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CONSULTATION ON INVESTMENT STRATEGY STATEMENT AND RESPONSIBLE 
INVESTMENT POLICY IN FEBRUARY/MARCH 2020 – FULL DETAILS 
 
RESPONDENT 1 
 

I am now retired. I only get a small proportion of my income from my pension as a 
former Cheshire CC employee. However it distresses me that while all my other 
investments and banking is Ethical; that of CCC is not - I have been shocked by 
some of the revelations that have come out about the sources of income. 
 
Referring to your Document Cheshire Pension Fund Investment Strategy Statement 
2020 Draft for Consultation  
 
POINT 1 
 
2.3 The investment objective is therefore to maximise returns  
 
Consultee comment - I should like the objective to have an ethical impact and use 
the wealth as a force for good, particularly in view of the recognition of a climate 
crisis. 
 
RESPONSE 1 
 
The investment objective has been set with a focus on keeping the cost of the 
scheme sustainable and affordable for employers and employees. However, we 
believe the proper assessment of Environmental, Social and Corporate Governance 
(“ESG”) factors is fundamental to the successful delivery of our investment objective. 
 
The Fund is of the view that ethical investment is different to an approach which 
takes into account ESG factors; as set out in 2.2 of the Responsible Investment 
policy we understand ‘ethical’ investing to involve an approach in which the personal 
values or moral beliefs of an organisation or its key decision makers takes primacy 
over its investment considerations. The Fund is of the opinion that giving primacy to 
personal ethical concerns would not be compatible with its responsibilities as set out 
in the Local Government Pension Scheme (Management and Investment of Funds) 
Regulations 2016. The requirements of these regulations are perhaps best 
summarised in the guidance issued by the Local Government Pension Scheme 
Advisory Board (SAB) which stated: 
 
The administering authority’s power of investment must be exercised for investment 
purposes, and not for any wider purposes. Investment decisions must therefore be 
directed towards achieving a wide variety of suitable investments, and to what is best 
for the financial position of the fund  
 
Nevertheless , the ISS and RI Policy provides a framework for the Fund to make 
positive decisions based on ESG factors including some of those listed in this 
response.  For example, the Fund recently took a decision to invest in one third of its 
equity portfolio a new Climate Factor Fund which tilts funding away from companies 



 
 
 
 
 

                         
with high carbon emissions and towards those generating green revenues. In 
addition, one of the Fund’s largest individual company shareholdings is in Tesla, 
which is the world’s leading producer of electric cars and a pioneer in battery storage 
technology.   
 

POINT 2 
 
2.4 Environmental, Social and Governance are important factors for the selection 
and sustainability of investment returns over the long term.  
 
Consultee comment - I agree 
 
RESPONSE 2 
 
Thank you – this comment has been noted. 
 
POINT 3 
 
3.4 Following a review of the current groupings of employers, the Fund has re-
organised the employers into the following groups: •Open Employers• Academies• 
Exiting/Closed Employers• Exited Employers 
 
Consultee comment - I don't understand why? 
 
RESPONSE 3 
 
Para. 3.3 of the Investment Strategy Statement explains the background to this 
decision, the key text is copied below: 
 

In order that the Fund delivers on its key objectives (ensuring that it takes the 
appropriate level of investment risk, giving each employer the best opportunity 
possible to achieve its long term funding objective whilst keeping contributions 
affordable), the Fund has over the past six years divided employers into four 
separate groups and operated a distinct investment strategy for each group. 
This approach was taken to recognise the different characteristics, cash flows, 
maturity of liabilities and funding levels of different employers.  
 
Since the initial allocation of employers to these four different investment 
strategies was made in 2013, and subsequently re-affirmed in 2016, a number 
of significant changes have happened and this has necessitated a 
fundamental re-organisation of employers into new groupings.  

 
A number of factors underpin this decision but perhaps the most important are:    

 
• The funding position of Cheshire East Council and its linked employers has 

rapidly improved to such an extent that its funding position (the extent to 
which it holds sufficient assets to pay pension promises already made) is 



 
 
 
 
 

                         
broadly similar to the other Councils in the Fund. Therefore, it is no longer 
necessary for Cheshire East Council to have its own bespoke investment 
strategy with a specified aim of closing the funding gap with the other 
Councils.  

• The number of academies (schools who have left local authority control) has 
increased from 92 at the 2016 valuation to 151 in 2019. In addition, the link 
between academies and their ceding local authority now no longer exists and 
academies are completely separate from local authorities. Therefore, the 
Fund has decided that Academies should form a discrete employer group.  

 
The Fund believes the configuration of employers into the four new groups will 
ensure they are all given the best chance of meeting their funding objectives over the 
long term.    
 
POINT 4 
 
Climate Change Risk 4.16 In its revised Responsible Investment policy, the Fund 
acknowledges that there may be a significant risk from climate change  
 
Consultee comment - so again an argument for investing ethically: ie in ways that 
don't damage the environment and so are likely to be less likely to perform badly (ie 
NOT in fossil fuels aeroplanes tobacco etc) 
 
RESPONSE 4 
 
The Fund’s policy in respect of managing the risk from climate change is described 
in section 9 of its Draft Responsible Investment policy: 
 
The Fund recognises that, in addition to the wider impacts of climate change,   
owning investment assets with a significant exposure to fossil fuels, poses a 
particular potential investment risk in that markets may re-price fossil fuel assets in 
response to growing public concerns over climate change and the response of policy 
makers to this concern.  

 
It is impossible to predict the timing or quantum of any market re-pricing. Given this, 
the Fund believes it is sensible to adopt a precautionary approach to climate change 
investment risk and pursue ….different strands of activity to pro-actively manage the 
potential risk. These are: 

 
a) Commission an independent assessment of its publicly listed investment 

assets to determine the Fund’s overall carbon footprint and assess 
potential climate change impacts and opportunities.  
 

b) Produce a climate change stewardship plan to set goals of engagement 
with companies, fund managers and policy makers and influencers. The 
Fund believes that all companies should align their business activities with 
the Paris Agreement on climate change and will actively engage with 



 
 
 
 
 

                         
companies, ideally in partnership with like-minded investors, to persuade 
companies to align their business plans with the 1.5C target. 

 
Each year the Fund will review its Climate Change Stewardship policy and assess 
progress made by companies in delivering against their climate change 
commitments. If at this stage the Fund concludes that a company or group of 
companies is not making sufficient progress and retaining ownership of shares in the 
company exposes the Fund to a significant level of financial risk then the Fund will 
consider disinvestment options.   
 

POINT 5 
 
APPENDIX B Cheshire Pension Fund Responsible Investment Policy 2020 Draft for 
Consultation  
 
Consideration of Environmental, Social and Governance (“ESG”) issues are 
fundamental to responsible investment 
 
Consultee comment – Yes 
 
RESPONSE 5 
 
Thank you – this comment has been noted. 
 
 
POINT 6 
 
2.1 We will apply long-term thinking to deliver long-term sustainable returns. 
 
Consultee comment - Environmental impact needs to be consideration of 
sustainability 
 
RESPONSE 6 
 
Agreed - the Fund believes it is very important to properly assess the long term 
financial sustainability of companies the Fund invests in via its appointed investment 
managers who actively pick companies to invest in. We believe that companies who 
do not manage ESG factors in a pro-active and sustainable way are less like to 
perform well over the longer term.    
 
POINT 7 
 
2.2 This approach is distinct from the commonly used definition of ‘ethical’ investing: 
an approach in which the values or moral beliefs of an organisation or its key 
decision makers takes primacy over its investment considerations. Such an 
approach is often typified by an exclusions policy  
 



 
 
 
 
 

                         
Consultee comment - This: Ethical exclusion is what I'd argue for but it looks like 
you're falling short of this 
 
RESPONSE 7 
 
The Fund’s policy in relation to an ‘ethical exclusions’ policy is set out in the 
response 1 above.  The Fund understands that a number of members feel very 
strongly about investing in certain companies or sectors and exercise their choice 
not to do so in with their private pensions or savings. However, as set out above, we 
do not believe a programme of ethically excluding companies on non- financial 
grounds would be compatible with the Fund’s fiduciary duty to act in the best long 
term interests of fund members and employers.  
This policy does not preclude the Fund making a very significant range of 
investments in progressive companies in the health care and green technology 
sectors as well as companies seeking to improve social inclusion and education.  
 
POINT 8 
 
6.2 Consequently, the Fund does not implement a disinvestment approach that 
excludes certain types of investments, companies or sectors except where barred by 
UK law.  
 
Consultee comment - this is disappointing. By not divesting you are continuing the 
problems 
 
RESPONSE 8 
 
This point has largely been covered in responses 1 and 7 but to specifically address 
the point about the benefits of disinvesting. If the Fund decides to not hold shares in 
a company then this prevents shareholder engagement on issues such as the 
alignment of their business plans with the Paris Climate Change Agreement and 
voting on resolutions which support effective management of climate change related 
risks.  We believe that active, engaged share owners, working together, can do a 
great deal more to move companies in the desired direction than passive, 
disengaged owners. 
 
