




RESPONSE TO "TAKING ACTION ON CLIMATE RISK: IMPROVING GOVERNANCE AND REPORTING BY OCCUPATIONAL PENSION SCHEMES"
 (the "Consultation")
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background
This submission is made by Gowling WLG (UK) LLP, an international law firm.     
Our comments are based on our experience of acting for:
trustees of schemes of all types in all industries and sectors and ranging in value from approximately £50 million to £50 billion; and
national and international employers of all sizes who participate in many types of schemes.
Our UK pensions team is one of the largest such teams in the country, with over 50 specialist lawyers.  The team has been repeatedly shortlisted for major industry awards and is recognised in relevant industry publications.  
We regularly advise employers and trustees on a whole range of governance and investment issues (in relation to both DB and DC schemes). We consider that our experience means we can provide a useful response to the DWP in relation to the proposals made in the Consultation.
OUR CONSULTATION RESPONSE 
Question 1 
We agree with the policy proposals on scope (subject to our comment below).  We would expect the very largest schemes to be best placed to deal with these additional responsibilities in terms of resources, access to advisers and existing administration and governance systems.
However, at least some of these schemes (DB) will be very mature and therefore likely to be invested in assets, such as government bonds, that cannot so readily take into account climate change issues. It would be helpful if this point could be addressed in the response to this consultation and the resulting statutory guidance. 
Question 2 
Aligning the proposed timings to scheme year-end reporting requirements is sensible and will help schemes align their processes.  However, we think the first and second reporting deadlines of 31 December 2022 and 31 December 2033 could place undue pressure on some schemes.  These deadlines means that some schemes will be reporting on these new requirements less than seven months after their relevant year-end (for example if the Scheme year end is September 2022 or September 2023). Whilst the bigger schemes are better placed to deal with these new requirements, there is still a lot of work that will need to be done across the industry in order to comply with these requirements, so deadlines do need to reflect this and be workable. This will then in turn ensure the reporting is meaningful.  Also the current circumstances with COVID-19 have significantly affected schemes. Whilst we wholeheartedly agree that pension schemes need to focus on climate risk, we think it could help for the deadlines of December 2022 and December 2033 to be scrapped.
Question 3
We agree with the need for, and scope of, the proposed review.  However, we think a later date for the review (say 2025 or 2026) should be considered to allow the requirements more time to bed in and to give schemes a better opportunity to get to grips with them. There will then be more experience to assess and reporting will be more meaningful.  
Question 4
We don’t think that trustees should be describing their role in ensuring oversight of climate-related risks and opportunities.  We would expect the standard to be set by the DWP (through legislation and/or guidance) and TPR that all trustees would need to adhere to, with compliance then being monitored and policed.  
Questions 4 to 9 
In relation to all the new obligations being placed on trustees, it is essential that the DWP and/or TPR provides user-friendly guidance on how trustees should go about complying (including where necessary or appropriate, model or template disclosures) and drawing on the experience and knowledge of other organisations, industries and sectors who have already been doing this for some time.  It is also vital that TPR and FCA work together so that asset managers have the same obligations to ensure the right information is getting through to trustees (and we welcome recent pronouncements from the FCA and the Pensions Minister on this).  A scheme cannot be left to grapple with these issues on its own.    
Question 10
A key consideration here is that the information provided should be accessible, informative and easily understandable.
In our experience, most schemes have good communication processes with their members (obviously within the parameters set by legislation) and are best placed to know what works best for their membership.  We suggest that there be some flexibility given to schemes as to how to signpost to members that the TCFD report etc is available so that schemes can work within their existing processes.
Question 11
We agree with the proposed penalty system. However, TPR must provide clear, unequivocal guidance on what it will deem inadequate.  Trustees should not be punished for asset managers not providing the necessary information (which also goes back to our point above about asset managers having appropriate obligations imposed on them as regards disclosing information to trustees).  TPR needs to ensure a consistency of approach and be clear about its expectations to avoid arbitrary decisions as has sometimes been the case with the assessment of compliance with the Chair's statement requirements.
 Question 12
No comments.
Question 13
Given the amount of technology in use, we would expect schemes to be able to accommodate those members who need information in alternative accessible formats, such as audio formats as they have done for Chair's statements and SIPs, for example.
Final comments
[bookmark: _GoBack]It is really important that trustees address climate risk and comply with these requirements. They have a huge stake in the global economy and with that comes influence and responsibility.  However, this needs to be much more than just a "tick box exercise".  Trustees need to understand the regulations and standard expected of them but they must also actively engage in the process with their advisers (questioning where necessary) and want to do this because it is the right thing to do and a force for change and good.  
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