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Since the COVID-19 pandemic, Environmental, 
Social and Governance (ESG) has become even 
more of an important subject for clients and 
investors as it is both a way to do well and a way 
to mitigate risk in the long term.

Globally, sustainable funds based on ESG themes pulled in a 
record-breaking $20.6 billion of new money in 2020 – almost 
four times the 2019 figure of $5.5 billion, itself a record.

The ESG reporting landscape is complex, ranging from 
frameworks that include the Sustainability Accounting 
Standards Board (SASB), the Task Force on Climate-related 
Financial Disclosures (TCFD) and the Global Reporting 
Initiative (GRI) to organisations like Sustainalytics that rate 
the sustainability of listed companies based on their ESG 
performance, to name but a few. 

There are significant moves to create more harmony 
between the various standards and frameworks, such as the 
merger of SASB and the International Integrated Reporting 
Council (IIRC), collaboration between GRI and SASB and the 
proposed creation of an IFRS sustainability standard which 
in many ways could be a game changer on the investor 
engagement side. 

The simple truth is that not taking ESG reporting seriously is 
no longer an option. Listed companies must understand how 
investors analyse ESG and respond to that in their reporting 
because this will ultimately impact the availability and cost 
of capital open to them.

Introduction

In this report, we examine 39 Annual Reports from FTSE 100 
companies. Using the London Stock Exchange’s industry 
labels, we analysed the most recent reports of the two 
largest companies in each industry by market cap, covering: 

ESG integration  p9

ESG materiality p12

ESG strategy p15

ESG performance p18

ESG governance p21

Independent standards and frameworks p24

The report offers practical advice on integrating ESG into 
corporate reporting and what best practice looks like today.

If you would be interested in hearing more about the 
research, how well your company is integrating ESG into 
its reporting and how Luminous can help you meet your 
investor needs, please do get in touch. 

Lastly, I would also like to take this opportunity to thank Nina 
Kefer, Sarah Roper, Rachel Madan and Sheila Morrison for 
their input into this research. 

Stephen Butler
stephen.butler@luminous.co.uk

Luminous is delighted to 
present the seventh edition 
of Reporting Matters, 
focused on ESG integration 
and disclosure within FTSE 
100 corporate reporting. 

2

mailto:stephen.butler%40luminous.co.uk?subject=Reporting%20Matters%20Issue%207


Reporting Matters | Issue 7

Severn Trent Water stood out in our review as a 
company that genuinely walks the talk, with social 
purpose and sustainability fully embedded in  
what it does and, in turn, fully integrated its ESG 
story across its reporting suite and corporate 
communications.

Best-in-class case study

CREATING AN 
AWARD-WINNING 
ESG SUITE FOR 
SEVERN TRENT

We are seeing two main 
approaches to best-in-class ESG 
reporting – a ‘family of reports’ ESG 
suite and a more integrated Annual 
Report. The broader ‘ESG suite’ 
approach is more effective in the 
way it targets different audiences 
and layers information through 
multiple delivery channels.
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Best communication  
of ESG, FTSE 100 
The IR Society Best  
Practice Awards
Best Investor Day 
IR Magazine Awards
Best Annual Report,  
FTSE 100 
The IR Society Best  
Practice Awards 
(shortlist)

https://www.severntrent.com/content/dam/stw-plc/interactive-sustainability-report/index.html#page=1
https://www.severntrent.com/content/dam/stw-plc/shareholder-resources/ara-annual-report-2021.pdf
https://www.severntrent.com/content/dam/stw-plc/shareholder-resources/ara-annual-report-2021.pdf
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AN ESG  
STORY  
ON A PAGE

Severn Trent Water cemented its position as a strong 
ESG stock at its Capital Markets Day. To give the audience 
a useful reference guide, Luminous created a foldout poster 
and infographic which outlined the organisation’s approach to 
sustainability.

BRINGING ESG TO LIFE IN 
THE ANNUAL REPORT
As ESG rises up the corporate agenda,  
there is a good deal of talk about purpose-led 
companies and the role of corporate business 
in wider society.  Severn Trent Water’s Annual 
Report contained several standout ESG features 
including its opening strong commitment 
to purpose and values, its detailed ESG 
disclosures, its ‘Living our values’ employee 
focus and its thoughtful s172 statement. 