POINT 9 
 
6.5 Specifically, in respect of climate change, the Fund does not adopt an approach 
to disinvest from companies or sectors on a mechanistic basis  
 
Consultee comment - see previous point. You can't say you recognise a climate 
emergency yet continue to support Fossil fuels etc that add to it.  It feels like this was 
buried on page 22 of a 24 huge page document 
 
     
 
 



 
 
 
 
 

                         
RESPONSE 9 
 
As set out in Response 8 the Fund believes it can achieve more with regard to 
making real progress on Climate Change through a policy of actively engaging with 
companies to increase investor pressure for them to align their business models with     
the Paris Climate Change Agreement. Where companies are failing in this respect 
and the Fund believes continued ownership represents a significant financial risk 
then the Fund will consider disinvest options. 
 
In respect of burying the climate change material at the end of the document, it was 
certainly not the intention to hide or deter interest in this section. Indeed the Fund 
issued a media release, which was widely reported across Cheshire, which focused 
on the climate change aspects of the Fund’s Responsible Investment policy and this 
has resulted in a record number of consultation responses, almost all of which focus 
on climate change. 
 
POINT 10 
 
9.1The Fund recognises that, in addition to the wider impacts of climate change, 
owning investment assets with a significant exposure to fossil fuels, poses a 
particular potential investment risk  
 
Consultee comment - see 4.6 double-reasons for selecting ethical/environmentally 
friendly investments 
 
RESPONSE 10 
 
This point has already been covered above. 
 
GENERALLY 
I'm glad you're consulting 
I'm glad you're making a nod to ethical and environmental issues  
But I think you could go Much further 
 
Thank you – these comments are noted. 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 

                         
 
 
RESPONDENT 2 
 
POINT 1 
 
I am concerned that Cheshire Pension Fund's draft Investment Strategy Statement 
takes insufficient account of the threat posed by the Climate Emergency and 
insufficient account of the need to take urgent action to mitigate the worst effects of 
the impending crisis.   
 
Given the nature of the threat that the Climate Emergency poses to our way of life, 
our societal structures and our financial systems, Cheshire Pension Fund should 
immediately begin to disinvest from the fossil fuel sector.  In these circumstances, it 
is morally and financially misguided for the Cheshire Pension Fund to invest in 
companies dedicated to finding and burning more oil, gas and coal.   
 
The Investment Strategy Statement argues that "the Fund does not adopt an 
approach to disinvest from companies or sectors on a mechanistic basis. For 
example, calls to disinvest from fossil fuel companies by default take insufficient 
account of the relatively high carbon footprint of many companies outside of the 
energy sector."  I believe that this is a weak and disingenuous argument.  If this is 
the case, then the Fund should also be disinvesting from these other companies 
which have a carbon footprint as great as fossil fuel companies.   
 
RESPONSE 1 
 
The Fund believes the draft RI policy does represent a step change in its approach 
to managing the financial risk from climate change. The Fund has already 
commissioned an independent assessment of all of its publically listed equity and 
corporate bond assets. It is anticipated the result of this baseline exercise will be 
available by June (although this might be disrupted somewhat by Covid 19) and the 
Fund will publish as much of the output as permitted by the third party provider. This 
baseline analysis will include an assessment of the carbon metrics for all publically 
listed companies in which the Fund invests and is not restricted to just those within 
the fossil fuel/energy sector.  
 
In addition, a Climate Scenario Analysis will be completed which assesses the extent 
to which the Fund’s risk and return characteristics could come to be affected by a set 
of plausible climate scenarios. This includes an estimation of the annual climate-
related impact on returns (at fund and asset-class level), and climate stress tests (to 
explore the potential impact of a sudden climate-related price movement). This in 
turn will inform the Fund’s new climate change stewardship plan to set goals of 
engagement with companies, fund managers and policy makers and influencers. 
The Fund believes that all companies should align their business activities with the 
Paris Agreement on climate change and will actively engage with companies, ideally 
in partnership with like-minded investors, to persuade companies to align their 
business plans with the 1.5C target. 



 
 
 
 
 

                         
 
Progress against the plan will be monitored annually and if the Fund concludes that 
a company or group of companies is not making sufficient progress and retaining 
ownership of shares in the company exposes the Fund to a significant level of 
financial risk then the Fund will consider disinvestment options.   
 
POINT 2 
 
The Statement also needs to be transparent about the extent of the Fund's 
investments in the fossil fuel sector so that the risks to the Fund from potential 
stranded assets is clear. 
 
RESPONSE 2 
 
The ISS and the RI policy are policy statements and we do not believe it is 
appropriate to include frequently changing data and metrics within it.  
 
However, every quarter the Fund publishes full details of all its investment holdings 
on its website though we accept it is difficult to reach conclusions on the carbon 
footprint and extent of fossil fuel holdings from this data alone. It is for this reason 
that the Fund has already commissioned an independent assessment of all of its 
publically traded equity and corporate bond holdings. This will enable the Fund to 
assess the full extent of both the financial risks and potential opportunities from its 
existing exposure to carbon assets.  
 
POINT 3 
 
There are no legal barriers to a pension fund selling out of fossil fuel investments. 
The fiduciary duty of trustees to ensure the best returns for members is a flexible 
one, according to industry body the National Association of Pension Funds.  As the 
law stands, a decision to divest, taken for financial reasons – such as a view that the 
assets of BP, Shell, etc, will become stranded in the ground and therefore worthless 
– is an acceptable reason for a fund to do so. 
 
RESPONSE 3 
 
The Fund agrees with your substantive point that any disinvest decisions should be 
taken for financial reasons, and primarily with the objective of minimising potential 
risk. 
 
To explain more fully, the Fund adheres to the Local Government Association 
commissioned legal advice in respect of LGPS investment powers, which states that: 
 
The administering authority’s power of investment must be exercised for investment 
purposes, and not for any wider purposes. Investment decisions must therefore be 
directed towards achieving a wide variety of suitable investments, and to what is best 
for the financial position of the fund (balancing risk and return in the normal way).  
 



 
 
 
 
 

                         
However, so long as that remains true, the precise choice of investment may be 
influenced by wider social, ethical or environmental considerations, so long as that 
does not risk material financial detriment to the fund. In taking account of any such 
considerations, the administering authority may not prefer its own particular interests 
to those of other scheme employers, and should not seek to impose its particular 
views where those would not be widely shared by scheme employers and members 
(nor may other scheme employers impose their views upon the administering 
authority).  
 
POINT 4 
 
I ask that the Statement is amended to include a commitment to divesting from the 
top 200 fossil fuel companies within five years and to immediately stop any new 
investments in those companies. This will reduce the financial risks to the scheme of 
investing in fossil fuel companies which are likely to be forced to leave their existing 
reserves in the ground.  
 
RESPONSE 4 
 
As stated above, the Fund believes this call pre-empts the results of the assessment 
of its current investment portfolio that it has commissioned. The Fund wishes to 
study the results of this independent assessment and use this to inform its Climate 
Stewardship Plan which will set out how it will manage any significant risks identified.   
 
POINT 5 
 
Such divestment will not necessarily have a negative impact on returns, as in recent 
years stock market indices and pension funds which screen out fossil fuel companies 
have outperformed those that remain invested in fossil fuels.  Steps should be taken 
to move fossil fuel investments into green energy and new technology sectors which 
are likely to perform well in the years ahead as society and the financial sector begin 
to adapt to the reality of climate change. 
 
RESPONSE 5 
 
The Fund, in conjunction with its Investment Advisors, takes a close interest in the 
investment performance of funds which screen out fossil fuel companies. In many 
instances we have not been able to reach the same firm conclusion that these have 
outperformed general market indices. Such results often rely heavily on ‘back 
testing’, involving the artificial recreation of historical performance. The Fund treats 
with caution performance comparisons which rely heavily on such techniques.  
 
However, where the Fund has gathered sufficient evidence that the performance of 
‘green’ funds has been better or equal to that of the general market (as in the case of 
the LGPS Central Climate Factor Fund) and the potential investment meets 
investment requirements then the Fund has moved to invest.  
 



 
 
 
 
 

                         
Therefore, it is clear that the Fund’s ISS and RI Policy provide a framework for the 
Fund to make positive decisions based on ESG factors. In addition to the decision to 
invest one third of its equity portfolio in a new Climate Factor Fund the Fund also has 
some very large investments in a range of green energy and new technology 
companies. For example, one of the Fund’s largest individual company 
shareholdings is in Tesla, which is the world’s leading producer of electric cars and a 
pioneer in battery storage technology. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 

                         
RESPONDENT 3 
 
POINT 1 
 
The ISS and RIP are clearly designed to show that the CPF is managing its assets in 
as corporately responsible and resilient way as possible. This is reassuring and to be 
expected of such a prestigious scheme. 
 
It is also reassuring that the fund now appears to be taking ESG issues seriously. 
However the fund could do to exemplify much more explicitly and specifically some 
of the actions it has taken to concur with its objectives, such as its action regarding 
climate change reduction. One can understand that the fund management does not 
wish to throw discussing of what constitutes “an ethical investment” open to a 
limitless cascade of individual opinions, because the 100,000 members may all have 
differing views. However there are certain themes upon which there is almost 
consensus, and the fund should not be ashamed of airing these and allowing its 
members an input. At the very least, the Councils who run the schemes and the 
unions, which are the nearest body to representing current contributors, must have 
had an input and their direction, and how it is being followed, needs to be made 
more explicit. I am concerned that Cheshire Pension Fund's draft Investment 
Strategy Statement takes insufficient account of the threat posed by the Climate 
Emergency and insufficient account of the need to take urgent action to mitigate the 
worst effects of the impending crisis.   
 
