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Scope of the consultation exercise

From 1 October 2021, trustees of certain schemes!' face new requirements intended

to improve the quality of governance and reporting as they address climate-related
risks and opportunities. This consultation covers two documents that will help those
interested in understanding our approach to meet the proposed requirements:

®* Guidance on governance and reporting of climate-related risks and opportunities

This guidance describes what you need to do and report on in your annual
climate change report (also known as a “TCFD report’) to comply with the
new legislation.

* New appendix (‘Breaches of the climate change governance and reporting
regulations’) to TPR’s monetary penalties policy

The appendix outlines our approach to imposing penalties for breaches of the
proposed Occupational Pension Schemes (Climate Change Governance and
Reporting) Regulations 2021.

We welcome views on these two documents. In addition to seeking general views, we
have provided guestions on areas where we are particularly interested in feedback. We
will consider all comments before publishing the final guidance and appendix later in
the year.

Who this consultation is for

This consultation is for anyone seeking to understand our approach to regulating
compliance with the proposed new requirements on governance and reporting of
climate-related risks and opportunities.

1 See part 2, The Occupational Pension Schemes (Climate Change Governance and Reporting)
Regulations 2021 (publishing.service.gov.uk)
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Responding to the consultation

We have provided forms for responses to questions which you can complete
electronically and submit to us.

Please note: We have asked questions about specific sections of the guidance.
We are not expecting you to answer every question in order to submit a response.

It is our strong preference that respondents use the forms which can be found at:
www.tpr.gov.uk/en/document-library/consultations/climate-change-guidance. We can
accept responses in other formats, but you should retain the same structure as the forms.

You can send your response:

* by email to: climatechangeconsultation@tpr.gov.uk

* by post to: Mel Jarman, Regulatory Policy, The Pensions Regulator, Napier House,
Trafalgar Place, Brighton, BN1 4DW

We may need to share any comments you send us within our own organisation or with
other government bodies, including the Department for Work and Pensions (DWP). We
may publish comments as part of our response to the consultation.

If you want your comments to remain anonymous, please state this explicitly in
your response. If you want your response to be confidential, please let us know
and we will take the necessary steps to meet your request.

However, please be aware that, if we receive a formal request under the Freedom of
Information Act, we may have to make your response available. When responding, please
advise whether you are responding as an individual or on behalf of an organisation (and,
if the latter, which organisation).

Closing date

This consultation document was published on 5 July 2021. The closing date for
responses is 31 August 2021.
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Government consultation principles

This consultation paper follows the government’s consultation principles at:
https://www.gov.uk/government/publications/consultation-principles-guidance.

The key principles state that consultations should:

* be clear and concise

®* have a purpose

* be informative

* pe only part of a process of engagement

* |ast for a proportionate amount of time

®* be targeted

* take account of the groups being consulted
* pe agreed before publication

* facilitate scrutiny

®* pe responded to in a timely fashion, and

* not be launched during local or national election periods

Equalities

As part of our regulatory work and business functions, The Pensions Regulator (TPR) is
subject to the Public Sector Equality Duty (PSED). The PSED ensures that public bodies
have due regard to the needs of all individuals in their day-to-day work - in shaping
policy, in delivering services, and in relation to their own employees.

The legislation relates to specific ‘protected characteristics’ set out in the Equality Act
2010: disability, gender reassignment, pregnancy and maternity, age, race, religion or
belief, sex, and sexual orientation matters.

Question about equalities

We would be interested to understand if there are any aspects of our approach that
users think would discriminate against, disadvantage or present an additional or
exceptional challenge to anyone with a protected characteristic.
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Consultation context

The government has proposed new requirements aimed at improving both the quality
of governance and the level of action by trustees in identifying, assessing and managing
climate-related risks and opportunities.

Trustees subject to these requirements must report on their activity in an annual climate
change report. The reporting requirements are based on the recommendations of the
Taskforce on Climate-related Financial Disclosures (TCFD).2

The TCFD recommendations allow for consistent climate-related financial disclosures
that are useful for understanding the risks and opportunities from climate change. TCFD-
aligned disclosures are due to be mandatory across the UK economy by 2025, and the
Treasury has published an interim report and roadmap? towards this ambition. This
includes plans for asset managers, which will be helpful for trustees’ work on disclosures.

In drafting the new requirements, the Department for Work and Pensions (DWP) has
adapted the TCFD recommendations to make them relevant to trustee decision-making
structures. For example, a TCFD recommendation under the heading of ‘governance’
translates into a requirement for trustees to have oversight of climate-related risks

and opportunities.

The DWP has published guidance on the new requirements, which is statutory unless
otherwise stated. Trustees must have regard to that guidance in complying with most of
the new requirements.

However, a number of our stakeholders and respondents to the DWP’s consultation on
the policy behind the new requirements have expressed interest in hearing directly from
us on our regulatory approach to the new duties. The draft guidance in this consultation
aims to meet that need.

Regulations proposed by the DWP also give us new powers where there are failures to
comply with the new requirements, including the power to impose penalties. The draft
appendix in this consultation sets out our proposed approach to issuing penalties for
breaches of these requirements.

