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This report has been prepared to meet the UK Power Network Group’s obligation, under the Occupational 
Pension Schemes (Climate Change Governance and Reporting) Regulations 2021, to report in line with 
the recommendations of the Task Force on Climate-Related Financial Disclosures (TCFD).  
 
This report covers the period 1 April 2025 to 31 March 2026, in line with our financial reporting year. Some 
of the data presented relate to calendar year 2025 (i.e. 1 January 2025 to 31 December 2025), as data for 
our financial reporting year were not available at the time of preparing this report.  
 
The Group Trustee wants to thank Chronos Sustainability Limited for its assistance in writing this report, 
and BlackRock Investment Management (UK) Limited for contributing data as noted in the ‘Metrics and 
Monitoring’ and ‘Risk Management and Scenario Analysis’ sections of the report.  
 

 
 
 
Enquiries/Additional Information  
 
If you wish to get in touch with the Group Trustee, please contact the Secretary to the Trustee at:   

• Pension Services, UK Power Networks, Energy House, Hazelwick Avenue, Crawley, West Sussex 
RH10 1EX  

• Telephone: 03330 090007   

• Email: pensionservices@ukpowernetworks.co.uk  
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OVERVIEW: UK POWER NETWORKS GROUP  
 
UK Power Networks Group (the ‘Group’) is part of the Electricity Supply Pension Scheme (ESPS), an 
industry-wide pension scheme formed when the UK electricity industry was privatised in 1990. With £2.7 
billion in assets under management, the Group operates for the sole purpose of providing retirement benefits 
and death benefits to eligible participants and beneficiaries. It is principally a defined benefit pension 
arrangement. Membership has been closed to new employees since March 1994.   
  
The UK Power Networks Group Trustee (the ‘Group Trustee’) operates as a corporate trustee with a Board 
of Directors. The Group Trustee sets the Group’s general investment policy and ensures that investments 
are managed in line with the Group’s funding objectives.     
 
The Group Trustee has delegated day-to-day investment decisions and asset allocation to BlackRock (the 
‘Fiduciary Manager’). BlackRock, and any underlying managers appointed by BlackRock, are responsible for 
conducting stewardship, voting and engagement activities in respect of the Group’s assets in line with the 
Group’s Statement of Investment Principles.   
  
 
SUMMARY AND KEY FINDINGS  
  
The Group Trustee holds ultimate responsibility for the management of climate risks and opportunities and 
engages with the Fiduciary Manager, BlackRock, on a quarterly basis to ensure that climate risks and 
opportunities are adequately considered and managed within its investment approach. The Group Trustee 
monitors climate risks through its climate risk register which considers the impact of various physical and 
transition risks and opportunities over the short, medium and long term and documents the steps being taken 
to mitigate against the risks and to capture the opportunities. The Group Trustee also monitors climate risks 
and opportunities through annual climate scenario analysis, conducted by its Fiduciary Manager. Based on 
the most recent scenario analysis conducted by the Fiduciary Manager, the Group Trustee has concluded 
that climate change-related risks do not currently present a significant risk to the resilience of the covenant.  
 
Since 2023, the Group Trustee has participated in a joint ESG Working Party, together with the UK Power 
Networks Pension Scheme (a separate registered pension scheme which is not part of the ESPS). The 
working party monitors the climate-related activities of the Fiduciary Manager (including in relation to portfolio 
management, stewardship and voting activities) and oversees its compliance with the ESG Policy. The ESG 
Working Party is not a decision-making body but makes recommendations to the Board for it to take the 
ultimate decisions. In 2025 the ESG Working Party received training from BlackRock on how it structures it 
engagement teams, activities and reporting, including on voting. In July 2026, BlackRock will deliver further 
training to the ESG Working Party on ESG benchmarks, their construction, and range of options available, 
as well as how these considerations are incorporated into the capital market assumptions and portfolio 
construction. 
 
Recognising the importance of improving data quality, the Group Trustee has set a target to improve data 
availability for Scope 1, 2 and 3 carbon emissions for the overall portfolio to at least 50% over the medium 
term (3-5 years). The Group Trustee is pleased to note that data coverage continues to improve, with Scope 
1 & 2 emissions now at 89.7% which is a notable improvement from last year. The Group Trustee expects 
BlackRock to continue to engage with underlying investment managers to improve the data quality across 
the total portfolio. The Group Trustee hopes to see an improvement in Scope 3 emissions data (currently at 
16.1%, at the total portfolio level) over the next 3-5 years, but notes this may prove difficult due to industry 
concerns about the measurement of Scope 3 emissions for sovereign debt. BlackRock is working closely 
with the LDI portfolio manager to understand the steps it is taking to meet this target and will report back 
regularly to the Group Trustee with its progress.  
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GOVERNANCE AND MANAGEMENT  
  
 
Governance and Management Structure  
 
The Group is part of the Electricity Supply Pension Scheme (ESPS). The ESPS is a two-tiered pension 
scheme with a Scheme Trustee, Electricity Pensions Trustee Limited (‘EPTL’), and currently has 22 Group 
Trustee Boards where each Group is an actuarially independent section in respect of each of the companies 
participating in the ESPS. The Group Trustee is primarily responsible for its own Group's investment strategy 
decisions as well as governance, administration (including responding to member questions) and monitoring 
activities.  
 
