
The University Pension Plan and Climate Change 
Pathways Towards a Fit-For-Purpose Plan 

   
As world leaders gather in Glasgow for the COP26 climate talks, there is a growing recognition 
that the landscape of financial investment has fundamentally shifted. Representatives from the 
financial sector, led by the former Governor of the Bank of Canada Mark Carney, are leading a 
campaign to change the inner workings of the financial sector in line with escalating climate risks 
and the need for determined action. Asset managers with some $130 trillion in funds are 
committing to using science-based guidelines to reach net zero emissions across all emission 
scopes by 2050, including setting clear 2030 and 2040 interim targets and a fundamental 
commitment to transparent reporting and accounting.  
  
In contrast to this sense of urgency, the University Pension Plan (UPP) has so far been hesitant in 
committing to a clear climate strategy. The Responsible Investing Statement put forward by the 
UPP promises to “begin to evaluate forward-looking climate scenarios and potential impacts on 
investments, in line with evolving industry practices”. It also indicates a willingness “to evaluate 
and set science-aligned targets to reduce emissions”. Perhaps more positively, UPP President 
Barbara Zvan has foreshadowed a potential culture shift in the institution, noting that: “When 
climate consciousness becomes part of everyday savings and investment decisions, we make 
smarter choices, with better outcomes, and more significant impacts”. 
  
While these are promising signs, to turn aspiration into reality takes more than good words. It 
requires determined action. To date, the fund is yet to present any clear commitments, mechanisms 
or timelines surrounding climate goals. Without rapid action, the UPP will continue to fall behind 
sector leaders in climate action, creating unwarranted risks within the portfolio while sacrificing 
the reputational gains that would otherwise accrue. In response, the UPP needs to rapidly assemble 
a clear and comprehensive Paris-aligned climate strategy that can be embedded in its operations 
resulting in a culture change across the institution. Put simply: if the UPP is to prosper over the 
next decade, it cannot remain stuck on the operating principles of the past. 
 
Fortunately, there are many strategies now available that have been charted and tested by forward-
thinking pension and investment funds. These funds have pioneered ambitious climate-positive 
approaches and the UPP is now playing catch up. At the same time, both research and practice are 
proving that the immediate implementation of these strategies is plausible, necessary and 
beneficial. The purpose of this document is to indicate a range of model strategies and tools the 
UPP should adopt in the short term to safeguard its assets from unnecessary climate risk and 
assume a place as an industry leader rather than a laggard. It is time for the UPP to step up on the 
climate issue and the following five strategies would make an appropriate start. 
  



1. Launch a comprehensive, science-backed transition plan that commits to the absolute 
decarbonization of the portfolio, with a meaningful net-zero status being achieved by 
the year 2050. Accompanying this overall goal should be clear interim targets for 2030 
and 2040 and a timeline showing measures that need to be implemented on a year-
over-year basis, ending with net-zero by 2050. 

  
Many commitments to net-zero plans rightly emphasize the ethical responsibility to work within 
the IPCC’s parameters to restrict global heating to 1.5 degrees. As the University of Toronto 
recently announced, there is now a moral obligation to manage these assets in ways that encourage 
carbon emission-reducing behavior in the wider economy. The overriding mission of the university 
sector is to promote global equity and opportunity by fostering transformative ideas and practices. 
Failure of the UPP to move forward on this issue threatens considerable reputational risk for the 
member universities. 
  
What is less well recognized is that transitioning to net-zero is not only an ethical imperative but 
also a positive requirement for reducing climate risk within the portfolio. As a recent report by 
leading investment house Fidelity International highlights, most investment funds still fail to grasp 
the immediacy of the climate crisis. This has led them to markedly underestimate its impact on 
economic growth, inflation and asset prices. First, the investment risks posed by immediate climate 
change impacts are intensifying, as manifested in the recent impacts of extreme weather events. 
Second, as governments increasingly apply policy levers to promote decarbonization, the value of 
assets in carbon intensive firms will become increasingly volatile. This raises the prospect of 
significant quantities of declining or ‘stranded’ assets, not least in the fossil fuel sector. Evidently, 
pension funds that hold significant investments in carbon-intensive sectors of the economy are 
acutely vulnerable to these so-called transition risks. 
  