Please note that both consultation documents cover our approach to the new
requirements. Any questions or concerns on the underlying policy and regulations should
be directed to the DWP.

2 https://www.fsb-tcfd.org
3 https://www.gov.uk/government/publications/uk-joint-regulator-and-
government-tcfd-taskforce-interim-report-and-roadmap
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Consultation document on:

* Guidance on governance and reporting of
climate-related risks and opportunities

* A new appendix to TPR’s monetary
penalties policy

Please fill in your responses to the questions below, save
this whole consultation form to your computer and return
the completed attachment by 31 August 2021 to:
climatechangeconsultation@tpr.gov.uk.

When responding, please confirm if you are responding as an individual or on behalf
of an organisation and, if on behalf of an organisation, whether only the views of the
organisation are expressed in the response. You do not need to answer every question
in order to submit a response.

Your details

Andrew Palmer
Your name;

L . ) Employer Covenant Practitioners Association (ECPA)
Organisation (if applicable):

Responding as an individual or ECPA
on behalf of an organisation:

If on behalf of an Yes
organisation, are only the

views of the organisation
expressed in this response?:

Job title (if applicable): Partner

c/o BDO LLP

3 Hardman Street, Spinningfields
Manchester, M3 3AT

UNITED KINGDOM

Postal address:

07976 598170
Telephone:

Email: andy.palmer@bdo.co.uk
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Your details continued...

Please select the category that best describes you or your organisation.
If you have multiple roles, please select all that apply.

Adviser (Actuarial) >< Adviser (Covenant) Adviser (Investment)
Adviser (Legal) Adviser (Other) Administrator
Investment manager Professional body Provider

N Scheme sponsoring employer o Trustee

Other (Please describe in the box below)

Confidentiality (Please complete as applicable)

Please confirm whether you would like us to list your name on our list
of respondents to this consultation:

>< Yes, | wish my name to be included on the list of respondents

No, | do not wish my name to be included on the list of respondents

and/or:

Please confirm whether you would like us to list your organisation
on our list of respondents to this consultation:

Yes, | wish my organisation to be included on the list of respondents

X

No, | do not wish my organisation to be included on the list of respondents

As this is a public consultation, we may need to share the feedback you send us within our
own organisation or with other government bodies or in response to a request under the
Freedom of Information Act 2000. In the interests of transparency and effective scrutiny,
we may also publish this feedback as part of our response to the consultation. If you wish
your response, in whole or in part, to remain confidential, please tick the box below and
give your reasons and we will consider whether we can reasonably meet your request:

Yes, | wish my response to remain confidential

If “Yes’, please specify which
part of your response you
wish to remain confidential
and why:
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Consultation questions for:
Guidance on governance and reporting of
climate-related risks and opportunities

Background

B1. Is this section of the guidance clear when read alongside
the DWP’s guidance

Sves [ o

Please give your reasons below:

It may be useful to reiterate the timescales for reporting and how this varies for schemes with different
asset levels.
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Background continued...

B2. Are there any areas on which you would welcome
further clarification?

Yes No

X

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Governance

G1. Is this section of the guidance clear when read alongside
the DWP’s guidance?

S ves [ e

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Governance continued...

G2: Is the example on establishing oversight helpful?

S ves [ o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Governance continued...

G3: Is the example on climate competency of service providers
and advisers helpful?

Mo | o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Governance continued...

G4: Are there any other case studies or examples you would find
helpful in this section?

Mo o

Please give your reasons below:

The ECPA would welcome greater clarification as to how trustees and sponsors should report on
climate-related risks and opportunites from a covenant perspective. This is critical in ensuring that
climate-related risk is being managed in an integrated way.

We understand that further guidance will be forthcoming. The ECPA would be pleased to provide
input into that process.
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Strategy and scenario analysis

S1: Is this section of the guidance clear when read alongside
the DWP’s guidance?

S ves [ e

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Strategy and scenario analysis continued...

S2: Is the example of different time periods for schemes with
different characteristics helpful?

Mo | o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Strategy and scenario analysis continued...

S3: Are there any other case studies or examples you would
find helpful in this section?

e X

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Risk management

R1: Is this section of the guidance clear when read alongside
the DWP’s guidance?

Mo | o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Risk management continued...

R2: Is the template dashboard helpful?

S ves [ o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Risk management continued...

R3: Is the example on processes to identify and assess
climate-related risks helpful?

S ves [ e

Please give your reasons below:

Consultation document on:
Guidance on governance and reporting of climate-related risks and opportunities @
and A new appendix to TPR’s monetary penalties policy



Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Risk management continued...

R4: Are there any other case studies or examples you would find
helpful in this section?

S ves [ e

Please give your reasons below:

The ECPA notes the general references to 'covenant' and the suggestion that trustees should liaise
with their employer to understand how climate-related risks are being managed from a covenant
perspective.

It would be helpful to understand the extent to which tPR expects employers to be able to limit the
amount of information that they provide to trustees on the grounds of confidentilaity given the public
nature of trustees reports.

