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London Borough of Southwark Pension Fund – Responsible Investment Policy

1. Policy Introduction 

As a responsible investor, London Borough of Southwark Pension Fund (‘the Fund’ or ‘us’ or ‘we’) recognises that Environmental, Social and Governance (‘ESG’) factors are an important part of the investment decision making process. We strongly believe that climate change and other ESG parameters, e.g. human rights, are material financial risks and integrating these factors into the investment philosophy and decision-making process will protect and improve the risk profile of the Fund’s investments over the long term. 

Through its investments, the Fund is looking to generate positive social and environmental impact within a framework of prudence and fiduciary duty. Ultimately, the Fund exists to pay the pensions of its members. However, managing ESG risks is an important contributor to the long-term financial health of the Fund. 

In line with the above investment belief, this Responsible Investment Policy (‘RI Policy’ or ‘the Policy’) outlines the actions we are taking to understand and manage ESG issues for the benefit of Fund members and other stakeholders. The aim is to protect the value of the Fund’s investments from ESG-related risks and capitalise on the investment opportunities that ESG issues, such as climate change, may provide. 

The Policy also covers operational aspects such as stewardship and ongoing monitoring of ESG issues and its reporting.

An earlier version of the Policy was implemented by the Fund in September 2023. The Policy was revised and subsequently reviewed and approved by the Fund’s Pensions Advisory Panel (PAP) in March 2026.

2. Policy Scope 

The Fund invests globally through a range of asset classes to invest in multiple business sectors directly and indirectly. This means the Fund’s investments are exposed to many different parts of the global economy. 
The Fund intends to apply this Policy to investment activities across all geographic locations and all asset classes including direct investments and pooled funds; and all styles including active and passive investments, liquid and illiquid. However, our ability to act and influence may vary by investment type. 

The Local Government Pension Scheme (Amendment) Regulations 2026 come into effect on 1 April 2026. Going forward, responsibility for the implementation of the Fund’s investment strategy will sit with the London Collective Investment Vehicle (LCIV). This Policy will also form the basis of our engagement with LCIV and investment managers (through LCIV) and outlines our ESG-related expectations, stewardship priorities, and escalation approach to any future ESG related challenges and concerns. For the purposes of pooling, where relevant, any reference to investment manager in this RI Policy also includes LCIV. 

3. Responsible Investment beliefs

The Fund believes that investing in well-governed companies that manage ESG risks and opportunities - such as climate change, human rights, diversity and inclusion and strong governance - in their operations and supply chains, will enhance value for its stakeholders over the long term. 

The Fund considers that responsible investment practices are entirely consistent with its twin objectives: first, to achieve sufficient long-term risk-adjusted returns for the Fund to be affordable and second, to keep the employers’ contribution rate as stable as possible.

The Fund recognises responsible investment as taking account of various ESG risks and opportunities at all stages in the investment decision making process from defining the Fund’s Strategic Asset Allocation (SAA) through implementation via manager/investment selection and continued engagement and stewardship of Fund assets. Where possible, it is important that appointed managers incorporate climate change and wider ESG considerations into their decision making on asset selection and divestment.

The Fund will proactively exercise responsible stewardship of assets held in the portfolio and act as a responsible voice in the broader investment community through organisations like LCIV and forums such as the Local Authority Pension Fund Forum (LAPFF).  

Alongside the primary focus on its fiduciary duty, the Fund will continue to prioritise climate change and other ESG parameters to advance positive social and environmental impact from its assets, including the transition towards a net-zero carbon economy. 

3.1 Responsible Investment priorities

Outlined below are the key Responsible Investment (RI) areas that are relevant to the Fund’s investments and which the Fund believes to be important to its members and beneficiaries. These priority areas will inform our Responsible Investment thinking and will be revisited every three years (or earlier as relevant).

3.1.1 Climate Change 

The Fund believes that climate change creates both investment risks and opportunities for the Fund’s investments and there is a need to advocate for an orderly transition to a climate resilient economy. The Fund is committed to achieving net-zero status across its investment portfolio by 2030. As part of this, the Fund has committed to having no direct investments in companies engaged in conventional or non-conventional fossil fuels related activities.

To continue to advance its net-zero targets in relation to climate change, the Fund will:
· understand and monitor the emissions profile of all assets on a regular basis
· expect ongoing LCIV and investment manager engagement with the highest-emitting companies in the portfolio to advance decarbonisation across their operations 
· encourage allocation to climate-solution strategies where they meet risk/return objectives
· consider TCFD-aligned reporting on an annual basis. 