The UK Power Networks Group Trustee (the ‘Group Trustee’) operates as a corporate trustee with a Board 
of Directors. Within this structure, the Group Trustee retains decisions that are strategic in nature. The Group 
Trustee is, therefore, accountable for the management of its investment arrangements, for setting the Group’s 
general investment policy, for managing risks to the Group’s investments and for ensuring that investments 
are managed in line with the Group’s funding objectives. The Group Trustee is expected to establish 
processes to satisfy itself that parties undertaking governance activities (other than trustees) are taking steps 
to identify assess and manage climate related risks and opportunities.  
 
The Group Trustee has appointed BlackRock (the ‘Fiduciary Manager’) to manage the Group’s assets in line 
with the terms of the Fiduciary Management Agreement (the ‘FMA’) that has been agreed between the Group 
Trustee and the Fiduciary Manager. The Fiduciary Manager is responsible for the selection of investments, 
including ensuring investments are appropriately diversified and suitable for the Group. The Fiduciary 
Manager and any underlying managers appointed by the Fiduciary Manager are also responsible for 
conducting stewardship, voting and engagement activities in respect of the Group’s assets in line with the 
Group’s Statement of Investment Principles (SIP) (see below).  
 
UK Power Networks Holdings provides an Executive function which is responsible for the day-to-day 
administration of the Group. The Executive’s responsibilities include providing member administration 
services, accounting and finance services, including prompt settlement of member benefits. The Executive 
also supports the Group Trustee with its compliance and regulatory obligations including organising quarterly 
board meetings and providing oversight of the services provided by the Fiduciary Manager and other advisers 
and service providers. The Executive comprises a Head of Pensions, a Pensions Investment Manager, a 
Pensions Project Manager, a Pension Services Manager and a number of supporting roles.  
 
The Group Trustee also participates in a joint ESG Working Party with the UK Power Networks Pension 
Scheme as the two schemes have both appointed BlackRock as their fiduciary manager. The Working Party 
reviews all ESG, voting and climate change matters to ensure BlackRock adheres to the Group’s Statement 
of Investment Principles and ESG Policy, and recommends changes for approval to the respective Boards. 
The working party has no decision-making powers in its own right. 
 
 
Policies  
 
Statement of Investment Principles  
 
The Group Trustee has set out its investment beliefs in its Statement of Investment Principles (SIP) including 
its beliefs relating to the importance of environmental, social and governance issues to our investments. The 
SIP also sets out the Group’s policies relating to a number of key investment matters, including, but not 
limited to, the types of assets to be held, the balance between different kinds of investments, investment 
risks, the expected returns on investments, and the Group's views on stewardship including the extent to 
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which social, environmental and ethical factors are considered when selecting, retaining and realising 
investments.    
 
The SIP is reviewed in detail at least every three years, with the most recent detailed review having taken 
place in September 2023. The SIP also contains provisions allowing it, if needed, to be altered after any 
significant changes in investment policy. The Group Trustee also reviews the SIP annually to ensure it 
remains substantially accurate and determined that no changes were required in September 2025.  
 
The Group Trustee is currently reviewing the SIP in light of the revisions to the investment strategy and return 
targets set as part of the triennial review. This is likely to be completed in September of 2026.   
 

The Group has a monitoring framework document setting out how compliance against each of these clauses 
in the SIP is to be monitored. The Group produces an annual Implementation Statement which outlines how, 
and the extent to which, the policies relating to stewardship, voting and engagement as outlined in the SIP 
have been followed.  
  
ESG Policy  
 
The Group's approach to environmental, social and governance (ESG) matters, including climate-related 
matters, is outlined in the internal ESG Policy. The Group Trustee appointed BlackRock as Fiduciary Manager 
to deliver effective stewardship of the investment portfolio in line with this policy.  The policy is reviewed 
annually by the ESG Working Group. No changes were recommended to the Board for its approval during 
the year. 
 
For passive investments, the Group Trustee believes that an ESG-optimised index approach should be used 
instead of a traditional market capitalisation approach where it has confidence that using the ESG-optimised 
approach will not detract from its ability to meet its investment objectives. The Fiduciary Manager is 
responsible for making this assessment.  
  
Climate Change  
 
In relation to climate-related matters, the UK Power Networks Group believes that the risks associated with 
climate change can have a significant, negative impact on the investment returns of occupational pension 
schemes, and that climate change may also present significant investment opportunities. The Group Trustee 
asks the Fiduciary Manager to consider climate change-related risks and opportunities when making 
investment decisions. It is committed to establishing robust governance and oversight processes to enable it 
to review the effectiveness of the Fiduciary Manager’s efforts in this regard (see below).  
 
The Group Trustee has ultimate responsibility for our approach to climate change. The Group Trustee is 
responsible for:  

• Defining the Group’s expectations of our Fiduciary Manager in relation to climate change.  
• Engaging with the Fiduciary Manager to understand how climate risks are managed in its investment 

approach. The Group Trustee considers climate related risks at its quarterly meetings as part of the 
review of its risk register.  

