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Introduction 

Climate change is causing extreme weather, affecting crops, and threatening ecosystems. Understanding its 
impact and the Sopra Steria Retirement Benefit Scheme's (the “Scheme”) vulnerability to climate risks helps 
mitigate these risks and seize opportunities. UK regulations require pension schemes with over £1bn in assets 
to meet climate governance standards and publish annual reports on climate risks. Improved climate reporting 
enhances decision-making and transparency, increasing accountability and providing valuable information to 
investors and beneficiaries. 

This report is the fourth annual climate disclosure for the Scheme and covers all three sections (SPP Section, 
SRP Section and SMP Section, the “Sections”).  It has been prepared by Sopra Steria (Retirement Benefits 
Scheme) Trustees Limited (the “Trustee”) for the year ended 31 December 2025 in accordance with The 
Occupational Pension Schemes (Climate Change Governance and Reporting) Regulations 2021 and aligned 
with the Taskforce for Climate-related Financial Disclosures (TCFD) framework. 
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Executive summary 

This report explains what we, the Trustee, have done to understand how climate change might affect the 
Scheme. We collaborated with our investment adviser to find the climate-related risks and opportunities for the 
Scheme and to learn how we can manage and reduce those risks. 

Effective Governance and Risk Management for Climate Resilience  

We, the Trustee, are responsible for overseeing all strategic matters related to the Scheme, including climate-
related risks and opportunities. We have established a process to identify, assess, and manage the climate-
related risks and opportunities the Scheme faces, integrating it into the broader risk management framework. 
Please see the Appendix for our climate governance and risk management framework. 

Strategy update 

During the year we analysed managers’ climate risk 
assessments, updated our climate‑related risk 
heatmaps and refreshed our climate change 
scenario analysis for the Sections, taking account of 
the SMP buy‑in and the changes made to the SRP 
and SPP investment strategies.  

The results indicate that the Scheme remains 
reasonably resilient to climate‑related risks across 
the scenarios considered, supported by a 
well‑diversified portfolio, although funding outcomes 
could still be adversely affected under more extreme 
transition or “no transition” pathways.  

Further detail is provided in the Strategy section of 
this report. 

In December 2025 the Trustee completed a buy‑in 
transaction for the SMP Section with Pension 
Insurance Corporation (“PIC”), securing the majority 
of benefits in that Section under an insurance policy. 
As a result, climate‑related investment risk for SMP 
is now largely taken on by PIC rather than managed 
directly through the Scheme’s asset strategy. Our 
climate work for SMP therefore focuses on 
understanding how PIC identifies, assesses and 
manages climate‑related risks and opportunities 
within its bulk annuity portfolio, including the use of 
climate scenarios and sector‑level analysis to 
assess potential impacts on its solvency over time. 

 

Metrics & Target update 

SPP Section 

For SPP, overall emissions remain dominated by 
LDI because of the size of the allocation and the 
relatively high carbon footprint figure that is derived 
from the UK’s total Greenhouse Gas (GHG) 
emissions when calculating sovereign‑bond metrics. 
The most notable changes are in corporate credit 
and infrastructure: improved data coverage and 
portfolio changes have increased absolute reported 

emissions but reduced carbon intensity. Equity 
carbon footprints reported by the manager have also 
fallen over the year, although they remain above 
2021 baseline levels, so further reductions will be 
needed to meet our 2030 target. 

SRP Section 

For SRP, the pattern is similar: LDI remains the 
main source of reported Scope 1 and 2 emissions 
with a similar carbon footprint to last year, while 
corporate credit and infrastructure show improved 
data coverage and a lower carbon intensity than last 
year. Carbon footprints for the allocation to equities 
have reduced but are still modestly above the 2021 
baseline. Overall, the SRP metrics suggest that 
credit is broadly on track for our 2030 target, while 
more progress is required in equities. 

 

 

SMP Section 

For SMP, the metrics reflect the 
liability‑matching‑focused portfolio ahead of and 
following the buy‑in. LDI continues to drive most 
reported emissions, and the corporate credit 
footprint has fallen significantly relative to the 2021 
baseline, consistent with progress towards our 2030 
target. There is no equity exposure, and 
infrastructure and illiquid credit remain relatively 
small but now benefit from better emissions data 
than in prior years. 

 

 

 

 

 

 



 Climate disclosures as at 31 
December 2025 

  

3 

 

 

 

We hope you enjoy reading this report and understanding more about how we are managing climate-related 
risks and opportunities within the Scheme.  

Frank Oldham 

on behalf of the Sopra Steria (Retirement Benefits Scheme) Trustees Limited.  

  

 

Sopra Steria 
Sustainability  

 

Sopra Steria Group, the Principal Employer and Sponsor of the Scheme, puts sustainability at the heart of 

everything it does. As part of its sustainability commitments, the Group has committed to becoming Net 

Zero by 2040. 

The Scheme often engages with the Group, and the Trustee shares the Group’s desire to “build a brighter 

future for everyone and protecting the environment”.  
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Strategy  

Reminder: Our investments 

The charts below set out the asset allocation for each of the Sections of the Scheme. Data is shown as at 31 
December 2024 to align with the date at which the climate-related metrics have been gathered (see the 
Metrics & Targets Section of this report).  

•  
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Current Investment Strategy 

Full details of the investment strategy for the Sections can be found in the Statement of Investment 
Principles (‘SIP)’. 

Generally, as the funding level improves (the proportionate difference between the value of each 
Section’s assets and the promised obligations to members, otherwise known as liabilities) a larger 
proportion of each Section’s assets will be invested in a matching portfolio, with less invested in riskier 
assets like equity and property (i.e. more growth-oriented assets). This is to reduce investment risk and 
protect the funding position. 

60.6%17.7%

9.5%

1.3%

9.6%
1.3%

SMP Section Asset Allocation
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Changes to the investment strategy since our last TCFD report 

Since our last TCFD report, the Trustee and Joint Investment Committee (“JIC”) have continued to refine 
the Scheme’s investment strategy with climate and wider ESG considerations in mind, alongside the 
overall risk and return objectives. In March 2025, the existing traditional investment grade credit allocation 
for the SRP and SPP Sections was replaced with a short‑duration credit allocation via the LGIM Net Zero 
Short Dated Global Corporate Bond Fund, following a manager search.  

Later, in November 2025, following a strategy review focused on the SPP Section (with conclusions 
expected to be broadly applicable to the SRP Section), the JIC agreed to reduce the SPP Section’s equity 
allocation by c.5% and invest this in an insurance‑linked securities fund managed by Leadenhall Partners. 

The SMP Section completed a buy-in transaction in December 2025 with Pension Insurance Corporation 
(“PIC”) to secure the liabilities of this Section, which included the sale of two of the SMP Section’s 
infrastructure funds to the SPP Section (improving the liquidity of the SMP Section whilst enhancing and 
further diversifying the SPP Section’s growth assets). These changes will feed through into our climate 
metrics and target analysis in future reporting years as underlying emissions and other climate‑related 

data become available, but they have been reflected in the forward‑looking discussion of strategy in this 
report. 
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Identifying climate-related risks and opportunities  

We carry out a qualitative risks and opportunities assessment of the asset classes the Scheme is invested in. 
From this we identify which climate-related risks could have a material impact on the Scheme. We also identify 
suitable climate-related opportunities.  

Given the number of asset classes used in the Scheme, we completed this exercise to the best of our ability. 
To help us with our assessment, we surveyed our investment managers asking them to rate the climate-
related risks and opportunities they believe their fund(s) is exposed to. At the time of writing, two managers 
have not been able to provide information for the risk assessment.  

How the risk assessment works 

Risk categories  Ratings  Time horizons 

The analysis divides climate-
related risks into two types: 
Transition risks related to the 
transition to a low-carbon 
economy.  

Physical risks associated with 
the physical impacts of climate 
change on companies’ operations.  

More details can be found in the 
Appendix.  

 The analysis uses RAG ratings 
where: 

Red denotes a higher level of 
financial exposure to a risk. 

Amber denotes a medium level of 
financial exposure to a risk. 

Green denotes a lower level of 
financial exposure to a risk. 

 

 We assessed the climate-related 
risks and opportunities over 
different time horizons considering 
the Scheme liabilities. We decided 
the most appropriate time 
horizons for the Scheme are: 

Short-term: 1-3 years  

Medium-term: 4-10 years 

Long-term: 11+ years 

Climate-related risk assessment  

Key conclusions 

We recognise that the majority of all three Sections’ assets continue to be invested in asset classes with a low to 
medium level of climate‑related risk over the Trustee’s chosen time horizons. In particular, the LDI and core 
investment‑grade credit portfolios (which together form a significant part of each Section’s asset allocation) are 
assessed as having consistently low levels of both physical and transition risk. For the SMP Section, 
climate‑related investment risk is now largely transferred to PIC following the buy‑in, and will therefore be 
considered primarily through ongoing insurer‑monitoring rather than day‑to‑day asset strategy. 

Where higher risks are identified, we are comfortable that: 

• Overall risk exposure remains concentrated in a small number of asset classes, notably asset‑backed 
securities (which are now rated “high” for both physical and transition risk in the medium and long term) 
and, to a lesser extent, equities, property‑related assets and illiquid credit, where the more elevated 
ratings are focused on the medium and longer term.  

