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Introduction 

The fracking industry is now poised to frack for gas in the UK for the first time in seven years. 
This is devastating news for the community in Lancashire, where local democracy was 
overturned to make way for the industry.  

Fracking is not just happening in the UK. From Australia to Argentina - fracking projects are 
threatening communities, destroying local landscapes, and fuelling climate change. 

Big companies like BP won’t frack in the UK because it  “would attract the wrong kind of 
attention”. But they have no problem getting their hands dirty in other countries. 

Our local councils are investing in these companies – and by investing, they’re supporting the 
fracking industry worldwide. 

Lots of local councils already understand the threat that fracking poses to their communities, 
and many have stood against drilling in their own areas. In Scotland, Wales and Northern 
Ireland fracking has been effectively halted, but local councils still manage pension funds 
investing heavily in fracking companies. This cannot be right.  

In this report we reveal the extent of council investments in the fracking industry and shine a 
light on some of the individual fracking companies involved.  

 

Background 

What is fracking? 

Fracking, or hydraulic fracturing, is a technique for extracting gas or oil that is trapped in shale 
and other rock formations. It involves pumping large volumes of water down a well at high 
pressure, along with sand and chemicals. This fractures the rock and releases the gas or oil 
which can then flow out to the head of the well. Using a horizontal drilling technique, several 
boreholes can be drilled off one well which increases the amount of hydrocarbons that can be 
recovered. Fracking can also be executed on a well that has already been drilled using 
conventional techniques, as a means of extracting further fossil fuels. 

The clean gas myth is the ‘new climate denial’. 

The fossil fuel industry has spent decades undermining climate science and creating doubt 
about the certainty of human-made climate change. It is now known that companies like Shell 
and Exxon were aware of their contribution to climate change as early as 1981, but this did not 
stop them from funding climate denial groups. The climate of doubt created by this industry 
has slowed down action on climate change; this will cost humanity dearly, and is already 
having serious impacts on millions of people around the globe. 
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Today, the scientific debate on climate change is effectively over and so most fossil fuel 
companies have been forced to accept that climate change is real. As a result, fossil fuel 
companies have changed tack with their efforts to propagate climate misinformation. Many of 
them have claimed to support the Paris Climate Agreement, and are spending large amounts 
on PR that paints them in a positive light. As part of this strategy to look responsible, fossil fuel 
companies are promoting a myth that expansion of gas production can play a role in averting 
the climate crisis. This narrative is dangerous, as it is being used to persuade politicians and 
policy makers that we need more gas, a proportion of which could be supplied by fracking.  

The extraction and use of conventional fossil fuels has already brought us to dangerous levels 
of global warming. Advances in hydraulic fracturing technology open up a new frontier of 
previously inaccessible gas (and oil)  locked into shale and coal. This is very concerning, given 
the fact that the temperature limits set in the Paris Climate Agreement require that the fossil 
fuel industry be put into managed decline. Ironically however, Shell has claimed that the 
largest contribution it can make to “reducing emissions globally in the near term, is to 
continue to grow the role of natural gas” while BP sees gas as “playing an absolutely key role” 
in the transition to a low carbon economy.  

Last year, the Dutch Advertising watchdog censured Shell and Exxon for misleading claims on 
gas but, for the most part, the industry continues to get away with aggressively promoting the 
fossil fuel. Fossil fuel companies have successfully lobbied many G20 governments and the 
EU to support gas expansion and to host investment in numerous new gas projects. 

In reality, gas expansion is now threatening to undermine efforts to limit global warming to the 
temperature limits set out in the Paris Agreement. Analysis by Oil Change International has 
shown that the potential carbon emissions from the oil, gas, and coal in the world’s currently 
operating fields and mines would take us beyond 2°C of warming. The reserves in currently 
operating oil and gas fields alone, even with no coal, would result in warming beyond 1.5°C. 
This means that fossil gas must be phased out, not increased. 

