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Introduction
Fight for Diversity
and Inclusion

Capita's Consulting business has been leading the way in
thought leadership and innovation for over 45 years, and our
approach to Stewardship and Responsible Investing is no
different.
This report highlights how we have engaged with our clients, and
enlightened them to the many advantages of having strong
stewardship and responsible investing policies. This filters down
through the custodians of their assets, the companies that they own,
employees and customers of those companies, and ultimately
throughout society as we know it. Their sphere of influence is not
constrained by either geographical boundaries or time.
Implementation of the core Principles of the Code, with the
emphasis on our clients as asset owners, and their ability to
exert influence, provides both opportunity and responsibility. It is our
duty as their trusted consultants, to ensure that we guide them to
make the most of this generational opportunity, safe in the
knowledge that a Responsible Investing approach is built on strong
foundations, with a solid rationale, and genuine expectations of
improved investment returns, resulting in better member outcomes,
alongside the wider ESG impacts.
Capita Pensions has not only followed the Principles during 2020,
but is absolutely committed to continue to do so going forward.
Whilst we are proud of our achievements in 2020, we realise that
there is still much to be done, and we will not rest on our laurels until
Responsible Investing is not viewed as an "investment strategy", but
is accepted as a fundamental, basic tenet of investment.

Introduced our
Carbon Net Zero
Timeline

Formulation of
Clients' ESG Policies

2020 Highlights
Implementation
Statements

Roll-out of ESG
Trustee Training
Programme

Incorporation of ESG
ratings into all
Manager Research

ISRAEL COHEN
Chief Investment Officer

For an on behalf of Capita Pension Solutions Limited
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Principle 1: Purpose,
strategy and culture
Capita Pension Solutions (which includes Capita’s Actuarial,
Investment Consulting, Pensions Consulting, De-Risking and
Administration Teams together in one business) is the specialist
pensions management and consulting business within Capita plc
(Capita), a UK leader in consulting, digital services and
software.

Over 1,500
UK employees

Over 45 years’
experience as an
established
consultancy

190 staff within
Pensions Consulting

We consult, transform and deliver and we are driven by our
purpose - to create better outcomes – for our colleagues, clients
and customers, suppliers and partners, investors, and society.
We are committed to being a responsible business – in how we
operate, serve society, respect our people and the environment,
and deliver improving returns for our investors.
We are building a more focused, client-centric and streamlined
Capita – and are committed to ensuring that Capita is a business
where diversity is championed at every level and everyone,
regardless of their background, has the opportunity to thrive. And
we will continue to take on the most challenging issues that
society faces – from climate change to Covid-19 and the future
of work.
Our strategy is to focus on retaining and growing existing clients,
as well as selectively adding new clients that complement our
existing offering, with a core objective to ensure that we can
solve our clients’ problems. We seek to add value through high
quality consulting and administration, with thought leadership
and market leading solutions. Our competitive advantage lies in
our ability to listen to our clients, understanding their problems
and utilising our full repertoire to offer them an integrated
solution.

We provide investment consulting services to 60 - 70 clients and have 212 Scheme Actuarial appointments ranging in asset size
up to £1.2bn. We currently administer pension schemes on behalf of approximately 350 clients, encompassing over 500 schemes
and some 4.8 million members. Across our client base we administer a wide variety of scheme types including DB, DC, CARE
and Hybrid, ranging in size from those with less than 100 members to the Teachers’ Pension Scheme which has in excess of 2.1m
members.
Within Capita Pension Solutions we employ 1,500 staff based in ten locations throughout the UK, we provide pensions consulting
services from London, Reading, Bristol, Leeds and Whitstable. This includes over 1,000 pensions administration staff, a Pensions
Consulting team of approximately 190 staff, including an Investment Consulting team of 20 staff.
Our strategy is to simplify, strengthen and succeed, i.e. to simplify our delivery model and strengthen our pensions operations, in
order that clients should succeed in achieving their goals. Within our Pensions Division, we have been selective in quoting for new
business, seeking to target only those bids that are core to our segment.
We are specialist advisers of small schemes (defined as sub £250m in assets), with particular expertise in translating cutting-edge
big-scheme solutions into pragmatic small-scheme solutions.
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Principle 1: Purpose

Our Service

Capita Investment Consulting

We serve small to medium size clients, guiding them along their Journey Plan towards their Long Term Objectives. This
is achieved by providing them with investment strategies at an affordable price and also helping them to efficiently derisk as appropriate using asset and liability management tools such as Moody’s PFaroe software.

Creating better long term outcomes for our people, clients,
partners and society and importantly the members of the
pension schemes that our clients manage.

Our team develop investment strategies that work in tandem with clients’ funding strategies to deliver long-term
objectives and comply with the Pensions Regulator’s integrated risk management framework. We work with clients,
side-by-side, to ensure schemes have the right balance of risks and costs for all stakeholders.

We de-mystify complex regulations.

Navigating volatile markets, changing funding positions and conflicting views on investments can make planning for
future pensions provisions uncertain and risky. we help clients to navigate these challenges, devising a long-term
strategy with pension scheme trustees, and assist them in gaining the support of a sponsoring employer.

Help our clients better meet their financial goals, understand
climate related risk and formulate their views on ESG
investment.
Share our ideas and promote a better financial industry. We
run seminars and publish articles on issues that concerns
trustees and pension scheme members. We participate in
various initiatives such as RPI reforms and ESG investments.

We take an active role in decision-making, utilising cutting-edge analytical tools, to provide innovative investment advice
and robust investment strategies, taking advantage of the full range of available investment solutions.
We adopt an integrated risk management approach: funding, investment, and covenant together, to consider a scheme
in totality and monitor its progress against a comprehensive Journey Plan.

ESG Focus
We help our clients understand ESG to formulate their own beliefs on ESG integration and stewardship, and
incorporate these into their Statement of Investment Principles. These are reviewed annually and performance against
these principles are reported on through Implementation Statements, confirming that these views are monitored and
implemented by managers, through voting and engagement policy reviews.
Training and market updates on ESG funds and stewardship related topics are provided to trustees on an ongoing
basis whether through manager meeting attendance or presentations.
We work closely with clients in developing practical and cost-effective solutions that enables the scheme to fully embed
the principles behind ESG, enhancing, rather than compromising, their investment strategy.
We do not manage funds ourselves, and therefore liaise and engage with relevant fund managers to understand how
they integrate ESG into their investment philosophies, not just in dedicated ESG funds, but in every fund. Each fund we
assess is assigned an ESG score as part of our overall due diligence process.
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Principle 1:
Our Strategy
We are simplifying and strengthening to succeed as a
business that is truly responsible and predictable; generates
sustainable growth; simplifies services, reduces cost and
frees up time.
Our business creates better experience for end-customers; is
innovative and creative; has an improved reputation, based
on competence and integrity; and creates better outcomes for
all stakeholders.
Build long term relationships with all stakeholders.
Continue to improve our service and offerings.
Invest in our people and technology: Technology is a key part
of our offering. The use of technologies such as PFaroe and
Bloomberg is pivotal to the delivery of our investment
services. We have been working closely with Moody’s
(PFaroe’s owner, who already have a lot of capabilities with
economic forecasting of climate scenarios) in order to provide
a technology-driven approach to meet emerging TCFD*
reporting, in addition to integrating climate scenarios
in PFaroe to allow stress testing via our usual asset liability
modelling.

Simplify

Strengthen

Succeed

•

•
•
•
•
•

•

•
•
•

More focused business with
strong position and growth
potential
Using common, scalable
capabilities
Empowering our people to
deliver
Further streamlined cost base

Winning more of the right work
Improving cash generation
Sale proceeds to pay liabilities
Extend debt maturities
Investment in asset base,
technology and people

•
•

Progressive, purpose-led,
responsible business
Innovative and creative
Generates sustainable
revenue growth and cash
flows

*We are encouraging our clients to comply with TCFD
reporting despite them being below £1bn in asset size and
the requirements not yet being compulsory for them.
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Principle 1:
Culture and Values
Our VOICE values, operating model
and Code of Conduct guide us all on
how to carry out our activities
responsibly.
VOICE is the core set of Capita Values. To create
better outcomes, our VOICE must run through every
employee, every client interaction, every contract
discussion and everything we do at Capita.

The values define how we act, the way we conduct
ourselves and the behaviours we adopt, underpin
how we run our business and are extremely
important to us. They shape who we are as an
organisation and help set us apart from our
competitors. They also form part of the employment
contract of every Capita employee.
Behind each value is a description of what it means
to us and the behaviours we expect to see that
relate to each value.