For some employers the impact of climate-related risks and opportunities on their covenant could be
signficant and require considerable investment to be made or significant strategic decisions to be
taken. The commercial sensitivities around these matters could be such that public disclosure would
be strongly resisted.

Guidance on governance and reporting of climate-related risks and opportunities
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Metrics

M1: Is this section of the guidance clear when read alongside
the DWP’s guidance?

S ves [ e

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Metrics continued...

M2: Is Example 1 on the selection of metrics helpful?

S ves [ o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Metrics continued...

M3: Is Example 2 on the selection of metrics helpful?

S ves [ o

Please give your reasons below:

Consultation document on:
Guidance on governance and reporting of climate-related risks and opportunities @
and A new appendix to TPR’s monetary penalties policy



Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Metrics continued...

M4: Is the example on using a metric in risk management helpful?

S ves [ o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Metrics continued...

MS5: Are there any other case studies or examples you would
find helpful in this section?

Tves [X o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Targets

T1: Is this section of the guidance clear when read alongside
the DWP’s guidance?

S ves [ e

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Targets continued...

T2: Is the example on monitoring against targets helpful?

S ves [ o

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Targets continued...

T3: Are there any other case studies or examples you would
find helpful in this section?

S ves [ e

Please give your reasons below:

It would be helpful for tPR to reiterate the targets that trustees set should be scheme-specific and
should not conflict with trustees fiduciary duties, or the investment policies stated in the
Statement of Investment Principles.

An excessive focus on portfolio optimisation to meet targets at the expense of scheme objectives
could be contrary to trustees fiduciary duty under trusts law. There is no expectation that trustees
should set targets which require them to divest or invest in a given way, and the targets are

not legally binding.

Guidance on governance and reporting of climate-related risks and opportunities
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Publishing your report and notifying members

P1: Is this section of the guidance clear when read alongside
the DWP’s guidance?

S ves [ e

Please give your reasons below:
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

Publishing your report and notifying members continued...

P2: Are there any areas on which you would welcome
further clarification?

Mo o

Please give your reasons below:

It would be helpful to understand the extent to which tPR expects employers to be able to limit the
amount of information that they provide to trustees on the grounds of confidentilaity given the public
nature of trustees reports. For some employers the impact of clinate-related risks and opportunities on
their covenant could be signficant and require considerable investment to be made or significant
strategic decisions to be taken. The commercial sensitivities around these matters could be such that
public disclosure would be strongly resisted.
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

General questions

Q1: When read alongside the DWP’s guidance, is our guidance clear
on what you need to do and report on in order to comply with the
new legislation? If not, how could we make it clearer?

>< Yes No

Please give your reasons below:

It may be useful to reiterate the timescales for reporting and how this varies for schemes with different
asset levels.
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Consultation questions for: Guidance on governance and reporting of climate-related risks and opportunities

General questions continued...

Q2: Do you have any other feedback on the guidance?

e [X o

Please give your reasons below:
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Consultation questions for:
New appendix (‘Breaches of the climate change
governance and reporting regulations’) to TPR’s
monetary penalties policy*

1. The amount of the monetary penalty will be considered on a
case by case basis. Is the outline of likely band levels clear?

v [ o

Please give your reasons below:

4 monetary-penalties-policy.ashx (thepensionsregulator.gov.uk)
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Consultation questions for: New appendix to TPR’s monetary penalties policy

2.

Do you think the examples given for the different band
levels are appropriate?

X

Yes

No

Please give your reasons below:
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Consultation questions for: New appendix to TPR’s monetary penalties policy

3.

Does the calculation of the amount of the mandatory
penalty beyond the minimum threshold sound reasonable?

X

Yes

No

Please give your reasons below:
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Consultation questions for: New appendix to TPR’s monetary penalties policy

4. Is the appendix clear on our approach to discretionary penalties
for breaches of the Occupational Pension Schemes (Climate
Change Governance and Reporting) Regulations 2021? If not, how
could we make it clearer?

S ves [ o

Please give your reasons below:
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Consultation questions for: New appendix to TPR’s monetary penalties policy

5. Do you have any other feedback on the appendix?

e X

Please give your reasons below:

Consultation document on:
Guidance on governance and reporting of climate-related risks and opportunities @
and A new appendix to TPR’s monetary penalties policy



How to contact us

Napier House
Trafalgar Place
Brighton

BN1 4DW

https://www.thepensionsregulator.gov.uk/

https://trusteetoolkit.thepensionsregulator.gov.uk/
Free online learning for trustees

https://education.thepensionsregulator.gov.uk/
Pensions education portal

The
Pensions
4 Regulator
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	072: It would be helpful to understand the extent to which tPR expects employers to be able to limit the amount of information that they provide to trustees on the grounds of confidentilaity given the public nature of trustees reports. For some employers the impact of clinate-related risks and opportunities on their covenant could be signficant and require considerable investment to be made or significant strategic decisions to be taken. The commercial sensitivities around these matters could be such that public disclosure would be strongly resisted.
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	074: It may be useful to reiterate the timescales for reporting and how this varies for schemes with different asset levels.
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