sih Juane 2004
SCOTTISH STATUTORY INSTRUMENTS
Laridd befre the Scottish Parlicmen iy Jreme 2004
Coming inle force e aocordamce witk regulation J
2014 No. 233
CONTENTS PUBLIC SERVICE PENSIONS
SCOTTISH STATUTORY INSTRUMENTS The Local Government Pension Scheme (Transitional

STATUTORY INSTRUMENTS

2009 Mo. 187
PENSIONS 1998 No. 366 (S.14)
The Local Government { Discretionary Pavments and Injury PENSIONS

Benefits) (Scotland) Amendment Regulations 2006

The Local Government Pension Scheme (Scotland) Regulations 1898

Made - - - - T4l My 2000
Lakd bafowe rlse Seom sh Pariiowes I Sy Moy 2010
N S R p— g i
Comimy buio firar e aocordases with repalatdon 1i2) Made 20th February 1998
The Scottish Minises make the following Regol o ons in exercise of the poaers conlered by Laid before Paniament 10th March 1998
sections 7, 12 and 24 of the Sopermmmtion Ad 1973) and of all other powers enabling them o Coming info force 15t Aprit 1998

do s

In accomines with section T4) of the Act ey hove corsobed soch ssodafions of leml The Secretary of State, in exercise of the powers conferred on him by sections 7 and 12 of the Superannuation Act 1972(1) and of all offler
itcrities a5 appeaied fo fhem io be concermead, soch bocal amthorities with ahom ool tation powers enabling him in that behalf, after consultation with such associations of local authorities as appeared to him to be concemed, the

appeared to Sem i be desinble, and sodh repmsentatives of ather pemons Hiely i be affecied by local authorities with whom consultation appeared to him to be desirable and such representatives of other persons likely to be affected by
e mroeesd Erolators 45 Ao = 10 eI 0 D e AT T




Scheme Administration

SCOTTISH STATUTORY INSTRUMENTS

REGULATION (EU) 2016/679 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL RUMENTSS
of 27 April 2016
on the protection of natural persons with regard to the processing of personal data and on the free movement of such data, and repealing
Directive 95/46/EC (General Data Protection Regulation) ONgﬁ[
(Text with EEA relevance)
The Loc otland)-Amendment-

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION.

Having regard to the Treaty on the Functioning of the European Union, and in particular Article 16 thereof,
Having regard to the proposal from the European Commission,

After transmission of the draft legislative act to the national parliaments, NTS
Having regard to the opinion of the European Economic and Social Commiitee (])=
Having regard to the opimion of the Commuttee of the Regions (2)=

Acting in accordance with the ordinary legislative procedure (3),

Whereas:

SCOTTI{ (1) The protection of natural persons in relation to the processing of personal data is a fundamental right Article 8(1) of the Charter ¢sitional

Fundamental Rights of the European Union (the “Charter”) and Article 16{1) of the Treaty on the Functioning of the European Union (TFEU
provide that everyone has the right to the protection of personal data concerning him or her.

(2) The prnciples of. and rules on the protection of natural persons with regard to the processing of their personal data should, whatever the
nationality or residence, respect their fundamental rights and freedoms, in particular their night to the protection of personal data. Th
Regulation 1s intended to contribute to the accomplishment of an area of freedom, security and justice and of an economic union, to economi

The Local Gov and social progress, to the strengthening and the convergence of the economies within the internal market, and to the well-being of natur;
Benefits) ( persons.
s () Directive 95/46/EC o_f the El_lropean Parliament and of the Council (4) seeks to harmonise the protection of fundamental nights and freedom gU| ations 1998
Lakd bafowe rlse Seom sh Pariiowes I Sy Moy 2010
Comimy buio firar e aocordases with repalatdon 1i2) Made 20th February 1998
The Scottizh Minisen make the following R agol sions in evacise of the powers condmed by Laid before Pariiament 10th March 1996
sevtions T, 12 and 24 of e Soperaomation Aat 19725) and of ol other powers erabling them io Coming into force 15t April 1998

do s

In accomines with section T4) of the Act ey hove corsobed soch ssodafions of leml The Secretary of State, in exercise of the powers conferred on him by sections 7 and 12 of the Superannuation Act 1972(1) and of alllofBer
amtharities 05 appeaed o them o be concermed, sneh local anthoritiss with whom ol tation powers enabling him in that behalf, after consultation with such associations of local authorities as appeared to him to be concemed, the

appeared to Sem i be desinble, and sodh repmsentatives of ather pemons Hiely i be affecied by local authorities with whom consultation appeared to him to be desirable and such representatives of other persons likely to be affected by
e mroeesd Erolators 45 Ao = 10 eI 0 D e AT T




Scheme Administration

DRAFT - 1 KOVEMBER 2017
SCOTTISH STATU — — -
SCOTTISH STATUTORY INSTRUMENTS
REGU CIL RUMENTSS
2018 No.
PUBLIC SERVICE PENSIONS
on the protection of natur3 The Local Government Pcnsinzl; iS;;:hcmc (Scotland) Regulations kuch data, and repealing
)
ONSY|
Aade - - - - 2018
Tl-h: L'CIC Faid bafore the Scomish Parliauent 2018 otl an.d) .Amen_drnen_t.
THE EUROPEAN PARLIAM] Coming ints force in aceordance with regulation |
Having regard to the Treaty on CONTENTS
= PART 1
Having regard to the proposal Membership, contributions and henclits
A Preliminary Provisions
After transmission of the draft 1. Citation, commencement and extent 4 INT S
2 Tntroductony 4
Havi dto th .- Membarship
aving regard to the opimon 3 Active membership 5
4. Restriction on cligibility for active membarship 3
Having regard to the opinion o i :L“l‘c"r‘:‘;("‘f::‘:““h""""“"""’ ;
'.?- Pensioner members 7
Acting in accordance with the b} Pension credit and survivor mun'he: 7
Contitbutions
o Contribulions 4
WhereaS: 10 Temporary reduction in contributions @
", Contributions during absemes From work 9 ..
SCOTTIH (1) The protection of naty (2 Conketkue drckg Siliriliod hovr. k4 icle 8(1) of the Charter ¢Sitional
. 3 “ontributions during reserve forces service leave .
Fundamental Rights of 14 Contributions during abscnie Tor fness olc. 10 he European Union (TFEU
pl'O'\'idE that everyone Hl 15, Emplover contributions during abscnce n
g 16, Additional pension contributions 11
17. Additienal veluntary contributions 13
— 18 Rights 1o retum of contributions. 15 ; .
(2) The prmmplcs Df’ and (L'} Faclusion of righls Lo relum of contributions 16 data ShOl.llCL whatever the
nationality or residenc i“- N'“-"“"'flofw_f“":?bk pay 1-6, fion of personal data. Thy
. P 1. Assumed pensionable pay 1 - -
Regulation 1s intended 4 Firnision weooimily onomic union, to econom;
The Lma;(im- and social progress. to > b oAl s - o the well-being of natur;
Benefits) ( persons.
Al9314571
s () Directive 95/46/EC o_fi imental rights and freedom gulatlons 1998
Lakd bafowe rlse Seom sh Pariiowes I Sy Moy 2010
! . . : Pt
Comimy buio firar e aocordases with repalatdon 1i2) Made 20th February 1998
The Scottish Ministes make She follvwing Regolsions in exarciss of de posers confered by Laid before Paniament 10th March 1996
s;-::m:'-‘, 12 amd 24 of fhe Sopermmmtion Ad 1975) and of ol other powers enabling them i Coming into force 13t April 1998
In acorhinee with section T(%h of thet Act, ey have consohed soch smocations of loal The Secretary of State, in exercise of the powers conferred on him by sections 7 and 12 of the Superannuation Act 1972(1) and of alllother
amtharities 05 appeaed o them o be concermed, sneh local anthoritiss with whom ol tation powers enabling him in that behalf, after consultation with such associations of local authorities as appeared to him to be concemned, the
;‘;:"“d ‘“::;E:ﬂ_ﬁﬁ‘;“’gx::‘i’;‘ Tves ""T”" pemans licely fo be affeced by local authorities with whom consultation appeared to him to be desirable and such representatives of other persons likely to be affected by




Governance

MANDATORY ROLES OTHER STAKEHOLDERS
Responsible Authority
=> (Scottish Ministers) SlFES
2\ Scheme
Advisory
—|> Board COSLA
: Scheme Managers

s (Administering Authorities) AN
= C—
C_; Glasgow City Council 4— GAD
& City of Edinburgh Council

Aberdeen City Council
T Dundes City Council
g Scottish Borders Council
‘D Dumfries & Galloway Council
= Falkirk Council
& aFifchuO#cr;lcl RS SN Employers
(<5} Highlands Council
|E Orkney Islands Council

Shetland Islands Council

Other Advisors
: ! (E.g. actuaries, audit)
Pension Boards
mmm— | |_GPC, CIPFA, PLSA etc.