3.1.2 Conflict Zones

Considering various recent geopolitical events globally, as part of our 2026 review of the Policy, we have also identified the need to articulate the Fund’s approach to investments in conflict zones. We know that this area is particularly important to our scheme members, and local community. The position outlined below will help us to determine appropriate action where there are concerns about human rights in conflict zones.
A conflict zone is any area experiencing significant and ongoing violence, armed conflict, civil unrest, or severe political instability[footnoteRef:1].  [1:  https://www.international.gc.ca/world-monde/stories-histoires/2024/2024-11-13-conflict-zone-conflit.aspx?lang=eng] 

A company’s presence/operations in conflict zones does not in itself indicate wrongdoing. The focus of the Fund is on credible and proven instances of human rights violations linked to conflicts. The Fund will not apply blanket geographic boycotts but will rely on authoritative international bodies, including the United Nations and the UK Government, to identify conflict-affected areas and associated human-rights risks and/or any violations.  

In relation to conflict zones, the Fund will not consider lists published by any advocacy or activist groups as there is a risk of them being politically biased and not having an objective basis.

In relation to investments in conflict zones, the Fund will consider: 

· Sanctions/restrictions imposed by the UK Government 
· Sanctions/restrictions imposed by the United Nations Security Council 
· Relevant lists/guidance published by global bodies including the UN Office of the High Commissioner for Human Rights 
· Ongoing cases (direct involvement) and successful convictions under the UN Genocide Convention 
· Any other qualitative criteria applied by LCIV and the investment managers, e.g. ongoing violation of UN Global Compact.
The Fund is committed to ensuring a strong focus on human rights in instances of conflicts. For identified investments, the Fund will consider enhanced engagement and escalation through LCIV (and relevant investment managers) to enforce adherence to international humanitarian law and human rights. 

The Fund will consider divestment/exclusions of:
· companies which are on the UN Office of the High Commissioner for Human Rights List (UN OHCHR List) in relation to human rights violations in any global conflicts
· companies incorporated in jurisdictions that have been subject to:
· successful genocide convictions in the past or 
· subject to ongoing cases at the International Court of Justice (ICJ)/ International Criminal Court (ICC) as jurisdictions ‘directly’ involved in possible genocide. 
The Fund believes that historic genocide findings alone don't justify indefinite exclusion if the state has undergone profound political transition and there is no elevated atrocity risk. 

The Fund will review in-scope jurisdictions under the UN Genocide criteria every five years (or earlier if required) and consider any ‘re-inclusion’ after a formal reassessment confirms that the new political environment aligns with the reinstatement conditions and broader responsible investment parameters. 

The Fund will review in-scope companies in the UN OHCHR List on an annual basis. 



3.1.3 Human Rights and Human Capital 

The Fund is committed to respecting human rights in line with international standards, including those set by the United Nations and OECD Guidelines. The Fund recognises its responsibility to influence positive real-world outcomes through investment decisions and to prevent or mitigate adverse impacts on people. As part of the focus on human rights, where material in the context of its portfolio, the Fund will consider various people-related themes and engage in effective risk management through its investment managers and LCIV while meeting the expectations of beneficiaries, partner funds, and regulators.

Alongside human rights, the Fund considers human capital an important component of long-term value creation. The Fund will encourage its investment managers, including LCIV, to promote diversity and inclusion across the assets in the portfolio. The Fund will encourage transparency in diversity reporting, inclusive hiring practices, and workplace cultures that empower all employees.

3.1.4 Strong Governance
The Fund views robust governance as a cornerstone of responsible investment and long-term value creation. Effective governance ensures accountability, transparency, and ethical decision-making across investee companies and investment managers. We expect companies to maintain clear governance structures, independent and diverse boards, and rigorous oversight of risk management, including environmental and social risks. Strong governance practices reduce operational and reputational risks, safeguard shareholder rights, and support sustainable financial performance.
Through our investment managers and LCIV, we will aim to engage with companies and managers to promote best practices in governance, including board diversity, executive accountability, and transparent reporting. Where governance standards fall short, we will escalate concerns (via investment managers and LCIV) through dialogue, collaborative engagement, and voting strategies. Our commitment to governance aligns with our fiduciary duty to protect and enhance long-term returns for beneficiaries.

3.2 Other ESG considerations

In addition to the above, the Fund will consider various other material ESG factors across all assets in the portfolio. 

Environmental – in addition to climate change and the Fund’s focus on reducing the carbon footprint of its portfolio, the Fund will consider other environmental aspects including, but not limited to, resource scarcity, waste and water management practices, and biodiversity and natural capital. These wider environmental parameters also need to be managed whilst taking advantage of new opportunities as the world transitions to a low carbon economy.

