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#1

Introduction to ATP Lifelong
Pension




Our vision

We are here to ensure basic financial
security for all of Denmark — simply
and efficiently.

We strive to always be a trusted and
relevant organisation for all Danes.

el
Py




ATP — an organisation of its own

Founded by law ATP is a self- Managed by the Works on behalf of all
in 1964 governing institution social partners of Denmark
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One ATP - two business areas

1/3-2022  ESG integration in the investment process

atp



atp=
ATP’s fundamental role in the Danish pension system

Pillar 3:
Individual flexibility
Voluntary savings-based scheme Individual
pension
Pillar 2:
Reasonable cover ratio Labour market pension

Agreement-based savings schemes

ilar 1 ATP (savings-based)

|

|

|

P

' Basic security : :
' Universal and statutory Public pensions (funded through
| taxes)

|
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The societal importance of ATP Livslang (lifelong) Pension

Tax on pension savings returns:
Approx. DKK 100bn
in the past 10 years

We invest responsibly and set
standards in fields such as tax

Dialogue partner for
listed companies

ATP is a major investor
in the market, with just under half
of its portfolio invested in DK

Danish equities
(e.g. infrastructure)
can be placed in ATP

The ATP pension amounts to 15-25 per
cent of pension income for the 10 per
cent who rely most on pension income

1/3-2022  ESG integration in the investment process
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ATP pays out approx.
DKK 17bn in pensions annually

ATP’s contribution history
forms the basis for the
administration of several benefits

40 per cent of pensioners only have
public pensions or ATP.
For just under half of pensioners,
ATP payments >= payments from pillars 2 & 3

52 per cent of current pensioners
are in the remainder group

90 per cent of 18 to 64-year-olds
make annual contributions to ATP,
while 65 per cent make contributions
to a labour market pension

ATP Livslang Pension (Lifelong Pension)
ensures that essentially every Dane builds
up savings, thereby getting a share of an
investment return



ATP’s two portfolios
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Overview of life annuity with market exposure

60 %
>

Annual 20 %
Contribution

20 %

Interest Rate
Contribution

Market
Contribution

Bonus
Contribution

Savings periods
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80 %

20 %

I »

| "

Conversion Period
(15 years prior to retirement)

Retirement

\ 4

The purpose of life annuity with market exposure is
to create an expected additional return component
and contribute to higher pensions.

The product has features similar to life-cycle
products from the Danish pension-sector, i.e. where
the risk is reduced as members approach
retirement.

The guaranteed contribution will be split into a
market contribution and an interest rate contribution.
The market contribution is invested together with the
investment portfolio. Longevity is guaranteed during
the entire savings phase; however, returns are not.

The product is gradually converted to the
guaranteed life annuity from 15 years prior to
retirement. Hence at the retirement age, the whole
pension is fully guaranteed.
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How ATP Integrates
sustainability in the
Investment process




The framework for sustainability in ATP
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ESG integration in the investment process

ATP-law

ATP aims at protecting the purchasing power of the pension benefits through a high risk-adjusted return
— but with a room for incorporating sustainability concerns.

ATP’s Supervisory Board

Sets the strategy, policies & guidelines and thereby ensures that ATP incorporates society,
active ownership and tax into the investments.

The Supervisory Board decides on sector exclusions.

ATP’s Group Management Team and Committee for
responsibility

Implement the investment strategy and adhere to policies & guidelines from the
Supervisory Board. Considers potential exclusion of individual companies.

Investment and Risk Management

Integrates ESG in the investment process — including active ownership,
tax, opportunity- and risk identification.

12



Implementation of financial regulation...

