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Key points

· The People’s Pension takes its duties as a responsible investor seriously and we set out our approach in our Statement of Investment Principles.
· The proposed distinction between financial and non-financial considerations is a sensible one. Clearly, financial considerations have to come first and trustees may then take non-financial factors into account. Doing so will not always be easy, and trustees need to be given flexibility in meeting their obligations.
· We are not convinced of the practical benefits of requiring trustees to sign up to the UK Stewardship Code. In some pension schemes, for example those with a passive investment strategy, it may be more appropriate for a scheme’s investment managers to sign up with oversight from the trustees.








About us

B&CE is the not-for-profit provider of The People’s Pension, the UK’s largest private sector master trust. In total, it manages assets of £2.3 billion, with 2.8 million members and provides financial benefits to more than 1 million active individuals on behalf of over 14,000 corporate accounts.














Introduction

The Kay Review identified serious issues for investment intermediaries, and pension funds have an important role to play as responsible investors. The Kay Review and subsequent study by the Law Commission found substantial uncertainty around the definition and interpretation of trustees’ duties when making investment decisions. We welcome the Government’s decision to clarify these duties.

The Trustee of The People’s Pension takes its duties as a responsible investor seriously. The Trustee is supportive of the UK Stewardship Code and includes information on its approach to responsible investing in its Statement of Investment Principles. The People’s Pension is one of the top two master trusts in ShareAction’s league table of UK occupational pension schemes.

We are conscious that our foremost duty as a pension provider is to provide a good value, high quality and dependable workplace pension scheme for our members, many of whom are low income workers. This can be challenging when the pensions market is evolving as rapidly as it is now. We believe that the clarity provided by the proposed distinction between financial and non-financial factors in investment decisions will help the Trustee fulfil its duties effectively. However, we are less convinced of the practical benefits of requiring all occupational schemes to sign up to the UK Stewardship Code, on a ‘comply or explain’ basis, especially where schemes adopt a passive investment strategy. Indeed, such ‘box ticking’ compliance could interfere with effective decision making.

Like many providers, we offer ethical and shariah funds in addition to our core funds. These funds have investment strategies which are based significantly on non-financial factors and both perform well.

Investment decisions

The Government proposes to move away from the current terminology around ‘social, environmental or ethical considerations’ and towards a distinction between financial and non-financial factors in any investment decision. We support the approach set out by the Government which we believe will provide greater clarity for trustees. Indeed, The People’s Pension has effectively taken this approach already by declaring in its Statement of Investment Principles that the Trustee will consider social, environmental or ethical issues where they have financial implications for members.

In considering non-financial factors, the Government proposes that trustees should give consideration only where they have good reason to believe scheme members agree and where there is no detriment to the fund. These are both sensible in principle, but harder to quantify in practice. Master trusts with large and diverse memberships will have difficulty proving that members agree with a particular investment decision. Similarly, the financial impact of a decision may be unclear, or may have different impacts over the short and long term. The solution is that regulations should not be too prescriptive and instead should give trustees scope to exercise judgement.

It is also important that the rules on considering non-financial factors are enabling rather than a requirement. Under some circumstances, it would be perfectly legitimate for trustees to focus predominantly or exclusively on financial factors.

The consultation also seeks views on whether trustees should be required to state their policy on how they evaluate long-term risks and their approach to considering non-financial factors. Generally, we do not think additional disclosure is likely to lead to better investing. Instead, for non-professional trustees additional disclosure may take precedence over their fiduciary duty. The key point must be that trustees consider these issues and whether disclosure to their members is appropriate.





UK Stewardship Code

The Kay Review identified the relationship between investors and the companies in which they invest as a serious issue for the UK equities market. The Government therefore is seeking views on whether trustees should comply with the UK Stewardship Code (and if so, how) or explain their reasons for not doing so.

We believe that a mandatory requirement for trustees to sign up to the UK Stewardship Code is problematic.  The Government has proposed a ‘comply or explain’ approach to this rule which we consider to be a more sensible approach.

As with many pension schemes, the Trustee of The People’s Pension has responsibility for the overall investment strategy but it delegates the day-to-day management of the portfolio to its investment managers. It uses a passive investment approach which ensures our members get very good value for money, but in practice means that the Trustee has less control over individual investment decisions than if it had adopted an active approach to investments. 

The key point is that different organisations within the investment chain will be best placed to exercise the responsibilities set out in the Code, depending on the particular arrangements in each pension scheme. In some cases, it is reasonable for a scheme’s investment managers to sign up to the UK Stewardship Code in place of the trustees. Therefore, we suggest that the proposals are amended so that they may apply to trustees or their investment managers.

More broadly, we are uncertain of the tangible benefits of this requirement. Further disclosure of trustees’ approaches to the UK Stewardship Code is unlikely to lead to better investing or better outcomes for members and could increase costs. 
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 Contact details



For further information on this response, or  
the work of B&CE and The People’s Pension, 
please contact: 



WINNER



Gary Moore Policy and Public Affairs Executive



E	 garymoore@bandce.co.uk 
T	 01293 586534 
M	07587 039123 



B&CE Financial Services Limited  
Manor Royal, Crawley, West Sussex, RH10 9QP. Tel 0300 2000 555 Fax 01293 586801.



Registered in England and Wales No. 2207140. To help us improve our service, we may record your call. 
B&CE Financial Services Limited is authorised and regulated by the Financial Conduct Authority. Ref: 122787. 
It is the administrator for the B&CE EasyBuild Stakeholder Pension which is a personal pension scheme.  
The company is also a distributor of, and an administrator for, The People’s Pension Scheme and the 
Employee Life Cover from B&CE which are occupational pension schemes to which different law and 
regulation applies. Further details can be found on our website www.bandce.co.uk/legal
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