Scheme Member




T/L. - pQOFESSIONQL j = DB Scheme of the Year

ﬁ&' pENSIONS = DB Communications
¥, PENSION SCHEME

= Best use of Alternatives

AWARDS

& 2017
WINNER

= Best UK Scheme

LAPF Investments Awards

For local authority pension funds and their advisers 4

Best Investment Strategy



Finance — Annual Report and
Accounts 2017/18

Paul Murphy
Finance Manager




Final Accounts 2017/18

ANNUAL REPORT
AND FINANCIAL

STATEMENTS

FOR THE YEAR ENDED
31 MARCH 2018

—m




Agenda

2017/18 Annual Accounts

— Fund Account
— Return on Investments
— Net Assets Statement

Statistics, current and previous year movement and
trends

Future cashflow and factors



2016/17
£m

398

122

5

1

526

411
121
25

557

-31

2017/18 Annual Accounts — Members

FUND INCOME
Contributions receivable from employers
Contributions receivable from employees
Transfers in

Other income

FUND PAYMENTS
Pensions

Lump sums and Death Benefits
Payments to and account of Leaver

Net addition/Reduction - from dealings
with members

2017/18
£m
417
125

6
1
549

422
125
33

580

-31



£m
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Total Income from Members and Employers
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£m

Total Expenditure from Dealing with Members
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400

300

200
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2013/14

2014/15

2015/16

2016/17

2017/18




Statistics

Average Pension £5,600 (76,683)
Average Lump sum £37,900 (2,150)

Average employee contributions £1,300 (98,870
net cost £1,000)

Average employer contributions £4,300 (178
employers for 98,870 staff)

Members 233,312 (5% increase and 14% from
2014)



Return on Investments

£1.2bn or
6%



2016/17
£m

252
(101)

3,521

3,672

3,641

16,059

19,699

2017/18 Accounts — Return on Investment

RETURNS ON INVESTMENTS

Investment income
Management expenses

Change in market value of
iInvestments

Net returns on investments

Net movement in the Fund during
the year

ADD
Opening net assets as at 1st April
EQUALS

Closing net assets as at 31st March

2017718
£m

285
(114)

967

1,138

1,107

19,699

20,806



£m
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Net Return on Investments
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£20.8bn



2016/7
£m
9,213
7,714
280
1,673
1,096
19,976

(315)
03

(55)

19,699

2017/18 Annual Accounts — Net Assets

Investment Assets
Equities

Pooled Investment Vehicles
Derivative Contracts
Property

Cash and Other

Investment liabilities
Current Assets
Current Liabilities

Net Assets

2017718
£m

7,286
10,395

2

1,881
1,272
20,836

(65)
97

(62)

20,806



£m
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Closing Net Assets of the Fund
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Financial Summary

e Net Assets increased from £19.7bn to
£20.8bn. Increase of 6%

 Highest ever Net Assets value

 Triennial revaluation 105.0%. Intervaluation
105.6%



Summary

* |ncreasing fund expenditure (£581m) and
income (£549m)

* Leads to reduction but investment income
(£285m) sufficient to cover this

* |ncreasing members to 233,000 (5%)



10 Year Cashflow

Strathclyde Pension Fund Cash Flow for 2017/18 to 2027/28

900

800 -
700 4'/’/_—:_/_—_:—_——

600

500

£ million

400

300

200

100

0
2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28

—@—Expenditure 578 751 777

=@=|ncome 703




10 Year Cashflow

Strathclyde Pension Fund Cash Flow for 2017/18 to 2027/28

900

800 -

700 4./__‘_{*——0

600
- 500
k=
E 400
“ —
e
300 ——— -— —
> “
200
100 RS
0
2017/18 = 2018/19  2019/20 = 2020/21 = 2021/22 = 2022/23 | 2023/24  2024/25 = 2025/26 = 2026/27 = 2027/28
—8— Expenditure 578 594 614 635 656 679 702 726 751 777 804
—8— Members Income 552 577 609 622 635 648 661 675 689 703 718
—8— Investment Income 252 261 270 279 289 299 310 320 332 343 355

pat =




Future

Auto-enrolment

Inflation

Market conditions

Freedom and Choice and Structure Review



Questions?

32



Administration

Linda Welsh
Pension Scheme Manager




Agenda

Another challenging year - (Oh great more grey hairs &
wrinkles, you would never know | am only 25!!)

Membership Data
SPFO performance
Employer engagement/performance

What's next:

TPR Data Quality

Fund Data Improvement Plan
I-Connect/Online submissions
Improving everyone’s experience



Another Challenging Year!

Valuation

Payments
13,000 records
§5,000 , Processes cleansed
pen5|one|fs.x 1 100,000
£550 million

ABS
98% issued
by 315t
August

automatic
enrolment

Are you ready?

1CO.

Infarmation Cammissioner's Office

Welcomed
new Pension
Board and
Committee

Digital
Delivery

Regulations
2018




Digital Delivery

Contactus  HELP

About us News Publications Members Tools Employers Investments

SPFOnline

FOR YOUR FUTURE

63,617 registered

17/18 target was
53,000

SPFOnline

Employer Services

36



The Local Government Pension Scheme (Scotland)
Regulations 2018

o =  Effective date — 15t June 2018
SCOTTISH STATUTORY INSTRUMENTS . Consolidation Of Regulations

B8 B, = Retirement Benefits — Regulation 29
PUBLIC SERVICE PENSIONS .
(13) - Regulation removed so that
| - members who reach age 55 and elect
to take early payment of their
contirs pension, with an actuarial reduction,
' do not need their employer’s

consent.

The Local Government Pension Scheme (Scotland) Regulations
2018

4 = Special Circumstances where revised
§ valuations and certificates must be

; obtained - Regulation 61 - Regulation
amended to give more flexibility for
h administering authorities to manage
liabilities when employers leave the
Scheme and to provide for ‘exit
credit’ to exiting employers if
appropriate.

Al9314571



Membership Data

120,000
100,000 98,870

”””””” 94,647

90,856
87,430
85,188
an A
uuuuu 0 TR 76,683
70,482
65,484
v :t:IFIE
0,000 38,924 57,759 "
' 53,465 m Deferred
B Pensioners
45,977 46,541

,,,,, 38,810

uuuuuu

2008 Val 2011 Val 2014 Val 2017 Val Mar-18



SPFO Performance

SPFO
Transactions Volume Target Target % | Achieved % | Statutory | Achieved %
days Deadline
Data Changes 16,309 15 days 95% 94.3% 2 months 100%
As soon as
Refunds 2,335 7 days 90% 94.1% reasonably 100%
practicable
Deferred 2,220 10 days 90% 71.6% 2 months 83.15%
Retiral Estimates 3,159 20 days 80% 79.7% 2 months 98%
Payments
HAUEUSIS [V 12 N/A 100% 100% 100% 100%
run on time
New retirals
processed for due 1,050 N/A 95% 92.2% N/A
payroll date
Retirement lump
sums paid on 1,050 N/A 95% 92% N/A
retirement date
Contribution
income received 12 N/A 100% 100% 100% 100%

by due date




Member Survey Results

Refunds Retirals
Forms Issued 2,335 2,135
Responses 1,297 881
Response Rate (%) 55.5 41.3
“Satisfaction rating” (%) 84.6 89.6
Target (%) 80.0 90.0
2016/2017 full Year (%) 82.8 88.6




Our achievements!

Professional Pensions -
e DB Scheme of the Year
e DB Communications
e Best use of Alternatives

IPE Award
Best UK Fund

LAPF Investments —
* |nvestment Strategy




Employer Engagement

TEAM SUCCESS

. *"

aq‘ WORKING
B TOWARDS A
COMMON VISION



Employers Performance

Service Standard

Achieved 16/17

Achieved 17/18

New start good quality data (Local Authority

Employers) 72% 88%
Electronic notification of changes received (Local

Authority Employers) 60% 74%
Prior notice of retirement (2 months) 35% 5006
Submission of year-end contribution return by the 20th

May 76% 66%
Remittance of employee and employer contributions by

the 19" of the month following deduction (Local 99% 100%

Authority Employers)




Employer Data

31st March
2018
Members %
Record status matched 97,185 98.3
Missing new start data
761 0.8
Missing leaver data 924 0.9
Total employee members
98,870 100

Aggregate prior and current year exception rate of 1.7% achieves the year-end
target of <2%.




