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Foreword
I am pleased to present our second annual report on climate change, 
which forms part of our continued commitment to transparency and 
holding ourselves accountable to the promises we make to our clients, 
employees and broader stakeholders.

As I look over the past year, I see the progress we have made across our 
business and for our clients. Looking forward, I still see the significant 
collective progress we have yet to make, as a society, to achieve the targets 
set out in the Paris Agreement.

Individual savers, their advisers, pension schemes and the asset 
management industry have a vital role to play. The relationship between 
all stakeholders is coming to the fore, with many Irish investors taking steps 
towards more sustainable investment portfolios. The last two years have 
seen new regulatory regimes coming into force, focusing on sustainability, 
and we continue to see the growth of responsibly managed assets 
increasing globally.

We are continually reminded about the urgency of addressing climate 
change, and the pace of innovation and developments of our own approach 
to investing and delivering client solutions is something I am incredibly 
proud about. 

This year, we formally signed up to the Net Zero Asset Managers initiative, 
a further milestone in our Climate Action Pledge and an additional  
commitment to targets and accountability on  
our part. 

We will continue to lead on this agenda – through our actions, through 
our advocacy at policy level and through industry initiatives – to ensure 
we make the collective progress necessary for our society. Directly in 
our control, we will continue to enhance our capabilities to meet the 
evolving challenges facing us, including climate change and broader 
sustainability issues that will arise. This will include providing innovative 
investment solutions, enhancing our own investment and risk management 
approaches to capture and mitigate these issues and, importantly, to work 
with our asset owner clients on their own sustainability journeys.

On behalf of all the team at ILIM, I would like to thank you for your 
continued support and welcome your feedback.  

Patrick Burke 
Managing Director, 
Irish Life Investment Managers
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About ILIM

Irish Life Investment Managers (ILIM) is a global asset management firm managing over €100 billion for a range of institutional clients 
based principally in Europe and North America; it is the leading fund manager in Ireland and the primary asset manager for Irish Life 
Assurance Company. Our core investment capabilities extend across multi asset solution design with internal expertise in indexation, 
quantitative active strategies, active fixed income and property. 

Across the Irish Life Group, we have incorporated sustainability as a core pillar of our future business strategy at a policy, entity and strategy 
level. At ILIM, we are committed to managing assets responsibly and are signatories of the United Nations Principles for Responsible 
Investment (UNPRI) since 2010. As of December 2021, ILIM had over €40 billion in responsibly managed assets, which has increased 
from €22 billion at the end of 2020. This represents 40% of total assets under management, a year-on-year increase of 88% in assets 
under management with ESG integration, i.e. funds designated as Article 8 under SFDR. 

As an asset manager with a responsibility for managing client assets, we recognise the significant impact that climate change risks can 
have on our clients’ portfolios, as well as the opportunities it presents. ILIM has identified climate change as being one of the priority 
themes that is guiding our approach to sustainable investment and one of the key priority topics for our business.

WHY IS CLIMATE ACTION IMPORTANT?
Climate change is one of the most significant challenges 
facing the global economy and our society at this time. 
With no further action, the global economy is on a trajectory 
to contributing to a rise in global temperatures of more than 
3 degrees Celsius. This would have disastrous consequences 
for the economy itself and the society in which we live. There 
is global consensus that decisive and collective action from 
all stakeholders is required to bring greenhouse gas (GHG) 
emissions to a position of net zero by 2050 at the latest to avoid 
these outcomes. 

The global momentum toward net zero will dramatically 
reshape the global economy over the next few decades. The 
level of global support and policy action – much of which is still 
in its infancy, despite seeing many country and corporate net 
zero commitments – will ensure that climate change is seen as a 
key investment theme. This presents risks to businesses that are 
unable to adapt to a changing environment, and opportunities 
for those that have a role to play in mitigating those changes. 

We are all invested in a successful transition to a more 
sustainable economy. It is without doubt that all stakeholders 
– Insurance Companies, Pension Funds, Endowments, Asset 
Managers, Advisers and Clients – have a vested financial and 
personal interest in supporting our world’s transition to a more 
sustainable future – for us individually, for our families and for 
our children’s children.

OUR ROLE AS AN ASSET MANAGER
When it comes to our role as an asset manager, we have a dual 
responsibility:

To our clients: our primary purpose is to deliver investment 
solutions that meet our clients’ needs in terms of longer-term 
returns and that manage risk. As an asset manager, we must 
deliver solutions that not only protect against the downside 
risks from a changing climate, but that also embrace the breadth 
of opportunities available from supporting the transition to a 
greener planet.

To our broader stakeholders: our role in the financial 
markets brings with it the responsibility and opportunity to be 
considerate of the footprint we create, as a consequence of the 
investment decisions we make.

Our Climate Action Pledge, published in 2021, is to work 
in partnership with, and on behalf of, our clients by using 
our influence in terms of investment decision making, risk 
management and public advocacy to accelerate and play a 
positive role in the climate change agenda, both within our own 
market and globally. 

We now extend this Pledge to a formal commitment to help 
reach net zero GHG emissions by 2050 or sooner by joining the 
Net Zero Asset Managers (NZAM) initiative as the next milestone 
on our sustainability journey.

Responsible Investment and the climate agenda at ILIM
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Executive  
summary

According to the recent Intergovernmental Panel on Climate Change (IPCC) Report, the global average temperature was 1.1 degrees 
Celsius above pre-industrial levels in 2021, and the chance of breaching 1.5 degrees Celsius has increased significantly. Global warming is 
already changing the way many of us live or think. This year has seen a variety of extreme climate disasters, from flooding in Pakistan to 
wildfires across Europe and water shortages in northern Mexico.

Climate change is set to cause systemic economy-wide impacts that harm human and economic structures with repercussions for 
financial markets (e.g. rapid repricing of equity and bond values due to a sudden and prolonged extreme weather event). On the other 
hand, changes in policy or technology could also create opportunities on which companies could capitalise. For example, enhancing 
utilities’ renewable energy capacity could give them advantages in a world with increasing demand for zero-carbon electricity forms.

We believe investors have a vital role to play in driving the transition to a global low carbon economy by influencing positive change at 
investee companies and protecting the long-term value. Climate change will require companies to align capital, technology and strategy 
with future climate scenarios.  
As a result, a key strategy for investors is to manage climate-related financial risks in their portfolios to ensure that the companies in 
which they invest are mitigating and effectively addressing climate change. 

ILIM recognises the magnitude of the net zero objective and the challenge that this presents to the financial community, companies and 
societies at large. The transition to carbon-neutral economies in light of rising GHG emissions worsening climate impacts and increasing 
insecurities in energy markets driven by geopolitical events is an enormous task and requires collaboration across businesses, investors, 
policymakers, academics and activists. Given the size of ILIM’s investment portfolio (€100 billion) and the range of asset classes and sectors in 
which ILIM invests, this represents ILIM’s biggest share of emissions and where we can drive change to a lower carbon economy.

In 2021, ILIM became a TCFD supporter and released its first climate report in line with the recommendations of the TCFD. This is our 
second climate report, which provides an overview of our progress in the agenda over 2021 and brings together our disclosure in 
alignment with the recommendations of the TCFD. 

Summary of key findings
STRATEGY – KEY CHANGES
1)  Making a commitment to net zero
ILIM joined the Net Zero Asset Managers (NZAM) initiative, 
setting 2030 interim targets to facilitate a transition to a 1.5 
degrees Celsius aligned economy. 

ILIM recognises that the path to achieving net zero is a long-term 
and challenging commitment requiring us to set targets for a 
clearly defined set of initial assets (ringfenced assets), adopt a 
decarbonisation pathway and engage with investee companies 
through voting and engagement to ensure their alignment with 
net zero.

2) Enhanced our stewardship activities by giving them  
a larger focus on climate action

ILIM developed bespoke Global Proxy Voting Guidelines to 
strengthen its approach to voting on climate by voting against 
board directors of companies lagging on climate performance 
and risk management, as well as supporting shareholder 
proposals that seek to promote behaviours that are aligned 
with a net zero transition (e.g. proposals for improving climate 
disclosures, setting Scope 1, 2 & 3 targets and reporting on 
climate-related lobbying). 

In terms of engagement with investee companies and 
policymakers, ILIM strengthened its participation in 
collaboration initiatives, such as the CDP and the Climate 
Action 100+, to maximise our impact on investee companies in 
the climate agenda. We also expanded our direct engagement 
programme, previously focused on transition climate risks, to 
engage with investee companies on physical climate risks and 
their adaptation strategies.
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3)  Solution design: expanded decarbonisation integration 
into portfolio construction across a wider set of assets 

ILIM developed a proprietary model1 to incorporate ESG and 
climate metrics into its investment process across sustainable 
corporate bond and equity funds. This approach incorporates 
a ‘decarbonisation tilt’ that uses both forward and backward-
looking climate metrics.

In 2021, ILIM expanded integration of climate alignment into 
ILIM’s proprietary portfolios from €22 billion in December 2020  
to €40 billion in December 2021.

In 2021, ILIM expanded its sustainable solution range to include 
the ‘Climate Focused Fund’, designed with a more stringent set of 
sustainable criteria that will help us create portfolios with a global 
broad market exposure, albeit with lower exposure to the energy 
sector, that is better aligned with a 1.5 degrees Celsius pathway. 

Additionally, ILIM’s exclusions2  approach is applied to our 
proprietary indices and is constructed to set a baseline of  
eligible investments and to incorporate climate specific screens, 
in addition to companies in violations of global standards  
and norms. 

In 2021, ILIM’s coal phase-out policy rating was upgraded by  
NGO Reclaim Finance to reflect the changes made to our 
exclusions policy in 2020. 

4)  Policy engagement
In a broader context, ILIM increased its voice in the market and 
is an active participant on industry forums that involve climate 
discussions, such as the Sustainable & Responsible Investment 
Forum (SIF) Ireland, Carbon Disclosure Project (CDP) Ireland, 
the Principles for Responsible Investment (PRI), European 
Sustainable Investment Forum (Eurosif) and the Institutional 
Investors Group on Climate Change (IIGCC). ILIM has also 
been engaging with policymakers on the climate agenda, as a 
signatory of the ‘Global Investor Statement to Governments on 
the Climate Crisis’.

5)  Released our Climate Action Pledge
ILIM’s Climate Pledge sets out an action plan to deliver on our 
climate commitment, focused on six key areas:

> Advocacy and leadership for Climate Action
> Strengthen governance of the climate agenda
>  Integrate climate risk into overall risk management
> Ensure the robustness of climate-related exclusions policy
> Integrate climate alignment into our proprietary portfolios 

and wider solution set
> Use stewardship to accelerate the climate agenda at the 

companies in which we invest

1  https://www.ilim.com/media/1452/esg-policy-november-2019.pdf  
2 https://www.ilim.com/media/1964/responsible-investing-annual-review-2021.pdf

Kathy Ryan
Head of Responsible 
Investment

METRICS & TARGETS
The main metric that ILIM uses is the carbon intensity of the portfolio. 
ILIM’s equity portfolio, which follows our proprietary ESG approach, shows 
an improvement of ~38% based on a reflective market capitalisation 
benchmark when comparing emissions exposure. When we look at 
Weighted Average Carbon Intensity (WACI), the improvement is ~35%. 

ILIM’s Corporate Bond portfolio, which also follows ILIM’s proprietary 
approach, shows an improvement of ~43% when comparing emissions 
exposure. Looking at WACI, the improvement is ~46%.

This improvement reflects ILIM’s ambition to eradicate high carbon 
emitting companies while overweighting those with lower emissions and 
strong climate targets.

