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21 April 2015
Dear Sirs,
 
I am writing to you regarding your consultation on changes to the Investment Regulations following the Law Commission’s report on trustees’ fiduciary duties. 
 
I am a member of the London Pension Fund Authority. I have been in ongoing discussions with the scheme’s management about how my pension money is being invested and how they are taking the risks of climate change into account. In my experience, there are real barriers to members understanding the fiduciary duties of those responsible for managing my money.
 
I welcome the Law Commission’s clarification that fiduciaries are not required to maximise profit in the short-term and that there is scope for trustees to take into account environmental, social and governance issues as well as members’ ethical and quality of life concerns. However in practice it hasn’t influenced pension fund behaviour even in relation to quite “clear-cut” issues like climate change so additional clarification is urgently needed. 
 
Whilst I understand that the regulations under consultation may not be immediately relevant to my pension fund, the LPFA, I do believe that they will set a precedent for all funds. Pension funds should be required to fully explain their policy on how they will address long-term risks when investing in and engaging with companies, including those posed by (i) environmental, social and company governance factors which may be financially material to investment and (ii) “non-financial” factors such as savers’ ethical concerns.  The policy should also address how trustees/officers will seek to consult members, in line with the Law Commission’s recommendations.  As a pension fund member, I would be very interested and reassured to have access to this information.
 
Given the impact that the investments of UK pension funds will have on the world in which I live and will retire, I believe that trustees should be given clear guidance on the type of wider factors that they can take into account. The Investment Regulations should clearly set out the types of factors (financial and non-financial) which trustees should or may take into account. This does not mean rigidly codifying the law, but providing clarity for trustees whilst allowing them to maintain their discretion. 

The alternative is continued confusion and trustees persisting with the type of narrow interpretation of their duties which leads them to look to short-term profit and the negative impact this has on our society and economy.  
 
Yours faithfully,
 
L Warren
Pension Fund member 