What's Next?




Why accurate data matters

N

Ensures the Fund retains
accurate member details
and pays the correct
benefits

Minimise risk of fines or
additional charges

O

*

Reduce effort
expended responding
to pension queries for

both the Fund &
Employers

Accurate data for fund
valuation = correct charges
levied on employers

v

Annual benefit
statements produced on
time and accurately



Presenter
Presentation Notes
THERE ARE OBLIGATIONS ON EMPLOYERS TO PROVIDE INFORMATION TO FUND WITHIN STRICT DEADLINES

ACCURATE DATA MEANS YOU ARE NOT WASTING YOUR RESOURCE 
CHASING MEMBER DOCUMENTATION,  PRODUCING MONTHLY | AD_HOC | END OF YEAR RETURNS  

POOR QUALITY DATA HAS  ON VALUATION DATA & FRS 17 RESULTS
STRAIN ON FUND – HIGHER LIABILITIES 
EMPLOYER CONTRIBUTIONS

INACCURATE ESTIMATES
POOR DECISION MAKING
CHALLENGES FROM THE EMPLOYEE

HITTING THE DEADLINE FOR ISSUING ANNUAL BENEFIT STATEMENTS

REDUCTION IN THE NUMBER OF QUERIES YOUR TEAM HAS TO ADDRESS AT YEAR END

ULTIMATELY MEETING THE TPR STANDARDS ON DATA QUALITY 






The Pensions

Regulator

Data Improvement Plan
Activity

Set objectives you want to achieve

J

Define outcomes and scope of plan

\

Define activities, dependencies, timeline,
resources and governance

2 J

Deliver Report



Employer challenges

Supporting
multiple
interfaces

Lack of
resource to
provide data,
e.g. at year
end

|dentify
changes to be
sent to the
pension
scheme



Presenter
Presentation Notes

 
 



I-Connect

Starters

IIIIIIIIIIIIIIIIIIIII*

Reminders

<IIIIIIIIIIIIIIIIIII

Leavers

IIIIIIIIIIIIIIIIIIIII*

Employer Data Opt-outs

IIIIIIIIIIIIIIIIIIIII*

llllllllllllllllll’ Opt-in/Re-enroIments
Employer IIIIIIIIIIIIIIIIIIIII*
Validation/Errors

Monthly financial data

IIIIIIIIIIIIIIIIIIIII*

Personal details changes



I-Connect Online Return

’?f. i- co nn ect john dale@heywood.couk i My Account ContactUs Logout

BOOST-ALTQATO1 - Location 00020 : OLR ‘Online Return Latest History

Online Return - Employee Contributions & Pay - Year to Date values

“ Th e p e rfe Ct S O / u t i O n © Online Return employee information successfully saved.

This is a summary of each employees pay and contributions for the year to date.
If any of the pay and contributions values for the year to date are incorrect for the employee, change the value

for small employers Wi

Click 'Continue’ to validate and save the pay and contributions information displayed and continue to the next page

who are unable to

Employee Contributions & Pay - Year to Date values

produce the payroll iz

Payroll Ref This Pay Period Totals Year to Date Totals CARE Pay Full Time Equivalent Pay
EEMain  EE 50/50 ER EE Main EE 50/50 Main Section  50/50 Section

o
e X t r a C t I l e V4 BBODDO33A 540033 60.00 000 12000 50.00 0.00 120.00 1,000.00 0.00 12,000.00
YEDDDOO1A 124444 120.00 000 24000 120.00 0.00 240.00 2,000.00 0.00 24,000.00
5 3 Bi 3, 1
< Back || 5> Continue



Why i-Connect? “i-Connect simplifies
interactions with the
Fund for the employer”

i-Connect?

NE
-






Questions?
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2017 Valuation

Strathclyde Pension Fund AGM
Friday 15 June 2018

Catherine McFadyen FFA
Steven Law FFA

Hymans Robertson LLP is authorised and regulated

by the Financial Conduct Authority HYMANS 3¢ ROBERTSON
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Strathclyde
Pension Fund

HYMANS 3% ROBERTSON



Y/

What happened since 2014

* Pre-retirement
— Pay increases 2.7% p.a.
— Less IH retirements
— Benefit increases 0.7% p.a.

* Post-retirement
— Benefit increases 0.7% p.a.
— ‘Positive’ death experience

HYMANS 3£ ROBERTSON







Actuarial assumptions

Discount Rate
Pre-retirement
Post-retirement
Salary Increases

Benefit Increases

./

5.9%

5.5%

5.1%

2.8%

5.1%

4.7%

4.5%

2.7%

3.7% ‘
3.3% ‘
3.6% f
2.4% f
HYMANS '|:|: ROBERTSON



In numbers

Surplus / (deficit) at last valuation (839 i
Interest on surplus / (deficit) (127) i
Investment returns greater than expected A_ 3,715
Other membership experience items A
Change in demographic assumptions AI 75
Change in financial assumptions (3,129) _
Surplus / (deficit) at this valuation F 939
(4,000) (3,000) (2,000) (1,000) :) 1,000 2,000 3,000 4,000 5,000

fm

59 / HYMANS 3 ROBERTSON




In numbers

Valuation Date

31 March 2014

31 March 2017

Past Service Liabilities (Em)
Employees 6,920

Deferred Pensioners 1,569
Pensioners 6,299
Total Liabilities 14,788
Assets 13,949
Surplus / (Deficit) (839)
Funding Level 94%

HYMANS 3 ROBERTSON



But challenges remain

o Market uncertainty
— Global trade
— US economic experiment
— Brexit negotiations

 Employer risks
— Affordability
— Cessation
— Data

 Managing external pressure
— Untested regulators
— Public perception

HYMANS 3£ ROBERTSON
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L GPS Scotland
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Reported 2017 Funding Levels

Scottish LGPS Funds - 2017 Reported Funding Levels

Range:
90.0%

160.0%
To
oo 114.1%
112.4% 114.19
105.0% 107.1%  107.2%
120.0% 100.7%
97.8%
91.7% 92.3% 92.9%
90.0%
100.0%
o
>
(V]
-
%0 80.0%
£
c
>
[N
60.0%
40.0%
20.0%
0.0%
Shetland Dumfries Falkirk Fife Lothian Highland @ North East ~ Tayside Orkney Scottish
Islands and Islands Borders
Galloway Sth
Source: 2017 actuarial valuation reports
HYMANS 3¢ ROBERTSON
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Rebased 2017 Funding Levels

Scottish LGPS Funds - 'Like for Like' Funding Levels

106.2%

120.0% 97.4%
96.9% 97.1%

94.7%

89.3%  91.3%  g179  91.8%
100.0%

80.0%
60.0%
40.0%
20.0%

0.0%

Shetland Falkirk Dumfries Fife Scottish Tayside  Highland North East Lothlan
Islands and Borders
Galloway

/65

119.2%

109.0%

Orkney
Islands

2nd

HYMANS 3 ROBERTSON



Current Contribution Rates

Average Total Contribution
Movement over

period

Rate
2018/19 - 20/21

Strathclyde Pension Fund 19.6% Stable
Lothian Pension Fund 21.3% Increasing
North East Scotland Pension Fund 19.4% Stable
Tayside Superannuation Fund 17.1% Stable
Scottish Borders Pension Fund 18.9% Stable
Dumfries and Galloway Pension Fund 21.7% Stable
Falkirk Council Pension Fund 22.0% Increasing
Fife Council Pension Fund 24.1% Increasing
Highland Council Pension Fund 19.7% Stable
Orkney Islands Pension Fund 17.6% Decreasing
Shetland Islands Pension Fund 20.6% Stable

Source: 2017 actuarial valuation reports
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e Strong investment performance means that the
LGPS in Scotland is holding more assets per £ of
pension to be paid in future than ever before.

Good news

e The investment return needed on the assets
currently held to be able to pay benefits earned
has fallen from 4.5% in 2014, to 3.3% at 2017.

e Expected asset returns have
also fallen
e Payrolls have fallen relative to
liabilities so paying any new
deficits with contributions
7 A ’ would be harder HYMANS 3 ROBERTSON




Funding the cost of new benefits

Cost of Investment
Benefits Returns

Employer
Contributions

Employee
Contributions

Benefits and employee contributions are fixed

/ A HYMANS 3 ROBERTSON



How much do new benefits cost?