• Exposure to these higher‑risk areas is expected to reduce over time as the Sections progress towards 
full funding and, in line with the de‑risking framework, gradually move to lower‑risk investment strategies. 

• We have appointed managers who are actively considering climate‑related risks and opportunities within 
their investment processes and who have provided us with updated, asset‑class‑specific assessments to 
inform this year’s qualitative risk review. 

On this basis, we are comfortable that no immediate changes to the investment strategy are required as a direct 
result of the qualitative risk assessment. We will, however, continue to monitor climate‑related risks and 
opportunities, and to take them into account as part of our ongoing reviews of the Scheme’s strategy and our 
appointed investment managers. 

 
RAG ratings for the Sections can be found below. Ratings for each asset class can be found in the Appendix.  
 

SPP, SRP & SMP* 

Physical Risks  Transition Risks 
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 Short 

1-3y 

Medium 

4-10y 

Long 

11y+ 

Equity  

 
   

Corporate 

Credit  

 

   

Property    

Property debt    

Illiquid Credit    

Asset Backed 

Securities 

(“ABS”) 

   

LDI & Liquidity 

Account 
   

Infrastructure Not provided 

Source: Aon. 
*All asset classes are applicable for all three Sections, except for 
equity and ABS which the SMP Section is not invested in. 

  Short 

1-3y 

Medium 

4-10y 

Long 

11y+ 

Equity 

 
   

Corporate 

Credit  

 

   

Property    

Property debt    

Illiquid Credit    

Asset Backed 

Securities 

(“ABS”) 

   

LDI & Liquidity 

Account 
   

Infrastructure Not provided 

Source: Aon. 
*All asset classes are applicable for all three sections, except for equity 
and ABS which the SMP Section is not invested in. 

 
▪ Overall, physical risks continue to be expected to 

increase over the longer term, but the updated 
assessment still indicates a low to medium level of 
financial exposure across most of the Scheme’s asset 
classes. Short‑term physical risks (over the next 1–5 
years) remain low for the majority of holdings, 
reflecting the fact that many of the more severe climate 
impacts are expected to emerge over longer horizons 
and that portfolios are generally well diversified by 
issuer, sector and geography. 
 

▪ Looking further out, managers continue to highlight 
that equity and real‑asset exposures (property and 

property‑backed debt) are the most sensitive to 
physical climate change. For equities, physical risks 
are still expected to build gradually, with more frequent 
extreme weather events, heat stress and changing 
precipitation patterns likely to affect supply chains, 
physical infrastructure and operating conditions over 
the long term. For property and property‑backed debt, 
ratings remain low in the short term and then 
increasing over medium and long term, reflecting the 
anticipated impact of higher temperatures, more 
volatile weather and potential water stress on heating 
and cooling requirements, maintenance and retrofit 
costs, and ultimately on rental and capital values. 

 

▪ Corporate credit, illiquid credit and LDI continue to be 
assessed as having low physical risk across all time 
horizons. This is consistent with last year’s 
assessment and reflects the broadly diversified nature 
of the underlying exposures and, for LDI, the relatively 
limited direct near‑term sensitivity of developed‑market 
sovereigns to physical climate shocks. 

 

▪ Compared with last year, the main change in the 
physical‑risk profile remains focused on ABS, which 
are now rated amber in the short term and red over the 
medium and long term (previously green / amber / 

 ▪ Transition‑related risks also remain concentrated in the 
medium to longer term. In the short term (1–5 years), 
transition risks are generally limited, as many of the key 
policy, technology and market shifts required for a 
net‑zero transition are expected to phase in gradually 
rather than causing immediate, widespread disruption. 
 

▪ As in previous years, equities and property‑related assets 
are expected to be most exposed to transition dynamics 
over time. For equities, managers continue to see the 
medium and long term as the key risk periods, as tighter 
climate‑related regulation, higher carbon prices and 
changing customer preferences could put pressure on 
higher‑emitting sectors and on companies that are slow to 
adapt their business models. However, the use of equity 
strategies that explicitly integrate climate and broader 
ESG considerations, and the ongoing transition already 
under way in many sectors, means that long‑term 
transition risk is now assessed as medium rather than 
high. 

 

▪ For property and property debt, the year‑on‑year pattern 
of ratings is unchanged: transition risks are low in the 
short term but expected to rise over the medium and long 
term. Managers continue to expect that more stringent 

building regulations and energy‑efficiency standards, 
together with growing occupier and investor demand for 
low‑carbon, energy‑efficient buildings, will reinforce a 
clearer distinction between “green” and “brown” assets, 
with potential valuation discounts and higher financing 
costs for assets that do not keep pace with the transition. 

 

▪ The transition‑risk profile for corporate credit remains low 
across all time horizons. The corporate credit mandates 
integrate climate‑related factors within credit analysis 
while maintaining broadly diversified portfolios. 

 

▪ By contrast, illiquid credit transition risks have increased 
from low to low/medium, as managers recognise that 
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amber). This reflects the ABS manager’s more 
detailed, bottom‑up analysis of climate‑related hazards 
(such as flooding, storms, heat and water stress) 
across the underlying collateral pools and the 
recognition that certain segments, particularly parts of 
the commercial mortgage‑backed universe, could face 
more material physical impacts over time. While ABS 
is a relatively small allocation within the portfolio, it is 
now clearly identified as the area with the highest 

physical‑risk ratings. 

regulatory changes, shifts in technology and evolving 
market preferences could affect certain borrowers, 
particularly those linked to emerging sustainable 
technologies or more carbon‑intensive activities. 
Nonetheless, these risks are viewed as manageable 
overall, given portfolio diversification and the managers’ 
ability to reflect transition considerations in future deal 
selection. 

 

▪ ABS is now clearly the part of the portfolio with the highest 
transition‑risk ratings, moving from low / medium / medium 
to amber in the short term and red over the medium and 
long term. This reflects the manager’s expectation that 
tightening building codes, evolving energy‑efficiency 
standards and the growing prevalence of “brown 
discounts” for less sustainable collateral could have a 
more material impact on certain ABS structures as the 
transition progresses. 

 

▪ Transition risk for LDI remains low in the short and 
medium term, with a modest increase in the longest 
horizon to reflect the potential long‑run impact of climate 
policy and economic adjustments on sovereign issuers, 
consistent with last year’s conclusions. 
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Climate-related opportunities  

We expect our investment managers to integrate ESG considerations, including climate‑related issues, into 
their investment processes, as we understand that climate change can have a material financial impact on our 
investments. We also recognise that climate change can give rise to a range of investment opportunities, and 
we have engaged with managers across the Scheme’s mandates to understand how these are evolving. The 
opportunities described below may not all be present in the current portfolio at any point in time, as the 
selection and retention of investments is delegated to our appointed managers. 

We will continue to monitor the emergence of these opportunities and to work with our investment advisers to 
understand how they could support the Scheme’s long‑term objectives. We expect our managers to take 
advantage of such opportunities where they are consistent with their mandates, risk budgets and return 
targets. It remains important to note that, as the Sections move towards full funding and a greater proportion of 
assets is invested in matching assets such as government bonds, the range of climate‑related investment 
opportunities is likely to narrow. 

For the insured SMP Section, we expect opportunities to be more limited in future, as climate-related risk and 
opportunity are now primarily reflected in the choice and ongoing assessment of PIC rather than in day-to-day 
asset selection. 

These opportunities are relevant across the short‑, medium‑ and long‑term time horizons. 

Energy transition 
 

Our equity and credit managers continue to see the shift to cleaner energy as a key 
long‑term opportunity. This includes exposure to companies involved in renewable 
power generation, grid and storage infrastructure, electric vehicles and other 
low‑carbon technologies. In credit and illiquid credit, managers also highlight 
opportunities to finance renewable energy and energy‑efficiency projects, including 
through loans and risk‑sharing structures that support banks’ lending to renewable 
and transition‑related sectors. As policy frameworks and corporate transition plans 
develop, these investments can benefit from supportive regulation, long‑term 
contracted revenues and growing end‑market demand. 

Sustainable 
financing and 
labelled debt 
 

Within corporate credit, illiquid credit and ABS, managers identify growing 
opportunity in green bonds, sustainability‑linked instruments and other labelled 
structures that finance climate‑related projects or reward progress against 
decarbonisation and wider sustainability targets. These instruments can provide an 
additional channel for engaging with borrowers and issuers on their transition 
strategies, while supporting the re‑allocation of capital towards lower‑carbon 
activities and companies that are committing to credible transition pathways. In 
securitised credit, managers also note the potential to structure climate‑aligned 
collateral pools, for example where the underlying loans finance energy‑efficient 
buildings or low‑carbon assets. 

Resilience and 
adaptation 
solutions 
 

Across equities, credit, illiquid credit and real assets, managers emphasise 
opportunities linked to climate resilience and adaptation. These include companies 
and projects that help households, businesses and public authorities adapt to more 
extreme weather, for example through improved water management, flood defences, 
grid reinforcement, retrofitting services or data and technology solutions that support 
risk assessment and response. In credit, illiquid credit and ABS, there is scope to 
finance assets and borrowers that are investing in such adaptations, which can 
improve long‑term resilience and may, in turn, support better credit performance. 