The visual treatment, 
which focused on people 
and nature, combined 
with ESG-focused 
narrative to deliver 
powerful purpose-led 
corporate reporting.

Infographics were used 
to present complex 
information in an 
accessible manner.

The Annual Report 
presented a strong 
commitment to purpose 
and values, detailed 
ESG disclosures and 
key achievements of 
its ‘Living our values’ 
employee campaign.

The expert’s view: Stephen Butler, 
Director of Investor Engagement & ESG Disclosure
Severn Trent’s Annual Report is a leader in many of our categories. 
The report evidences a clear approach, with a consistent point of view 
on material ESG issues and long-term focus on value creation.

The foldout included key 
data and stories about 
ESG activities.
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The expert’s view: Rachel Madan, 
Director of Sustainability & Impact
Severn Trent’s Sustainability Report is as credible as it is engaging.  
The in-depth analysis of material issues is supported by a solid strategy 
and detailed case studies, backed up by robust targets and KPIs.  
This is brought to life through interactive elements. The content is 
serious, but the experience of reading it is fun.

A DIGITAL-FIRST APPROACH TO 
SUSTAINABILITY REPORTING
Having created Severn Trent’s first standalone 
Sustainability Report in 2020, in 2021 we adopted 
a ‘digital-first’ approach, creating the report as a 
landscape interactive PDF which includes animated 
content, hyperlinked page drivers and a top 
navigation to provide a ‘browser-like’ experience.  

The simple graphic 
creative style enabled easy 
repurposing of visual assets 
across social channels.

PRESENTING THE ESG STORY  
ON FILM AND SOCIAL
The animation showed how Severn Trent Water was 
investing billions in creating a better environment: 
improving biodiversity, reducing leakage and educating 
the next generation about water and the environment. 
A shorter edit was repurposed for use on social media.

The digital-first approach 
meant designing the 
report in a way that worked 
responsively across all kinds 
of mobile devices.
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We helped the core sustainability reporting team to identify 
the universe of potential material issues, sourced through peer 
benchmarking and identifying sector trends in GRI, SASB, UN 
SDGs, and other sector-led initiatives. 

We validated Severn Trent’s existing stakeholder engagement 
process for completeness and created a prioritisation 
scoring rubric aligned with the company’s enterprise risk 
management framework.

To highlight the importance of sustainability to the business 
at leadership level, a video from the Chief Executive featured 
prominently, introducing the report and setting out the Group’s 
strategic ambitions in the ESG space.

DOUBLE MATERIALITY
Luminous’ Sustainability & Impact team 
conducted a double materiality assessment 
to identify material issues and provide a 
solid foundation for Severn Trent Water’s 
sustainability strategy and reporting.

The final shortlist of material issues is linked to 
Severn Trent’s most important KPIs and sustainability 
strategy. Each material issue is examined in a forward-
looking deep dive, which adds external insight and 
stakeholder voices.

The at a glance section provides a snapshot of 
achievements which can be easily repurposed in 
social media channels.

A high-level animated infographic highlights the most 
important impacts, and readers can zoom in on these 
stories for an introduction to the topic. Each pop-up 
then connects to a further section within the report.

The digital-first approach meant 
designing the report in a way that 
worked responsively across all 
kinds of mobile devices.
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Meet the team

Nina Kefer 
Consultant

Rachel Madan 
Director of Sustainability  
& Impact

Stephen Butler
Director of Investor 
Engagement & ESG 
Disclosure

Sarah Roper
Junior Consultant 

Sheila Morrison 
Director of Brand & Culture 
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Summary of key findings

ESG is increasingly integrated in the Annual Report of FTSE 100 companies… … but there is still room for improvement

31% 
do not discuss 
their materiality 
assessment

54% 
of companies mention ESG 
in key sections throughout 
the Annual Report

80% 
are fully or partially aligned 
with the TCFD

90% 
have formulated an ESG 
strategy or integrated 
ESG elements into their 
corporate strategy