@ Corresponding cost 27%
e
N

Desirable Cost 15%

0% 5% 10% 15% 20% 25% 30%

Required
Return
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Summary

Past service is well funded..
...but there are still challenges to face:

= Protect past service funding via investments
» Past service liabilities are large vs payroll

= Cost of the scheme going forward

 Markets remain uncertain
 Need to make sure future service is affordable
o Cost risk for employers




Any guestions
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End of Session 1



Investments

Jacqueline Gillies
Chief Investment Officer
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Investment Performance

Fund performance for year ended 31 March 2018

7.0
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M Actuarial Assumed Return  Consumer Price Index
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Investment Performance

Long Term Performance (% p.a.)

12.0

10.0

8.0 -

6.0 -

4.0 -

2.0 -

0.0 -

3 Year 5 Year 10 Year
Annualised Annualised Annualised
M Fund Return M Fund Benchmark
i Relative Return i Consumer Price Index

i Average Earnings



Investment Performance

PIRC Local Authority Universe Results (% return p.a.)

1 year 3 years 5 years 10 years 20 years 30 years

12
10

O N & O O

m Strathclyde Pension Fund B PIRC Local Authority Pension Fund Universe

IS 7y 2 T e ey Ty

Percentile Ranking
No of Participants 61 61 61 56 53 48



Investment Strategy

e The Fund has adopted a risk-return asset framework as the basis for modelling
and agreeing investment strategy

Growth

Hedging/

Insurance Investment

objectives -
Risk vs
Return

Protection Income

Short term
enhanced
yield




Investment Strategy and Structure

The current objectives of the investment strategy are to achieve:
e a greater than 2/3 probability of being 100% funded by 2031; and
* aless than 10% probability of falling below 70% funded over the next three years.

C S — . o o
Hedging/msurance | [N 2.5 2.5
et | [ 5.0 5.0
SiTenhancedvield | [T T R
UTenhancedviels | [P R
Retun(6pa) |
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Investment Strategy and Structure

‘ BAJILLIE GIFFORD P VERITAS ASSET MANAGEMENT
O L A Z A R D REAL RETURN INVESTING

Oldfield Partners

—

JPMorgan Henderson (jZ%GE NESIS PANTHEON

Asset Management B

Legal & z

General PIMC(O il Wesrons Partners Group

INVESTMENT MANAGEMENT el T
4y REALIZING POTENTIAL N PRIVATE MARKETS

"Alcentraz;  BARINGS ' |OHAE Ashmore

OAK HILL ADVISORS




Investment Performance
2017/18

Benchmark | Relative (+/-) | Allocation

31st March

2017
% % % %

Equity 6.1 3.5 2.6 68.6
Hedging/Insurance 0.7 0.7 0.0 1.4
Credit 1.5 1.7 (0.2) 5.4
S/T Enhanced Yield 2.4 3.5 (1.1) 8.3

L/T Enhanced Yield 9.3 7.2 2.1 12.4

Total Fund 60 | 39 | 21 |




Investment Performance: Equity Manager Summary

Annual Return |Benchmark Return| Relative Return

Manager (%) (%) (%)

Legal & General
Baillie Gifford
Lazard

Oldfield

Veritas
Henderson

JP Morgan
Genesis

Pantheon

Partners Group
(Private Equity)

S
—
Q
m
O
c
=
<

6.1 3.5 2.6



Investment Performance: S/T Enhanced Yield Manager
Summary

Annual Return Benchmark Relative Return
Manager (%) Return (%)
(%)

PIMCO

Barings (Multi Credit)

Oakhill Advisors
Barings (Private Debt)
Alcentra

Total S/T Enhanced Yield




Investment Performance: L/T Enhanced Yield Manager
Summary

Annual Return ECTICmatE Relative Return
Manager (%) Return

(%) (%)

Partners Group
(Real Estate)

Total L/T Enhanced Yield 9.3 7.2 2.1




Investment Activity: Currency Hedging

Pound vs US Dollar since June SOURCE: REUTERS

$1.50

$1.45 AM/

$1.40

%$1.35
%$1.30
$1.25

$1.20
01 June 2016 01 September 2016 01 December 2016

The Fund implemented a strategic currency hedge of 33%
of listed equity holdings in September 2017.



Investment Activity: De-Risking

“The objective of the de-risking strategy is to protect the funding level. The
strategy is based on a trigger level of 105% funding. If this was achieved a switch
of 10% of total assets from growth to income and protection categories would be
implemented”.

Strathclyde Pension Fund, Statement of Investment Principles

Implementation

Phase 1 Purchase of equity market short futures to value of £2.1bn (10% of
total Fund) in December 2017

Phase 2 Sale of equity positions from 6 equity managers; unwinding of futures
positions during Q1 2018

Phase 3 Re-investment/ commitment of 4% of Fund with Barings, Alcentra,
Oak Hill, Ashmore (short term income managers) in Q1 2018;
commitment of 1% of Fund to DTZ (long term income); remaining
proceeds held in Cash

Phase 4 (to be Allocate remaining proceeds from de-risking to new short/ long term
completed) income managers



Investment Activity: De-Risking

FTSE All Share Index: 9 months to 315t December 2017

(+8.7%)
110.0
105.0
100.0
95.0
%, %, s, %



Investment Activity: De-Risking

FTSE All Share Index: 3 months to end March 2018 (-6.9%)

110.0
105.0

100.0



Investment Activity: Triennial Review of Investment

Strategy
 Aset | Stepi | Stp2 | Step3 | Stepd
62.5 52.5 42.5 32.5
2.5 2.5 2.5 2.5
5.0 5.0 5.0 5.0
15.0 20.0 25.0 30.0
15.0 20.0 25.0 30.0

Return (% p.a.) 6.0 5.9 5.8 5.5
Voatitypepa) | 12|11 | 10 | 9

e Committee has agreed that the Fund should move to ‘Step 2’

e Next stage will focus on identifying and implementing a detailed investment
structure consistent with ‘Step 2’

 Initial focus will be investing de-risking proceeds by identifying suitable managers
and/or funds for allocations to absolute return, private debt and infrastructure




Current Allocations

31st March 2018 | 315t March 2017 Target
allocation

% % %
Equity 56.6 68.6 -
Hedging/Insurance 1.3 1.4
Credit 5.9 5.4 “
S/T Enhanced Yield 18.4 8.3 m

L/T Enhanced Yield
Cash
Total

15.0

100.0



Direct Investment Portfolio

Direct Investment Portfolio:
Commitments by Sector (Em)

15 20

B Renewable Energy M Credit
Infrastructure M Property

® Growth Capital Supported Living
Venture Capital

DIP investments are typically illiquid, self-
liquidating and opportunistic. Focused on
investment in Scotland and the rest of the
UK, strong fundamentals are usually
enhanced by a positive local, economic or
ESG (Environmental, Social, Governance)
impact which adds value to the
investment rationale.

Investments Agreed: 37

Investments Agreed (Em): £902m

Net Asset Value (NAV)
31/03/18 £551m

Total Capacity (5% Max NAV)
31/03/18 £1,040m




Direct Investment Portfolio
Performance

Since
Q1 2018 1 year 3 year 5 years Inception
(%) (%) (% p.a.) (% p.a.) (% p.a.)

Direct Investment Portfolio

SPF Total Fund Return

3 mth LiBOR

DIP Equity DIP S/T Enhanced Yield DIP L/T Enhanced Yield




Direct Investment Portfolio

During 2017/18, Committee agreed the following new commitments:

e £20m to Resonance British Wind Energy Income Fund Il to acquire and hold a portfolio
of small and medium sized operational, onshore wind farms in the UK

e £30m to Temporis Operational Renewable Energy Fund Il to invest in UK based wind
and solar projects post construction and in the early stages of their operating life

e An additional £80m to Pensions Infrastructure Platform’s UK Multi-Strategy Fund

e £30m to Tosca Debt Fund to provide secure loans to UK regional business in the lower
mid-market

e £50m to Hermes Infrastructure Fund Il to create a portfolio of direct investment in
utilities, renewable energy, transport & social infrastructure assets

« £50m to Dalmore Capital Fund 3 LP to generate income from a diversified portfolio of
low volatility infrastructure equity assets

Review of the Direct Investment Portfolio arrangements and capacity
a priority in the Fund’s 2018/19 business plan.