Social – the way in which companies and enterprises manage their operations with respect to employee diversity, labour market practices, health and safety, product liability and supply chain management including modern slavery and wider human rights, can be an investment risk. 



4. Our Approach to Responsible Investment 
We take the following steps to ensure the investment strategy is aligned with our RI beliefs and priorities.

4 
4.1 Integrating RI priorities into the investment decision-making process 
The Fund embeds Responsible Investment (RI) priorities across all stages of its investment process to ensure alignment with our long-term objectives and fiduciary duties. This integration begins at the strategic level, influencing asset allocation decisions and investment objectives, and extends through the selection, appointment, and ongoing monitoring of investment managers.
We also maintain continuous oversight of managers’ RI performance through regular reporting, engagement, and dialogue. Where gaps are identified, we will escalate concerns via LCIV and seek improvements through stewardship activities and governance forums. 
To ensure RI priorities remain embedded in decision-making, the Fund undertakes structured and ongoing training for PAP and Local Pension Board (LPB) members and officers. This includes sessions on ESG issues, climate risk, regulatory developments, and emerging best practices, enabling informed decisions and effective oversight. Training is reviewed annually to address knowledge gaps and incorporate evolving market standards.
4.2 Monitoring and Assessment of RI priorities 
The Fund considers monitoring and assessment of the RI priorities and wider ESG parameters as an integral part of our investment oversight process.

Our approach includes:
· Ongoing Monitoring: We require investment managers to identify, assess, and report on ESG risks within their portfolios, including climate-related, social, and governance factors on a regular basis.
· Regular Reviews: Alongside financial performance, we also consider ESG risk assessments as part of regular meetings with all investment managers and LCIV. 
· Scenario Analysis and Stress Testing: Where appropriate we will consider climate risk scenarios to understand potential impacts on the Fund’s assets and liabilities.
· Escalation and Engagement: If material ESG risks are identified, we expect managers (including LCIV) to seek mitigation strategies and, where necessary, escalate concerns through stewardship activities or governance forums. 
This process ensures that ESG risks are systematically evaluated and managed in line with our fiduciary duty and commitment to responsible investment.

The Fund provides updates on monitoring and assessment of RI priorities to the Pensions Advisory Panel on a quarterly basis. 
	
4.3 Divestment
Where serious financial or ethical concerns arise and engagement or escalation has not been effective, the Fund will engage with investment managers, including LCIV to explore divestment.
While engaging with investment managers and LCIV, we will consider:
· Financial materiality of the issue
· The company’s ability and willingness to address concerns
· Positive contributions or essential services provided
· Practicality and financial impact of divestment
· Availability of suitable alternatives
Divestment is viewed as a last resort, not a primary objective. We prioritise engagement to drive positive change, as divestment often has limited real-world impact. 
Investments will be monitored on an ongoing basis, and concerns will be raised with LCIV in cases where we believe divestment is an appropriate action for a particular investment. However, engagement, escalation and divestment will be undertaken by LCIV and its stewardship service provider. The Fund will not engage directly with any underlying companies and will also not make divestment decisions independently.
4.4 Exclusions
Where appropriate, the Fund excludes companies, sectors or asset types which are not in line with the RI priorities on climate change, conflict zones or the wider ESG parameters. Since 2016, the Fund has committed to having no direct investments in companies with exposure to fossil fuels, steps have been taken to adapt or replace mandates to enable the achievement of that goal.

Any proposed exclusions assessed in the best financial interests of stakeholders require approval by PAP. These circumstances include:

· If an investment is inappropriate to the extent that it may have a negative impact on the Fund’s long-term investment return objective.
· If an investment is inappropriate to the extent that it may have a material negative impact on the Fund’s reputation.
· If the investment would lead to contravention of international treaties or conventions.
· In cases where it is deemed not possible to influence a company through engagement or proxy voting.

The Fund will exclude assets in sectors like oil & gas, mining or tobacco and other sectors as determined from time-to-time depending on evolving RI priorities. 

For the purposes of exclusions, currently the Fund considers only direct operations of companies. Extended value chain/suppliers are not considered at this stage.

The Fund will continue to monitor the exclusions criteria on an ongoing basis to consider global RI-focused issues that might have an impact on the portfolio and performance. 
 
Any exclusions set by the Fund will be implemented by LCIV, where they are covered in pillar three of LCIV’s RI matrix (as set out later in this policy).


