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How social, environmental or corporate governance considerations are taken 
into account in the selection, non-selection, retention and realisation of 
investments 

The Fund invests on the basis of financial risk and return, having considered a 
full range of factors, including environmental, social, and corporate governance 
(ESG) factors where these present financial risks to the delivery of portfolio 
objectives and therefore impact on the sustainability of the Fund’s returns.  

The Fund therefore requires its investment managers to integrate all material 
financial factors, including ESG considerations, into their investment analysis 

and decision-making for all fund investments.  

The Fund’s Investment Managers (and specifically the London Collective 
Investment Vehicle through which the Fund will increasingly invest) are also 
expected to undertake appropriate monitoring of current investments with regard 
to their policies and practices on all issues which could present a material 
financial risk to the long-term performance of the fund, including ESG factors. 
The Fund monitors this activity on an ongoing basis with the aim of maximising 

its impact and effectiveness.  

Where appropriate, the Committee considers how it wishes to approach specific 
ESG factors in the context of its role in asset allocation and investment strategy 
setting. Taking into account the ratification in October 2016 of the Paris 
Agreement, the Committee considers that significant exposure to fossil fuel 
reserves within the Fund’s portfolio could pose a material financial risk. In summer 
2016, Trucost were commissioned to produce a Carbon Risk Audit for the Fund, 
quantifying the Fund’s exposure through its equity portfolio to fossil fuel reserves 
and power generation and where the greatest risks lie.  
 
Having taken into account the risks associated with exposure to fossil fuel 
reserves, the Committee has approved a target to: 

 Reduce the Fund’s relative exposure to future emissions from fossil fuel 
reserves (measured in MtCO2e – million tonnes of CO2 emissions) by 50% 
over 2 valuation cycles (6 years) 

 Measure the reduction relative to the Fund’s position as at July 2016 
(7.11MtCO2e) and adjusted for Assets Under Management (£AUM) 

 
The target will be periodically reviewed to ensure that it remains consistent with 
the risks associated with investment in carbon assets and with the Committee’s 
fiduciary duties. 
 

The Committee considers exposure to carbon risk in the context of its role in 
asset allocation and investment strategy setting. Consideration has therefore 
been given in setting the Fund’s Investment Strategy to how this objective can 
be achieved within a pooled investment structure and the Committee, having 
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taken professional advice, will work with the London CIV to ensure that suitable 

strategies are made available.  

Where necessary, the Fund will also engage with its Investment Managers or the 
London CIV to address specific areas of carbon risk. The Fund expects its 
investment managers to integrate financially material ESG factors into their 
investment analysis and decision making and may engage with managers and 
the London CIV to ensure that the strategies it invests in remain appropriate for 
its needs. However, the Fund does not at this time operate a blanket exclusion 

policy in respect of specific sectors or companies.  

At the present time the Committee does not take into account non-financial 
factors when selecting, retaining, or realising its investments. The Committee 
reviews its approach to non-financial factors periodically, taking into account 
relevant legislation and the Law Commission’s guidance on when such factors 
may be considered. Additionally, the Committee monitors legislative and other 
developments with regards to this subject and will review its approach in the 

event of material changes. 

The Fund does not exclude investments in order to pursue boycotts, divestment 
and sanctions against foreign nations and UK defence industries, other than 
where formal legal sanctions, embargoes and restrictions have been put in place 

by the Government.  

The Fund does not at the time of preparing this statement hold any assets which 
it deems to be social investments; however, this ISS places no specific 
restrictions on the Fund in respect of such investments beyond those of 
suitability within the Investment Strategy as a whole and compatibility with the 
Committee’s fiduciary duties. In considering any such investment in the future, 
the Committee will have regard to the Guidance issued by the Secretary of State 

and to the Law Commission’s guidance on financial and non-financial factors.  

 