Summary

Activity in the year has moved the Fund closer to its strategic objectives
of reducing equity exposure and volatility of return over time

The Direct Investment Portfolio, having been built up consistently over
the past 5 years, continues to grow and DIP investments contributing
meaningfully to the performance of the Fund overall

Strathclyde Pension Fund’s investments have grown for the 9t"
consecutive year: strong returns place it in the top quartile of local
authority funds over all short, medium and longer term time periods



Questions?



Responsible Investment

Richard Keery
Investment Manager




STRATHCLYDE PENSION FUND

Investing Responsibly

Responsible Investment

*Guiding Principle

As institutional investors, we have a duty
to act in the best long-term interests of
our beneficiaries. In this fiduciary role, we
believe that environmental, social, and
corporate governance (ESG) issues can
affect the performance of investment
portfolios.

*Active Ownership

The Fund prefers to adopt a policy of risk
monitoring and engagement in order to
positively influence company behaviour
and enhance shareholder value, influence
that would be lost through a divestment
approach.

The Fund’s active ownership approach can
be divided into four distinct areas:

Voting Globally
Engagement Through Partnerships
Shareholder Litigation

Impact Investing 98
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Corporate Governance — Voting

Voting Results 2017/18 United

o Kingdom
O 61,469 resolutions at 5,024 >%
company meetings
0 100% of total votes lodged (UK | Votes For
& Overseas)
O 85% of votes in support of O Votes
management Against
Voting Results 2017/18 Executive
Remuneration Voting Results 2017/18
14% 1% Overseas
[l Votes For

B Votes For

[ Votes Against
O Votes Against

M Votes
Abstentions
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2017/18 ESG - Engagement topics

O Child labour
O Mine safety
Climate change

 Welfare and sustainability in the cocoa
industry

] Executive remuneration
O Water rights
L Farm animal welfare

O Corporate corruption
L Cybersecurity
QO The Living wage

U Deforestation

U Fire & Building safety in the Bangladesh
garment industry

L UK Corporate Governance Code

O Labour rights

U Protection of endangered species

O Human rights

U Inhumane weapons

U Fossil fuel to renewables

U Tax transparency

U Oil and gas exploration and extraction in the
Arctic

O Factory farming emissions



Engagement Through Partnerships

SALCo, SUSTAINABLE
- Qany -
@ Specialist Rl engagement overlay provider \‘\}/!i;;
o ‘ focusing on ESG issues linked to international T
conventions and standards -
S Collaborative body of 71 LGPS promoting high
.. Local Authority standards of corporate governance and
Pension Fund corporate responsibility
Forum

Hra and Bulding Sataty

Principles for  The PRI’s 6 Principles contribute to developing

Responsible @ more sustainable global financial system
Investment

@l INTERFAITH

\“ CENTER ON

8 CoRoRATE
A

IIII I zl
RESPONSIBILITY

lIGCC - collaborative platform to address long-
term risks and opportunities associated with S=—==— A
climate change FAE;ET_ RN

Institutional Investors Group on Climate Change A COLLER
UK charity with a vision of an investment “

ShareAction» system that serves savers and communities,  Climate —— “CDP
the movement for Responsible Investment and protects the environment Actlon 100-; IWANG SUSTAINABLE ECONOMIES

Global Investors Driving Business Transition

114y
’4//

l

MSCI:

Workforce Disclosure Initiative 101
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GES services over 100 institutional clients globally with AUM in excess of 1 trillion Euros and engaged on 120 cases associated with violations of international norms and conventions in 2015.
Purpose:
Integrate ESG issues in the investment process.
Increase transparency of investments in companies associated with violations of international norms.
Raise awareness of controversial issues among asset managers in order to encourage them to be active owners and foster positive change at company level.
Facilitate collaboration with other asset owners. 

SPF has worked with ShareAction on a range of issues including the Living Wage, the Workforce Disclosure Initiative and the climate change focused RE100 and EP100.
PRI with nearly 1,700 signatories, from over 50 countries, representing US$62 trillion. SPF has been a signatory since 2008.




Shareholder Litigation

An important part of the Fund’s active ownership is litigation aimed at companies
whose illegal activities or negligence have resulted in financial losses.

Goal is to obtain damages and to promote good corporate governance and sound

business practices.
> RBS
O Over USS7 million recovered in US class actions NN E B b B2 i asnliesormeibrami
since 2007 RBS agrees £800m payout over 2008 rescue
rights issue

L 2017 recovered approximately USS1.6m from
25 US claims

. _— . ‘ PI G ®
O £1.3m recovered from UK High Court litigation //' y em

Bank settles with some of the claimants who allege it misrepresented its health

against RBS BUILDING PRODUCTS
[ Lead Plaintiff in US class action against PlyGem

Holdings Inc.- $26m settlement obtained for a6 _

investors l’NorIeyParsons
[ 2017 extended class action claims to Australia TREASURY

WINE ESTATES
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Impact Investing

Direct Investment Portfolio
Over £700m committed to renewables and Infrastructure

e T

GIB Offshore Wind Fund’s
green impact




“But for the sake

of our children and
our future, we must
do more to combat

e o

CHANGES,

climate change.”

— President Barack Obama,
State of the Union,
Feb. 12, 2013

ol

mate change

Cli

a3 ym g e Py
3 e By

e s e ———
e 71;! f==l Donald J. T
degrees -~ - Q@ cweenr - ([
e & . _ |
5 4;;\' RV Give me clean, beautiful and healthy air -
e i e . hot the same old climate change (global
: e G 3 . : _ _ _ _
Miilodnld e BT ) L. warming) bullshit! | am tired of hearing this

nonsense.

336 366 xPRERETEE

allowed to warm.
Leaders of the world's
eight richest economies
have agreed to the historic .
deal setting 2 degrees Celsius

as the maximum limit for

3 104
global temperature rise.
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LOCAL GOVERNMENT

The,.”" ,. *e" s PENSIONS
G'u'a rdlal.l s * | Fossit FUELS
Millions wiped off UK local government : it & THE TRANSITION TO

pensions due to coal crash, analysis shows | Ca ANEW ECONOMY

90608

Members of the scheme would each be hundreds of pounds better off if funds had ‘ '
been divested from fossil fuels, say campaigners i + “1 | I.Ill
o ' 2

Th?..ﬁa,, fhlgald —— 4

L
| -
o | e
20th September 2015

Public sector pension funds in Scotland S'TﬁP m.g}:s 3
X
5 |

.ploughi:ng £1.7bn into 'dirty il}‘_fEStments' ﬁ' !

mt &= Protest over
ssiveLoiy  pension fund

A DEMO is being held in Glasgow
urging a pension fund to cut ties
with the fossil fuel industry.

Campaigners say Strathclyde
Pension Fund has made £26million
in losses because of the ongoing oil |
crash and collapse of the coal |
industry.

Campaigners are now demanding
that the fund cuts ties with the fossil

SER T

-

fuel industry,

Home UK | World Business Politics | Tech Science Health Family & ::::y UK COUHC" pension fUI’ldS invest F‘:U!}d manage.arfs ?Vere askgd m
Scotland ~ Scotland Politics ~ Scotland Business ~ Edinburgh, Fife & East = Glasg @ over £16 billion in climate-wrecking review the feam!:"lhty of chsinvesting

o fossil fuels the fund from oil, coal and gas
South Scotland 0 companies but this was rejected.

o Local authorities urged to end investments in climate-changing A pl’OtﬂSt hﬁS been pianned for

- - - . Privately dirty fuels: gas, coal and oil. JHHG 21 at gam 5 the M

Council's pension fund investment in B Clataam o oo et

fossil fuels is criticised



How much of Scottish local authority

ension funds are invested
P o m\

in fossil fuel comg -

RioTinfo'- .BP :
" £56m ) £39m

: - Exxon_
7 Shell 0 Mobil T8

£31m ) £30m || £

- BHSE ' _} Statoﬂ '
| £19m F{£15m 1 2

FO UK local authoritie

- £14 bill

of their pension funds |

Ca se St“dy —_— Rio Tinto Calling on Rio Tinto shareholders

Dear @GlasgowCC please stop bankrolling
these climate-wreckers

Time to #Divest & stop #FuellingTheFire via
@platformlondon

platformlondon.org/2017/11/09/cou ... RiOTinto

STRATHCLYDE PENSION FUND

Fund Total £19,658,803,554

Total Fossil Fuel Investments £802,759,409 (4.08%)

Direct Investments £326,537,605 (1.66%)

Projected Indirect Investments £476,221,804.00

(2.42%) A.n8L..CePOCE..0N

the local government
pension scheme
and fossil fuels

Top Foe<ii Sucl investments

1 RIOTINTO ORD GBPO0.10 £79,646,267

aso Oteer O P gamar

il = ;



Rio Tinto v FTSE All Share

RioTinto

I Rio Tinto plc Ordinary 10p IAII Share* -@]

Date: 08.06.2018 Open: 4405.00 Trade high: 4471.00 Trade low: 4380.00 Close: 4420.00

I Price: 4235.38 '
- "
- - H . J
100% Rl()T]nto l Frice: 4420.00
75%
50%
FTSE All-Share Index
25% - U, el
— T f_x-"ﬁ"-'_h\-\-\.'\ u—"d_‘f R s -n—\.---"""-'—"'"_..'. T g — SR o -"-._-ﬁ-"-\'. \I.'. S l__.., -
. - s TN e o a
0% '
| ictoet
24 Jun 2016 01 Jan 2017 01 Jan 2018
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To justify fossil fuel divestment the committee would need to be satisfied that there would be no adverse financial implications from such a course.
definitely be a cost and the overall impact in terms of investment returns could be significant. 
Any adverse impact on investment returns from excluding fossil fuel investments would be a financial burden on employers through their pension fund contributions. 



