


Introduction

Investment decisions made at the local level can help remake our energy system
towards a future of resilience and sustainability or pollution and injustice.

The spiralling cost of energy has fuelled a cost of living crisis in the UK. Meanwhile
our energy and financial system continues to contribute to a global climate crisis.
There is no simple fix to these challenges but council pension funds could do much
more to respond and take action.

Local authorities invest nearly £10 billion in the oil, gas and coal industries through
local government pension funds.! These investments are made on behalf of nearly
seven million pension-holders, part of one of the UK’s largest pension schemes.

Investing local pensions in fossil fuels is fuelling climate change and toxic air pollu-
tion, entrenching failing energy systems, fuelling repressive regimes, and contra-
dicting political commitments to tackle climate change. It is also putting members’
pensions in jeopardy as fossil fuel investments now pose a dangerous long-term
financial risk to investors.

There are already far more known fossil fuel reserves than can possibly be burned to
stay within globally agreed targets for limiting global heating yet the industry contin-
ues to explore for more risky sources of fossil fuels.? We need to phase out the use
of fossil fuels, limiting their extraction and production as part of a managed and just
transition.

Institutions, such as local government pension funds, can take practical action by,
over a sensible time frame, moving their direct and indirect investments out of the
fossil fuel industry.



Climate leadership

A 2022 UN report on the climate crisis says that half the world’s population live in
areas that are “highly vulnerable” and millions of people are already facing food and
water shortages. Mass die-offs of species, from trees to corals, are already under
way. The UN Secretary General called the report “an atlas of human suffering and a
damning indictment of failed climate leadership.”

As well as driving the climate crisis, fossil fuels are also harming public health through
their contribution to air pollution: almost one in five deaths in the UK have been linked
to fine particle pollution from road traffic, power generation and other activities that
involve burning petrol, diesel, coal and gas.*

The public are more concerned about climate change than ever before. Research on
the behalf of the Conservative Environmental Network has found that consistently
across age, region and voting behaviour, 70% of the public would view a failure to
tackle climate change and pollution in a post-Covid economy as “a sign that the gov-
ernment has the wrong priorities.”

Local councils are already leading the drive away from fossil fuel pollution by cham-
pioning local renewable energy, improving public transport, and working towards
sustainable, energy efficient housing. Councils can build on these great efforts, as
opposed to undermining them, by divesting from fossil fuels and investing in a better
future. For example:

x Falkirk Pension Fund has invested over £30 million in social housing.®

x Councils in Manchester and London have invested directly in wind farms.”

x Lancashire Pension Fund invested in the UK’s first community-owned solar power
cooperative as well as building student housing in Preston.®

x In London, pension organisations have worked together to launch a fund to invest
hundreds of millions into affordable housing, community regeneration, digital in-
frastructure and clean energy around the city.®

The Law Commission of England and Wales has issued guidance clarifying that



A

“there are no legal or regulatory barriers to social investment” and reminded trustees
bluntly that “it is possible to do well and do good at the same time.”"® The scheme in
Scotland is bound by similar enough legal duties such that the Commission’s legal
advice is highly likely to be applicable."

Money is moving

Fossil fuel divestment is growing in the UK. In 2016 the London Borough of Waltham
Forest became the first council to commit to divestment. Since then, 17 more UK
local government pension funds have made full or partial divestment commitments',
as well as the pension funds of the Welsh Senedd and Northern Ireland Assembly, 93
universities and 80 institutions of faith.’® 360 MPs from across the political spectrum
have also pledged their support to the campaign.™

Globally, 1,550 institutions representing over $40.5 trillion in assets have now com-
mitted to going fossil free including the University of Oxford, New York State, and the
Norwegian Sovereign Wealth Fund.®

Legal and financial concerns

Legal opinions by leading QC barristers show that pension fund trustees who fail to
consider climate risk could be exposing themselves to legal challenge.’®

In 2021, the International Energy Agency (IEA) predicted that global oil demand will
significantly fall by 2030, leading their Executive Director to refer to oil and gas com-
panies as potential “junk investments”."” Action by governments to limit carbon emis-
sions will ultimately leave fossil fuel reserves unburnable. It's been estimated that this
asset bubble, known as the ‘carbon bubble’, may be over €1 trillion in Europe alone.”®

A study by Carbon Tracker found that globally investors have lost US $123 billion by

betting on fossil fuel stocks in the last ten years while renewable energy investments
gained US $77 billion."” By continuing to invest in the fossil fuel industry despite this

evidence, local government pension funds are potentially exposing pension-holders’

savings to considerable losses.



Fossil fuel companies up close

Shell’s plans to go “net-zero” rely on the purchase of more carbon offsets than are
currently available in the entire global market.?° In 2021 a Dutch court instructed
Shell to do more stating that their current actions were consistent with unacceptable
levels of global warming?' while a separate ruling required Shell to compensate vil-
lages in Nigeria for loss of life, illness and destruction caused by their pollution.??

Shell received investment from 73 local government pension funds according to UK
Divest’s research.?®

BP were so heavily involved in Russian oil and gas that they lost $25 billion when
Russia invaded Ukraine.?* An astonishing 50% of BP’s reserves were dependent on
its part-ownership of Rosneft, the Russian state company. BP have still not sold their
stake in Rosneft?® and the company retain close ties with the repressive regime in
Azerbaijan.?¢

BP continues to explore for new reserves despite pledges to reach “net zero” and
spends 96% of its annual capital expenditure on oil and gas.?’ In October 2021,
representatives from the UK Government excluded BP from a formal role at the UN
climate talks in Glasgow saying it was not clear that BP’s climate commitments were
meaningful.?8

UK Divest’s study found that 71 local government pension funds invested in BP.2°



Actions to take

There are a number of local government pension funds across the UK that are

already divesting from fossil fuels and thereby protecting communities from climate

change, ensuring financial security for pension-holders and, in many cases, also

increasing investment in their local areas.

Your council can be next and make a change that will improve our future health and

prosperity, both locally and globally.

For everyone

X

Find out what your local government pension fund invests in using UK Divest’s
interactive tool at divest.org.uk/councils

Connect with local divestment campaigners in your area to see how you can
work together. Visit divest.org.uk/local

For councillors

X

Sign UK Divest’s councillor pledge to commit to working to divest pensions from
fossil fuels: bit.ly/divest-councillor-pledge The pledge reads: “l will do all | can to
ensure the council pension fund ends investment in fossil fuels within the next
five years and invests in a just transition to a zero carbon economy.”

x If you're running as a candidate in this year’s election in England and Northern
Ireland, you can also sign our candidate pledge at: bit.ly/DivestPledge2023.
Click here for other ways of supporting our candidate pledge.

Share this briefing with your council pension committee. You can also find a

webinar explaining it with speakers from the Centre for Local Economic Strategies

and Carbon Tracker at bit.ly/CouncillorWebinar

Propose a motion to full council using UK Divest’s template as a guide. Visit:

divest.org.uk/advice-for-councillors

Get nominated to your council’s pension fund committee and advocate for re-

sponsible and sustainable pension practice.


http://divest.org.uk/councils
http://divest.org.uk/local
http://bit.ly/divest-councillor-pledge
http://bit.ly/DivestPledge2023
https://www.divest.org.uk/elections-2023/
http://bit.ly/CouncillorWebinar
http://divest.org.uk/advice-for-councillors
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