As an organisation, we consider the relevance of net zero and are 
progressing the alignment of assets to a net zero transition. We 
acknowledge that this is a journey, and we are committed to helping our 
clients navigate this transition.
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Introduction and background

Task Force on Climate-related  
Financial Disclosures (TCFD)
The TCFD is a framework with four widely adoptable recommendations 
on climate-related financial disclosures applicable to organisations 
across sectors and industries. The framework is structured around four 
thematic areas that are core elements of how organisations operate – 
governance, strategy, risk management, and metrics and targets. In 
2020, ILIM became a TCFD supporter and released its first climate report 
in line with both the general recommendations of the TCFD and the 
specific guidance for asset managers. 

APPENDIX I shows the 11 general recommendations applicable to 
all sectors and the recommendations specific for asset managers. 

7

Scope of the analysis
From ILIM’s total assets under management (AUM), as of 31 December 
2021, of €103.8 billion, property, cash/equivalents and externally 
managed funds were removed, resulting in circa €90 billion available 
for the TCFD analysis (~85% of total book of assets).

The ~€90 billion can be further broken down across ESG and non-ESG 
assets across equities, corporate bonds and sovereign debt. Staying 
consistent with TCFD 2020, we have chosen to analyse our proprietary 
ESG assets separately to those of standard market cap products and 
products designed to follow client-specific restrictions. This can best 
capture and highlight the proprietary approach ILIM has taken to our 
ESG assets. 

Equity, corporate bonds and sovereign debt are analysed separately. 
Furthermore, each asset class is split into proprietary ESG assets, non-
proprietary ESG assets and, finally, non-discretionary assets where 
applicable.
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Our most material climate change risk is the potential for climate 
change to negatively affect the performance of investments on 
behalf of our clients. But the impact of climate change goes beyond 
performance alone. Stakeholder expectations on our role in tackling 
climate change are ever increasing.  ILIM is committed to contributing 

to a lower carbon economy, as set out in the Paris Agreement. As the 
effects of climate change become more apparent, clients increasingly 
want to ensure that the way in which they are investing meets their 
core values and reflects their expectations. We aim to provide the 
investment solutions to meet these changing demands.

In 2021, ILIM released its ‘Climate Action Pledge’ – a public statement 
to set out our commitment to our stakeholders regarding the actions 
we will take to progress the climate change agenda and enhance 
our investment solutions. Our Climate Action Pledge is to work in 
partnership with, and on behalf of, our clients by using our influence 

Our climate strategy 

Key Areas Actions Involved

Advocate for climate action > Advocate for climate action with policymakers, investors and industry groups
> Support mandatory climate disclosures and publicly support the 

recommendations of the Task Force on Climate-related Financial Disclosures 
(TCFD)

> Work with asset owner clients 
> Continue to engage publicly and collaboratively with other global investors on 

the climate change agenda

Strengthen governance of the climate agenda >  Continue to strengthen the governance and accountability of our executive 
leadership

Integrate climate risk into overall risk management >  Publicly report on the climate metrics of our portfolios in line with the TCFD 
recommendations

Ensure the robustness of climate-related exclusions policy >  ILIM’s Responsible Investment Policy, which applies across all of ILIM’s 
proprietary solutions, applies climate-related screens

Integrate climate alignment into portfolio construction >  Adopt climate and sustainability focused solutions in proprietary portfolios and 
a wider solution set

Use stewardship to accelerate the climate agenda in the 
companies in which we invest

>  Climate change as a priority theme within ILIM’s engagement and voting 
activities to ensure companies are mitigating climate risks and embracing the 
opportunities of the transition to a low carbon economy 

>  Participation in a number of global initiatives including CDP, IIGCC and CA100+ 
to advance the climate agenda

in terms of investment decision making, risk management and public 
advocacy. This enables us to accelerate, and play a positive role in, the 
climate change agenda both within our own market and globally. It is 
focused on six key areas, described below. 

This Pledge sits within our ongoing commitment to Sustainable Investment and focuses on specific areas where we can meaningfully influence 
decisions and drive further change for the benefit of our clients’ longer-term interests.

Table 1 – ILIM’s Climate Action Pledge – key areas and actions involved

Strategy
This section describes how climate-related risks and 
opportunities are factored into investment strategies.
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For our proprietary equity and corporate credit solutions, ILIM adopts a combination of both exclusions and integration, which is further 
supplemented by its approach to responsible ownership.

Solution design

ESG INTEGRATION
ILIM has developed a proprietary model to incorporate ESG and 
climate metrics into its investment process across ILIM’s sustainable 
corporate bond and equity funds. This approach incorporates a 
carbon tilt that combines a range of forward and backward-looking 

metrics to minimise exposure to higher emitting entities (be them 
companies or assets) while increasing exposure to green solutions. 
The final tilt score considers carbon intensity, carbon risk, green 
revenues and brown revenues. Details on those components are 
included in the ‘RIsk Management’ section.

Figure 1 – ILIM’s Proprietary ESG Integration Model

Proprietary ESG 
Integration Model

ILIM Exclusion Policy Best-in-class ESG

Green tilt

Carbon tilt

Brown tilt

Norms & Activity Exclusions

Increase exposure to firms providing goods 
& services that promote sustainability. 

> Green (Taxonomy) Revenues

Reduce carbon exposure and climate transition risks. 
> Carbon Intensity (Scope 1 & 2)

Penalise laggards and 
reallocate capital to issuers with 

stronger ESG credentials. 

> ESG Score and ESG Momentum 

Reduce exposure to fossil fuel sector, 
decrease stranded asset risks. 

> Fossil Fuel Revenues  
(Extraction/Power-Gen/Services)

Alongside the climate metrics, ILIM has established exclusion criteria for carbon intensive activities.

ILIM’s strategy in terms of incorporating climate-related risks and opportunities into investments is implemented across all investment functions. 
As asset managers, we have three influence levers in our toolbox: (i) solution design, (ii) active ownership and (iii) policy engagement. 

Incorporating climate-related risks and opportunities into 
investment strategies
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SYSTEM ENGAGEMENT
At ILIM, we advocate for sustainability with policymakers, 
investors and industry groups, and we strengthened our system 
engagement by supporting mandatory climate disclosures in 
line with the recommendations of the Taskforce on Climate 
Related Financial Disclosure (TCFD). 

ILIM joined with 587 other investors (US$ 46 trillion in 
assets collectively) to sign the ‘Global Investor statement 
to Governments on the Climate Crisis’, coordinated by the 
seven founding partners of The Investor Agenda – including 
the Principles for Responsible Investment (PRI), the Carbon 
Disclosure Project (CDP)  and the Institutional Investor Group on 
Climate Change (IIGCC) – calling on governments to raise their 
climate ambitions ahead of the COP26 meeting in Glasgow. 

We are also members of the IIGCC ‘Net Zero Stewardship 
Working Group’ the ‘Net Zero Benchmark Development Group’, 
helping to advance net zero implementation methodologies 
for asset managers. We worked with Ireland’s Sustainable 
Investment Forum to develop a climate action plan for the 
financial sector and to deliver education sessions on the 
TCFD to industry groups. As Vice Chair of CDP Ireland, we are 
actively promoting climate disclosures within Ireland as well 
as educating industry groups on climate assessment. ILIM 
has also been a signatory of the United Nations Principles for 
Responsible Investment since 2010.

PRODUCT DEVELOPMENT
In 2021, ILIM expanded its sustainable solution set to include the 
‘Climate Focused Fund’. The fund increases its allocation to green 
or taxonomy-aligned activities and severely decreases exposure to 
companies with fossil fuels exposure. 

The Climate Focused Fund is currently aligned with a net zero 
emissions ambition. However, maintaining this alignment will require 
all the underlying holdings to set and meet net zero goals. A detailed 
case study is included in the ‘Risk Management’ section. 

ACTIVE OWNERSHIP
In 2021, we strengthened our active ownership practice, focusing 
on the expansion of our collaborative engagements and taking 
stronger voting action on issues aligned with our core themes, 
with a prioritisation of climate change. The direct engagement 
programme now covers dialogues both on transition climate risks 
and physical climate risks. While we continue to engage directly 
with a subset of companies on particular issues, we recognise 
that a collective voice is always more powerful than what we have 
as an individual shareholder. In this context, ILIM participates 
in collaborative initiatives such as the Climate Action 100+, the 
CDP (formerly the Carbon Disclosure Project), the Institutional 
Investors Group on Climate Change (IIGCC) and the Climate Change 
– Sustainable Forests and Finance thematic engagement led by 
Sustainalytics. We also worked through 2021 to develop bespoke 
voting guidelines to strengthen our position on voting on climate 
issues. Further details on our active ownership activities around 
climate change can be found in the ‘Risk Management’ section of 
this report.

10
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Board oversight

GOVERNANCE AND RISK MANAGEMENT
At Great-West Lifeco (the parent of ILIM), the governance of 
sustainability and climate issues was strengthened by the 
appointment of David Simmonds as Lifeco’s Chief Communications 
and Sustainability Officer and member of the Executive Management 
Committee. We strengthened the Governance model further within 

The board of directors is ILIM’s decision-making body and is 
accountable for the company’s sustainable investment strategy, which 
includes climate change. On a group level, ILIM has adopted policies 
and procedures from its parent, Great-West Lifeco. The mandate of 
Great-West Lifeco’s board is the oversight of climate-related risks, 
including monitoring, risk mitigation and opportunistic strategies. 
ILIM’s responsible investment strategy includes a set of policies 

Irish Life Group by establishing an ‘Executive Sustainability Committee’ 
comprised of members of the ILG Board. We also appointed a director 
on the ILIM board with clear accountability for sustainable investments. 

ILIM’s Investment Risk Team, independent from fund management, 
identifies, measures and monitors ESG and climate metrics across its 
investments.

that consider climate change among a broader set of ESG topics – 
including the Responsible Investment Policy, Sustainable Risks Policy, 
Engagement Policy, Voting Policy and Principal Adverse Impacts (PAI) 
Investment Due Diligence Policy, which are approved by the ILIM 
board, at least on an annual basis. The board has the responsibility of 
monitoring the policies to ensure their ongoing appropriateness.

Table 2 – ILIM’s board and executive oversights of climate-related risks and opportunities

Senior management’s role 
ILIM has established the Responsible Investment Governance 
Committee (RIGC). The Committee meets quarterly and is comprised 
of the Chief Investment Officer (CIO); the Head of Responsible 
Investment (Chair); the Head of Indexation, Fixed Income and Credit 
Solutions; the Senior Property Asset Manager; Director of Wealth 
and Corporate Distribution; and the Asset Servicing Manager. The 
Committee is responsible for reviewing and monitoring adherence 

to the Responsible Investment (RI) Policy. The Head of Responsible 
Investment is responsible for the development of the RI strategy and 
oversees ESG integration methodologies, engagement, voting and 
portfolio screening activities. The CIO is also responsible for approving 
any decisions or actions regarding active ownership, screening or 
integration of ESG or climate metrics into portfolios that may have  
a material impact on the valuation of investments.

Governance
This section discloses the organisation’s governance 
around climate-related risks and opportunities.

Governing Body Sustainability Related Responsibilities  Frequency of Review/Meeting

Board of Directors Engages with senior leaders on near and long-term business strategy 
and reviews management’s performance in delivering the sustainability 
investment strategy that includes climate change as one of its priority topics, 
and approval of key sustainability-related policies.

Quarterly

Responsible Investment 
Governance Committee

Responsible for reviewing and monitoring adherence to the Responsible 
Investment Strategy, including climate change, and policy implementation.