Renewable Energy

e Weipa 6.7MW (PV) solar farm in . -
Queensland Australia RlOTlntO

-
N S
- . e

e 224MW Chute-du-Diable hydroelectric
plant Quebec

* Rio Tinto is the largest private sector
producer of hydroelectricity in Canada.
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Rio Tinto is committed to renewable energy for its own energy requirements
Divestment makes no differentiation between companies, for instance identifying separately those who own fossil fuel deposits but are also developing significant renewable energy capabilities and capacity.  




Renewable Energy - Lithium

e Jadar Lithium project Serbia
* 136 million tons of declared resources- one of the
largest lithium deposits in the world.

RioTinto

——— o r—r

RioTintc sghB(A
e LITHIUM ION

Vranje South

Lithium is used in
batteries for hybrid

and electric cars. | i

NEXT YEAR, TESLA PLANS TO MAKE 500,000 ELECTRIC CARS
ALL OF WHICH WILL REQUIRE LITHIUM-ION BATTERIES
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Expected to produce about 50,000 tonnes per annum by 2020,



Aluminium RioTinto

e Major producer of Aluminium
e 3.5 million tons per annum.

2 0 »

STRONG EASY TO PERFECT FOR GREAT
AND LIGHT FORM FOOD PACKAGING REFLECTOR

i:*\s

EASY TO LONG LIFE — SUPERCONDUCTOR FORES
RECYCLE LITTLE MAINTEMANCE HEAT AND ELECTRICITY

(5 1] PRy I

=K guﬂm:
: -

. uulnuuluunrlll
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Divestment is a blunt tool – it does not distinguish between those who only own fossil fuel deposits and those who also produce materials essential for the global economy and the transition to renewable energy.
Rio Tinto - 3rd largest producer of aluminium globally


Aluminium

Tesla Model S body and chassis are built almost
entirely of aluminium

Aluminium is the predominant material in solar and
photovoltaic panel frames

T
=
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Aluminium plays a critical role in the transition from fossil fuel energy to renewables


Aluminium

e Zero Carbon Aluminium Smelting

e Rio Tinto, Alcoa and Apple - Government of Canada
and Quebec

e Eliminates all direct greenhouse gases and produces
pure oxygen

Apple Backs a New Joint Venture for Zero-
Carbon Aluminum Smelting

The “revolutionary” new process could further reduce life-cycle emissions for clean energy

This could be the biggest advance in

aluminum production in 130 years technolodies

.__ h :K edition ~

New technology could slash carbon
emissions from aluminium production

Development could transform how one of the world’s most
common materials is made
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Aluminium has been mass produced the same way since 1886. 
Today’s largest smelters use a carbon material that burns during the process, producing greenhouse gases. 
Alcoa has designed a completely new process that replaces that carbon with an advanced conductive material, and instead of carbon dioxide, it releases oxygen. The potential environmental impact is huge.

Global aluminium industry leaders Alcoa and Rio Tinto have the support from the government of Canada and the provincial government of Quebec and Apple for retrofits at existing smelters or the design of new facilities.
In Canada, the technology could eliminate the equivalent of 6.5 million metric tonnes of greenhouse gas emissions, if fully implemented at existing aluminum smelters in that country. That represents an amount roughly equal to taking 1.8 million light-duty vehicles off the road.




Carbon Footprint

Decarbonising

Weight of Holdings Owning Thermal Coal

2.5%
S 20%
w
-
]
a
<=
S 15%
. (v} . -
= RioTinto
=
3 . 2
3 1.0%

0.8%

2018

SPF v MSCI ACWI

1.2%

2016

1.9%

MSCI Index 2018

— Active Equity
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Rio Tinto sells its last Australian
coalmine for $2.25bn

Q5% Phe sale of the Kestrel mine makes Rio now the only major global
company with no coal assets
Business

Rio Exits Coal Business With $4 Billion of
Deals in a Week

By Thomas Biesheuvel and David Stringer
27 March 2018, 14:41 GMT+1 Updated on 28 March 2018, 02:23 GMT+1

= Miner agrees 1o sell Kestrel mine to EMR, PT Adaro Energy
» Sale leaves Rio ‘leaner and greener, UBS Group analyst says

UK COMPANIES MARKETS OPINION WORK & CAREERS LIFE& ARTS

Rio Tinto PLE [+ Add mmjrr'_l\
Rio Tinto completes coal exit with Kestrel mine
sale

Rio Tinto exits coking coal, seeks new economy
metal ventures

London (Platts)--22 Mar 2018 923 am EDTN323 GMT

Miner Rio Tinto is selling its last remaining Australian coking coal asset, Kestrel, shifting
growth into investments in metals and minerals for batteries and new economy applications.




Engagement — Rio Tinto

RioTinto

Grasberg mine open pit -
tailings management vs riverine
disposal

240,000 tonnes per day of
heavy metal rich waste tailings -
170 km long zone of impact

Dialogue with GES since 2009 -
revised mine waste policy
published in 2012
“Commitment not to use riverine g
tailings disposal in future

Other labour, safety, security
and-social issues




®
Climate Change Initiatives

ShareActiony) RE

Responsible Investment

Renewable Energy 100 Collaborative initiative supporting companies that make a
public pledge to switch to 100% renewable electricity.

Industry accounts for around half of the world’s electricity consumption,
switching this demand to renewables would accelerate the transformation of the
global energy market and aid the transition to a low carbon economy.

TES CO Committed to 100% electricity from renewable sources by
2030. Interim target of 65% renewable electricity by 2020

Committed to run manufacturing facilities on 100% renewable
power by 2020. Already achieved net zero energy at its head
office in Ireland

D I AG EO Committed to powering its global operations with 100%
renewable electricity by 2030 ShareActiony)

Kingspan

iy
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ShareAction Investor Decarbonisation Initiative brings together institutional investors to encourage companies to set ambitious climate targets in line with goals of the Paris Agreement. The initiative delivers coordinated company engagement, promoting proactive emissions reductions at the rate required to avoid dangerous climate change. 
32 investors covering $1 trillion in assets. Currently 116 corporate members including 42 companies with goals to achieve 100% renewable electricity by 2024.



Climate Change Initiatives

ShareActiony) EP

Energy Productivity 100 - Global collaborative initiative supporting
businesses that commit to double energy productivity and
maximize the economic output of energy used

By focusing on energy productivity outcomes, corporates can
reduce their own energy demand and significantly contribute to
reducing energy demand globally

Companies pledging to double energy productivity by 2030

o' 7|78 Mahindra
Da’m’a Johnson /))I( Rise.

Bharat Cement Contl'OIS
& M covestrol M L
. J Landsec:




®
Climate Change Initiatives

ShareActiony) EV

nent for Responsible Investment

Electric Vehicle 100 - bringing together companies committed to
accelerating the transition to electric vehicles (EVs) and electric
transport by 2030

Electric transport offers a major solution in cutting millions of tons
of greenhouse gas emissions per year, as well as curbing transport
related air and noise pollution sxs 1DV
Companies committed to supporting the transition to EV
-1y A "“"EDF
METROT WEN

Deutsche Post DHL

Group Heath TC'.“!

00 ®
— 020
Pacific Gas and @ =
I M Electric Company Bal Er; @
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The transport sector is the fastest-growing contributor to climate change, accounting for 23% of global energy-related greenhouse gas (GHG) emissions.