VOICE
VALUES - Our values define who we are as an organisation.
OPEN - We are honest, transparent and respectful. We listen before we talk. We
welcome people’s differences, encourage diverse input. We share information, but we
also know when something needs to be confidential. We don’t stay silent when we
have something to say. We thank others for their contribution.
INGENIOUS - We think about what’s possible. We seek opportunities to learn and to
teach. We challenge ourselves, and each other, to find new ideas. We create solutions
that other people haven’t thought of yet. We learn from our mistakes. We strive to keep
improving.
COLLABORATIVE - We achieve more when we work together. We ask for, and offer,
support when needed. We solve problems by working together. We give and receive
useful feedback. We agree on who’s doing what. We trust others to do their job well.
EFFECTIVE - We care about doing the best job we can. We deliver reliably using our
tried and tested processes and following our code of conduct. We identify how the work
we do leads to better long-term outcomes. We design our solutions with people in mind.
We communicate clearly and frequently to set and manage expectations. We see
things through, taking responsibility from start to finish.
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Principle 1:
Commitment to
diversity and inclusion

During 2020, we recognised that we needed to
accelerate the actions we were taking to create
an inclusive organisation and deliver our
purpose to many of our Black, Asian and
minority ethnic colleagues.

and ethnicity, recommended a series of
commitments and actions that we should take
as a business to tackle racism and enhance
ethnic diversity. Our Executive committee
unanimously approved our commitments and
Stage 3 is to take action and deliver on them.
We heard that racism and discrimination are
not confined to any one group or country,
which is why our actions aim to enhance
diversity and support inclusion so that no one
feels excluded.
Our commitments to tackling racism and
anti-Black behaviours as well as enhancing
ethnic diversity
We recognised that the actions we were taking
to create an inclusive workplace at Capita
were not happening fast enough and we had
to act. The first step in our three-stage plan
was to take a stand publicly in May 2020,
following the killing of George Floyd in
Minneapolis, announcing on our website and
via an open letter to all UK businesses our
commitment to fight inequalities wherever they
might be. Stage 2 was to sit down and listen to
our colleagues concerns and get feedback on
what they felt about racist behaviours and
what could be done about them. We listened
to more than 2,500 colleagues and, using their
insight, our advisory group, which we
convened with our Embrace network for race

Our commitments are to:
• Ensure an inclusive culture with zero
tolerance to racism. We will define what we
mean by zero tolerance and reflect this in
our code of conduct, our values and our
behaviours. We will review our employee life
cycle processes, ensuring we remove bias
and provide equal opportunities. We will be
transparent about our data on ethnicity
representation throughout our organisation,
and the ethnicity pay gap; and we will
publish this data and our approach to
inclusion in our Annual Report.

ethnic representation (5% Black) across all
levels of our workplace, extending these
targets to other countries and ensuring they
are meaningful.
• Educate and raise awareness of racism in
the workplace and through the power of
our networks. We will implement anti-racist
training alongside our mandatory inclusion
training and encourage our colleagues to
volunteer their skills in youth communities
with a high proportion of Black students, as
well as including an anti-racism requirement
in our Supplier Charter.
We report progress against our actions
monthly to our advisory group and Executive
Committee.

Our approach to
diversity and
inclusion

Improving data intelligence and reporting
To better identify areas of success and areas
where we need to invest, understanding what
roles and skills are required to reflect the
diversity of our communities.
Creating a more inclusive culture

By understanding where biases may prevail
and implementing interventions to reduce this
bias – thereby embedding inclusion into
everything we do.
Valuing difference
Through awareness and education, because
every single one of us is different, be that how
we look, speak, act or where we come from.

Refreshing our approach to diversity
and inclusion
This year, in light of the actions we are taking
to tackle racism and anti-Black behaviour as
well as enhance ethnic diversity, we’ve
refreshed our approach to creating an
inclusive organisation and have focused on
three objectives.

• Have a sustainable representation of
ethnic diversity, that reflects the
communities we operate in, at all levels of
the workplace. Starting in the UK, we will
commit to a 15% Black, Asian and minority
10

Principle 1:
Commitment to
diversity and inclusion
Improving our data intelligence and
reporting
Without data, we can’t measure and monitor
our progress to accelerate diversity throughout
the organisation. Our Be Counted campaign
was launched in March 2020 encouraging all
colleagues to update their diversity data in
Workday. Colleagues seem more comfortable
declaring visible characteristics, with gender
and ethnicity having higher declaration rates.
We continually encourage colleagues to
update their data via ongoing engagement
campaigns, for example, during Armed Forces
Week, Black History Month and on World
Mental Health Day. Additionally, our employee
Network Groups are encouraging colleagues
to update their diversity data through personal
videos.
Reporting our UK gender pay gap
Annually, we report our gender pay gap
outlining the actions we have taken in the year
to address the reasons we have one. The pay
gap figures relate to hourly pay rates as of
5 April 2020. Our median gender pay gap has
improved marginally from 21% in 2019 to
20.2% in 2020, however the pace and rate of
change is unsatisfactory. Our gender pay gap
is driven by more men than women in senior
management positions and slightly more
women than men at all other levels of the
organisation.

Hourly pay

2020

2019

2018

Mean (average)
pay differential

24.2%

24.5%

24.1%

Median
(mid-point)
pay differential

20.2%

21%

17.7%

In 2020, we invested in a series of activities to
reduce our gender pay gap, including
monitoring diversity at senior management
levels, setting a 40% target for women’s
representation on senior management
recruitment shortlists, encouraging shared
parental leave by offering enhanced shared
parental leave pay, rolling out structured
interviews and continuing to facilitate career
progression through mentoring for highpotential female leaders. We will review these
actions, strengthening those that we believe
will accelerate the pace of change.
Reporting our ethnicity pay gap
This is the first year we are reporting our
ethnicity pay gap data. We have followed the
statutory gender pay gap reporting
methodology as outlined by the UK
government’s Equality Act 2010. The pay gap
figures relate to hourly pay rates, as of
5 April 2020. We have reported a pay gap
comparing average hourly earnings of Black,
Asian and Minority ethnic colleagues as a
(contd. overleaf)
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Principle 1:
Commitment to
diversity and inclusion
percentage of White colleagues and pay gap
figures for Asian, Black and Mixed Ethnic
groups. We have a Black, Asian and minority
ethnic median pay gap of 13.8% and a mean of
12.5%. Our ethnicity pay gap is driven by
having more White colleagues in the upper pay
quartile.
Hourly pay

Mean

Median

Asian, Black and minority ethnic

12.5%

13.8%

Asian

12.6%

16.1%

Black

12.2%

3.7%

Mixed ethnic

12.7%

13.3%

Being the first year that we are reporting our
ethnicity pay gap, further analysis on the data is
required to ensure we implement appropriate
interventions. However, we are confident that
our actions to tackle racism and enhance ethnic
diversity will support a reduction in our ethnicity
pay gap. For more information, see our
commitments to tackling racism and anti-Black
behaviours as well as enhancing ethnic
diversity.

With improved data, we’ve been applying a
diversity lens to our employee life cycle,
addressing the way we recruit, promote,
develop and reward our colleagues

Creating a more inclusive culture
embedding inclusion throughout our
employee life cycle
With improved data, we’ve been applying a
diversity lens to our employee life cycle
assessing the way we recruit, promote, develop
and reward our colleagues. As a result, we’ve
made changes to the way we do things.
•

•

•

Inclusive recruitment is a key pillar of our
refreshed resourcing strategy. Rather than
relying on interviews, we’re embedding
behavioural-based assessments in the hiring
process. These assessments ensure we are
looking at skills and behaviours alongside
experience, thereby reducing bias.
Unstructured interviews are more likely to
allow unfair bias to creep in and influence
decisions. The onset of Covid-19 has
accelerated our plans to switch all face-toface interviews to our digital hiring platform
HireVue. All interviews conducted on
HireVue follow a standard approach and all
interview notes are captured within the
platform. Additionally, all interviews are
recorded, ensuring that any unfairness or
bias can be reviewed independently.
Addressing the fact that we have a poor
representation of women in senior
management positions, we have set a target
to ensure that at least 40% of candidates for
senior management positions are women.

•

•

•
•

•

Research shows that if there’s only one
woman in a candidate pool, there’s
statistically no chance she’ll be hired. We
monitor progress against this target
quarterly.
In January 2020, we enhanced our family
leave policy in the UK to pay all primary
caregivers 15 weeks’ full pay for maternity,
adoption and shared parental leave, and
increased paternity pay to two weeks full
pay. We are hopeful that our enhanced
family pay policies and continued
encouragement to take up shared parental
leave will reduce our gender pay gap.
In November 2020, we achieved Level 1 of
the Disability Confident Scheme showing our
commitment to ensure that disabled people
and those with long-term health conditions
have the opportunity to fulfil their potential
and realise their aspirations.
All our recruitment agencies have
demonstrated their commitment to diverse
and inclusive hiring.
We’ve expanded our cross-company
mentoring schemes to support 80
participants – focusing on high-potential
women and colleagues from ethnic minority
backgrounds.
Our leadership team also continues to focus
on our internal advocacy programme to
champion the career development of 21
high-potential women that were identified

Seven employee network groups

10,000 +
Colleagues have joined these networks

•
•

through the succession planning process.
We’ve launched a mutual mentoring scheme
to support ethnic minority colleagues.
We have refreshed our diversity and
inclusion training to include an anti-racism
module.