Quarterly

Risk Committee Reviews and discusses with management levels of risk, risk assessment, 
risk management and related policies, including those related to ESG risks, 
among which climate change is considered.
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There is an Executive Leadership in each Investment Team, responsible for leading and implementing ESG integration and new product 
innovation. Sustainability-related goals are embedded in all executives’ objectives.

Figure 3 – Dedicated resources within the business

Figure 4 – Dedicated resources and accountability within Fund Management teams

Figure 2 – Governance model

Sustainability, including climate, is incorporated into goals for all executive leaders. Dedicated ESG resources within their teams and firmwide 
responsible investment training is rolled out.

ILIM Board of Directors
Strategic Oversight and Governance, approval of strategic direction, ambition and targets, approval of RI Policies.  

Nominated director with responsibility for sustainability. Chair is also Chair of GWL’s Global Sustainability Investment Council.

Executive Management Team
Executive sponsorship and leadership of ESG Strategy. Sustainability integrated into formal quarterly reporting to EMT by key committees. 

Fund Management 
Executive

• Responsible for ILIM’s 
investment strategies

• Research and 
development of new 
capabilities including 
ESG across equity, fixed 
income and real estate

Responsible Investment 
Governance Committee

• Oversight and 
implementation of approved 
RI policies

• Oversight of regulatory 
requirements, active 
ownership activities, external 
service provider agreements 
and product pipeline

Product Governance 
Committee

• Approval and oversight of 
new products

• Assessment of sustainability 
preferences and the 
SFDR strategy for fund 
classification

Compliance & 
Investment Risk

• Classification of SFDR Article 
8 & 9 Funds

• Responsible for:
• SFDR and TCFD reporting
• Analysis and oversight of 

PAI metrics 

Reporting 
Infrastructure

• Oversight of the performance 
of ILIM strategies

• Independent analysis of the 
contribution to performance 
made by ESG factors and 
exclusions

Managing Director and Chief Investment Officer 
(Executive Sponsorship)

Executive Management Team
(Executive Leadership with Divisional Ownership)

Chief Investment 
Officer

Head of Indexation, 
Fixed Income & 
Credit Solution

(RI Executive 
Leadership)

Director 
Wealth & Corporate 

Distribution
(RI Executive 
Leadership)

Director
Global Institutional 

Distribution

Head of 
Strategic Project 

Developments 

Director  
Operations & IT

Chief Financial 
Officer

Chief People  
Officer

Head of Compliance 
& Business Risk

Sponsorship of  
RI Committee

Proprietary 
Sustainable 

Solutions – Multi 
Asset and Quant

Property

Proprietary 
Sustainable 

Indexation – Equity 
and Fixed Income

RI Governance

Client engagement 
and training

Sponsorship of 
Product Governance 

Committee
Client Reporting

Marketing and 
Promotion

Client engagement 
and training

Sponsorship of 
Product Governance 

Committee

ESG Mainstream 
Project Governance 

and Oversight

Performance 
Reporting

ESG operations and 
data integration

ESG Strategic 
Budget 

Expenditure

Financial 
reporting 

RI Training

Rewards 
structures

ESG Regulatory 
analysis and 

business 
compliance 

Investment Risk

Fund Management Executive Team

Head of Multi-Asset 
Solution

Head of Indexation, 
Fixed Income & Credit 

Solutions

Head of Property Head of Multi-Asset 
Strategies

Head of LDI and 
Indexed Fixed Income

Head of Irish 
Commercial Property

Head of Responsible 
Investment

(RI Executive 
Leadership)

Chief Operations 
Officer – Investments

Chief Investment Officer 
(Executive Sponsorship)
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Integrating climate-related risks 
into overall risk management

The impacts of climate change on investments may be through asset values being exposed to a potentially sudden re-pricing to reflect transition 
risks to a low or carbon neutral economy, or as a result of more frequent and severe weather events and longer-term shifts in climate impacting 
on asset values. Both of these may be through actual experience or a change in anticipated future experience. Climate change may also present 
enhanced asset returns; for example, increased equity valuation for a firm enabling transition to a low carbon economy. Climate change may also 
impact on credit risk both through movements in credit spreads and through credit rating transitions as a result of changes in either actual or 
anticipated default rates.

ILIM seeks to limit loss from the risks from climate change and deploys a range of risk management strategies to mitigate unforeseen losses. 
However, we cannot completely eliminate the risks associated with climate change through asset allocation, which is why we have focused on 
developing our governance, our understanding of the risks and the environmental impact of our investment decisions.

ILIM’s Investment Risk Team, independent from fund management, identifies, measures and monitors climate metrics across our investments.  
It then reports on the metrics, and any risks emerging from them, to fund management and the Responsible Investment Governance Committee.

In accordance with Sustainable Finance Disclosure Regulation (SFDR) 
requirements, ILIM has established a Sustainability Risks Policy and  
a Principal Adverse Impacts (PAI) Policy.  

The Sustainability Risks Policy outlines the integration of sustainability 
risks in decision-making processes and is overseen by the board. 
The objective of this policy is to mitigate ESG risks that are likely to 
cause material negative impacts on ILIM’s clients’ investments. For 

Figure 5 – Risk management process

that purpose, ILIM has implemented procedures to identify, measure, 
manage and monitor these risks, supported by third-party data 
providers. 

Complementing the Sustainability Risk Policy, ILIM has the Principal 
Adverse Impacts (PAI) – Investment Due Diligence Policy in place,  
which builds the framework for considering principal adverse impacts 
as defined by the PAI metrics specified in the SFDR regulations. 

Measurement

Sustainability metrics (ESG, 
Carbon Intensity, Carbon 
Risk), PAI and ILIM TCFD 

reports

Independent Monitoring

What is the impact of 
investment decisions 

 on portfolios? 

Review

Monthly with CIO and Fund 
Managers

Oversight Reporting

ILIM Board, Responsible 
Investing Governance and 

Investment Risk Committees, 
Beresford Board

Risk management
This section describes the processes used to identify, 
assess and manage climate-related risks and 
opportunities.
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3  https://www.climateaction100.org/progress/progress-update/
4  This section includes information and data provided by Sustainalytics, a Morningstar company.  Use of such data is subject to conditions available at https://www.
sustainalytics.com/legal-disclaimers/

Engagement activity with investee companies

DIRECT ENGAGEMENTS
ILIM has been engaging for many years on the topic of climate change, 
with a focus on climate transition risks. In 2021, we expanded our 
approach to include physical climate risks in our direct engagements 
with investee companies. In 2021, 23 climate change engagements 
were conducted.

ILIM follows a two-stage approach to identify targets for climate 
change engagements, involving an examination from a materiality 
and risk-management perspective. Companies are assessed to have 
a highly material climate change impact if they have annual emissions 
of over 10,000,000 tCO2 equivalent, or if they derive more than 10% of 
their total revenue from coal-fuelled power generation. Each company 
is also assessed and ranked according to how well its business model is 
prepared for the transition towards a low-carbon economy. 

Additionally, ILIM has taken into account the increased frequency of 
extreme weather events such as droughts, floods and forest fires. 
Companies are assessed and ranked according to how well their 
business models identify and disclose the potential consequences that 
the physical impacts of climate change could have on their activities.  

For each engagement, specific objectives are set. The various topics 
of dialogue that could be entered into, depending on the materiality 
of each issue and the company’s current performance, include: 
management of climate change issues; commitment to climate change 
mitigation; management of GHG emissions; transition alignment; 
renewable/alternative energy strategy; coal involvement (extraction 
and generation); and identification and management of physical 
climate change risks.  

COLLABORATIVE ENGAGEMENTS
Within the climate change theme, we continued to expand our 
activities in collaborative engagements. The impacts of climate 
change are systemic in nature, meaning that climate change impacts 
interact with other ESG spheres, such as posing a threat to human 
rights, intensifying biodiversity loss and presenting strategic risks to 
companies. We consider the transversal nature of climate change in our 
dialogues with investee companies, participating in both initiatives that 
are focused on climate change and initiatives that cover climate-related 
topics as part of other themes, such as water security and corporate 
governance. 

ILIM takes part in the CDP Non-Disclosure Campaign, which aims 
to drive further corporate transparency around climate change, 
deforestation and water security by encouraging over 1,320 companies 
to respond to CDP’s disclosure request. In the 2021 reporting cycle, 
ILIM is one of the 168 investors, representing $17 trillion AUM combined, 
engaging companies to improve transparency on materially important 
environmental data. ILIM has co-signed 810 letters on climate change, 
260 letters on forestry risks and 345 letters on water security, engaging 
with a total of 1,096 distinct companies through CDP’s campaign. 
Overall, a disclosure rate of 26% was achieved in the 2021 cycle. 

ILIM is also a participant investor in the Climate Action 100+ initiative 
that aims to ensure the world’s largest corporate GHG emitters take 
necessary action on climate change, targeting 167 focus companies 
across 15 sectors, responsible for 80% of global industrial emissions. 
According to the 2021 progress update3 from CA100+, investor 
engagement through the initiative resulted in faster and more 
ambitious climate commitments from a significant number of focus 
companies. 

In 2021, the CA100+ initiative launched the first company assessments 
using the new Net-Zero Company Benchmark, which provides an 
objective way of measuring company progress against the initiative’s 
three high-level goals: emissions reduction, governance and disclosure. 
The Benchmark framework is the foundation for company engagement 
coordinated through the initiative. The results from the first company 
assessments found that 52% of companies had set 2050 net zero 
targets in some form, 87% had board-level oversight of climate 
change and 72% had committed to align their disclosures with TCFD 
recommendations. However, overall, no company performed at a high 
level across all indicators and there were clear gaps around short and 
medium-term targets, Scope 3 emissions and aligning capex with a 1.5 
degrees Celsius global warming scenario. These results played a crucial 
role in shaping investor engagement priorities in 2021.

The CA100+ also introduced a new flagging process to enable the 
initiative to flag relevant shareholder votes related to the initiative’s 
goals and circulate information from investor signatories filing or 
co-filing resolutions at Climate Action 100+ focus companies. Six out 
of 14 shareholder proposals filed by CA100+ investor signatories and 
flagged by the initiative won majority votes in 2021. ILIM supported 
all 14 shareholder proposals. These included a 98% vote at General 
Electric and a 99% vote at Bunge, both of which were supported by 
management; a 65% vote at United Airlines; and a 62% at Phillips 66.

In the fourth quarter of 2021, we increased the alignment of our 
collaborative engagement programme with our priority themes, 
including climate change, by joining the Global Standards engagement 
and four thematic collaborative engagements led by Sustainalytics4 
Sustainable Forests & Finance, Localised Water Management, Modern 
Slavery and Tomorrow’s Board. The ‘Sustainable Forests & Finance’ 
thematic engagement is specifically focused on the topic of climate 
change, while two other thematic engagements (Localised Water 
Management, and Tomorrow’s Board) address climate change risks 
and/or opportunities as part of broader discussions around related 
topics (water security and corporate governance, respectively). Climate 
change is also one of the topics covered as part of the Global Standards 
engagement.
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Table 3 – Climate-related collaborative engagements

Collaborative Engagement Scope

CDP Non-Disclosure Campaign Aims to drive further corporate transparency around climate change, deforestation and 
water security by encouraging over 1,320 companies to respond to CDP’s disclosure 
request.

Climate Action 100+ Aims to ensure the world’s largest corporate GHG emitters take necessary action on 
climate change, targeting 167 focus companies across 15 sectors.

Climate Change – Sustainable Forests and Finance 
(Sustainalytics) 

Aims to address climate risk and advocate for reductions in direct and indirect emissions 
in global forest systems. Focus on 20 companies across three categories (producers and 
traders, banks and end-users).

