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Foreword
Climate change poses a fundamental threat to our planet and we need to take action now. “We are at a
unique stage in our history. Never before have we had such an awareness of what we are doing to the
planet, and never before have we had the power to do something about that.” – David Attenborough.
In response to the climate emergency many cities, regions, businesses and investors are committing
to be net zero by 2050 at the latest. Net zero means achieving a balance between the greenhouse
gas (GHG) emissions put into the atmosphere and that which is taken out and it is clear that one
of the biggest challenges will be developing a credible plan to achieve a net zero position. Pension
providers, and indeed the whole of society, have a role to play in achieving net zero.
For pension providers climate change governance is a risk managment issue. Pension trustees
and pension board members should tackle climate change risk as part of an integrated approach
to risk management.
Pension providers may want to make a net zero commitment or deliver on a commitment already
made but be unsure where to start and/or are overwhelmed by the number of tools, initiatives
and frameworks that exist around net zero. This Transition Roadmap is designed to help pension
providers overcome key challenges as well as define and navigate their net zero journey. It sets out
a number of practical steps that pension providers can take now.
This Transition Roadmap has been developed by the Global Ethical Finance initiative (GEFI), with
input from key partners, as part of our dedicated Net Zero Pension workstream within our broader
Path to COP Campaign and is the second on a two-part series.
The first paper, the Policy Positioning paper, examines and explains the current state of the net
zero pensions landscape, considers key questions about pensions providers and climate change
and identifies the key challenges that must be overcome for pension providers to set realistic net
zero commitments and subsequently deliver on these targets.
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With COP26 coming to Glasgow in November 2021, financial institutions are under increasing
pressure to commit to net zero targets and face the risk of negative publicity by not making public
commitments or by making commitments that cannot be fulfilled.
GEFI is committed to making the finance sector work for COP26, and COP26 work for finance.
Our Net Zero Pension workstream is a direct call to pension providers to increase emissions
transparency and develop a tangible strategy to set and deliver on net zero commitments and the
Transition Roadmap provides a credible set of actions to enable them to do this. During COP26
our Net Zero Pensions Summit on Tuesday 9th November at Glasgow University will provide a
platform to present the papers and shine a light on best practice approaches.
At GEFI, we believe that without decisive action from the finance sector the goals of the Paris
Agreement will not be achieved and we may miss our last opportunity to address the existential
threat of climate change. We hope our Net Zero Pension workstream can leverage COP26 to inspire
the urgent action required by pension providers and ensure they play a key role in delivering a
whole economy transition to net zero.
We encourage pension providers to publicly declare their support of the Transition Roadmap set
out in this paper and start implementing the actions identified. Please get in touch if you would
like to hear more about our work or require assistance on your net zero journey.

Natalie Jackson, Executive Manager, GEFI
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A Note from our Partner