• Reviewing the climate and other data provided by the Fiduciary Manager to ensure that climate-
related risks and opportunities are being effectively managed, within the context of our wider risk and 
return requirements and consistent with our SIP.   

• Ensuring that the Group meets our climate-related reporting obligations.  
  
To ensure that it can deliver these responsibilities, the Group Trustee receives training (see below) and 
requires that the Fiduciary Manager provides the Group Trustee with the data and information needed to 
allow it to effectively scrutinise and challenge its approach.  
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The Group Trustee has documented its climate change beliefs within its Statement of Investment Principles 
which is subject to annual review. No changes were considered necessary by the Group Trustee during the 
year to March 2026.   
 
  
Monitoring and Review  
 
With the assistance of the Executive, the Group Trustee monitors the performance of the Fiduciary Manager 
both in terms of its investment performance and its performance against the terms set out in the FMA. A 
formal assessment of the Fiduciary Manager against its objectives is undertaken on an annual basis and this 
year it was concluded that the Group Trustee is satisfied by the performance of the Fiduciary Manager.  
 
The Group Trustee maintains a climate related risk register, updated on a quarterly basis. This document 
considers the impact of various physical and transition risks and opportunities, resulting from climate change. 
The impact of these risks and opportunities is assessed over the short, medium and long term. The Group 
Trustee classifies each risk and opportunity depending on the potential impact to the Group and documents 
the steps being taken to mitigate against the risks and to capture the opportunities.  
 
During the period covered by this report, the Group Trustee reviewed its climate change risk register at each 
quarterly meeting. While no substantial changes were made, the Group Trustee did note that geopolitical 
risks were increasing and agreed that these factors will need to continue to be monitored.  
 
The Fiduciary Manager provides quarterly reports which include:   

• Analysis of funding level performance over the period, including discussion of the economic 
environment, investment market factors and the Group’s portfolio positioning.  

• Commentary on the risks being taken in the assets, including the outcome of stress testing or other 
portfolio risk assessments.  

• Assessment of funding levels versus the Group’s objectives.  
• Asset allocation analysis.  
• ESG metrics, including carbon emission figures. These reports include aggregate and asset class 

level reporting of ESG scores relative to an appropriate benchmark. The Group Trustee uses this 
information to assess how the overall Group assets are invested and to track changes over time.  

• Voting and cost disclosures, in line with relevant regulatory requirements  
  
The Group Trustee noted that BlackRock’s quarterly updates showed a broadly static set of scores in the 
ESG and climate related metrics. In response to these quarterly reports, and following advice from 
BlackRock, the Group Trustee decided that it was not necessary to make any decisions regarding ESG and 
climate-related metrics during the year. The Group Trustee continues to monitor the actions taken by 
BlackRock to improve the data quality metric, in line with the Group’s target to increase data coverage for 
Scope 1, 2 and 3 carbon emissions for the overall portfolio to at least 50% over the next 3-5 years. The Group 
Trustee noted that targets for Scope 1 and 2 emissions for the portfolio had already been met. The objective 
going forward is to retain current coverage levels for these emissions and to increase the coverage of Scope 
3 reporting in the medium term once the industry-wide methodology has been established. 
 

The Group Trustee has also appointed a Fiduciary Oversight manager, IC Select, to provide regular reports 
to ensure that BlackRock’s business model and the Blackrock team retain their capabilities to deliver the 
services required. No concerns which required action on behalf of the Group Trustee were raised during the 
year.   
 
The annual meeting of the Joint ESG Working Party was held in July 2025. This meeting discussed the 
climate targets and reviewed the ESG related engagement and voting activities undertaken by BlackRock on 
behalf of the Group Trustee. The Working Party also looked at its ESG Policy to ensure BlackRock’s activities 
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remained aligned to its views. Based on advice from BlackRock, The Working Party decided that it did not 
need to recommend any changes to the Group Trustee. 
  
The Group Actuary, Martin Bell from WTW, helps the Group Trustees assess the potential impact of climate 
change risk as part of ongoing risk and funding review processes. 
 
XPS, as the Group Trustee’s covenant advisers, helps the Group Trustee understand the potential impact of 
climate change risk on the covenant of the Principal Employer UK Power Networks Holdings Limited and 
each of the participating employers within the Group.  
 
The in-house Pension Executive monitors and manages the operational governance activities on behalf of 
the Group Trustee. The Executive ensures that the Board regularly reviews the climate risk register (which 
covers both the risks and the opportunities) and also ensures all the other advisers feed into the register to 
keep it up to date. The Executive keeps abreast of industry developments and liaises with the appointed 
advisers and similar firms to provide training to the Group Trustee if this is considered appropriate.  
  
 
Training  
 
The Group Trustee recognises that ESG is an evolving issue and that it is important to receive annual training 
on ESG matters and keep abreast of all developments. All new trustee directors are required to undertake 
training to understand the Group’s current policies to facilitate their participation in the ongoing monitoring 
and development of this policy.   
 

The Group Trustee participates in the Pensions Management Institute’s (PMI) Trustee Group Continuing 
Professional Development (CPD) scheme. This scheme requires all trustees to complete 15 hours of relevant 
trustee training per annum. The Group Trustee also organises a half-day trustee training each quarter. In 
each year, at least one of these sessions focuses on investment topics, which may include some focus on 
ESG issues.  
 

