


The current legal view Sackers

a “bundle” of fiduciary
and trust law duties

Exercise Trustee
Investment power
for its proper
purpose

N

Consider all
material financial
factors (risk as well
as return)

Act in accordance
with the prudent
person principle
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The “purpose” of the investment power

DB fund

DC
“default” fund

Sackers

DC
“member select” funds

Z

Z

Z

Invest to provide the
specified level of
benefits promised

under the scheme

Invest to provide a “pot”
of money to be used by
the member to provide
for his or her retirement

Provide a range of
investment options suitable
for the requirements of the

pension fund’s members
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By 1 Oct 2020

During 2020/21

From Oct
2021/2

From Oct
2021/2

SIP —update SIP to set out policies on “financially material” matters
including ESG and climate change

SIP —further changes to the SIP to describe how they ensure
alignment of their policies and those of their managers

Implementation Statements — DB/DC implementation statements on
alignment with SIP and voting/engagement

Climate governance — Trustee must have effective governance of
climate-related risks in place (larger schemes)

TCFD Report - 2022 Scheme Report and Accounts must include
disclosures in line with the recommendations of the TCFD (larger
schemes)
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DWP Consultation (August — October 2020) sackers

DWP Consultation launched on 26 August 2020

* Pre-cursor to regulations to be made under
the Pension Schemes Bill

- Seeks views on policy proposals for larger
schemes to put effective governance
measures in place for managing climate risks
and opportunities and then reporting on them

« Consultation closed on 7 October 2020

+ 99 Consultation responses received by DWP
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Consultation on draft Regulations
and Guidance 27 January 2020

Taking action o0 climate
risk: improving ‘
overnance and reportmg
tional pension

Draft regulations
%y occupa
schemes

Draft statutory guidance

Consultation closed 10 March 2021

Final regulations June 2021

Governance and re_porting
of climate change risk: .
guidance for trustees O

accupational schemes

» -

i P
Aligning ¥
cf\eme with the
ti

« Also accompanied by industry
(non-statutory) guidance from
the Pensions Climate Risk
Industry Group (PCRIG)

Sackers
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Net assets of £5bn or more*
Authorised master trusts

Authorised CDC

Net assets of £1bn or more*

* = Excludes buy-ins

1 Oct 21

1 Oct 22

Within 7 months of year end

Within 7 months of year end
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The TCFD Recommendations Sackers

Governance
Governance — Disclose the organisation’s governance
around climate-related risks and opportunities

Strategy

Strategy — Disclose the actual and potential impacts

of climate-related risks and opportunities on the

Risk organisation’s businesses, strategy and financial planning
management Risk management — Disclose the processes used
by the organisation to identify, assess, and manage
climate-related risks

Metrics and targets — Disclose the metrics and targets
used to assess and manage relevant climate-related
risks and opportunities

Metrics
and targets
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Governance

Trustees of schemes in scope must:

maintain oversight of relevant climate-related risks
and opportunities

maintain processes to satisfying themselves that
persons undertaking governance on their behalf are
taking adequate steps

Trustee knowledge and understanding
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Strategy

Trustees of schemes in scope must:

identify the climate-related risks and
opportunities which they consider will
have an effect on the scheme’s
Investment strategy (and funding strategy
where applicable) and assess their
Impact.

identify these risks and opportunities and
their impact over the short, medium and
long term.
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Risk management

Trustees of schemes in scope must:

establish and maintain, on an ongoing basis,
processes for identifying, assessing and
effectively managing climate-related risks
—_— which are relevant to the scheme and
Management integrate them into the trustees’ overall risk
management of the scheme.

describe the processes they have established
in their TCFD report and how these are
integrated within the overall risk management
of the scheme.
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Metrics and targets

Select and report on at least three climate-related
metrics:

one “absolute emissions” metric (total
GHG emissions of the portfolio)

one “emissions intensity” metric (tonnes
of GHG emissions for each million (Em)
of the scheme’s assets)

one “additional” climate change metric

Obtain the data required to calculate their
and targets chosen metrics on an annual basis. Should
iInclude the Scope 1, 2 and 3 GHG emissions.

Metrics

Set a non-binding target for the scheme in
relation to at least one of their chosen metrics.
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Trustees must carry out
scenario analysis,
obtain data, calculate
and use metrics and
measure performance
against trustee-set

targets ‘as far as they
are able’.

This means taking all
such steps as are
reasonable and
proportionate in the
particular circumstances
taking into account the
costs, or likely costs,
which will be incurred
by scheme and the time
required to be spent by
the trustees or people
acting on their behalf.

Steps trustees
should take to meet
requirements “as far as
they are able” are set
out in the draft statutory
guidance.
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