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How a bold responsible
investing policy is helping
The People’s Pension align
with its net-zero targets and
elevate stewardship




About The People’s
Pension (TPP)

TPP is the UK's largest independent master trust, with GBP 30 billion
in assets."People’s Partnership (formerly B&CE), provider of TPP, was
established in 1942 with roots in the construction industry. Today,

 FoOtS "TPP has been on a journey over
TPP serves more than six million members from over 100,000 small- to
medium-sized employers from all economic sectors. The fast-growing the IaSt feW years as an asset
scheme invests nearly GBP 4 billion in new contributions every year.’ .
owher, managing a large pool

As one of the UK’s only profit-for-member organisations, TPP’s structure

is similar to that of Australian Super Funds and Canadian pension of assets that invests more in
companies that are transitioning

schemes. As such, profits are channelled back into the organisation to
support its members, not distributed to shareholders.

In 2024, TPP collaborated with MSCI to construct an ambitious emission- to net-zero and reducing
reduction roadmap by capitalizing on our climate research, indexes, data "
and analytical tools. TPP moved approximately GBP 15 billion—60% of its exposure to those that dare nOt.
total investments—into climate-change index funds that offer exposure to
companies transitioning to a low carbon and climate-resilient economy. . .
Dan Mikulskis
Its goal was to reduce the carbon intensity of these assets by at least Chief Investment Officer for People’s Partnership, provider

30%, with an annual reduction target of 7% going forward. of The People’s Pension

This case study reviews how TPP approached the development of
its responsible investment (RI) strategy, its impact on their portfolio
construction and the role that MSCI's data and research played in its
implementation.

'The Ethical Fund was updated in October 2024 to track the MSCI ACWI Climate Paris Aligned ex Fossil Fuels and the MSCI Business
Involvement Screening Research (BISR) custom index.



Portfolio Construction

Building a responsible investment framework

TPP first developed a strategic framework to guide its 2. Stewardship—Prioritise sustainability issues with the greatest potential for impact, in terms of:
responsible investment (RI) strategy. By focusing on a. How the scheme selects, appoints, and monitors its asset managers and other service providers.
portfolio construction and stewardship, the scheme aims to
enhance the financial value and resilience of its members'
savings. Its climate change policy is aligned with the
scientific consensus that keeping warming below 1.5°C
compared to pre-industrial levels is essential to avoid the 3. Reporting—Annually report on the scheme’s progress while making improved member communications a priority.
most damaging impacts of climate change.
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TPP’s updated policy aims to bolster fund manager

expectations, align its climate change strategy
with industry trends, and integrate climate Portfolio Construction Stewardship
considerations across markets to achieve its net-

zero goals. TPP also intends to consider nature Consider and manage ESG risks ( Prioritize ESG issues with the greatest potential for impact )
and human rights in the portfolio construction and opportunities |

process, recognising the interconnectedness of
Hold companies accountable for their Collaboration
action to address ESG risks Engagement

b. Holding portfolio companies, key industry players and policymakers to account for the actions they are taking to address
business-material ESG risks and opportunities to help the scheme achieve its Rl objectives.

c. Collaborating with other like-minded investors and stakeholders to increase influence.

Improve Member Outcomes

Investment Beliefs

Selection
Appointment

these factors with climate change.
Monitoring
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The TPP RI framework comprises three pillars: portfolio
construction, stewardship, and reporting.
1. Portfolio construction—Consider and manage

environmental, social and governance (ESG) risks and ( Public Accountability through reporting and engagement )
opportunities as part of the scheme’s portfolio construction.

Collaboration Engagement

Source: People’s Partnership, provider of The People’s Pension



Carbon Footprinting by Fund (Scope 1 + 2)
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The chart above shows the evolving carbon footprint of the scheme’s most popular funds using MSCI data. The default option comprises the Global Investments (up
to 85% shares) Fund and the Pre-Retirement Fund. The Ethical Fund and Shariah Fund are reported for the first time this year. The values provided above are for the
scheme year 1 April 2023 to 31 March 2024 and are not a reflection of the current metrics for the Ethical Fund.’