Nature and 
biodiversity‑related 
opportunities 
 

Our property and property‑debt managers also identify biodiversity and 
nature‑positive measures as an emerging opportunity. Examples include using 
surplus external space for green roofs and walls, planting and landscaping that 
enhance biodiversity, or other nature‑based solutions that can also help manage 
physical climate risks such as surface‑water flooding and urban heat. Over time, as 
standards for nature‑related disclosure and certification develop, these features may 
support stronger tenant demand, help maintain occupancy and potentially enhance 
asset liquidity and value. 

Source: Managers 
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Assessing our managers’ climate risk management 

We evaluated our managers' skills in handling climate-related risks by asking them 10 questions from the 
Pensions Climate Risk Industry Group. These questions address their climate management strategies, net 
zero goals, TCFD reporting, climate scenario analysis, engagement policies, and ability to provide GHG 
emissions data. 

When collating this information, we contacted all 9 investment managers.  

Key conclusions 

▪ The majority of managers support reporting in-line with TCFD, with 8 managers having completed 
TCFD‑aligned reporting and 1 currently not planning to produce a TCFD report. 

▪ Almost all managers participate in several industry or climate-related initiatives (broadly defined), with 8 
managers involved in one or more investor, sector or ESG/climate alliances or working groups. 

▪ All of the managers carry out (or are working towards carrying out) climate-related scenario analysis 
and incorporate ESG considerations into their investment processes. 

▪ 6 managers have set a Net Zero commitment of some description. The remaining managers have not 
yet set a formal Net Zero target but are generally supportive of, or working in line with, broader climate 
and transition objectives. 

Our investment adviser will continue to engage with our investment managers on our behalf to understand 
any changes to the management of the Scheme’s assets, including the integration of climate related risk 
analysis, improvements in carbon reporting and net zero and the associated timescales involved with these. 
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Assessing the Scheme’s resilience to climate change  

In 2022, quantitative analysis was carried out for the SMP and SRP Sections. Separate analysis was not 
carried out for the SPP Section, because we believe that due to the similarity in investments and funding, 
reasonable conclusions can be drawn from the results for the SRP Section. 

Following changes to the investment strategy, we have refreshed the analysis for this year and have instead 
undertaken a qualitative climate‑scenario assessment. This focuses on how each major asset class held by 
the SPP and SRP Sections is expected to behave under three climate pathways (Orderly transition, Disorderly 
transition and No transition) over the short-, medium- and long-term. Using a Red/Amber/Green framework, 
we have assessed the relative impact of each scenario on asset returns and funding levels, informed by Aon’s 
climate scenarios, and summarised the key implications for the Sections’ investment and funding strategies. 

We compared three climate scenarios to a base case, which reflects market expectations. We chose these 
scenarios because we believe that they provide a reasonable range of possible climate change outcomes. 
Each scenario explores the Scheme’s transition to a low-carbon economy under various environmental 
conditions. The climate scenarios illustrate the climate-related risks the Scheme faces, highlighting areas 
where changing the investment portfolio could reduce the risks. 

Climate scenarios 

    
Orderly transition Abrupt transition Disorderly transition No transition 

Immediate and coordinated 
action to tackle climate 
change is taken using carbon 
taxes and environmental 
regulation 

Action on climate change is 
delayed for five years at 
which point we experience 
more frequent extreme 
weather events and 
governments have to 
address GHG emissions 

Limited action is taken 
and insufficient 
consideration is given to 
sustainable long-term 
policies to manage 
global warming 
effectively 

No further action is taken 
to reduce GHG emissions 
leading to significant global 
warming 

Temperature rise 
by 2100 

1.3ºC - 2ºC 1.5ºC - 2ºC <3ºC +4ºC 

Reach net-zero by 2050 2050 After 2050 After 2050 

Carbon price 2030 
 2050 

$100 
$215 

$135 
$280 

$65 
$340 

$40 
$50 

Environmental 
regulation rollout Coordinated Aggressive Late and aggressive None 

 

Source: Aon. The scenarios were developed by Aon and are based on many assumptions. They are only 
illustrative and subject to considerable uncertainty. Please see the Appendix for more details.  

For the SMP Section, following the buy‑in completed over the year, we have refreshed our climate change 
scenario work to reflect the Section’s insured position. Rather than re‑running the previous quantitative asset–
liability modelling, we have considered climate‑related risks and opportunities in the context of the bulk annuity 
policy now held with Pension Insurance Corporation (“PIC”). This has involved reviewing PIC’s own 
climate‑related scenario analysis, disclosures and risk‑management approach, and considering how climate 
risks may affect the security of the insured benefits over the short-, medium- and long-term. The objective is to 
understand how climate‑related factors are managed within PIC’s balance sheet and investment strategy, and 
what this means for the long‑term resilience of the SMP Section’s insured liabilities. 

 Trustee update 

Under the Regulations, climate scenario analysis must be carried out at least every 3 years, with yearly 
reviews to ensure it's still relevant. We reviewed the analysis from 2022 and decided to refresh the 
analysis for this year’s TCFD report, in line with regulatory guidance. 

Impact on the DB funding level 
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SPP/SRP 
The qualitative climate change scenario analysis for the SPP and SRP Sections indicates that both 
Sections’ investment strategies are expected to be reasonably resilient under the range of climate pathways 
considered, but that climate‑related shocks could still lead to temporary falls in funding levels at different 
points in time.  

The analysis assesses how each major asset class is expected to behave under Orderly transition, 
Disorderly transition and No transition scenarios over the short-, medium- and long-term, using a 
red/amber/green framework to compare outcomes relative to Aon’s Base Case.  

The results highlight that near‑term policy action in an Orderly transition could cause a sudden, material fall 
in the value of growth assets such as equities, property and infrastructure, while a delayed but more 
aggressive policy response in a Disorderly transition could have the greatest impact in the medium term 
through sharp repricing across credit and real assets. In a No transition pathway, the short‑ and 

medium‑term outcomes are similar to the Base Case, but physical risks and macroeconomic headwinds 
build over the long term and may weigh more heavily on assets such as infrastructure. A deterioration of the 
funding level could place a strain on the Principal Employer if it has to make up a bigger shortfall through 
deficit contributions. It may also require the SRP and SPP Sections to either increase risk, or retain risk for 
longer in its portfolio, in an effort to reach their funding targets or extend the time frame for achieving full 
funding. 

Across all scenarios, the significant allocations to LDI and fixed income in both Sections help to mitigate the 
impact of climate‑related shocks on the overall funding position, although the weaker funding level and 
higher infrastructure allocation in the SRP Section mean that it is more sensitive to adverse outcomes in 
scenarios where real assets are more heavily affected. 

SMP 
For the SMP Section, where the majority of benefits are now secured through an annuity policy with PIC, we 
have focused our climate change scenario work on how PIC manages climate‑related risks within its bulk 
annuity portfolio. PIC’s analysis is based on three climate pathways- Early action, Late action and No 
additional action, which are aligned to the Bank of England’s Climate Biennial Exploratory Scenario 
framework and are broadly comparable to our previous Orderly, Abrupt and No‑transition scenarios.  
These scenarios cover a wide range of macroeconomic, financial, transition and physical risk variables. PIC 
uses them to identify sectors most exposed to climate risk (including real estate, electricity supply, water 
collection, gas and steam) and to estimate the impact of climate change on credit spreads, downgrade rates 
and, ultimately, its solvency ratio at different points in time (2031, 2040 and 2050). In 2024, PIC built on this 
work by developing its own climate scenarios and carrying out sector‑by‑sector deep dives in key 

transition‑risk areas such as oil and gas, housing associations, airports, utilities and autos, before 
aggregating the results to assess the overall impact of climate stresses on its balance sheet.  
Taken together with PIC’s detailed case‑study work on sectors such as electric utilities, this gives us a 

clearer understanding of how climate‑related risks are identified, modelled and managed within PIC’s 
portfolio, and how this analysis is embedded in the way PIC invests the assets backing the SMP Section’s 
insured liabilities. On that basis, we are satisfied that climate‑related scenario analysis and risk assessment 
are an integral part of how PIC manages the assets supporting the SMP Section. 
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Metrics & targets 

Our climate metrics 

In our first year of TCFD reporting, we decided to report on the metrics below. This year we reviewed the 
metrics, and we believe they continue to be suitable for us to report against.  

 

Total Greenhouse Gas 
emissions 

The total greenhouse gas (GHG) emissions associated with the 
portfolio. It is an absolute measure of carbon output from the 
Scheme’s investments and is measured in tonnes of carbon 
dioxide equivalent (tCO2e).  

 

Carbon footprint 

Carbon footprint is an intensity measure of emissions that takes 
the total GHG emissions and weights it to take account of the 
size of the investment made. It is measured in tonnes of carbon 
dioxide equivalent per million pounds invested (tCO2e/£m). 

 

Data Coverage 

A measure of the proportion of the portfolio that there is high 
quality data for (i.e. data which is based on verified, reported, or 
reasonably estimated emissions, versus that which is 
unavailable).  