Valuing difference through education and
awareness
We believe Capita should be a truly world-class
working environment where all forms of
diversity are celebrated and harnessed to drive
progress. We established seven employee
network groups in March 2020. The networks,
which are sponsored and championed by
Executive Committee members, give more
voice to our people through a two-way feedback
loop between the groups and our sponsors,
encouraging colleagues to share their
experiences and idea on how we can create a
more inclusive organisation. Over 10,000
colleagues have joined the networks.
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Principle 1:
Responsible Business
•

Capita has recently had its emissions reduction targets approved by the Science Based Targets initiative (SBTi), which defines and
promotes best practice in setting science-based emissions reductions targets.

•

Annually we ask our people how they like working at Capita and how they think we are progressing as a purpose-led and responsible
business.

•

In 2020, 72% of colleagues responded to our people survey, matching our 2019 participation rate and demonstrating our ability to
maintain our overall employee engagement in unprecedented times. Our employee net promoter score (eNPS) maintained its upward
trend, rising by seven points this year (following a positive 14-point swing from 2018 to 2019).

•

2020 was the second year in which employees were able to rate their line manager’s performance against a set of eight managers’
commitments. These commitments set out the additional behaviours we expect from all our leaders and managers. Across all eight
commitments, over 80% of respondents agreed that their manager was living by our values and demonstrating our behaviours. The
feedback is fed into annual development discussions and can help inform managers’ objectives.

Capita is committed to being a business that:•

operates efficiently, sustainably, responsibly and doing
the right thing for our people, our communities and
our environment

•

meets or exceeds legislative or statutory requirements

•

always considers its impact on people (employees,
customers, people in communities in which it operates and
society at large);

•

benefits society

•

Minimises or has no negative environmental impact
directly or indirectly

•

Environmental, Social & Governance (ESG)

we carry out client and staff surveys and look for ways to
improve.

As reiterated earlier, within our Investment Team:-

•

Environmental, social and governance (ESG) has been growing in prominence for pension schemes, and legislative change has
made this a priority issue for trustees and part of the decision-making when it comes to investments.

•

•

ESG is not optional for our pension schemes – in fact a failure to consider ESG puts trustees at significant risk of breaching their
legal and regulatory duties.

•

While we help our pension schemes to adopt ESG principles, Capita as a business is adopting them across the board.

•

Within our investment strategies, ESG forms an integral part of all of our manager research. We have expanded our research into
ESG-focused products and look to integrate effective solutions, where appropriate, as part of strategy reviews, e.g. utilising ESG
tilted equity index funds, funds which invest in sectors with zero carbon target initiatives and choosing funds with ESG focused
initiatives embedded into its investment philosophies. As part of our due diligence process, all funds are rated on their ESG
credentials.

•

We help our clients understand ESG to formulate their own beliefs on ESG integration and stewardship, and incorporate these into
their Statement of Investment Principles. These are reviewed annually and reported within clients’ Implementation Statements.

we help our clients understand ESG to formulate their own
beliefs on ESG integration and stewardship and implement
and review annually.

•

Our manager research work has more focus on ESG. We
meet managers quarterly to understand how ESG is
incorporated in their research and portfolios.

•

We train our staff and clients on ESG matters
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Principle 1:
Responsible Business
– Group wide
Science based 1.50C greenhouse
gas (GHG) reduction targets
In February this year we set our science-based carbon
emissions reduction targets for energy use, business travel
and supply chain in line with global ambitions to limit
warming to 1.50C. We have committed to reducing absolute
scope 1,2 and 3 (business travel) GHG emissions 46% by
2030 from a 2019 base year. We have also committed that
50% of suppliers by spend covering purchased goods and
services and capital goods will have science-based targets
by 2025. These targets have been verified by the Science
Based Targets initiative (SBTi) and form the foundation for
our road to net zero.

Science based net zero carbon
targets
Underpinned by these science-based targets, we have set
out an ambitious and far reaching roadmap to take us to Net
Zero by 2035. These are challenging targets, that we as an
organisation are committed to at every level. Our three
phased approach that will see us reach operational net zero
by 2025; operational and business travel net zero by 2030;
and full net zero by 2035 including our supply chain, ahead
of the UK Government target of 2050.
It is only through continuing to challenge ourselves and by
setting ambitious targets that we can fulfil our purpose – to
create better outcomes for all.

United Nations Sustainable Development Goals
We are committed to contributing to the delivery of the United Nations Sustainable Development Goals, a series of global ambitions
to meet targets on poverty, inequality, health and climate change by 2030. Our responsible business strategy is closely aligned with
– and informed by – the UN SDGs.
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Principle 1:
The Responsible Business team
The Responsible Business team acts as the corporate conscience, raising awareness of our approach to managing our environmental,
social and ethical risks and opportunities and enabling divisionally appropriate activity. The team leads on our citizenship and
environment programme and provides strategic oversight for delivering social and environmental value for our stakeholders.
What we do:
Identify the global
challenges of
importance to
our stakeholders
(materiality assessment)

Develop a strategy to
address our material
global challenges
(Responsible
Business strategy)

Deliver community and
charity programmes
(corporate charity
partners, match funding,
payroll giving, volunteering

Support wellbeing
activities, delivering
programmes in
divisions where
appropriate

Support commercial
teams to respond to
social and
environmental
requirements

Engagement
campaigns
covering
focus areas

Deliver environment
programme to reduce
our impact on the
environment

Support diversity and
inclusion activities
(ENGs, improving data
collection, BLM)

ESG indices

Compliance with legal
requirements and
ownership of ethical
group policies

The team:
Group
•

Neil Davy – Responsible Business Director

•

Kasia Gulyk Rutkowska – Head of Responsible Business, Group Programmes and Partnerships

•

Richard Walker – Head of Environment

Divisions
•

Lakhraj Minhas – Public Services

•

Hannah Winter – Capita Experience
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Principle 1:
Responsible Business –
Group-Wide Impact, 2020

22,870 young people supported
with employability skills

All of Capita accredited to Level 1
of UK Disability Confident Scheme
(min)

Launching employee network
groups engaging c10,000
colleagues

Responding to Black Lives Matter
movement: Commitments on race
and ethnicity

Good Business
Charter accreditation

20 young people from low socioeconomic backgrounds supported
through Capita work experience
programme

Set carbon reduction targets in
line with climate science (1.5
degree)

£2m community investment
(£2.8m in 2019)

Fair Tax Mark
accreditation

c.1039 active apprenticeships
(280 in 2019)

Due to Covid-19, reduced our
carbon footprint by 40%

TCFD Disclosure Statement in 2020
Responsible Business Report
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Principle 2:
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& Incentives

18

Principle 2:
Governance, Resources and Incentives - Investment Consulting
Seniority and Experience: Our Investment Services are delivered by experienced
individuals who are part of the wider 150-strong Pensions Consulting practice. The
Investment Consulting Team at Capita is headed up by Lydia Fearn, Pensions Guild
Lead and led by Actuary, Ben Kwai. Full details of all team members and their
respective fields of expertise can be found on the structure chart on page 21. The
senior members of the team are well established and experienced with c22 years
average industry experience.
Qualification and Training: Capita are keen to encourage further learning and most
analysts are currently studying for exams with the CFA or IFoA. Consultants are
supervised under the Professional Standards Framework and are SMCR registered.
They are required to obtain at least 15 hours of CPD per year but most consultants
complete around 30 hours annually. Our investment consultants hold professional
qualifications such as the IMC, CFA or fellowship of the IFoA.

Diversity and Inclusion: The Investment Consulting team reflects the diversity of
Capita’s wider communities, understanding that all the differences in peoples’ skills,
education, experience, background, age, working style, religion or belief, sexual
orientation, race, gender and other individual characteristics drive greater
effectiveness in decision-making through diversity of thought. It’s also the right thing to
do. Regular mandatory training sessions are held for staff at all levels.
Diversity and Inclusion are at the forefront of Capita’s core values. Capita is
committed to creating an environment where diversity is valued, respected and
included; where we benefit from all colleagues sharing their different perspectives and
bringing their whole selves to work. In this way, each person can do their part to create
better outcomes. A strict code of conduct is adhered to and includes a zero tolerance
commitment towards all forms of discrimination and abuse to policies and processes.