A full and coherent decarbonisation policy that embraces the science-based targets produced by 
the IPCC can greatly mitigate these transition risks. It is therefore imperative that the UPP commits 
to having a Paris-aligned investment strategy moving ahead. Happily, this move is projected to 
deliver significant long-term benefits. As the European Central Bank’s 2021 comprehensive 
Climate Stress Test concluded, following a survey of more than four million firms worldwide, 
there are clear fiscal advantages to adopting green policies early on to foster the transition to a 
zero-carbon economy. 
  
It is therefore imperative that the UPP adhere to a strong net-zero approach, as set out by initiatives 
such as the UN’s Net Zero Asset Owner Alliance.  As this agreement explains, a coherent net-zero 
policy not only makes long-term promises but also adopts clear and sequential short-term goals at 
regular intervals. If it is serious about its net-zero policy, the UPP will need to adopt climate 
benchmarks that incorporate clear objectives related to greenhouse gas (GHG) emission reductions 
and the transition to a low-carbon economy alongside its financial investment objectives. An array 



of such benchmarks already exist, with industry-leading examples coming from the European 
Union’s Sustainable Finance initiative such as the EU Paris-aligned Benchmark (EU PAB).  
  
Once benchmarks are selected and implemented by the UPP, consistent review is required. The 
UN Net-Zero Asset Owner Alliance suggests updating at least every five years. The European 
Union’s CTB and PAB, in contrast, require a review of measuring criteria every three years to 
consider technological and market developments as well as potential government regulations and 
changes to the IPCC targets. Due to the ever-changing sphere of climate risk and sustainable 
investment technologies, we suggest the UPP follow the EU model and revise whichever 
benchmark is selected within this same 3-year timeframe.   

 
2. An immediate negative investment screen on new oil, gas, and coal related 

investments, alongside a robust transition plan to eliminate these assets and accelerate 
net-zero goals. 

  
The science-based pathway to a 1.5 degree world produced by the International Energy Agency is 
unequivocal: the world requires an immediate cessation of new fossil fuel resource development 
followed by a marked year-on-year decline in fossil fuel consumption. On this pathway to a “1.5 
degrees world”, almost 90% of electricity generation must come from renewable sources by 2050, 
with wind and solar PV together accounting for the vast majority. Concurrently, fossil fuels must 
fall from four-fifths of total energy supply today to slightly over one-fifth. The IPCC pathway 
towards a Paris-aligned world plots a similar major reduction in fossil fuel usage. 
  
This pathway has immediate ramifications for the UPP’s investments in the fossil fuel sector. To 
meet carbon reduction targets, the UPP can no longer take on direct investments in fossil fuels and 
instead must rapidly begin to shed them. Fossil fuel companies have failed to demonstrate credible 
plans to improve their harmful practices. Typically, their pledges to attempt to meet net-zero 
targets by 2050 are vague and include plans to expand extraction by relying on speculative 
technologies and offsets. As a result, the financial industry sees little credibility in such claims. A 
recent survey of 64 large investment funds by the Financial Times showed that less than twenty 
percent were confident that fossil fuel companies will successfully transition to become greener 
businesses. At the same time, many of these same companies and their industry associations have 
demonstrated effort towards undermining, blocking, delaying, and weakening the climate policies 
required to achieve the Paris Agreement. 
  
On this basis, a clear divestment policy – such as the ones announced by the University of Toronto 
and the University of Guelph for their endowment holdings – is both paramount and highly 
productive to the broader goals of a climate-positive pension fund. This would bring the UPP into 
line with numerous industry-leading institutions that have demonstrated the benefits of negative 
investment screens. Closest to home, the University of Toronto has recently announced its decision 



to immediately and rapidly divest from fossil fuel industries across its endowment holdings. 
Moving decisively, it will divest of its direct investments in these companies within a twelve-
month timeline and will phase out its indirect investments by the end of the decade. This action 
mirrors a growing trend across pension funds worldwide, including most recently Harvard 
University and the Dutch public workers pension fund, ABP. 
  
