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DWP revises trustees' investment duties  
 New legislation to implement EU directives is aimed at encouraging long-term shareholder engagement. 

 SIP to set out trustees’ policy on arrangements with asset managers, including incentives to make 
decisions based on medium and long-term performance and how evaluation and remuneration of asset 
management aligns with the trustees’ investment policies. 

 Schemes will need to disclose this information online and also produce an engagement policy 
implementation statement each year. Expanded requirements apply to both DC and DB schemes. 

Without consultation, the DWP has published new regulations that amend trustees’ investment duties, starting 
from October 2020. The legislation implements EU directives aimed at encouragement of long-term 
shareholder engagement.  The changes also impact on the disclosure of investment policies for all schemes.

SIP content 
Under the regulations, all trustees that are required 
to produce a Statement of Investment Principles 
(SIP) will need to expand this to set out their policy in 
relation to arrangements with any asset managers on 
the following matters (or to explain why any of the 
following are not set out): 

 How the arrangement incentivises the asset 
manager to align its investment strategy with the 
trustees’ investment policies (and these include 
the policies that are added from 1 October 2019 
on ‘non-financial matters’ i.e. the views of 
members, such as ethical views, and views in 
relation to social and environmental impact, and 
policies on exercise of shareholder rights and 
engagement); 

 How that arrangement incentivises the asset 
manager to make decisions based on medium 
and long-term performance and to engage with 
debt or equity issuers to improve performance in 
the medium to long-term; 

 How the method (and time horizon) of the 
evaluation of the asset manager’s performance 
and the remuneration for services are in line with 
the trustees’ investment policies; 

 How the trustees monitor portfolio turnover costs 
incurred by the asset manager and how they 
define and monitor targeted portfolio turnover or 
turnover range; and 

 The duration of the arrangement with the asset 
manager. 

In addition, the relevant matters to be considered 
when setting engagement policies are extended to 
include capital structure, and management of actual 
or potential conflicts of interest. 

Annual report content 
The required content of the annual report is 
extended, for schemes required to produce a SIP, to 
include a statement that must: 

 Set out how and to what extent, the trustees’ 
policy in relation to exercising shareholder rights 
including voting rights and undertaking 
engagement activities in respect of the 
investments has been followed during the year, 
in the opinion of the trustees; and 

 Describe the voting behaviour by, or on behalf of, 
the trustees (including the most significant votes 
cast by the trustees or on their behalf) during the 
year and state any use of the services of a proxy 
voted during that year. 

This is referred to in the explanatory notes as the 
engagement policy implementation statement.  

Website disclosure 
Relevant schemes (broadly schemes offering money 
purchase benefits other than just AVCs) that are 
required to produce a SIP are already required to 
publish their SIP and certain other information online 
from 1 October 2019 under existing legislation. This 
information will be extended to include the second 
part of the engagement policy implementation 
statement described above. Members will need to be 
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informed of the online availability of this additional 
information in their annual benefit statement.  

Schemes that are required to produce a SIP but are 
not 'relevant schemes' will have to publish the 
following on a website, so that it can be found by 
scheme members and interested members of the 
public: 

 The SIP.  

 The engagement policy implementation 
statement. 

This new requirement will therefore bring DB 
schemes (and DB schemes with money purchase 
AVCs) broadly into line with the requirement to 
disclose certain investment information on a website 
for ‘relevant schemes’, from 1 October 2019. 
However, the information to be disclosed is not 
identical. 

Timescales 
By 1 October 2020: schemes will be required to 
update their SIP to be compliant with the new 
requirements, and to publish their SIP online (if they 
are not required to do this already).  

By 1 October 2021: schemes will be required to 
produce and publish their engagement policy 
implementation statement (or, for ‘relevant schemes’, 
extend the information already produced/published, 
as set out above).   

 

 

 

 

 

 

  

 

About Aon 
Aon plc (NYSE:AON) is a leading global provider of risk management, insurance brokerage and reinsurance brokerage, and human resources solutions and outsourcing services. 
Through its more than 72,000 colleagues worldwide, Aon unites to empower results for clients in over 120 countries via innovative risk and people solutions. For further information on 
our capabilities and to learn how we empower results for clients, please visit: http://aon.mediaroom.com/. 
 
Aon Hewitt Limited 
Registered in England & Wales No. 4396810 
Registered office: The Aon Centre  |  The Leadenhall Building  |  122 Leadenhall Street  |  London  |  EC3V 4AN 
 
Follow us on twitter @aonhewittuk 
 
Copyright © 2019 Aon Hewitt Limited. All rights reserved.  
Aon Hewitt Limited is authorised and regulated by the Financial Conduct Authority.  
Nothing in this document should be treated as an authoritative statement of the law on any particular aspect or in any specific case. It should not be taken as financial advice and action 
should not be taken as a result of this document alone. Consultants will be pleased to answer questions on its contents but cannot give individual financial advice. Individuals are 
recommended to seek independent financial advice in respect of their own personal circumstances. 
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