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TUC consultation response

Taking action on climate risk: improving governance and reporting by occupational pension schemes


General comments
[bookmark: _Hlk496213527]The Trades Union Congress (“TUC”) is the voice of Britain at work. We represent more than 5.5 million working people in 48 trade unions across the economy. We campaign for more and better jobs, a better working life for everyone, and support trade unions to grow and thrive. We seek to represent the interests of all working people and their families, at work, in the community and at home. 
Affiliated trade unions and their representatives play an important role in the governance and oversight of many UK pension funds. Trade unions also represent many workers in sectors and industries that will be significantly impacted by the move away from a carbon-intensive economy. 
The TUC welcomes the opportunity to respond to this consultation. Trade unions recognise that climate change is the most pressing existential threat facing the planet and support the goal of the Paris Agreement to limit global warming to 1.5°C and the UK government’s commitment to have a ‘net-zero economy’ by 2050. 
Achieving these targets requires a reset of the way we live, work and allocate and manage resources. The TUC recognises the important role pension funds and the wider financial sector must play in this transition and is supportive of the proposals set out in this consultation and the intention to consult in future on further strengthening reporting requirements. 
But pension funds must be aware of more than the financial risk associated with climate change. As long-term investors on behalf of beneficiaries on whom climate change and transition will have a profound impact, pension funds must address the economic, social and environmental effects as well. An important element of this is the impact on jobs. 
The preamble to the Paris Agreement notes the need to take into account “the imperatives of a just transition of the workforce and the creation of decent work and quality jobs in accordance with nationally defined development priorities”. 
Trade unions agree that achieving a just transition strategy is essential for maximising the benefits and mitigating the social risk of decarbonising the economy, empowering those most effected by the changes, and mobilising the investments needed. A transition that destroys jobs and businesses without actively promoting the new industries and skills we will need in future is unlikely to succeed and is more likely to be met with opposition. 
Embedding the principles of a just transition into the investment strategies of pension funds would represent a reinvigoration of fiduciary duty, rejecting short-termism in favour of a longer-term approach. It would also be a powerful tool for engaging members with their pension savings by reflecting their concerns around the environmental and social risks associated with climate change. 

 

A growing number of institutional investors, including Local Government Pension Scheme pools, are already incorporating just transition principles into their investment strategies. The TUC believes future work on improving climate change governance should reflect and build on the experience of these investors. 
Question 1 
Yes. Schemes outside this scope are likely to find it difficult to comply with reporting requirements, and the benefits of them doing so would be minimal. 
Question 4 
These proposals should include a recognition of the full range of economic, social and environmental risks relating to climate change, and the responsibility on fiduciaries to manage these risks.  
Question 5 
Again, these must recognise the full range of risks related to climate change, including economic, social and environmental risks.
Question 6
We agree with the assessment in the consultation that there will be significant barriers to trustees carrying out the scenario analysis proposed. Regulation must recognise this and not impose requirements on trustees that they are unable to fulfil because of a lack of information.
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