Secondly, divestment from fossil fuels will enable the UPP to mitigate risk and pursue stronger 
returns. As Urban Hansson Brusewitz - chairman of the Swedish fund AP1 - said in announcing 
the Fund’s decision to transfer investments out of the fossil fuel sector: “Divesting from fossil 
fuels is an efficient way for the fund to manage the financial risk associated with a transition in 
line with the Paris agreement”. Notably, the 2020 Annual Report for AP1 highlights how this 
withdrawal from investments in fossil fuels across all asset classes contributed to a positive net 
investment income and a 46% reduction of the fund’s carbon footprint. Such an example mirrors 
an increasing volume of academic studies that provide compelling evidence regarding the positive 
benefits of investment screens on a portfolio’s performance. A recent study conducted by Hunt 
and Weber demonstrated how portfolios that have been divested outperform those that remain 
invested in fossil fuels. The empirical findings of this study measured six differing divestment 
strategies against an S&P TSX Composite Benchmark. The TSX benchmark saw an 11.30% total 
return across the sample period, a return that was defeated by all six divestment strategies, which 
saw total returns over the same period ranging between 12.30% and 21.40%. Notably, strategies 
which removed all assets from the Energy Sector, excluding renewables, saw the highest return of 
21.40%, beating the benchmark by 10.10%. Such results are mirrored by the detailed findings in 
two independently produced reports by leading investment funds Blackrock and Mekata. 
  

3. A commitment to reallocate freed-up funds to profitable climate solutions and 
increase the percentage of the portfolio invested in investment grade renewable 
energy assets.  

  
To assist the transition towards a Paris-compliant net-zero target, we urge the UPP to first consider 
escalating its direct investments in renewable energy companies and related opportunities. 
According to the targets set out in the Paris Agreement, annual investment in renewables is needed 
to at least double to US$660 billion.  At the same time, the market for sustainable investment 
opportunities has greatly expanded amidst Covid-19 induced volatility. It is estimated that the 
value of sustainability-themed investment products was $3.2 trillion in 2020, up over 80% from 
the previous year. 
  
There is robust evidence to suggest that such a strategy carries both fiduciary and environmental 
benefits. As an asset class, renewables have outperformed the fossil fuel industry over the last 
decade in the United States, United Kingdom, Germany, and France. Between January 2010 and 
December 2019, the renewables industry generated a return of 192.3% in the US, outperforming 



the fossil fuel industry in the same period by 95.1%, with less volatility. Similarly, recent analysis 
from Mercer estimates that the renewables sub-sector would see average annual returns increase 
by between 6% and 54% over a 35-year time horizon. In contrast, the oil sector could see expected 
average returns falling from 6.6% to 2.5% per year. 
  
Additionally, many new green investment products are now available on the market. Some of these 
products include sustainable funds, with a value of $1.7 trillion, green bonds valued at over $1 
trillion, and a combination of social and mixed-sustainability bonds valued at over $440 billion. 
With respect to passive investment management, the growing presence of green and sustainable 
index funds is making sustainable passive management more and more of a reality. One Canadian 
example of such investment vehicles is the NEI ESG Canadian Enhanced Index Fund Series A, 
which has a sustainability score of 99.5%, and is consistently rated A or A+ by PRI. An 
international example is the Mackenzie Greenchip Global Environmental All Cap Fund, with a 
sustainability score of 98.4%.  
  
With the financial return available in the green energy sector, the plausibility of fully transitioning, 
and the many green energy passive investment vehicles joining the market, there is no shortage of 
investment grade opportunities for the UPP to seek out to transition their non-renewable 
investments into renewables over time, further bolstering the UPP’s risk required goal of net-zero 
by 2050.  
  

