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Overall
Thank you for the opportunity to respond to the consultation

While we will not respond to every question, we are supportive of the overall direction of the proposals and feel that they will be very helpful in both clarifying trustee investment responsibilities and progressing the management of financially material risks which arise from Environmental, Social and Governance (including Climate Change) issues into a Trustee’s mainstream investment process.

We believe that the exclusion of the word ‘ethical’ is very helpful in clarifying, what is the existing legal position, that it is within the Trustee’s fiduciary responsibility to consider and mitigate ESG (including Climate Change) risks. It is a focus on ‘value’ rather than ‘values’.

The inclusion of Climate Change as an explicit risk is very welcome as we believe it is a systemic risk to financial markets that needs to be considered at all stages of the investment process.

However, we are more concerned with the requirement to prepare a statement on how Trustees’ have taken into account scheme member views. This is not in any way a view that is contrary to desire to have engaged members, but is more a function of not wanting to distract from what we take as the primary focus of this proposal, that is to make the existing law clear that taking account of ESG (including Climate Change) risks is completely consistent with a Trustee’s fiduciary responsibility. 








Points on the specific questions in the consultation

Q1. We propose that the draft Regulations come into force approximately 1 year after laying, with the exception of the implementation report, which would come into force approximately 2 years after laying. 

a) Do you agree with our proposals? 

Yes.

While Trustee’s should already be considering ESG (including Climate Change) issues as part of their fiduciary duty, we consider that the one year gap between the regulations coming into force and the Implementation Report being published is a pragmatic step to assist wider adoption.

b) Do you agree that the draft Regulations meet the policy intent?

Yes

Q2: We propose to require all trustees of all schemes which are obliged to produce a SIP to state their policy in relation to financially material considerations including, but not limited to, those resulting from environmental, social and governance considerations, including climate change. 

a) Do you agree with the policy proposal? 

We are very supportive of this proposal. The existing wording in Investment Regulations is outdated and confusing. The proposal clarifies the issues.

b) Do the draft Regulations meet the policy intent?

Yes.

As mentioned above, the exclusion of ‘ethical’ and the inclusion of ‘climate change’ are welcome developments.

Q3: When trustees prepare or revise a SIP, we propose that they should be required to prepare a statement, setting out how they will take account of scheme members’ views. 

a) Do you agree with the policy proposal? 

We have concerns with this element of the proposal. This is not a result of not wanting to engage with our members to understand their views. We do this already in the form of a member survey and member panels. 

However, we have practical concerns with how the policy proposed could be implemented at two levels:

· As the consultation states there are many way to consult on, or indeed infer on, member views. If consultation is done badly it could lead to confusion, unrepresentative views and possible resentment from members if their views have not be implemented.

· The primary objective of this proposal is to ensure that Environmental, Social and Governance (including Climate Change) risks are taken into account in establishing a Trustee’s overall investment strategy, consistent with its fiduciary responsibility. It would be unfortunate if initial attempts to establish member views deflected from that primary objective in any way.

Therefore, as we are supportive of the long term drive to understand member views our suggestion would be:

· that the regulator issues guidance on gathering members’ views, to clarify, among other issues: 

· suggested methods of gathering members views;
· what processes Trustees may use and disclose to demonstrate that they have adequately sought member views where they have chosen to do so;
· examples of best practise engagement (including internationally);
· examples of disclosure to demonstrate why trustees have chosen not to incorporate member preferences into investment strategy;
· examples of executing the two-stage test for incorporating preferences into investment strategy.


· As with the Implementation Report, the Statement setting out how they will take account of scheme members’ views, should come into force approximately 2 years after laying.

b) Do the draft Regulations meet the policy intent?

See comment above.

Q4. Do you agree with our proposal not to require trustees to state a policy in relation to social impact investment? If not, what change in legislation would you propose, and how would you address this risk of trustee confusion on this point?

We agree that the proposal requiring Trustees to state a policy in relation to social impact investment alongside the changes to the Statement of Investment Principles could cause confusion.
	
However, more guidance and examples from the Regulator on how social impact investing can be consistent with a Trustees’ fiduciary duty would be a welcome way of widening the narrative on social impact investing within the pension community.

Q5: We propose that trustees should be required to include their policy in relation to stewardship of the investments, (including monitoring, engagement and voting) in the SIP. 

a. Do you agree with the policy proposal? 

We generally agree with the principle of the proposal but would like to see guidance that explains that stewardship should be:

· Across all asset classes
· Up and down the Investment chain:
· Asset Owners – Fund Manager – Issuers of Equity/Debt, Occupants of Property, etc

As well as being performed at a system policy level.

b. Do the draft Regulations meet the policy intent?

See above.

Q6: When trustees of relevant schemes produce their annual report, we propose that they should be required to: - prepare a statement setting out how they have implemented the policies in the SIP, and explaining and giving reasons for any change made to the SIP, and - include this implementation statement and the latest statement outlining how trustees will take account of members’ views in the annual report. 

a) Do you agree with the policy proposal? 

Yes, we agree with the proposal.

b) Do the draft Regulations meet the policy intent?

	     Yes

Q7: We propose that trustees of relevant schemes should be required to publish the SIP, the implementation report and the statement setting out how they will take account of members’ views online and inform members of this in the annual benefits statement.

a) Do you agree with the policy proposal? 

     Yes

b) Do the draft Regulations meet the policy intent?

Yes

Q11: What evidence or views do you have of how well the other requirements in the SIP are working? What areas for further consideration and possible future change would you suggest?
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