RESPONSE 1 
 
These comments relate mainly to how the Fund implements and demonstrates it is 
implementing the ISS/RI policy rather than to the content of the policies themselves.  
Nevertheless the Fund does wish to demonstrate it is implementing the ISS/RI in an 
open and transparent manner. On top of its existing commitments which include 
publication of Pension Fund Committee reports and minutes and full disclosure of all 
investments holdings each quarterly, the Fund has made additional commitments to 
report on progress in assessing and managing any significant climate change related 
financial risks. 
 
In respect of taking ‘insufficient account of the threat posed by the Climate 
Emergency,’ the Fund believes the draft RI policy does represent a step change in 
its approach to managing the financial risk from climate change. The Fund has 
already commissioned an independent assessment of all of its publically listed equity 
and corporate bond assets. It is anticipated the result of this baseline exercise will be 
available by June (although this timeline may be disrupted by Covid 19) and the 
Fund will publish as much of the output as permitted by the third party provider. In 
addition a Climate Scenario Analysis will be completed which assesses the extent to 
which the Fund’s risk and return characteristics could come to be affected by a set of 
plausible climate scenarios. This includes an estimation of the annual climate-related 
impact on returns (at fund and asset-class level), and climate stress tests (to explore 
the potential impact of a sudden climate-related price movement). This in turn will 



 
 
 
 
 

                         
inform the Fund’s new climate change stewardship plan to set goals of engagement 
with companies, fund managers and policy makers and influencers.  
 
The Fund believes that all companies should align their business activities with the 
Paris Agreement on climate change and will actively engage with companies, ideally 
in partnership with like-minded investors, to persuade companies to align their 
business plans with the 1.5C target. 
 
Progress against the plan will be monitored annually and if the Fund concludes that 
a company or group of companies is not making sufficient progress and retaining 
ownership of shares in the company exposes the Fund to a significant level of 
financial risk then the Fund will consider disinvestment options.   
 
POINT 2 
 
With regard to section 2.2 of the RIP, it is appreciated that the fund’s approach is 
more nuanced than simply excluding “non-ethical” investments wholesale. However 
the statement in this section “that it does not adopt an approach which values moral 
beliefs of the organisations or its key decision makers over its investment 
considerations” still would suggest that it sees an inherent conflict in the two 
approaches, and that they are mutually exclusive. I would submit that this is 
misguided. On personal level, I have never found any financial jeopardy in investing 
in “ethical funds”, and indeed, if a wider perspective is not adopted, the financial 
security objectives may indeed be compromised by not looking at the longer term 
moral compass e.g. frozen mineral assets degrading in value quite suddenly/lack of 
investment in alternative energy schemes. It would also seem to be a missed 
opportunity for such a large sum not to be used, in a reasonable degree, to pursue a 
local authority objective of investing in local property with a social purpose – after all, 
the local buildings are hardly likely to lose their value, or “disappear” . It is welcome 
that up 10% is to be used on infrastructure, which presumably includes local 
projects. Clearly there has to be an upper limit to fit in with the prudent diversification 
nature of the fund. 
 
RESPONSE 2  
 
The Fund is of the view that ethical investment is different to an approach which 
takes into account ESG factors. As set out in 2.2 of the Responsible Investment 
policy we understand ‘ethical’ investing to involve an approach in which the personal 
values or moral beliefs of an organisation or its key decision makers takes primacy 
over its investment considerations. The Fund believes that giving primacy to 
personal ethical concerns would not be compatible with its responsibilities as set out 
in the Local Government Pension Scheme (Management and Investment of Funds) 
Regulations 2016. The requirements of these regulations are perhaps best 
summarised in the guidance issued by the LGPS Scheme Advisory Board (SAB) 
which stated: 
 
The administering authority’s power of investment must be exercised for investment 
purposes, and not for any wider purposes. Investment decisions must therefore be 



 
 
 
 
 

                         
directed towards achieving a wide variety of suitable investments, and to what is best 
for the financial position of the fund  
 
Nevertheless, the ISS and RI Policy provide a framework for the Fund to make 
positive decisions based on ESG factors where the fund believes they may have a 
financial consequence. For example, the Fund recently took a decision to invest one 
third of its equity portfolio into a new Climate Factor Fund which tilts away from 
companies with high carbon emissions and towards those generating green 
revenues. In addition, one of the Fund’s largest individual company shareholdings is 
in Tesla, which is the world’s leading producer of electric cars and a pioneer in 
battery storage technology.   
 
In respect of ‘local investing’, investment proposals have been and will continue to 
be considered by the Fund so long as they comply with the Fund’s Investment 
Strategy, the Fund’s risk/return requirements and fulfil a requirement within the 
Fund’s overall investment portfolio. However, prioritising local investment 
opportunities over other non-local investments to the detriment of fund returns is not 
compatible with the Fund’s duties under the 2016 investment regulations and 
associated case law. 
 
POINT 3 
 
I wonder if the professional advisers, who seem to be drawn from the conventional 
investment industry, have the innovative flair/experience to pursue a new direction of 
travel for the pension fund. There is a hint that by pooling in the LGPS Central fund, 
there might be a pooling of experience and innovation, and sharing the most cogent 
advisors, which can only be a good thing. No doubt this pooled fund management is 
aware that if the advisors fees are based on a percentage of throughout, rather than 
a fixed fee regime, the economies of scale in this overhead won’t be realised. 
 
RESPONSE 3 
 
The Cheshire Pension Fund retains its own directly appointed investment advisors 
as required by the 2016 LGPS (Management and Investment of Funds) Regulations 
and these are paid on a fixed fee basis.   
 
In respect of pooling the Fund believes that the Fund’s ability to invest in a 
responsible way will be enhanced through LGPS Central Ltd. Working in 
collaboration with seven other LGPS funds will enable us to have a stronger voice 
when engaging with companies in which we invest. You may find the latest LGPS 
Central Ltd Quarterly Stewardship report interesting; this explains what is being done 
to progress the Pool’s engagement themes and move numerous companies in a 
positive direction: 
 
https://www.lgpscentral.co.uk/wp-content/uploads/2020/02/Quarterly-Stewardship-
Report-Q3-2019-20.pdf 
 
 

https://www.lgpscentral.co.uk/wp-content/uploads/2020/02/Quarterly-Stewardship-Report-Q3-2019-20.pdf
https://www.lgpscentral.co.uk/wp-content/uploads/2020/02/Quarterly-Stewardship-Report-Q3-2019-20.pdf


 
 
 
 
 

                         
POINT 4 
 
The scope of the consultation itself is disappointing, and would suggest that the fund 
does not really wish to engage members properly – a pity because the fund sets out 
to very prudent and responsive according to Myners Principle 6, where it scores itself 
“compliant”. Admitedly many members do not wish to consider the complexities of 
the investment policies, providing their pension is safe and arrives at the end of the 
month -  but out of the 100,000, I suggest that there are many who would be 
interested. I am not aware of the members’ representative attending committee 
meetings, and there is no easy way of linking to such person. The other links with 
members quoted are extremely passive, and one way downwards.  
 
This is indeed exemplified by this consultation, which has been very low key. 
Admittedly there was an advertisement in the Chester Standard, but the easiest way 
of alerting members, pensioners and contributing staff would have been through the 
dialogue box on the pay slips. There are at least two occasions when at this time of 
the year this would have been possible, but not until after the end of the consultation 
period. When Cheshire Pension Chat comes out next month, it will again be too late. 
 
RESPONSE 4 
 
The Fund does wish to consult as widely as possible and we welcome responses 
from both employers and members in respect of the ISS and RI policy. This wish 
was reflected by the fact the Fund issued a media release to publicise the 
consultation exercise and this received good publicity across Cheshire. This 
approach has at least been partially successful as the Fund received many more 
responses than during the equivalent consultation three years ago.  
 
Regarding your point about a ‘members’ representative attending committee 
meetings’, the Committee is made up elected Councillors drawn from the four major 
Councils in Cheshire and a scheme member representative from the GMB.  
 
When sitting on the Committee, committee members’ primary duty is to act in the 
best interests of all members of the Fund, as prescribed by the scope of the current 
LGPS Investment Regulations and associated case law.  
 
POINT 5 
 
It is surprising that the results of this consultation are to be decided by 1 April, only a 
working week after the closing date; this hardly suggests a proper consideration of 
the consultation. I note that in the assessment of compliance with Myners Principles 
4, the Pension Funds Committee only measures its own effectiveness as “partially 
compliant”. Perhaps this unnecessary coyness to proper member consultation is one 
of the areas where its effectiveness could be reviewed. 

 

 



 
 
 
 
 

                         
RESPONSE 5 

Most consultation responses were received well before the 20 March closing date so 
consideration of responses started well before this deadline. However, in future, the 
Fund will, subject to statutory requirements, consider whether a longer period 
between the closing date and the final publication of the relevant documents can be 
accommodated.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 

                         
RESPONDENT 4 
 
Thank you for the opportunity to comment on the Investment Strategy paper. 
 