The Group Trustee has recognised the importance of building the Group Trustee Board’s capacity and 
expertise on climate change, to ensure that trustees have the appropriate degree of knowledge and 
understanding of the identification, assessment and management of risks from the effects of climate change 
and the opportunities from climate change to support good decision-making. 
 
At the July 2025 ESG Working Party meeting, BlackRock provided training on how it structures it engagement 
teams, activities and reporting including on voting. In July 2026, BlackRock will provide further training to the 
ESG Working Party on ESG benchmarks, their construction, and range of options available, as well as how 
these considerations are incorporated into the capital market assumptions and portfolio construction, down 
to tactical asset allocation decisions. 
 
In 2025, the Group Trustee also received additional training from BlackRock on journey planning for the 
longer-term self-sufficiency portfolio which incorporated BlackRock’s thinking on climate change and ESG 
matters. In June 2026 the Group Trustee will hold a risk workshop to look afresh at all its risks including 
climate change risk.  
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STRATEGY AND SCENARIO ANALYSIS  
 
Risk Identification 

 
The Group Trustee monitors and records climate risks and 
opportunities through its climate risk register. This document 
considers the impact of various physical and transition risks and 
opportunities over the short, medium and long term. The Group 
Trustee classifies each risk and opportunity depending on the 
potential impact to the Group and documents the steps being taken 
to mitigate against the risks and to capture the opportunities. The 
Group Trustee, in consultation with its Fiduciary Manager, reviews 
the risk register on a quarterly basis. While there have been a number of changes to the risk register over 
the year, there are no climate-related risks which the Group Trustee classifies as high risk. The only climate 
risk that is classified as a moderate risk is the potential impact of climate transition risks on the key 
assumptions affecting the funding strategy, specifically discount rates, inflation or other financial 
assumptions. This risk is assessed as a medium-term risk as it is effectively managed through triennial 
valuations, the ongoing monitoring of the Group’s funding position as well as the hedging of assets against 
inflation and interest rates. The risk register also considers transition risks arising from the pace of policy 
change increasing the likelihood of a compliance breach and/or inadequate governance. This is considered 
a higher risk in the short-term compared to the longer term and is being managed through continued 
engagement with the Fiduciary Manager as well as training from all the Group Trustee’s advisers. There are 
no other climate related risks which are expected to have a material impact on the Group.  
 
As an integral part of its investment process, BlackRock looks to identify climate-related opportunities as well 
as downside risks. Climate related risks and opportunities impact asset allocations through the 
macroeconomy (growth, inflation), through corporate profitability and through climate related repricing. For 
example, exposure to certain sectors and regions within equities are beneficial either via avoiding climate 
related damages or by enabling climate-driven opportunities. While no significant climate-related 
opportunities have been identified, the Group continues to monitor this through continued engagement with 
BlackRock.  
 

The Group Trustee has delegated to BlackRock, as its Fiduciary Manager, the responsibility to design a 
diversified Strategic Asset Allocation (“SAA”) that is consistent with the long-term investment objectives for 
the Group. The SAA is deemed consistent based on a number of requirements, including consistency with 
the BlackRock Investment Institute’s expected return assumptions across asset classes and an acute 
understanding of the Group’s specific requirements. In addition, the consideration of Environmental, Social 
and Governance (“ESG”) factors that feature into the investment due diligence for the selection of managers, 
as well as the choice of mandates with ESG-optimised or exclusionary screen characteristics form part of the 
overall investment strategy. The Institute’s expected return assumptions, referred to as Capital Market 
Assumptions (“CMAs”), are macroeconomic and asset return forecasts. These inherently account for the 
impact of climate change.   
 

Underpinning BlackRock’s CMAs is the view that managing climate-related risks and opportunities will help 
support economic growth and offer investors the ability to generate better risk-adjusted returns. Climate 
change and the global energy transition are expected to be drivers of asset returns, and consequently 
fundamental to strategic investment decisions.  
 
Through the use of these Capital Market Assumptions, climate risk is integrated throughout the design of the 
SAA for the Group. These base return assumptions form a critical input to the design of the long-term strategic 
allocation for the Group. The inputs to the asset return models are adapted to account for climate change 
impacts through three principal channels:  
  

Timeframes  
The Group Trustee has developed a 
Climate Related Risk Register, 
which assesses risks over three 
timeframes:   

• Short-term: 1 year.   
• Medium-term: 3-5 years.   
• Long-term: 10 years.  
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• Macroeconomic impact: A long-run model of climate change is used to account for the physical 
damages, energy transition and the impact of public policies and their impact on macro variables, 
such as level of GDP. Two long-term economic scenarios are modelled: a green transition (the base 
case underlying the Capital Market Assumptions) and a no-climate-action scenario. In the green 
transition scenario, co-ordinated climate mitigation and fiscal policies, along with technological 
innovation in areas such as carbon capture, result in global temperature rises by 2100 remaining 
below 2 degrees Celsius (which is broadly in line with the goals of the Paris Agreement). In contrast, 
the no-climate-action scenario projects materially higher increase in global temperatures of 5.8 
degrees Celsius and a worse economic outcome.  

