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[bookmark: Salutation]Dear Bethan, Tom, Andrew and David, 
[bookmark: Start]Mercer is a global consulting leader in talent, health, retirement, and investments. In the UK, our client base includes employers and trustees providing occupational pension schemes to employees in all sectors of industry. We provide pensions advice and services to companies in the FTSE100, but we also have a large proportion of clients that are employers classed as “Small to Medium sized Enterprises”, or trustees of pension schemes with sponsoring employers in this class. 
Mercer was a founding signatory, in 2006, of the United Nations supported Principles for Responsible Investment (PRI). 
We welcome the opportunity to respond to this consultation and are supportive of using the TCFD as the framework for disclosure of climate-related risks and opportunities for UK pension schemes.  Our detailed responses to the questions are set out below but in summary our key points are:
We are broadly supportive of the proposed scope and timescales for the mandatory climate governance and reporting requirements although we believe that there may be instances where the government may wish to consider exemptions from full TCFD reporting (for example schemes with very short time horizons to buy-out).
The management of climate risks will rely, in part, on the asset management community providing useful and timely data analysis on the climate exposures of asset portfolios.  It will be important for the DWP and FCA to work closely in order to ensure consistency between asset owners and asset managers concerning climate risk management and disclosure.  
We are supportive of the regulations and statutory guidance not specifying metrics that trustees have to use.  Climate risk monitoring and management is a developing area.  Allowing trustees the flexibility to consider the use of different metrics over time will allow them to keep up to date with progress across the industry.   
We support the public disclosure of the climate reporting to allow comparison, scrutiny and challenge across the industry insofar that the disclosures provided sufficient supporting background to each scheme to help justify the decisions made by each trustee board.
We agree that trustees of defined benefit schemes should not consider the impact of climate risk and opportunities on investment alone but should consider the exposure of their sponsor covenant to these risks.  For the disclosures, we are of the view that the content relating to funding and covenant should be kept at a high level.  Many funding negotiations are sensitive and confidential and therefore trustees should not be obliged to disclose the full detail of the conversations, where they relate to climate risk.
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Question 1
We propose that the following schemes should be in scope of the mandatory climate governance and Task Force on Climate-related Financial Disclosures (TCFD) reporting requirements set out in this consultation:
Trust schemes with £1 billion or more in net assets
Authorised master trusts
Authorised schemes offering collective money purchase benefits
Do you agree with our policy proposals?
We agree that using the TCFD as the framework for disclosure of climate-related risks and opportunities for UK pension schemes is the best approach given the aim to use the TCFD’s recommendations for financial disclosures of climate risk across large asset owners and corporations from 2022.  A consistent and clear framework will help members of UK pension schemes understand what their trustees or providers are doing in order to manage climate-related risks.  
We are supportive that the schemes listed above will fall in- scope for the mandatory climate governance and reporting requirements. All UK pension schemes should take account of the risks and opportunities presented by climate change in a proportionate way that reflects their circumstances. 
We agree with the consultation document that large defined benefit schemes that are well progressed on their de-risking journey plan should still fall in scope of the proposals if they are holding assets which have an exposure to climate-related risk.  We would classify these assets as non-annuity policies and non-cash.
However, there may be instances where the government may wish to consider exemptions from full TCFD reporting. For example this may include instances where a scheme meets a number of criteria concurrently including a very short time horizon to buy-out, is well funded and has the lion’s share of assets invested in cash, gilts (including repo and derivatives), interest and inflation swaps and/or bulk annuities.    


