
 

 

 

shareaction.org 

 
Fairshare Educational Foundation is a company limited by guarantee registered in 

England and Wales number 05013662 and a registered charity number 1117244. 

Registered VAT: GB 211 1469 53   

Printed on recycled paper 

Ground Floor, 16 Crucifix Lane 

London SE1 3JW | 020 7403 7800 

 

Maggie Simpkin 
Department for Work and Pensions 
1st Floor, Caxton House 
6 – 12 Tothill Street 
London, SW1H 9 NA 
 
By email to: reinvigorating.pensions@dwp.gsi.gov.uk 

9th December 2015 
 
Dear Sirs, 
 
“Better Workplace Pensions: reducing regulatory burdens, minor regulation 
changes and response to consultation on the investment regulations” 
 
ShareAction’s response to consultation questions 1, 11, 12 and 13 
 
We would like to respond to the questions in the above consultation paper relating to 
reducing regulatory burdens (Q.1) and improving how information about investments is 
disclosed (Q. 11, 12 and 13).  ShareAction is a registered charity established to promote 
transparency and responsible investment practices by pension funds and other 
institutional investors. We are a member organisation and count amongst our members 
well-known NGOs and charitable foundations, as well as over 35,000 individual 
supporters. 
 
We are pleased that the Government is considering the issue of greater transparency in 
how people’s money is managed.  In a debate in the last Parliament, Lord Bourne of 
Aberystwyth (Cons) noted that improved transparency (on wider issues than just costs) is a 
“vital” part of reforming pensions1.   
 
It is right that people should have access to clear, comprehensible information about how 
their money is invested, particularly when investing in DC schemes in which they bear all 
the investment risk. Giving such access enables and encourages people to  take greater 
personal responsibility for their finances. Unfortunately, a lack of transparency is one 
factor which has contributed to market failings within the pensions sector, as 
acknowledged by the Office of Fair Trading’s 2013 review of the DC workplace pensions 

                                            
1
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market, which found that the buy-side was “one of the weakest” it had analysed in recent 
years2. 
 
We expect that the Government will receive responses which state that people are not 
interested in requesting or receiving information about their pensions.  This is not 
incorrect: automatic enrolment was introduced as a response to widespread inertia.  But it 
would be wrong to rely entirely on existing evidence of members’ appetite for information 
as an argument for not changing the status quo.  There is a severe lack of understanding in 
UK society about how pensions work.  Furthermore, as we will explain, the information 
members do receive under existing rules often presupposes a much higher level of 
understanding or is vague and unclear.  It is not surprising that people are not asking for 
(further) information.  However, instead of using this apparent lack of demand as evidence 
that people do not care, the Government could look at jurisdictions in which people have 
greater rights and capabilities to engage with their pensions, rights which go beyond the 
release of basic information on request, for example, the Danish pension system. Evidence 
shows that these systems have better outcomes for members:  the Danish system has been 
ranked as the best in the world for several years by the well-respected Melbourne Mercer 
Global Pension Index3. 
 
As a final general point, we would like to stress that any changes that are made by the 
Government to trust-based schemes should be replicated for contract-based schemes, as 
the legal structure of a pension scheme should not be a barrier to a member accessing 
information.  
 
Consultation question 1: Do you have any views on ways that the regulatory 
burdens on occupational pension schemes (including managers and trustees) 
can be reduced without compromising member protection? 
 
We would like to draw your attention to ShareAction’s recent research: Realigning 
Interests, Reducing Regulation (2015 Report).  This research looks at the issue of over-
regulation in the UK pension sector and argues that by focusing regulatory efforts on 
ensuring that schemes are well-governed, the need for piecemeal and frequent corrective 
regulation is reduced.  It draws on evidence from a variety of jurisdictions with much 
better performing pension sectors.   
 
In particular, we would like to draw your attention to the following sections (appended to 
this response): 
 

 the executive summary (pages 2-6); 

 our recommendations for what policymakers could do to foster a regulatory 

environment in which governance structures exist to promote best outcomes for 

members (page 7); and 

 the conclusions (page 46).  

We note the Government’s desire, stated in Chapter 2, paragraph 1 of the consultation, to 
“make life easier” for pension schemes.  As argued in the above report, there is a role for 
thoughtful regulation addressed at creating well-governed schemes that operate in the best 
interests of members.  Such regulation would be worth implementing even if it did not 
“make life easier” for those managing schemes because it is, of course, the outcomes for 

                                            
2
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members, the everyday savers, which matter. We do, however, believe that reduced 
regulation targeting key governance issues would also make life easier for scheme 
managers and trustees.    
 