  
• The Repricing channel (discount rate): A consequence of shifting societal preferences for 

sustainability is that the price investors are willing to pay for assets perceived to be sustainable is 
changing, meaning the discount rate used to value these securities is also changing. For credit and 
equity markets the future cost of capital estimates are adjusted at the sector level, such that all things 
being equal, more/less sustainable sectors have respectively lower/higher future costs of capital.  

  
• The Fundamentals channel (cashflow/earnings): Climate change and the efforts to address it will 

impact the profitability and growth prospects of companies. The impact on corporate earnings at the 
sector level of a green economic transition is estimated. To arrive at these estimates, the sensitivity 
of earnings to carbon pricing initiatives - a core element of climate mitigation policies - is assessed. 
The physical and transition risks and opportunities at the sector level are also taken into account.   

  
 
In March 2026, XPS completed its work on the detailed covenant assessment to support the triennial actuarial 
valuation as at 31 March 2025. The assessment considered the Company’s assessment of climate change 
risks and opportunities and its plans to adapt the business over time to address these matters. While the 
assessment highlighted that there are many risks associated with climate change, none of these risks – 
individually or collectively – are considered sufficient for the Group Trustee to change its assessment that 
climate change does not currently pose a significant risk to the resilience of the covenant, in either the short, 
medium or long term. 
 
The 2025 scenario analysis results (below), combined with the triennial covenant assessment by XPS, where 
the covenant was assessed as Strong (the highest level awarded), suggests that climate change does not 
currently pose a significant risk to the resilience of the covenant, in either the short, medium or long term. In 
addition, there is more than sufficient headroom to support the current levels of investment risk when 
assessed on a 6 year 1 in 6 Value at Risk (VaR) basis.  
 

 
Scenario Analysis   
  
Methodology  
  
In BlackRock’s Aladdin Climate reporting, different climate-related scenarios are modelled as an 
instantaneous shock to an asset, or a sector benchmark through the Temperature Alignment models. All of 
these scenarios model Transition and Physical Risk, in line with the recommendations from the Network for 
Greening the Financial System (“NGFS”). BlackRock updates the input data and scenario models over time 
to reflect the evolving nature of climate analytics. Examples of updates can include (but are not limited to) 
updates to the discount rate that is used in the discounted cash flow analysis in each scenario, updates to 
inflation assumptions, or expanded/rolled forward financial and emissions data for bottom-up modelling. The 
Current Policies scenario is Aladdin Climate’s base scenario, for Transition Risk to which the Net Zero 2050 
and Delayed Transition scenario are compared. For Physical risk BlackRock uses a base scenario which 
assumes no additional climate damages in future.  
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As outlined in the table below, BlackRock have considered the transition and physical risks of the Net Zero 
by 2050 scenario (i.e. ‘Orderly transition) and the Delayed Transition scenario (i.e. ‘Disorderly transition’).  
 
 

 
Source: BlackRock  
  
Aladdin Climate’s models are intended to highlight the potential impact of climate policies and outcomes on 
the economy and on financial markets. Given the uncertainty in how policy makers, economies and 
companies may respond and adapt to the projected scenarios and the long-term nature of the scenarios, 
BlackRock makes a number of simplifying assumptions in its modelling. This allows Aladdin Climate to 
provide investors with insight into where they may face climate risks and opportunities within their portfolios; 
it is not, however, a forecast or a prediction of how asset values will actually evolve.   
 

The impact of transition and physical risk on the Group LDI portfolio and pension scheme liabilities has been 
modelled separately in Aladdin through the calibration of user specified stress tests intended to be consistent 
with the climate scenarios shown below. In the table below, BlackRock have considered the transition and 
physical risks of the Net Zero by 2050 scenario (i.e. ‘Orderly transition’) and the Delayed Transition scenario 
(i.e. ‘Disorderly transition’).   
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Source: BlackRock  
  
Aladdin Climate’s models are intended to highlight the potential impact of climate policies and outcomes on 
the economy and on financial markets. In Aladdin Climate reporting, the climate-related scenarios are 
modelled as an instantaneous shock to an asset, or a sector benchmark.   
 
The results are expressed as “climate-adjusted values” for Transition and Physical Risks (“TCAV” and 
“PCAV”, respectively). These are based on discounted cash flow analysis in each scenario relative to a 
“counterfactual” scenario that is assumed to be priced into current valuations. BlackRock’s analysis considers 
a single timespan over the lifetime of the scenario modelled.  
 
The “counterfactual” (NGFS Current Policies) assumes no additional warming for Physical Risk scenarios, 
and no additional policies enacted for Transition Risk scenarios. The BlackRock outputs are, therefore, 
conservative by design (i.e. they produce more severe outcomes) which is consistent with stress testing 
market practice. Essentially “de minimis” pricing of climate change is assumed in current valuations. Given 
evolving nature of climate analytics, the Group Trustee expects input data and models to change over time, 
with potentially significant impacts on results.  
 
The scenario analysis represents BlackRock’s best estimate of what happens under the NGFS scenarios. 
There are, however, a number of important limitations to the modelling:  

• The climate models address transition risk and physical risk separately.  A more holistic view of 
climate-related financial risks would address both together.  

• The climate models used do not predict the abrupt or irreversible changes that may result from 
reaching critical climate thresholds or “tipping points”. 