Capita’s Professional Standards Framework governs the authorisation of our
investment consultants. It ensures that they not just comply but exceed the
requirements of the FCA for a suitability and qualified investment advisor for
occupational pension schemes. Consultants attend a variety of industry events, inhouse training, and read trade press. This, alongside the day-to-day support offered
by our in-house Technical Support Team ensures that our consultants are fully aware
of the various complexities and challenges facing clients and ensure that all current
issues are on the clients’ agenda to be addressed.
Our consultants are incentivised to deliver quality advice to clients and build long term
relationships. The remuneration is a combination of salary and bonus, with bonuses
reflecting the success of Capita as well as the contribution the consultant has made to
the busines, to clients and client feedback and to help improve the offering to clients.
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Principle 2:
Governance, Resources and Incentives - Investment Consulting
continued
How is this achieved?
• We regularly review and update our employment approach and practices to
maintain our focus on diversity and inclusion
• Ensure the principles of this policy are reflected in our employment practices and
standard terms and conditions of employment
• Continually improve our data and anonymised reporting of diversity so that we can
identify where we need to invest and what roles and skills we need to reflect the
diversity of our communities
• Utilise increased data to highlight areas where we need to improve and put in place
improvement plans to ensure we achieve our stated objectives for Diversity and
Inclusion. More information can be found in our Annual Responsible Business
Report
• On gender diversity, where we have the data, we are aiming for at least 40%
women’s representation on all senior management recruitment shortlists
• Additionally, we are facilitating career progression for women in our business
through intracompany and cross company mentoring for high potential female
leaders identified through the succession planning process. Operate with a zero
tolerance approach to all forms of abuse, racism, discrimination, harassment and
bullying with a clear procedure to follow for any reported acts
• Ensure Capita has a workforce that reflects the communities we serve, with fair
representation across all levels of the business, with set targets in place
• Educate all colleagues and raise awareness of discrimination in the workplace
through our mandatory Diversity & Inclusion training and supporting modules such
as our Anti-Racism training

• Continue to work with our Employee Network Groups to create safe, collaborative
spaces for colleagues to connect with others who share their life experience, with
these groups being open to all colleagues for awareness and learning
• Members of our Executive Committee will continue to be active sponsors of specific
diversity and wellbeing strands and employee networks.
Mental Health and Wellbeing: Capita has a widely accessible mental health resource
available including a Wellbeing Hub, which prioritises the wellbeing of employees and
actively manages factors that may cause negative emotional, psychological, physical,
or social impacts. Going forward, Capita will implement the Global Wellbeing Strategic
Framework which will ensure a standardised approach to wellbeing across all Capita
locations globally. This will be regularly reviewed and improved via employee surveys
and listening to the needs of the employees.
Employee Network Groups: Capita has 7 main employee network groups which focus
on Disability, Faith, Family, Gender Equality, LGBTQ+ issues, race and wellbeing.
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Principle 2: Resources – Investment Consulting Team
Lydia Fearn
Head of Pensions
Consulting

Alex Sabell

Israel Cohen

George Allen

Ben Kwai

Bobby Riddaway

Kemi Olaiya

Senior Investment
Consultant

Chief Investment
Officer

Senior Investment
Consultant

Head of Investments

UK Pensions Consulting
Market Director

Head of Asset Transitions

16 years industry experience and
14 years Investment experience

23 years industry experience and
21 years investment experience

13 years industry experience and
10 years investment experience

Robert Stone
Consultant
Buy and Maintain Credit Research Team
Ramesh Thavaratnam
Senior Investment
Analyst
LDI Research Team

Ben Crabbe BSc
Senior Investment Analyst
Working towards FIA
DGF Research Team

25 years industry experience and
15 years investment experience

Suraj Thakrar BA
Associate Consultant
Economic Assumptions Group / LDI Research Team

Joel Riddaway BSc
Senior Investment Analyst
Working towards CFA
ESG Research Team
MAC/ARBS Research Team

Melissa Libberton-Turner MA (HONS)
Senior Investment Analyst
Working towards CFA
ESG Research Team
MAC/ARBS Research Team

Brad Bennett BSc
Investment Analyst
Working towards CFA, ESG Research Team

Sheena Islam
Investment Analyst

30 years industry and
investment experience

Lionel Suares
Associate Consultant
DC Investments Specialist
Danyaal Bakht MSc
Senior Investment Analyst
DGF Research Team

Derek Phelan
Senior Investment Analyst
LDI Research Team

25 years industry and
investment experience

Peter Prebble
Asset Transition
Specialist
Stefania Bondio
Asset Transition
Specialist
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Principle 2:
Investment Consulting
Depth with Agility
Each of the senior consultants lead on research for at least one asset class, bringing our experience of consulting issues
into manager research and our manager research experience into our consulting.
Economic Assumptions Group (EAG): The EAG research team is comprised of individuals from both the Investment team
and the Actuarial team, and is led by Senior Actuary, Colin Parnell. The team collate views on behalf of actuarial and
investment teams and generate Capita's views on asset class return assumptions on a quarterly basis. The group utilise a
combination of economic theory, external models, empirical data, discussions with investment managers, and judgement, to
form their view.

Manager Research Team: Our senior investment committee meet regularly to discuss and determine a number of topics
including our house views and manager ratings. We generally seek to have a house view in all areas, in order
•

to achieve consistency across consultants, with all clients receiving the “best ideas” from across the team, and to limit “key
person risk” to our clients (to avoid clients having a strategy which is linked to an individual consultant); and

•

to seek to ensure broad consistency across clients, in order to achieve efficiencies and economies of scale to control
costs

House views form a starting point for scheme-specific advice but consultants have the flexibility to appropriately tailor advice
to suit individual Scheme’s needs. All advice is discussed and peer reviewed before being issued. This peer review process is
critical to ensure that all advice has been thoroughly checked by at least one other senior individual, and been verified that it
is appropriate for the situation, and consistent with house views.
Consultants discuss any large deviation from house views with the senior investment committee, which ensures that we (i)
always deliver well-considered client specific advice, (ii) build up a bank of precedent cases to compare against, and (iii)
dynamically evolve our house views over time to reflect our clients’ needs.
In addition, Capita have dedicated research specialists covering asset classes such as Diversified Growth, Liability Driven
Investments, Multi-Asset Credit and Absolute Return Bonds.
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Principle 2:
Investment Consulting
Depth with Agility
Asset Transfer Team: Capita has it’s own “in-house” Asset Transfer team led by experienced financial services specialist,
Kemi Olaiya.
The Asset Transfer team provide standard and bespoke services to our Investment Consulting clients and are on hand to
expertly execute each project as well as providing operational support to the wider Investment team.
In addition, the Asset Transfer team identify operational issues and automation which may impact the transition project as well
as the on-going servicing of the client investment portfolio. In addition, the team coordinate any on-boarding/ account opening
required to facilitate a transition project. The specialist team deal with both individual investment managers and investment
Platforms.
Having a dedicated team ensures that there is a single point of contact for all queries and issues meaning clients have a
specialist team working on their behalf.
The risk of errors is vastly reduced since all transfer documentation prepared is peer reviewed first by the client Investment
Team and then independently by the Asset Transfer Team before any transactions take place.
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Principle 2: Environmental,
Social and Governance (ESG)

The last 12 months – Case Study

Capita has recently had its emissions reduction targets approved by the Science
Based Targets initiative (SBTi), which defines and promotes best practice in setting
science-based emissions reduction targets.
ESG Research team – In Investment, ESG forms an integral part of all our manager
research and asset class views. Capita are gradually expanding research into ESG
focused products and look to integrate effective solutions where appropriate as part of
a strategy review. The ESG research team is comprised of individuals from across the
investment team. It is focused on implementing and evolving ESG research approach
and framework to assess ESG and stewardship practices of investment managers
and producing client materials.
The dedicated ESG research team have been working closely with Investment
Managers over the last 12 months collating information around ESG which will shortly
be incorporated into our Investment monitoring reports. This will provide clients the
further opportunity to scrutinise their Investment Managers in line with their Statement
of Investment Principles. Capita are committed to helping ensure that the interests of
the clients are aligned with those of the investment managers and funds invested in.
Over the next 12 months, Capita will work closely with managers to collate the best
ESG information available to enable clients to make informed choices around their
investments. We are also committed to use the information to work with investment
managers on improving the way that small to mid size pensions schemes can apply
their ESG principles in a pooled fund environment.
Technology and ESG: Capita have been working closely with Moody’s (who already
have a lot of capabilities with economic forecasting of climate scenarios) in order to
provide a technology-driven approach to meet emerging Task Force on Climaterelated Financial Disclosures reporting, in addition to integrating climate scenarios in
PFaroe to allow stress testing within asset liability modelling.
Capita recognise that there is much work needed to ensure transparency around ESG
and will continue to work with managers and advisers going forward in order to
present the most relevant information while helping clients meet their own
stewardship requirements.