Question 2
We propose that:
a)	trustees of schemes with £5 billion or more in net assets on their first scheme year end date to fall on or after 1 June 2020 are subject to the climate governance requirements from 1 October 2021 and the trustees must publish a TCFD report within 7 months of the current scheme year end date or by 31 December 2022 if earlier
b)	trustees of schemes with £1 billion or more in net assets on the first scheme year end date to fall on or after 1 June 2021 are subject to the climate governance requirements from 1 October 2022, and the trustees must publish a TCFD report within 7 months of the current scheme year end date, or by 31 December 2023 if earlier
c)	trustees of master trust or collective money purchase schemes which are authorised on 1 October 2021 are subject to the climate governance requirements with immediate effect, and the trustees must publish a TCFD report in line within 7 months of the current scheme year end date, or by 31 December 2022
After 1 October 2021:
d)	trustees of master trust or collective money purchase schemes which become authorised are subject to the climate governance requirements with immediate effect, and the trustees must publish a TCFD report within 7 months of the current scheme year end date
e)	where schemes cease to require authorisation, the climate governance and TCFD-aligned reporting requirements fall away with immediate effect, unless they remain in scope via the asset threshold on the previous scheme year end date
From 1 June 2022 onward:
f)	trustees of schemes not already in scope of the requirements and with £1 billion or more in net assets on any subsequent scheme year end date:
· are subject to the climate governance requirements starting from one year after the scheme year end date on which the £1 billion asset threshold was met
· must publish a TCFD report within 7 months of the end of the scheme year from which the climate governance requirements apply
g)	trustees of schemes in scope of the requirements whose net assets fall below £500m on any subsequent scheme year end date cease to be subject to the climate governance requirements with immediate effect (unless they are an authorised scheme) but must still publish their TCFD report for the scheme year which has just ended within 7 months of the scheme year end date
Do you agree with the policy proposals?
We are broadly supportive of the proposed timescales subject to the following points:
We understand a consultation on the statutory guidance and the regulations supporting the proposals in this consultation will be open in early 2021.  Any delays to that consultation process and finalisation of the regulations and guidance could make the implementation timetable too tight for the schemes that fall under the first reporting deadline.
Those schemes with a 30 September year-end would be required to report by 31 December 2022, which is a tight reporting timeframe if the climate disclosures need to report on the scheme’s position at the scheme year-end.  
The guidance around large schemes falling in asset size to £500m needs to be clearer. We propose that schemes with a high proportion of low risk assets (bulk annuities, gilts, cash and interest rate/inflation swaps) should be excluded from the disclosure requirements.  This should be built into the guidance around the minimum asset size for reporting.
The Government may wish to encourage occupational pension schemes generally to voluntarily report in line with TCFD proposals as best they can (recognising that TCFD reporting can be implemented in stages) by requiring scheme’s to include in their ESG polices whether or not they report in line with any TCFD recommendations.
Question 3
Subject to Government deciding to adopt any of the governance or reporting requirements proposed in this consultation, we propose to conduct a review in 2024 on whether to extend the measures to schemes with below £1 billion in net assets which are not authorised master trusts or an authorised scheme offering collective money purchase benefits, and if so how and on what timescale.
This review would be informed by consideration of TCFD disclosures by occupational pension schemes to-date, their impact, and the availability and quality of both free and paid-for tools and services.
We would propose also to review any regulations and statutory guidance which had been put in place to identify whether any of this needs to be strengthened or updated.
Do you agree with these proposals?
We are supportive with the proposal to conduct a review in 2024 on whether or not to extend the measures to schemes with below £1billion net assets.  It would be beneficial to understand the effectiveness of the disclosure from the following perspectives:
Governance time – Both in terms of time spent producing and consolidating the analysis required for the disclosures; and in terms of the time spent by trustees in considering the analysis and making informed investment decisions.  In particular, trustees should take climate-related risks into account alongside the scheme’s other risk exposures and to take a pragmatic view on where they should focus their time for the benefit of their beneficiaries.  
Governance cost –monetary spend for producing and consolidating the analysis required for the disclosures.  We believe there is value in this for smaller schemes but it will be important to understand better which elements of the framework are most value adding and how processes can be streamlined.  This is important because, in our view, most of the value in climate change risk analysis is in the interpretation of the output, rather than solely deriving the analysis.
Effective decision making – how trustees have used the information in the disclosures to make informed investment decisions and what changes were implemented;
Member communication – how beneficial the disclosures have been in informing members of their scheme’s approach to managing and mitigating climate risk, and taking advantage of climate-related opportunities.
