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	General comments
	

	
	We are in principle supportive of climate risk governance and reporting.  However, our view is that it is unreasonable for pension schemes to be subject to mandatory provisions with associated penalties if other industry sectors are not subject to equivalent provisions.  Pension schemes will need to receive data to assess risk and that data will need to come from other participants in the investment chain, including all issuers of equity and debt that pension schemes invest in.  

Administrators of pension schemes and their investment managers are already taking account of climate risk as part of a holistic approach to risk.  Climate risk is likely not the most immediate or critical risk for many schemes. Administrators of schemes need to assess all risks and allocate resources accordingly.  Public disclosure of climate risk for pension schemes is less important than disclosure from other parties in the investment chain.  

More fundamentally, we do not view climate risk governance and disclosure by pension schemes as an effective policy tool for dealing with climate change.  Our view is that Governments and Regulators should put in place an effective mechanism to price the true social cost of greenhouse gas emissions.  This would allow for a proper assessment of risk and efficient allocation of capital.  A carbon pricing framework would make separate disclosure unnecessary as risk would be priced in.
  
In recent years government has been concerned about the extent to which pension fund trustees have relied on the use of Investment Consultants in the management of pension assets. We believe there is a danger that these reporting requirements will merely provide further revenue to Investment Consulting firms without bringing about any reduction in carbon emissions.



	Question 1
	We propose that the following schemes should be in scope of the mandatory climate governance and Task Force on Climate-related Financial Disclosures (TCFD) reporting requirements set out in this consultation:
a) trust schemes with £1 billion or more in net assets
b) authorised master trusts
c) authorised schemes offering collective money purchase benefits
Do you agree with our policy proposals?


	
	The proposed scope covers a broad range of schemes with differing resources.  It would make sense to apply any governance and reporting requirements on a proportionate basis.


	Question 2
	We propose that:
a) trustees of schemes with £5 billion or more in net assets on their first scheme year end date to fall on or after 1 June 2020 are subject to the climate governance requirements from 1 October 2021 and the trustees must publish a TCFD report within 7 months of the current scheme year end date or by 31 December 2022 if earlier
b) trustees of schemes with £1 billion or more in net assets on the first scheme year end date to fall on or after 1 June 2021 are subject to the climate governance requirements from 1 October 2022, and the trustees must publish a TCFD report within 7 months of the current scheme year end date, or by 31 December 2023 if earlier
c) trustees of master trust or collective money purchase schemes which are authorised on 1 October 2021 are subject to the climate governance requirements with immediate effect, and the trustees must publish a TCFD report in line within 7 months of the current scheme year end date, or by 31 December 2022

After 1 October 2021:

d) trustees of master trust or collective money purchase schemes which become authorised are subject to the climate governance requirements with immediate effect, and the trustees must publish a TCFD report within 7 months of the current scheme year end date
e) where schemes cease to require authorisation, the climate governance and TCFD-aligned reporting requirements fall away with immediate effect, unless they remain in scope via the asset threshold on the previous scheme year end date

From 1 June 2022 onward:

f) trustees of schemes not already in scope of the requirements and with £1 billion or more in net assets on any subsequent scheme year end date:

are subject to the climate governance requirements starting from one year after the scheme year end date on which the £1 billion asset threshold was met must publish a TCFD report within 7 months of the end of the scheme year from which the climate governance requirements apply
g) trustees of schemes in scope of the requirements whose net assets fall below £500m on any subsequent scheme year end date cease to be subject to the climate governance requirements with immediate effect (unless they are an authorised scheme) but must still publish their TCFD report for the scheme year which has just ended within 7 months of the scheme year end date

Do you agree with the policy proposals?


	
	Schemes already have a high workload as does Parliament, particularly in light of the coronavirus pandemic and the United Kingdom’s departure from the European Union.  If the intention is for secondary legislation to follow enactment of the Pension Schemes Bill, it would be more appropriate for the timetable to start from 1 October 2022.  This will also allow industry to develop solutions to the various proposals in the meantime.


	Question 3
	Subject to Government deciding to adopt any of the governance or reporting requirements proposed in this consultation, we propose to conduct a review in 2024 on whether to extend the measures to schemes with below £1 billion in net assets which are not authorised master trusts or an authorised scheme offering collective money purchase benefits, and if so how and on what timescale.

This review would be informed by consideration of TCFD disclosures by occupational pension schemes to-date, their impact, and the availability and quality of both free and paid-for tools and services.

We would propose also to review any regulations and statutory guidance which had been put in place to identify whether any of this needs to be strengthened or updated.

