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Climate Stewardship Plan

This Climate Stewardship Plan (“Plan”) sets out the steps UPP
will take in 2023-2025 to realize the stewardship commitments
of our Climate Action Plan, address the risks associated with

climate change, and encourage the transition to a more

resilient world with net-zero GHG emissions.

In our Climate Action Plan, we established a bold set of
climate-related commitments acknowledging that our
ability to deliver adequate investment returns for our
members’ pensions depends on a stable climate, and that
UPP has a role in ensuring the stability of the climate.
Stewardship is central to achieving these commitments.

At UPP, we conduct climate-related stewardship through:
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Engagement: engaging with companies in our
portfolio and our external investment managers
through direct and collaborative dialogue to
support their transition to a resilient, low-carbon,
and net-zero business strategy.

Proxy voting: using our shareholder rights to vote
for initiatives that support the net-zero transition
and elect boards that provide adequate oversight
of climate-related risks and opportunities.

Advocacy: advocating for policies and regulations
consistent with the goals of the Paris Agreement,
including mandatory climate and transition plans.

We collaborate with like-minded partners that share our
climate goals, and with our external asset managers, to
enhance the impact of our stewardship.
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WHAT IS STEWARDSHIP?

“Also known as ‘active
ownership’, stewardship is the
use of influence by institutional
investors to maximise overall
long-term value including the
value of common economic,
social and environmental assets,
on which returns and clients’
and beneficiaries’ interests
depend.”

— UN Principles for Responsible
Investment



https://myupp.ca/investments/responsible-investing/climate-action-plan/
https://unfccc.int/process-and-meetings/the-paris-agreement

Opportunities for climate-related stewardship
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Proxy voting Engagement Advocacy
Use voting rights to hold Engage in outcome-focused Participate in direct and
publicly-traded companies discussions with portfolio companies collective advocacy with
accountable on Environmental, and external managers about regulators to encourage d
Social, and Governance (ESG) issues. systemic risks like climate change. transition to a net-zero world.

Collaboration: work with investors and organizations to enhance the
impact of our engagement and advocacy, including our efforts to
advance industry practices.
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Investee companies Regulators and External investment
policymakers managers
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Measures of success

While no single institution can claim success when a company, policy maker, or investor
takes concrete steps to address climate-related systemic risks, we will measure the
success of UPP’s contributions by assessing progress on indicators such as:

« Following engagement by UPP, high climate-impact companies reduce their emissions
in line with credible pathways, and proactively manage their transition to net zero by
2050.

- After UPP’s advocacy, regulators implement policy tools to support management of
climate risks and opportunities.

« UPP’s external managers exercise proxy voting, company engagement, or advocacy in
support of climate transition, following our dialogue with them.
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Commitments

,‘ Engagement

We have selected 27 companies across three categories as the focus of our engagement
activities: banks as important allocators of capital that will shape climate transition, high-emitting
Canadian companies where UPP engagement can add value, and oil companies with an outsized
impact on UPP’s carbon footprint. When selecting companies we considered:

« company size and weight in UPP’s investments,

e opportunities for engagement,

e materiality of the companies to UPP’s carbon footprint,

« importance of the companies to real economy climate transition, and
« availability of metrics and data to measure progress.

Our engagement goals and approaches for each of the three company categories are outlined
below.

Banks - allocators of capital that shape climate transition

Godals

1. Set and disclose interim and long-term targets for reducing financed and facilitated
emissions, consistent with a 1.5°C pathway.

2. Disclose exposure to high-emissions sectors.

3. Set and disclose against targets to scale up finance towards climate solutions and
1.5°C aligned assets.

Engagement approach

UPP will participate in collaborative engagement with the banks through the Institutional
Investors Group on Climate Change (IIGCC) and through our engagement service

provider, SHARE. We will assess progress annually based on results of the Transition
Pathways Initiative Net Zero Banking Assessment report, company disclosures, and SHARE
engagement reporting.
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https://www.iigcc.org/
https://www.iigcc.org/
http://share.ca
https://www.transitionpathwayinitiative.org/banks

High-emitting Canadian companies

Godals

1. Set and disclose long-term and interim science based GHG reduction targets covering
at least 95% of Scope 1 and 2 emissions (direct operations and purchased energy)
and material Scope 3 emissions (indirect from upstream and downstream value
chains).

2. Establish a decarbonization strategy/transition plan that explains how the company
intends to meet these GHG reduction targets.

Engagement approach

UPP will engage with the companies through Climate Engagement Canada (CEC) and
SHARE. We will assess progress annually based on results of the CEC Net Zero Benchmark,
information from our external managers, company disclosures, and SHARE engagement
reporting.