Localised Water Management (Sustainalytics) Aims to engage on localised water management with companies to improve 
understanding of shared water challenges and encourage development of site-based 
targets, with a view of reducing company risks and enhancing water security for all. Focus 
on 20 companies from three sectors (beverage, chemicals and mining).

Tomorrow’s Board (Sustainalytics) Aims to encourage the move to an improved board and push companies to improve 
disclosure on the board composition, skills and metrics for measuring the company’s 
sustainability progress. Focus on 21 companies from three sectors (extractives, financial 
and pharmaceutical).

Global Standards (Sustainalytics) Engagement triggered by violations of internationally recognised standards of Human 
Rights, Labour, Society and Business ethics. 172 ongoing engagements with 164 
companies in a variety of sectors.

Specifically, the thematic engagement on Climate Change – Sustainable 
Forests & Finance was launched in September 2021 by Sustainalytics, 
with a large group of investors to engage with companies in the 
forest value chain in three focus sectors: financiers, commodity 
producers and end of value chain companies. The main effort of the 
engagement in 2021 was to establish the baseline assessment working 
in collaboration with the investor group to identify the companies 
targeted as part of the project. The engagement progress is monitored 
through five key performance indicators (KPIs), covering: governance, 
targets and strategy, practical mitigation on forests, physical risk and 
natural resource management. All selected companies were scored on 
the five KPIs, which will inform the engagement calls in the next phase 
of this project. Each KPI has a minimum score of zero and a maximum 
score of three.

Following the release of the initiative, introductory dialogues were 
held with 13 companies, while bilateral dialogues material to the 
engagement following on from this were held with seven of these 
companies, with further dialogues already in place in early 2022. 
Initial findings from the dialogues include improvement identified 
either through disclosure or commitments from companies relating 
to ongoing intentions concerning climate change. Better disclosure 
in relation to climate strategies has been increasingly seen largely in 
the run-up to COP26 later in the year. Several other companies made 
commitments relating to the TCFD that are expected to come to 
fruition early in 2022, with the release of both annual and sustainability 
reporting. There is still a limited approach to tracking deforestation, 
particularly for the financial sector. With strategies in place, work 
by commodity companies, particularly relating to beef and soy, has 
focused on building traceability and transparency in supply chains. 
Supply chain engagements were also seen across the customer-facing 
companies engaged; however, strategy disclosure concerning this 
remains limited. 
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Climate incorporated into proxy voting

In 2021, we advanced our Climate Change theme by being highly 
supportive of shareholder proposals requesting companies to increase 
climate-related disclosure, including reporting in line with TCFD 
requirements, disclosing emission targets, reports on climate lobbying 
and reports on alignment of climate strategy with the Paris Agreement. 
ILIM voted in favour of 61 climate-related shareholder proposals in 
2021, of which 18 received majority shareholder support, including 
notable resolutions requesting companies to produce reports on 
setting GHG emission reduction targets, such as at Phillips 66 and Rio 
Tinto, and by supporting resolutions that requested companies to align 
lobbying activities with the goals of the Paris Agreement, such as at 
ExxonMobil Corporation and United Airlines Holdings.

In addition, we supported the 14 resolutions flagged as critical by 
Climate Action 100+ in order to influence change in some of the 
companies with the largest carbon emissions. Six of these resolutions 
received majority support, including a shareholder proposal requesting 
a report on alignment of lobbying activities with the Paris Agreement at 
United Airlines Holdings, and a report on the soy supply chain’s impact 
on deforestation aimed at Bunge Limited, one of the first successful 
Natural Capital-themed shareholder proposals.

Throughout the course of 2021, we developed the bespoke ILIM Global 
Proxy Voting Guidelines together with our proxy voting provider ISS 
to align our voting actions with our key themes and as a first step 
towards aligning our voting behaviour with the expectations of the 
Net Zero Stewardship initative. Our Guidelines take a proactive voting 
approach by targeting companies lagging on climate, specifically by 
voting against board directors (including board chair and sustainability 
committee chair) of companies underperforming in climate strategy, 
risk management and disclosure. In addition, our Guidelines take 
voting action against boards with low gender and ethnic diversity and 

5  https://www.ilim.com/media/1964/responsible-investing-annual-review-2021.pdf

lack of independence. We are also incorporating escalating action 
against failed engagements on climate change and other topics, 
and against companies that would fall under ILIM’s exclusion policy, 
including companies with revenues from heavily emitting activities 
such thermal coal generation and production, oil sands and Arctic oil 
above certain revenue thresholds. Our bespoke Guidelines are active 
as of early 2022 and will allow us to substantially strengthen our voting 
positions on climate.

ILIM’s Global Proxy Guidelines utilise ISS’s Climate Awareness 
Scorecard methodology to better identify climate-related risks 
and opportunities through publicly disclosed data and reporting 
of companies’ climate change-related disclosures, performance, 
GHG emissions intensity and exposure, as well as their climate risk 
profile. Data is collected by ISS from company publications including 
mainstream filings, Sustainability and CSR reports, Integrated Reports 
and publicly available policies and information on company websites. 
Additionally, ISS reviews company-reported data to the CDP, when 
available.

The Scorecard uses a range of climate-related factors to indicate a 
company’s disclosure practices and performance record, including 
its industry risk group. Companies are evaluated on overall disclosure 
(Governance, Strategy, Risk Management, Metrics & Targets) and 
performance factors (Norms, GHG Emissions, Performance Rating). 
This showcases the company’s understanding of its risks associated 
with climate change, along with its preparedness to face and mitigate 
them; ultimately, this will increase its responsibility and accountability. 
Disclosure is core to shareholder expectations as it informs investment 
decisions and several initiatives have converged around thematic 
disclosure. The Scorecard also evaluates the number and severity of 
violations of international norms on climate change.
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> Vote against the incumbent Chairperson of the 
Board;

> If the incumbent Chairperson is not standing for 
election, or is a new nominee, vote against the re-
election of the incumbent Audit Committee Chair;

> If the Audit Committee Chair is not standing for 
election, or is a new nominee, vote against the 
re-election of the incumbent E&S/Sustainability 
Committee Chair and all incumbent E&S/
Sustainability Committee members;

> In addition to the above actions, vote against the 
approval of the reports and accounts/financial 
statements;

> For companies in markets where approval of the 
company’s Sustainability Report appears as a 
voting item, vote against in addition to the above 
actions.

> Vote against the re-election of the incumbent E&S/
Sustainability Committee Chair;

> If the E&S/Sustainability Committee Chair is not 
standing for election, or they are a new nominee, vote 
against all incumbent E&S/Sustainability Committee 
members;

> If no incumbent E&S/Sustainability Committee 
members are standing for election, vote against the 
re-election of the incumbent Audit Committee Chair;

> If the Audit Committee Chair is not standing for 
election, or they are a new nominee, vote against all 
incumbent Audit Committee members;

> If no incumbent Audit Committee members are 
standing for election, vote against the incumbent 
Chairperson of the board;

> If no incumbent Chairperson is standing for election 
and the discharge of the directors appears as a voting 
item, vote against;

> For companies in markets where approval of the 
company’s Sustainability Report appears as a voting 
item, vote against in addition to the above actions;

> If no directors, discharge, or Sustainability Report 
appears on the ballot, vote against the financial 
statements (if available).  

> For further details and examples of ILIM’s active 
ownership activities, please see the Responsible 
Investment Annual Review5.

  FOR LOW-RISK COMPANIES:

  FOR HIGH AND MEDIUM-RISK COMPANIES:
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The Climate Awareness Scorecard is used for identifying the 50% worst performers across high-risk companies, 20% worst performers of medium-
risk companies and 5% worst performing low-risk companies that will be targeted with voting action against board director elections at AGMs. If 
a company fails to earn a passing score in their risk intensity group in any market, based on ISS’ pre-modelled methodology, the following vote 
recommendation(s) will apply:
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Assessing climate-related risks and opportunities  
in investment solutions

For our proprietary investment solutions, ILIM aims for greater 
exposure to companies with lower carbon intensity levels. Robust 
climate-related data is critical for effective investment decisions. Given 
the wide-ranging scope of climate change risks and opportunities 
across sectors and regions, extensive qualitative and quantitative 
metrics are required for investment decisions, including input from our 
research and engagements. We complement the backward-looking 
data such as carbon emissions with a forward-looking view. The 
following climate change metrics are considered in the investment 
process:

The Carbon Risk Rating quantifies the company’s exposure and 
management of material carbon issues in its own operations as well 
as its products and services. At each value chain stage, a company’s 
vulnerability to carbon risks is assessed.

The Carbon Intensity is a relative metric used to compare company 
emissions across industries. The figure is expressed in tonnes of carbon 
dioxide equivalent per million US dollars of total revenue, with absolute 
emissions divided by total revenue.

The Green Revenues component measures the level of involvement 
(total percentage of revenue) across the following activities supporting 
the climate transition:

> Energy efficiency
> Green buildings
> Green transportation
> Renewable energy 
> Water 
> Pollution prevention & reduction 
> Resource efficiency technologies & services 

The Brown Revenues component, on the other hand, measures 
involvement across the following:

> Thermal coal extraction and power generation
> Oil & gas production, power generation, and supporting products/

services.

The Green Tilt assigns more capital to companies with higher green 
revenues, best placed to benefit from the transition to a low carbon 
economy. The Brown Tilt reduces exposure to companies with risks 
of stranded assets by underweighting companies with large fossil fuel 
revenues.

EXCLUSIONS
ILIM’s exclusions policy sets the baseline for investments. Below this 
baseline, companies are deemed ineligible for investment due to the 
company’s products or behaviours causing harm. ILIM’s exclusions 
policy screens for the following categories and criteria:

>  UN Global Compact violators: These are companies that violate 
the UN Global Compact, which commits signatories to universally 
accepted principles on human rights, labour, environmental 
protection and anti-corruption. 

> Companies undergoing severe controversies: These are incidents 
that have a severely negative impact on the environment, society 
and the company itself. Severe controversies pose serious ongoing 
risks to the company, which is sometimes unable or unwilling to 
correct the issue or has been found trying to conceal its wrongdoing 
or involvement.

> Companies with involvement in controversial weapons: In line 
with international treaties and norms, certain weapon categories 
are deemed controversial due to their disproportionate or 
indiscriminate impact on civilians. These include anti-personnel 
mines, nuclear weapons, cluster weapons, biological and chemical 
weapons, depleted uranium, and white phosphorus munitions. 

>  Tobacco: Companies directly involved in the production of various 
tobacco products, or with a significant secondary involvement 
through retail and distributorship. 

Climate-specific screens are also used to exclude companies that are 
significantly involved in carbon intensive activities. Exclusions are 
applied to all proprietary equity and corporate credit strategies.

>  Thermal coal:  Coal combustion is responsible for the largest share 
of global CO2 emissions based on IEA’s studies, and it fundamentally 
contravenes climate goals. As part of ILIM’s coal phase-out strategy, 
ILIM excludes companies involved in thermal coal if they earn more 
than 10% of their revenue from its extraction, or more than 25% 
from power generation.

> Unconventional fossil fuels: Certain methods of oil and gas 
extraction pose additional social and environmental risks compared 
with conventional processes. Companies in this category are those 
that derive more than 10% of their revenue from oil sands and Arctic 
drilling activities.

ILIM’s coal phase-out policy rating was upgraded by NGO Reclaim 
Finance to reflect the changes made to our exclusions policy in 2020.
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CLIMATE FOCUSED FUND
In 2021, ILIM expanded its sustainable solution range to include the ‘Climate Focused Fund’, designed with a more stringent set of sustainable 
criteria, that will help us create portfolios with a global broad market exposure albeit with lower exposure to the energy sector, that is better 
aligned with a 1.5 degrees Celsius pathway. 