Do you agree with these proposals?


	
	[bookmark: _GoBack]We agree that the requirements should be reviewed in 2024 to determine whether they are effective or meaningful and to consider whether the burden of compliance is proportionate in the context of other scheme obligations.

We do not see any particular benefit to schemes with less than £1 billion in assets being required to disclose in the same way.  


	Question 4
	We propose that regulations require trustees to:

a) adopt and maintain oversight of climate risks and opportunities
b) establish and maintain processes by which trustees, on an ongoing basis, satisfy themselves that persons managing the scheme, are assessing and managing climate-related risks and opportunities.

We also propose that regulations require trustees to describe:

c) the role of trustees in ensuring oversight of climate-related risks and opportunities
d) the role of those managing the scheme in assessing and managing climate-related risks and opportunities, only insofar as this relates to the scheme itself and the processes by which trustees satisfy themselves that this is being done

We propose that statutory guidance will cover the matters in the box above.

Do you agree with these proposals?


	
	Yes, we agree this proposal is appropriate.  However, we suggest that any regulations and/or guidance should recognise that oversight of climate risk will be an integral part of the holistic risk management process for trustees.  It is appropriate for all of the above climate-related tasks to be carried out via the same risk processes and in the same forum in which trustees would ordinarily assess and monitor all other scheme risks.


	Question 5
	We propose that regulations require trustees to identify and disclose the climate change risks and opportunities relevant to their scheme over the short, medium and long term, and to assess and describe their impact on their investment and funding strategy.

We propose statutory guidance will cover the matters outlined in the box above.

Do you agree with these proposals?


	
	We agree that in assessing climate risk, trustees should do so over the time periods appropriate to their schemes.  Given the highly speculative nature of any such assessment, we do not see any advantage in disclosing trustees’ conclusions on these matters since they are unlikely to prove correct over time and may therefore be misleading.


	Question 6
	We propose that regulations require trustees to assess the resilience of their assets, liabilities and investment strategy and, in the case of defined benefit (DB), funding strategy, as far as they are able, in at least two climate-related scenarios, one of which must be a 2°C or lower scenario and to disclose the results of this assessment.

We propose statutory guidance will cover the matters outlined in the box above.

Do you agree with these proposals?


	
	We do not object to speculating through scenario analysis the possible impact of climate change on existing portfolios.  Any analysis should be portfolio wide, rather than on individual assets.  Methodology should have consistency across schemes and this could be assisted by appropriate guidance.  Given the highly subjective nature of any such analysis, it is important that no consequential obligations are imposed other than review and publication of the results.

We believe that scenario analysis can be a dangerous concept for the management of risk, including climate risk. By requiring scenario analysis based a 2% scenario, pension schemes would be required to consider to what extent assets and liabilities already price in a 2% scenario and then estimate the extent to which assets and liabilities would behave in a change to a 2% scenario. Both components are highly subjective and will not produce comparable data amongst different investors.  Pension funds may design their portfolios for a 2% scenario which the world fails to meet. Our role as fiduciaries is to manage risk against a range of outcomes.

A better approach would be to require pension funds to estimate the extent to which their assets and liabilities might behave:
· If there were an immediate change in global temperatures by 2% 
· If Governments and Regulators were to impose immediately regulations that curtailed carbon emissions commensurate with a 2% scenario
· If Governments put in place carbon emissions taxes or subsidies on renewable energy generation that could reasonably achieve a 2% scenario.
· If we continued on our current trajectory towards a warmer world.

This would give better information to Governments as to what carbon emission tax and subsidy actions it should implement in order to bring about mitigation to a 2% scenario.


	Question 7
	We propose that regulations require trustees to:

a) adopt and maintain processes for identification, assessment and management of climate-related risks
b) integrate the processes described in a) within the scheme’s overall risk management

We also propose the regulations require trustees to disclose:

c) the processes outlined in part a) above

We propose statutory guidance will cover the matters outlined in the box above.

Do you agree with these proposals?


	
	Yes, we agree this proposal is appropriate.  As with our answer to question 4, we suggest that any regulations and/or guidance should recognise that oversight of climate risk will be an integral part of the holistic risk management process for trustees.  It is appropriate for all of the above climate-related tasks to be carried out via the same risk processes and in the same forum in which trustees would ordinarily assess and monitor all other scheme risks.