Climate Change Initiatives

e CDP Carbon Action - Collaborative initiative to accelerate
company action on carbon reduction and energy efficiency

activities “‘CDP
e CDP Water — Asks companies to provide data about their efforts

DRIVING SUSTAINABLE ECONOMIES
to manage and govern freshwater resources

* CDP - Forests — Asks companies to provide data on their efforts
to stop deforestation

e lIGCC - Collaborative platform to encourage public
policies, investment practices and corporate behaviour
that address long-term risks and opportunities

Institutional Investors Group on Climate Change associated with climate cha nge
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Carbon Action 
329 investors with US$25 trillion in assets under management asked 1,305 companies across 17 high emitting industries to take specific actions in response to climate change.
3886 emissions reduction projects implemented.
$313bn investment in carbon saving projects.
522m tonnes CO2e saved due to projects 
     implemented in 2015.
#Forests
Forests absorb around a third of human-caused CO2 emissions, and their destruction itself accounts for 10-15% of global greenhouse gas emissions
Companies are among the biggest drivers of deforestation through supply chain control of the four commodities responsible for the majority of forest loss: cattle, timber products, palm oil and soy. 
According to the UN’s Food and Agriculture Organisation between 1990 and 2015 the world lost 129m hectares of forest.
In 2017, 380 investors representing US$29 trillion asked 1,103 companies to provide data on their efforts to stop deforestation.

23% responded to the information request, showing that disclosure on forests is still not the norm.
87% of companies recognize the risk.
32% already experienced impacts through production or consumption of forest-risk commodities.
87% identify opportunities related to sustainable production, marketing or sourcing of commodities.
Of the 201 companies disclosing in 2017, only six achieved an ‘A’ grade.

Brambles, L’Oreal, SCA, Tetra Pak, UPM-Kymmene Corporation and Unilever
Strategic water stewardship can reduce risk, enhance strategic preparedness, improve investor appeal, and make businesses more resilient.
In 2017, 639 investors representing US$69 trillion asked 4,653 companies to provide data about their efforts to manage and govern freshwater resources. Data from 742 of the largest publicly listed companies of most interest to investors disclosed:

520 companies have board-level oversight of water issues.
148 companies are developing a comprehensive view of their water risk exposure.
418 companies have set water targets or goals. 
297 companies are requiring suppliers to report on water management.
Over $23bn. committed across more than 1,000 water projects in 91 countries.
Of the 2,025 companies disclosing in 2017, 74 achieved an ‘A’ grade including:

Diageo, Samsung Electronics, Centrica, Associated British Foods and Unilever.
	.
IIGCC next
Over 155 members, from 12 countries, representing over €21 trillion in assets




The Asset Owners Disclosure Project

Global Climate 500 Index
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462

2017

Rates the world’s 500 largest asset
owners on their success at managing
climate risk within their portfolios.

Strathclyde Pension Fund is ranked
at 38 out of the 500 asset owners
surveyed in the 2017 Global
Climate 500 Index and is the top
ranked LGPS

Improvement due to carbon footprinting,
climate change engagement initiatives
and investment in renewable energy
through the Direct Investment Portfolio.
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Principles for Responsible Investment

. I
L] | I z
2017 PRI assessment report

The PRI assessment report is compulsory for all asset owner and investment manager
signatories and demonstrates how a signatory has progressed in its implementation of the
Principles year-on-year

Principles for
Responsible
Investment

Overall score A+ - over 3 assessed modules bands A —E
U Strategy and Governance A+ (30 out of a maximum 30 from 10 indicators)
O Indirect Listed equity: A (38 out of a maximum 42 from 14 indicators)

U Direct Listed equity-active ownership: A+ (23 out of a maximum 27 from 9
indicators)

2017 - Fund’s best PRI survey outcome - scoring the maximum possible A+
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Institutional Investors Group on Climate Change

Overview

The investor voice on climate change



IGGC

Institutional Investars Group on Climate Change

Institutional Investors Group on Climate Change —who we are

[IGCC is an investor-led network of 155 asset owners and mangers.
From 11 European countries, together we represent over €21 Trillion in
assets.

Ten investors sit on IGCC'’s Board which sets IIGCC'’s strategic
direction. Many active members lead or participate in our programmes.

The Board has set a simple vision for IGCC to work toward: Investors
taking action for a prosperous, low carbon future.

[IGCC’s mission is to mobilise capital for the low carbon future by
amplifying the investor voice and collaborating with business,
policy makers and fellow investors.

[IGCC does this by providing investors with the collaborative platform to
encourage public policies, investment practices and corporate behaviour
that address long-term risks and opportunities associated with climate
change.
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http://www.iigcc.org/about-us/board

IGGC

Institutional Investars Group on Climate Change

Our programmes — what we do

lIGCC’s Mission is to mobilise capital for the low carbon future by amplifying the investor voice and collaborating
with business, policy makers and our fellow investors. We implement it through four programmes:

= . N ]
--| Policy et Corporate K Investor EHE Property
_— _— _Practices —
Activities: Activities: Activities: Activities:
* Global policy » Best practices. » Governance » Best practices
* EU policy  Engagement » Strategy * Engaging with real

estate companies

Brexit e Resolutions  Disclosure
* Building policy

National issues
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IGGC

Institutional Investars Group on Climate Change

Eﬂ Corporate Programme

Programme overview

The programme provides market leading resources for investors to assess company strategies on climate
change and facilitates collaborative shareholder engagement with companies. At the heart of the
programme has been the development of sector specific ‘Investor Expectations Guides’ which have been
produced by investors to set out for companies how they should be addressing climate risk and
opportunity.

Activities
 Best practices: Workshops, roundtables and guidance development on
the resilience of different sectors to the transition to a low carbon
economy.

* Engagement: Collaborative engagement with more than 40 companies
across Europe. Investors with over €8Tn participate in this group. IGCC
is also coordinating the global Climate Action 100+ initiative.

* Resolutions: Coordinating shareholder resolution activity in Europe
and helping investors understand which US resolutions to support
(Aiming4A has been incorporated into the group).

1 e ®== 1GCC

The Investor Expectations Guides set the agenda for
engagement with companies in four key sectors; oil
and gas, mining, autos and utilities.

Climate
Action 100+

Global Investors Driving Business Transition

IIGCC is coordinating engagement with European
Companies as part of The Climate Action 100+
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IGGC

Institutional Investars Group on Climate Change

X Investor Practices Programme

Programme overview

New in 2017, the programme helps investors identify and manage climate-related risks and opportunities
while providing guidance on how investors can meet provide market leading disclosures.

Activities

Governance: working with boards, trustees and senior management to
understand and manage climate-related risks and opportunities.

Strategy: Developing strategic tools and metrics to enable owners and
managers to address climate risk and opportunity in their portfolios

Disclosure: Providing guidance to investors on implementation of the
TCFD recommendations

- |

N
\l

IIGCC’s 2015 Climate Change Investment Solutions
Guide set out a roadmap for asset owners to address
climate change

Lt pson
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Lew Carbon Investment Registry Results

e & PG e St B Mmoot st Rty B B

1IGCC worked with global partners to develop the
Low Carbon Investment Registry and Taxonomy
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IGCC

Institutional Ivestors Group on Climate Change

X Investor Practices — state of play and future plans

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES

Official support for the TCFD recommendations
has grown 20% in the first half of 2018 - and Tcm

Europe is taking the lead.

Legislators are increasingly identifying climate risk,
investment and reporting as priority areas for
policy and regulation

A
X Strategy, tools and metrics Disclosure

Addressing Climate Risk in Climate Scenarios Applying the TCFD
Investment Portfolios Recommendations
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Presentation Notes
Today, 283 entities have committed to implementing the TCFD recommendation.

34% (95) of these entities are European Investors or financial institutions, of which 40% (38) are asset owners.  

29% (82) of the entities that have committed to implementing the recommendations are corporates of which 65% (53) are headquartered in Europe.


Addressing Climate Risk in Investment Portfolios  
Paper addressing fundamental questions around fiduciary duty, scale of climate risk and what asset owners can do to take the necessary steps to mobilise capital for the low carbon transition. 

Climate Scenarios
Workshops and paper mapping the why and how of climate scenarios for different types of investors. Roadshow around Europe, reviewing how investors can apply scenarios to re-allocate capital, manage risk or identify opportunities. 

Applying the TCFD Recs. 
Workshops and paper exploring how investors can interpret the TCFD recommendations looking particularly and developing pragmatic metrics and evaluating how investors might engage with regulators on adoption of the TCFD.




