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Ian Moynihan
Head of Client Services – Pension & Risk
Irish Life
Ian Moynihan is Head of Client Services, Pension and Risk at Irish Life.
Ian joined Irish Life in 2017, and has 19 years’ experience working in the
Irish pensions industry with Irish Life, PWC and Bank of Ireland. Ian has
extensive experience supporting and advising employers and trustees in
relation to pension governance, administration and investment
arrangements.
Ian holds the QFA, RPA and QPT designations, and is a graduate of Trinity
College Dublin.
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Group DC Governance and IORP II
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The Obligations on DC Trustees
• Minimum qualification & experience standards for
trustee boards
• Appointment of Key Function Holders for risk
management & internal audit
• Requirement for written policies: risk management /
internal audit / remuneration / outsourced activities
• Standards for internal controls / BCP Plan
• Communication & Information for members /
prospective members / deferred members & those
nearing retirement
Overview of general themes
from the Regulation

10 May 2021

19 July 2021

Draft Codes of Practice
issued – 8 week
consultation period
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Known deadlines
• Remuneration Policy – 31 December 2021
• Compliance Statement – 31 January 2022
• New form of Benefit Statement – 31 December 2022
• Trusteeship – 2 trustees / 2 trustee directors in the case
of sole trustee company – 31 December 2021
• Full compliance for existing schemes by 1st January
2023

Final Code of Practice
Issued

15 November 2021

13 December 2021

Guidance on Master Trust
vehicles

Group DC Governance and IORP II

Compliance vs Governance

Compliance vs Governance
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Trust has clear benefits…
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…but is hard to pin down
Trust

Outcomes

Knowledge

Behaviour

Expectations differ by generation…

Simplicity is to be welcomed...
Report of the Interdepartmental Pensions Reform & Taxation Group – Nov 2020
The report made a number of recommendations and proposals:
• Simplify the range of pension products and phase out new Personal
Pensions and Personal Retirement Bonds.
• Overhaul of PRSA products and legislation.
• Harmonise window for taking retirement benefits to between 55
and 75.
• Harmonise some benefit options across different pension products.
• Facilitate post retirement drawdown either using a PRSA or from a
Group ARF or company pension scheme.
• To continue existing tax relief system, with regular review

 Sequencing of changes
and regulatory
conditions is key to
success of reforms, and
to maintain or increase
pension coverage and
trust in the system

…and IORP II can help
Enhanced governance standards
Better protections for members and beneficiaries
Enhanced information provided to members and beneficiaries
Heather Humphreys, April 2021

Processes of adaptation are usually triggered by crises emerging from complexity
Adaptation gives rise to new challenges, prompts questions about how we did things in the past

Setting some goals…
• A layered approach to governance that builds trust in pensions
• Consistent with IORP II key objectives

…. So does achieving IORP II Compliance mean we’ve done it?

Not necessarily…
 Goodhart’s Law:
When a measure becomes a
target, it ceases to be a good
measure

 Campbell’s Law:
The more a metric counts for real
decisions, the more it distorts the
situation it was designed to
monitor

Where to next?
3 different approaches…
1. Compliance Focus

2. Governance Focus

3. Find Another Way…

Time/resource need

Limited

Plentiful

Limited

Approach to governance

Discussed through a
compliance lens

Structure encourages
separation of compliance
and governance
considerations

Compliance outsourced;
Employer / Trustee /
Member reps focus on
trust, participation,
outcomes

Driven by

Trustee

Trustee/Employer

Employer / Pension
Committee

…crucial to ensure we continue to benefit from knowledge, experience and expertise

How might we decide?
Honest evaluation of time,
resources and energy
available

Clarity around pension
goals and objectives

Explicit evaluation of trust
levels in current
arrangements

A structure which
incorporates these
elements to continually
build trust and confidence

Questions?
Please use the question
section in the drop downs

Paul Torsney
Head of Trustee Services
Law Debenture Pension Trustees Ireland
Paul is Head of Trustee Services and an independent professional trustee
with Law Debenture Pension Trustees Ireland, bringing the LawDeb
model of trusteeship and governance to Ireland. Prior to joining LawDeb,
Paul spent over 14 years with Willis Towers Watson, working as a
consulting actuary, advising companies and trustees on all aspects of
their pension provision.
Paul is a Fellow of the Society of Actuaries in Ireland and a Chartered
Enterprise Risk Actuary (CERA). He is the current Chair of the Pensions
Committee and a member of the Council of the Society of Actuaries in
Ireland. Having obtained a B.A. in Theoretical Physics from Trinity College
Dublin, Paul went on to complete master’s degrees from Dublin City
University and the University of Cambridge. He is currently undertaking
the Qualified Pension Trustee qualification with the IIPM.