Regulation

Prudent Person: standard for investing

Impact on ATP Benchmark reform: phasing-out of discretionary
reference-rates

Initial margin: stricter collateral requirements in
OTC-derivatives

e 0X

SFDR: disclosure of ESG-information

Significant
Impact on ATP

Taxonomy: classification of sustainable investments

Market Abuse: extend controls aimed at preventing
market abuse

SFTR: reporting of securities financing transactions

IFRS 17: new financial reporting principles
CSDR: improvement of resolution procedures
GDPR: protection of personal data

. Large implementation (project)
Small implementering (development task)
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ATP’s approach to sustainability and ESG

ATP’s impact on society The ESG transformation

s,

company

[STa[a]

[as[a]

[afs[s]
[1

We invest in the transition towards a greener society...
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ATP’s ESG-activities have a broad span

ATP Group The ATP Group The ATP Group
Responsibility The UN Sustainable Tax
— Development Goals

The ATP Group The ATP Group The ATP Group

Climate | ESG in llliquid Assets
RSt S

Stewardship

Part of ATP's Social Responsibility

The ATP Group

The ATP Group

... focus is on effect and transparency in the ESG-effort
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ATP’s ESG strategy is rooted in four fundamental and
overall principles

ESG as an investment belief

Effective integration of ESG is achieved through strong
processes tailored to concrete investment processes

True ESG integration requires building and developing the
investment organizations ESG competencies

Preference for active capital ownership

1/3-2022  ESG integration in the investment process 16



ATP’s green ambitions

1/3-2022

2025 2030 2050

DKK 100 bn
green

DKK 200 bn
green

Net-Zero CO,

CONDITIONS FOR CLIMATE AMBITIONS (CF. INSURANCE & PENSION DENMARK)

MARKET CONDITIONS
That there are sufficient green investments and that they create a good return.

COMPANY-SPECIFIC CONDITIONS
That the development in pension contributions continue in the expected scope and that the guaranteed pensions do not
force the companies to change investment allocation.

POLITICAL CONDITIONS
That socio-economic framework conditions continue to support the green transition, making green investments
relatively attractive and les risky

ESG integration in the investment process

atp

17



H3

Examples




ATP’s approach to green bonds

*Recommendations on
transparency in processes
and reporting for issuers

*Broad categories for what
can be financed

Green Bond
Principles

*Our check-list where

L etter Of we check the GB
framework and second

Trust opinion against ATP’s
requirements

MetriC *We can better compare
issuers

*Used in our dialogue with
issuers
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Green corporate bonds differ in a key aspect

SSA Corporate

Project
=

Project

We are therefore more accountable for the activity of
the issuer...
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Green corporate bonds

We are screening each individual issuer

Reporting on
ESG emissions and

Strategy for Passed on to

sustainability?

ordinary
screening

controversies? climate
ambitions?

_______________________________________________________________

~ Green Asset Wallet: Ongoing work

\ Total issue volume

N

’
1
1
I
1
1
Th e p ro CeS S 1 Use Of Proceeds 173411429000 EUR  See currency breakdown
: Energy efficiency (O Green buildings ©
I 2 of 6 issuers (33%) 1 of 6 issuers (17%) Renewable eneray
spent
- . . We send the DI an ue Terrestrial and aquatic biodiversity Renewable energy (O Capacity of energy generation of plant
Vi receive list approved Liquid Markets We send the 9 conservation & 6 of 6 issuers (100%) 52 MW
from Liquid hp N portfolio to and Impact
names to select and buy . 1 of G issuers (17%)
Markets el v ks GAW Reportmg Annual renewable energy generation
g : Climate change adaptation O Clean transportation (& 634 MWh
1 1 of 6 issuers (179%) 2 of 6 issuers (33%)
1 Annual GHG emissions reduced/avoided
: 53t CO2e
\
\
\
N
~

N e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e -
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ESG-survey, benchmarking og reporting