 

 

Portion of the portfolio 
with net zero or Paris-
aligned targets 

A metric which shows how much of the Scheme’s assets are 
aligned with a climate change goal of limiting the increase in the 
global average temperature to 1.5˚C above pre-industrial levels. 

It is measured as the percentage of underlying portfolio 

investments with a declared net-zero or Paris-aligned target or 
are already net-zero or Paris-aligned. 
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SPP Section 

 Scopes 1 and 2 Scope 3 Portfolio 
alignment 

Asset class 
Allocation 
(%) Year 

Data 
Coverage 
(%) 

Total GHG 
emissions 
(tCO2e) 

Carbon 
footprint 
(tCO2e/£m) 

Data 
Coverage 
(%) 

Total GHG 
emissions 
(tCO2e) 

Carbon 
footprint 
(tCO2e/£m) 

 
BTM 
(%) 

LDI  
Physical gilts 
exposure 44% 

2024 100% 26,714 136 N/A N/A 

Synthetic gilts 
exposure 

2024 100% 16,674 136 N/A N/A 

 49% 2023 100% 31,405 141 N/A N/A 

Corporate 
Credit 10% 2024 57% 1,079 49 57% 7,160 323 33% 

 
15% 2023 9%  486  79  9%  993  163 17% 

Equity 
15% 2024 97% 1,444 25 97% 17,723 306 56% 

 
12% 2023 97% 1,793 32 97% 33,877 608 55% 

Infrastructure 
12% 2024 100% 2,621 54 100% 6,824 140 N/A 

 
11% 2023 88% 3,267 73 88% 5,369 120 N/A 

Property 
9% 2024 79% 61 2 79% 376 13 17% 

 
8% 2023 80% 70 2 80% 383 13 10% 

Illiquid Credit 
9% 2024 76% 1,421 49 0% 0 0 N/A 

 
3% 2023 Not available Not available 

Property Debt 
1% 2024 Not available Not available 

 
2% 2023 Not available Not available 

Source: Investment managers / Aon. Figures may not sum due to rounding.  
Emissions data was provided by the managers as at 31 December 2024 and 31 December 2023.  
We have not aggregated metrics across the whole portfolio because the methodologies used for some asset classes are significantly 
different and therefore it is not appropriate to combine them. 
Scope 3 emissions are not available for LDI due to the lack of industry agreed methodology to calculate them.  
Emissions associated with LDI have been split this year, into physical emissions (emissions associated with physical assets that are held 
within the portfolio) and synthetic emissions (emissions associated with the notional exposure to sovereign bonds gained through 
derivatives). 
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SRP Section 

 Scopes 1 and 2 Scope 3 Portfolio 
alignment 

Asset class 
Allocation 
(%) Year 

Data 
Coverage 
(%) 

Total GHG 
emissions 
(tCO2e) 

Carbon 
footprint 
(tCO2e/£m) 

Data 
Coverage 
(%) 

Total GHG 
emissions 
(tCO2e) 

Carbon 
footprint 
(tCO2e/£m) 

 
BTM 
(%) 

LDI  
Physical gilts 
exposure 40% 

2024 100% 19,233 136 N/A N/A 

Synthetic gilts 
exposure 

2024 100% 18,927 136 N/A N/A 

 44% 2023 100% 24,365 141 N/A N/A 

Corporate 
Credit 9% 2024 57% 830 49 57% 5,512 323 33% 

 
15% 2023 10% 455 79 10% 930 163 16% 

Equity 
12% 2024 97% 915 25 97% 11,227 306 56% 

 
3% 2023 97% 1,563 32 97% 29,509 607 55% 

Infrastructure 
20% 2024 99% 4,628 73 100% 13,852 304 N/A 

 
16% 2023 92% 7,411 124 63% 19,456 473 2% 

Property 
8% 2024 79% 45 2 79% 274 13 17% 

 
7% 2023 80% 51 3 80% 279 13 10% 

Illiquid Credit 
10% 2024 77% 1,192 49 0% 0 0 10% 

 
3% 2023 Not available Not available 

Property Debt 
1% 2024 Not available Not available 

 
2% 2023 Not available Not available 

 

Source: Investment managers / Aon. Figures may not sum due to rounding.  
Emissions data was provided by the managers as at 31 December 2024 and 31 December 2023.  
We have not aggregated metrics across the whole portfolio because the methodologies used for some asset classes are significantly different 
and therefore it is not appropriate to combine them. 
Scope 3 emissions are not available for LDI due to the lack of industry agreed methodology to calculate them.  
Emissions associated with LDI have been split this year, into physical emissions (emissions associated with physical assets that are held 
within the portfolio) and synthetic emissions (emissions associated with the notional exposure to sovereign bonds gained through derivatives). 
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SMP Section 

 Scopes 1 and 2 Scope 3 Portfolio 
alignment 

Asset class 
Allocation 
(%) Year 

Data 
Coverage 
(%) 

Total GHG 
emissions 
(tCO2e) 

Carbon 
footprint 
(tCO2e/£m) 

Data 
Coverage 
(%) 

Total GHG 
emissions 
(tCO2e) 

Carbon 
footprint 
(tCO2e/£m) 

 
BTM 
(%) 

LDI  
Physical gilts 
exposure 67% 

2024 100% 19,233 136 N/A N/A 

Synthetic gilts 
exposure 

2024 N/A N/A N/A 

 44% 2023 100% 12,474 141 N/A N/A 

Corporate 
Credit 20% 2024 57% 661 49 57% 4,388 323 33% 

 
15% 2023 N/A N/A 27% 

Infrastructure 
11% 2024 97% 1,325 106 38% 3,752 767 N/A 

 
16% 2023 99% 2,266 155 47% 6,790 990 4% 

Property 
0% 2024 N/A N/A N/A 

 
2% 2023 80% 51 3 80% 279 13 10% 

Illiquid Credit 
1% 2024 77% 1,192 49 0% 0 0 N/A 

 
3% 2023 Not available Not available 

Property Debt 
2% 2024 Not available Not available 

 
2% 2023 Not available Not available 

 

Source: Investment managers / Aon. Figures may not sum due to rounding.  
Emissions data was provided by the managers as at 31 December 2024 and 31 December 2023.  
We have not aggregated metrics across the whole portfolio because the methodologies used for some asset classes are significantly different 
and therefore it is not appropriate to combine them. 
Scope 3 emissions are not available for LDI due to the lack of industry agreed methodology to calculate them.  
Emissions associated with LDI have been split this year, into physical emissions (emissions associated with physical assets that are held 
within the portfolio) and synthetic emissions (emissions associated with the notional exposure to sovereign bonds gained through derivatives). 
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Commentary

Scope 1 and 2 emissions 

LDI continues to be the largest contributor to Scope 1 
and 2 GHG emissions for all three Sections. This 
largely reflects the size of the LDI allocation within 
each portfolio and the way emissions are calculated 
for sovereign bonds, rather than indicating that LDI is 
inherently more carbon‑intensive than other assets.  

The LDI portfolios are invested primarily in UK 
government bonds and related synthetic exposures, 
so the associated carbon metrics are derived from the 
UK’s total GHG emissions relative to GDP, whereas 
equity and corporate credit metrics are based on the 
reported emissions of the underlying companies. 
Between 2023 and 2024, total LDI emissions have 
increased modestly for each Section, despite footprint 
figures remaining around 135 tCO₂e/£m (versus 141 
tCO₂e/£m in 2023).  

This reflects changes in the size and structure of the 
LDI portfolios, including the use of leverage and 
synthetic exposure, rather than a material change in 
the underlying sovereign emissions intensity. 

Scope 3 emissions 

For the SPP Section, equity continues to be the 
largest contributor to Scope 3 GHG emissions, 
followed by infrastructure and corporate credit. For the 
SRP Section, infrastructure is now the main driver of 
Scope 3 emissions, with equity and corporate credit 
also contributing meaningfully. For the SMP Section, 
which does not hold any equity following a 
disinvestment in 2024, corporate credit is the largest 
source of Scope 3 followed by infrastructure. These 
patterns reflect both the underlying asset mix of each 
Section and the relatively high levels of Scope 3 data 
coverage that are now available for equity, 
infrastructure and corporate credit compared with 
other holdings. 

We recognise that when fund‑level emissions are 
calculated using Scope 1, Scope 2 and Scope 3 data, 
a company’s direct Scope 1 emissions will often 
appear as another company’s Scope 3 emissions 
elsewhere in the value chain, so simple aggregation 
can overstate “true” system‑wide emissions. The 
Trustee has limited direct influence over Scope 3 
emissions but will continue to monitor them and to 
engage with managers to understand how they are 
being measured and managed within portfolios, and 
how this is reflected in investment and stewardship 
decisions. 

Changes in the carbon profile of the corporate 
credit mandate  

For both the SPP and SRP Sections, the corporate 
credit metrics show a significant change in profile 
compared to last year. Data coverage for Scope 1 and 
2 emissions has increased from around 9–10% in 
2023 to 57% in 2024, with a similar improvement for 
Scope 3. Over the same period, total reported 
emissions have risen (for example, Scope 3 
emissions for SPP have increased from 993 to 7,160 
tCO₂e, and for SRP from 930 to 5,512 tCO₂e), while 

the carbon footprint has fallen from 79 to 49 
tCO₂e/£m for both Sections. 