POINT 1 
 
Investment Strategy Statement 
 
It was good to note in para 7.4 that ‘consideration of ESG factors is embedded in the 
investment process’. How are they embedded and what weight do they carry? 
 
I would like to see a further bullet point in para 7.5, namely: 
 
4. We will not cause harm to our society, environmentally or socially, and where 
possible seek to benefit it.   
      
RESPONSE 1 
 
The way in which the Fund seeks to embed and demonstrate the consideration of 
ESG factors in its investment process is set out in section 3 of the Fund’s Investment 
Strategy Statement. However, you may also find LGPS Central Ltd’s Responsible 
Investment and Engagement Framework useful in explaining the approach more 
fully: 
  
https://www.lgpscentral.co.uk/wp-content/uploads/2019/03/LGPS-Central-
Responsible-Investment-and-Engagement-Framework.pdf 
 
As set out in the ISS, the Fund is increasingly transferring assets to LGPS Central 
Ltd and firmly expects our ability to invest in a responsible way will be enhanced 
through asset pooling due to the inherent benefits of scale and additional resources 
available through collective action.  
 
In assessing whether to include the additional investment objective it is necessary to 
revisit the current statutory framework and the Local Government Pension Scheme 
(Management and Investment of Funds) Regulations 2016. The requirements of 
these regulations are perhaps best summarised in the guidance issued by the LGPS 
Scheme Advisory Board (SAB) which stated: 
 
The administering authority’s power of investment must be exercised for investment 
purposes, and not for any wider purposes. Investment decisions must therefore be 
directed towards achieving a wide variety of suitable investments, and to what is best 
for the financial position of the fund  
 
Nevertheless, the ISS and RI Policy provide a framework for the Fund to make 
positive decisions based on ESG factors. For example, the Fund recently took a 
decision to invest one third of its equity portfolio into a new Climate Factor Fund 
managed by LGPS Central Ltd. This fund tilts away from companies with high 
carbon emissions and towards those generating green revenues. In addition, one of 

https://www.lgpscentral.co.uk/wp-content/uploads/2019/03/LGPS-Central-Responsible-Investment-and-Engagement-Framework.pdf
https://www.lgpscentral.co.uk/wp-content/uploads/2019/03/LGPS-Central-Responsible-Investment-and-Engagement-Framework.pdf


 
 
 
 
 

                         
the Fund’s largest individual company shareholdings is in Tesla, which is the world’s 
leading producer of electric cars and a pioneer in battery storage technology.   
 
While appreciating the sentiments behind the addition of a further investment 
objective of ‘not causing harm – environmentally or socially’, the Fund believes 
applying such an objective would not comply with the overarching requirement that 
‘power of investment must be exercised for investment purposes, and not for any 
wider purposes’.   
 
In addition, it would be extremely difficult to integrate an assessment of ‘not causing 
harm’ in any meaningful way into the Fund’s investment decision making process.  
For example, some members may regard the production and marketing of alcoholic 
drinks as harmful and ‘anti-social’ whilst others may not. It is likely that the Fund’s 
members and employers have a broad range of views and establishing one view that 
was ‘widely shared by scheme employers and members’ as required by the current 
regulations and associated case law, would not be possible.  
 
POINT 2 
 
Responsible Investment Policy 
  
Para 2.1 -see para 7.5 additional item 4 above 
 
In para 2.2 you reject the ethical model for responsible investing. Your own 
preference is for financially material ESG factors to be considered when investing. 
What does this mean?  Will you be investing in anti-social funds/activities if the 
returns are favourable? 
 
Para 6.2 the fund should divest if it finds activities of a company are anti-social and 
not wait for it to change its practices. 
 
RESPONSE 2 
 
The investment objective has been set with a focus on keeping the scheme 
sustainable and affordable for employers and employees. However, we believe the 
proper assessment of Environmental, Social and Corporate Governance (“ESG”) 
factors is fundamental to the successful delivery of our investment objective. 
 
The Fund is of the view that ethical investment is different to an approach which 
takes into account ESG factors; as set out in 2.2 of the Responsible Investment 
policy we understand ‘ethical’ investing to involve an approach in which the personal 
values or moral beliefs of an organisation or its key decision makers takes primacy 
over its investment considerations. The Fund is of the opinion that this would not be 
compatible with its responsibilities as set out in the Local Government Pension 
Scheme (Management and Investment of Funds) Regulations 2016. The 
requirements of these regulations are as set out in the response above.  
 



 
 
 
 
 

                         
Specifically on the point of disinvestment, and putting to one side the problem of 
agreeing a definition of what constitutes an ‘anti-social’ investment, if the Fund 
decides to not hold shares in a company then this prevents shareholder engagement 
on issues such as the alignment of their business plans with the Paris Climate 
Change Agreement and voting on resolutions which support effective management 
of climate change related risks.  We believe that active, engaged share owners, 
working together, can do a great deal more to move companies in the desired 
direction than passive, disengaged owners. 
 
POINT 3 
 
I welcome para 7.1 
 
No mention of investment priorities. Local investment should have more       
importance than foreign investment. 
 
RESPONSE 3 
 
Local investments have been and will continue to be considered by the Fund so long 
as they comply with the Fund’s Investment Strategy and the Fund’s risk/return 
requirements. Prioritising local investment opportunities over other non-local 
investments to the detriment of fund returns is not compatible with the Fund’s duties 
under the 2016 investment regulations and associated case law. 
 
POINT 4 
 
More transparency required. For example where and what is the German Retail Box 
Fund investing in?  What ESG considerations were taken into account? 
 
RESPONSE 4 
 
The Fund has an investment worth approx. £8.5m in the German Retail Box Fund 
(GRBF), managed by Patrizia (formerly Rockspring).  
 
The Retail Box Fund has been closed to new investors since 2005 and the Fund’s 
investment in the partnership was made to secure stable, relatively low risk and 
predictable cash flows to assist the Pension Fund in paying pensioner benefits.  The 
German Retail Box Fund invests solely in German retail properties with a particular 
focus on out of town retail warehouse type assets.  The German focus of the fund is 
useful in providing a degree of geographical diversification across the Pension 
Fund’s portfolio as all the rest of the Fund’s property interests are entirely UK based.   
 
The GRBF’s General Partner is Patrizia and an extensive review of the manager’s 
approach to ESG was completed during the last manager selection process which 
was completed in 2015. 
 
Following appointment, all external managers are monitored in order to ensure the 
ongoing application and efficiency of their approaches to RI and ESG factors. 



 
 
 
 
 

                         
Managers are expected to report to the Fund on their RI approach and this is a 
standing item to be addressed at every manager monitoring review meeting.  A 
particular focus of recent ESG discussions has been on reducing the carbon footprint 
(energy consumption) of the property portfolio where this is within the landlord’s 
control, such as improving the energy efficiency ratings of buildings, and 
encouraging tenants to improve energy efficiency in how they operate their buildings. 
 
POINT 5 
 
ESG factors need defining in an appendix so that we can understand how they are 
being used in the investment process. 
 
I find the paper vague and although it says ‘the right things’ it seems reluctant to 
commit. 
 
RESPONSE 5 
 
The Fund is happy to include a definition of ESG factors in the Glossary of Terms at 
the back of the Investment Strategy Statement.   
 
The intention of the Fund was not to be ‘vague’ in its ISS/RI policy but rather to set a 
policy framework within which the Fund’s decision making process can operate. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 

                         
RESPONDENT 5 
 
I am a member of the above fund, drawing a pension and responding to the current 
draft of the Investment Policy as follows. 
 
POINT 1 
 
Considering the current evidence on climate change and the declaration of Climate 
Emergencies and that the Climate Change Act of 2008 and the Paris Agreement of 
2016 have been established for a considerable time, I think that the proposals for 
action on sustainability and climate change should be considerably stronger. 
Investment in damaging development must stop and be redirected to sustainable 
development as quickly as possible. 
      
RESPONSE 1 
 
The Fund believes the draft RI policy does represent a step change in its approach 
to managing the financial risk from climate change. The Fund has already 
commissioned its independent assessment of all of its publically listed equity and 
corporate bond assets. It is anticipated the result of this baseline exercise will be 
available by June (although this timeline may be disrupted by Covid 19), and the 
Fund will publish as much of the output as permitted by the third party provider. In 
addition a Climate Scenario Analysis will also be completed to assess the extent to 
which the Fund’s risk and return characteristics could come to be affected by a set of 
plausible climate scenarios. This includes an estimation of the annual climate-related 
impact on returns (at fund and asset class level), and climate stress tests (to explore 
the potential impact of a sudden climate-related price movement).  
 
This in turn will then inform the Fund’s climate change stewardship plan to set goals 
of engagement with companies, fund managers and policy makers and influencers. 
The Fund believes that all companies should align their business activities with the 
Paris Agreement on climate change and will actively engage with companies, ideally 
in partnership with like-minded investors, to persuade companies to align their 
business plans with the 1.5C target. 
 
Progress against the plan will be monitored annually and if the Fund concludes that 
a company or group of companies is not making sufficient progress and retaining 
ownership of shares in the company exposes the Fund to a significant level of 
financial risk then the Fund will consider disinvestment options.   
 
