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Introduction

Shareholder 
Advocacy

Sustainability 
Investments

Integrating Climate 
Risk into the 

Investment Process

SCERS believes that it can have a beneficial impact on certain Environmental, 
Social and Governance (ESG) matters consistent with its mission, investment 
beliefs and fiduciary duties

SCERS has pursued an ESG positive action strategy since 2015 with staff 
providing quarterly updates to the Board on its progress

The Board has identified climate change as an ESG priority for SCERS because 
of its criticality to the long-term risk and return of the capital markets

Positive Action Strategy
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Investor Organizations and Initiatives

Primary Focus Environmental Governance
Environmental, Social, 

Governance

Mission

Advance leading investment 
practices, corporate engagement 
strategies and policy solutions to 

build an equitable, sustainable 
global economy and planet

Be the leading voice for effective 
corporate governance practices 

for US companies and strong 
shareholder rights and practices

Understand the investment 
implications of ESG factors and 

support its signatories in 
incorporating these factors into 

their decisions

Membership
North American institutional 

investors
US pensions and other benefit 

funds
Global institutional investors

Network on Climate Risk and Sustainability

SCERS is an active member of three ESG investor organizations that 
provide shared resources and collaboration opportunities on ESG matters

SCERS also participates in investor initiatives such as the Climate Action 
100+ and Climate Majority Project related specifically to climate change
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Shareholder Advocacy

Description

SCERS is an active shareholder employing its available rights to encourage companies to take 
actions that help mitigate climate change, which include increased disclosure, conducting 
climate risk assessments and ensuring robust government regulation

Current Focus

Interact with SCERS-invested managers so that they fully understand the financial impact of 
climate change and support actions that help mitigate climate change through their proxy 
voting and corporate engagement efforts

Engage, alongside other institutional investors, with a limited set of the highest fossil fuel-
emitting companies so that they take necessary action on climate change

Advocate, alongside other institutional investors, for preserving and strengthening shareholder 
rights with regulators, policymakers and other relevant bodies
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The Climate Action 100+ investor initiative released a benchmark 
for evaluating the ambition and action of fossil fuel companies to 
a net-zero transition. The Net-Zero Company Benchmark2

compares company performance against three high-level goals: 
reducing greenhouse gas emissions, improving governance and 
strengthening climate-related financial disclosures.

Shareholder Advocacy

Quarterly Activity

1 https://curexxon.org/wp-content/uploads/2021/05/CURErecommendations_20210505_fin.pdf
2 https://www.climateaction100.org/progress/net-zero-company-benchmark/

The Coalition United for a Responsible Exxon (CURE), of which 
SCERS is a member, published a report detailing several 
recommendations that Exxon should take to improve its financial 
performance. The key recommendations were to strengthen 
governance to avoid repeating past mistakes and establishing and 
disclosing a plan in line with the Paris Agreement to prepare for the 
energy transition. 

https://curexxon.org/wp-content/uploads/2021/05/CURErecommendations_20210505_fin.pdf
https://www.climateaction100.org/progress/net-zero-company-benchmark/
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Shareholder Advocacy

Quarterly Activity

1 https://www.ussif.org//Files/Public_Policy/Investor%20sign-
on%20letter%20urging%20Congressional%20Review%20Act%20disapproval%20of%20the%20SEC's%20Rule%2014a-8%20amendments.pdf

SCERS joined other institutional investors in a letter to Congress 
that urged the use of the Congressional Review Act to overturn a 
Securities and Exchange Committee (SEC) rule that makes it more 
difficult for investors to submit shareholder resolutions1. The rule 
was put in place in the waning days of the Trump administration 
and has the potential to increase the power of management at the 
expense of shareholders. 

https://www.ussif.org/Files/Public_Policy/Investor%20sign-on%20letter%20urging%20Congressional%20Review%20Act%20disapproval%20of%20the%20SEC's%20Rule%2014a-8%20amendments.pdf
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Sustainability Investments

Description

Proactively evaluate investments that are expected to help address climate change, such as 
renewable energy infrastructure, and selectively make such investments if economically 
equivalent or superior to other available investments in the same category

Current Focus

Commit additional capital to the Infrastructure asset class to achieve its target weight (4%) by 
investing in diversified managers who preferably have experience and capabilities in the 
renewable energy sector

Monitor investments in green bonds by SCERS-invested managers and continue evaluating 
other sustainability investments

No Updates during the Quarter
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Integrating Climate Risk into the Investment Process

Description

Consider climate change as a risk alongside macroeconomic, geopolitical and other risks when 
making investment decisions, while also acknowledging that SCERS must take risk in order to 
generate the high return that it seeks

Current Focus

Understand and assess how SCERS’s managers are integrating ESG considerations into their 
investment processes in comparison to best practices

Continue working with NEPC to enhance the climate change scenario analysis methodology 
that was incorporated into the 2019 asset-liability study
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BlackRock, a SCERS-invested manager, published a paper 
introducing their development of climate-aware capital market 
assumptions. These assumptions can be used in strategic asset 
allocation decision-making and replace their prior methodology 
that had not directly incorporated climate change. The 
development of climate-aware capital market assumptions can 
complement NEPC’s climate scenario analysis methodology that 
was incorporated in SCERS’s 2019 asset-liability study.

Integrating Climate Risk into the Investment Process

Integrating Climate Risk into the Investment Process

1 https://www.blackrock.com/corporate/literature/whitepaper/climate-aware-investing.pdf

https://www.blackrock.com/corporate/literature/whitepaper/climate-aware-investing.pdf
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Staff Activity and Informational Items

Jason Malinowski will be participating on a panel at the Pensions & 
Investments’ ESG Investing Virtual Series on May 17th. The panel 
entitled “Investing for Climate” will focus on engagement and 
collaboration opportunities related to climate change and tools 
and data that can be used to evaluate climate risks.

FundFire, a Financial Times publication, published an article that 
covered the effort by several mayors to push their city’s pension 
funds to divest from fossil fuel companies. SCERS is discussed in 
the article, which can be found in full in the Appendix.
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Fossil fuel company allocation

SCERS Ownership Account Type
Exposure
($ million)

% of SCERS 
Total Portfolio

Direct Separate Account $24.3 0.7%

Indirect Commingled Fund $37.3 1.1%

Total $61.6 1.7%

SCERS Public Equity Allocation to Fossil Fuel Companies
As of December 31, 2020

Source: Bloomberg, Fossil Free Indexes, SCERS calculation; excludes overlay program, transition holdings

Note: Fossil Fuel companies as defined by the Carbon Underground 200, a list generated by Fossil Free Indices of the top 100 public coal companies globally 
and the top 100 public oil and gas companies globally ranked by the potential carbon emissions content of their proven reserves; Carbon Underground 200 
constituents as of July 2016