These movements primarily reflect changes to the 
corporate credit portfolio over 2024, where the 
Sections disinvested from one of the existing 
mandates and now invest through a single manager 
that is able to provide more comprehensive emissions 
data. The higher data coverage means a larger 
proportion of the portfolio’s emissions is now being 
captured, increasing the absolute emissions figures, 
but the remaining portfolio has a lower emissions 
intensity overall, which is reflected in the reduced 
carbon footprint. 

Changes in the carbon profile of the infrastructure 
mandate  

For all three Sections, the infrastructure metrics show 
some noticeable movements compared to last year, 
reflecting both portfolio changes and refinements to 
managers’ reporting. 

For Scope 1 and 2, data coverage for infrastructure is 
now very high across the Scheme (close to or at 
100% for each Section). Despite this, carbon 
footprints and total emissions have generally fallen. 
Part of this reflects changes within the underlying 
infrastructure portfolios, including the disposal of 
certain assets during 2024, combined with strategic 
changes where one infrastructure mandate was 
wound up and no longer reports into the Scheme’s 
metrics. 

The picture for Scope 3 is more mixed but is also 
largely driven by changes in reporting rather than 
underlying business activity. For SPP, Scope 3 
coverage and emissions have both increased, with 
the footprint rising from 120 to 140 tCO₂e/£m, which 
largely reflects the higher proportion of the portfolio for 
which Scope 3 data is now available and refinements 
to how one of the infrastructure strategies measures 
and reports these metrics. For SRP, Scope 3 
coverage has increased while both emissions and 
footprints have fallen. Currently, only one of the 
remaining infrastructure managers is able to provide 
Scope 3 data, and they have confirmed that the 
changes are primarily due to updates in their 
methodology for measuring and reporting Scope 3 
emissions rather than a material change in the 
underlying assets’ activity levels. 

Data coverage 

For Scope 1 and 2 emissions, data coverage remains 
strong for LDI, equity, property and infrastructure, with 
coverage typically close to or at 100% across all three 
Sections. Coverage for corporate credit has increased 
materially compared to last year (from around 9–10% 
to 57%), reflecting portfolio changes over 2024 where 
the Sections disinvested from one of the existing 
mandates and now invest through a single manager 
that is able to provide more comprehensive emissions 
data.  

Emissions data for illiquid credit is available for the 
first time this year following the inclusion of a new 
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mandate that reports carbon metrics, although 
coverage is still below that seen in the more 
established listed asset classes. As in previous years, 
there is no usable emissions data for property debt, 
and given the small size of this allocation we do not 
believe this represents a material gap in our 
understanding of the Scheme’s overall emissions 
profile. 

For Scope 3 emissions, data coverage is strongest in 
equity, property, and infrastructure, where managers 
are increasingly able to provide portfolio‑level Scope 3 
estimates. Coverage within corporate credit has 
improved in line with Scope 1 and 2, again driven by 
the consolidation of mandates into a single manager 
that reports more complete data. Infrastructure Scope 
3 coverage has also increased, although the reported 
figures for some mandates reflect changes in the 
approach to measuring and reporting Scope 3 
emissions rather than changes in underlying activity. 
By contrast, Scope 3 data is not available for illiquid 
credit, which is common for this asset class given the 
nature of the underlying exposures and current 
industry data limitations, and remains unavailable for 
property debt. 

Portfolio alignment 

The Scheme’s equity investments now have a 
portfolio alignment of around 56%, meaning that just 
over half of the underlying equity holdings are in 
companies with a scientifically verified net‑zero or 
Paris‑aligned target in place (up from c.55% last 

year). This modest improvement reflects continued 
investment in strategies with explicit climate‑related 
objectives and stronger transition commitments at 
issuer level, and we regard it as a positive indicator of 
how climate‑related risks are being managed within 
the equity portfolio. 

For other asset classes, alignment remains more 
limited, although there has been some movement 
compared with last year. Property now shows a 
portfolio alignment of around 17% (up from c.10%), 
indicating a growing share of property investments 
with recognised sustainability or net‑zero 
commitments. 

 

 

 

 

 

 

 

 

 

 

 

 

Notes on the data  

In general, we relied on information provided by the 
Scheme’s investment managers about their 
greenhouse gas emissions. Our adviser, Aon 
aggregated this information to calculate the metrics 
for the Scheme’s portfolio of assets.  

The exception to this is the metrics for the LDI; 
please see the Appendix for more information.  

Availability of data: 

▪ One Illiquid Credit and property debt manager 
did not provide any information. We have 
received explanations from these managers as 
to why this is the case and believe their 
explanations to be sufficient. We are continuing 
to engage with them in order to be able to 
report data in the future.  

▪ One illiquid credit manager was unable to 
provide Scope 3 information. 

▪ Carbon data for the Scheme’s cash 
investments and currency hedging has been 
excluded from the analysis due to the nature of 

the funds meaning that carbon data is not 
relevant to these investments. 

The reported emissions metrics may not fully 
capture the Scheme’s GHG emissions due to some 
missing data. We expect that future reports will 
benefit from improved information from managers. 
We plan to work collaboratively with managers who 
couldn't supply emissions data to express our 
expectations for future reporting. 

How we collected the carbon data 

Our investment adviser, Aon, collected the carbon 
emissions data from our managers on our behalf 
using the industry standard Carbon Emissions 
Template (“CET”). The CET was developed by a 
joint industry initiative of the Pension and Life 
Savings Association, the Association of British 
Insurers and Investment Association Working 
Group. The CET seeks to provides a standardised 
set of data to help pension schemes meet their 
climate reporting obligations.  
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Targets  

Climate-related targets help us track our efforts to manage the Scheme’s climate change 
risk exposure. 

In our first year of reporting, we set a target of reducing the carbon footprint by 50% vs a 31 December 2021 
baseline. We are engaging with our managers to encourage them to reduce their own carbon footprints and 
ensure their decarbonisation plans align with the Scheme’s target.  

Our target excludes LDI Investments given limited ability to influence sovereign investments and so initially 
covers only corporate credit and equity investments, where there is already data of a reasonable quality. 

 Trustee update 

Each year we review the suitability of the target we have set. Based on the data collected and the metrics 
calculated this year, we believe the target continues to be suitable.  

Our progress towards the target 

The tables below show the equity and corporate credit year-on-year progress.  

Equity 

Section 

Overall 
change 
since 2021 2024 2023 2022 2021 

SPP +19% 25 32 32 21 

SRP +14% 25 32 32 22 

Source: Investment managers 

Corporate credit 

Section 

Overall 
change 
since 2021 2024 2023 2022 2021 

SPP -35% 49 79 49 75 

SRP -36% 49 79 49 76 

SMP -33% 49 Not available 46 73 

Source: Investment managers 

The Scheme’s performance against the target is measured and reported on every year. Over time, this will 
show the Scheme’s progress against the target.  

Equity funds 

• Whilst the equity carbon footprints for SPP and SRP remain above the 2021 baselines, there has 
been an improvement over the past year.  

• For both Sections, the footprint has reduced from 32 in 2023 to 25 tCO₂e/£m in 2024, although this 
still represents an overall increase of around 19% (SPP) and 14% (SRP) versus 2021 levels of 21 and 
22 respectively. The recent improvement largely reflects the design of the Scheme’s ESG‑tilted global 
equity mandate, which excludes certain higher‑emitting companies, increases weights to issuers with 
stronger ESG characteristics and has an embedded objective to reduce index‑level carbon intensity 
over time. We recognise that further reductions will be needed to align with the 2030 target and that 
equities remain the area where the most progress is required.  

• However, we also note that the current footprints are materially lower than those we reported in the 
prior year and that the direction of travel over the last 12 months has been positive. On this basis, we 
continue to believe the target is appropriate and that there is scope for further decarbonisation over 
the remainder of the period to 2030. 

Corporate credit funds 
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• For corporate credit, the latest data shows more encouraging progress towards the target. Since 
2021, the carbon footprint has fallen from 75 to 49 tCO₂e/£m for SPP (a reduction of around 35%), 
from 76 to 49 tCO₂e/£m for SRP (around 36% lower), and from 73 to 49 tCO₂e/£m for SMP (around 
33% lower).  

• Although the footprint for SPP and SRP rose to 79 tCO₂e/£m in 2023, it has since reduced back to 49 
tCO₂e/£m in 2024, with these improvements driven by disinvestments and changes made to the 
Sections’ corporate credit portfolios over 2024.  

• Overall, we are encouraged by this progress and consider it consistent with achieving the 50% 
reduction target by 2030, provided that we and our investment managers maintain a clear focus on 
climate considerations when monitoring and, where appropriate, adjusting the credit portfolios. 

Steps we are taking to reach the target 

To improve data coverage, we will engage with the Scheme’s investment managers to improve the availability 
and reporting of emissions data for each asset class in which the Scheme is invested. Through ongoing 
pressure from asset owners collectively and new regulatory requirements for asset managers, we expect data 
coverage to improve over time and will engage further with managers if progress does not meet our 
expectations. 