Availability of data – Trustees will be reliant on the asset management community for both the provision and quality of data (for example, regarding climate/carbon exposures) and on the availability of investment products that support the transition to a low carbon economy, particularly concerning pooled funds.  The review should consider how data availability across the industry has changed to inform the decision on the extent to extend the reporting requirements to smaller pension schemes. 
Question 4
We propose that regulations require trustees to:
a)	adopt and maintain oversight of climate risks and opportunities
b)	establish and maintain processes by which trustees, on an ongoing basis, satisfy themselves that persons managing the scheme, are assessing and managing climate-related risks and opportunities.
We also propose that regulations require trustees to describe:
c)	the role of trustees in ensuring oversight of climate-related risks and opportunities
d)	the role of those managing the scheme in assessing and managing climate-related risks and opportunities, only insofar as this relates to the scheme itself and the processes by which trustees satisfy themselves that this is being done
We propose that statutory guidance will cover the matters in the box above.
Do you agree with these proposals?
We are supportive of the proposed governance framework for establishing processes and maintaining oversight of climate risks and opportunities for pension trustees.  With the explicit reference to climate related risk in the updated Occupational Pension Schemes (Investment and Disclosure) Regulations, most trustees are already placing greater attention on climate risk from an investment perspective and we see this enhancing over time.  We would like to see all pension trustees using the TCFD framework as a structure on which to consider climate related risks and opportunities, even before they formally report or disclose on these risks.
As part of ongoing risk management process, all trust based pension schemes, including those with a low risk investment strategy, should still take into account all possible risks, including climate change, to understand its materiality across the scheme’s investment strategy, funding or covenant.  
We agree that the general governance regime for occupational pension schemes (and associated statutory Code of Practice) needs to be consistent with and recognise any TCFD governance and reporting requirements, so as not to create a double administrative burden for in scope schemes.  
Question 5
We propose that regulations require trustees to identify and disclose the climate change risks and opportunities relevant to their scheme over the short, medium and long term, and to assess and describe their impact on their investment and funding strategy.
We propose statutory guidance will cover the matters outlined in the box above.
Do you agree with these proposals?
Time horizons
We agree with the proposals to consider climate change risks and opportunities over different time horizons.  It would be helpful for the statutory guidance to give clarity about what short, medium and long term means for different schemes and different situations.  For example:
Defined benefit schemes with an investment and funding objective to buy-in/out the majority/all scheme assets within a 10 year time horizon, say;
Defined benefit schemes progressing along a de-risking journey plan should take into account the likely exposure to climate related risks and opportunities along the journey pathway, and once the long-term funding target has been achieved.  We would expect the size and nature of the exposure to climate risk to change along a de-risking pathway, therefore it is important for trustees to be cognisant of this when setting targets and choosing the appropriate metrics.  It would be helpful for the statutory guidance to impress this point when referencing to different time horizons.
For defined contribution schemes, the time horizons will vary for each member of the schemes.  Whilst it is important to consider the climate risks and opportunities across the full default fund journey pathway, trustees should also give a view on the exposure to different cohorts of members based on their time from retirement.  This is important when considering climate transition risks, which are likely to be pronounced in the near term.
Defined benefit schemes: Investment and funding strategy
We agree that trustees of defined benefit schemes should not consider the impact of climate risk and opportunities on investment alone but should consider the exposure to their sponsor to these risks and how it could impact the covenant.  For the climate reporting disclosures, we are of the view that the content relating to funding and covenant should be kept at a high level and reference the level to which these risks or issues have been taken into account in the discussions.  Many funding negotiations are sensitive and confidential and therefore trustees should not be obliged to disclose the full detail of the conversations, where they relate to climate risk.
Question 6
We propose that regulations require trustees to assess the resilience of their assets, liabilities and investment strategy and, in the case of defined benefit (DB), funding strategy, as far as they are able, in at least two climate-related scenarios, one of which must be a 2°C or lower scenario and to disclose the results of this assessment.
We propose statutory guidance will cover the matters outlined in the box above.
Do you agree with these proposals?