High levels of fugitive methane emissions from shale gas extraction could mean that its 
carbon footprint is close to, or even higher than, that of coal. There is considerable 
uncertainty over how much methane escapes during fracking and transport of shale gas, with 
widely varying estimates. Global levels of methane – a powerful greenhouse gas – have risen 
significantly in the last decade, coinciding with the fracking boom in the US. Scientists from 
NASA have recently concluded that the oil and gas industry is largely responsible for the rise. 

Even if methane leakages could be reduced, increased gas would still present a serious 
climate problem as gas is a fossil fuel that releases carbon dioxide on combustion. The coal, 
oil, and gas in the world’s currently producing and under-construction projects, if fully 
extracted and burned, would bring the world far beyond safe climate limits. Therefore 
opening new gas fields is inconsistent with the goals of Paris Climate Agreement. 
Furthermore, solar and wind are now cheaper than coal and gas in many regions. This means 
that new gas, rather than displacing coal, often displaces new renewable energy.  
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The UK doesn’t want or need fracking.  

In the UK, public support for fracking is low (only 18% of the population support fracking) and 
in stark contrast to the public’s strong support (85%) for renewables. A Scottish Government 
consultation on fracking last year attracted more than 65,000 responses, of which 99% of 
respondents opposed fracking. 

The governments of Wales and Scotland both oppose fracking, with the Scottish parliament 
effectively banning the technology last year. 

More and more governments across the world are also taking action to ban fracking - with the 
Irish and French parliaments passing legislation to ban fracking, and local governments from 
New York to Victoria (Australia) also disallowing it. 

We need to keep fossil fuels in the ground to stop dangerous climate change. And we 
definitely can’t afford to start using advanced fracking techniques to open up new frontiers of 
fossil fuels, such as shale gas, if we’re serious about meeting climate targets. Combining 
these new resources with traditional oil, gas and coal resources add up to far more than our 
climate can cope with.  

 

UK councils’ investments in the fracking industry 

Our analysis shows that UK local government pensions currently invest over nine billion 
pounds in companies with fracking companies, totalling £9,075,754,080. 

The ten largest fracking holdings are held by: 

Local Authority Pension Fund  Fracking Investment in £ 

Greater Manchester Pension Fund  989,047,680 

West Yorkshire Pension Fund  513,639,500 

Strathclyde Pension Fund  388,132,081 

Tyne and Wear Pension Fund  257,665,638 

West Midlands Pension Fund  251,108,619 

South Yorkshire Pension Fund   240,541,258 

Nottinghamshire Pension Fund  216,686,595 

East Riding Pension Fund  210,374,819 

Merseyside Pension Fund  198,579,766 

Lancashire County Pension Fund  186,958,925 
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The ten funds with the largest holdings by percentage are: 

Local Authority Pension Fund  % Fracking Investment 

Dumfries and Galloway Pension Fund   6.73% 

Greater Manchester Pension Fund  5.76% 

London Borough of Merton Pension 
Fund  5.69% 

Torfaen Pension Fund  5.55% 

Dyfed Pension Fund  5.48% 

London Borough of Hammersmith 
and Fulham Pension Fund  5.44% 

Isle of Wight Council Pension Fund  5.44% 

East Riding Pension Fund  4.65% 

Nottinghamshire Pension Fund  4.59% 

London Borough of Redbridge 
Pension Fund  4.57% 

 

The breakdown of individual Pension Funds investments across the UK in fracking 
companies can be found here.   

 

The fracking companies 

Here we take a closer look at some of the individual fracking companies in which UK councils 
invest.  The following case-studies focus on companies that are being sued by New York City 
for their contribution to climate change. These companies also have murky track records in 
relation to other forms of fossil fuel extraction, climate obstruction and human rights issues. 
However these wider issues are largely beyond the scope of our case-studies.   

Royal Dutch Shell 

Shell has fracked or conducted exploratory work for fracking in locations dotted all over the 
world. It has significant live fracking operations at present and is planning to spend between 
$2 billion and $3 billion per year on shales between 2018 and 2020. Earlier this year Shell 
stated that it would increase its shale output to 200,000 barrels of oil equivalent per day by 
2020.  
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Where in the world?  

