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New investment and disclosure duties for UK pension

scheme trustees confirmed

The government has confirmed that it will introduce
new investment and disclosure duties for trustees of
UK pension schemes from October 2019. The
government consulted on its proposals in July 2018

- see our legal update for details of the consultation
proposals. The government intends to proceed with the
majority of the proposals, but has made a couple of
changes.

In summary:

e Trustees of all schemes will need to update their
statement of investment principles (“SIP”) to
include new information, including the extent to
which (if at all) they take into account members’
views. They will also need to include new informa-
tion in the scheme’s annual report.

e Trustees of schemes providing DC benefits other
than additional voluntary contributions (“AVCs”)
must also update the SIP for the scheme’s DC
default arrangement and include new information
in the scheme’s annual report. Trustees must also
publish the scheme’s SIP and certain other informa-
tion on a website which is publicly available free of
charge. Trustees are already required to publish
certain sections of the scheme’s annual governance
statements for scheme years ending on or after 6
April 2018 on this website.

New duties applicable to all schemes
Statement of investment principles

Trustees will be required to update their SIP to set out
their policies on:

* Financially material considerations, including
(but not limited to) environmental, social and
governance considerations, including how those
considerations are taken into account in the
selection, retention and realisation of investments.

e The extent to which (if at all) non-financial matters
are taken into account in the selection, retention
and realisation of investments. “Non-financial
matters” means the views of members, including
(but not limited to) their ethical views and their
views in relation to social and environmental
impact.

e The stewardship of scheme investments, including
on undertaking engagement activities in respect of
those investments.

The proposal to require trustees to prepare a
“statement on members’ views” has been dropped and
replaced by the requirement for the SIP to set out the
trustees’ policy on the extent to which non-financial
matters are taken into account.

Annual report

Trustees must include the policies in the scheme’s SIP on
financially material considerations, non-financial
matters, and stewardship of scheme investments in the
investment report section of the scheme’s annual report.

New duties applicable to schemes providing
DC benefits other than AVCs

DC default arrangement SIP

As well as updating the scheme’s SIP to set out how they
take account of financially material considerations and
the extent to which they take account of non-financial
matters, trustees must also update the SIP in relation
to the scheme’s DC default arrangement.

If the scheme has 100 or more members, the DC
default arrangement SIP must also set out the trustees’
policy on the stewardship of investments, including on
undertaking engagement activities. This requirement
did not appear in the consultation version of the
proposals.


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/739331/response-clarifying-and-strengthening-trustees-investment-duties.pdf
https://www.mayerbrown.com/files/Publication/39080f94-905e-4b70-9946-26bb32386bd1/Presentation/PublicationAttachment/7ce40456-913c-4db4-aa82-2d0cdd4543d8/Proposed-new-investment-and-disclosure-duties-for-UK-pension.pdf

Annual report

In addition to including their policies on financially
material considerations , non-financial matters, and
(if applicable) stewardship of scheme investments in
the investment report section of the scheme’s annual
report, trustees will also be required to include an
implementation statement detailing;:

e how, and the extent to which, the scheme’s SIP has
been followed in the scheme year;

 any review of, and any changes to, the SIP in the
scheme year;

e if no review has taken place, the date of the last

review.
Disclosure

Trustees will be required to:

* “make publicly available free of charge on a website”
their scheme’s SIP and implementation statement;
and

e inform members of this via their annual benefit
statements.

This builds on the requirement that was introduced in
April 2018 for trustees of schemes providing DC benefits
other than AVCs to make publicly available free of
charge on a website certain information on charges and
transaction costs and the scheme’s default arrangement
contained in the scheme’s annual governance statement
for scheme years ending on or after 6 April 2018 (for
more information, see our legal update). The government
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has since confirmed that, in order to comply with this
requirement, the specified information/documents must
be made available to the general public as a whole, rather
than just to scheme members. As such, the website on
which the information is made available must be
accessible free of charge and without the use of a user
name and/or password.

The government has also made changes to its statutory
guidance on reporting DC costs and charges to reflect
the new disclosure requirements.

Timetable for the changes

The new requirements will come into force from

1 October 2019, except for the requirements in relation
to the implementation statement which will come into
force from 1 October 2020.
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