abrdn is dedicated to helping investors around the world reach their desired investment goals
and broaden their financial horizons.
We seek to provide world-class investment expertise across a breadth of markets and asset
classes. Our full range of solutions span equities, multi-asset, fixed income, liquidity, sovereign
wealth funds, real estate and private markets. Coupled with a wide range of investment
approaches, we transform new investment ideas into practical investment products designed
to deliver real value for money to investors.
With employees in more than 40 locations worldwide, our operations extend across global
financial capitals and important regional centres. This brings us closer to our clients and
customers around the world, and provides invaluable knowledge and insight to share with our
people.
Today, we manage a total of £464.7bn (€519,2bn/$635.2bn) of assets on behalf of governments,
pension funds, insurers, companies, charities, foundations and individuals across 80 countries
(as at 31 December 2020). As a responsible global investor, we leverage our scale and market
position to raise standards in both the companies and industries in which we invest, and help
drive best practice across the asset management industry.
Environmental, social, and governance (ESG) considerations, which are crucial for working
toward a more sustainable future, have been at the heart of our investment process for
more than 30 years and remains so today. Climate-change mitigation is a top priority. We
are founding signatories of the UN PRI and members of the Institutional Investors Group
on Climate Change (IIGCC) and the Net Zero Asset Manager initiative. We have contributed
to developing the IIGCC Net Zero Investment Framework and we are proactively developing
solutions for net zero, working closely with our clients to help them achieve their climate
goals. We believe that targeting sustainable outcomes improves long-term returns and delivers
real-world impact.
Find out more at: Climate change | abrdn
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Introduction
This Transition Roadmap is part two of GEFI’s net zero pension campaign,
helping pension providers make a credible journey to net zero. The challenge
of achieving net zero presents a complex range of issues for pension providers
and financial institutions generally.
Our first report, the ‘Policy Positioning paper’, sets out the context in which
pension funds are being pressured to take action on climate change and
reviewed:
» net zero commitments made by a representative group of pension providers.
» wider questions being asked by pension funds and other financial organisations.
» the key challenges being faced by pension funds to increase GHG emissions
transparency, set net zero ambitions or deliver on existing net zero commitments.
The review of the pension providers’ net zero commitments found that only a
small number had clearly articulated, publicly available, strategies with interim
targets and milestones. Some pension providers had simply made a net zero
announcement, providing little further information. The Policy Positioning
paper concluded that pension providers must have a clear, forward-looking
strategy setting out key milestones and targets in order to achieve their
net zero ambitions and should start taking action now to overcome the key
challenges, otherwise there will be a risk that net zero commitments become
empty promises which future pension fund trustees will have somehow to
fulfil. The longer pension funds wait to take action, the harder it will be to
deliver net zero.
The Policy Positioning paper identified the principal challenges to GHG
emissions transparency and setting and delivering on net zero commitments
to be:
» Access to data, tools and standardised methodologies;
» Knowledge and expertise of staff, trustees and asset managers; and
» Commitment and priorities.
This paper sets out practical actions that pension funds can take now to start
or accelerate their net zero journey.
With the COP 26 Climate conference coming to Glasgow, pressure from
governments and consumers for action has intensified. Alongside this public
pressure there has been a proliferation of tools, frameworks and initiatives
designed to assist financial institutions in taking action on climate change,
including some targeted specifically at making net zero commitments (details
in the Appendix). The United Nations Principles for Responsible Investment
(UN PRI) and the London Stock Exchange Group have produced a guide,
published in March 2021, that summarises the different initiatives, puts them
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The longer that
pension funds wait
to take action, the
harder it will be to
deliver net zero.

in context, and helps institutional investors understand which of them are
most relevant to their needs and priorities.
It should be acknowledged that there is no single net zero journey. Every
pension provider (indeed every financial institution) is likely to take a slightly
different path depending on where they are starting from and the unique
characteristics and challenges of their specific organisation. The Transition
Roadmap presented in this paper does not profess to be a perfect solution, but
rather provides a checklist to guide pension providers on key considerations
which can assist in overcoming the challenges on their individual net zero
journeys and signposts existing relevant tools, frameworks, and initiatives.
This Transition Roadmap has been developed in collaboration with Scottish
Local Government Pension Schemes (“LGPS”) and GEFI’s partners, principally
abrdn, but is intended to be applicable to all pension providers. We met with
LGPS and our partners prior to the release of the Policy Positioning paper to
obtain feedback and gain insights which have assisted the development of this
Transition Roadmap.

The Transition Roadmap provides a checklist to guide
pension providers in overcoming key challenges and setting
and delivering on net zero commitments. We encourage
pension providers to publicly declare their support of the
Transition Roadmap and start taking climate action now.
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The Transition Roadmap
The key aspects of the Transition Roadmap, including the relevant frameworks,
initiatives and tools covered are as follows:
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Overcoming the Key Challenges
Pension providers can take action now to progress on their net zero journey
and overcome the key challenges identified in our Policy Positioning paper.
The list below provides practical steps for action by trustees and portfolio
managers but is by no means exhaustive.



  

   

 




Access to Data, Tools and Standardised Methodologies
■

Review and understand the data available on GHG emissions across the pension provider’s investment
portfolio, noting where data is unavailable. It is not anticipated that complete Scope 1, 2 and 3 data
(measuring the direct emissions from owned or controlled sources, indirect emissions for purchased
electricity, steam, heating & cooling within an organisation as well as the indirect emissions from the value
chain) will be available across all of the asset classes. Different approached to obtaining data about climate
change related risks are required in different assets classes. As a starting point pension providers should:
■

Establish a baseline position of GHG emissions in their portfolio, where data is available.

■

Understand which data sources, tools and methodologies have been used to establish the baseline position.

■

Utilise the various tools such as PACTA to obtain data in the event that investee companies do not
disclose information on their emissions.

■

Increase the quality of the GHG emissions information of the portfolio’s highest emitting assets by using
the Transition Pathway Initiative analysis and Climate Action100+ benchmark analysis.