20% 
align their corporate or 
ESG strategy to the UN 
Sustainable Development 
Goals (SDGs)

31% 
have a stated ESG strategy

82% 
have identified a person or committee  
with an ESG remit

87% 
have identified material  
ESG issues 

87% 
have set timeframes for 
some or all of their ESG 
priorities

61% 
have built their ESG strategy 
around their material issues

26% 
track all their material 
issues in a performance 
table

13% 
have no 
timeframes 
for their ESG 
priorities

8% 
align their ESG 
reporting with 
SASB or GRI

13% 
do not explain why  
they are committed  
to their ESG priorities

31% 
do not consider 
ESG in executive 
remuneration

13% 
mention ESG 
in leadership 
statements

33% 
have set targets 
for their ESG 
priorities

66% 
disclose little 
or no detail 
about their non-
financial due 
diligence process

8Summary of 
key findings



INTEGRATIONESG
Overview

With ESG emerging as a topic investors 
increasingly expect businesses to focus on, 
most FTSE 100 companies have an ESG or a 
similarly named section in their Annual Report. 

Traditionally, this will be a section where the bulk of the ESG 
discussion takes place. It usually covers everything from 
information required by the Companies Act 2006 (Strategic 
Report and Directors’ Report) Regulations 2013 and EU Non-
Financial Reporting Directive (NFRD), such as greenhouse 
gas (GHG) emissions and diversity data, to non-financial case 
studies and specific ESG strategies. However, it is important 
to recognise that more and more FTSE 100 companies 
are coming to understand the significant and intrinsic 
link between their ESG performance and the overarching 
success of their business. As such, they increasingly 
adopt an ‘integrated’ approach to reporting, whereby ESG 
information features in some or all key sections of the report. 
Therefore, in terms of best practice in corporate reporting, 
a key indicator of a company’s ESG commitment involves it 
having ESG-related discussions integrated throughout its 
Annual Report. 

9
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What we are seeing

In the context of this Luminous study 
of integrated reporting, over half of the 
companies in our sample discussed ESG in 
key sections of their Annual Report, such as 
leadership statements, business model,  
strategy and KPIs. 

Additionally, one-third of our sample primarily discussed ESG 
in a designated section of the report with brief mentions 
elsewhere. This is a significant finding as it suggests 87% of 
sampled companies have chosen to adopt a substantially 
‘integrated’ approach to reporting in their most recent 
disclosures. However, it must be mentioned that to score 
against these criteria, the most basic of ESG information 
outside the designated ESG section would qualify. Therefore, 
these statistics are partly derived from sometimes generic 
mentions of sustainable growth, compulsory carbon intensity 
ratios or broad, unsupported statements of ESG commitment.

When diving deeper into the data detailing where ESG 
information featured in the Annual Reports of our sample, 
leadership statements emerged as the most common 
section of the Annual Report to hold such content. 
Traditionally, leadership statements outline the highlights of 
the year for the business. As 37 out of 39 sampled reports 
mentioned ESG topics in the leadership statements, it can 
be concluded that ESG is a key message that leaders are 
trying to communicate to investors and stakeholders alike 
through their opening letters. This finding is significant as it 
indicates that ESG is recognised as an important issue from 
the top down.    

Furthermore, the second most common section of the 
report to feature ESG was the risk management section. 
This may be a reflection of the increased focus on climate-
related issues by the quoted company sector which has 
now been formalised through the Financial Conduct 
Authority (FCA) making TCFD reporting mandatory in the 
Annual Report for premium-listed companies with reporting 
periods beginning on or after 1 January 2021. The TCFD 

was established by the Financial Stability Board with the 
aim of improving the reporting of climate-related risks and 
opportunities and involves disclosing how organisations 
identify, assess and manage climate-related risks. The ESG 
risks presented in 12% of the sampled reports mostly sat 
under the ‘E’ measure of ESG. This included companies 
identifying climate change and its impacts, such as severe 
weather, water stress, cost and accessibility of materials or 
shifts in the political and regulatory landscape, as a principal, 
long-term risk. Consequently, this finding correlates to the 
UK Government’s plan of rolling out TCFD reporting more 
widely going forward. However, while it is encouraging that 
climate change is increasingly recognised as a principal or at 
least an emerging risk, it must be emphasised that the TCFD 
is about identifying opportunities as well as risks.