We see the value of using scenario analysis to understand investment portfolio exposures to climate-related risks.  This understanding will allow trustees to develop a plan to be able to manage and mitigate the risk.  The IIGCC’s principles for climate-related scenario analysis in its ‘Navigating climate scenario analysis – a guide for institutional investors’ are a helpful starting point for trustees to understand what it is they need to consider and why.  
We also agree with the value of looking at scenario analysis at the total portfolio, asset class and sector level to get a better understanding of where the risk exposures lie.   Being able to understand and practically implement findings will rely, in part, in the asset management community providing useful and timely data analysis on the climate exposures of asset portfolios.  It will be important for the DWP and FCA to work closely in order to ensure consistency between asset owners and asset managers concerning climate risk disclosure.  A particular focus on defined contribution platform providers would be helpful given trustees utilising an investment platform on behalf of their members are one-step removed from the underlying managers.
Climate scenario analysis is still developing and we note the suggestion that trustees can utilise both qualitative and quantitative approaches.  We expect most trustees would want to support any qualitative analysis with a quantitative approach.
We are aware that with any use of models, there are limitations and the output needs to be fully understood before any investment decisions should be taken.  This is important for schemes that may carry out scenario modelling in-house.  We would like to see the statutory guidance provide some support to trustees in how climate-related scenarios analysis can be interpreted to avoid misinterpretation and ineffective investment decisions being made.  In particular, given the nature and time horizon of climate risk, a relative approach of the impacts across different scenarios and timeframes should be informative in order for trustees to start to consider the impact of climate risk on their scheme assets.
We are supportive of considering a 2oC or lower scenario when looking at climate-related scenario.  We would also recommend the consideration of a 4oC scenario as the comparator climate-related scenario. In our view, the 4oC pathway is helpful and realistic scenario to consider and to make informed investment decisions alongside the 2oC pathway.  Higher warming pathways above 4oC can provide extreme results that may not be helpful in leading to meaningful action by trustees.  
We believe the interpretation of the asset class impacts under each climate-related scenario should not be prescribed.  It is important to have the diversity of views across the industry as well as the tools that are used to carry out the modelling in order to avoid the susceptibility to model risk and reliance on a few, ultimately deterministic, economic pathways.  
There is also value in looking at a shock via a stress test approach.  Stress tests are useful to understand the impact on scheme investments if there was, for example, an ‘overnight’ re-pricing event linked to climate change, such as the introduction of policy to accelerate the timeframe to becoming carbon neutral, which could have a significant impact on the outlook for certain asset classes and/or sectors.  A recent example of a company-level re-pricing event was the write down of assets by BP, as it cut its forecasts of future energy prices due to the reduced demand in oil following the coronavirus pandemic. However, we see the potential for more serious re-pricing events that impact entire industries and markets. The introduction of the TCFD framework is seeking to avoid these failures.
It is helpful to include a list of free to use climate-related investment tools, however these tools all take different approaches and have different outputs.  For example, the Transition Pathway Initiative tool does not offer scenario analysis but is a useful tool to help understand potential risk exposures at a company level.  This is important because a misunderstanding of the output and data could lead to sub-optimal actions being taken.  
In respect of assessing impact of climate change scenarios on the sponsor covenant, we would recommend that sponsors are consulted on any proposed disclosures. We would also suggest that the guidance is clear that trustees should not disclose confidential or commercially sensitive information that may have been used in the preparation of any scenario or covenant analysis.
Scenario analysis should be carried once every three years or following any significant changes to the investment and or funding strategy.


Question 7
We propose that regulations require trustees to:
a)	adopt and maintain processes for identification, assessment and management of climate-related risks
b)	integrate the processes described in a) within the scheme’s overall risk management
We also propose the regulations require trustees to disclose:
c)	the processes outlined in part a) above
We propose statutory guidance will cover the matters outlined in the box above.
Do you agree with these proposals?
Trustee boards will be familiar with the risk management framework and therefore including climate risk in existing frameworks will be a useful way to help trustees with the practical monitoring and management of climate risk alongside the other risks a scheme is exposed to.  
