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Staying invested
b and managing the
infrastructure

climate transition

Climate change poses significant financial challenges for investors
whose decisions over the next decade will likely play a critical role in
determining how the global economy moves towards decarbonisation.
One of the key issues for long-term infrastructure investors is how to
act on the climate risk and emission profiles associated with the
assets held in their portfolios. Many investors grapple with the
conundrum of whether they should divest emissions intensive assets
or stay invested and help manage the transition to a net zero future.
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Divesting is not the only option

We are increasingly hearing from our pension fund
clients that they are being challenged by some
stakeholders to start divesting emissions intensive and/
or fossil fuel dependent infrastructure assets to de-risk
portfolios. There is no doubt that understanding and
managing transition risks are important to protecting
and growing the long-term value of investments we
manage. But sometimes, divesting can mean just
passing the problem to somebody else. Infrastructure
assets are critical to meeting the needs of economies
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and communities. They are costly to build and require
significant planning and licensing — most can’t just be
turned off and replaced.

There are, and will continue to be, attractive
investment opportunities for those willing to take
on the challenge of helping infrastructure assets
maintain value, generate returns and prosper in a net
zero world. Divesting can mean walking away from
these opportunities and the potential returns they
can contribute to the long-term retirement savings of
working people.
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Transition is challenging but makes
sense for long-term investors
Decarbonisation will require major new investment. The
Net Zero by 2050 scenario explored by the International
Energy Agency notes that achieving the net zero goal
will “involve a significant further acceleration in the
deployment of clean technologies” It says that by 2030,
close to US$1 trillion will be needed annually for clean
energy infrastructure, including electricity networks,
public electric vehicle charging stations, hydrogen
refuelling stations and import and export terminals, direct
air capture and CO2 pipelines and storage facilities!

It is not realistic, however, to think that reaching net
zero can be achieved by only investing in new “green”
infrastructure projects. In the International Energy
Agency’s Net Zero by 2050 scenario, tackling emissions
from existing infrastructure accounts for just over a
third of the emissions reductions we need to reach our
goal2 Some existing infrastructure assets will remain in
use for decades and require long term stewardship in
order to decarbonise.

Transitioning infrastructure assets for a net zero world
is a necessary task but not an easy one. It is complex
and highly challenging, and in some instances, it will
take decades. It requires ambition, but it also requires
patience and detailed, strategic long-term planning as
infrastructure assets have bespoke characteristics and
operating environments. No two airports or toll roads
are the same. Decarbonisation pathways are likely to be
different for each asset and will depend on many factors,
including the source of the emissions, the level of control
the asset has over the emissions, the commercial viability
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As responsible owners with
long-term patient capital
to invest, pension funds
can work closely with the
management teams at
infrastructure assets to
identify climate risks as
well as opportunitiesina
decarbonising economy.

of existing abatement options, technological advances
and the prevailing policy and regulatory environment.

Despite these challenges, long-term investors like
pension funds are well placed to take part in the climate
challenge and help assets and sectors decarbonise,
particularly given their alignment with members’
interests and long-term investment horizon.

As responsible owners with long-term patient capital
to invest, pension funds can work closely with the
management teams at infrastructure assets to identify
climate risks as well as opportunities in a decarbonising
economy. They can use their influence, capabilities and
capital to help existing assets reduce emissions and
remain viable and useful in a lower carbon operating
environment — thus maintaining value. This is in the
interests of investors and pension fund members, and
also serves the broader society in which they live.

Starting to navigate the transition
The following case studies, detailing Manchester
Airports Group and Anglian Water, illustrate how well-
structured and successfully managed transition plans
can begin to contribute to society’s net zero goals whilst
also providing attractive returns to long-term investors.
These case studies demonstrate that patient long-
term infrastructure investors, working in partnership
with an experienced, aligned long-term infrastructure
manager, can play a pivotal role in the climate transition.
Acting together as a community of pension funds, we
can encourage, support and drive change across critical
infrastructure assets, benefiting society whilst also
delivering attractive returns to working people.

Thttps:/www.iea.org/reports/world-energy-outlook-2020/overview-and-key-findings#abstract
2https:/www.iea.org/reports/world-energy-outlook-2020/overview-and-key-findings#abstract
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CASE STUDY

INFRASTRUCTURE INSIGHT

MAG is committed to supporting
and incentivising the wider
aviation industry to decarbonise.

Manchester
Airport’s climate
leadership

Manchester Airports Group (MAG)® was recently
recognised as the top performing transport
company on a list of Europe’s top 300 climate
leaders for 2021. MAG’s ranking recognises the
group’s achievement of reducing its greenhouse
gas (GHG) intensity, a measure of tonnes of CO2
emissions equivalent per €1m of revenue, by
around 33% between 2014 and 2019.

