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Thank you for the opportunity to comment on the policy proposals to require trustees of larger occupational pension schemes and authorised schemes to address climate change risks and opportunities through effective governance and risk management measures.
This response is made on behalf of Barnett Waddingham LLP, an independent provider of actuarial, consultancy and administration pension services. The views were assembled by members of our investment team. 
The following represents the views of many, but not necessarily all of the actuaries and consultants working at Barnett Waddingham. This response should be considered as our organisation’s views, rather than my own professional views although the two are, by and large, the same. We are happy for this response to be made public. Actuaries and consultants from our firm may have contributed to consultation responses being prepared by other industry representative organisations of which we are members.
Question 1
To establish an economy that is more resilient, fairer and carbon neutral and achieve good outcomes for members as the UK moves to a Net Zero economy, climate change considerations need to be bedded into pension scheme governance. We agree with the proposed scope of the proposals to embed considering climate risks and opportunities from the transition to a low carbon economy into pension trustee investment duties. 
Beginning with the largest schemes is a helpful approach. Given that defined contribution (DC) master trusts are where smaller DC schemes go to consolidate, especially where trustees struggle to meet increasing governance requirements, these schemes need to begin sooner rather than later. 
These proposals should result in better informed trustees who can better manage exposure to climate change risks, and be in a better position to take advantage of investment opportunities that emerge during the transition to a low carbon economy.
Question 2
The timing of the proposals is ambitious while climate disclosures are an emerging rather than common practice among investee companies. We think pressure from trustees and other asset owners should get the data to flow from companies via asset managers and expect similar requirements to be places on managers and companies. In the meantime trustees will need clear guidance on the proxies and assumptions they need to use where data is missing. There is a risk that early reports will not have good data behind them, while the timing of implementation is likely to cause issues for some schemes, particularly those with a September year end. 
Question 3
We agree with the proposed phased approach – starting with the largest schemes means those with the most resources can forge the way, while the learning taken from this experience and efficiencies gained along the way will making implementing this with smaller schemes easier and more cost-efficient. We think it is important that all trustees are held accountable for how they are managing risks and opportunities from climate change and a review in 2024 should look to avoid creating a cohort of members who don’t benefit from the improved governance and outcomes that arise from these new duties.
Question 4
We agree with these proposals and have no additional comment at this time.
Question 5
We agree with these proposals and have no additional comment at this time.
Question 6
We agree with these proposals. We recognise an issue here we also raised in our response to Question 2. For effective reporting by trustees, there is a need for company level data with consistent information being provided by all companies. This risks a lack of credibility for early reports or may not incentivise the behaviours government wants. 
Where gaps in the reporting are being filled by proprietary third party firms’ algorithms, proxies and assumptions, unless all market participants use the same models the information will not be consistent. From asset owner point of view, trustees need a decent proportion of global stock markets reporting consistently for the disclosures to be meaningful.
Clear guidance on proxies and assumptions for trustees and their advisers to use is essential. For example, the risk where assumptions are set at a sectoral level is trustees moving to a low carbon fund may not get credit for this reduction in carbon.
Question 7
We agree with these proposals to allow for climate change risk to be embedded as part of trustees’ wider approach to risk management. A range of suitable climate change scenarios and guidance on the level of detail which is required for disclosure is needed to support trustees.
Question 8
We agree with these proposals. Setting out a choice of metrics for trustees may make it more difficult to obtain comparable data from asset managers as companies may be grappling to provide multiple metrics. Guidance should also cover the calculation methodology.
Question 9
We agree with these proposals and have no additional comment at this time.
Question 10
We agree with these proposals and have no additional comment at this time.
Question 11
We agree with these proposals and have no additional comment at this time.
Question 12
Issues could arise for schemes with DB and DC assets, where the assets are disproportionally split, for example a scheme with DB assets of £950m and DC assets of £100m would be in scope. Whilst there may be some synergies regarding the general thinking for such schemes there are certainly cost implications for a number of areas that will require a different approach for the DB as for the DC assets.
Question 13
None.
 
Thanks again for the opportunity to comment and please get int ouch if you have any question, comments or areas of interest where we can be of help..
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