Methodology:

The Climate Focused Fund invests in a proprietary broad market index. 

Circa 20% of the parent index exposure to fossil fuel, tobacco, weapons, UN Global Compact violators and companies involved in severe 
controversies is removed through an enhanced exclusions process, built on top of ILIM’s standard exclusion policy.

Through our proprietary decarbonisation tilting process, we then allocate more capital to companies with higher exposure to green 
revenues and less to companies with exposure to unmanaged climate risk or elevated levels of climate risk. We do this by incorporating 
a broad range of forward and backward-looking climate metrics, including: Carbon Risk, Carbon Intensity, Fossil Fuel Revenues, Green 
Revenues and EU Taxonomy-aligned Revenues. 

The strategy is further enhanced by ILIM’s approach to Active Ownership.

The Climate Focused Fund is a newly developed proprietary index that aims to align with the climate transition goals contained in 
the Paris Agreement. Investment in Green solutions is increased while direct exposure to the fossil fuel industry and value chain 
has been removed.

Metrics and targets:

This solution exhibits the following key sustainability 
characteristics versus its broad market benchmark:

Comparing the scenario alignment of ILIM’s proprietary equity solutions to the broad market indices indicates that ILIM’s 
solutions exhibit a better performance by being more highly weighted in stocks transitioning more quickly than the average in the 
relevant sector of the chosen indices. An approximate calculation according to ISS methodology shows that this results in an implied 
warming impact of 1.5 degrees Celsius versus 2.9 degrees Celsius for the broad market benchmark.

ALTERNATIVE ASSETS
For alternative assets, ESG factors, including climate change, are included as part of the due diligence process for third-party managers, both as a 
part of the selection process of potential investments and as an annual assessment of existing investments. At both firm and fund level, external 
managers are required to disclose if they currently assess their funds’ exposure to climate risk, and if they measure and monitor their funds’ 
carbon footprint. These questions contribute to an overall rating at a firm and a fund level for these managers. These ratings are updated annually 
for invested funds and as a part of the due-diligence process for new funds. 
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100% reduction in fossil 
fuel revenue exposure

75% reduction  
in carbon intensity

15% relative increase  
in carbon solutions

10% improvement  
in average ESG score
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PROPERTY ASSETS ROADMAP
The ultimate aim is to achieve net zero across ILIM’s property portfolio 
before 2050. As ILIM Property is one of the largest institutional 
landlords in Ireland, it is well understood how high the importance and 
how great the responsibility of achieving this is. Reducing the carbon 
output of the buildings within the portfolio to protect the environment 
is essential – and a big undertaking. To reach this goal, ILIM has 
developed a roadmap that sets out the targets along the path to 2050 
that will help this goal become reality.

To tackle this head-on, the initial focus must be 2030. ILIM has 
committed to significant reductions in scope 1, 2 and 3 carbon 
emissions across property funds. Different target reductions will be 
implemented on each of the funds regarding their age, profile and 
diversification. Consumption data concerning energy, water and 
waste is collected from every property, recorded and analysed. This 
allows for an in-depth understanding of each building and aids in the 
development of a carbon reduction plan.

As well as participating in TCFD reporting, ILIM also participates in 
SFDR reporting. SFDR reporting requirements have created a need 
for high-quality, audit-ready data that must support our non-financial 
sustainability declarations. This runs parallel to the EU Taxonomy.  
The EU Taxonomy is now part of legislation and it impacts on any 
fund that wishes to consider its economic activities as sustainable 
investment. ILIM is committed to ensuring that any property built 
post 2021 must be aligned with the EU Taxonomy for ILIM to consider 
acquiring it. All new ILIM developments will be aligned with the EU 
Taxonomy and older properties will be analysed to determine where 
they stand in this regard. 

REPORTING 
ILIM participates in the Global Real Estate Sustainability Benchmark 
(GRESB). GRESB provides ILIM with a benchmark of buildings’ 
performances against other investment funds in the market. 
Participation in the benchmark enables ILIM to understand where 
attention must be focused in order to improve the ESG performance of 
our portfolio. In 2018, a road map specific to GRESB participation and 
improvement of sustainability performance for the property funds was 
established. Starting with just one fund, ILIM now reports to GRESB 
on 80% of our property funds. ILIM continues to strive for further 
improvements in enhanced tenant engagement, consumption data 
collection and collaborative asset performance programmes to create 
more efficiently used buildings.

The results of the GRESB enable ILIM to develop, review and adjust 
our ESG specific targets, with a primary focus on reducing carbon 
emissions. These goals now form a significant part of the process for 
acquisitions, refurbishments, new developments and ongoing asset 
management. For example, “Net Zero Energy Building” (NZEB) and 
LEED Platinum are targeted for all new developments and, across 
the board, ILIM conducts comprehensive due diligence assessments 
that include sustainability considerations to minimise the exposure of 
property assets to environmental and climate risks.

ILIM gathers and reports GHG emissions data on both a portfolio 
and asset class level using the GHG Protocol methodology. These 
GHG emission records are externally verified on an annual basis in 
accordance with the ISO 14064-3 standard. This review process allows 
for the opportunity to identify and implement ESG-related metrics and 
measures on a more granular and asset-specific level. This can include 
things like a replacement plan for low energy equipment and lighting, 
reduction of direct landlord energy use, and increases in the share 
of renewable energy consumption where multi-let properties have 
already achieved the goal of fully relying on renewable energy. 

Using asset-level data provided in the 2021 Real Estate Assessment, 
a GRESB Transition Risk Report was generated, which contextualised 
transition risk and net zero alignment of real estate at both a portfolio 
and asset level. This assessment considers the risk of future regulatory 
changes to a real estate portfolio by leveraging decarbonisation 
pathways. In other words, it compares bottom-up performance 
projections against top-down decarbonisation pathways. 
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OPERATIONAL
The top-down decarbonisation pathways were developed by the 
Carbon Risk Real Estate Monitor (CRREM), leveraging a method based 
on the SBTI’s Sectoral Decarbonisation Approach, while the bottom-up 
estimation and calculation of asset and portfolio performance is done 
by GRESB. CREEM calculates GHG emission data based on real data for 
building parameters such as use-type and floor area, as well as energy 
consumption data specific to each asset. The data is projected into the 
future assuming a “do nothing” scenario. The performance projections 
and corresponding decarbonisation pathways are then aggregated 
to provide portfolio and country level displays of the information. 
This allows the assets at risk of stranding (emitting more carbon than 
allowed by the EU annually from now to 2050) to be clearly identified. 
These tend to be large carbon contributors so, upon identification, 
steps can be taken to reduce their associated emissions and improve 
the assets’ overall ESG performance.  

New 
Development

Biodiversity & 
Habitat

Climate 
Change 

Adaptation

Greenhouse 
Gas Emissions

Embodied 
Carbon 
Targets

Pollution 
Prevention

Renewable 
Energy 
Targets

Sustainability 
Procurement

Life Cycle 
Assetments

Construction/ 
Demolition 

Waste 
Management

Location

Innovation in 
Design 
Process

LEED, WELL, 
NZEB, EU 

Taxonomy 
Aligned

After construction is completed, ILIM ensures that the operation of the building regarding the management of emissions data is in line with our 
ESG strategy by way of engagement and collaboration with property managers and tenants. By setting LEED Platinum certification and net-zero 
emissions as targets within all new development projects, ILIM continues to be at the forefront of ESG innovation and practice.

NEW DEVELOPMENTS 
Regarding any new developments, ILIM engages and appoints 
environmental and sustainability consultants as part of the wider 
design team. This consultant assists the architect, design team 
consultants and contractors in achieving a sustainably built and future-
proofed building. This consultant also advises on how ratings for net-
zero carbon, LEED and WELL can be attained. 
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Originally constructed in 1992 and let to Ulster Bank as their headquarter building, ILIM took surrender of the lease in 2015. Given the market at 
the time, it was clear that there was a shortage of high-quality office space in Dublin City and an emerging occupier appetite for sustainability. 
Accordingly, ILIM undertook to carry out a complete refurbishment and redevelopment of the building.

Retrofit Action Element Environment Social Governance

New Suspended Ceilings 

Raised Floors 

Replacement of HVAC System 

Upgraded WCs with High-grade Finishes 

Roof Upgrade 

Glazing Replacement (Façade) 

Glazing Replacement (Atria)  

Core Reconfiguration 

New Lift Installations 

New Shower Block in Basement 

Disability Access Improvements 

Fire Safety Improvements  

LEED Platinum  

WELL Certified  

High Scoring BER: A3  

New Double Height Reception Area 

Grade A Office Space 

Plaza Adjustments 

1,000m2 Extension (Above New Reception) 

The combined blocks that make up 1GQ form a headquarter waterside office building. Each of the two blocks is comprised of over 5,000m2 net 
internal area of office and ancillary storage space over the ground and four upper floors combined. ILIM developed a refurbishment strategy with 
their appointed design team and the following goals were set:
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Upon completion in 2018, all of the goals outlined had been reached. 
However, most notably, 1GQ achieved the targeted A3 BER rating as 
well as the first LEED Platinum Certification for a refurbished office 
building in Dublin. 

ILIM estimates that, due to the combined elements of the 
refurbishment, the energy consumption of 1GQ has decreased by 
approximately 25%. This has very positively affected the overall level 
of carbon emitted by 1GQ, reducing the amount by approximately 25% 
as well.

Despite the significant success of the refurbishment of 1GQ, its ESG 
journey is far from over. Just this year, 1GQ achieved a BREEAM In Use 
score of “Very Good” and there are further future-focused plans in 
place to continue to improve this already impressive property with 
regards to ESG.
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The main metric that ILIM uses is the carbon intensity of the portfolio. 
ILIM also considers the temperature score alignment, acknowledging 
that there is considerable work being done to enhance best practice in 
temperature score alignment methodology.

>  GHG emissions

 The GHG emissions levels and ultimate emissions exposure of ILIM’s 
AUM was analysed per previous detailed classifications and asset 
classes. The analysed was based on Scope 1 & 2 emissions only. 

 ILIM’s equity portfolio, which follows our proprietary ESG approach, 
has an emissions exposure of 956,019 tonnes of carbon per million 
euros invested. This shows an improvement of ~38% based on a 
reflective market capitalisation benchmark, with an emissions 
exposure of 1,536,159 tonnes of carbon per million euros invested.

 ILIM’s corporate bond portfolio, which follows ILIM’s proprietary 
approach, has an emissions exposure of 147,308 tonnes of carbon 
per million euros invested versus 258,978 for a reflective market 
capitalisation benchmark, showing an improvement of ~43%.

>  Weighted Average Carbon Intensity (WACI) 

 The Weighted Average Carbon Intensity (WACI) was also analysed. 
ILIM’s AUM, which follows our proprietary ESG approach, namely 
across equity and corporate bond portfolios, is showing respective 
improvements of ~36% in WACI reduction versus comparative 
market capitalisation benchmarks. This improvement reflects 
ILIM’s ambition to eradicate high carbon emitting companies while 
overweighting those with lower emissions and strong climate 
targets.

>  Temperature alignment

 Temperature Score Alignment methodologies are being reassessed. 
The GFANZ Portfolio Alignment Team (PAT) is currently consulting 
on its proposed Alignment guidance for measuring alignment of 
investment activities. Guidance under consultation reflects the 
current variability of usage within climate analytics for financial 
institutions and has proposed enhancements to critical inputs for 
measuring portfolio alignment. Further, climate scenarios are being 
continuously revised as the annual update of IEA and the recent 
update of NGFS scenarios showcase. Therefore, it is highly likely that 
we will revise the current methodology to align as much as possible 
with new best-practice proposals.  