• The economics models used may not adequately predict feedback loops and may therefore 
underestimate the chance of systemic failure in parts of the global economy.  

• The models do not include the social or political impact of mass migration.  
• The modelling captures first-order impacts on companies’ revenues and costs but does not capture 

second order effects such as supply chain disruption.  
• Based on prior economic and financial crises, it can be hard to predict the scale of monetary and 

fiscal policy responses.  The models’ assumptions about changes in financial valuations may 
therefore be incorrect.   

• The modelling does not include the impact of other shocks that might occur such as recessions, 
conflicts or pandemics.  
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The Group’s asset allocation has a significant proportion of assets in LDI (c. 74% of the allocation) and a 
sizeable allocation to private markets (c. 18% of the allocation) where there is insufficient coverage data to 
be included in the scenario analysis. Therefore, the primary method of integration of climate risks within the 
portfolio construction process for the Group’s asset allocation is through the Climate-Aware Capital Market 
Assumptions and the selection of underlying asset managers.   
  
There were no material changes to the funding strategy or position this year. Therefore, the Group Trustee 
has concluded that the current scenarios cover the range of plausible scenarios likely to be relevant to the 
Group and that, therefore, it is not necessary to undertake new scenario analysis outside the mandatory 
cycle. 
 
Results  
 
The table below provides an overview of the potential impacts on the Group’s total assets liabilities and 
funding which have been identified through the scenario analysis. The modelling, produced by BlackRock, 
considers the impact of these climate scenarios over the long-term, with the impacts of transition risks being 
considered until 2050 and physical risks extending until 2100, and so covers the short, medium and long term 
horizons set by the Group. The Current Policies scenario is Aladdin is used as a base scenario, to assess 
the potential impact of the transition and physical risks under the Net Zero 2050 and Delayed Transition 
scenario. The Current Policies scenario assumes no additional warming for Physical Risk scenarios, and no 
additional policies enacted for Transition Risk scenarios. On a standalone basis, the Current Policies scenario 
essentially assumes a “de minimis” pricing of climate change in current valuations.   
 

 
 
Source: BlackRock  
  
Overall, the greatest risk to the Group’s assets occurs through transition risks under the Delayed Transition 
scenario with an expected decline in the portfolio’s surplus by £2.85 million. Meanwhile, under the Net Zero 
Transition Scenario, the expected decline in surplus from transition risks is £1.04 million. Physical climate 
risks also pose a threat to the portfolio; the expected decline in surplus is £2.72 million under the Net Zero 
2050 scenario and £2.80 million under the Delayed Transition scenario.  
 
The scenario analysis estimates are based on information from the majority of the Group’s equities, bonds 
and LDI assets. Alternatives are not currently included in the scope of the scenario analysis. For more 
information about data coverage, please refer to Appendix B.   
 
The Group’s investment strategy remains resilient to climate physical and transition risks given that a surplus 
is maintained under all potential scenarios assessed. Therefore, no changes have been proposed to the 
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investment strategy in response to the 2026 scenario analysis, given the modest impact on the surplus. That 
being said, under both the Net Zero 2050 scenario and the Delayed Transition Scenario, the Group’s assets 
are predicted to experience a loss. Therefore, the Group Trustee will continue to closely monitor these risks 
and ensure that they are adequately managed by the Fiduciary Manager. The Group Trustee will continue to 
conduct scenario analysis on an annual basis to ensure that climate change-related risks continue to not 
present a significant risk to the resilience of the covenant.  
 
 
RISK MANAGEMENT   
 
 
Managing Risks  
  
The Group Trustee recognises that ESG risks could impact its ability to meet the investment objectives. It 
therefore seeks to ensure that its Fiduciary Manager, alongside other investment risks, integrates 
consideration of ESG risks throughout the investment decision making processes. Specifically, the Group 
Trustee requires BlackRock to:   

• Assess how all managers charged with managing Group assets integrate ESG risks considerations 
into the selection, retention and realisation of investments. The Group Trustee expects this due 
diligence process to take place before appointing any underlying investment manager.  

• Review the adherence of managers charged with managing Group assets to its ESG principles as 
part of its ongoing monitoring. The Group Trustee expects the Fiduciary Manager to report quarterly 
on key ESG metrics for these underlying managers, and to aggregate these to portfolio level where 
appropriate.  

• Report quarterly on its execution of the voting and engagement responsibilities set by the Group 
Trustee. Where the Group invests in pooled funds, the Group Trustee recognises that the investment 
manager of the pooled funds is responsible for exercising voting rights and reporting on how they 
have exercised those rights.  

• Where UK-domiciled investment managers are not signatories to the FRC’s UK Stewardship Code, 
consider the investment manager’s rationale for this position and, where appropriate, report these 
findings to the Group Trustee.  

 
The Group Trustee has identified climate change as one of the risks that needs be managed as part of the 
Group’s overall risk management processes. Climate related risks and opportunities are identified and 
managed in accordance with the climate risk register. This register presents the potential impact of each risk 
and opportunity, as well as the controls in place to manage this. On a quarterly basis, the Group Trustee asks 
BlackRock to note any new opportunities or risks that it has identified, and these are incorporated into the 
risk register and managed accordingly. The Group Trustee also considers risks to the liabilities and the 
employer covenant, where these are relevant to the investment and funding strategy.  
 