Source: The People’s Pension Task Force on Climate-related Financial Disclosures report 2023-2024
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“We believe these changes make TPP one of the
greenest master trusts in the UK, which is great
news for our members. With MSCI's support, TPP
is uniquely positioned to use its size and influence
to ensure our members’ savings are allocated and
managed responsibly, and that the companies

in which we invest are acting in responsible and
sustainable ways.”

Dan Mikulskis, Chief Investment Officer for People’s
Partnership, provider of The People’s Pension
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' The Ethical Fund was updated in October 2024 to track the MSCI ACWI Climate Paris Aligned ex Fossil

Fuels and the MSCI Business Involvement Screening Research (BISR) custom index.



Challenges on the Path to Net Zero

Tradeoffs and materiality

Many asset owners are seeking to balance the need for greater transparency and
accountability, with a stronger alignment with climate and core sustainability values.

Trade-offs are a fundamental tenet of any kind of investing but are especially complex
when considering responsible investing decision-making. One of the biggest challenges
TPP faced was the need to be more explicit about its pursuit of social value in addition to
financial value in both company engagement and voting activities. With a lingering anti-
greenwashing sentiment as a backdrop, TPP felt compelled to consider, and be transparent
in the public domain about how they would treat that materiality spectrum in their RI
approach.

In addition, and like many other asset owners, TPP also grappled with questions related to
data. From an implementation standpoint, they recognised the delicate balance between
waiting for perfect data while acknowledging that a lot of risks are being left off the table
because of data constraints. Access to the right data and analysis is a key strategic factor
for the TPP program. They caution others to think carefully about the source of their data
and the consistency and overall accuracy of that data.

“For us, it made sense to choose MSCI's climate and sustainability resources as our
primary source of data and analytical tools as they are our main index provider.”

Leanne Clements, Head of Responsible Investment for People’s Partnership, provider of
The People’s Pension

Finally, TPP continues to address—as do many asset owners—how to reassess their
strategy with respect to industry and policy engagement. TPP admits there is plenty of
room for improvement in this area. They believe systemic risks like climate change cannot
be addressed through diversification and company engagement alone.



Portfolio Construction

Choosing the right indexes—and the

right index provider to grow with

TPP acknowledges that it benefited greatly from the
early mover experiences of other asset owners. They
sought input from many others on implementation
challenges and learned a lot from their experiences.
TPP took the time they needed to translate their
beliefs into practice and were able to implement their
plan across the entire developed equities portfolio, as
opposed to just carving out a section of it.

The scheme’s transition from market cap index-
tracking funds to climate-tilted index-tracking

funds for its developed equities growth portfolio
precipitated a search for a new index provider. TPP
needed a partner with a solid internal governance
structure and robust operational resilience, whose
products and services would keep pace with evolving
industry practices.

The transparent, rules-based MSCI Climate Change
Indexes consider both the opportunities and risks
associated with the transition to a low carbon
economy, enabling institutional investors to integrate

climate risk considerations in their equity investment
process. The primary mechanism of the TPP strategy
is an investment tilt, that invests more in companies
with the potential to benefit from the growth of low-
carbon products and services and less in companies
that will see potential asset stranding, reduced
demand for products, and increased costs. The
climate-change indexes are constructed to align with
the EU’s Climate Transition Benchmark requirements.

TPP chose MSCI, recognising the depth and
scope of our expertise and proven capacity for
ongoing innovation. Besides the MSCI Climate
Change Indexes, TPP also leverages MSCI’s
reporting capabilities, enabling them to align with
evolving regulatory and growing internal reporting
requirements, and access to our vast data and
analytics repositories associated with MSCI's ESG
Manager.

"With the help of MSCI's data

and research, TPP was able to
develop an innovative solution to
integrate climate considerations
and stewardship activities to
achieve its net-zero goals. It has
been so rewarding to engage with
a truly committed partner and to

help them bring to fruition a plan
designed to mitigate climate and
sustainability risks.”