“We congratulate Capita for setting science-based targets consistent
with limiting warming to 1.5OC, the most ambitious goal of the Paris
Agreement. By aligning its goals with a 1.5OC future, and asking its
partners to do the same, Capita is ensuring it builds resilience firmly into
its business model and will be positioned to thrive as the global
economy transitions to a zero emissions future.“
Alberto Carrillo Pineda, Director at Science Based Targets
24
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Principle 2:
Technology and Fees
Fees: A key element of Capita’s partnership with clients is that fees should not
only provide value for money but that they should also be inclusive and
predictable without compromising quality and service. Capita tries to ensure
that fees remain sustainable and commercially viable and fixed fees typically
would increase annually in line with National Average Earnings, and estimates
would only be revised subject to events such as:
•

A change in scope or requirements as part of ongoing discussions or future
initiatives

•

A change in length of contract

•

A change in benefit structure or the addition of a new scheme or section

•

A material change to the assumptions made when responding to the RfP

Technology is a key part of our offering - PFaroe
PFaroe is used for all our asset liability modelling, and this analysis is integral to all
investment strategy reviews. PFaroe is also utilised for updating clients, including funding
level, current Value at Risk (‘VaR’) and risk analysis as well as the latest liability hedging
ratios. Capita are aiming to increase the number of clients who have access to this
dashboard in the coming year providing better transparency to Pension Schemes .

Any project work is agreed prior to starting work.
Capita review client fees on a regular basis and take into consideration any
feedback received during tender processes. Capita are confident that their
fees are both fair and consistent and are competitive relative to peers.

Technology: The investment team, as with the wider consultancy practice,
make use of technologies such as PFaroe and Bloomberg and believe that
technology is pivotal to the delivery of our investment services. They are also
used as part of the actuarial services, meaning the Investment team can
collaborate effectively with the actuarial team to keep up to date with progress
via a mutual asset and liability dashboard.
Bloomberg is used for access to live market data from a wide range of sources
which assists in giving accurate “hot off the press” market updates at all client
meetings.
Bloomberg is also utilised to populate an in-house weekly markets update,
covering all major areas of interest, in addition to ad-hoc updates in light of big
developments. This is extremely beneficial to Capita and our clients,
particularly during a very volatile period, and helps us to keep clients
informed.
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Principle 3:
Conflicts of Interest
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Principle 3:
Conflicts of Interest
A conflict of interest arises where an individual member of Capita’s workforce,
whether or not they are a statutory director of a Capita subsidiary company, has
a direct or indirect interest that conflicts, or might conflict, with the interests of
one or more Capita businesses.
The Companies Act 2006 (the “Act”) also places specific legal duties on
formally appointed statutory directors of Capita subsidiary companies in the UK
as follows:
Section 175 of the Act requires statutory directors to avoid a situation in which
they have, or can have, a direct or indirect interest that conflicts with the
interests of the subsidiary to which they are appointed. This applies particularly
to the exploitation of property, information or opportunity, even if the subsidiary
could not take advantage of it. The duty to avoid conflicts of interest is not
infringed, however, if the situation cannot reasonably be regarded as likely to
give rise to a conflict of interest or if the conflict is authorised by the nonconflicted directors of that subsidiary.
As a Financial Conduct Authority (FCA) regulated business, it is a requirement
that Capita Pension Solutions evidence the effective identification and
management of potential conflicts of interest within the company. FCA Principle
8 states “A firm must manage conflicts of interest fairly, both between itself and
its customers and between a customer and another client”.
Adherence to our Conflicts of Interest Policy is mandatory for all staff within
Pensions Consulting and the content is relevant to wider staff members where
services are being provided to clients by Members of the Institute and Faculty of
Actuaries. This includes student members of the Institute and Faculty of
Actuaries.
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Principle 3:
Conflicts of Interest
What is the purpose of our policy?

Who does it apply to?

Our policy sets out the arrangements for identifying and managing actual or
potential conflicts of interest between members of Capita’s workforce
(which includes all employees, contractors, temporary and other workers)
and subsidiary companies within the Capita plc group.

This applies to all members of Capita’s workforce who might have a
potential or actual conflict of interest with any Capita business. In addition,
statutory directors of a Capita subsidiary company are subject to specific
legal requirements in relation to conflicts of interest.

Within Capita Pension Solutions (and in particular Investment Consulting) it
is also to provide our clients with advice that is unconstrained, and seen to
be unconstrained, by other interests. It is important that, in addition to
actual conflicts, we also recognise any potential conflict scenarios.

In addition, all employees of Capita Pension Solutions must take
reasonable steps to ensure they are aware of any interests that might
create a conflict. They should also be alert to situations where others might
perceive there to be a conflict even where there isn’t one.

Capita plc recognises that, in the normal course of business, and to comply with applicable legal and regulatory requirements, there is a requirement to
identify and manage conflicts of interest.
This maintains the trust and confidence of Capita’s stakeholders across all operations.
Capita therefore has its own conflicts of interest polices at both Group and local level.
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Principle 3:
Conflicts of Interest - Investment
What we do?
On their first appointment as director of a Capita subsidiary registered in the UK, directors are given
information regarding their duties as a director and asked to disclose any relevant conflicts of interest. In
addition, standard Articles of Association have been adopted across all UK subsidiary companies, wherever
possible, that include a standing authorisation for directors to hold directorships of other Capita subsidiaries.
All other actual or potential conflicts of interest, not relating to a statutory directorship, should be identified
and, if appropriate, authorised by the relevant business unit and divisional management team.

New clients – Conflicts Check
•

A potential conflict of interest must be identified as part of the bid and acquisition process before
tendering for, or commencing, work.

•

Before taking on a new client, the allocated consultant checks our internal database whether we provide
any services to the proposed client or the scheme sponsor.

•

Where any potential conflict of interest is identified through this exercise, it is then escalated
accordingly.

Know Your Client
•

Fundamental to the process is a clear understanding of who our client is in any circumstances and so
having a client agreement that is clear and comprehensive is critical.

•

The client agreement/appointment letter is always clear about the services we provide. It is often equally
as important that each party understands which services are not provided (or not included within the fee
quoted in the agreement). We are therefore also aware of other advisers who might be providing advice
to our client in areas that overlap with our services, and ensure that it is clear which services we provide.

We will arrange for statutory directors to make an
annual declaration regarding actual or potential
conflicts of interest, including related parties and
related party transactions, so any conflict can be
considered and, if appropriate, authorised by the
Executive Committee. The authorisation of actual or
potential conflicts of interest provides certainty for
individuals who might otherwise be concerned about
the impact of a potential conflict on their role and
position, and protects Capita from loss or reputational
harm. The Company Secretarial team will operate the
annual declaration process.
When a conflict or potential conflict has been
identified, the situation is escalated to our Actuarial
Professional Standards PAS for further consideration.
The Actuarial Professional Standards PAS will then
ensure, in conjunction with the staff member and the
line manager if appropriate, that the required action is
taken to manage / avoid the conflict, including
escalation to the Head of Actuarial, our Compliance
Support Team and Risk Committee if necessary.
Escalation is made through the completion of an
Escalation Form.
29
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Principle 3:
Conflicts of Interest

Third Party Benefits

Conflicted Trustees

Section 176 of the Act prevents statutory directors from accepting benefits from a
third party conferred by reason of their position or actions (or omissions) as a
director. However, this duty is not infringed if acceptance of the benefit cannot
reasonably be regarded as likely to give rise a to a conflict of interest.

Although not a direct Capita conflict of interests, the Investment Team are acutely
aware of conflicts of interest that can arise with Employer Nominated Trustees. As
a trustee to a scheme, and a Capita client, it is our responsibility to remind them
that their duty as a trustee is to act in the best interests of the scheme members.

The Pensions Consulting Practice must also ensure that our relations with
providers cannot call into question our professionalism or lead to a potential
conflict of interest.

When a pension scheme has a funding deficit, a Sponsoring Employer may be
incentivised to push for a more aggressive actuarial basis and for the scheme to
take on more investment risk to reduce the need for employer contributions to
close the funding gap. This approach essentially transfers risk from the company
to the scheme, and ultimately puts members benefits at risk.

All staff members must be aware of the Gifts & Entertainment Procedures and the
requirement to notify any gift or entertainment event offered/received with a value
in excess of £150. Smaller value gifts or entertainment can be approved by the
relevant Practice Leader.
There may be a contractual obligation with some clients to report on amounts of
less than £150. In these instances it is the full responsibility of the business teams
to complete and maintain their own records locally. This is then approved by the
relevant Practice Leader.
Investment Consulting staff are also subject to additional requirements.

Ordinarily, a trustee will always look to act in members’ interests, but in this
situation, an Employer Nominated Trustee, will clearly be conflicted. Therefore,
Capita will remind them of their duties as a trustee to ensure that they do not exert
undue influence over other trustees, and an appropriate, acceptable solution is
achieved.
This is an issue that we encounter in our day-to-day business, and all of our staff
are trained to be aware of these situations, and how to best address them in a
professional manner.

30

Principle 3:
What we expect from
our employees
All workers are expected to avoid conflicts of interest
and to collaborate with divisional and central teams
responsible for implementing processes to identify and
manage conflicts.
Statutory directors, who are subject to a formal legal
requirement to avoid conflicts, are expected to make an
annual written disclosure of their related parties, related
party transactions any actual or potential conflicts of
interest.
Divisional management teams are expected to make
arrangements, in collaboration with their divisional risk
and compliance teams, to identify and manage conflicts
of interest of non-statutory directors within their
divisions.