IGGC

Institutional Investars Group on Climate Change

il
|

Policy Programme

Programme overview

The programme develops investor positions on policy and regulatory frameworks at international,
regional (EU) and occasionally at national level. The group also develops more detailed letters, statements
and reports on issues ranging carbon pricing to autos regulation to a sustainable financial system. IIGCC
also co-ordinates the global policy work of the Investor Agenda.

lIGCC liGeC

Aligning Ewope’s financial system
with the Pasis Agreement

Activities
Global policy: Supporting the Paris Agreement and TCFD. Close dialogue with the
UNFCCC, IEA, OECD, G7/G20 and the UN Secretary General’s office. Investor

events at COPs. Co-ordination of global policy collaboration with other investor
organisations i.e. the Global Investor Statement

EU policy: Ensuring the investor view is understood and reflected in priority
negotiations:

e (Climate Change: 2050 strategy, EU ETS, and vehicle emissions

* Energy: energy efficiency, renewables, governance of the Energy Union
* Sustainable finance: taxonomy, investor duties, disclosure, benchmarks

Other issues: Brexit developments; national issues; countering corporate lobbying

IIGCC has set out position papers advising the EU
and national governments on developing investable
emissions reductions planning

IIGCC Chair features at the Finance Day UN Press
Conference at the November 2017 UNFCCC COP23
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Institutional Investars Group on Climate Change

il
[

European Parliament
hearing on vehicle
emissions

Policy — recent activity

1 3cop 6 cores @ == IGCC PRI 555 S

Writing to
Ministers

Global Investor
Statement

Inwn €217 verite 1o
HMiciency and
o '\splrrl vestor confidence in finanding Eurogpe's low-

4 VAVAVAVA
VAN

£ YouTube

Webinar - Making Money Meaningful

Joint WWF webinar

Meeting
on 2050 strategies

Espinosa

Lobbying in Brussels
on buildings

Marrakech

Energy op eds

T —

To finance the energy transition, EU leaders must restore
their ambition




IGGC

Institutional Investars Group on Climate Change

Business case: how does IIGCC benefit its members?

Joining IIGCC gives members a number of clear advantages:

0

)

Wi

o

X5
>

Access — Invitations to speak and attend high-level events and meetings with policy makers. IGCC
receives direct invitations to climate and energy policy meetings hosted by the European Commission,
European Parliament and national governments offering opportunities for member participation.

Knowledge sharing — Regular webinars, thought leadership research and events provide

opportunities to hear expert guidance on how to assess and manage the risks and opportunities
of climate change and climate policy.

Influence — When IIGCC members speak together, they influence decision makers. Our collaborative
engagements have a track record of delivering meaningful change at major companies.

Distinction — Membership demonstrates to clients and beneficiaries effort to deepen understanding of
risks and opportunities associated with climate change and to manage these in investment processes.
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Contact us

Stephanie Pfeifer
Chief Executive Officer

Adam House

7-10 Adam Street
The Strand

London, WC2N 6AA

E: SPfeifer@iigcc.org
M: +44 (0) 779 058 0177

Oliver Grayer
Project Director

Adam House

7-10 Adam Street
The Strand

London, WC2N 6AA

E: OGrayer@iigcc.org
M: +44 (0) 7733 444 941

Rachel Ward
Head of Policy

Adam House

7-10 Adam Street
The Strand

London, WC2N 6AA

E: RWard@iigcc.org
M: +44 (0) 7786 977 259

Charlotte Bloxham

Office Manager and Finance Assistant
Adam House

7-10 Adam Street

The Strand

London, WC2N 6AA

E: CBloxham@iigcc.org
M: +44 (0) 207 520 9305
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Questions?



Governance

Richard Mclndoe
Director SPFO




Agenda

e SPFO Governance Update

e Review of the Structure of the Scottish Local
Government Pension Scheme (LGPS)



Strathclyde Pension Fund Governance

SPF

Pension Board

Sounding

Board

Exec. Director of
Finance Services

Committee

v
’

Actuary

Investment Consultants

STRATHCLYDE

PENSION FUND OFFICE [
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Strathclyde Pension Fund Committee

Allan Gow Ken Andrew Norman MacLeod
(Convener) (Vice-Convener)
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Mandy Morgan Euan Blockley Martha Wardrop Philip Braat




Strathclyde Pension Fund Committee

Allan Gow Jennifer Layden Christina Cannon Norman MacLeod
(Convener) (Vice-Convener)
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Mandy Morgan Euan Blockley Martha Wardrop Philip Braat



Responsibilities

Assisting the Scheme Manager in securing compliance with:
* Regulations and other legislation
* Requirements of the Pensions Regulator

Meetings

“A Pension Board is to meet at the same place and at the same time as the
Pension Committee to consider the same agenda. The Chair of the Pension
Committee is entitled to act as chair of that meeting.”

LGPS Governance Regulations 2015



LGPS (Scotland) — Governance Model

MANDATORY ROLES OTHER STAKEHOLDERS
Responsible Authority
=> (Scottish Ministers) SlFES
2\ Scheme
Advisory
—|> Board COSLA
: Scheme Managers

s (Administering Authorities) AN
= C—
C_; Glasgow City Council 4— GAD
& City of Edinburgh Council

Aberdeen City Council
T Dundes City Council
g Scottish Borders Council
‘D Dumfries & Galloway Council
= Falkirk Council
& aFif'erCOUO#C’;IC' RS SN Employers
(<5} Highlands Council
|E Orkney Islands Council

Shetland Islands Council

Other Advisors
: ! (E.g. actuaries, audit)
Pension Boards
mmm— | |_GPC, CIPFA, PLSA etc.

Scheme Member




Review of LGPS Structure

Scottish Government
Ringhaltas na h-Alba
gov.scot

T: 0300 244 4000 Pensions
£ scotlishministers@goy scat Institute

Diave Watson - d.watsong@unison.co.uk
Jonathan Shamma - jonathani@eosia gov.uk

Derek Matkay MSP

Cabiret Secretary for Finanoe and the Constitution 'vl

By email
Consultation on the
Review of the Struciure of the Scoltish Lotal Government Pension Fund
24 January 2018
Diear Dave and Jonathan Carried out by the Pensions Institute
an behall of the Scoflish Local Govemment Pension Scheme Advisony
REVIEW OF LGPS STRUCTURE Board
Thank you and your colleagues for the work and commitment which has gone into the
praduction of the report on the structure of LGPS pension funds. As you know, | support any
work which will lead to greater collaboration between the funds and | appreciate the way in
which the report has identified a sensible range of optiens for consideration.
June 2018
| can confirm that | would be grateful if the LGPS Advisory Board would consult on the future
structure of the scheme based on the options you have ident®ied:
» Status quo of eleven funds in Scotiand.
+ Retain the elewen funds, but with choser collaboration. - =i EE
= Ome or more commen investment pocls. W
» Merge the funds into ane or miore new funds. ¥ 1 | i

| hawe asked Lorimer Mackenzie, Acting Director of Policy at SPPA, to coordinate work with
you and | leok ferward te hearing the recommendations which arise from the consultation.
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DEREK MACKAY wlm
1 .
St Andrew's House, Regent fioed, Edinburgh EH1 306 0 @"a | e 1
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Review of LGPS Structure

Retain the current structure with 11
funds

Promote cooperation in investing and
administration between the 11 funds

Pool investments between the 11
funds

Merge the 11 funds into one or more
new funds



Review of LGPS Structure

The options: The criteria:

= Retain the current structure with 11 Cost of investing
funds

= @Governance

.. , = Operating risks
= Promote cooperation in investing and

administration between the 11 funds " Infrastructure investment

= Pool investments between the 11
funds

= Merge the 11 funds into one or more
new funds



Review of LGPS Structure

= Retain the current structure with 11 = Cost of investing

funds = @Governance

.. , = Operating risks
= Promote cooperation in investing and

administration between the 11 funds " Infrastructure investment

) The timeline:
. pool investments between the 11 S

funds = Launch: 18t June 2018

= Merge the 11 funds into one or more ~ ® Launch event: 27" June 2018

new funds = Consultation closes: 7th December

2018
= Report: April 2019



LGPS England & Wales
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= DB Scheme of the Year

pENISIONS = DB Communications
* PENSION SCHEME

2 OF TH E Y EAR L = Best use of Alternatives

AWARDS

& 2017
WINNER

LAPF Investments Awards

For local authority pension funds and their advisers 4 Best Investment Strategy
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