Mark Guirey
Executive Director, Head of UK & Ireland Asset
Owner and Consultant Coverage for MSCI



How MSCI Indexes support a net-zero investment strategy

Institutional investors often have different objectives based on their investment strategy and time horizon. MSCI research
has observed three main objectives that investors commonly pursue as part of their climate strategy.

» Mitigate transition risk, by reducing exposure to carbon-intensive companies or industries.

« Capture potential economic disruption and positive exposure, including how exposure to lower-carbon technologies and
transition-solution stocks can be expressed while respecting other constraints.

» Promote stewardship by engaging with companies to encourage behavioural changes to improve operations and develop
long-term strategies and incentives for climate risk management.

MSCI indexes, such as the MSCI Climate Paris Aligned Indexes, MSCI Low Carbon Indexes or MSCI Global Environment
Indexes or a combination of these with MSCI Climate Change Indexes enables institutional investors to address these
objectives.
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“Whilst we were impressed with the range of off the shelf climate indexes that MSCI offered, one of the clear
differentiators for us in choosing them was the strength of its operational resilience and robustness of their data/
analytics that underpin them. You can have a truly leading climate index product, but if its operationalisation lacks
robustness, it introduces undue risks into the process.”

Dan Mikulskis, Chief Investment Officer for People’s Partnership, provider of The People’s Pension

Action

TPP chose Climate Transition Benchmark (CTB)
indexes, rather than Paris Aligned Benchmark
(PAB) indexes, because they believe that they are
better aligned with the scheme’s climate change
investment principles, and the role they believe
fossil fuel sectors will play in the energy transition
over the medium term. “TPP also wanted the
flexibility to control the regional allocations of the
portfolio, rather than choose a conventional global
market cap index,” Dan Mikulskis said. “As an asset
owner, we believe that enables us to add more
value over time.”



Navigating the
interplay of corporate
engagement and
index investing

TPP favours being well-diversified in developed equity markets
because they believe it offers the greatest value for its members. As an
externally managed asset owner, TPP’s primary engagement target is
its fund managers who are responsible for implementing the corporate
engagement strategy on their behalf and ensuring alignment with its
responsible investment policies. There is a tension, they acknowledge,
of being an index investor but genuinely wanting to enforce meaningful
policies on stewardship and engagement.

“It's difficult as an asset owner when you own a share in 10,000 or more
companies around the world via the indexes,” says Dan Mikulskis. “It is
just not possible to develop a nuanced understanding of the companies
business models or even to speak with all of them. You need a well-
crafted policy that ideally sets out what you want to happen, and
aligned partners who are investing on your behalf that can demonstrate
how these companies are contributing to the objective.” MSCI data and
research resources helped inform TPP engagement policy, including its
net zero voting policy.

)




Reporting

Elevating the scheme’s internal and

external communications

TPP has produced an annual TCFD reports

since 2022. They credit the reports with helping
them formalise climate and risk management
considerations and for supporting their investment
decision-making process and to create these they
leverage MSCI's data and reporting solutions.

However, Leanne Clements advocates better
reporting, not more reporting for its own sake.
“We would like to see more holistic narratives
from asset managers on the companies they

are engaged with—from the full list of engaged
companies, the milestones that they are tracking
and progress towards them, if engagement fails,
the escalation route taken, and if engagement is
successful, what real world impact it has had on
the company over time. It is only with this type of
holistic narrative that we can truly understand and
appreciate the stewardship value proposition.”

2As of December 31, 2024

Get a clear view of the climate transition at every
stage of your process

Clients from across the capital ecosystem use MSCI's
integrated data, analytical tools, indexes and insights
for a clear view of the climate transition. We’re proud
to work with over 3,0002 clients worldwide, including
leading pension funds, asset managers, consultants,
advisers, banks and insurers. MSCI is a leading global
index provider with USD 933 billion benchmarked to
our Sustainability and Climate equity indexes as of
June 2024.