Speak Up Policy
Capita employees are expected to speak up if they face
a situation where they are not sure what to do or have a
concern in relation to this policy.
Our Speak Up Policy sets out the channels available
to our employees.

No action will be taken against an employee if they
report a genuine concern, whether proven or not.
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Principle 3: Conflicts of Interest
Examples of situations giving rise to a conflict of interest are:

01
Where there is a conflict
between the interests of
Capita and the duty
Capita owes to a client.

02
Where there is a conflict
between the differing
interests of two or more
of Capita’s clients (where
each is owed a duty of
care).

03
Where there is a conflict
between the interests of
Capita and the
professional obligations
of a Scheme Actuary.
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Principle 3:
Conflicts of Interest - Investment
Example activity
Capita Investment Consulting team ensure that they adhere to the Conflict of Interest
policy throughout all activities.
All staff are responsible for keeping our in-house conflicts of interest register up to
date, including any events that they have attended or gifts they have received which
could cause a conflict. Prior approval is also required from the board for any gift /
event of high monetary value.

This demonstrates Capita’s willingness to practice correctly and avoid any situations
which may contain Conflicts of Interest.
We can now also provide a real life example of how we manage conflicts of interest
within Investment. All of our Senior Consultants participate in our regular Manager
Research meetings. Recently we started researching the products of a leading UK
Fund Manager that we had not researched in the past. Immediately one of our Senior
Consultants declared that his brother works as a Senior Client Relationship Director
at the Fund Manager. He then stepped out of any discussions on that manager going
forward, either through discussion outside the meetings or formally leaving the
meetings when the fund manager was discussed.

We are committed to avoid putting
ourselves in a position whereby our
own interests, or our duty to any
persons on behalf of whom we are
acting, conflict with our duty to clients,
customers, employees and companies
in the Capita group.

Another situation arose when a Senior Consultant declared a close family friendship
with two of the Employer Nominated Trustees on a particular client. As noted earlier,
Capita are well aware that these Employee Nominated Trustees are already heavily
conflicted in their position. To steer clear of any further potential conflicts, that
Consultant was not assigned to work on the client, thus avoiding any risk of
compromise.
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Principle 4:
Promoting WellFunctioning Markets
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Principle 4:
How we consider and respond to
Market-wide and Systemic Risks

In Capita’s capacity to deliver clear,
independent investment advice to
pension schemes, we are constantly
mindful of both Market-wide and
Systemic Risks. This is apparent in our
direct commentary on markets, such as
our regular Investment Bulletin and ESG
thought-pieces, and how we incorporate
the mitigation of these risks into our
systems and processes, such as our EAG
asset return assumptions, risk models
and Manager Research framework.

35

Principle 4:
What are these risks exactly?

01
We at Capita are highly
collaborative and mindful when it
comes to understanding many
types of risks and how to
mitigate them, in order for us to
clearly explain to our clients, the
potential impact of these risks,
and advise them what
precautionary actions to take.

02

03

Market-wide risks are those that
lead to financial loss or affect
overall performance of the entire
market and include but are not
limited to:

Systemic risks are those that
may cause the collapse of an
industry, financial market or
economy, and include but are not
limited to:

• Changes in interest rates;

•

Climate change

• Geopolitical issues; and

•

Excessive leverage

• Currency rates.

Principle 4:
In-depth Manager Research
• Capita believes analysing managers holistically and advising our clients towards
managers that align with our values and their requirements, contributes to the
efficient allocation of capital in the markets. We cover all asset classes, including
but not limited to Diversified Growth Funds, LDI and Fixed Income.
• We receive quarterly updates from our recommended investment managers and
conduct “deep dive” reviews at least annually. We discuss these findings at
regular Manager Research meetings and deliver reports to clients when
requested or during selection processes. We also inform clients immediately any
of our recommendations change.
• We not only look at ESG specific strategies, but expect all asset managers in any
strategy to consider ESG issues when making investment decisions. As part of
our assessment of a manager, we will assign a score for the manager’s approach
to ESG, and their ESG reporting capabilities.
• As noted earlier, we ensure all our recommended managers are considering ESG
issues when taking investment decisions and we are working with clients to
understand what their investment managers’ ESG policies are and how these
align with their own beliefs.
• Investment managers are asked to complete Due Diligence Questionnaires to
help identify potential issues, including, but not limited to, operational issues. We
also account for the specialist experience of our Asset Transfer Team to identify
operational issues (e.g. lack of Straight-Through-Processing and manual
intervention at one investment manager).
• Each of our senior consultants leads on research for at least one asset class,
bringing our experience of consulting issues into manager research, and our
manager research experience into our consulting.
• Our process in assessing investment managers against six key factors is
presented on the right, along with their weightings, to ascertain manager’s ability
to manage market and systemic risk.
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Principle 4:
Use of Tools, Systems
and Technologies
•

Capita use PFaroe, an asset and liability modelling tool licenced
from Moody’s. It is used by Capita Actuaries and Investment
Consultants to perform Triennial Actuarial Valuations and Asset
Liability Modelling. A screen shot is shown to the right.

•

This gives us a consistent approach providing both investment and
actuarial advice. We also use the same economic assumptions,
agreed by a cross-practice Economic Assumptions Group.

•

PFaroe is utilised in many ways, including reviewing where the
risks lie within a Pension Scheme. Some of the questions we aim
to answer are:
•

Is the overall level of risk appropriate given the funding
level, scheme maturity and covenant of the Sponsoring
Employer?

•

Are under-rewarded / unrewarded risks being adequately
mitigated?

•

Is there an appropriate balance of risks (i.e. no outsized
risks)?

•

The PFaroe system enables us to monitor a client’s funding level
versus their agreed target journey plan with automatic alerts when
significantly ahead or behind plan.

•

Using a pre agreed journey plan we are more likely to help a client
achieve the end-game objective within the desired timeline.

•

We assist clients to set a framework and associated governance
around the plan to enable swift changes to be made when market
conditions are favourable.
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Principle 4:
Case Studies
RPI REFORM

CLIMATE CHANGE

• The UK Government announced plans to review and amend the Retail Prices
Index (RPI) calculation. Whilst RPI hasn’t been the officially-quoted measure
of inflation for some 10 years, it’s still used to determine payments for UK
index-linked gilts (ILG’s).

• Climate Change is a topic that is extremely important to the world in general, but
relatively new for the investment industry to address. Our role as investment
consultants is to advise our clients on how best to mitigate this systemic risk for
their pension scheme and also how to help the world in general achieve its
climate change goals.

• Capita understood how this could become an issue for our clients, as it may
lead to a mis-match in the level of hedging against inflation risk. In advance of
any changes, Capita discussed both internally and with external experts, and
published a thought-piece designed to navigate our clients around this issue.

• We are currently liaising with Moody’s on how to incorporate Climate Change
into our asset liability modelling, including our risk models. This includes looking
to perform stress testing on assets/liabilities given a pre-determined increase in
global temperature and climate.

• Our published article outlined the following:
• What is the resulting impact of the RPI reform? We explored the actual
impact this would have on client’s assets, pension payments paid to
individuals, and the cost of providing the pension.
• How the markets responded to this announcement, namely how the news
was reflected in the price of index-linked gilts.
• What does this mean for trustees of defined benefit pension schemes? We
explored, given the impacts, what could this mean for the cost of providing
a pension, and also how it could improve or worsen the scheme’s funding
position.
• This is an example of how Capita mitigated market wide risk for our clients.

• As mentioned before, we have incorporated ESG into our manager review
process, especially how they engage with their investee companies around
environmental issues, and how these considerations form a part of their security
selection process.
• We have an in-house ESG investment team who are looking at how to enable
small to mid-sized pensions schemes to manage ESG risks going forward.
Whilst the pension schemes that we advise are too small to fall under TCFD
reporting requirements, we are seeking to enable them to comply well ahead of
the time when smaller schemes will come within scope. We are also actively
engaging with the asset managers to provide meaningful quarterly reporting data
for our clients.

39

Principle 4:
How Capita engage with Stakeholders and Industry Groups
• We work with the industry and other institutions to increase
Stewardship in the UK in a number of areas.
• We are represented on the Transparency Task Force, where we are
working to restore the trust in financial services by raising awareness of
the current lack of transparency, promoting reform to help increase
transparency and building respect for the financial industry.
• We are also represented on the AIMSE council to work with fund
managers, who make up the majority of the council, to work in a joined
up way on the ESG challenges facing pension schemes.
• We have recently sponsored research by the Pensions Policy Institute
aimed at making the pensions industry fit for purpose and for future
generations of pensioners.
• Furthermore, we also work with various industry bodies, including but
not limited to, the Association of Consulting Actuaries, the Society Of
Professional Pensions, the Institute and Faculty of Actuaries, and the
Pensions Management Institute.
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Principle 5:
Supporting Clients’
Stewardship
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Principle 5:
Supporting client’s stewardship

Capita has recently had
its emissions reduction
targets approved by the
Science Based Targets
initiative (SBTi), which
defines and promotes
best practice in setting
science-based emissions
reductions targets.