As discussed above, all investment decisions, including decisions on how to integrate climate into investment 
research and decision-making, have been delegated to BlackRock. The FMA does not impose any 
obligations on BlackRock in terms of how it takes climate change into account in investment research and 
decision-making. The FMA does, however, require BlackRock to provide scenario analysis and other data 
which allows the Group Trustee to understand the climate-related risks that its assets are exposed to.   
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Stewardship  
 
The Group Trustee recognises that stewardship can enhance value over the long term and that it has a 
responsibility to act as a good steward and protect and grow the long-term value for the benefit of the 
members. BlackRock dedicates significant resources to engaging with the broader ecosystem of market 
stakeholders, including regulators, policymakers, standard-setting bodies, and other market participants. 
Given BlackRock’s role as fiduciaries and their deep expertise in capital markets, they focus on encouraging 
policies and practices that support financial market resilience and long-term financial returns for its clients. 
Social, environmental, and corporate governance risks may be raised in engagements where they believe 
their insights can constructively inform policymaking. The Group Trustee has noted that BlackRock has 
withdrawn from its membership of the Net Zero Asset Managers Alliance (NZAM) following a review of its 
membership of climate-related initiatives. The Group Trustee has been assured by BlackRock that this does 
not affect the manner in which BlackRock manages the portfolio on behalf of the Group Trustee.  

The Group Trustee expects the Fiduciary Manager to continue to vote its holdings and to engage with 
underlying investee companies, as part of an effective stewardship approach that meets its expectations. 
The Group Trustee expects that the voting and engagement activities are carried out in the best financial 
interests of the assets being managed. As part of this responsibility, the Fiduciary Manager is expected to:   

• Use reasonable efforts to obtain voting and/or stewardship policies of underlying or external managers 
charged with managing Group assets.   

• Inquire about underlying manager’s voting activity with respect to their stated policies, where 
appropriate.  

• Request that underlying investment managers report on an annual basis a summary of the voting 
actions which have been taken and any votes cast which differ from the stated voting policy of that 
manager.  

• Provide a summary to the Group Trustee of the overall level of voting activity on an annual basis.  
  
An example of the voting and stewardship activities undertaken by the Fiduciary Manager on behalf of the 
Trustee is described in the box below.  
 

BlackRock Stewardship Case Study: Shell plc 

Background: Shell is an energy company headquartered in the UK, with operations in more than 70 
countries around the world. Shell noted that global demand for liquified natural gas (LNG) is expected to 
rise by approximately 60% by 2040, driven by economic growth in Asia, emissions reductions in heavy 
industry and transport, and the impact of artificial intelligence.1 Shell has stated its ambition to deliver 
more value with fewer emissions as it works to become a net zero emissions business by 2050.2 

The BlackRock team engaged with members of the company's board and management in November 
2024 and April 2025 to better understand Shell's approach to managing climate-related risks and 
opportunities. The team sought further clarity on the company's strategy and, in particular, Shell's 
assumptions around LNG, given its increased strategic emphasis on integrated gas and LNG as a driver 
of long-term growth.3 

On the agenda at Shell's May 2025 AGM was a shareholder proposal requesting that Shell disclose 
"whether and how its demand forecast for liquified natural gas (LNG); LNG production and sales targets; 

 
1 Shell plc. "Asian economic growth expected to drive 60% rise in LNG demand to 2040." February 25, 2025. 
2 Shell plc. "Our strategy." 
3 Shell plc. "Shell accelerates strategy to deliver more value with less emissions." March 2025. 
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and new capital expenditure in natural gas assets; are consistent with its climate commitments, including 
its target to reach net zero emissions by 2050."4 

Outcome: The BlackRock team supported the shareholder proposal. Engagement discussions and 
BlackRock's proprietary research insights informed the team's assessment of how the company's 
business model and LNG assumptions aligned with its climate commitments. The team concluded that 
enhanced transparency would help investors better understand the relationship between Shell's LNG 
outlook and its net zero commitments. 

This shareholder proposal received approximately 21% of shareholder support.5 At the time of the 
meeting, funds and SMAs that directed BIS to apply the Guidelines to their holdings collectively held less 
than 1% of the company's total shares available for voting.6 

 
 

  
 

 
4 Shell plc. "Notice of Annual General Meeting." March 25, 2025. 
5 Shell plc. "Results of Annual General Meeting." May 20, 2025. 
6 BlackRock, ISS, as of May 20, 2025. 
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METRICS AND TARGETS  
  
 
Metrics  
 
Since mid-2021, BlackRock has provided climate change-related metrics to the Group as part of its quarterly 
reporting. These metrics and their calculation methodology are outlined in the table below. BlackRock has 
reported against all of the metrics outlined in the table (see Appendix A for reported metrics).   
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Since 2022, BlackRock has provided analysis of the developing trends in climate-related metrics. This 
analysis has allowed the Group Trustee to track progress, both on portfolio related emissions and on the 
implications of climate change for investment performance. The table below outlines the performance of the 
Group’s portfolio on key climate metrics. The Group’s total GHG emissions were 0.31064 MtCO2e for Scope 
1 and 2 and 0.1316 MtCO2e for Scope 3. Meanwhile, the Group’s carbon footprint was 132.15 tCO2e/£M for 
Scope 1 and 2 and 311 tCO2e/£M for Scope 3. The significant decline in Scope 3 emissions can largely be 
attributed to changes in the portfolio composition of the corporate bond holdings  
 