Oil companies with outsized carbon footprint impact

Godals

1. Set and disclose long-term and interim GHG reduction targets covering at least 95%
of Scope 1and 2 emissions (direct operations and purchased energy) and material
Scope 3 emissions (indirect from upstream and downstream value chains).

2. Establish a decarbonization strategy/transition plan that explains how the company
intends to meet these GHG reduction targets.

3. Commit to conduct direct and trade association policy advocacy in line with the goals
of the Paris Agreement and provide disclosure to demonstrate alignment.

Engagement approach
We will conduct bilateral engagement with the companies through targeted written
requests for information about their alignment to the Climate Action 100+ Net Zero

Benchmark or the CEC Net Zero Benchmark. We will evaluate the responses we receive,
and refine UPP’s position on ongoing investment in these companies as appropriate.
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https://climateengagement.ca/
https://climateengagement.ca/cec-net-zero-benchmark/
https://www.climateaction100.org/net-zero-company-benchmark/
https://www.climateaction100.org/net-zero-company-benchmark/
https://climateengagement.ca/cec-net-zero-benchmark/

Proxy voting

As a shareholder in publicly traded companies, we use our voting rights to communicate
expectations and hold companies accountable on governance issues, including those related to
climate change.

Our Proxy Voting Policy states our positions and expectations of companies in the form of
guidelines on important ballot issues focused on enhancing the long-term economic interests of
shareholders. Our votes are publicly disclosed on our proxy voting page.

Goals
Through the proxy voting-related actions in this Plan, we seek to:

1. Focus our votes on climate performance in addition to disclosure.
2. Amplify the impact of our votes through communication.

Action plan

2023: Initiate votes against directors

- Vote against all incumbent directors where there appears to be little to no board oversight of
climate-related issues.

«  Write to Canadian companies when we vote against management recommendations for
climate-related reasons.

» Propose revisions to our guidelines and process to enable voting against directors on
inadequate evidence of climate action.

2024: Escalate with strengthened guidelines

» Share updated proxy voting guidelines with all external managers.

- Execute votes in accordance with the revised guidelines.

»  Write to climate engagement focus companies and Canadian companies when we vote against
management recommendation for climate-related reasons.

- Consider revisions to our guidelines to integrate climate-related expectations on other
ballot items such as auditor appointment, advisory votes on compensation, and corporate
transactions.

2025: Communicate votes to amplify impact

« Systematically highlight our climate-related vote guidelines to external managers.

- Execute votes in accordance with the revised guidelines.

e Pre-declare votes for one or more climate-related ballot item.

« Write to climate engagement focus companies, Canadian companies, and select international
companies when we vote against management recommendation for climate-related reasons.

« Consider further refinement of our guidelines and approach.
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https://myupp.ca/wp-content/uploads/2023/01/UPP-proxy-voting-policy.pdf
https://myupp.ca/investments/responsible-investing/proxy-voting/

wgl| Policy advocacy

We believe that UPP has a duty to advocate for effective rules and regulations on behalf of our
members for the good of the fund and for the good of the economic, social, and environmental
systems on which long-term fund performance relies.

Effectively managing a systemic issue like climate change requires market regulation to facilitate
and incentivize behaviour consistent with addressing the challenge. UPP selectively communicates
with regulators and policymakers—either independently or with like-minded peers—to encourage
fair and efficient public policy, government regulations, and market systems that support a well-
managed transition to a net-zero world and UPP’s broader sustainability objectives.

Godals
Through our climate policy advocacy, we aim to:

1. Contribute to establishment of mandatory standardized, economy-wide disclosure of scope 1,
2 and material scope 3 emissions, and transition plans from all medium and large enterprises.

2. Support policy advancing the alignment of activity in the real economy with a 1.5 degrees
scenario.

Advocacy approach

We will advocate for the regulatory interventions necessary to ensure near complete coverage of
Canada’s economy with climate-related financial disclosures. UPP will also support development
of a Canadian green and transition taxonomy and the domestic adoption of the International
Sustainability Standards Board standards. Where capacity permits UPP will support industrial
policy that facilitates real economy transition and express concern with policies that are
misaligned. In doing so UPP will refrain from partisanship or statements that could be perceived as
partisan.

UPP will prioritize advocacy on policy issues in Canada. However, we will monitor and from time to
time may provide input to international regulatory frameworks and standards where we believe
that our voice will have meaningful impact, including by actively participating in collaborative
investor action networks and initiatives.
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https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/

https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/

https://myupp.ca/investments/how-we-invest/partners-and-associations/
https://myupp.ca/investments/how-we-invest/partners-and-associations/
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