■

Report and disclose GHG emissions data, using standardised approaches to report GHG emissions such
as the Global GHG Accounting & Reporting Standard developed by PCAF. This provides an accounting
methodology for the disclosure of GHG across six different asset classes; listed equity & corporate bonds,
business loans & unlisted equity, project finance, commercial real estate, mortgages and motor vehicle loans.

■

Note GHG emissions data that is missing or when proxy data has been used.

■

Make a plan to increase data coverage and engage with key stakeholders already taking action on this.

■

Report any carbon offsetting that is being used or is intended to be used to achieve net zero, bearing in
mind that offsetting should be used as a last resort and in line with industry standards.

■

Consider forward-looking scenario analysis, as recommended by the Task Force on Climate-related
Finance Disclosures (TCFD), or temperature alignment of portfolios which can be used as a simple metric
for pension funds to assess whether a company or asset manager’s portfolio is on track to align with the
Paris Agreement and net zero. The TCFD is a framework for the disclosure of climate related risks, the
recommended disclosures include Governance, Strategy, Risk Management and Metrics & Targets.
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Knowledge and Expertise of Staff, Trustees and Asset Managers
■

Provide training to staff members on climate change, including what net zero means.

■

Become a signatory of initiatives such as the UN Net Zero Asset Owner Alliance and a member of a network
group such as IIGCC, Ceres, the Investor Group on Climate Change, or the Asia Investor Group on Climate
Change and share best practice.

■

Sign up to other sector specific pledges that also assist in delivering net zero i.e. the Tobacco Free
Finance Pledge.

■

Collaborate with other pension funds and asset owners on net zero and join with other asset owners to
engage with investee companies and policymakers.

■

Ensure that your asset managers are actively considering climate change in all their decision-making
process and are held accountable. Engage with asset managers to:
■

Ensure they become signatories of the Net Zero Asset Managers Initiative, which outlines a number of
commitments in relation to aligning with net zero emissions by 2050 or sooner.

■

Understand how they are managing climate risk and opportunity and ensure that climate change
features in the selection, appointment, and monitoring of investments.

■

Increase their own data transparency.

■

Make their own net zero commitments and work in partnership to demonstrate and amplify a
combined commitment to net zero.

■

Clean up ‘green-washed’ ESG funds.

■

Provide periodic climate change questionnaire to asset managers to understand how they are
performing in this area.

■

Ensure proxy voting rights are being used in alignment with combatting climate change.

■

Challenge them on how they are pushing stewardship in their portfolio.

■

Encourage them to make positive allocations to companies leading on energy efficiency or green transport.

■

Engage with them to embed sustainability in policies and procedures.

■

Guide them to include sustainability KPIs in staff remuneration.

■

Disclose in line with TCFD recommendations.

10
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■

Ensure asset managers engage with portfolio companies on their climate journey, and request that they:
■

Provide their transition plans for net zero and assess their credibility.

■

Disclose in line with TCFD recommendations.

■

Disclose the resilience of their business models to different climate-related risks and pathways.

■

Disclose their GHG emissions.

■

Utilise tools such as the Climate Action 100+ Net-Zero Company Benchmark to access focus-companies
against emissions reduction, governance and disclosure.

■

Utilise indices that allow investors to measure the performance of companies actively enabling
climate solutions.

Commitment to Action
■

Instil climate change as a priority across the organisation involving top-down and bottom-up engagement
through Board commitment (CEO and CIO) and staff training.

■

Establish a clear governance structure with identified owners, roles & responsibilities and decision-making
groups around net zero. Set up a net zero working group, including trustees and senior representation.
This can be used as an engagement process with external groups and pension fund members.

■

Contribute to consultations on key frameworks and initiatives being developed e.g. Net Zero Investment
Framework 1.0 and the Investor Agenda’s Investor Climate Action Plan.

■

Make TCFD related disclosures whether or not you are legally obliged to so; the process of making
TCFD disclosures will help pension providers to think about climate risk and opportunities within their
governance, strategy, risk management and target-setting processes and will ensure the organisation is
prepared to make TCFD disclosures if and when it is legally obliged to do so.