POINT 2 
 
I agree generally with the principles and approach to Ethical and Responsible 
Investment but its management and targets need to be more SMART, with more 
transparent reporting on progress and stronger provision for divestment if progress 
and targets are not agreed or met. For climate change, the net zero targets should 
be used to calculate the minimum progress which might be expected for interim 
periods. 



 
 
 
 
 

                         
 
 
RESPONSE 2 
 
This substantive point is useful and is accepted; wherever possible the Fund intends 
that targets in the Climate Change Stewardship Plan (and indeed more broadly in 
respect of ESG engagement) should be SMART. This will be reflected in the final 
version of the RI policy. While it will be difficult to adopt a mechanistic one size fits all 
approach we agree that the progress of all companies in meeting the requirements 
of the Paris Climate Change Agreement should be properly monitored. If the Fund 
concludes that some companies are making insufficient progress and believes 
continued ownership represents a significant financial risk then the Fund will 
consider disinvest options. 
 
POINT 3 
 
There should be more open and transparent reporting and consultation on 
investment and the definition of Ethical and Responsible Investment should be more 
clearly defined and agreed by fund members. There is potential conflict between 
ethical and responsible which needs to be resolved. 
 
RESPONSE 3 
 
The Fund does wish to consult as widely as possible and we welcome responses 
from both employers and members in respect of the ISS and RI policy. This wish 
was reflected by the fact the Fund issued a media release to publicise the 
consultation exercise and this received good publicity across Cheshire. This 
approach has at least been partially successful as the Fund received many more 
responses than during the equivalent consultation three years ago.  
 
In terms of transparent reporting, every quarter the Fund publishes full details of all 
its investment holdings on its website and as outlined in response to Point 1 above 
the Fund will publish as much as possible of its Climate Risk monitoring programme 
(certain information is proprietary and the Fund will not have permission to publish 
everything from the third parties engaged). 
 
In respect of ‘ethical investing,’ the Fund’s view is that ethical investment is different 
to an approach which takes into account ESG factors; as set out in 2.2 of the 
Responsible Investment policy we understand ‘ethical’ investing to involve an 
approach in which the values or moral beliefs of an organisation or its key decision 
makers takes primacy over its investment considerations. The Fund is of the opinion 
that giving primacy to ethical concerns would not be compatible with its 
responsibilities as set out in the Local Government Pension Scheme (Management 
and Investment of Funds) Regulations 2016. The requirements of these regulations 
are perhaps best summarised in the guidance issued by the LGPS Scheme Advisory 
Board (SAB) which stated: 
 



 
 
 
 
 

                         
The administering authority’s power of investment must be exercised for investment 
purposes, and not for any wider purposes. Investment decisions must therefore be 
directed towards achieving a wide variety of suitable investments, and to what is best 
for the financial position of the fund.  
 
Nevertheless, the ISS and RI Policy provide a framework for the Fund to make 
positive decisions based on ESG factors. For example, the Fund recently took a 
decision to invest in one third of its equity portfolio a new Climate Factor Fund which 
tilts funding away from companies with high carbon emissions and towards those 
generating green revenues. In addition, one of the Fund’s largest individual company 
shareholdings is in Tesla, which is the world’s leading producer of electric cars and a 
pioneer in battery storage technology.   
 
POINT 4 
 
There should be better communication and consultation with fund members.  Non- 
paying members having left council employment, have probably made the majority of 
the contributions, but have the least say and representation in the management of 
the fund and its investments as they are unlikely to be represented by their former 
employer, federation or union. The current web based Cheshire Chat magazine, 
which is available to members and others, is not automatically sent by email or 
available on subscription. There is no democratic, fair or rational provision for regular 
and transparent review or consultation on investment or management policy for fund 
members and the recent notices of this consultation in the local press, pension 
statements and council websites are inadequate as they can fail to reach many 
members and possibly attract responses from non- members. 
 
The above comments apply equally to the management of the LGPS Central Fund 
and the Environmental and Social Governance policies. 
 
RESPONSE 4 
 
The Fund is committed to improving communication and consultation with fund 
members and keeps this under frequent review. As noted above in the response to 
point 3 particular efforts were made to communicate this consultation as widely as 
possible and the significant increase number of responses received compared to 
previous consultations suggest this was at least partially successful. 
 
The Pension Fund Committee is made up of elected representatives from across 
Cheshire and their primary role is not to represent the views of their Councils on the 
Committee but rather to act in the best long term interests of all members and 
employers.  In addition, a member representative attends in their trade union 
capacity and does not represent any particular employer. 
 
 
 
 
 



 
 
 
 
 

                         
RESPONDENT 6 
 
My response will focus upon aspects of the draft statement in relation to 
opportunities for consultation with Fund members and stakeholders; risk; democracy 
and accountability in Fund control and management; LGPS Central; ‘Responsible 
Investment’ report. 
 
POINT 1 
 
Consultation 
 
Whilst I recognise the advantages of undertaking this and other consultation on line, 
this should be preceded by a ‘heads up’ communication to Fund members, using 
email addresses where supplied and where members have applied to receive 
‘Pension News’ by email.  
 
I am one of those scheme members who has requested ‘Pension News’ by email. 
However, I did not receive an alert to this current ISS & RI consultation. 
For several weeks since the new year I tried to access the Fund’s website though a 
link contained in the November ‘Pension News’ and also though Google, but to no 
avail. I eventually sent an email to yourselves and learnt from the response that the 
website address had changed in January. Again, I had not received notification of 
this. When I read the response to my email on 18 March, I found out that the 
consultation exercise deadline was on 20 March. I then immediately sent an email to 
your Pensions and Stakeholder Manager that evening asking for a short extension to 
the deadline given the circumstances. Unfortunately, as of now, the early morning of 
20 March, I have not had a reply and you will need to make allowance for the very 
limited time I have had to read and consider the draft document before submitting to 
meet the deadline.  
 
RESPONSE 1  
 
We are sorry to hear you experienced problems accessing the Fund’s website. The 
new website has been operational since January and has been designed to be more 
user friendly for both members and employers. With regard to automatic e-mail 
notifications linked to new material on the website, unfortunately this functionality is 
no longer available with the new website and the Fund is trying to find a solution to 
this issue. Our apologies for the lack of response to your e-mail to the Pensions and 
Stakeholder Manager; we often get very high volumes of e-mails and a quick 
response is not always possible.   
 
POINT 2 
 
The objective set out in the current ISS is that the Fund consults “with such persons 
as it considers appropriate”. Whilst I understand that the ISS may be of more interest 
to employers rather than Fund members, we are all stakeholders and given the 
significant growth of awareness of ESG issues I feel that consultation on the ISS and 
RI policy should be as accessible as possible. Further there should be a version 



 
 
 
 
 

                         
specifically written in way that is understandable to the Fund member rather than the 
employer.  
 
Also, I feel that Fund should attempt in its consultation to target young scheme 
members and prospective members, reflecting the huge interest that young people 
are taking in ESG issues and in particular climate change, and at the same time 
encouraging them to become the stakeholders in responsible investment by their 
Fund both for itself and for the Fund’s continued viability. 
 
RESPONSE 2 
 
The Fund does wish to consult as widely as possible and we welcome responses 
from both employers and members in respect of the ISS and RI policy. This wish 
was reflected by the fact the Fund issued a media release to publicise the 
consultation exercise and this received good publicity across Cheshire.  We 
welcome your point about the importance of engaging with younger scheme 
members though it may be difficult to specifically target those members. 
Notwithstanding this, the Fund will continue to try and engage as actively as possible 
and will explore ways to improve engagement. 
 
POINT 3 
 
Risk 
 
I welcome the increased attention given in the draft to addressing critical ESG 
issues, especially those highlighted in the Paris Climate Change Accord but also 
those described as engagement themes for the Fund to consider, as well as the 
issues which the LGPS Central is described as having extensive experience of 
dealing with.   
 
In particular, the switching of an initial £500 million of investment, albeit just 10% of 
the total Fund, to a new green fund under the auspices of LGPS Central is a positive 
step in the direction of responsible investment. 
 
RESPONSE 3  
 
Thank you for these comments which are noted. It is correct that the Fund’s 
investment in the Central Climate Factor Fund is around 10% of the Fund’s net 
assets, but the Fund’s commitment in this area is reflected by the fact that the 
investment is approx. one third of the Fund’s total equity portfolio.   
 
POINT 4 
 
The identification of specific categories of risk is helpful. In respect of Funding Risk 
and Investment Risk, Fund investment that exacerbates climate change carries an 
existential threat to the future viability of the scheme itself. The stark reality of the 
economic risk of climate change was clearly identified in the 2007 Stern Review and 
this should form the starting point that informs the Fund’s considerations of its 



 
 
 
 
 

                         
fiduciary duty as well as what I think should be at the heart of the ISS. The Fund also 
has a duty to act as a force for good. 
 
I think that this principle does not contradict the approach set out in the draft for the 
Fund to engage rather than exclude. Nor does it contradict the view expressed in the 
draft that it should not take an ‘ethical investor’ stance. The draft sets out to describe 
an evidence based precautionary approach to monitor and actively manage risk, but 
to invest otherwise is to put the future of the Fund itself at risk. Further, the Fund can 
act as a force for good by investment in, for instance, housing infrastructure, as is 
acknowledged in the draft.   
 