We would welcome clarification from the Government , in its response to this consultation, 
that it seeks to “make life easier” for pension schemes in order to improve outcomes for 
savers and pensioners.  
 
Consultation question 11: To what extent do trustees and scheme managers 
currently make information on selection, monitoring, retention, stewardship 
and realisation of investments; and selection, appointment and monitoring of 
investment managers and other agents available to beneficiaries on request? 
 
ShareAction undertakes regular surveys of the pensions sector and looks at the 
information made available to members.  For example, in 2013/14 we surveyed the UK’s 
largest occupational pension funds4 and we are in process of surveying the largest 
automatic enrolment providers and master-trusts.  We also regularly create “email tools” 
enabling savers to email their pension funds directly to request information on various 
issues.  Through these practical exercises, we have gained insight into how funds share 
information.   
 
As noted in the consultation paper, The Occupational and Personal Pension Schemes 
(Disclosure of Information) Regulations 2013 (the “Regulations”) require trustees and 
managers to disclose certain categories of information.  In our experience, the issue is not 
whether or not trustees comply with these provisions, but what compliance means in 
practice.   
 
Before addressing the way in which disclosures are made, we would like to flag the role of 
disclosure of information in a low-regulation environment.  We think it is important that 
refined state regulation is supplemented with effective participation by – and 
accountability to – beneficiaries, enabling them to take more responsibility for holding 
schemes to account.  A prerequisite for this accountability is disclosure of relevant 
information. Where the state seeks to clarify regulation of a sector, like pensions, it is 
important that it assumes responsibility to set market conditions and to oversee providers.  
The ultimate risk of not doing this correctly is that members may seek redress from the 
government when private pension providers fail.   
 
The Regulations require the disclosure by trustees or scheme managers of principles, 
policies or approaches to issues.  In practice, this translates into funds publishing 
statements which are often very general, at times vague and “boilerplate”.  In our 
experience, when members approach funds to ask questions about how their money is 
used in practice, they are directed to these statements.  A typical example taken from the 
SIP of one of the UK’s largest funds is: 
 

The Trustee's policy is that the extent to which social, environmental or ethical 
considerations are taken into account in these decisions is left to the discretion of 
its internal investment manager, and external managers where appropriate. 
However, the Trustee expects that the extent to which social, environmental or 
ethical issues may have a fundamental impact on the portfolio will be taken into 
account by the investment managers in the exercise of their delegated duties.  

                                            
4
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Obligations and rights attached to investments are strictly enforced for the benefit 
of the Fund. The Fund acts to maintain shareholder rights, and engages with 
companies as appropriate to protect or enhance its investments. Where applicable 
to external managers, the Trustee's policy is to delegate responsibility for the 
exercising of rights (including voting rights) attaching to investments to the 
investment managers and to encourage the managers to exercise those rights. 
 

Whilst these statements may comply with the legal requirements to disclose the fund’s 
policies (if any) on voting and on SEE considerations, it is difficult to see what a member 
would learn from such disclosures.  This point applies similarly to the other requirements 
in the Regulations to disclose the names of advisers.  Another typical example from a large 
fund’s SIP is set out below: 
 

The Trustee …[has] delegated all day-to-day decisions about the investments that 
fall within each mandate to the relevant fund manager through a written contract. 
These duties include:  
…  

Taking into account social, environmental, and ethical considerations in the 
selection, retention and realisation of investments in so far as this is 
consistent with their overall objectives.  

…  
The Trustee…expect[s] the fund managers to manage the assets delegated to them 
under the terms of their respective contracts and to give effect to the principles in 
this statement so far as is reasonably practical. 
 

It is difficult to see how a responsible individual could use this information to make 
informed decisions and to ask meaningful questions of a scheme. The issue that needs to 
be addressed is not whether funds disclose this information, but whether it is disclosed in a 
way which is meaningful to members.  In our experience, this is not generally the case.   
 
In our most recent review of the largest UK occupational funds, we found the following in 
relation to disclosure of equity holdings and the actual exercise of voting rights: 
 

 38%  made no disclosure of their equity or other holdings. 

 25% only disclosed 5 to 10 of their largest equity holdings (a very small proportion 

of their portfolios), whilst 29% disclosed 100 or more equity holdings.  

 42% disclosed no information about how their shares were voted at company AGMs, 

with 21%  providing only basic summary statistics.  