■

Publish your approach to GHG emission reduction, noting progress made but also shortfalls and challenges.
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Setting and Delivering on
a Net Zero Commitment
Taking the actions set out here will assist pension providers to be better
informed, understand the baseline position, set interim targets and goals and
assess what net zero timing ambition is realistic. Not all of the challenges can
be overcome before making a net zero commitment, but pension providers
can start taking action now.
The net zero journey should involve setting a number of specific, timebound
interim targets and goals rather than just a general overarching net-zero
ambition. These interim targets and goals can be wider than emissions
reduction i.e. increasing investments in climate solutions, minimising the
use of carbon offsets, making disclosures and engagement. These targets
should form a useful reference rather than something that restricts a positive
approach, i.e. a pension fund should not necessarily divest from an organisation
with large GHG emissions just to reach a target if that organisation is making
positive steps to reduce emissions. Rather, divestment should be used as a
last resort if progress is not being made through engagement.

The net zero journey
should involve setting
a number of specific,
timebound interim
targets and goals
rather than just a
general overarching
net-zero ambition.

Transition plans should make clear how pension providers will combine
reducing their direct emissions with the use of offsets as part of their
transition to net zero, and the timeframe to achieve these targets.
The net zero ambition and strategy should also be clear and transparent about
which aspects of the portfolio it is focussing on. ClientEarth has produced
a Position Paper on the Principles for Paris-alignment stating that net-zero
ambitions should be reasonable, transparent and accountable. The net zero
strategy should be available on the pension provider’s website and include
short- and medium-term goals and progress should be reported regularly.
The following tools, frameworks and initiatives will assist pension providers
in making net zero commitments, benchmarking their net zero journey and
taking steps to improve, developing a strategy to deliver net zero and setting
interim targets.

12
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Accounting for Sustainability
Consider the top tips for pension scheme trustees in aligning to a
net zero pathway produced by Accounting for Sustainability, which include:
» Define the business case and frame your approach.
» Identify and embed objectives and milestones into your established processes.
» Establish from the outset methods to measure and report on your progress.
» Assess and secure your net zero ‘enablers’.
» ‘Engage, engage, engage’.

The Race to Zero
Consider following the steps outlined in the Race to Net Zero campaign
to ‘Pledge, Plan, Proceed and Publish’. The Race to Zero campaign
requires that participating organisations will have:
» Pledged to reach net zero in the 2040s or sooner, or by mid-century at latest;
» Set out a plan, in advance of COP26, explaining what steps will be taken to reach
net zero, especially in the short- to medium-term;
» Taken immediate action towards achieving net-zero emissions; and
» Committed to report progress at least annually.

The Investor Climate Action Plans (ICAPs)
Expectations Ladder and Guidance.
Undertake a benchmarking exercise to understand where you are on your
climate journey and consider the next steps and focus areas for implementing
a comprehensive climate action plan, using The Investor Climate Action Plans
(ICAPs) Expectations Ladder and Guidance. The ICAPs Expectations Ladder
and Guidance defines opportunities for action on investment strategy,
corporate engagement, policy advocacy and investor disclosure.
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IIGCC Net Zero Investment Framework
Utilise resources such as the IIGCC Net Zero Investment Framework to
develop a clear strategy to deliver on net zero commitments. The strategy
should include consideration of the investor’s strategic asset allocation and
investment in climate solutions while reducing exposure to high-carbon
assets. Focus areas of the Framework include Governance & Strategy,
Portfolio Reference Targets, Strategic Asset Allocation, Asset Level Assessment
& Targets, Implementing Alignment, Stakeholder & Market Engagement
and Policy Advocacy.

Various Exisiting Tools
Utilise existing tools to set interim milestones and targets, which should
apply to both investment and engagement processes:
» The Net Zero Asset Managers initiative
» The United Nations-convened Net-Zero Asset Owner Alliance and the
Target Setting Protocol
» The Science Based Targets initiative for financial institutions
» The Paris Aligned Investment Initiative and the Net Zero Investment
Framework 1.0
Targets should include both reducing negative impact, i.e. GHG emissions
and increasing positive impact, i.e. investments in companies, technologies
and other assets that will drive the green economy and help achieve the net
zero transition.
The Science Based Targets initiative for financial institutions can be used by
pension providers to publicly commit to a target that aligns lending and
investment activities with the Paris Agreement to demonstrate a commitment
to action.