RESPONSE 4 
 
Thank you for these comments which are noted. As you state, the Fund’s policy has 
facilitated the significant switch of over £500m of assets to a Climate Factor Fund 
and does not preclude the Fund making very significant range investments in 
progressive companies that in the health care and green technology sectors as well 
as companies seeking to improve social inclusion and education.  
 
POINT 5 
 
Fund Democracy and Accountability  
 
The Fund’s Local Pension Board meets the regulatory requirement for two employee 
representatives (with voting rights) within its membership, currently one 
representative each from the two trade unions which I understand are recognised by 
the Fund’s administering authority. This is a fair and appropriate way of providing 
representation for Fund members, both active and retired, on the Board. 
 
This level of representation also be extended to membership of the Pension Fund 
Committee.  
 
With reference to the Fund’s latest Annual Report, the Committee only has one 
member representative (with voting rights) and I believe, that in the spirit of the 
regulation determining the make-up of the Board, both of the recognised unions 
should be encouraged to request representation by current and retired employees on 
the Committee, in order to  accord with principles of democracy and accountability.  
 
RESPONSE 5 
 
This point is not directly related to the ISS/RI consultation but the Fund regularly 
reviews its governance arrangements. The national LGPS Scheme Advisory Board 
has commissioned a Good Governance Review of the LGPS. We will implement the 
recommendations from that review, and will consider your comments as part of our 
response. 
 
 
 



 
 
 
 
 

                         
POINT 6 
 
Also, it is noted that subsequent to the disaggregation of Cheshire County Council 
into the two current Councils, employed and retired members of Cheshire East, 
numerically the second largest employer by number of scheme members, does not 
appear to have any member representatives, whereas on the employer’s side there 
is representation from both Cheshire East and Cheshire West and Chester Council. 
 
RESPONSE 6 
 
This point is not directly related to the ISS/RI consultation. Pension Fund Committee 
is made up of elected councilors from the four local Councils. The member 
representative attends in their trade union capacity and does not represent any 
particular employer.  
 
POINT 7 
 
LGPS Central 
 
In the context of democracy and accountability I have briefly looked at the website of 
LGPS Central and there does not appear to be any member nominated 
representation on the Board. I appreciate that it is relatively early days in the life of 
LGPS Central but the Hutton principles should surely be applicable here and I hope 
that the Cheshire Fund will make representations for this provision.  
 
RESPONSE 7  
 
This point is not directly related to the ISS/RI consultation. The Scheme Advisory 
Board is encouraging all investment pools to include member representation and we 
will raise this for discussion within the LGPS Central pool. 
 
POINT 8 
 
‘Responsible Investment in LGPS’ 
 
The above is the title of a report subtitled ‘Research and review of the pension fund’s 
investment strategy statements (England and Wales)’ published in April 2019. It is 
the product of a collaboration between UNISON and the charity ShareAction. There 
is an individual assessment of each of the 89 funds which obviously includes 
Cheshire. 
 
In its judgement most LGPS funds are still developing approaches on how to 
integrate issues such as climate change into their public investment policies, 
although Cheshire is one of just 9% of funds that has taken some action in the areas 
identified for scoring. Scores range from 0 to 17 out of a possible 18. Cheshire 
scores 9. 
 



 
 
 
 
 

                         
 ‘Best in Class’ according to the report is the Environment Agency Pension Fund 
(EAPF) and it would perhaps be instructive for the present Cheshire draft to be 
tested for purposes of comparison against the assessment for that fund. 
  
The EAPF publishes the voting record of asset managers like Cheshire but has 
introduced a bespoke voting policy. The EAPF has set itself a clear objective to 
ensure their investment portfolio and processes are compatible with keeping global 
average temperature increases below 2 degrees C relative to pre-industrial levels in 
line with international government agreements. It has set three targets to help them 
towards this aim, on low carbon investment opportunities, decarbonisation and 
engagement with the investment industry. It could be said that their aim is to help 
save the planet and, at the same time, to save their pension scheme! 
 
UNISON believes that modern fiduciary duty requires that pension fund investments 
are made in the interests of scheme members, that the financial obligation is not to 
maximise returns but to ensure there are sufficient returns to meet the pension fund 
obligations 
Opportunities to consult with scheme members, as in this instance, are clearly key to 
this view and as a retired member I thank you for this opportunity to respond. 
 
The report can be found on the UNISON website by searching on ‘responsible 
investment. 
 
RESPONSE 8 
 
Thank you for these comments. The Fund is aware of and officers have studied the 
‘Responsible Investment in LGPS’ document, published in 2019 by Unison and 
ShareAction. We were gratified to see our progress in RI matters reflected in a score 
of 9 which placed the Cheshire Pension Fund in the leading pack of LGPS funds and 
top amongst the funds which make up LGPS Central. However, we fully appreciate 
that further progress can be made and we anticipate that the Fund’s new RI policy 
and the steps the Fund is taking to manage the financial risk from climate change, 
will improve matters further.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 

                         
RESPONDENT 7 
 
I am disappointed that these proposals do not offer very much. I had hoped that my 
pension fund would be managed in a more sensible way with a far greater regard for 
the future, my grandchildren, and IPCC targets for Net Zero. 
 
 
POINT 1 

Little urgent action is proposed. It is hard to see why this Consultation was so 
rushed and ends in March 2020. A delay of just a month would mean it could be 
mentioned in Cheshire Chat and attract wider responses, if you really want 
them.  

RESPONSE 1 
 
There is a statutory requirement set out in Regulation 7 of The Local Government 
Pension Scheme (Management and Investment of Funds) Regulations 2016, to 
publish a final Investment Strategy Statement (ISS) including a Responsible 
Investment Policy by 1 April, hence the consultation ending on 20 March 2020. We 
will examine whether it is possible to extend the five week consultation period for 
future consultations, while still meeting our statutory obligations. 

POINT 2 

There are 24 pages of text, yet has no e-form or structured method to invite 
comments or questions, as is widely used in web-based consultations.  

RESPONSE 2 
 
This is helpful feedback and we will explore options to include a digital response 
method. 

POINT 3 

CHESHIRE PENSION FUND use the fiduciary duty argument, but never 
explain exactly how investment decisions are made. The consultation confirms 
that little will happen quickly, and that the Committee do not control what 
happens here, but are lead by the London investment advisers.  

My view is our Committee must set better standards and targets when they 
hand over investing decisions. Councils and schools are public service 
organisations, which is why many people work for them. We care. 

Cheshire Pension Fund have tolerated a lack of understanding of what councils 
actually by their investment managers in many areas, not only in fossil fuels and 
CO2 investments. Will explanations of our investments be in the 2020 Cheshire 



 
 
 
 
 

                         
Chat or 2020 Annual Report? There are many that could be, but three 
disturbing examples stand out: 

• a London building with a strip club, yet many members of the fund are 
female, low paid, or with family commitments 

• Wonga and other similar finance operations, when our councils and 
housing associations combat debt problems, and support credit unions 
as a sensible alternative. 

• The infamous aggressive tax avoiding off-shore companies, when all 
local government is funded by taxation. We should be supporting proper 
taxation at all levels for transactions in this country. 

 

RESPONSE 3 

These comments have been responded to previously and are not specific to the 
content of the ISS. 
 
POINT 4 
 
These proposals question the evidence that Climate Change is real, and CPF 
proposes ever more studies but does not say how, when or by whom. The Paris 
Agreement is simply identified, but not as an urgent need to divest and change 
quickly. 

RESPONSE 4 

Neither the ISS nor the RI policy in anyway questions the evidence relating to 
climate change. The RI policy represents a step change in the approach to 
managing the financial risk from climate change. The Fund has commissioned an 
independent assessment of all of the Fund’s publically listed equity and corporate 
bond assets. It is anticipated the result of this baseline exercise will be available by 
June (although this timeline may be disrupted by Covid 19) and the Fund will publish 
as much of the output as permitted by the third party provider. In addition a Climate 
Scenario Analysis will be completed which assesses the extent to which the Fund’s 
risk and return characteristics could come to be affected by a set of plausible climate 
scenarios. This includes an estimation of the annual climate-related impact on 
returns (at fund and asset-class level), and climate stress tests (to explore the 
potential impact of a sudden climate-related price movement). This in turn will inform 
the Fund’s new climate change stewardship plan to set goals of engagement with 
companies, fund managers and policy makers and influencers.  

 
The Fund believes that all companies should align their business activities with the 
Paris Agreement on climate change and will actively engage with companies, ideally 
in partnership with like-minded investors, to persuade companies to align their 
business plans with the 1.5C target. 

 



 
 
 
 
 

                         
Progress against the plan will be monitored annually and if the Fund concludes that 
a company or group of companies is not making sufficient progress and retaining 
ownership of shares in the company exposes the Fund to a significant level of 
financial risk then the Fund will consider disinvestment options.   
 
POINT 5 
Much is made of the £500 million invested in an LGPS Central fund but there is 
no detail of how that is invested or how it will be monitored. The December 
2019 holdings “look through” has that fund merged in with two other funds. This 
should be singled out so members can see exactly how green it is.  