Trustees should take climate-related risks into account alongside the scheme’s other risk exposures and take a pragmatic view on where they should focus their time for the benefit of their beneficiaries.  This does not mean that trustees should ignore climate-related risks.  One of the most important steps in managing a risk is in understanding what your exposure to a particular risk is.  Only then can a proportionate response be developed to manage that risk.  Unlike many other risks that pension schemes are exposed to, climate change is a systemic risk that will affect all investors.
As noted in our response to question 4, all trust based pension schemes, including those with a low risk investment strategy, should still take into account all possible risks (including climate change) as part of ongoing risk management process, even if the conclusion is that climate risk is not material for that scheme.  In our view, those defined benefit schemes which are invested in low-risk assets, such as cash, gilts (including gilt exposures gained via derivatives or repo), interest rate and inflation swaps, and bulk annuities, should be exempt from the mandatory requirements in respect of the full disclosure but should still document the risk in a scheme’s wider risk management framework, such as a risk register.  
As noted in our response to question 6, the management of climate risks will rely, in part, in the asset management community providing useful and timely data analysis on the climate exposures of asset portfolios.  It will be important for the DWP and FCA to work closely in order to ensure consistency between asset owners and asset managers concerning climate risk management and disclosure.  
Question 8
a)	select at least one greenhouse gas (GHG) emissions-based metric and at least one non-emissions-based metric to assess the scheme’s assets against climate-related risks and opportunities and review the selection on an ongoing basis b) obtain the Scope 1, 2 and 3 GHG emissions of the portfolio, and other non-emissions-based data, as far as they are able c) calculate and disclose metrics (including at least one emissions-based metric and at least one non-emissions-based metric) used to quantify the effects of climate change on the scheme and assess climate-related risks and opportunities
We also propose in regulations that trustees be required to disclose:
b)	why the emissions data that is estimated does not cover all asset classes, if this is the case
We propose that trustees will not be mandated to use a specific measure to assess the effects of climate change on the scheme’s portfolio.
We propose statutory guidance will cover the matters outlined in the box above.
Do you agree with these proposals?
We are supportive of the regulations and statutory guidance not specifying metrics that trustees have to use, although we note that weighted average carbon intensity (WACI) is a recommended metric of the framework.  Climate risk monitoring and management is a developing area therefore allowing trustees the flexibility to consider the use of different metrics over time will allow them to keep up to date with the progress across the industry.   Part of this will be the development of metrics that will available across all asset classes (including credit assets, illiquid assets and private assets) so trustees will be able to make better informed decisions across their total portfolio.
In choosing a metric to monitor climate risk exposure (either an emissions based or non-emissions based metric), it is important to truly understand what that metric is demonstrating and what the limitations are.  In our view, it is appropriate to consider more than one metric in order to get a balanced view of climate risk exposure.  For example, WACI is commonly used due to its availability when looking at carbon intensity of an equity portfolio.  However, the metric is a snapshot in time and backward looking in nature and so it does not provide any insight into how particular companies are changing their business plans in order to move towards a low carbon economy.
Given the availability of WACI, there is a risk of many pension schemes using this as a metric and using this to help meet a carbon reduction target.  This may have unintended consequences because of similar actions being taken by many.  We are also aware of some asset owners, which have committed to be fossil free but do not have a plan in place on how this can be achieved nor any wider impacts that this objective may have at the asset manager or total portfolio level.
In the fixed income space, we have experienced issues with carbon footprinting where carbon exposures are mapped to a parent company, which is very carbon intensive but the particular security is being issued from a carbon efficient arm of the conglomerate – this then impacts the overall carbon footprint. Coverage is also more of a challenge compared to listed equity.
Metrics are only helpful if you are able to interpret the output and make informed decisions following that.  It would also be useful for trustees to understand the strengths and weakness of a range of metrics and the type of targets that could be set in relation to these.  This can help trustees have a better understanding of what target can have the biggest impact in helping to reduce climate risk or help support a transition to a low carbon economy and what a feasible target could be.   