The tools, initiatives and frameworks listed above provide useful guides for
pension providers on their net zero journey. Actions should be taken with the
mindset of achieving net zero being a journey in the right direction rather
than a box ticking exercise by meeting strict targets. Actions should start
now and be planned out to ensure progress is being made in an effective and
efficient manner.
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Benefits of the Transition Roadmap
The advantages to pension funds in using this Transition Roadmap and
taking action now are:
» Cleary demonstrating commitment to achieve net zero and show that they are
listening to the concerns of fund members.
» Using the power of pension fund investment to drive action by its asset
managers and companies in the fund’s portfolio.
» Demonstrating transparency and integrity.
» Showing leadership in the sector in taking action on climate change.
» Ensuring steps are taken now to meet targets.
» Validating the commitment of Scottish pension providers to combat climate
change in the year that COP26 is being held in Glasgow.

If you would like further information on
progressing your net zero journey or
further guidance on the tools, initiatives
and frameworks that are available please
contact Natalie Jackson at GEFI
(advisory@globalethicalfinance.org).
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Appendix: Tools and Initiatives
Accounting for Sustainability (A4S) was established by HRH The Prince of Wales in 2004.
Its aim is to transform finance to make sustainable business, business as usual.

Climate Action 100+ is an initiative to encourage investor engagement with the world’s
largest corporate greenhouse gas emitters to take action on climate change.

The Net-Zero Asset Owner Alliance – Inaugural 2025 Target Setting Protocol provides a
series of approaches, strategies and frameworks for the process of portfolio-level target
setting across asset classes, sectors and investment management actions. The protocol
focusses on engagement, sector, sub-portfolio and financing transition targets and
Alliance members are commited to publishing interim targets every 5 years.

The ICAP Expectations Ladder sets out a summary of actions over four tiers from
investors just beginning to think about climate to the net-zero standard-setters. It
defines opportunities for action on investment strategy, corporate engagement, policy
advocacy and investor disclosure.

An international group of asset managers committed to supporting the goal of net zero
greenhouse gas emissions by 2050 or sooner, in line with global efforts to limit warming
to 1.5 degrees Celsius; and to supporting investing aligned with net zero emissions by
2050 or sooner.

A UN-convened alliance of institutional investors committing to deliver to transition
investment portfolios to net-zero GHG emissions by 2050.

The Framework provides guidance on developing an investment strategy consistent with
achieving a global target of net zero emissions by 2050 through decarbonising investment
portfolios and increasing investment in ‘climate solutions’. Focus areas include Governance
& Strategy, Portfolio Reference Targets, Strategic Asset Allocation, Asset Level Assessment &
Targets, Implementing Alignment, Stakeholder & Market Engagement and Policy Advocacy.

The PACTA tool aggregates global forward-looking asset level data. The tool produces
a customized, confidential output report, which allows investors to assess the overall
alignment of their portfolios with various climate scenarios and with the Paris Agreement.

PCAF provides a harmonised and transparent carbon accounting methodology for
financial institutions to measure and disclose the GHG emissions associated with lending
and investment activities.
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Appendix: Tools and Initiatives continued
A cross sector UN Race to Zero campaign across the ‘real economy’ committed to
achieving net zero carbon emissions by 2050 at the latest. The minmum criteria for
participating in the Race to Zero campaign requires organisations to ‘Pledge, plan,
proceed and publish’ net zero and interim targets.

Science Based Targets validates emissions reductions targets set by companies.

The Task Force on Climate-related Financial Disclosures has developed consistent
climate related financial risk disclosures for use by companies in providing information to
investors, lenders, insurers, and other stakeholders.

The Transition Pathway Initiative assesses companies’ preparedness for the transition to
a low-carbon economy and their forward-looking carbon performance alignment with
Paris aligned pathways.
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The world depends on global finance
making the right choices to deliver
positive change and achieve the UN’s
Sustainable Development Goals
The Global Ethical Finance Initiative (GEFI) has become the hub at
the centre of the ethical finance movement. We curate independent
conversations among a broad coalition of financial services stakeholders,
as well as delivering practical projects. We are the partner for action on
ethical finance.

GEFI are a not-for-profit with over a decade’s experience guiding financial institutions
and regulators. We can help you navigate your ethical finance journey through completing
research, delivering capacity building training and carrying out tailored advisory work.

For more information go to globalethicalfinance.org/advisory/

www.globalethicalfinance.org
GLOBAL ETHICAL FINANCE INITIATIVE
Ethical Finance Hub
Edinburgh Business School
Heriot-Watt University
Riccarton, Edinburgh
EH14 4AS
Email: info@globalethicalfinance.org
Twitter: @Finance4Change