"We congratulate Capita for setting science-based targets
consistent with limiting warming to 1.5°C, the most ambitious
goal of the Paris Agreement. By aligning its goals with a
1.5°C future, and asking its partners to do the same, Capita
is ensuring it builds resilience firmly into its business model
and will be positioned to thrive as the global economy
transitions to a zero emissions future."

Alberto Carrillo Pineda, Director at Science Based Targets
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Principle 5:
Schemes we work with
Capita’s Investment Consulting advise trustees across 60-70 defined benefit pension schemes,
with total assets under management of c.£2.5bn. Most of these schemes are sub £100m in size,
however, we are already talking to our clients about the new legislations requiring governance,
strategy, risk management, and accompanying metrics and targets for the assessment and
management of climate risks.
For a number of months, we have been working closely with our third-party asset liability modelling
software provider (who already have a lot of capabilities with economic forecasting of climate
scenarios) in order to provide a technology-driven approach to meet emerging Task force on
Climate-related Financial Disclosures reporting, in addition to integrating climate scenarios in a
dashboard format to allow stress testing via our usual asset liability modelling.

Effective ESG integration is vital

The importance of ESG integration to us and our clients
In Investment, ESG forms an integral part of all of our manager research and asset
class views (as also seen on our approach to manager research). We have been
gradually expanding our research into ESG-focused products and look to integrate
effective solutions, where appropriate.
As part of our manager research across major areas for our clients we meet managers
regularly (usually at least annually for a deep dive, and quarterly for a shorter update)
we issue managers with a detailed due diligence questionnaire which includes a wide
range of areas including an extensive section on Environmental, Social and
Governance ('ESG') considerations.
We cover areas such as a manager’s firm wide philosophy on responsible investment,
how managers’ integrate ESG factors into their investment process, how and to what
extent managers engage with invested companies and whether they track and report
on whether integrating ESG factors has added value.
Discussion of these areas allows us to form a view on a manager’s ESG policies which
feeds in to our overall rating of a manager and a fund and whether we are likely to put
the fund forward to a client.

We believe that managers should engage with companies (including the use of voting
rights where applicable) to improve how a company operates (generally and in relation
to ESG issues) and ultimately improve their invested companies and therefore a client’s
investment’s long-term performance. ESG issues in particular should form a vital part of
a manger’s assessment of the risk / return profile of an investment and consider
divestment where a company is in serious breach of generally accepted ESG practices.
However, the power of the asset management industry is huge and it is better to be
invested and have such an influence than to not be and not be able to change the way
a company operates for the better.
There are many ways in which ESG considerations can be applied to investment decisions
across a full spectrum of engagement from excluding companies with the lowest ESG scores
from an investment selection, to actively allocating assets to companies with higher ESG scores
for this reason. Active engagement, and particularly voting behaviours, can be a powerful tool in
good stewardship. The combined influence of the asset management industry ($Trillions) can be
hugely persuasive on corporate behaviour, encouraging positive changes.

In 2020 we engaged extensively with all of our clients’ investment managers to help our
clients to understand their managers’ policies in relation to the new investment
disclosures regulation, but also their wider ESG policies. We are currently working with
independent trustees and our clients to develop our ESG reporting proposition, well in
advance of TCFD and other regulatory requirements for the scope of our clients.
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Principle 5:

Effective communication with our clients
We communicate with clients on a regular basis through a large variety of mediums.
These typically include the traditional face-to-face / now virtual quarterly client meetings,
regular email / telephone communication, our website and through our technical focused
Spotlight papers.
However, in 2020 we also launched a quarterly investment bulletin providing information
and data across a variety of investment markets helping to keep our clients informed in a
very concise and user friendly format. Our bulletins also include a topical article written by
a member of the investment team which highlights key issues that many of our clients are
facing. The first one explained the benefits of a Liability Driven Investment (‘LDI’)
solution, with the second edition covering ESG & Sustainable Investment.
We also launched a series of webinars which were a great success and regular posting
on social media sites to cover any topics that are relevant to our clients and the industry.
Frequency of communication varies between clients but generally ranges from half-yearly
/ quarterly to daily in some cases, depending on our clients’ needs as well as
developments in the broader market.
For example, when there are major market events, such as the extreme declines (and
subsequent heightened volatility) in financial markets in March 2020 following the
COVID-19 outbreak and subsequent lockdowns, we proactively approached our clients
with a short explanation of events and any actions they could take which allowed our
clients to keep informed and act accordingly. This included a comprehensive risk report
across all of the pension scheme operation, not just investment and actuarial.
We think it is important to offer our clients a variety of these tools and sources of
information, couple with our scheme-specific advice to allow our clients to make informed
decisions that are appropriate for them and their needs.
Client feedback is also vital to the way we communicate with clients. In 2020 we
undertook a very extensive client survey and used the results to change the way we do
things for the better.
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Principle 5:
Service provider of choice

Listening to our clients and adapting our approach

At Capita, after taking into account our clients’ views, we strive to offer consulting which does not try to
overcomplicate things. For example, we can set up a framework within which to operate, where certain
re-balancing or de-risking trades are pre-agreed. This acts a bit like fiduciary management, but without
the loss of control, and allows trustees to focus on the overall strategy (including ESG and
stewardship). We achieve this with transparent, pre-agreed, inclusive fixed fees that offer value for
money, offering services and strategies designed for larger clients, but simplified and adapted to meet
the needs of our clients base.
A key part of this is interactive meetings with up-to-date reporting (including online access to integrated
asset and liability information for clients that have chosen this option).

Collaboration to share the benefits
An investment strategy is not static so Capita’s investment consultants have modelled a range of
scenarios to fit in with any scheme’s strategic goals. We have pre-designed portfolios for each scenario.
We have spent considerable time working out which asset classes are effective and good value.
Focusing on long-term value means that ESG and investment beliefs can be fully integrated.

Senior Investment Committee

George Allen

Ben Kwai

Alex Sabell

Bobby Riddaway

Israel Cohen

Lydia Fearn

Our senior investment committee meet weekly to discuss and determine a number of topics including our
house views and manager ratings. We generally seek to have a house view in all areas, in order
•

•

to achieve consistency across consultants, with all clients receiving the “best ideas” from across the
team, and to limit “key person risk” to our clients (to avoid clients having a strategy which is linked to
an individual consultant); and
to seek to ensure broad consistency across clients, in order to achieve efficiencies and economies of
scale to control costs

House views form a starting point for scheme-specific advice but consultants have the flexibility to
appropriately tailor advice to suit individual clients’ needs, subject to peer review approval.
Consultants discuss any large deviation from house views with the senior investment committee, which
ensures that we (i) always deliver well-considered client specific advice, and (ii) dynamically evolve
our house views over time to reflect our clients’ needs.

Client feedback has been vital to developing our proposition over 2020. We recognise
client needs and have positioned ourselves in the market accordingly. We recognise that
investments are part of a bigger picture involving our actuaries and pensions consultants.
By not overcomplicating things, we are able to offer good value for money for all of our
schemes (most of whom are sub £100m and so have limited budgets and governance
time) without compromising on what matters. We have spent considerable time working
out which asset classes are effective and good value to come up with pre-designed
portfolios (made up of consistent building blocks) for each possible scenario, enabling us
to adjust and apply to our clients’ specific needs.
Upfront inclusive fixed fees that suit our clients needs with no hidden costs unless
absolutely unavoidable (e.g. novel regulations) has been a well received approach
amongst our clients and allows us to keep costs down whenever possible.
We know how important ESG in particular is to our clients (and the industry in general)
and so we are already talking to our clients about the new legislations requiring
governance, strategy, risk management, and accompanying metrics and targets for the
assessment and management of climate risks in line with TCFD reporting.
Gaining feedback from independent trustees and clients wherever possible ensures we
are in-line with our peers and the expectations of our clients. This was vital throughout the
development of our implementation statement template in 2020, as this was new not just
for us, but our clients and the industry in general. We sought independent trustee, client
and pension lawyer feedback during the development of the new template. Starting this
conversation as early as possible on relevant projects / propositions allows us to stay
focused and aligned with our clients needs and expectations.
Our new regular reporting on climate change metrics for pension schemes is going to be
provided to all clients that take our regular performance monitoring. It has been developed
and feedback is being sought from a number on Independent Trustees before it is being
finalised and rolled out. This will be accompanied by an annual report for pension
schemes covering all of their ESG principles and how their investment managers have
complied/ developed/ evolved. This will also be discussed with a number of independent
Trustees before it is released to clients later in 2021.
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Principle 6:
Review and Assurance

01
At Capita we are constantly reviewing
our processes and how best we can
adapt to the market of investments.
Our dedicated Manager Research
teams, which are split by asset
classes, is each lead by a Senior
Consultant who specialises in that
area. Given the ongoing development
of the industry towards more ESG
regulation we have incorporated these
thoughts in our manager selections
that we issue to our clients.