Metrics to assess climate-related risks and opportunities
Due to the inconsistencies and shortcomings in the highly subjectable 
temperature alignment models, ILIM felt it was vital to assess our 
temperature alignment under two different approaches (Multiple 
Scenario Approach and Single Scenario Approach). To remain 
consistent with the 2020 analysis, we felt it was important to consider 
the Multiple Scenario Approach (used in 2020 TCFD), although due 
to WEO and IEA updates, this model was slightly outdated. The 
inconsistencies we saw prompted us to adopt a Single Scenario 
Approach. 

The chosen reference scenario for the Single Scenario Approach is the 
IEA Sustainable Development Scenario from the World Energy Outlook 
2021 (WEO 21), which is in line with the Paris Agreement objective of 
limiting temperature rise ‘well-below 2°C’ compared to the  
pre-industrial era. 

The WEO 21 database contains emissions pathways for different 
sectors but only up until 2050. Yet, it is possible to extract from the 
report some indications on emissions pathways and temperature rise 
outcomes beyond 2050. ‘In this scenario, all current net zero pledges 
are achieved in full and there are extensive efforts to realize near-term 
emissions reductions and all other countries achieve Net Zero by 
2070 at the latest’. ‘Without assuming any net negative emissions, this 
scenario is consistent with limiting the global temperature rise to 1.65 
°C (with a 50% probability)’. These indications are used to extrapolate 
the data provided by the IEA. 

For further details on the methodology please refer to APPENDIX II – 
METHODOLOGY.

Metrics and targets
This section describes the metrics and  
targets used to assess and manage relevant climate-
related risks and opportunities.



ILIM – 2021 CLIMATE REPORT 25

Table 5 – Overview of climate-related metrics for ILIM portfolios and benchmark

Table 6 – Summary of 2020 and 2021 results of climate-related metrics for ILIM portfolios

SINGLE SCENARIO APPROACH
The temperature alignment of ILIM’s portfolios was analysed according 
to their respective classification and asset class. This analysis was 
performed using the SDS 2070 single scenario approach.

Due to the carbon intensity reduction targeted in portfolio 
construction, ILIM’s proprietary ESG strategies, as expected, show 
favourable results compared to their respective market capitalisation 
benchmarks.

ILIM’s equity portfolio, which is comprised of funds constructed 
following ILIM’s proprietary ESG approach, are associated with a 
temperature rise of 2.1 degrees Celsius, while similar results (a rise 
of 2 degrees Celsius) can be observed within ILIM’s corporate bond 
portfolio, which also follows ILIM’s proprietary ESG approach. 

MULTIPLE SCENARIO APPROACH
We also choose to analyse non-extrapolated emissions data to assess 
what associated temperatures may be in 2050. This allows us to take 
an average temperature of our portfolio, while keeping connected 
and consistent with the 2020 analysis, but also by adjusting for 
shortcomings in temperature alignment models.

Under this approach of averaging the multiple scenario approach (SDS, 
STEPS & CPS), the IEA SDS scenario extrapolated to 2070 plus the IEA 
SDS modelled to 2050, we observed that the associated temperature 
rise of our proprietary ESG portfolios was 2.2 degrees Celsius and, 
under the same approach, a comparative market capitalisation 
benchmark is associated with a temperature rise of 2.5 degrees Celsius.

For further details on the results please refer to APPENDIX III – DETAILED RESULTS.

Governing Body Emission Exposure tCO2e Carbon Footprint WACI Carbon Risk Temperature Alignment

Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark

EQUITY

ILIM IP 956,019 1,536,159 57.96 93.13 114.89 178.04 59 57 2.1 2.5

ILIM ESG Other 1,080,732 1,211,759 76.05 85.27 126.73 128.51 58 58 2.2 2.4

ILIM Non-ESG 3,416,877 3,416,877 106.5 106.5 193.87 193.87 55 55 2.4 2.4

CORPORATE

ILIM IP 147,308 258,979 52.69 92.63 116.74 182.99 58 56 2.0 2.1

ILIM Non-ESG 313,965 313,965 81.27 81.27 167.14 167.14 60 60 2.1 2.1

SOVEREIGN

ILIM Sovereign 1,015,343 1,015,343 47.4 47.4 34.47 34.47 _ _ _ _

Governing Body Emission Exposure tCO2e Carbon Footprint WACI Carbon Risk Temperature Alignment

2020 2021 2020 2021 2020 2021 2020 2021 2020 2021

EQUITY

ILIM IP 392.095 956,019 48.26 57.96 113.48 114.89 53 59 2.2 2.1

ILIM ESG Other _ 1,080,732 _ 76.05 _ 126.73 _ 58 _ 2.2

ILIM Non-ESG _ 3,416,877 _ 106.5 _ 193.87 _ 55 _ 2.4

ILIM Indexed 2,859,830 _ 74.3 _ 172.6 _ 51 _ 2.9 _

CORPORATE

ILIM IP _ 147,308 _ 52.69 _ 116.74 _ 58 _ 2.0

ILIM Non-ESG _ 313,965 _ 81.27 _ 167.14 _ 60 _ 2.1

ILIM Indexed 609,572 _ 124.85 _ 175.13 _ 55 _ 3.3 _

SOVEREIGN

ILIM Sovereign 1,523,434 1,015,343 83.1 47.4 39.3 34.47 _ _ _ _
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ILIM is committed to supporting the goal of achieving net zero GHG 
emissions by 2050 or sooner, for both operations and investments. As 
part of our commitment, we are joining the Net Zero Asset Managers 
(NZAM) initiative, setting 2030 interim targets to facilitate a transition to 
a 1.5 degrees Celsius aligned economy.

For 2022, ILIM commits approximately 20% of total AUM, or ~85% of 
proprietary assets, to net zero and commits to regularly reviewing 
this, with an ultimate target of 100% of total AUM in the near future. 
The assets in scope include all proprietary equity, corporate fixed 
income and property assets. Non-proprietary equity, sovereigns, 
cash and externally-managed assets are currently excluded from the 
commitment. 

For our ring-fenced assets, ILIM seeks to achieve at least 25% reduction 
in weighted average carbon intensity (WACI, inflation adjusted) related 
to Scope 1 and 2 emissions by 2025, and at least 50% reduction by 
2030, compared to base year 2019. We are monitoring our Scope 3 
exposure and intend to set related targets once the dataset evolves.

ILIM adheres to the Paris Aligned Investor Initiative (PAII)6. The PAII is 
a collaborative investor-led global forum enabling investors to align 
their portfolios and activities to the goals of the Paris Agreement. The 
PAII framework is designed to provide a foundation based on climate 
science, on which a broad range of asset owners and asset managers 
can make commitments to achieving net zero emissions and define 
strategies, measure alignment and transition their portfolios.

Targets for climate-related risks and opportunities
The three key aspects of the net zero strategy involve:

>  Engagement strategy: engage with companies in the portfolio 
to ensure that 90% of financed emissions in material sectors are 
aligned with a net zero pathway or subject to direct and collective 
engagement by 2030.

>  Energy policy: align the energy investment policy with the net zero 
requirements set by the International Energy Agency (IEA) and the 
Intergovernmental Panel on Climate Change (IPCC).

>  Climate solutions strategy: increase the allocation of capital to 
companies that provide climate solutions.

As asset managers, we are committed to raising awareness among our 
clients about the climate-related risks and opportunities, including:

>  More insight, more choice: ILIM will provide investing clients with 
more information and analytics on net zero investing and climate 
risk and opportunity, and further integrate sustainability into our 
investment processes.

>  Supporting client transition: ILIM will assist clients with transitioning 
their portfolios to a lower-carbon economy, which will help them 
access the capital markets more effectively.

As an organisation, we consider the relevance of net zero and are 
progressing the alignment of assets to a net zero transition. We 
acknowledge this is a journey and are committed to helping our clients 
navigate this transition.

6   https://www.parisalignedinvestment.org/

ILIM Property is defining a Net Zero Pathway that will provide a 
framework for the reduction of GHG emissions, energy use, energy 
intensity targets, renewable energy use and the use of circular 
economy principles in new developments. 

Across the real estate funds, ILIM reviews key environmental 
impacts on a quarterly basis, including: 

>  Energy consumption: reducing like-for-like energy use, where ILIM 
is directly responsible, by 15% by December 2024 (based on a 2019 
baseline); 

>  Renewable energy: procuring 100% of electricity from renewable 
sources, where economically or operationally feasible; 

Targets for property assets
>  GHG emissions: reducing like-for-like Scope 1 and 2 emissions  

by 25% by December 2024 (based on a 2019 baseline); and defining  
and measuring Scope 3 emissions in line with best practice by 
December 2024; 

>  Water use: reducing like-for-like water usage by 10% by December 
2023 (based on a 2019 baseline); and 

>  Production of waste: diverting 100% of waste from landfill. 
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Figure 7 – TCFD General Disclosure Recommendations for all sectors 

Governance

Disclose the organisation’s 
governance around 
climate-related risks and 
opportunities. 

Strategy

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

Risk  
Management

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

Metrics and Targets

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

Recommended Disclosures 

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

Recommended Disclosures 

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

Recommended Disclosures 

a) Describe the organisation’s 
processes for identifying and 
assessing climate-related risks. 

Recommended Disclosures 

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

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

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

b) Describe the organisation’s 
processes for managing 
climate-related risks. 

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

c) Describe the resilience of the 
organisation’s strategy, taking 
into consideration different 
climate-related scenarios, 
including a 2ºC or lower 
scenario. 

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

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

Source: TCFD, Implementing the Recommendations of the Task Force on Climate-related Financial Disclosures, October 2021 

Appendix I
TCFD Recommendations
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Table 7: TCFD Supplemental Guidance for Asset Managers

Source: TCFD, Implementing the Recommendations of the Task Force on Climate-related Financial Disclosures, October 2021

Strategy Risk  
Management

Metrics and 
Targets

a) Asset managers should describe how 
climate-related risks and opportunities 
are factored into relevant products or 
investment strategies. Asset managers 
should also describe how each product or 
investment strategy might be affected by the 
transition to a low-carbon economy.

a) Asset managers should describe, where 
appropriate, engagement activity with 
investee companies to encourage better 
disclosure and practices linked to climate-
related risks in order to improve data 
availability and asset managers’ ability to 
assess climate-related risks. Asset managers 
should also describe how they identify and 
assess material climate-related risks for each 
product or investment strategy. This might 
include a description of the resources and 
tools used in the process.

b) Asset managers should describe how they 
manage material climate-related risks for 
each product or investment strategy.

a) Asset managers should describe metrics 
used to assess climate-related risks and 
opportunities in each product or investment 
strategy. Where relevant, asset managers 
should also describe how these metrics have 
changed over time.

 Where appropriate, asset managers should 
provide metrics considered in investment 
decisions and monitoring.

 Asset managers should describe the extent 
to which their assets under management 
and products and investment strategies, 
where relevant, are aligned with a well 
below 2 degrees Celsius scenario, using 
whichever approach or metrics best suit their 
organisational context or capabilities. Asset 
managers should also indicate which asset 
classes are included.

b) Asset managers should disclose GHG 
emissions for their assets under management 
and the weighted average carbon intensity 
(WACI) for each product or investment 
strategy, where data and methodologies 
allow. These emissions should be calculated 
in line with the Global GHG Accounting and 
Reporting Standard for the Financial Industry 
developed by the Partnership for Carbon 
Accounting Financials (PCAF Standard) or 
a comparable methodology. In addition 
to WACI, asset managers should consider 
providing other carbon footprinting metrics 
they believe are useful for decision-making.
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i. MULTIPLE SCENARIO APPROACH
The International Energy Agency (IEA) provides three climate scenarios 
in its report, World Energy Outlook 20197. Each scenario expects a 
certain level of carbon budget and temperature increase in 2050.