Governance and reporting of climate change risk for pension
schemes - the UK approach
14 October 2021
© Society of Actuaries in Ireland
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Disclaimer

The views expressed in this presentation are those of the
presenter(s) and not necessarily those of the Society of
Actuaries in Ireland or their employers.
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Recent Irish / EU Sustainable Investing Legislation

Shareholder Rights Directive
Sustainable Finance Disclosure Regulation (SFDR)
IORP II
….. and much more likely to come down the track

Climate change governance and reporting - UK approach
The UK government is the first to apply the Taskforce on
Climate-related Financial Disclosures (‘TCFD’)
recommendations to pension schemes
The new requirements will apply as follows:
2021: From 1 October for schemes with over £5 billion in assets
2022: From 1 October for schemes with over £1 billion in assets
Similar requirements for small schemes may follow at a later date.

TCFD Recommendations
In 2017, the TCFD released
climate-related financial
disclosure
recommendations designed
to help companies provide
better information to
support informed capital
allocation.
Our disclosure
recommendations are
structured around four
thematic areas that
represent core elements of
how organizations operate:
governance, strategy, risk
management, and metrics
and targets. These thematic
areas are intended to
interlink and inform each
other.
Source: https://www.fsb-tcfd.org/about/

TCFD Recommendations

Source: https://www.fsb-tcfd.org/

Paris Agreement
The Paris Agreement is a legally
binding international treaty on
Climate change. It was adopted
by 196 Parties at COP 21 in Paris,
on 12 December 2015 and entered
into force on 4 November 2016.
Its goal is to limit global warming to well below 2, preferably to
1.5 degrees Celsius, compared to pre-industrial levels.
To achieve this long-term temperature goal, countries aim
to reach global peaking of greenhouse gas emissions as soon as
possible to achieve a climate neutral world by mid-century.

Source: https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement

GOVERNANCE

1: Governance
Under the new regulations the trustees are required to:
Establish and maintain oversight of relevant climate-related risks and opportunities
Establish and maintain processes for the purpose of satisfying themselves that:
• Anyone involved in the governance of the scheme (other than trustees) takes
adequate steps to identify, assess and manage relevant climate-change risks and
opportunities
• Anyone who advises the trustees on the governance of the scheme (other than a
legal advisor) takes adequate steps to identify, assess and manage relevant
climate-change risks and opportunities

STRATEGY

2: Strategy
Under the new regulations the trustees are required to:
Identify climate-related risks and opportunities

Assess climate-related risks and opportunities

Undertake scenario analysis:
• At least two scenarios where there is an increase in the global average
temperature
• In one of which must be within the range 1.5 – 2 degrees Celsius above preindustrial levels

STRATEGY

Climate-change risk classification

Source: https://www.fsb-tcfd.org/

STRATEGY

Climate-change opportunities classification

Source: https://www.fsb-tcfd.org/

STRATEGY

Scenario analysis - How are things looking now?

Source: https://climateactiontracker.org/global/cat-thermometer/

STRATEGY

Scenario analysis – what difference does 0.5°C make?

Source: WWF

STRATEGY

Scenario analysis – what scenarios might make sense?
• For example, the PCRIG guidance outlines three broad
types of scenario that are likely to be of interest:
Orderly transition, 1.5-2⁰C scenario – emission reductions start now and continue in a
measured way in line with the objectives of the Paris Agreement and the UK
government’s legally binding commitment to reduce emissions in the UK to net zero by
2050. Investors and companies face disruption from physical climate-related risks, yet
these are expected to be much less severe than under a no transition scenario.
An abrupt transition, 1.5-2⁰C scenario – little climate action in the short term, followed
by a sudden and unanticipated tightening of policy as countries rush to get on track
with the Paris Agreement. The falling cost of the solutions may mean companies and
investors face a double policy and technology shock
No transition, pathway to 4+⁰C scenario – a continuation of historic emission trends
and a failure to transition away from fossil fuels. Physical climate-related risks are
severe, and increase over time, causing widespread social and economic disruption.
(Note that conventional economic approaches are very likely to underestimate the
impacts.)
Source: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/955878/aligning-your-pension-scheme-with-tcfd-recommendations-part-3.pdf

