[bookmark: _GoBack][image: ][image: ]








Department for Work and Pensions consultation. “Taking action on climate risk: improving governance and reporting by occupational pension schemes” 

UNISON is the UK’s largest union, serving more than 1.3 million members. We represent full-time and part-time staff who provide public services, although they may be employed in both the public and private sectors. 

We hold the vice-chair in England and Wales and the joint chair in Scotland of the scheme advisory boards with the local government pension schemes. The Environment Agency within the LGPS has a well-developed policy on climate action.

We have trustees and members in the Energy and Water company pension funds as well as members in the Community and Voluntary Sector and Private Contractors. 

UNISON is generally supportive of the government’s strategy to improve the reporting to scheme members, and others, by their pension funds on climate risk. Our members are committed to seek changes to their involvement in climate risk.

Climate change will have a significant impact on pension schemes’ assets and returns for scheme members, both through the risks of a warmer planet, and the transition to a lower carbon economy. We note that investment by pension funds in fossil fuel extraction is contributing to the continued exploitation of carbon reserves which is the major factor in the human contribution to global warming and contrary to the aims of moving to a low carbon economy. 

In order to ensure a Just Transition for these workers and communities government action is required to develop alternative industries and employment. Climate change is the most pressing threat facing the planet and threatens the delivery of long-term returns undermining the ability of people to live in a stable and prosperous economy. 

Pension funds with fiduciary duties that extend across the long-term will be forced to confront the economic, social and environmental effects of the transition and the physical impacts of climate change. Pension funds must manage major environmental and social changes in a manner to ensure the delivery of both long-term investment returns and a world in which these returns are made meaningful. 

The investments managed by them and by fund managers represent beneficiaries for whom the transition will have powerful effects, both positive and negative. Pension funds have an obligation to favour the former and minimise the latter. 

Understood through this process, the Just Transition represents a reinvigoration of fiduciary duty, rejecting short-termism in favour of a longer-term approach to investment. We believe the interest beneficiaries seek are fundamental to responsible investment, resting on the building blocks of the duties of loyalty and prudence. 

As part of this, fiduciaries will need to understand and consider the interests and sustainability preferences of scheme members as they relate to the environmental and social dimensions of climate risk. The Just Transition provides a lens through which trustees can identify new investment opportunities and develop investment products that connect environmental and social goals. 

These opportunities extend across all asset classes – cash, listed equity and fixed income as well as private equity, real estate and infrastructure – and include green bonds, low-carbon indices, sustainable infrastructure and green buildings. This presents an opening challenge for pension funds to take a real part in the management of the economy through the investments they make for climate change. 

We are therefore supportive of the principles set out in the legislation and believe it is right and proper that those trusted with managing pensions funds and the assets within them have full oversight of the environmental risks and the reporting of these and can take the appropriate actions to deliver on their fiduciary duties. 

Yours sincerely
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Dave Prentis
General Secretary
UNISON
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