02
Capita recognise the increasing
importance of ESG so looking forward
to 2021 we aim to:
•

Provide Quarterly Biodiversity
reporting to allow clients to
continually assess their impacts

•

Produce an Annual Statement for
each client that analyses their
fund managers and individual
funds on all aspects of ESG

03

Capita Investment Consulting has over
the reporting period engaged in
discussions with fund providers and
our Capita plc to ensure that
sustainability is at the forefronts of
everyone's agenda and to emphasis
the responsibility that we all have in
this area.
We believe that it is our responsibility
to ensure fund managers report in a
clear and concise way in relation to
sustainability so that clients can make
informed decisions on their own
sustainability goals.
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Principle 6:
Capita’s Corporate Beliefs
Capita already has responsible business
themes at the top of its list of critical
issues, including “climate change and
resource scarcity”.
Looking forward to 2021 we aim to
increasingly focus on the importance of
these themes, both within Capita, and also
with our clients.
We are working closely with other Capita
business units to ensure a consistent
approach to stewardship, and therefore
achieve maximum impact.

Confidential
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Principle 6:
Review Policies in Place
At Capita we ensure that we review our processes that we
have in place to benefit our clients:
•

Our process with all work is “Do”, “Check”, “Review” then “Peer Review”. Where
clients teams work together to produce work for our clients, analysts “do”, senior
analysts “check” and Consultants “review” the work. We then get an independent
senior consultant to “peer review” the work to ensure quality and context is up to
our high standards.

•

We constantly review the guidance in place from The Pensions Regulator to
ensure that our clients are fully aware and adhering to all regulations that affect
them. An example of this was last year we did a full client wide review on the
new ESG regulations that needed to be implemented in clients’ Statements of
Investment Principles, making sure this was done in a correct and timely manner
so our clients were keeping in line with regulations.

•

We send annual feedback requests to all our clients and this was no different in
2020. We believe that this is the best way for us to be able to address common
themes across the client base but also to best service client needs, allowing us
to provide superior service to all our client base. However we also are listening
constantly to our clients in meetings and via the communication they send to
constantly improve, so not just limiting our clients to one time a year to be able to
feedback their thoughts. We are particularly keen to hear feedback from
independent trustees, who work with our competitors, and can objectively
compare us to our peers.

•

After working with all of our investment consulting clients to set objectives for
their investment consultants, we assisted clients with their first reviews in 2020
and subsequent reporting to the CMA. Our pensions consultants led this project,
preventing our Investment Consultants from ‘marking their own homework’.
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Principle 6:
Assurance Policies in Place
At Capita we ensure that we put in place assurance processes
for our clients such as:
•

Implementation Statements – We have recently worked with all of our clients,
and their respective asset managers, to produce these and ensured that they all
uploaded them to a publicly accessible website by the stipulated deadline.

•

Manager Research – As noted previously our manager research team is spilt by
different asset class groups, but a key focus for each group is the ESG
implication for each fund. We believe that ESG is not only key for global
sustainability but it also leads to improved long term returns, as demonstrated by
some of the research carried out within the investment team. Using this
knowledge we aim to increase awareness amongst our client base, and assist
our clients in further refining their ESG policies, and developing their ESG
investment strategy.

•

Manager Selection – Over the reporting period we have worked with fund
managers to both:
1) Assess any ESG products / funds that they have launched to establish how they
take account of ESG, and determine whether their approach is in line with our
clients’ policies.
2) Provide us with more granular data on their funds e.g. Carbon Intensity, Carbon
Footprint, ESG scores. Some managers have been unable to provide full data at
this point, however we understand the importance of this matter, so are encouraging
them to improve their reporting standards so that both Capita and our clients can
make responsible decisions. This detail will be included in clients’ annual ESG
reports and will make it clear which investment managers are not being clear or
providing data in a suitable format.
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Principle 6:
Assurance Policies in Place

Cyber Security

Business Accreditation

Security and cyber security are essential to Capita, and especially our pensions
service, to protect data and processes. Both static and dynamic security testing is
embedded in our development processes, while our live services are monitored, and
any issues are managed by our service teams. The continued live production service
requires a continuous programme of refreshing, to ensure our infrastructure is
maintained within service and in accordance with our patching and release policy.
Cyber security is inherent in our digital development and delivery, including
automated security testing which identifies any vulnerabilities, and addresses them
as a priority. Further testing in the production environment is conducted through
penetration testing and any issues assessed and resolved in accordance to their risk
profile. Penetration testing is undertaken by external CHECK/CREST qualified
consultants. At present, this is conducted at least annually, and the results are
reported to the information security team and relevant development teams.

Independent assurance of our overall commitment to work to the highest
standards is evidenced by our list of accreditations as follows:

Our digital strategy also includes the application of artificial intelligence to identify
personal and sensitive personal data as well as tagging other key data in accordance
with our data classification. Tagged data will be maintained according to the defined
data policies, whilst the data lineage will also be retained. Access to data will be
managed in accordance with the data policies to ensure only those users and
systems with the appropriate access will be able to read or modify the data, and an
audit trail of data and its access is also maintained.

• ISO 9001 - Quality Management
• ISO 14001 Environmental Management
• ISO 20000 - IT Service Management
• ISO 27001 - Information Security Management
• ISO 22301 - Business Continuity Management
• IiP - Investors in People
• Plain English - Platinum members of the Plain English Campaign
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Principle 6:
Assurance policies in place
Business Continuity Procedures
We have formal and robust Business Continuity Plans (BCP) in place to mitigate the
effects of a major disaster affecting any of our systems or delivery locations and the
service to the Company. This is overseen by our Business Continuity Manager and
aligned to ISO 22301.

Our Disaster Recovery Plan
Alongside our Business Continuity Plan, we also have a formal Disaster Recovery Plan that
is tested annually. Jointly they form our Operational Resilience Policy, which is aligned to
ISO 22301, the Business Continuity Quality Standard. Our Disaster Recovery Procedures
include controls to identify and reduce risks, limit the consequences of
damaging incidents and ensure the timely resumption of essential operations.

Data capture, storage and backup: We maintain passive data storage protection,
including file archiving. Capita IT Enterprise Services (ITES), our sister company within
Capita, manages all aspects of the system backups and uses a virtual tape management
system with no physical tapes. All databases and files are stored on the Shared Area
Network (SAN). No data is stored on local server disks. This infrastructure is being
upgraded in 2021 when our UK data centres close and we move to Microsoft Azure data
centres, still within the UK, offering improved resilience.
Loss of key personnel: Our BCP process has identified key processes and the core
numbers of staff required to action these. If there is reduced staffing, then the core process
will be addressed in the short term and, in the longer-term, assistance from other production
sites can be provided to address general scheme activities.
Paper records recovery: As soon as paper records are scanned, the EDM (“Electronic
Document Management”) images are stored on the servers at the Capita data centre, and
as stated above, recovery is provided by restoring from backup.
Telephony recovery: Advertised numbers can be re-directed to mobile phones. Most of our
staff are working from home with soft telephone technology deployed.

Covid-19 Pandemic
The success of our BCP was seen in March 2020, when the Covid-19 pandemic
occurred with lockdowns and restrictions. Within two weeks, we had nearly 2,000
staff working from home and maintained a solid service throughout. We are not
complacent though and are moving our data centres into the cloud during 2021,
using Microsoft Azure, to give even greater robustness and flexibility. The success
of home working has meant that we are now further changing our operating model
to give greater robustness against any future pandemic or geographical incident.

Business continuity and disaster recovery exercises are scheduled to be carried out at least
annually for all of our sites. As an example, a recent test demonstrated that in a disaster
recovery situation, pensions administration processes would be available the next working
day with full connectivity to Capita hosted applications and third-party systems and transfer
of staff is achievable within 24 hours.
Recovery timescales
Business continuity and disaster recovery procedures are based on recovering critical
services within 24 hours, minimising any potential disruption to our services.
52

Disclaimer
This report has been prepared by Capita Pensions Solutions Limited (“Capita”).
This report is based on data/information available to Capita at the date of publication
and takes no account of subsequent developments after that date. It may not be
modified or provided by the recipients to any other party without Capita’s prior written
permission. It may also not be disclosed by the recipients to any other party without
Capita’s prior written permission except as may be required by law. In the absence of
our express written agreement to the contrary, Capita accepts no responsibility for
any consequences arising from any third party relying on this report or the opinions
we have expressed.
This report is not intended by Capita to form a basis of any decision by a third party
to do or omit to do anything.

Capita Pension Solutions Limited is part of Capita plc www.capita.com
Registered in England & Wales No. 02260524.
Registered office: 65 Gresham Street London EC2V 7NQ
Capita Pension Solutions Limited is authorised and regulated by the Financial Conduct
Authority 2020 Capita plc. All rights reserved.
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