Countries in which Shell has current fracking operations include the USA, Canada, Australia 
and Argentina. Shell expects its production in Argentina's Vaca Muerta shale to expand 
tenfold by early in the next decade.  

Shell’s fracking ambition has left a trail of unrest in its wake 

Shell has fracked or attempted to frack or drill exploratory wells in numerous more countries 
and has left a trail of angry communities in its wake. In Canada, Shell’s attempt to extract coal 
bed methane from the Klappan, also known as the Sacred Headwaters was met with much 
local, national and international opposition. Klapan is culturally important for many First 
Nations people and is the source of three major wild salmon rivers.  

While preparing to drill, Shell’s relationship with the local community was fraught with conflict; 
it seems clear that First Nations people were not adequately consulted in decision-making 
processes. Following sustained protests by First Nations communities and local people, as 
well as protests by international groups, Shell was eventually forced to abandon its extraction 
plans in the region.   

Shell has fracked or attempted to frack or do exploratory drilling  in  Algeria, Tunisia, Egypt 
and South Africa which has sparked much local protest and concern. In 2011, the South 
African Advertising Standards Authority upheld complaints against Shell’s fracking advert 
campaign as being unsubstantiated and misleading.  

Shell’s fracking activities in the US are putting water supplies under severe stain. In Texas 
(where Shell is now automating parts of its extensive fracking operations) research has shown 
that fracking is having significant impacts on water stress challenges.  

In March 2018, Dutch residents reacted in horror as the ministry of economic affairs stated its 
intention to approve fracking operations by Nederlandse Aardolie Maatschappij (NAM) in 
Pieterzijl-Oost.   NAM is a 50-50 joint venture between Shell and ExxonMobil which allows 
Shell to shelter its brand from fracking’s poor reputation in its home country. Pieterzijl-Oost 
borders the ill-fated province of Groningen, where conventional gas extraction by Shell and 
Exxon Mobil has caused hundreds of earthquakes which have damaged homes and reduced 
some farmhouses to piles of rubble.  

Shell’s fracking lobby 

Shell’s annual spend on obstructive climate lobbying has been estimated at $22 million and it 
is now aggressively promoting climate misinformation about gas. In a 2017 speech, the Shell 
CEO stated  that ‘‘the largest contribution Shell can make to reducing emissions globally in the 
near term, is to continue to grow the role of natural gas.’’  

Despite clear evidence to the contrary, Shell continues to propage the myth that gas can be part 
of the solution to climate change. Shell has successfully lobbied to undermine EU renewable 
energy targets, pushing the EU to favour gas expansion over an increased ambition on 
renewables.  
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Writing to the European Commissioner, a Shell director boasted  that  “Gas is good for Europe, 
and Europe is good at gas”. Thanks to the efforts of Shell and other gas lobbyists, European 
investment in new gas infrastructure is now putting the goals of the Paris Agreement in jeopardy.  

UK council investment in Shell 

The largest single investor in Shell, among the UK local government pension funds, was the 
Greater Manchester Pension Fund, which according to our data had a £285 million stake 
in the company. 

BP 

BP is aggressively promoting gas as a “solution” to climate change, stating that its sees gas as 
“playing an absolutely key role”  in the transition to a low carbon economy. The company also 
likes to boast that it is the inventor of fracking. However BP but does not frack in its home 
country, the UK, for fear that it might “attract the wrong kind of attention”; it has indicated that 
its damaged safety record from the Gulf of Mexico spill would make it a target for protesters if 
it were to frack in the UK. BP has no problem with fracking overseas however, even when this 
is associated with violations of the rights of local communities. 

Where in the world?  

Countries in which BP currently has  fracking operations include the USA, Argentina and 
Oman. In collaboration with China National Petroleum Corporation (CNPC), BP is also 
conducting exploratory drilling for shale gas in southwestern China’s Sichuan basin. BP’s 
operations in this region involve drilling wells that are over 4000m in depth.  