RESPONSE 5 

The Fund has to publish merged details of the passively managed index 
tracking funds in which it invests. If the Fund publishes line by line details of all 
underlying holdings in Climate Change Multi Factor Fund then we are in effect 
publishing the index. The index is proprietary and owned by FTSE Russell and 
users have to pay to access the index. To assist users, the Fund is however 
seeking permission from FTSE Russell to publish the high level carbon metrics 
from the index versus the comparator market cap index.  

POINT 6 

The TCFD proposals are not mentioned in this Consultation or the 2019 Annual 
Report. First set out in in 2017, these proposals are designed to be an audit of 
climate-related impacts and investments. If CPF had prepared this already, they 
would have the study / audit / assessments proposed on page 24, and could act 
more decisively and faster. The Financial Times have warned these disclosures 
will be expanded in the Pensions Bill due this year. https://www.fsb-
tcfd.org/publications/ 

RESPONSE 6 

The process for monitoring and addressing climate related risk in the Fund’s 
investment portfolio, as set out in the ISS and above, will allow the Fund to align 
itself with the requirements of the TCFD. The Fund also, via its investment 
management company LGPS Central Ltd, engages with companies to ensure 
that they fully comply with the TCFD and wherever possible votes in 
accordance with this objective.  

POINT 7 

Many pension funds including other LGPS, are already totally divesting from 
fossil fuel and CO2 producers, yet Cheshire Pension Fund will maintain a 
precautionary approach.  

 

https://www.fsb-tcfd.org/publications/
https://www.fsb-tcfd.org/publications/


 
 
 
 
 

                         
RESONSE 7 

The Fund is not aware of any other LGPS funds who are ‘totally divesting from 
fossil fuels and CO2 producers’ and sets out fully in the ISS and RI policy why it 
believes such an approach would not align with its fiduciary duty to act in the 
best long term financial interest of members and employers.   

POINT 8 

SF3 returns show that CPF continues to be one of the most expensively 
managed schemes in England. In 2015 CPF was the most expensive. In 2015 
the Centre for Policy Studies report asked:  

“One would like to think that Cheshire’s s101 Pensions Committee, and its 
Pension Board charged with “assisting” the administering authority, are asking 
themselves the question: how did West Yorkshire do that? Considerable 
curiosity is required, informed by a good understanding of the industry (which 
some s101 Pensions Committees lack).” https://www.cps.org.uk/research/the-
local-government-pension-scheme-crisis-awaits/ 

Five years on, this consultation shows little curiosity, awareness, and 
understanding by the Committee. These proposals do not show there is an 
understanding of the IPCC warning published in 2018, Net Zero, and the impact 
of Climate Change. 

RESPONSE 8 

These comments were fully addressed in our responses to you in 2016. 

 

 

 

 

 

 

 

 

 

 

https://www.cps.org.uk/research/the-local-government-pension-scheme-crisis-awaits/
https://www.cps.org.uk/research/the-local-government-pension-scheme-crisis-awaits/


 
 
 
 
 

                         
RESPONDENT 8 

COMMENTS FROM MEMBERS FORUM www.cpfmembersforum.com 

When the fund met with two Forum representatives in September 2019 we asked 
that the Forum make available a copy of its constitution and confirm the number of 
members of the Forum. Forum representatives were unwilling to share this 
information, and this lack of transparency is a continued cause of concern.  

The comments received are in some cases generalised statements of opinion. 
Several repeat individual questions that have been previously responded to directly.  

We have responded to comments specific to the content of the Investment Strategy 
Statement and Responsible Investment Policy in blue text below. 

POINT 1 

Firstly, in response to this consultation on the INVESTMENT STRATEGY 
STATEMENT and RESPONSIBLE INVESTMENT POLICY, we suggest the 

• Publication by CPF of all comments received to the Consultation 
• Publication by CPF of all responses 

RESPONSE 1 

Agreed. 

POINT 2 

The Members Forum welcomes some parts of this Consultation to define 
Responsible Investment. However, 

• we do not support several vague undefined aspects, 
• we support active divestment and re-investment for the environment 
• we urge greater interventions than proposed and envisaged. 

By the cautious approach identified here, CPF ignores the urgency of action on 
Climate Change, and in particular the critical role that finance will play.  

Globally and in the UK, the identification of the Climate Emergency, and immediate 
action to resolve it, is widely publicised, and specifically progress is urged on 
pensions funds and financial institutions.  

However only the Paris Agreement is mentioned in this 2020 CPF Consultation on 
the ISS and RESPONSIBLE INVESTMENT POLICY, and not the following: 

• UK Green Financial Strategy  

http://www.cpfmembersforum.com/


 
 
 
 
 

                         
• https://assets.publishing.service.gov.uk/government/uploads/system/upload

s/attachment_data/file/820284/190716_BEIS_Green_Finance_Strategy_Ac
cessible_Final.pdf 

• The Bank of England COP26 Private Finance Agenda. 
• https://www.bankofengland.co.uk/events/2020/february/cop26-private-

finance-agenda-launch 
• World Bank Task Force on Climate-related Financial Disclosures 
• https://www.fsb-tcfd.org/about/ 
• UN Principles for Responsible Investment 
• https://www.unpri.org/ 

RESPONSE 2 

The Fund is aware of the numerous initiatives in this area but focuses on the Paris 
Climate Agreement as this is a key component of the Fund’s climate change related 
engagement activity.    

POINT 3 

We urge CPF to revise specific proposals in the INVESTMENT STRATEGY 
STATEMENT and RESPONSIBLE INVESTMENT POLICY: 

Engagement not Divestment 

Section 6 of the RESPONSIBLE INVESTMENT POLICY is against “divestment” as a 
means of effecting change, and restates the belief in “engagement”. Engagement is 
a long standing concept of many funds which can mean doing very little. CPF does 
not carry out “engagement” directly but through other agencies: 

• Which investments have CPF ever stopped as a result of engagement 
• We believe that engagement has proved so far ineffective, and often just 

concentrates on remuneration at the highest levels. 
• Many other funds are already divesting from fossil fuel companies. 
• CPF must also now set and publish targets / dates / deadlines for 

divestment. 
• CPF must set targets for its re-investment in companies and projects that 

support the environment. 
• Projects in Cheshire should be given strong consideration, such as solar 

panel and insulation on all public buildings and the housing stock. 

RESPONSE 3 

The Investment Strategy Statement clearly sets out why the Fund believes 
engagement rather than disinvestment is the most appropriate route. 

 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/820284/190716_BEIS_Green_Finance_Strategy_Accessible_Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/820284/190716_BEIS_Green_Finance_Strategy_Accessible_Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/820284/190716_BEIS_Green_Finance_Strategy_Accessible_Final.pdf
https://www.bankofengland.co.uk/events/2020/february/cop26-private-finance-agenda-launch
https://www.bankofengland.co.uk/events/2020/february/cop26-private-finance-agenda-launch
https://www.fsb-tcfd.org/about/
https://www.unpri.org/


 
 
 
 
 

                         
POINT 4 

Climate Emergencies 

All four major councils in CPF (Cheshire West, Cheshire East, Warrington, and 
Halton) have now declared a Climate Emergency., and should be able to look to our 
Cheshire fund for investment support 

 

 

Activities proposed in Section 9 

Section 9 of the RESPONSIBLE INVESTMENT POLICY looks as though it has been 
added on at the end of the whole document, not integrated into the whole philosophy 
of Responsible Investing. There are no timescales for the proposals for these further 
assessments, studies, or “stewardship plan” 

• How long will these take to complete 
• When will these happen 
• Who will carry them out 
• How widely will they consult 
• How independent of the current group of London advisers will they be 
• Will the results be published on the CPF website. 
• AND when will any action result from all this 

RESPONSE 4 

The Responsible Investment Policy describes a number of clear steps the Fund is 
planning to take including its approach to engagement and publication of information. 

POINT 5 

Evidence based Precautionary Approach 

Section 4 of the INVESTMENT STRATEGY STATEMENT identifies the risks of 
investments losing their value. Like many others, our Members Forum see the other 
side of this statement. We think it is the compelling reason to divest as soon as 
possible, AND support the environment.  

• CPF proposes to “adopt an evidence based precautionary approach”. We say 
that enough evidence on Climate Change already exists and does not need 
searching for by further studies by CPF which will only delay action. 

• Our four Cheshire councils, other local governments in the UK, and 
Parliament itself, have all recognised the Climate Emergency 

• Also the UK Committee on Climate Change, the UN IPCC 



 
 
 
 
 

                         
• Many international fund managers such as Blackrock, and investment 

managers internationally who recognise that if are not ahead of the markets, 
they will be the ones left with “frozen assets” with little value. 

• Many pension funds are now divesting from fossil fuels. (Parliament, Brunel 
Pensions, National Trust, European Investment Bank, Royal College of 
Physicians, university pension funds, the New York State Pension Fund, 
Waltham Forest, Southwark) 

• Pressure groups such as ShareAction, Fossil Free UK, and BankTracks have 
produced plenty of evidence 

• The precautionary approach envisaged by CPF is not needed. 

RESPONSE 5 

Your comments are noted. 