We approach sustainability with a dedicated focus

on research, quality, and collaboration. We integrate
over 50 years of sustainability ratings expertise

and climate metrics, offering customisable options
for screening, integration, and thematic focus. Our
indexes cater to diverse strategies, from exclusionary
to thematic exposure, allowing investors to align with
specific sustainability goals.

If you'd like to learn more about integrating
sustainability and climate considerations into your
investment processes and how MSCI can help,
please contact us.

"MSCIl is proud to support the People's
Pension in advancing their Responsible
Investment strategy and commitment to
carbon emissions reduction. MSCI Climate
Change Indexes are designed to help
institutional investors fund decarbonization
by backing companies that are actively
lowering their carbon footprint. Realizing
these environmental objectives is more

critical than ever, and we remain dedicated
to providing investors with the solutions

needed to drive meaningful impact.”

Sebastien Lieblich
Managing Director, Head of EMEA and APAC Index
Product for MSCI


https://www.msci.com/contact-us

About MSCI

MSCI is a leading provider of critical decision support tools and services
for the global investment community. With over 50 years of expertise in
research, data and technology, we power better investment decisions by
enabling clients to understand and analyze key drivers of risk and return
and confidently build more effective portfolios. We create industry-
leading research-enhanced solutions that clients use to gain insight into
and improve transparency across the investment process.

To learn more, please visit msci.com
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Notice and disclaimer

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the
“Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI"), or MSCl’s licensors, direct or indirect suppliers or
any third party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for
informational purposes only. The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in
part without prior written permission from MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without
limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the
issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles
utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or
services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF
THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE
INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY
APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT
LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS,
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider
have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any
other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by
applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent
that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future
performance, analysis, forecast or prediction. Past performance does not guarantee future results.

The Information may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are
derived from calculations using historical data. Neither these Signals nor any description of historical data are intended to provide
investment advice or a recommendation to make (or refrain from making) any investment decision or asset allocation and should not
be relied upon as such. Signals are inherently backward-looking because of their use of historical data, and they are not intended to
predict the future. The relevance, correlations and accuracy of Signals frequently will change materially.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management,
employees, advisors and/or clients when making investment and other business decisions. All Information is impersonal and not tailored
to the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other
investment vehicle or any trading strategy.

It is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an
index is only available through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse,
market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial
product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI
index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track
index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no
representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but
does not manage actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index returns
do not reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the index or Index Linked
Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than
the MSCI index performance.
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The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are
frequently material differences between back tested performance results and actual results subsequently achieved by any investment
strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the
application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of
MSCI or suppliers to MSCI. Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such
security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in
calculating certain MSCI indexes. More information can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc.s revenue includes fees based on assets
in Index Linked Investments. Information can be found in MSCI Inc.'s company filings on the Investor Relations section of msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.
Neither MSCI nor any of its products or services recommends, endorses, approves or otherwise expresses any opinion regarding any
issuer, securities, financial products or instruments or trading strategies and MSCI's products or services are not a recommendation

to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products
or services from MSCI ESG Research may constitute investment advice. MSCI ESG Research materials, including materials utilized in
any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and
Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, research and data are produced by MSCI ESG
Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information
from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK).

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG
Research and/or MSCI Inc. (collectively, “MSCI”) and that these relationships create potential conflicts of interest. In some cases, the
issuers or their affiliates purchase research or other products or services from one or more MSCI affiliates. In other cases, MSCI ESG
Research rates financial products such as mutual funds or ETFs that are managed by MSCI’s clients or their affiliates, or are based

on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity indexes include companies that subscribe to MSCI products or
services. In some cases, MSCI clients pay fees based in whole or part on the assets they manage. MSCI ESG Research has taken a
number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its research and ratings.
More information about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/
summary/169222.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other
MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United
States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of
MSCI and S&P Global Market Intelligence. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global
Market Intelligence.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured
deposits, nor does it deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research
product or service supports, promotes or is intended to support or promote any such activity. MSCI ESG Research is an independent
provider of ESG data.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at
https://www.msci.com/privacy-pledge.
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