Sustainable Development Scenario (SDS) – The Sustainable 
Development Scenario pathway is fully aligned with the Paris 
Agreement by holding the rise in global temperatures to “well below 
2°C … and pursuing efforts to limit [it] to 1.5°C”, and meets Sustainable 
Development Goals’ (SDG) objectives related to achieving universal 
access to energy (SDG 7), to reduce the severe health impacts of air 
pollution (part of SDG 3) and to tackle climate change (SDG 13). 

Stated Policy Scenario (STEPS) – The Stated Policies Scenario 
pathway assumes today’s policy intentions and targets and considers 
only specific policy initiatives that have already been announced. 

Current Policy Scenario (CPS) – The Current Policies Scenario displays 
the current pathway if the world continues without any additional 
changes in policy. 

Each scenario is tied to a carbon budget. A carbon budget specifies the 
amount of fossil carbon that can be combusted worldwide to remain 
within a certain temperature. The carbon budget changes depending 
on scenario. For example, to remain within the limits of the SDS, less 
carbon can be combusted compared to the scenarios that expect a 
significant temperature increase, i.e. the CPS. 

Carbon budget allocation

1: Decide the sectors
The IEA provides very broad sector divisions. The first step is therefore 
to break down those sector divisions into sub-sectors that better 

Climate Scenario Analysis
reflect company activities based on ISS ESG’s own Carbon Industry 
Classification System (ISS CICS). For example, the Transport sector is 
broken down into Cruise Lines, Railroad – Passenger, Railroad – Goods, 
Trucking and Marine. 

2: Estimate the revenue of each sector 
The revenue of each sector is estimated based on research on public 
data sources like industry reports and reported financial data. Each 
company is then allocated a market share based on its share of the 
sector revenue. For example, if a sector has a total revenue of 1 billion 
and a company in that sector has a revenue of 100 million, the company 
is allocated 10% of the market share.

Since the analysis covers several decades, the sectors are expected to 
grow in line with the world GDP. Therefore, an expected average annual 
growth rate of 3.4% in GDP is applied to each sector and company.

3: Decide the carbon budget for each sector
The emission intensity approach considers direct (Scope 1) and 
indirect (Scope 2) emissions in the alignment analysis. Including Scope 
2 emission in the analysis better reflects the alignment for companies 
in sectors with significant exposure from Scope 2 emission sources. 
Examples for such sectors are IT, Services and Real Estate. 

The carbon budget is divided by the sector revenue to get the 
emissions intensity in tonnes of carbon dioxide equivalent per USD 
1,000 of revenue (tCO2e/USD 1,000) up until 2050. This number shows 
how much a company can emit per revenue in a specific year to 
remain within a scenario carbon budget. By looking at the intensity 
reduction necessary per year until 2050, an average trajectory 
(ClimateCarbonBudgetSDSRatioAve) is established for the emission 
intensity within a sector over time.

7 https://www.iea.org/reports/world-energy-outlook-2019 (IEA World Energy Outlook 2019 report published 13th November 2019). 
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Figure 8 – Emissions intensity (tCO2e/USD 1,000) per sector

Source: ISS. Necessary direct emission reduction trajectory per tCO2e per USD 1,000 revenue per sector (SDS)

Appendix II
Methodology
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There are exceptions:

In the case of electric utilities, the analysis is based on carbon intensity 
per generated output, tCO2e/GWh, in relation to the total world output. 
Market share is defined based on company’s electricity generation in 
relation to total world production of electricity.

For fossil fuel companies, the market share is estimated based on the 
company’s reserves in relation to total world reserves. For example, 
if a company owns 2% of the world reserves in a certain year, they are 
assigned 2% of the market share. The IEA scenarios present the amount 
of oil, gas and coal that can be combusted to stay within a certain 
scenario. If the world production exceeds this amount, every company 
in the sector needs to reduce their production to become aligned.

4: Emission trajectories of individual companies
Step 1: If the company reports their emissions, reported data is used. 
If no reported emissions are available, or if reported emissions are of 
poor quality, estimated numbers are used. 

Step 2: The calculated trajectory considers the five-year historic 
emissions intensity trend and, if relevant, the company’s science-based 
targets (SBT) and other corporate targets. 

Step 3: The emissions are then divided by the company’s revenue 
to get the expected emissions intensity per year. If the intensity is in 
line with, or below, the required sector intensity for the scenario, the 
company is considered aligned. If not, the company is considered 
unaligned.

Step 4: The average emission intensities for both direct and indirect 
emission intensities are compared to what is required in an SDS, 
STEPS and CPS scenario. The comparison will then determine which 
trajectory is assigned to a company from now until year 2050.

Step 5: Further, if a company has a Committed, Approved SBT or 
Ambitious emissions reduction target, it will be considered aligned 
with the SDS reduction trajectory.

Temperature score

Corporate – The temperature score on an issuer level is determined 
by the alignment ratio in year 2050 for the SDS scenario. For example, 
a company aligned with the SDS in year 2050 is also expected to have 
a temperature score of 1.5°C. A company not aligned with the SDS is 
compared to the estimated temperature increase by added emissions. 
Companies can get any temperature score between 1.5 – 6°C.

Portfolio – The temperature score on portfolio level is calculated 
by the portfolio alignment ratio in year 2050 for in the SDS scenario 
compared to the available carbon budgets for the STEPS and CPS. 
The example below shows a portfolio aligned with the SDS and a 
temperature score of 1.5°C under the assumption that some net 
negative emissions will be available from 2050-2100. 

If the portfolio alignment would end up between STEPS and CPS in 
year 2050, the temperature score would equal an interpolation of 
the end point of the emissions. As an example, a portfolio with 2050 
emissions between the SDS and STEPS scenario budget would have  
a temperature between 1.5 and 2.7°C = approximately 2.1°C.

Temperature estimates on issuer and portfolio level can be used as 
a compliment to other climate-related physical risk and alignment 
analysis. The temperature score should be used with caution since a 
single metric cannot explain the full dynamics of an issuer or portfolio. 

Retrofit Action Element Annual Emissions  
Reduction Rate

Average emissions intensity reduction for Company A, last five years 2%

SDS average emissions intensity reduction, now until 2050 4%

STEPS average emission intensity reduction, now until 2050 3%

CPS average emission intensity reduction, now until 2050 1%

30



ILIM – 2021 CLIMATE REPORT

ii. SINGLE SCENARIO APPROACH
The IEA Sustainable Development Scenario from the World Energy 
Outlook 2021 (WEO 21) is in line with the Paris Agreement objective of 
limiting temperature rise to ‘well-below 2°C’ compared to the pre-
industrial era. 

The Intergovernmental Panel on Climate Change (IPCC) AR5 report 
found that “there is a near-linear relationship between cumulative CO2 
emissions and the increase in global average temperature caused by 
CO2” (high confidence). This finding was reaffirmed in the latest AR6 
Report8. It is then possible to define Transient Climate Response to 
Cumulative Carbon Emissions (TCRE), expressed in °C/GtC or °C/
GtCO2, and which provides an estimate of global temperature rise due 
to additional cumulative anthropogenic carbon emissions. According 
to the IPCC AR6 WGI Technical Summary, TCRE spans across the 
“0.27°C–0.63°C range with a best estimate of 0.45°C when expressed in 
units per 1,000 GtCO2”. 

TCRE multipliers are derived based on 2,100 global carbon budgets and 
temperatures. 

The alternative portfolio Implied Temperature Rise (ITR) metric is 
based on the TCRE multiplier and guidance published in the Portfolio 
Alignment Technical Considerations 2021 report9. Based on this 
guidance, the portfolio ITR for the year 2XXX is defined as 

with

Ownership ratio is based on market capitalisation for equity portfolios 
in line with previously delivered TCFD reports. For fixed income 
portfolios, ownership is based on Adjusted Enterprise Value (AEV).

8  IPCC AR6 WGI Technical Summary, 2021
9  PAT Measuring Portfolio Alignment Technical Considerations, 2021
10 The latest GFANZ Portfolio Alignment Measurement report (2022) does not provide yet a recommendation on a preferred approach.

Table 9 – IEA SDS

ITR results are bounded within the 1.5-6°C range to avoid 
underestimating the climate impact and remove outliers, respectively. 

The proposed approach has some limitations which include, but are not 
limited to:

>  TCRE and carbon budget estimates are subject to high uncertainties 
(non-CO2 effects, historical temperature, recent emissions, zero CO2 
emissions commitments), as highlighted in IPCC AR6 WGI Report. 
Those uncertainties are not accounted for in the present analysis.

>  ITR is better suited only for long-term analysis, as noted by GFANZ 
Portfolio Alignment Measurement report (PAM, August 2022).

>  Assumption that the rest of the world will exceed its carbon budget 
proportionally. This may (dis)advantage sectors and/or regions for 
which it is (not) comparatively easier to decarbonise. 

The TCRE ITR considers a single scenario and cumulative emissions (and 
carbon budget) to compute a portfolio alignment metric, which aims to 
reflect the concept of remaining carbon budget defined by the IPCC. 

This approach to portfolio temperature score differs from ISS ESG 2022 
Methodology, which is based on the interpolation of a set of scenario 
temperature outcomes. The two methodologies and their respective 
outputs are not directly comparable. 

Both approaches are subject to uncertainties, and industry consensus is 
that there is no one correct way of deriving a portfolio or issuer ITR10. 

The output provides ITRs based on 2050 and 2070 timeframes. ITR 
based on 2050 under/overshoot is provided at the request of the client. 

The recommended approach between the two is to take the ITR based 
on 2070 cumulative under/overshoot. This best reflects the TCRE’s link 
to a 2100 timeframe, keeping additional assumptions to a minimum 
(compared to a 2100 timeframe), and is in line with the guidance in the 
latest PAM report stating that such metrics are not suited to short-term 
analysis.
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IEA SDS 2050 2070 2100

Scenario Temperature Rise 
(50% probability) – Cº 1.7 1.7 1.65

Scenario Remaining Carbon 
Budget (2020 included) – 
GtCO2

677.652 755.266 755.266

TCRE Multiplier – ºC/GtCO2 0.00045

Assumptions’ sources:  
IEA  
IPCC  
Derived
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IEA SDS emissions pathways extrapolation

The chosen reference scenario is the IEA Sustainable Development 
Scenario from World Energy Outlook 2021 (WEO 21), which is in line with 
the Paris Agreement objective of limiting temperature rise ‘well-below 
2°C’ compared to the pre-industrial era. 

The WEO 21 database contains emissions pathways for different sectors 
but only up until 2050. Yet, it is possible to extract from the report some 
indications on emissions pathways and temperature rise outcomes 
beyond 2050. 

“In this scenario, all current net zero pledges  
are achieved in full and there are extensive efforts  
to realise near-term emissions reductions and  
[…] all other countries achieve Net Zero by 2070  
at the latest”. 

“Without assuming any net negative emissions, 
this scenario is consistent with limiting the global 
temperature rise to 1.65 °C (with a 50% probability)”. 

These indications are used to extrapolate the data provided by the IEA. 

The following assumptions are made to extrapolate IEA data:

>  Total world net CO2 emissions are linearly interpolated between 2050 
(c. 8170 MtCO2) and net zero emissions in 2070.

>  Emissions from combustion of fossil fuels and bioenergy and waste as 
well as industrial processes are assumed to decrease with the same 
rate as total world net CO2 emissions.