4.5 Private Markets and Sovereign Investments 
Private market investments, such as private equity, can be less liquid and offer limited transparency compared to public markets. To manage these risks, we expect our investment managers, including LCIV, to ensure that underlying managers integrate ESG considerations into their strategy and underwriting processes, and to agree clear guidelines or parameters. The Fund will monitor adherence to these commitments and expects RI-related commentary within regular reporting, including from LCIV.
For sovereign investments, including government bonds, ESG risks may arise from issues such as climate change, nature loss, human rights, or conflict. We expect investment managers/LCIV to assess these risks and, where possible, engage through recognised sovereign engagement frameworks, e.g. Principles for Responsible Investment Sovereign Engagement Guidance.
 
5. Stewardship and Governance 
The Fund is committed to upholding high standards of governance and promoting corporate responsibility within the companies we invest in. Effective stewardship protects the long-term financial interests of the Fund and its beneficiaries.

5 
5.1 Voting
The Fund exercises ownership rights to promote long-term value creation and responsible corporate behaviour. Voting rights are delegated to investment managers, who are expected to act in the best interests of the Fund and its beneficiaries. We expect managers to provide regular updates on their voting activity and priorities. 
For pooled funds, where direct voting is not possible, we expect investment managers/LCIV to implement pass-through voting solutions where available, enabling the Fund’s voting preferences to be reflected. We will monitor developments in this area and engage with LCIV and managers to encourage adoption of such mechanisms as they become feasible.

In addition, the Fund will regularly assess managers’ approach to voting and engagement to ensure alignment with our evolving RI priorities.

5.2 Engagement and Oversight
Stewardship activities are reviewed periodically. The Fund engages with investment managers where necessary and encourages them to provide context for voting and engagement decisions, including rationale, relevance to the Fund, and outcomes achieved.
5.3 Commitment to Best Practice
The Fund is committed to maintaining the highest standards of stewardship and governance. 
In 2025, the Fund was accepted as a signatory to the UK Stewardship Code, which demonstrates our commitment to transparency, accountability, and recognised best practice. We will aim to continue to remain a signatory to the UK Stewardship Code and uphold its principles as part of our responsible investment approach. 

When relevant, the Fund will provide updates on such initiatives to the PAP as part of its robust governance. 




5.4 Collaborative Engagement
The Fund will continue to collaborate with a wide range of stakeholders and market participants and participate in various industry initiatives, networks and forums to improve management of systemic ESG risks and to advance its RI priorities. The Fund is also fully committed to collaborating with other local authority partners including the LCIV, LAPFF, and any other private or government body to advance impact in line with its responsible investment principles.

6. Governance of this Policy  
The Policy will be reviewed: 
· Annually for any significant changes in portfolio or market circumstances or national government guidance 
· Every three years for a full review and consideration of priority themes and beliefs 

Overall responsibility for the operation of this Policy sits with the Strategic Director of Resources. 
The implementation of this Policy will be undertaken by LCIV with regular monitoring by the Fund. 

7. Application of LCIV’s RI Matrix
From April 2026, investment selection and implementation will be undertaken by LCIV. The Fund will retain ownership of its RI Policy and will work with LCIV to ensure its principles are appropriately reflected.
The Fund will need to implement its responsible investment priorities through LCIV leveraging LCIV’s stewardship activities, engagement programmes, and product offerings to advance our commitments on climate change, conflict zones, human rights, diversity, and other ESG themes. 
LCIV’s Responsible Investment (RI) Matrix establishes the governance framework through which RI priorities are operationalised across all investment activities. Stream three of the RI matrix includes restrictions/exclusions in respect of various RI priorities we have outlined in this Policy. 
By opting into stream three, the Fund confirms its alignment with LCIV’s priorities on climate action, net‑zero transition, and wider sustainability themes, including the protection and promotion of human rights. 
The Fund expects LCIV to implement its RI priorities through suitable products and strategies developed in alignment with the RI Matrix. 
However, the Fund’s ability to fully implement these focus areas may be constrained if LCIV does not offer appropriate products or solutions. In such cases, the Fund will:
1. Engage with LCIV to advocate for the development of products and strategies that reflect our responsible investment priorities.
2. Escalate through formal channels, including raising the issue at LCIV governance forums.
3. Collaborate with other LGPS funds to strengthen the case for product development and influence LCIV’s roadmap.
The Fund expects LCIV to provide regular and transparent reporting that covers both financial performance and RI matters, ensuring sufficient visibility over how its assets are being managed and how RI commitments are being implemented in practice.
8. Monitoring & Disclosure 
Since 2017, the Fund has been proactively disclosing the carbon footprint of its investments. 
The Fund will continue to take a leadership role on transparency and disclosure and will report its responsible investment activities, progress and outcomes to all stakeholders through the Fund’s website and/or relevant reports prepared as part of the governance and oversight undertaken by the PAP and LPB.  
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