POINT 6 

ESG considerations 

Section 7 of the INVESTMENT STRATEGY STATEMENT is unchanged from the 
2018 version and demonstrates that the proposals do not understand it or intend to 
act on what it means to the environment, to societies across the world, or to promote 
good governance with companies. The true definitions are  

• Environmental: resource depletion, including water waste and pollution, 
deforestation. 

• Social: working conditions, including slavery and child labour; health and 
safety; employee relations and diversity; ageing populations; social unrest; 
local communities, including indigenous communities; and income inequality. 

• Governance: executive pay; bribery and corruption; board diversity and 
structure. 

RESPONSE 6 

The following definition of ESG factors has been added to the Investment Strategy 
Statement as follows: 

 
Environmental, social and corporate governance factors which could impact 
company performance and therefore investment returns. Examples include 
(but are not limited to) climate change, workforce issues, remuneration, 
independence of the board and auditors, board composition and diversity.  

 
and would encompass many of the detailed examples listed. 
 
 
 
 
 



 
 
 
 
 

                         
POINT 7 

LGPS Central Pooling  

Section 5 of the RESPONSIBLE INVESTMENT POLICY shows that so far about 
15% of CPF total assets have been transitioned to LGPS. The pooling legislation 
sees all investment by all funds, such as CPF, being pooled. 

• There are no targets for assessing the impact of improvements to Climate 
Change of LGPS Central funds. 

• There are no targets for further transfers. 
• There are no targets for the associated savings from the transfers 
• As a result of pooling, only pensions administration will be left in Cheshire 
• How does CPF monitor the funds it moves over to LGPS Central. 

RESPONSE 7 

The Fund’s approach to transferring assets over to LGPS Central is set out in para. 
6.5 of the ISS as follows: 
 

Subject to satisfactory due diligence and value for money considerations 
being satisfied, the Fund intends to eventually invest all its assets with LGPS 
Central but will maintain some cash balances locally. However, some existing 
assets held are illiquid and difficult to transfer (e.g. private equity limited 
partnership holdings and property assets) and these will be evaluated 
carefully to assess whether best value for money is delivered by the transfer 
of the assets to LGPS Central or continuing to be held directly by the Fund.  

The business case presented to the Government by the LGPS Central partner funds 
committed the Central pool to deliver savings of £250m from pooling by 2034. The 
latest submission from partner funds to the government has confirmed this target will 
be delivered.    

The Fund, in conjunction with partner funds, receives quarterly reports from LGPS 
Central Ltd on fund performance and responsible investment. Further information on 
the Fund’s Governance arrangements with regard to LGPS Central are set out in the 
Fund’s Annual Report (pages 53-55 and 62-67). 

https://www.cheshirepensionfund.org/members/wp-
content/uploads/sites/2/2020/01/Annual-Report-2018-2019.pdf 

POINT 8 

Our Members Forum www.cpfmembersforum.com 

We continue to urge greater dialogue between CPF and its pensioners.  

https://www.cheshirepensionfund.org/members/wp-content/uploads/sites/2/2020/01/Annual-Report-2018-2019.pdf
https://www.cheshirepensionfund.org/members/wp-content/uploads/sites/2/2020/01/Annual-Report-2018-2019.pdf
http://www.cpfmembersforum.com/


 
 
 
 
 

                         
• Our members have queried why CPF has investments in areas such as tax 

avoiders, tobacco, payday loans, gaming / gambling, banking, and the 
finance institutions and fossil fuel companies that contribute to the climate 
emergency.  

• At the moment CPF do not publish the scope or scale of any comments it 
receives from members, and rejects any criticism (such as the press 
coverage our Wonga investment or of the London building we own with a 
strip club). 

• Our members support investments in low-cost, low-energy housing, local 
telecommunication, and green energy, including insulation and energy 
saving.  

Responsible Investing is one of the greatest concerns many families and 
communities have.  

• We have asked CPF to listen to its pensioners and the employees who pay 
into the fund.  

• We think that CPF Committee could use a number of methods to improve 
communication and understanding of what the 100,000 pensioners and 
employees think  

• We have provided details to show that many other UK funds have an AGM for 
members.  

• Currently CPF only hold an AGM for employers 
• We would like to have (secure, member-only, password protected) CPF web-

based discussion pages for members to share ideas and comment on other 
ideas, asi s common on the internet now. The CPF Committee would then 
have continuous feedback on what members really think 

• We have asked for this for 2020 and to be publicised in the 2020 version of 
Cheshire Chat. 

• Payslips have a box for messages, which could be used to communicate. 

RESPONSE 8 

These points have been addressed in the meeting with CPF Members Forum 
representatives and in response to questions from individual members. As set out in 
our opening comments, it remains a concern that we have no insight into the number 
of members for whom the CPF Members Forum speaks. 

POINT 9 

Increased Transparency of exactly where CPF Invests 

Exactly where CPF investments are held is almost impossible for pensioners to see. 
Yet greater transparency will show how CPF invest responsibly to ESG principles. 
Otherwise the INVESTMENT STRATEGY STATEMENT and RESPONSIBLE 
INVESTMENT POLICY, stand for nothing. See Appendix A, B, & C. 



 
 
 
 
 

                         
We urge more transparency and fuller details of investments, currently shown as the 
Quarterly Investment Holdings 

· https://www.cheshirepensionfund.org/members/about-us/how-we-manage-our-
investments/investment-holdings/ 
 

• Currently just three funds are shown in any detail, but only as units that are 
held, so is described in terms of a “lookthrough”. “In all three funds, the Pension 
Fund investment is in units of the fund and therefore it does not directly own the 
underlying company equities. In the interests of transparency the following is an 
aggregate 'look through' into the underlying equity exposure.” 

• There is no simple way of determining just how low carbon or green the LGPS 
Central fund is. CPF have just invested £500 million in this fund, But it is mixed 
in with two other funds and so lacks clarity. 

• A “lookthrough” to every fund that CPF invest in should be provided on the 
website so that members can see full details of all funds and how they are 
invested. This is currently hidden for funds such as Arrowgrass, Winton, Darwin 
Leisure, German Retail Box, etc etc 

• The “Categories” list of Direct Holdings obscure the real business areas of 
some companies, It is quite clear that some are based on gambling, gaming, 
and fossil fuels 

RESPONSE 9 

These points have been covered in previous responses to the CPF Members Forum 
or individual members.  The ‘category’ classification is the standard description of 
companies used by FTSE, MSCI and other main index providers.  

POINT 10 

Our Summary and Conclusion 

The Members Forum are concerned that these proposals do not propose action for 
divestment, and consequently little will change, despite the widespread 
understanding elsewhere of the Climate Crisis. 

We continue to ask for much more transparency by CPF of investments 

We ask for an AGM for open discussion between CPF and pensioners. 

www.cpfmembersforum.com 

RESPONSE 10 
 
These points have been covered above.   

https://www.cheshirepensionfund.org/members/about-us/how-we-manage-our-investments/investment-holdings/
https://www.cheshirepensionfund.org/members/about-us/how-we-manage-our-investments/investment-holdings/
http://www.cpfmembersforum.com/


 
 
 
 
 

                         
Appendix A 

Unitised Equity Funds 

As at 31 December 2019 the Cheshire Pension Fund invested in three unitised 
equity funds, one passive fund managed by Legal and General, one passive Climate 
Factor Fund managed by LGPS Central and one active equity fund managed by 
LGPS Central. The investment objective for the two passive funds is to passively 
track the appropriate equity index. In all three funds, the Pension Fund investment is 
in units of the fund and therefore it does not directly own the underlying company 
equities. In the interests of transparency the following is an aggregate 'look through' 
into the underlying equity exposure. 

Royal Dutch Shell A 1,868,821 

Royal Dutch Shell B 1,424,335 

Royal Dutch Shell A 39,894 

Royal Dutch Shell A 429,734 

Royal Dutch Shell B 411,246 

 

Appendix B 

Banks, Basic Industries, Basic Resources, 

Cash Instruments, Chemicals, Construction & Materials,  

Consumer Goods, Consumer Services, Financial Services, 

Financials, Health, Care, Industrial Goods & Services, 

Industrials, Insurance, Oil & Gas,  

Other, Retail, Technology, 

Telecommunications, Transportation, Wholesale Distribution).  

 

Appendix C (December 2019) 

• Most of these funds invest in other areas and companies 
• Exactly where is not transparent or visible: 



 
 
 
 
 

                         
a. BlueBay Total Return Diversified Credit Fund 437,399,825 

b. Henderson Horizon Total Return Bond Fund 367,885,259 

c. Legal and General Over 5y Index-Linked Gilts Fund 1,613,677,908 

d. M&G Alpha Opportunities Fund 244,520,968 

e. Arrowgrass International Fund 158,110,754 

f. Blackstone Partners Fund 355,962,201 

g. Darwin Leisure Development Fund 32,795,420 

h. Darwin Leisure Property Fund 37,041,000 

i. Direct Properties 399,549,992* 

j. German Retail Box Fund 8,446,299 

k. Industrial Trust Fund 10,678 

l. M&G Debt Opportunities Fund 29,153 

m. M&G UK Companies Financing Fund 1,635,234 

n. Private Equity Investments 217,622,766 

o. Winton Futures Fund 166,961,941 

 
 

 

 

 

 

 
 
 
 
 
 
 