>  Respective sector shares of emissions from IEA Net Zero by 2050 
scenario are used as a proxy to derive a sector breakdown (e.g. energy 
supply versus energy demand) from the calculated 2051-2070 total 
world net CO2 emissions. 

By assuming no net negative emissions after 2070, the SDS total 
cumulative emissions for the 2020-2100 period is c. 755 GtCO2, which is 
consistent with IPCC 50% probability estimates of 750 GtCO2 in a 1.65°C 
scenario (IPCC AR6 WGI). 

Below is a representation of the resulting IEA SDS emissions pathways 
during the 2010-2070 period. Shades of orange correspond to emissions 
related to the energy supply while shades of blue correspond to 
emissions related to the energy demand.
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Issuer projected emissions and carbon budgets

Emissions are projected according to ISS ESG 2022 Portfolio Alignment methodology. To reflect the materiality of scope 1, 2 or 3 emissions, and 
based on the issuer sector and associated activities, three approaches are used.

Figure 10 – Issuer projected emissions and carbon budgets

The approach has been extended to 2070, using:

>  extrapolated SDS emissions pathways used to derive Scope 1 emissions of the emission intensity-based approach

>  extrapolated SDS emissions pathways and total electricity generation used to derive scope 2

>  extrapolated power generation intensities (tCO2/GWh) used in the generation-based approach

>  extrapolated fossil fuels prices and production volumes used to derive projected emissions and budgets, respectively

ILIM uses ISS (Institutional Shareholder Services) climate data as input for climate scenario analysis. 
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The data analysis is obtained via the ISS ESG ‘Portfolio Climate Impact 
Report’. ILIM provided holdings for three asset classes (equity, corporate 
fixed income and sovereign fixed income). Holdings were screened 
based on ISS ESG’s proprietary platform DataDesk, after a mapping 
ensured that the company identifiers were matched appropriately. 

Scope 1 & 2 emissions for companies 

The emissions methodology was developed over three years with the 
Swiss Federal Institute of Technology and includes about 800 sector and 
sub-sector specific models, allowing ISS ESG’s researchers to calculate 
the GHG emissions of companies based on those criteria that are most 
relevant to their line of business.  

A summary of the process is provided below:  

>  Self-reported emissions data is collected from all available sources; 

>  Self-reported numbers are evaluated for trustworthiness and, where 
necessary, discarded; 

>  All companies are classified according to the proprietary ISS ESG 
CICS (Carbon Industry Classification System) – i.e. companies 
are classified in light of their carbon-profile, allowing ISS ESG to 
benchmark non-reporting companies against their reporting peers; 

>  ISS ESG applies its 800 sub-sector specific models to estimate the 
emissions of non-reporting companies according to sector-relevant 
financial or operational metrics. 

Scope 3 emissions  

ISS ESG’s methodology conceptually differentiates between two 
sources of Scope 3 emissions: a.) emissions from a company’s upstream 
and downstream supply chains and b.) emissions from the “use phase” 
of a company’s product or service.  

Supply chain: For supply chain emissions, ISS ESG uses an Economic 
Input-Output Lifecycle Assessment table that models cash flows 
between sectors within an economy. The method uses information on 
industry transactions, such as the purchase of materials, to estimate 
total emissions throughout the supply chain.  

Product use phase: The “use phase” GHG emissions of representative 
products per industry are calculated based on Life Cycle Assessments 
(LCA) available through the Swiss Centre for Life Cycle Inventories 
(Ecoinvent) and other databases. ISS ESG uses LCA for representative 
products of the sectors to estimate, on average, the ratio between 
Scope 1 & 2 / use phase per activity. 

For most sectors, Scope 3 emissions are “sector representative” 
emissions and should not be used for stock picking. They can, however, 
be used for quantifying the order of magnitude of a full portfolio 
assessment. Thus, considering Scope 3 emissions allows investors to 
focus their efforts on those sectors where Scope 3 data matters most 
and that might fall under the radar screen when just looking at Scope 1 
& 2 emissions.

Emissions for sovereign fixed income 

The methodology was developed in accordance with the indications 
of the Platform Carbon Accounting Financials (PCAF) and allows ISS 
ESG’s researchers to calculate the GHG emissions attributable to the 
governmental activities of a specific country.  

Carbon Metrics & Data Analysis
A summary of the process is provided below:  
GHG emissions data are gathered. PCAF separates emissions caused 
by direct government activity from emissions caused by other sectors. 
Emissions from government activity are attributed directly to the 
government.

The sources of data include the sectoral GHG emissions for each country 
published by the United Nations Framework Convention on Climate 
Change (UNFCCC). This approach allocates emissions to a government 
using expenditure input-output data from the World Input Output 
Database (WIOD). To cover countries for which such data is not available, 
a secondary approach is used, whereby a country’s GHG emissions are 
allocated to the government by using the government’s consumption 
expenditure as part of total GDP. The emissions are allocated to a bond 
based on bond investment as part of total national debt. 

Carbon metrics used for the data analysis are described in more detail 
in the following. For equity and corporate fixed income calculations 
below, the adjusted enterprise value of a company (AEV) is used to 
represent the value of a company. For sovereign fixed income, the 
adjusted enterprise value is replaced by total national debt.

Position ownership ratio – Calculated as the aggregated position value 
/ AEV or national debt. 

Disclosure (number/weight) – Calculates the % number and % weight 
of companies that report reliable emissions in the portfolio and 
benchmark respectively. Net performance is calculated in percentage 
points. 

Emission exposure – Calculated using the following formula for Scope 1 
& 2. The same approach is used for calculating Scope 3 emissions. 

Climate performance – weighted average 

Relative carbon footprint 

Carbon intensity

Weighted average carbon intensity
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Carbon Metrics & Data Analysis
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Figure 11 and 11 (a) illustrate the GHG Emission 
Pathway of the Equity “ESG Other” Portfolio and 
its equivalent market benchmark. The portfolio is 
associated with a potential temperature increase 
of 2.2°C by 2070, while its benchmark is associated 
with a temperature increase of 2.4°C. However, 
it is not aligned with SDS and exceeds its carbon 
budget in 2030. This is mainly driven by the Iron & 
Steel and Conventional Electricity sectors, with both 
exceeding their carbon budgets in 2050.

Figure 11: Equity “ESG Other” Portfolio GHG Emission Pathway vs Climate Scenario

Figure 11 (a): Equity “ESG Other” Portfolio GHG Emission Pathway vs Climate Scenario

Appendix III
Detailed results
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Figure 12 illustrates the GHG Emission Pathway 
of the Indexed Equity Portfolio. The portfolio is 
associated with a potential temperature increase 
of 2.4°C by 2070. However, it is not aligned with 
SDS and exceeds its carbon budget in 2021. This 
is mainly driven by the Integrated Oil & Gas sector 
already exceeding its carbon budget in 2020, as 
well as the Conventional Electricity and Iron & Steel 
sectors exceeding their carbon budgets in 2030 and 
2050, respectively.

Figure 12: Indexed Equity Portfolio GHG Emission Pathway vs Climate Scenario

Figure 13 illustrates the GHG Emission Pathway of 
the Indexed Corporate Bond Portfolio. The portfolio 
is associated with a potential temperature increase 
of 2.1°C by 2070. However, it is not aligned with 
SDS and exceeds its carbon budget in 2023. This is 
mainly driven by investments in the Integrated Oil & 
Gas and Oil & Gas Exploration & Production sectors, 
which significantly overshot the assigned carbon 
budget in 2020, continuously increasing until 2050.

Figure 13: Indexed Corporate Bond Portfolio GHG Emission 
Pathway vs Climate Scenario



ILIM – 2021 CLIMATE REPORT 37

Carbon Metrics & Data Analysis
Table 10 illustrates the performance of the Equity “ESG Other” Portfolio against the benchmark. It outperforms the benchmark 
in both WACI and Relative Carbon Footprint due to lower exposure to the Consumer Staples and Industrials sectors, as well 
as the selection of less emissions-intense issuers from the Utilities and Energy sectors. Emission contributions by sector are 
illustrated in Figure 14.

Table 10: Equity “ESG Other” Portfolio and benchmark carbon footprint overview

Table 11 illustrates the performance of the Indexed Equity Portfolio. Figure 15 provides further insights into sector contributions.  
Similar to the Equity “ESG Other” portfolios, the Utilities, Materials and Energy sectors are the largest drivers of the WACI.  

Table 11: Indexed Equity Portfolio carbon footprint overview

Figure 15: WACI of Indexed Equity Portfolio
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Table 12 illustrates the performance of the Indexed Corporate Bond Portfolio. Figure 16 provides further insights into sector 
contributions. Similarly to what we have seen on the Equity portfolios, the main contributors to emission exposure are the Utilities, 
Materials and Energy sectors. 

Table 12: Indexed Corporate Bond Portfolio carbon footprint overview

Also please note that the benchmark equals the portfolio, as the Indexed Equity & Corporate fixed income are exclusively 
comprised of index tracking funds.

Figure 16: WACI of Indexed Corporate Bond Portfolio
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For the Sovereign Fixed Income Portfolio, the portfolio itself was 
chosen as the benchmark as the underlying portfolios are exclusively 
index tracking products. More than 50% of the Sovereign Portfolio is 
invested in three countries: France, Germany and Italy. However, they 
only contribute to roughly 25% of the portfolio’s emissions. Tables 13, 14 
and Figure 17 offer more transparency on the allocation and emissions 
exposure of the Sovereign Portfolio.

Table 13: Sovereign Fixed Income Portfolio carbon footprint overview

When comparing the relative carbon footprint to the corporate 
portfolios analysed, the Sovereign Portfolio performs significantly 
better than all other portfolios. However, as the definitions of WACIs 
slightly differ between corporate and sovereign portfolios, where gross 
domestic product (GDP) is used as a proxy for revenue, a meaningful 
comparison is not possible.

Figure 17: Allocations vs emission exposure of the Sovereign Portfolio

Table 14: Top 10 issuer weights and exposure/contribution of the Sovereign Portfolio
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Allocation vs. Emissions in Portfolio - Largest Contributors to 
GHG Emission Exposure

Country Allocation

Country Emissions
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Portfolio  
Overview

Emission Exposure

Sovereign Emissions Exposure  
[tCO2e]

Relative Carbon Footprint 
[tCO2e/Mio EUR invested]

Weighted Average Carbon Intensity 
[tCO2e/Mio EUR GDP]

Portfolio 1,015,343 47.40 34.47

Benchmark 1,015,343 47.40 34.47

Net Performace 0.0% 0.0% 0.0%

Issuer Portfolio Weight
Scope 1& 2

Emissions [tCO2e]
Emission Exposure 

[tCO2e]

Contribution to 
Portfolio Emission 

Exposure
Issuer Region

France 27.00% 50,613,456 90,279 8.89% EUROPE

Germany 17.76% 129,640,680 166,744 16.42% EUROPE

Italy 5.59% 66,034,865 22,484 2.21% EUROPE

Spain 5.14% 30,748,253 16,839 1.66% EUROPE

United States of Amercia 3.82% 1,442,338,623 45,863 4.52% NORTH AMERICA

Ireland 3.32% 5,828,206 15,286 1.51% EUROPE

Netherlands 3.31% 29,093,047 39,043 3.85% EUROPE

Indonesia 2.64% 85,416,870 39,304 3.87% ASIA

Mexico 2.55% 77,223,034 31,191 3.07% LATIN AMERICA

Belgium 2.52% 12,367,979 10,807 1.06% EUROPE

Total (Top 10) 73.65% 1,929,305,013 1,015,343.31 47.06%
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