In 2017, BP’s started production at its Khazzan project in Oman, a giant 200 well + fracking 
operation that will tap gas three miles below the earth’s surface. BP is looking to expand its 
shale operations in the USA; in July 2018 it spent $10.5 billion to acquire BHP’s interests in 
470,000 acres of shale fields in the Eagle Ford, Permian and Haynesville - with enough 
undeveloped land for thousands of new wells. 

In January 2018 it was alleged that  BP was working with the UK Government to side step 
sanctions that could prevent it fracking in Russia.  

BP in the Vaca Muerta of Argentina 

BP holds a 50% stake in the Pan American Energy Group (PAEG). Via, PAEG, BP is playing a 
leading role in advancing one of the world’s biggest carbon bombs, the Vaca Muerta shale 
gas and oil mega-project in Patagonia, Argentina. The Vaca Muerta has been identified as the 
biggest shale play outside North America. Combined with the hydrocarbons contained in its 
sister shale formation, Les Molles, its total resources have been estimated  to represent 
around 50 billion tons of CO2 that are currently locked in the ground. 

The territory  covered by Vaca Muerta is home to thirty nine Mapuche indigenous 
communities as well as to Argentina’s pear growing region, Allen, and several protected 
natural areas. 50 local municipalities and one province have passed local regulation against 
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fracking in Argentina. One of these moratoria was passed by the agricultural town Vista 
Alegre whose territory overlaps with BP’s flagship shale gas concession Lindero Atravesado. 
However BP continues to muscle through with its fracking plans, in spite of local objections.  

It is alleged that the rights of indigenous Mapuche communities, to free, prior, informed 
consent to drilling on their lands is being violated on a regular basis.   

Moreover pear farmers are having to abandon agricultural land while working class 
neighborhoods are raising concerns that both fracking wells and polluting waste pits are 
being located in close proximity to their homes. In addition to the obvious climate impacts, 
and concerning health risks, fracking operations in Argentina are also associated with other 
negative social impacts. For example, housing and food prices are tied to privileged oil and 
gas workers’ salaries, even though they make up a minority of the population.  

The previous track record of BP-Pan American Energy is further reason for concern.  Platform 
London has revealed that the company was involved in an alleged $300 million bribe to 
regional government officials in return for an extended oilfield licence. Other questionable 
practices by the company include using the gendarmes to suppress worker unrest and 
causing serious large-scale groundwater contamination at Koluel Kaike, where it was the last 
oil company of all operating in the area to introduce remediation measures. 

BP is a major player in the Vaca Muerta alongside other  fracking companies in which UK 
councils also invest, including Shell, ExxonMobil, Chevron and Statoil/Equinor. To read more 
about fracking in this region see recent reports by Platform London and by Enlace por la 
Justicia Energética y Socioambiental.  

UK Council investment in BP 

The largest single investor in BP, among the UK local government pension funds, was the 
Greater Manchester Pension Fund, which according to our data directly hold a £275 million 
stake in the company. 

ConocoPhillips 

ConocoPhillips is the world’s largest independent oil and gas exploration and production 
company. It is a company that seems steadfast in its devotion to unconventional fossil fuels, 
noting in April 2018, that they were  “driving our overall portfolio”. Along with Shell and BP, 
ConocoPhillips has attempted to add language to US Climate Change Bill that would have 
essentially blocked federal oversight of fracking. 

Where in the world? 

ConocoPhillips has major fracking operations in North America where vast new shale 
resources have been identified. It is fracking in big US shale oil regions such as the Permian 
Basin of Texas and New Mexico, the Eagle Ford in Texas and the Bakken in North Dakota. 
The company is also developing shale assets in Canada, where it is sinking major investment 
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into the Montney formation. As described below, ConocoPhillips also has a major fracking 
presence in Australia and is doing exploratory or pilot work in Alaska and Colombia. 