MAG was the first airport group in the UK to be MAG also plans to run all new and replacement
certified carbon neutral (2015) and has driven airport infrastructure on renewable energy and to
reductions in emissions intensity across its three transition to a fleet of ultra-low emission vehicles
airports, namely Manchester, London Stansted by 2030.

and East Midlands. This was achieved through low
energy lighting upgrades and intelligent building
controls that help ensure energy is only used where
itis needed, as well as renewable energy from
on-site wind turbines and the purchase of 100%
renewable electricity.

MAG is also committed to reducing its scope 3
emissions, by supporting and incentivising the
decarbonisation of the wider aviation sector. The
group has launched a competition with a prize of
five years’ waived landing fees worth more than
£1m to the first airline to operate a zero-emissions

MAG continues to focus on its goal to achieve commercial flight from one of its airports. As a

net zero carbon operations by 2038, which is founding member of the Jet Zero Council,* MAG

12 years ahead of the UK’s national target. The is working actively with industry and government
group aims to cut any remaining reliance on fossil stakeholders with the aim of shaping policy to help
fuels and eliminate the need for carbon credits. the sector reach net zero by 2050.

MAG continues to focus on its goal

to achieve net zero carbon operations
by 2038, which is 12 years ahead of
the UK’s national target.

3IFM Investors owns 35.5% of Manchester Airport Group, along with Manchester City Council (35.5%) and nine other Greater Manchester local authorities (29%).
“https:/www.gov.uk/government/groups/jet-zero-council
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Onsite renewables moving Anglian
Water towards 2030 taget.

CASE STUDY

Anglian Water’s
net zero 2030
routemap

Anglian Water® launched its 2030 zero carbon
routemap in July 2021 which applies to all of its
operational activities (scope 1 and 2 emissions)
and encompasses a commitment to reduce
scope 3 capital carbon (direct emissions from
construction processes) by 70 per cent against a
2010 baseline.

In June 2021, Anglian was the first water
company worldwide to issue a sustainability-
linked bond (SLB). The seven-year £300 million
bond will directly support Anglian’s work towards
meeting its interim carbon targets and was
significantly oversubscribed by investors.®

Anglian’s routemap is based on the specific
needs and challenges of the geographic regions
it serves. These regions are characterised by
strong population growth and vulnerability to the
effects of climate change, which may exacerbate
what is already one of the driest parts of the UK.
The route map is also closely aligned with the UK
water industry’s route map, which was published
in 2020.

The key measures in Anglian’s plan include:’

= Maximising energy efficiency and renewable
energy generation and storage and procuring
green electricity for all remaining grid
requirements;®

= Decarbonising vehicle fleets using electric
equivalents, switching to hydrogen or other
alternative fuels, or transferring to using
Liquefied Natural Gas;

Maximising the value of biogas by upgrading
biogas production to biomethane that can be
exported to the grid, used as transport fuel or
supplied to industry, helping to reduce emissions
in more challenging sectors of the economy;

Managing process emissions by installing
monitoring equipment at selected sites to
improve understanding of the scale and
location of process emissions, which are the
water sector’s most difficult to resolve carbon
challenge.

Opting for alternative fuels by switching 100
per cent of its gas oil demand to hydro treated
vegetable oils (HVOs) and developing a plan

to maximise the use of hydrogen across all its
operations;

Developing an offsetting strategy for residual
emissions, which prioritises in-region offsets with
benefits that go beyond emissions reduction.

SAnglian Water is the largest water company in England, by geographic area. It supplies water and water recycling services to almost seven million people in the East of
England and Hartlepool. [FM Investors owns 19.8% of Anglian Water.

Shttps:/www.anglianwater.co.uk/news/huge-investor-demand-for-anglian-waters-inaugural-net-zero-based-sustainability-linked-bond-a-water-company-world-first/

7https:/www.anglianwater.co.uk/news/anglian-water-announces-routemap-to-reach-net-zero-by-2030/

8Green electricity refers to electricity generated using renewable resources.
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Important Disclosures

The following disclosure applies to this material and any information
provided regarding the information contained in this material. By accepting
this material, you agree to be bound by the following terms and conditions.
The material does not constitute an offer, invitation, solicitation or
recommendation in relation to the subscription, purchase or sale of
securities in any jurisdiction and neither this material nor anythingin it will
form the basis of any contract or commitment. IFM Investors (defined as
IFM Investors Pty Ltd and its affiliates) will have no liability, contingent or
otherwise, to any user of this material or to third parties, or any
responsibility whatsoever, for the correctness, quality,accuracy, timeliness,
pricing, reliability, performance or completeness of the information in this
material. In no event will IFM Investors be liable for any special, indirect,
incidentalor consequentialdamages which may be incurred or experienced
on account of a reader using or relying on the information in this material
even if it has been advised of the possibility of such damages.