4.    Setting and upholding robust and climate-related engagement criteria for owned 
companies, alongside a commitment to divest from companies which fail to 
correspond to said climate-related engagement criteria.  

  
Although we recognize the importance of shareholder engagement in a transition to net-zero by 
2050, it is important to emphasise that certain sectors are incapable or unwilling to make the 
transition to net-zero. In such cases, shareholder engagement criteria cannot be applied. While 
some fossil fuel companies, for example, have made pledges to attempt to meet net-zero targets 
by 2050, they aim to do so while expanding extraction and relying on speculative technologies and 
offsets. A recent survey of 64 large investment funds by the Financial Times showed that less than 
twenty percent were confident that fossil fuel companies will successfully transition to become 
greener businesses. At the same time, many of these same companies and their industry 
associations have continued their demonstrated practice of undermining, blocking, delaying, and 
weakening the climate policies required to achieve the Paris Agreement.  
 
For other companies, a robust climate-related engagement criteria must be initiated by the UPP. 
This engagement criteria itself can take numerous forms, but the approach that is currently being 
utilized by the UPP does not meet the mark to ensure  full commitment. In short, the UPP must 
actively engage in such a way as to ensure that the companies in which it invests are committed to 



their own clear timeline, backed with science based, year-over-year benchmarks, in order to reach 
net-zero by 2050.  
  

5.    Full disclosure of the UPP’s holdings alongside transparent reporting of ESG 
benchmark criteria for all owned companies and external asset managers.  

  
One pillar of the UPP’s governance model is a commitment to uphold transparency across plan 
operations, funding, and decision-making. To assure its members that the holdings of the UPP 
accord with the Paris Agreement, the UPP must commit to assuring transparency regarding its 
holdings and how they measure up to climate and ESG benchmarks. At present, however, the UPP 
is unclear about its transparency goals. The commitment to reporting “proxy voting and other 
stewardship activities” is positive. However, this represents a small fraction of the transparency 
needed at the institutional level to ensure a strong relationship through dialogue with the 
membership. Given that the UPP relies upon the companies it invests in to be transparent, it needs 
to accept that it too must be held to exacting standards of disclosure. There are, of course, sector 
leading models that could be followed.  
 
The Swedish AP public pension fund system, for example, sets a high standard for transparency 
through disclosure. Twice yearly, each of the AP Funds must publish a list of holdings for the 
scrutiny of its members and the general public. This level of transparency forms a key element of 
its governance commitment: it recognises that an ethical pension fund can be open about what it 
invests in as part of a commitment to better serve its membership. On this basis, the fund has 
adopted a clear strategy for calculating and reporting GHG emissions from fund investments. 
These figures are reported yearly in the Fund’s annual report published online. Such emissions 
calculations alongside full disclosure of holdings have allowed the Fund and its members to better 
understand the portfolio’s changing exposure to climate risks.  
  
The Swedish example provides an important benchmark for transparency. The UPP, however, 
need not look quite so far for an appropriate model. One of the UPP’s foundational pension funds 
– the Queen’s Pension Plan (QPP) – developed sector-leading transparency policies that included 
voluntary disclosure of detailed holdings information for all direct holdings. As in the Swedish 
example, this policy allowed members to see where their money was invested on an annual basis. 
The UPP, however, presently has no plans to match the transparency commitments of the QPP. 
Instead, it indicates that it will retreat from the transparency benchmark set by Queen’s and restrict 
the disclosure of direct investments to its membership. This has the perverse effect of depriving 
members based at Queen’s of the degree of transparency formerly available to them while failing 
to embrace sector-leading approaches to transparency. It also speaks to a partial approach to 
transparency that is unwelcome given the rhetoric of dialogue. 
  



The undersigned demand that the UPP adopt an industry-leading climate policy building 
upon the above five points. This is not a time for half measures: both fiduciary and ethical 
responsibility require rapid and comprehensive action. Other pension funds globally have 
charted an appropriate way forward. It is time for the UPP to rapidly catch up. 
 

[To sign on in support of this letter please click here] 
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