We believe that quarterly disclosure of climate related metrics can be onerous to produce (given the current limitations on data availability) and may create short-termism in terms of decision-making.  The recent amendments to the Occupational Pension Schemes (Investment and Disclosure) Regulations requires trustees to focus more on longer-term investment decisions and monitoring, therefore we believe this should also be a focus in respect of climate metrics.  In our view, most climate metrics do not vary significantly on an annual basis therefore we have a preference for annual disclosure. 
In our experience of helping trustees to monitor climate-related metrics, it can be a challenge to collect data from asset managers in a comparable format, even when a specific template is provided and it is known that a manager has the capability to provide the requested data.  We also note that asset managers have license issues with their climate metric data providers, which means they can only disclose high-level information to asset owners and, for example, limited or no company-level detail.
Question 9
We propose that regulations require trustees to:
a)	set at least one target to manage climate-related risks for one of the metrics trustees have chosen to calculate, and to disclose those targets(s)
b)	calculate performance against those targets as far as trustees are able and disclose that performance
We propose statutory guidance will cover the matters outlined in the box above.
Do you agree with these proposals?
Targets are helpful for being able to influence change and with pension schemes holding significant assets, we appreciate the Government’s view that trustees should be instrumental in reducing the impact of climate change through the investment decisions they make.  


Before setting any targets, trustees should consider both quantitative and qualitative climate risk measures and agree on what their objective is with regards to their exposure and management of climate related risk and opportunities.  Different metrics give different perspectives and the whole picture is important to understand before setting a target or making a change/investment decision.  
In addition, targets should only be set if they ultimately improve the security of member benefits.  Given the nature and objectives of pension schemes will differ depending on the unique circumstances of each scheme, it should be made clear in the statutory guidance that targets will be scheme specific and should not just be about reduction but also focus on forward looking transition metrics and green/sustainable solution targets. Schemes invested predominantly in gilts and/or bulk annuities may feel a target is not appropriate.  We believe that there are limited means of reducing or removing any remaining climate-risk-related exposures attaching to investments in gilts and bulk annuities.  
Question 10
We propose that, for all schemes in scope:
a)	the trustees should be required to publish their TCFD report in full on a publicly available website where the report is accessible free of charge
b)	the trustees should be required to include in the Annual Report and Accounts a website link to the location where the full TCFD report may be accessed in full
c)	the trustees must notify all members to whom they must send the annual benefit statement of the website address where they can locate the full TCFD report – this must be set out in the annual benefit statement
d)	the trustees should be required to report the location of their published TCFD report to the Regulator by including the corresponding website address in their scheme return
e)	the trustees should also be required to report the location of their published Statement of Investment Principles (SIP), Implementation Statement and excerpts of the Chair’s Statement by including the corresponding website address or addresses in their scheme return
Do you agree with these proposals?
Is there a better way to notify members of where to find this information?
For example, for DB schemes, might the summary funding statement required by regulation 15 of the Disclosure Regulations be a more appropriate way to signpost members to this information?
We support the public disclosure of the climate reporting to allow comparison, scrutiny and challenge across the industry insofar that the disclosures provided sufficient supporting background to each scheme to help justify the decisions made by each trustee board.
As with all disclosures and reporting, they are only valuable if they can help enhance informed decision making and provide useful information to all stakeholders, rather than being a compliance document.
The proposals relating to how to inform members of where to find the information are sensible and a central scheme website housing all publically available scheme documentation is the most efficient and flexible approach.  We are supportive of signposting the documents and website to members via their annual benefit statements or the summary funding statement, for DB schemes that do not issue annual benefit statements, however we believe that trustees should have greater flexibility in choosing the method by which they signpost members to the full TCFD report so that for example, they could use a newsletter to signpost members to the relevant information. .
In our view however, the key issue for trustees is not where members can find the information but how they communicate the information to members.
Question 11
We propose that:
a)	The Pensions Regulator (TPR) will have the power to administer discretionary penalties for TCFD reports they deem to be inadequate in meeting the requirements in the regulations
b)	there will be no duty on TPR to issue a mandatory penalty, except in instances of total non-compliance where no TCFD report is published
c)	in all other respects, we propose to model the compliance measures on the existing penalty regime set out in regulations 26 to 33 of the Occupational Pension Schemes (Charges and Governance) Regulations 2015
d)	failure to notify members via the Annual Benefit Statement or to include a link to the TCFD report from the Annual Report will be subject to the existing penalty regime set out in regulation 5 of the Disclosure Regulations
Do you agree with this approach?