RISK MANAGEMENT

3: Risk management
Under the new regulations the trustees are required to:
Establish and maintain processes for the purpose of enabling them to identify and assess
relevant climate-related risks
Establish and maintain processes for the purpose of enabling them to manage effectively
relevant climate-related risks
Ensure that management of climate-related risks is integrated into their overall risk
management

RISK MANAGEMENT

Stewardship

The Pensions Climate Risk Industry Group guidance notes:
The UK Stewardship Code defines stewardship as “the responsible allocation, management and oversight of capital to create long-term
value for clients and beneficiaries leading to sustainable benefits for the economy, the environment and society.”
There is a growing body of evidence which demonstrates the benefits of active ownership, or good stewardship, to corporate
performance. Engagement activity with investee companies (including through appointed managers) can help to encourage better
practices and corporate behaviours related to climate-related risks as well as improving disclosures by those companies to enable
better assessment of climate-related risks by asset owners. It should therefore form a key part of the integration of climate issues into
trustee investment processes.
Although there is only one specific TCFD recommended disclosure on stewardship or engagement, it is difficult for trustees to have a
meaningful and effective governance and decision-making framework – for instance regarding investment beliefs, or use of metrics, or
in disclosing their approach on climate change – without consideration of how they fulfil their stewardship role. Good Stewardship can
also be an effective form of post-investment risk management.

*Source: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/955876/aligning-your-pension-scheme-with-tcfd-recommendations-part-2.pdf

RISK MANAGEMENT

Stewardship or Divestment?
“This house believes that effective stewardship is more influential in tackling ESG
issues than what you invest in”
Law Debenture Pensions Debate 2021

https://www.lawdebenture.com/news/view-the-lawdeb-pensions-debate-2021recording

RISK MANAGEMENT

Stewardship or Divestment?
Divestment is the process of selling assets already held by a pension scheme. Divestment remains a
fallback strategy for pension schemes with investments in assets which are unable to reduce their
contribution to climate change or where a good stewardship approach has failed. Nevertheless,
widespread divestment by pension schemes is unlikely to have the required impact on the real
economy’s contribution to climate change. Encouraging behaviour change in companies through good
stewardship is more likely to be an effective approach to help the real economy transition to net zero.
We welcome the Minister’s clear statement that divestment should be a last resort. We recommend that
the Department set out, in response to its report, what specific steps it is taking to ensure that its policies
do not incentivise divestment over good stewardship— while making clear that schemes could
nevertheless consider divestment when there is no other option.
House of Commons Work and Pensions Committee
Pension stewardship and COP26

Source: https://committees.parliament.uk/publications/7454/documents/78039/default/

METRICS AND TARGETS

4: Metrics and Targets
Under the new regulations the trustees are required to:
Select at least three metrics:
•
total greenhouse gas emission of assets (‘absolute emissions’)
•
total carbon dioxide emissions per unit of currency invested (‘emissions intensity’)
•
one other related to climate change (‘additional metric’)
Obtain data each year to calculate the metrics and use this to identify and assess the
climate-change risks and opportunities
Set a target for one the metrics and measure the performance against this measure each
year

METRICS AND TARGETS

Greenhouse Gas Emissions – Scopes 1, 2 and 3

Source: Greenhouse Gas Protocol

METRICS AND TARGETS

What About Net Zero?
•
•

The regulations require a target to be reported each year but do not
require schemes to set a ‘Net Zero’ target
However, some schemes have already begun to do so, for example:

Sources: www.btps.co.uk, www.guardian.co.uk, www.ft.com

METRICS AND TARGETS

What About Net Zero?
•

… and some groups are putting pressure on large schemes who have not
made sufficient Net Zero commitments, for example:

Source: www.linkedin.com (‘Make My Money Matter’)

Questions?
Please use the question
section in the drop downs

Thank you for joining us
Survey Feedback:
Please help the IIPM and complete the survey at the end of the webinar – or find the link in your follow up
email
REMEMBER TO LOG YOUR CPD HOURS:
CPD Information will also be included in confirmation email next week