To continue to progress towards our target, we plan to take the following steps: 

• We will continue to engage with the Scheme’s investment managers to understand their 
decarbonisation plans and encourage best‑practice reporting, including more granular and consistent 
disclosures on portfolio emissions. 

• Any new fund manager selections will also explicitly consider the carbon footprint and wider 
climate‑related risks and opportunities associated with the prospective investment strategy, alongside 
financial and governance criteria.
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Appendix 01 - Climate governance and risk 
management framework 

Climate governance  

As the Trustee of the Scheme, we are responsible for overseeing all strategic matters related to the Scheme. 
This includes the governance and risk management frameworks relating to climate-related risks and 
opportunities.  

Reminder: How the Scheme is structured 

The Scheme is a sectionalised scheme consisting of three sections: the SMP Section, the SPP Section and 
the SRP Section (each a “Section” and together “the Sections”). Each Section has its own ringfenced assets 
which are then invested to meet its own liabilities, i.e., the benefits promised to the members of that Section. 
This means that each Section also has its own investment strategy based on the proportion of assets relative 
to its liabilities, also known as its funding level. Each Section’s investment strategy incorporates de-risking, so 
as the funding level increases, the proportion of Section assets invested in the Growth and Credit portfolios 
decrease, and the proportion in the Liability Matching Portfolio increases. 

 

  

  

Climate Mission Statement 

As the Sopra Steria (Retirement Benefits Scheme) Trustees Limited, we aim to invest the assets of the 
Scheme prudently with the objective of ensuring that the benefits promised to members are provided for each 
Section. 

We acknowledge that climate change is financially material to our objective and believe the risks posed by 
climate change will have an impact on the Scheme's investments (and vice versa) over the Scheme’s time 
horizon. The stability of the Earth’s climate is therefore a key priority of ours and Sopra Steria Limited (the 
“Principal Employer”). 

As such, we recognise the importance of properly managing the risks and opportunities in relation to climate 
change. Climate change as a risk factor features in our investment decisions, strategy reviews and 
engagements with asset managers across all asset classes. 

We believe we have a duty to understand the wider/additive societal and environmental impact with the 
Scheme’s investments. These wider ESG considerations (including climate change) are also financially 
material and should therefore also be integrated into investment decision making in order to identify 
investment opportunities and risks. Management of climate change risks should not override or come at the 
expense of these wider ESG considerations. 
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Climate-related risks and opportunities are 
integrated into our risk management framework so 
we can maintain oversight of the climate-related 
risks and opportunities that are relevant to the 
Scheme. 

We receive training on a regular basis (at least 
annually) on climate-related issues to ensure that 
we have the appropriate knowledge and 
understanding to support good decision-making. 

Trustee beliefs and approach 

We have discussed and agreed our ESG and 
climate-related beliefs and our overarching 
approach to managing climate change risk. Details 
are set out in our RI policy, and in the Scheme’s 
Statement of Investment Principles (“SIP”) to which 
it is scheduled, of which it forms part and is 
reviewed annually. 

The RI policy is reviewed as part of any strategic 
review of the Scheme’s investment objectives and 
management of risk, or as required in response to 
changing regulations or broader governance issues. 
In 2025 we completed a formal review of the 
Scheme’s standalone RI Policy, which was first 
agreed in 2022, with an updated version approved 
in June 2025 and appended to the SIP. The 
updated policy sets out the Trustee’s responsible 
investment principles and expectations of 
investment managers in areas such as ESG 
integration, stewardship and climate‑related risk 
management. We will consider whether to 
re‑circulate the updated policy to all appointed 
managers, as we did following the 2022 review, to 
reinforce these expectations. 

Role of the JIC 

As set out above, the JIC is a sub-committee of the 
Trustee. The JIC is responsible for working closely 
with our investment adviser on all RI matters, with 
the ultimate aim of ensuring that the Scheme’s 
responsible investment strategy, including our 
approach to managing climate change risk and 
opportunities, remains appropriate. 

The key climate related activities undertaken by the 
JIC, with the support of our investment adviser, are: 

• Oversight and review of our Responsible 
Investment (“RI”) policy; 

• ESG and climate related monitoring of the 
Scheme’s investments, including periodic 
reviews of all funds used by the Scheme; 

• Reviewing climate scenario modelling as a 
risk management process as part of each 
formal triennial strategy review; 

• Identification of risks, new investment and 
other opportunities, including 

• the selection of new investments with 
explicit consideration of manager ESG 
integration and stewardship; 

• Reporting and disclosures, including 
publishing reports in line with the TCFD 
recommendations; 

• Engaging with asset managers to: ensure 
that stewardship activities are being 
undertaken appropriately by the asset 
managers on our behalf; understand how 
they are considering climate risks in their 
investment approach; and obtain and 
disclose relevant climate-related metrics; 
and 

• Regularly reviewing best practice regarding 
the identification and disclosure of climate-
related risks. This includes reviewing the 
calculation methodologies and availability of 
climate-related data as new data and 
information emerges. 

How we work with our advisors 

We expect our advisers and investment managers 
to bring important climate-related issues and 
developments to our attention in a timely manner. 
We expect our advisers and investment managers 
to have the appropriate knowledge on climate-
related matters. 

Investment adviser – our investment adviser 
provides investment-related strategic advice and 
support to the JIC and ourselves in respect of the 
management of ESG and climate-related risks and 
opportunities. 

This includes: 

• Investment strategy advice and reviews with 
consideration of RI issues;  

• Provision of regular training and updates on 
climate related issues;  

• Climate change scenario analysis;  

• Support on ESG monitoring and providing 
ESG ratings.  

Scheme Actuary - the Scheme Actuary, helps us 
assess the potential impact of climate-related risks 
on the Scheme’s funding where appropriate. 

Covenant adviser - our covenant adviser helps us 
understand the potential impact of climate-related 
risk on the sponsor covenant of the Principal 
Employer, the Sopra Steria Group. 

We review the ESG ratings of all our external 
advisers on a regular basis to ensure they are 
aligned with our expectations and suitably 
positioned to advise us on climate-related risks. We 
also specifically consider how our investment 
adviser has advised us on ESG (including climate) 
related matters as part of our annual review of their 
services. 
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 Trustee update 

Over 2025, the Trustee and Joint Investment Committee (JIC) carried out their duties in line with the 
agreed governance policies and processes around climate-risk management. 

This included reviewing and re‑approving the Scheme’s TCFD report (updated for 2023/24 data) and 
Engagement Policy Implementation Statement and arranging for these to be published on the Scheme 
website and referenced in the annual report and accounts. The Trustee also monitored progress against 
the Scheme’s target to reduce carbon emissions by 50% by 2030 and discussed how any future shortfall 
might be addressed through changes to either the target or the asset allocation. 

The JIC considered climate‑ and ESG‑related issues as part of its wider investment decision‑making 
during the year, including: the selection and implementation of a new short‑dated credit mandate with a 
net‑zero objective; the ongoing run‑off and proposed transfer of illiquid infrastructure assets in the context 
of the SMP Section buy‑in; and the approval of a new allocation to insurance‑linked securities to improve 
overall portfolio risk/return characteristics which is expected to be implemented and reported on in more 
detail in next year’s TCFD report. 

At its March 2025 meeting, the JIC also received further responsible investment training covering social 
factors within ESG (including modern slavery, workforce conditions and just transition), recent DWP and 
Taskforce on Social Factors guidance, and how these themes are incorporated into Aon’s manager 
research and engagement programme 

The Trustee continued to review its advisers against agreed objectives, including how investment advice 
reflected ESG (including climate‑related) considerations. No concerns were raised as part of these 
reviews. 
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Climate risk management framework 

The climate risk management framework is set out in the tables below. It is part of the Scheme’s wider risk 
management and is how we monitor the most significant risks to the Scheme. 

Activity Owner Support Frequency  

Climate change governance framework (this document) JIC Investment adviser Annual 

Publish TCFD report JIC Investment adviser Annual 

Training on climate related issues - Investment adviser At least annual 

Review adviser objectives to ensure advisers have appropriate 
climate capability, and bring important, relevant and timely 
climate-related issues to the Trustee’s attention 

Trustee Investment adviser Annual 

Ensure investment proposals explicitly consider the impact of 
climate risks and opportunities 

JIC Investment adviser Ongoing 

Ensure that actuarial and covenant advice adequately 
incorporate climate-related risk factors where they are relevant 
and material 

Trustee 
Scheme Actuary, 
Covenant adviser 

Triennial 

Engage with the investment managers to understand how 
climate risks are considered in their investment approach, and 
stewardship activities are being undertaken appropriately  

JIC 
Fund managers, 
Investment adviser 

Annual 

Undertake quantitative scenario analysis to understand the 
impact of climate related risks 

JIC Investment adviser Triennial 

Identify the climate-related risks and opportunities for investment 
& funding strategy and assess their likelihood and impact. 

JIC Investment adviser Annual 

Identify, assess and manage key climate related risks JIC Investment adviser Annual 

Include consideration of climate-related risks in the Scheme’s 
other risk processes and documents, such as the risk register 
and the SIP, and regularly review these. 