Furthermore, the holding and voting of shares is only a small element of the potential 
influence pension funds have over investments in their portfolios.  Far more important is 
the wider stewardship of investments, which includes engagement with managers of 
investee companies / entities in relation to (among other matters) corporate governance 
and corporate actions.  Practice on disclosure of stewardship activities is varied – with just 
under half of the largest funds disclosing detailed stewardship and engagement reports.  
However, amongst smaller funds, very little meaningful information is available.  This is 
despite the fact that stewardship was recognised as important by the Law Commission, 
which stated that trustees “should be encouraged to consider whether and how to engage 
with companies to promote their long-term success, either directly or through their 
investment managers” (para. 5.98 of the Law Commission’s 2014 review).  
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Our recommendations 
The existing requirements for disclosures in the Regulations only go so far.  They do not 
necessarily catalyse disclosure of meaningful information in a manner comprehensible to 
the average member.  To improve this, the Government should consider requiring pension 
funds to undertake the following: 
 

 Disclose policies on stewardship and engagement activities, in addition to voting. 

 For the disclosure of any policies set out in legislation, trustees must explain why, if 

they do not have the policy, this is appropriate. 

 Where the trustees’ policies amount to delegation to managers or other agents, they 

should be required to explain how they ensure that the policies are followed and 

how they monitor agents.   

 Trustees should be required to report on the implementation of their policies 

annually (for example in the annual investment report).  This would go some way to 

ensuring that trustees elaborate on the boilerplate statements in their SIPs and 

other policies in a way which demonstrates how these are influencing practices.  

 At the very least, SIPs and annual reports should be published as a matter of course 

on the fund’s website.  

The Government should: 

 Require The Pensions Regulator to publish guidance on best practice for disclosing 

information to members,  focusing on disclosing useful information in a way a 

layperson can understand.   The Pensions Regulator should consult widely ahead of 

publishing this guidance.  

Consultation question 12:  What are the challenges trustees and scheme 
managers might face in accessing this information including how it may be 
affected by different investment approaches? 
 
It would be of concern if pension trustees and managers were not able to access 
information about the selection, monitoring, retention and realisation of their 
investments; the stewardship of their investments or how they select, appoint and monitor 
agents to whom they delegate powers.  This would be a serious governance failing, as this 
information is key to their oversight of investments.   
 
Furthermore, asset managers should be making this information available under their 
mandates, UK Stewardship Code disclosures or equivalent policies required under the 
FCA’s Conduct of Business rules.  
 
However, we recognise that some arrangements between asset managers and trustees may 
make it more challenging to access information regarding where the money is invested and 
how it is being stewarded.  In our 2013 survey of asset managers used by a group of 
institutional charitable investors, we found that the control enjoyed by clients invested in 
pooled funds was more limited than in segregated funds5.  However, this means that, when 
invested in pooled funds, it is even more important that trustees have robust policies and 
practices around setting mandates for managers and monitoring them.  If trustees are not 
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able to easily access information about where their money is invested, they must be able to 
show that they are exercising careful oversight of the way in which managers operate in 
pooled funds.  If trustees genuinely cannot access information about these funds, this 
raises questions about whether or not it is appropriate for them to be investing members’ 
money in this way.  
 
Similarly, it may be assumed that it is harder for trustees and managers to access 
information when invested in passive or tracker funds.  It may also be assumed that it is 
harder for them to exercise voting and stewardship when in passive investments.  
However, trustees invested in trackers will have visibility on the indices being tracked and 
are able to exercise voting rights.  It is also important that they have rigorous policies and 
practices on selecting and monitoring managers and on stewardship – if they cannot easily 
exit an investee company, it is even more important that they operate as responsible 
stewards.  Such policies and reports on implementation should be easily available for 
trustees to disclose. 
 
It may be that confidentiality is raised as a barrier to disclosure.  Whilst some areas of 
managers’ mandates and some stewardship activities will genuinely be covered by 
commercial confidentiality, it is wrong to use this as a “blanket” excuse to disclosure.  
Redaction, delayed or partial disclosure should be possible.  
 
Consultation question 13:  Do you have any information on the costs involved 
in disclosing this information to beneficiaries where such information is 
requested? 
 
As we have flagged above, all of the information in question should be available to trustees 
or scheme managers.  It is the type of information they should have in their policies or 
should receive from their managers.  Some pension funds already disclose this information 
proactively, so it can be done (for example, BBC Pension Trust Ltd).   We suspect that costs 
are most likely to be higher where funds have not previously taken this information 
seriously and thus would need to work from scratch to produce it.  However, we suggest 
that the easiest thing to do would be to require funds to have this information on their 
website.  Most requests could then be directed to the website, with no further cost apart 
from updating.  However, if the Government is concerned about additional costs, it could 
add a provision that further disclosure is not required where to do so would be 
unreasonably costly. 
 
We also note that, if the principle is to release information on request, where people make 
the argument that members are not interested in this information, a lack of requests 
should ensure that there are no additional costs.  
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