 A threat to Alaska 

ConocoPhillips is Alaska’s  largest oil producer and its recent exploration in the region has 
found some large fossil fuel reserves, some of which are likely to require fracking to be 
extracted. The prospect of fracking and disposal of waste in the Arctic’s fragile ecosystem 
poses a host of environmental concerns. 

The Obama administration banned oil and gas drilling on 3.65 million acres of land around 
Teshekpuk Lake, a 22-mile-wide water body that provides critical habitat for migratory birds, 
caribou and other wildlife. ConocoPhillips, which has fields just east of the protection area, 
has called for a lift of the ban in the lands west of their fields. The Trump Administration is 
already moving to lift drilling restrictions in Alaska. 

Thousands of wells in Queensland 

ConocoPhillips has a large stake in the Australian Pacific LNG project (APLNG). APLNG is 
Australia’s largest producer of coal seam gas. While not shale gas, coal seam gas is another 
form of unconventional gas that often requires highly invasive extraction methods, including 
fracking. The APLNG project plans to develop up to 10,000 wells in Queensland to feed the 
Curtis Island Liquified Natural Gas (LNG) plant. The production and transport of LNG present 
even more climate problems. The gas must be cooled to -162 degrees Celsius to reduce 
volume and facilitate shipping across the sea.   

On arriving in a country, or continent, the liquefied gas is generally re-gasified and then 
transported further by pipeline to its final destination. This intense process requires a lot of 
energy and therefore adds significantly to the full lifecycle emissions of producing and using 
the gas. 

Trouble in Colombia  

Despite huge public opposition, coming from wide-ranging sections of society, ConocoPhillips 
has been conducting exploratory work for unconventional hydrocarbons in San Martín, Cesar, 
Colombia. Several organisations such as CORDATEC, and the Colombia Libre de Fracking 
alliance have alleged that the company initiated its  exploration work illegally, operating 
without the specific environmental license for unconventional hydrocarbons.  

ConocoPhillips’ work in the region has been mired with controversy. In September 2016 large 
protests took place to stop machinery accessing a test site; in October 2016, riot police 
moved to repress the protest, injuring 10 demonstrators. Suspicious deaths of local activists 
have also been alleged. In February 2018, villagers’ drinking water was contaminated close to 
ConocoPhillips’ operations – the company rejected any involvement in causing the 
contamination. 
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Divestment as a tool to fight fracking  

It’s time to go on the offensive against the fracking industry 

To stop fracking, we have to go on the offensive against the global fracking fuel industry and 
hit them where it hurts - their public image and their political support. 

We also need to stand in solidarity with overseas communities who are resisting fracking by 
UK companies - and by companies in which UK councils invest.  

Getting UK councils to divest from all fossil fuels represents a powerful way to do the above - 
as the following sections will illustrate.  

What is fossil fuel divestment? 

Divestment is the opposite of investment; it simply means getting rid of, or selling off, stocks, 
bonds or other investments that are unethical and/or pose a financial risk. 

Fossil fuel divestment is now a global, rapidly growing phenomenon; all around the world 
cities, councils, organisations and institutions are showing moral leadership on climate change 
by selling off their shares and other investments in fossil fuel companies.  

Who is divesting from fossil fuels?  

Over $6 trillion worth of funds has now been committed to fossil fuel divestment worldwide. 
Full divestment commitments have so far been made by two UK local government pension 
funds, Southwark and Waltham Forest. Five more local government pension funds have made 
partial divestment commitments, namely Hackney, the Environment Agency Pension Fund, 
Haringey, South Yorkshire and Merseyside.  

Many more councils have also passed supportive motions calling on their relevant pension 
fund to divest – at least 13 councils across the UK have policies officially supporting 
divestment, these include Sheffield, Bristol, Reading, Kirklees, Derby, Monmouthshire and 
Birmingham. 

Other bodies divesting from fossil fuels include the Royal College of GPs, many UK churches, 
more than 60 UK universities, New York City’s giant $189bn pension funds and the country of 
Ireland. Unison and the Trade Union Congress have also voted to support fossil fuel 
divestment.  