Annual survey with 110 questions within E, S and G as well as 10 extra SFDR-guestions. Both

yeS/r ENV  Peer groups comparison Footprint Progress
E+} Renewable Energy
RepOI Energy Intensity 2020 2019 L
Energpy Consumption, MWh: 48.658 50 v ﬁ
e / Intensity, KWh/mSEK:  238.457 245 23% ' el
i
I Renewable: 77,0% 100,0%
Average [sample): 26,1% 23,5%
* £ Median (sample): 6,9% 8,0% —
C 2020 Sample Listed Sample Ind. Group avg. (listed):  13,7% 11,0% == 2
Average Average Median 2019 A 2020 FnL R
* Al airecty Oownea coImparnies receive — ] =8 9 T =z
suggested action points | == EF

« Fonds not participating are provided a |
benchmark report and a statistical report |
Chart: Company-specific report with benchmarking

against portfolios and listed companies
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Integrating ESG data as leading indicator for green
transition improves return and environmental impact

Utilities under pressure in green
transition

* small but important part of portfolio
*  big part of portfolio carbon footprint

» GHG intensity is key to picking the

winners within utilities

1/3-2022

ESG integration in the investment process

.,-% -

Pick green utilities or utilities going Combining ESG and GHG emission
green? data and thorough research we have
established that systematically picking
Implications for the return and the utilities going green is possible and a
environment? better strategy both in terms of returns
and expected impact on global GHG
emission
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Annualized return from
long/short strategies formed
on score and intensity

We test to strategies in a back-
test:

1. “Transition Strategy”:
Buy the best scoring companies

and sell the worst scoring
companies

2. “CO, Strategy”:
Buy the already most carbon

efficient companies and sell the
least carbon efficient companies

Investing in utilities going green is a better
strategy than investing in already green utilities

Comparison of two investment strategies
4%
2,9%

2% Transition

Strategy

0%

Annualized return

-2%

-4% -3,6%
® Long the best utilities measured on score / Short the worst
® Long the utilities with the lowest GHG intensity / Short the ones with the highest

* Data period : 2013-2019. Strategies are scaled to 10% annual volatility
23



DONG/Qrsted example: ESG scoring and subsequent

development

Scoring identified change in
management focus beginning
2016...

ESG score
N

ESG score

1

0
2014 2016 2017 2018 2020
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... where after we saw
significant change in energy
mix..

Energy mix (%)

100
90
80
70
60
50
40
30
20
10

Coal

Petroleum Power Wind Power

Solar Power

H Biomass Power

Natural Gas

2015

2016

2017

2018

... and GHG intensity

ESG score

1

0
2014

ESG score
GHGlIntensity

2016

2017 2018

2020

atp=

450

400

350

300

250

200

150

100

50

GHG intensity
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ATP has reduced CO, emissions markedly but what

does it tell us?

Annual CO,-emmision from ATP’s portfolio of stocks

Ton CO, pr. DKK
mio. invested

25

20
50% reduction since 2018

15

10

[$)]

2018 2019 2020

B ATP's Nordic equity portfolio B ATP's Global equity portfolio

The carbon footprint form a portfolio mainly

reflects the sector exposure

WHAT COMPANIES HAVE THE HIGHEST CO, EMISSIONS?

Utiities |
Eneroy
Matercls. |
Real Estate I
Consumer Staples [
Industrials [
Heath Care [
IT
Communication
Financials | |
0 200 400 600 800 1000 1200
Tonnes CO2-equivalents per $1 million revenue

ATP prefers to achieve real reductions through active capital ownership
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Dilemma: EU Taxonomy versus CO,

I\ ROCKWOOL

Estimated Alignment* (% of rev.)

100%
100%
90%
I G320
I 359
0%
0% 20% 40% 60% 80% 100%

Estimates from data suppliers and banks

Rockwool are expected to get a high score
on the alignment with the EU taxonomy
.... but is a very CO, intensive company!
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Orsted

Estimated Alignment* (% of rev.)

94%
66%
58%
I 559
I 43%
B 13%
0% 20% 40% 60% 80% 100%

Estimates from data suppliers and banks

@rsted has a great share of business
activies that are not part of the taxonomy
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