JIC - Annual 

Review continued appropriateness of metrics JIC Investment adviser Annual 

Obtain data for metrics JIC Investment adviser Annual 

Agree/review target  JIC Investment adviser Annual 

    

 2025 Trustee update 

We monitor the above activities as part of our ongoing management of the Scheme’s climate‑related risks 
and opportunities, which includes monitoring and reviewing progress against the Scheme’s climate change 
risk management plan. In 2025/26, we: 

• Completed climate change scenario analysis for the Scheme in line with regulatory requirements, 
including updating our analysis for the SMP Section following completion of the buy‑in and 
agreeing the approach to scenario analysis for the SRP and SPP Sections for inclusion in the 31 
December 2025 TCFD report. 

• Considered the relative merits and limitations of qualitative and quantitative climate scenario 
analysis and agreed that our approach should develop in sophistication over time while 
recognising the uncertainties inherent in long‑term climate modelling. 

• Reviewed proposed content and timelines for the 2025/26 TCFD report, including the climate 
metrics gathered for the Scheme and how the results of the scenario analysis can inform future 
investment and funding strategy discussions. 
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Appendix 02 – Climate risk categories 

Climate-related risks are categorised into physical and transition risks. Below are examples of transition and 
physical risks.  

Transition risks 

Transition risks relate to how well an organisation can adjust to reducing greenhouse gas emissions and 
switching to renewable energy. These risks include four main areas: policy and legal issues, technological 
changes, market shifts, and reputation concerns. 

Policy and legal  Technology 

Examples 
Increased pricing of GHG emissions 
Enhanced emissions-reporting obligations 
Regulation of existing products and services 

 Examples  
Cost to transition to lower emissions technology 
Unsuccessful investments in new technologies 

Potential financial impacts 
Increased operating costs (e.g. higher compliance 
costs, increased insurance premiums) 
Write-offs, asset impairment and early retirement of 
existing assets due to policy changes 

 Potential financial impacts 
Write-offs and early retirement of existing assets 
Capital investments in technology development 
Costs to adopt new practices and processes 

   

Market  Reputational 

Examples  
Changing customer behaviour 
Uncertainty in market signals 
Increased cost of raw materials 

 Examples 
Stigmatisation of sector 
Increased stakeholder concern or negative 
stakeholder feedback 

Potential financial impacts 
Reduced demand for goods and services due to shift 
in consumer preferences. 
Abrupt and unexpected increases in energy costs. 
Re-pricing of assets (e.g., fossil fuel reserves, land 
valuations, securities valuations). 

 Potential financial impacts 
Reduced revenue from decreased demand for 
goods and services. 
Reduced revenue from decreased production 
capacity  
 

 

Physical Risks 

Physical risks are the physical effects of climate change on a company's operations. They impact how well a 
company can function due to climate disruptions. These risks are divided into acute risks, which are sudden 
extreme climate events, and chronic risks, which are long-term climate trends. 

Acute  Chronic 

Examples  
Extreme heat 
Extreme rainfall 
Floods 
Droughts 

 Examples 
Water stress 
Sea level rises 
Land degradation 
Variability in temperature  

Appendix 03 – Climate-related risk assessment in 
detail 

The following tables summarise the transition and physical risks for each asset class the Scheme is invested 
in. Each table is based on ratings and commentary provided by the manager(s). 
 
Equities  
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Relevant to SPP and SRP sections only 

Physical Risks  Transitional Risks 

 Acute Chronic 

Short ●G ●G 

Medium ●A ●G 

Long ●A ●A 
 

  Regulatory Technology Market Reputation 

Short ●A ●G ●G ●G 

Medium ●R ●A ●A ●A 

Long ●R ●A ●R ●A 
 

 
Physical risks remain relatively geographically 
concentrated and long term in nature and, in the 
short term, are not expected to have a material 
financial impact at a broad equity market level. 
 
In the medium term, acute physical risk exposure 
is expected to increase as extreme weather 
events become more frequent and severe, leading 
to greater potential for disruption to production 
and supply chains. 
 
Over the long term, both acute and chronic 
physical risks are expected to become more 
significant. Heat stress, rising sea levels and 
changes to weather patterns are likely to affect 
companies’ profitability through impacts on labour 
productivity, supply chains and physical 
infrastructure. Companies that do not adapt to 
changing climate conditions may find it harder to 
maintain their operations and business models. 

  
In the short term, transition risks for global equities are expected to 
remain limited overall, with some potential for additional regulatory 
requirements on climate‑related reporting and carbon pricing. 
Technology, market and reputational risks are not expected to be 
financially material at a global equity level over this period. 
 
The medium term is a crucial period for the climate transition. As 
policy strengthens to stay within global carbon budgets, carbon 
pricing and other climate‑related regulation are expected to 
increase, particularly affecting higher‑emitting sectors such as 
utilities and industrials. Companies that are slow to adapt their 
business models or invest in lower‑carbon technologies may face 
squeezed profit margins, asset stranding and higher financing costs. 
 
Over the long term, further increases in carbon prices and the wider 
shift away from fossil fuels are expected to have material 
implications for equity valuations, especially where companies have 
not taken sufficient early action. The manager expects significant 
differences in outcomes within sectors, with better‑prepared 
companies more likely to benefit from the transition and late 
adopters facing greater financial risk. 

 

Overall, we do not believe that any immediate action is required regarding the climate-related risks relevant to the 
Scheme’s equity investments 
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Property  

Physical Risks  Transitional Risks 

 Acute Chronic 

Short ●G ●G 

Medium ●A ●A 

Long ●A ●A 
 

  Regulatory Technology Market Reputation 

Short ●G ●G ●G ●A  

Medium ●A ●A ●A ●A 

Long ●A ●A ●A ●A 
 

 
In the short term, physical climate risks for the 
property portfolio are assessed as low. While 
extreme weather events and changing weather 
patterns are already occurring, these are not 
expected to have a material financial impact at 
portfolio level over the next few years. 
 
In the medium and longer term, the physical effects 
of a changing climate are expected to become 
more important. Higher temperatures, changing 
precipitation patterns, more frequent extreme 
weather events and potential constraints on water 
availability could all affect the operation and 
maintenance of buildings and the attractiveness of 
certain locations. These factors may increase costs 
(for example, through higher cooling requirements 
or adaptation measures) and could influence 
long‑term rental and capital values. 

  
In the short term, transition risks are generally assessed as low, 
although reputational considerations are becoming more relevant 
as clients and other stakeholders place increasing emphasis on 
sustainability characteristics of buildings. 
 
Over the medium and long term, regulatory, technological, market 
and reputational transition risks are all expected to rise. Tougher 
building regulations and energy‑efficiency standards, the phase‑out 
of fossil‑fuel‑based heating systems and growing demand for 
low‑carbon, energy‑efficient buildings may increase capital 
expenditure requirements and create a clearer distinction between 
“green” and “brown” assets. Properties that fail to keep pace with 
evolving standards and occupier expectations may face higher 
vacancy rates, lower rents or valuation discounts. 

 
We remain comfortable that our appointed property manager is actively managing climate‑related risks and 
opportunities on our behalf. However, given that both physical and transition risks for this asset class are expected 
to increase over time, we will continue to review this allocation, with a specific focus on climate‑related risks, as part 
of our regular triennial strategy review process. 
 

Source: Managers, Aon.  
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Property Debt  

Physical Risks  Transitional Risks 

 Acute Chronic 

Short ●A ●G 

Medium ●A ●A 

Long ●R ●A 
 

  Regulatory Technology Market Reputation 

Short ●A ●A ●A ●A  

Medium ●R ●A ●R ●G 

Long ●A ●G ●R ●G 
 

 
In the short to medium term, the most acute 
physical risk for the underlying properties is 
flooding and storms, with every asset in the 
portfolio assessed as having at least a medium 
level of exposure. While current management 
practices and asset design help to mitigate 
day‑to‑day impacts, more frequent and severe 
events could increase repair, maintenance and 
insurance costs and, in extreme cases, affect 
tenants’ ability to occupy the buildings and meet 
their rental commitments. 
 
In the medium and long term, a majority of 
properties within the portfolio are also exposed to 
heat‑related risks. Higher temperatures are 
expected to increase cooling and ventilation 
requirements and may drive the need for retrofits to 
maintain acceptable internal conditions. These 
additional costs, alongside potential physical 
damage from more frequent extreme weather 
events, could affect property valuations and, in 
turn, the credit quality of the loans secured against 
them. 
 

  
In the short term, the key transition risks relate to emerging 
regulation, technology choices and changing market expectations. 
There is a risk of investing in low‑carbon technologies too early in 
their development, leading to additional capital expenditure if 
systems prove less effective than expected and need to be 
replaced or upgraded. Early stages of tighter building regulations 
and energy‑efficiency standards may also start to influence 
borrower behaviour and refinancing risk, but are not yet expected 
to be the main driver of performance. 
 