How does divestment work? 

Fossil fuel divestment is modelled on movements such as the anti-Apartheid movement in the 
1980s which weakened the South African Apartheid regime, and the tobacco divestment 
movement which helped to stigmatise the tobacco industry and led to restrictive legislation on 
smoking. 
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Fossil fuel divestment works by stigmatizing the fossil fuel industry’s business practices and 
eroding its social license. This weakens its political power, opening up political breathing 
space for climate change action, legislation and the transition to renewable energy systems. 

The political influence of the fossil fuel industry can be further weakened through restrictive 
legislation compelled by divestment; for example, through the introduction of  bans on fossil 
fuel exploration and extraction or the cut back of government fossil fuel subsidies. 

Divestment is a tool to break the political power of the fracking and 
fossil fuel industries - why is this important?  

Scientists have understood the causes and consequences of climate change for decades. 
Despite this, efforts to address the climate crisis have been, and continue to be, vastly 
inadequate, despite the many co-benefits that action on climate change would bring.  

The fossil fuel industry bears significant responsibility for this delay in climate action. It has 
huge political power and influence and is successfully lobbying to delay the transition away 
from fossil fuels. It uses its money to influence, and win the favour of, politicians from a range 
of political ideologies. In the UK, Electoral Commission databases show that Conservative, 
Liberal Democrats and Labour MPs have all received donations from fossil fuel companies. 
Individual oil executives have also made multiple donations to UK politicians.  

The fossil fuel industry’s influence over politicians is making it very difficult for governments to 
take sufficient action on climate change. Rather than introducing legislation to restrict fossil 
fuels, world governments continue to support the industry. A June 2018 report showed that 
G7 governments continue to provide at least US$100 billion annually to support the 
production and consumption of fossil fuels. The UK Government supports the fossil fuel 
industry in many ways; such as through tax breaks, the provision of  UK Export Finance, 
proposals to adjust planning regulations in the industry’s favour and by lobbying overseas on 
the industry’s behalf.  

Divestment is required to remove the fossil fuel industry’s ‘clean image’, to erode its lobbying 
power and to make its money politically dangerous for politicians to accept. This creates more 
favourable conditions for the introduction of legislation that restricts the fossil fuel industry, 
such as the introduction of exploration and extraction bans, cuts to fossil fuel subsidies or 
increased carbon taxation. It also stimulates support for renewable energy and opens up 
political space for real climate solutions. 

These political and social impacts of divestment are really important because it is a lack of 
political and societal will - and not a lack of technological capability – that is now preventing 
us from taking stronger action on climate change. 