	Question 8
	We propose that regulations require trustees to:

a) select at least one greenhouse gas (GHG) emissions-based metric and at least one non-emissions-based metric to assess the scheme’s assets against climate-related risks and opportunities and review the selection on an ongoing basis b) obtain the Scope 1, 2 and 3 GHG emissions of the portfolio, and other non-emissions-based data, as far as they are able c) calculate and disclose metrics (including at least one emissions-based metric and at least one non-emissions-based metric) used to quantify the effects of climate change on the scheme and assess climate-related risks and opportunities

We also propose in regulations that trustees be required to disclose:
d) why the emissions data that is estimated does not cover all asset classes, if this is the case

We propose that trustees will not be mandated to use a specific measure to assess the effects of climate change on the scheme’s portfolio.

We propose statutory guidance will cover the matters outlined in the box above.

Do you agree with these proposals?

	
	No.  We do not agree with this requirement.  The source data is not currently of sufficient quality for trustees to be able to do this.  

It is confusing to attribute the same emissions to both an issuer and the owner of shares or equity in that issuer.

This has already created a measure that some investors and asset owners use to justify a “green” approach to investing, whilst doing nothing to improve the environment.


	Question 9
	We propose that regulations require trustees to:

a) set at least one target to manage climate-related risks for one of the metrics trustees have chosen to calculate, and to disclose those targets(s)
b) calculate performance against those targets as far as trustees are able and disclose that performance

We propose statutory guidance will cover the matters outlined in the box above.

Do you agree with these proposals?

	
	No.  These proposals are encroaching on investment strategy which is the domain of scheme trustees.  The consultation makes clear that policy intention is not to interfere with trustees’ fiduciary obligations.


	Question 10
	We propose that, for all schemes in scope:

a) the trustees should be required to publish their TCFD report in full on a publicly available website where the report is accessible free of charge
b) the trustees should be required to include in the Annual Report and Accounts a website link to the location where the full TCFD report may be accessed in full
c) the trustees must notify all members to whom they must send the annual benefit statement of the website address where they can locate the full TCFD report – this must be set out in the annual benefit statement
d) the trustees should be required to report the location of their published TCFD report to the Regulator by including the corresponding website address in their scheme return
e) the trustees should also be required to report the location of their published Statement of Investment Principles (SIP), Implementation Statement and excerpts of the Chair’s Statement by including the corresponding website address or addresses in their scheme return

Do you agree with these proposals?

Is there a better way to notify members of where to find this information?

For example, for DB schemes, might the summary funding statement required by regulation 15 of the Disclosure Regulations be a more appropriate way to signpost members to this information?

	
	The approach to publication should be as simple as possible.  Including cross references across a number of different scheme documents creates a risk of technical breach which is problematic for trustees, particular when the TCFD disclosures are likely to be of limited interest to members in any event.  

We would be comfortable publishing the disclosures on the trustee’s website and they may be integrated in another document (such as the trustee’s Responsible Ownership Report).  We would prefer that schemes are not subject to the many proposed cross-referencing requirements mentioned above.
 

	Question 11
	We propose that:

a) The Pensions Regulator (TPR) will have the power to administer discretionary penalties for TCFD reports they deem to be inadequate in meeting the requirements in the regulations
b) there will be no duty on TPR to issue a mandatory penalty, except in instances of total non-compliance where no TCFD report is published
c) in all other respects, we propose to model the compliance measures on the existing penalty regime set out in regulations 26 to 33 of the Occupational Pension Schemes (Charges and Governance) Regulations 2015
d) failure to notify members via the Annual Benefit Statement or to include a link to the TCFD report from the Annual Report will be subject to the existing penalty regime set out in regulation 5 of the Disclosure Regulations

Do you agree with this approach?


	
	No.  Resources of schemes are limited.  Penalties are inappropriate in this context, particularly if other industry sectors are not also subject to penalties for failing to make equivalent disclosures.


	Question 12
	Do you have any comments on the new regulatory burdens to business and benefits, and wider non-monetised impacts we have estimated and discussed in the draft impact assessment?


	
	We believe that the draft impact assessment significantly underestimates the costs to schemes of compliance with the TCFD proposals.  Unfortunately, we do not have our own data to counter the conclusions, however, we are of the view that all schemes will have to rely heavily on their legal advisers and investment consultants in order to comply and the fees incurred are likely to be significant.

Will the Department be collecting cost data from schemes to determine whether the cost estimate proves to be correct?


	Question 13
	Do you have:

a) any comments on the impact of our proposals on protected groups and how any negative effects may be mitigated?
b) any evidence on existing provision made by trustees in response to requests for information in alternative accessible formats
c) any other comments about any of our proposals?


	
	Please see the general comments made at the beginning of our response.