Transition risks are expected to increase in the medium term as 
regulations to improve building energy performance intensify and 
the concept of “brown discounts” becomes more entrenched. 
Tougher building codes and guidelines are likely to reinforce a 
two‑tier market between sustainable and non‑sustainable assets, 
which can impact sale prices and refinancing terms for properties 
that do not keep pace. There is also likely to be an increased 
expectation for voluntary carbon offsetting and other 
climate‑related measures, further adding to costs for some 
borrowers. 
 
Over the long term, as more businesses commit to becoming Net 
Zero by 2030 or 2050, occupiers are expected to increasingly 
demand Net Zero or highly energy‑efficient buildings. As none of 
the buildings in the current portfolio are yet Net Zero compliant, 
there is a risk that assets which do not transition could lose 
occupiers or require significant capital expenditure to remain 
attractive. This could weaken cash flows, increase default risk and 
adversely affect recovery values on the underlying loans. 
 

We are comfortable that no immediate action is required regarding the Scheme’s Property Debt investments given 
the very small allocation to this asset class across the Sections of the Scheme. 
 

Source: Managers, Aon.  
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Corporate Credit  

Physical Risks  Transitional Risks 

 Acute Chronic 

Short ●G ●G 

Medium ●G ●G 

Long ●G ●G 
 

  Regulatory Technology Market Reputation 

Short ●G ●G ●G ●G 

Medium ●G ●G ●G ●G 

Long ●G ●G ●G ●G 
 

 
Over the short to medium term, the manager’s 
qualitative and quantitative climate analysis 
indicates that physical risks such as extreme 
weather events and gradual changes in climate 
patterns are expected to have a limited impact at 
portfolio level. The manager’s stress‑testing of the 
underlying holdings shows only small negative 
effects from physical climate factors, with no 
material concentrations in sectors or issuers that 
would significantly increase exposure. 
 
Over the long term, the manager acknowledges 
that physical climate risks remain relevant as 
temperatures and related impacts continue to 
evolve. However, based on the latest analysis of 
the current portfolio, the manager indicates that 
these risks are still expected to have a low overall 
financial impact, which supports Green ratings 
across all time horizons. 

  
For transition risks, the manager’s qualitative narrative and 
portfolio stress‑testing suggest that, in the short term, risks linked 
to climate policy, technological change, market dynamics and 
reputation are low, with only modest impacts on the value of the 
portfolio under plausible transition pathways. 
 
Over the medium and long term, the manager’s analysis reflects an 
expectation of further changes in regulation, carbon pricing, 
technology and customer preferences, but the associated 
stress‑test results point to only small adverse effects and no 
significant concentrations in higher transition‑risk sectors. On this 
basis, the manager indicates that transition risks across policy and 
legal, technology, market and reputation remain low over all time 
horizons. 

 
Similar to the Scheme’s property investments, there are currently no immediate climate‑related concerns within the 
corporate credit portfolio that need addressing, with the remaining manager assessing both physical and transition 
risks as low across all time horizons. These risks are, however, expected to evolve over time and will therefore 
continue to be reviewed as part of the Scheme. 
 

Source: Managers, Aon.  
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Asset-Backed Securities 

Physical Risks  Transitional Risks 

 Acute Chronic 

Short ●R ●A 

Medium ●R ●R 

Long ●R ●R 
 

  Regulatory Technology Market Reputation 

Short ●A ●A ●A ●A 

Medium ●R ●R ●A ●R 

Long ●R ●R ●R ●R 
 

 
The manager’s latest qualitative analysis indicates 
that physical climate risks for the ABS portfolio 
have increased and are now more material, 
particularly for the underlying collateral backing 
these structures. In the short term, acute physical 
risks (such as extreme weather events) are 
assessed as high, with chronic risks (such as 
gradual changes in climate patterns) at a medium 
level, reflecting sensitivity of certain underlying 
loans and properties to localised physical events. 
Over the medium and long term, both acute and 
chronic physical risks are viewed by the manager 
as high, as more frequent and severe events, and 
longer‑term climate shifts, are expected to have a 
greater potential impact on collateral values and 
borrower cashflows. 

  
For transition risks, the manager indicates that short‑term exposure 
across regulatory, technology, market and reputational channels is 
at a medium level, as most structures and borrowers are expected 
to be relatively resilient to near‑term changes, but some sensitivity 
remains. Over the medium term, the manager assesses regulatory 
and technology risks as high, with market and reputational risks at 
medium to high levels, reflecting the potential for more stringent 
climate policies, changes in required standards for underlying 
assets and evolving investor and consumer preferences to affect 
certain segments of the collateral pool. Over the long term, the 
manager’s assessment is that transition risks across all four 
categories may become high, as continued policy tightening, 
technology shifts, changing market dynamics and climate‑related 
reputational considerations are expected to play a larger role in 
determining borrower viability and collateral performance. 

 
There is one investment manager appointed by the Trustee for the Scheme’s asset backed securities portfolio. While 
the manager’s latest assessment indicates that both physical and transition climate risks for this asset class are 
now more pronounced over the medium to long term, there are currently no specific climate-related concerns that 
require immediate action. These risks will continue to be monitored and reviewed alongside the manager’s ongoing 
climate risk analysis as part of the Scheme’s regular oversight process. 

 

Source: Managers, Aon.  
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Illiquid Credit 

Physical Risks  Transitional Risks 

 Acute Chronic 

Short ●A ●G 

Medium ●A ●G 

Long ●A ●G 
 

  Regulatory Technology Market Reputation 

Short ●G ●G ●G ●G 

Medium ●A ●A ●A ●G 

Long ●A ●A ●A ●G 
 

 
The manager’s latest qualitative assessment 
indicates that acute physical risks for the illiquid 
credit portfolio (such as severe weather events 
affecting individual or Small and Medium-sized 
Enterprise (“SME”) borrowers) are now considered 
to be at a medium level across all time horizons. 
While exposure across the portfolio to such events 
remains limited, the manager continues to expect 
that severe weather events can drive up defaults 
from borrowers, leading to an Amber rating for 
acute physical risks over the short, medium and 
long term.  
 
Chronic physical risks (such as gradual changes in 
weather patterns) are still assessed as low, 
reflecting the fact that most current deals typically 
mature within five years, giving the manager scope 
to structure future transactions to address more 
gradual changes as they emerge. 
 

  
For transition risks, the manager continues to view short‑term 
regulatory, technology, market and reputational risks as low 
overall, leading to green ratings over this horizon. In the medium 
and long term, the manager sees somewhat higher exposure to 
regulatory, technology and market risks, resulting in Amber ratings.  
 
This reflects ongoing concerns that borrowers connected to 
emerging sustainable technologies may face higher‑than‑expected 
costs or disappointing uptake, and that SMEs in more traditional 
sectors (including those linked to the combustion vehicle supply 
chain or slower to adapt to technological change) could experience 
increased pressure over time. Reputational risks remain assessed 
as low across all time horizons. 

While the manager’s latest assessment reflects medium levels of acute physical risk and some medium transition 
risks over the medium to long term, there are currently no material climate‑related risks that require immediate 
action. These risks will continue to be monitored as part of the Scheme’s regular oversight and review process. 

Source: Managers, Aon.  
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Appendix 04 – GHG emissions  

Greenhouse gases trap heat in the atmosphere, keep the Earth’s surface and 
atmosphere warm. They warm the Earth by absorbing sunlight and re-emitting 
it as heat. Human activities, like burning fossil fuels and deforestation, increase 
greenhouse gases, making the atmosphere more effective at trapping heat.  

Since the Industrial Revolution, greenhouse gas levels have risen significantly. 
The Kyoto Protocol1 identifies six major greenhouse gases, with human-made 
carbon dioxide being the largest contributor to global warming. Each gas has 
different global warming potential and atmospheric persistence, so emissions 
are measured as carbon dioxide equivalent (CO2e) for comparison. 

Greenhouse gases are categorised into three ‘scopes’ by the Greenhouse Gas 
Protocol, the world’s most used greenhouse gas accounting standard.  

Scope 1: All direct emissions from the activities of an organisation which are 
under their control; these typically include emissions from their own buildings, 
facilities and vehicles 

Scope 2: These are the indirect emissions from the generation of electricity 
purchased and used by an organisation 

Scope 3: All other indirect emissions linked to the wider supply chain and 
activities of the organisation from outside its own operations – from the goods it 
purchases to the disposal of the products it sells 

 Main greenhouse 
gases identified by 
the Kyoto Protocol 

CO2 

Carbon dioxide 

CH4 

Methane 

N2O 
Nitrous oxide 

HFCs 
Hydrofluorocarbons 

PFCs 
Perfluorocarbons 

SF6 

Sulphur hexafluoride 

Overview of GHG Protocol scopes and emissions across the value chain  

 
Source: Greenhouse Gas Protocol, https://ghgprotocol.org/sites/default/files/standards/Corporate-Value-Chain-Accounting-Reporing-
Standard_041613_2.pdf, 2011 

 
1 https://unfccc.int/kyoto_protocol  

https://ghgprotocol.org/sites/default/files/standards/Corporate-Value-Chain-Accounting-Reporing-Standard_041613_2.pdf
https://ghgprotocol.org/sites/default/files/standards/Corporate-Value-Chain-Accounting-Reporing-Standard_041613_2.pdf
https://unfccc.int/kyoto_protocol