12 

http://search.electoralcommission.org.uk/?currentPage=1&rows=10&query=oil&sort=AcceptedDate&order=desc&tab=1&et=pp&et=ppm&et=tp&et=perpar&et=rd&isIrishSourceYes=true&isIrishSourceNo=true&prePoll=false&postPoll=true&register=gb&register=ni&register=none&optCols=Register&optCols=CampaigningName&optCols=AccountingUnitsAsCentralParty&optCols=IsSponsorship&optCols=IsIrishSource&optCols=RegulatedDoneeType&optCols=CompanyRegistrationNumber&optCols=Postcode&optCols=NatureOfDonation&optCols=PurposeOfVisit&optCols=DonationAction&optCols=ReportedDate&optCols=IsReportedPrePoll&optCols=ReportingPeriodName&optCols=IsBequest&optCols=IsAggregation
http://search.electoralcommission.org.uk/?currentPage=1&rows=10&query=oil&sort=AcceptedDate&order=desc&tab=1&et=pp&et=ppm&et=tp&et=perpar&et=rd&isIrishSourceYes=true&isIrishSourceNo=true&prePoll=false&postPoll=true&register=gb&register=ni&register=none&optCols=Register&optCols=CampaigningName&optCols=AccountingUnitsAsCentralParty&optCols=IsSponsorship&optCols=IsIrishSource&optCols=RegulatedDoneeType&optCols=CompanyRegistrationNumber&optCols=Postcode&optCols=NatureOfDonation&optCols=PurposeOfVisit&optCols=DonationAction&optCols=ReportedDate&optCols=IsReportedPrePoll&optCols=ReportingPeriodName&optCols=IsBequest&optCols=IsAggregation
https://www.odi.org/publications/11131-g7-fossil-fuel-subsidy-scorecard
https://www.odi.org/publications/11131-g7-fossil-fuel-subsidy-scorecard
http://www.desmog.co.uk/2017/02/28/how-big-oil-lobbying-network-makes-billions-taxpayers-north-sea-wells-run-dry
http://www.desmog.co.uk/2017/02/28/how-big-oil-lobbying-network-makes-billions-taxpayers-north-sea-wells-run-dry
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/630170/ukef-uk-export-finance-annual-report-2016-17-web.PDF
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/630170/ukef-uk-export-finance-annual-report-2016-17-web.PDF
https://www.theguardian.com/business/2018/may/17/fast-track-fracking-plan-by-uk-government-prompts-criticism
https://www.theguardian.com/environment/2017/nov/19/uk-trade-minister-lobbied-brazil-on-behalf-of-oil-giants
https://www.sciencedirect.com/science/article/pii/S0960148118301526
https://www.sciencedirect.com/science/article/pii/S0960148118301526


First published: September 3rd 2018 

Fossil fuel divestment to protect local government pensions 

The financial risks associated with continued investment in fossil fuel companies are now well 
documented.  Many divesting funds have cited both ethical and financial reasons for their 
fossil fuel divestment decisions.   

Mark Carney, Governor of the Bank of England and Chair of the Financial Stability Board, has 
warned that a carbon budget consistent with a 2°C target could “render the vast majority of 
reserves “stranded’ — oil, gas and coal that will be literally unburnable”.  The Paris Climate 
Agreement aims  to pursue efforts to limit the temperature increase even further to 1.5 °C; 
even more resources are unburnable in a budget which complies with this target.   

As low carbon technology gathers momentum, the risk that fossil fuel companies are 
overvalued is increasing. Carbon Tracker analysis has shown that even if warming was 
allowed to rise as high as 3℃, listed companies still could not burn all of their existing 
reserves. Very significantly, research just published in Nature Climate Change has shown that 
fossil fuel asset stranding will occur because of an already ongoing technological trajectory, 
irrespective of whether or not new climate policies are adopted.  

Carbon Tracker has also also shown that asset stranding risk is skewed toward listed  fossil 
fuel companies (in which local government pension funds invest) rather than towards national 
fossil fuel companies as the former hold many of the riskier, and more expensive to extract, 
fossil fuel reserves.  

Concerns that fossil fuel divestment could impose a cost in terms of reduced opportunities for 
portfolio diversification, or in terms of foregone potentially profitable investments, are not 
supported by good evidence.  

Case studies of funds who have divested from fossil fuels are not reporting adverse impacts 
although it is admittedly early days.  Fossil Free indices are performing as well or better than 
their parent indices – for example, the MSCI ACWI ex fossil fuel index has outperformed its 
parent MSCI ACWI index from 2010 to May 2018. It is true that this is a relatively short time 
period over which to measure performance; however, recent modelling studies have also 
found that fossil fuel divestment does not seem to impair long term portfolio performance.  

These findings can be explained by the fact that fossil fuel company stocks do not outperform 
other stocks on a risk-adjusted basis and provide relatively limited diversification benefits. 
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How to support divestment: further information & advice  

A network of community grassroots groups run the campaign to divest UK local government 
pension funds of fossil fuel and fracking companies.  

This network is supported by 350.org, Friends of the Earth (England, Wales and Northern 
Ireland), Friends of the Earth Scotland and Platform London.  

If you would like to raise the issue in your area then we would be happy to help. Contact 
ellen@350.org, deirdre.duff@foe.co.uk or sakina@platformlondon.org if you’re based in 
England, Wales or Northern Ireland. If you’re based in Scotland, contact Ric at 
rlander@foe.scot.  