Certain statements in this material may constitute “forward looking
statements” or “forecasts” Words such as “expects,” “anticipates,” “plans,”
“believes,” “scheduled,” “estimates” and variations of these words and
similar expressions are intended to identify forward-looking statements,
which include but are not limited to projections of earnings, performance,
and cash flows. These statements involve subjective judgement and
analysis and reflect IFM Investors’ expectations and are subject to
significant uncertainties, risks and contingencies outside the control of
IFM Investors which may cause actual results to vary materially from those
expressed or implied by these forward looking statements. All forward-
looking statements speak only as of the date of this material or, in the case
of any document incorporated by reference, the date of that document. All
subsequent written and oral forward-looking statements attributable to
IFM Investors or any person acting on its behalf are qualified by the
cautionary statements in this section. Readers are cautioned not to rely on
such forward looking statements. The achievement of any or all goals of
any investment that may be described in this material is not guaranteed.
Past performance does not guarantee future results.

Past performance is not a reliable indicator of future results. The value
of investments and the income derived from investments will fluctuate
and can go down as well as up. A loss of principal may occur.

This material may contain information provided by third parties for general
reference or interest. While such third party sources are believed to be
reliable, IFM Investors does not assume any responsibility for the accuracy
or completeness of such information.

This material does not constitute investment, legal, accounting, regulatory,
taxation or other advice and it does not take into account your investment
objectives or legal, accounting, regulatory, taxation or financial situation or
particular needs. You are solely responsible for forming your own opinions
and conclusions on such matters and for making your own independent
assessment of the information in this material. Tax treatment depends on
your individual circumstances and may be subject to change in the future.

This material is confidential and should not be distributed or provided to
any other person without the written consent of IFM Investors.

An infrastructure investment is subject to certain risks including but not
limited to: the burdens of ownership of infrastructure; local, national and
international economic conditions; the supply and demand for services
from and access to infrastructure; the financial condition of users and
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suppliers of infrastructure assets; changes in interest rates and the
availability of funds which may render the purchase, sale or refinancing of
infrastructure assets difficult or impractical; changes in environmental
and planning laws and regulations, and other governmental rules;
environmental claims arising in respect of infrastructure acquired with
undisclosed or unknown environmental problems or as to which
inadequate reserves have been established; changes in energy prices;
changes in fiscal and monetary policies; negative economic developments
that depress travel; uninsured casualties; force majeure acts, terrorist
events, under insured or uninsurable losses; and other factors beyond
reasonable control.

Australia Disclosure

This material is provided to you on the basis that you warrant that you are
a “wholesale client” or a “sophisticated investor” or a “professional
investor” (each as defined in the Corporations Act 2001 (Cth)) to whom a
product disclosure statement is not required to be given under Chapter 6D
or Part 7.9 of the Corporations Act 2001 (Cth). IFM Investors Pty Ltd, ABN 67
107 247 727, AFS Licence No. 284404, CRD No. 162754, SEC File No. 801~
78649.

Netherlands Disclosure

This material is provided to you on the basis that you warrant that you are
a Professional Investor (professionele belegger) within the meaning of
Section 1:1 of the Dutch Financial Supervision Act (Wet op het financieel
toezicht). This material is not intended for and should not be relied on by
any other person. IFM Investors (Netherlands) BV. shall have no liability,
contingent or otherwise, to any user of this material or to third parties, or
any responsibility whatsoever, for the correctness, quality, accuracy,
timeliness, pricing, reliability, performance or completeness of this
material.

United Kingdom Disclosure

This material is provided to you on the basis that you warrant that you fall
within one or more of the exemptionsin the Financial Services and Markets
Act 2000 (“FSMA") [(Financial Promotion) Order 2005] [(Promotion of
Collective Investment Schemes)(Exemptions) Order 2001, or are a
Professional Client for the purposes of FCA rules] and as a consequence
the restrictions on communication of “financial promotions” under FSMA
and FCA rules do not apply to a communication made to you. IFM Investors
(UK) Ltd shall have no liability, contingent or otherwise, to any user of this
material or to third parties, or any responsibility whatsoever, for the
correctness, quality, accuracy, timeliness, pricing, reliability, performance
or completeness of the information in this material.

Switzerland Disclosure

This Information is provided to you on the basis that you warrant you are (i)
a professional client or an institutional client pursuant to the Swiss
Federal Financial Services Act of 15 June 2018 (“FinSA”) and (ii) a qualified
investor pursuant the Swiss Federal Act on Collective Investment Schemes
of 23 June 2006 (“CISA"), for each of (i) and (ii) excluding high-net-worth
individuals or private investment structures established for such high-net
worth individuals (without professional treasury operations) that have
opted out of customer protection under the FinSA and that have elected to
be treated as professional clients and qualified investors under the FinSA
and the CISA, respectively.
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