We supportive of the proposed penalties as they are consistent with the current framework in place in respect of other disclosure requirements however, we would highlight are concerns that the representatives from tPR may not currently be in a position to be able to determine whether individual disclosures are adequate. We would therefore recommend DWP and tPR investigate the feasibility of developing a scoring or tiered system for pension scheme TCFD disclosures.


Question 12
Do you have any comments on the new regulatory burdens to business and benefits, and wider non-monetised impacts we have estimated and discussed in the draft impact assessment?
The consultation document assumes that many large pension schemes will have in-house support and therefore they will have the resource to be able to produce the disclosures and the supporting analysis.  We have heard concerns from trustees of large schemes where they do not have any in-house investment expertise, or where their in-house investment teams do not feel sufficiently competent to be able to carry out any climate-related analysis on behalf of their schemes.  This will place greater reliance on the support of external experts and consultants, which may increase the cost estimate provided in the impact assessment section of the consultation.  
We have spoken to several trustees of large pension schemes.  The general view is that climate risk should be considered as part of the trustees’ overall risk management process but a pragmatic approach to the management of climate risk should be taken having regard to the particular circumstances, and broader investment objectives, of a scheme and the other investment risks to which a scheme is exposed. 
Whilst they appreciate the significance of climate change as a systemic risk, their concern is around the amount of work that will be required in being able to produce the disclosures and to actively monitor and manage climate risk.  They anticipate additional costs (in terms of both time and expense) in addressing member queries; enhancing member benefit statements; covenant work; consultant input and modelling; and legal advisor costs.  
A number of clients whose sponsor is already or is intending to report in line with the TCFD framework have welcomed the regulations and see this as a way of more effectively aligning the sustainability ambitions of the pension scheme with the sponsor.
Question 13
Do you have:
a)	any comments on the impact of our proposals on protected groups and how any negative effects may be mitigated?
b)	any evidence on existing provision made by trustees in response to requests for information in alternative accessible formats
c)	any other comments about any of our proposals?
We have no comments on this section
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Bethan Livesey, Tom Rhodes, Andrew Blair, and David Farrar   Climate Governance and Environmental Social Governance (ESG) team   Email:   pensions.governance@dwp.gov.uk    

7 October 2020       Dear Bethan, Tom, Andrew and David,     Mercer is a global consulting leader in talent, health, retirement, and investments. In the UK, our client  base includes employers and trustees providing occupational pension schemes to employees in all  sectors of indus try. We provide pensions advice and services to companies in the FTSE100, but we also  have a large proportion of clients that are employers classed as “Small to Medium sized Enterprises”, or  trustees of pension schemes with sponsoring employers in this cla ss.    Mercer was a founding signatory, in 2006, of the United Nations supported Principles for Responsible  Investment (PRI).    We welcome the opportunity to respond to this consultation and are supportive of using the TCFD as the  framework for disclosure of  climate - related risks and opportunities for UK pension schemes.  Our  detailed responses to the questions are set out below but in summary our key points are:   -   We are broadly supportive of the proposed scope and timescales for the mandatory climate  governanc e and reporting requirements although we believe that  t here may be instances where  the government may wish to consider exemptions from full TCFD reporting   (for example schemes  with very short time horizons to buy - out) .   -   The management of climate risks will  rely, in part, on the asset management community  providing useful and timely data analysis on the climate exposures of asset portfolios.  It will be  i mportant for the DWP and FCA to work closely in order to ensure consistency between asset  owners and asset   managers concerning climate risk management and disclosure.     -   We are supportive of the regulations and statutory guidance not specifying metrics that trustees  have to use.  Climate risk monitoring and management is a developing area.  Allowing trustees  th e flexibility to consider the use of different metrics over time will allow them to keep up to date  with progress across the industry.     

