[bookmark: _GoBack]Re: Consultation on clarifying and strengthening trustees’ investment duties
The Occupational Pension Schemes (Investment and Disclosure) (Amendment) Regulations 2018

RBS Pension Trustee Limited (RBSPTL) is the trustee of The Royal Bank of Scotland Group Pension Fund (RBSGPF), which is a defined benefit pension scheme for current and former employees of certain companies within The Royal Bank of Scotland Group.
RBSGPF was closed to new members in 2006 and currently has approximately 210,000 active, deferred and pensioner members. Net assets totalled £46.2bn at 31 December 2017.
Our response relates only to RBSGPF and not to any other pension scheme within The Royal Bank of Scotland. Any information and opinions expressed should be ascribed to RBSPTL only, and not to the sponsoring employers of RBSGPF or any other company in, employee or officer of The Royal Bank of Scotland Group.
Overview
RBSPTL has a strong commitment to being a responsible investor and promoting the highest standards of business conduct. Environmental, social and governance issues can represent a significant source of both risk and opportunity for the companies in which RBSGPF invests. We believe that companies that manage these issues effectively are more likely to be successful businesses and are better able to protect and enhance value for their investors.
The Government’s decision to propose changes to the Investment Regulations is based on the conclusion that “despite the Pensions Regulator’s guidance, confusion and misapprehension over trustees’ responsibilities persists”[footnoteRef:1]. We are not persuaded that such confusion is in fact prevalent, certainly not among larger schemes such as ours, but we are concerned that the proposed changes could in fact make the situation more confusing – so confusing, indeed, that the Department of Work and Pensions’ own press release[footnoteRef:2] appears to have misunderstood the proposals on a number of central points. For example, the consultation states: [1:  Consultation June 2018 para 11]  [2:  Press release 18 June 2018 https://www.gov.uk/government/news/billions-invested-by-pension-schemes-to-be-used-for-social-good-under-new-regulations ] 

“For the avoidance of doubt, none of our proposals seek to direct pension scheme trustees to invest in line with scheme members’ wishes, or in line with Government’s policy objectives.”[footnoteRef:3] [3:  Consultation June 2018 para 22] 

We are disappointed that DWP’s press release may, contrary to this, have given the  impression that not only would members be able to direct trustees as to how they should invest, but that trustees would also be compelled to follow Government objectives for social impact investments. 
We are therefore concerned that these contradictory messages may in fact make members and trustees more confused than might already be the case.
This is regrettable, as there are elements of the detailed proposals that we would otherwise be happy to support. 
Our response to questions contained in the Consultation on clarifying and strengthening trustees’ investment duties of June 2018 is as follows:
1. Implementation of the policy
RBSPTL has actively considered a wide range of risks and investment factors, including environmental, social and corporate governance issues, and these have for some time been incorporated in RBSGPF’s Statement of Investment Principles. We therefore do not believe the timescales proposed would cause our scheme particular difficulty. 
2. Financially material considerations
While RBSPTL found no particular difficulty in interpreting the existing wording, and already includes environmental, social and ethical issues in its Statement of Investment Principles, we are happy to support the proposed revised wording, which opens the way to capture other material issues that may arise in the future but are as yet not of particular concern. 
3. Taking account of members’ views
This proposal, in our view, creates a serious risk of confusion. The Government does not propose to change the actual duties and responsibilities borne by trustees, yet the requirement to prepare a statement setting out how they will take account of scheme members’ views could give rise to expectations that trustees will in fact be unable to meet without deviating from their broader duties. This potential confusion is already the greater for those who may only have read the Department’s press release, rather than the full consultation.
RBSPTL has four member-nominated directors, and seeks to respond to any questions or issues that its members may raise. We do not consider the proposed inclusion of a statement on how we would take account of members’ views to be proportionate, given that those views cannot in fact bind our decisions in respect of our primary objective, which is to pay our members’ benefits as they fall due.
4. Social impact investments
We agree with the Government’s proposal not to require a stated policy on matters that are not financially material.
5. Stewardship policy
We see no issues with this proposal. Our stewardship policy is already discussed in our SIP and the complete policy is available in full elsewhere.
6. Investment principles implementation report
The consultation seeks to improve the quality of Statements of Investment Principles and to move them away from “generic text”[footnoteRef:4]. We strongly suspect that a regulated requirement to produce an annual SIP implementation report will only lead to more generic text. [4:  Consultation June 2018 para 4.1] 

In its annual report and in its more concise newsletters, RBSPTL seeks to set out the most important actions and decisions it has taken over the previous year, and those of the most direct relevance to its members. It is our experience that the more the content of the annual report is specified in the regulations, the greater will be the pressure on trustees to make doubly sure of complying through the use of generic templates. 
7. Publication of SIP, implementation report and statement on how members’ views are taken into account
RBSGPF’s annual report, together with a wide range of scheme and other documents, is available online to members and to the wider public. Click here to the RBS Group Pension Fund 2017 Annual Report . Our Statement of Investment Principles is available at: https://epa.towerswatson.com/doc/RBS/pdf/investment_principles.pdf , while our Responsible Ownership Policy is available at: https://epa.towerswatson.com/doc/RBS/pdf/responsible_ownership_policy.pdf 

As discussed above in 3 and 6, we have reservations about the value of the proposed implementation report and statement on taking account of members’ views. We do not, therefore, consider that requiring publication of these would be beneficial or proportionate to the policy aims articulated. In particular, we do not support the inclusion of this information in members’ benefit statements, which would risk drowning the most important information in these statements.
8. Business burdens and impacts
We have no particular comments on the cost: impact assessment.
9. Any other comments
No other comments.
10. Statutory guidance
No other comments
11. Current working of SIP requirements
No other comments