You might also like to consult the Fossil Free UK website; www.gofossilfree.org/uk.  

 

Appendix 

Methodology used to calculate council investments 

Platform put in Freedom of Information requests through whatdotheyknow.com to the 
councils that manage all the UK local authority pension funds asking for a full list of 
investments for the financial year 2016/2017 in an excel spreadsheet. When 2016/2017 data 
was not available, data from 2015/2016 was used instead. Platform analysed the data 
provided – or pension fund annual reports and other official documents where data was not 
provided  – to calculate the amount invested by each pension fund in oil and gas companies 
that frack for unconventional gas.  

23 companies listed on the Carbon Underground 200 were identified as participating in 
fracking. This was based on companies making public statements (on websites, in annual 
reports) that they are involved in hydraulic fracturing or shale. We also included one company 
not on the Carbon Underground 200 - iGas, a smaller stock exchange-listed operator who are 
fracking in the UK - bringing our total list of fracking companies to 24.  

A google spreadsheet was created for each pension fund, with a script identifying the direct 
investments into fracking companies. This provided the total direct investments into fracking 
companies, and listed the top 10 specific companies. 

However, a significant proportion of UK council pension investments are through pooled 
investment vehicles and tracker funds - where the specific breakdown of each shareholding 
was not provided. 

To estimate this, we selected five funds with large pooled fund investments: Greater 
Manchester, Merseyside, Tyne and Wear, Essex and NE Scotland. We identified the 13 largest 
indexes for pooled fund holdings invested into by these pension funds (FTSE All-Share, FTSE 
250, FTSE World Europe ex UK, FTSE North America, FTSE World Asia Pacific ex Japan, FTSE 
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Japan, MSCI AC Asia Pacific ex Japan, FTSE Emerging, MSCI Emerging Markets, MSCI 
Emerging Markets IMI, FTSE All-World ex UK Index, FTSE RAFI All World 3000, MSCI All 
Country World). We cross-referenced these with other pension funds, and ascertained that 
these 13 make up a dominant proportion of tracker indexes and pooled holdings held by UK 
local government pension funds. 

We then examined the market capitalisation ‘weight’ of the fracking companies within each 
index. From this, we could calculate the average percentage of fracking companies within 
these 13 pooled fund indexes. The average weighted percentage was 5.5% of the fund in 
fracking companies, which we used as an estimate for other similar equity pooled funds.  

In our previous analysis of fossil fuel investments, published in our Fuelling the Fire report, we 
used a 10% figure as the estimate for all fossil fuel investments (as opposed to fracking 
investments) in pooled funds. 

This 5.5% was then applied to relevant indexes and pooled funds within individual pension 
funds. To do this, we used a script to pull out the top 15 investments for each pension fund. 
We then analysed these manually, identifying the pooled investment funds/vehicles into 
equity that matched a similar profile to the 13 funds listed above (e.g. tracker funds focusing 
on large stock exchanges in UK, North America, Europe). We then applied the average 5.5% 
proportion of fracking investments to these investments into pooled funds/vehicles. This 
enabled us to calculate the total indirect investments into fracking companies for each 
pension fund. 

By adding together the direct investments into fracking companies with the estimated indirect 
investments into fracking, we calculated  the total fracking holdings for each pension fund. 

Special Cases: 

● Ealing and West Yorkshire’s pension funds listed “Oil & Gas” as a sectoral investment. 
In the 2017 calculations, 100% of these were assessed as fossil fuels. In this fracking 
analysis, we estimated that 55% of these holdings were in fracking companies. This is 
on the basis of fracking companies making up 5.5% of pooled fund holdings, while 
fossil fuel companies make up 10%. In the case of Ealing and West Yorkshire’s Oil & 
Gas investments, 55% in fracking should be an underestimate, as the investments are 
already limited to Oil & Gas, and not fossil fuels as a whole. 
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