  

Metric Total GHG 
Emissions (Mt/CO2e) 

Carbon Footprint 
(tCO2e/£M) 

Binary Target 
Metric (%) 

Data Quality (%) 

Scope 1 & 2 3 1 & 2 3 1 & 2 3 1 & 2 3 

2022 0.012 0.100 41.78 360.64 3.4 0 9.5 8.7 

2023 0.381 0.094 164.66 373.02 5.3 5.3 76.5 8.4 

2024 0.392 0.726 186.00 2846.58 2.1 2.1 77.6 9.4 

2025 0.311 0.132 132.15 311.00 2.1 2,1 89.7 16.1 

  
  
Targets  
  
One of the Group Trustee’s conclusions from the data and analysis that have been provided by BlackRock 
to date, is that there are limited data available for important areas of the market, e.g. private markets. These 
data limitations constrain the Group Trustee’s ability to set performance or other expectations in these asset 
classes. This is the reason why the Group Trustee set data quality targets in its TCFD report published in 
2023. The Group Trustee has set a medium-term target to increase data coverage for Scope 1, 2 and 3 
carbon emissions for the overall portfolio to at least 50% over the next 3-5 years. This target will be monitored 
closely on an annual basis with a view to setting outcome-based targets once this has been achieved.  
 
The target is monitored through the ‘Data Quality’ metric, as independently reported by MSCI to BlackRock. 
This metric determines whether Scope 1, 2 & 3 emissions are ‘Reported’, ‘Estimated’ or ‘Not Reported’. It 
considers the percentage of the portfolio for which accurate and reliable emissions data is available.   
 
Since 2022, data availability for Scope 1 and 2 emissions has risen from less than 10% to over 80% of the 
total portfolio. Emissions data for the purpose of calculating Scope 1 and 2 emissions for the LDI portfolio is 
based on the emissions of the UK government, as reported on the DWP website. Data availability for Scope 
3 emissions remains low (16.1%) but has improved significantly since 2024 (9.4%). The Group Trustee 
believes the target to increase Scope 3 data coverage by 2030 is achievable, supported by the Partnership 
for Carbon Accounting Financials’ (PCAF) continued standardisation of financed-emissions methodologies 
and the Assessing Sovereign Climate-related Opportunities and Risks’ (ASCOR) expanding sovereign 
climate dataset, both of which should improve the availability, consistency and comparability of portfolio 
emissions data over time. 
 
BlackRock has engaged with Insight Investment (the Group’s LDI manager) who have noted that aggregation 
of Scope 3 data is dependent on the existence of accurate emissions data at the global level. However, 
Insight believes that the availability of accurate data is going to be a multi-year journey and have formed a 
cross-body group across the LDI industry to reach a consensus on developing a reporting standard. 
BlackRock’s manager research team is engaging with Insight to understand what interim steps need to be 
achieved before Scope 3 data will become available and will report this to the Group Trustee once available.  
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While BlackRock has requested that all underlying investment managers provide climate change related data 
for the purpose of compiling this report, some managers are still unable to do so. The following reasons have 
been provided to BlackRock:  

• For some sub-asset classes, there continues to be a lack of industry consensus on how to attribute 
and quantify emissions statistics. This is particularly relevant for alternative assets. These assets are 
bespoke in nature and the industry is still working towards achieving a uniform reporting standard.   

• Some elements of the investment portfolio are managed by underlying asset managers domiciled in 
parts of the world where TCFD-related reporting is not yet a mandatory regulatory obligation.   

• In the case of Scope 3 data, investment managers have cited difficulties with the complexity of 
calculating this data accurately whilst avoiding the possibility of double-counting data.   

 
BlackRock is liaising with all underlying managers to better understand when they may be in a position to 
start reporting climate-related data. BlackRock has asked its manager research team to raise questions in 
relation to this matter during its ongoing engagement with these managers. BlackRock has noted an 
improvement in the data being reported by underlying investment managers, with two additional managers 
reporting data for the first time in 2025.    
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APPENDIX A: UKPN GROUP CLIMATE METRICS (AS AT 31 DECEMBER 2025)  
 

2025 Metrics 
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2024 Metrics 

 

 
 



UK Power Networks Group of the ESPS 
Climate Change Report to 31 March 2026  
 
 
 

 
 21 

 
 

 
 

 

 



UK Power Networks Group of the ESPS 
Climate Change Report to 31 March 2026  
 
 
 

 
 22 

2023 Metrics 
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2022 Metrics 

 



UK Power Networks Group of the ESPS 
Climate Change Report to 31 March 2026  
 
 
 

 
 24 

 

 

 
 
 



UK Power Networks Group of the ESPS 
Climate Change Report to 31 March 2026  
 
 
 

 
 25 

APPENDIX B: CLIMATE SCENARIO ANALYSIS FOR THE UKPN GROUP (MARCH 2026) 
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