Lastly, a severe lack of ESG integration was highlighted in 
the corporate purpose statements of the reports sampled. 
This conflicts with the Financial Reporting Council’s (FRC) 
ambition to encourage more companies to use their purpose 
as a ‘North Star’ to guide group strategy. With only 9% of our 
sample presenting a group rationale linked to ESG, it can 
be suggested that businesses should do more to underline 
the credibility of their ESG commitments by linking ESG into 
their corporate purpose and from there into strategy, given 
that the UK Corporate Governance Code (2018) requires 
companies to shown alignment between the two.  

  ESG discussed in key sections throughout  
 entire report 

 54%

   ESG discussed primarily in ESG section but  
briefly elsewhere in the report 

33%

  ESG discussed only in separate ESG section 

 8%

  No qualitative ESG discussion outside  
 mandatory statements 

 5%

ESG INTEGRATION IN 
THE ANNUAL REPORT

At a glance10%

9%

4%

7%

13%

10%

9%

9%

10%

12%

10%

Leadership statements

Performance/KPIs

Purpose

Business model

Risk

Vision/mission

Market

Governance report

Values/behaviours

Strategy

SECTIONS MENTIONING ESG*

*outside a dedicated ESG section
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Best-practice considerations

So how should companies approach ESG integration and what should 
they consider when communicating ESG information in their Annual 
Report? Below, and at the end of each subsequent section, we share 
our key recommendations. For a full list of our ESG-related services 
including ESG disclosure and integration, TCFD guidance, reporting 
framework alignment, KPI development and target setting, ESG 
capital markets events and Board and Executive Committee training 
on ESG issues, please see page 27.

Demonstrate the link between corporate 
purpose and ESG. 

Detail the key capitals used to create and 
sustain value and give examples of how a 
sustainable business creates value.  

Address long-term sustainability 
commitments and sustainability performance 
in your leadership statements. 

Reference relevant sustainability principles in  
your strategy. 

Outline key non-financial risks and 
opportunities. 

Add non-financial performance to the 
key highlights, alongside financial and 
operational performance, to demonstrate 
equal footing.

Reports in focus

SSE neatly integrates ESG discussion into key sections 
of its 2020 Annual Report. The company’s commitments 
are comprehensive, detailed and action the best-practice 
guidelines outlined above. The report makes great effort 
to demonstrate the link between corporate purpose 
and ESG especially through SSE’s leadership statements 
and strategy discussion. From beginning to end, the 
report details high-quality ESG information, most notably 
through the storytelling tools of case studies supported 
by compelling schematics and page design. 

  Download the report here

SSE Annual 
Report 2020
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STRATEGIC REPORT

PURPOSE-LED AND  
STAKEHOLDER 
FOCUSED
This Annual Report, comprising a Strategic Report, 
a Directors’ Report and Financial Statements, is the 
first to be published by SSE since the UK Corporate 
Governance Code 2018 became applicable to it. 

Stakeholder engagement
In the early part of the coronavirus outbreak 
in the UK and Ireland, we were grateful to 
investors who encouraged the Company  
to focus not only for shareholders but on all 
stakeholders; and to maintain a focus on the 
long term. This comes naturally to SSE; and 
SSE believes it is ultimately in shareholders’ 
best interest to do this. 

In support of discharging its Section 172 
duties, the Board has adopted a strategic 
approach to stakeholder engagement. 
SSE identifies six key stakeholder groups 
and recognises that the purpose of 
stakeholder engagement is to ensure that 
the perspectives, insights and opinions of 
stakeholders are understood and taken 
account of when key strategic, financial  
or operational decisions are being taken,  
so that those decisions:
• Are more robust and sustainable in 

themselves.
• Support SSE’s strategic goal of creating 

value for shareholders and society.

The Board and Group Executive Committee 
believe that fostering SSE’s business 
relationships and maintaining effective 
stakeholder engagement should help to 
ensure that SSE is a company in which 
people want to invest, from which people 
want to buy, with which people want to 
partner and for which people want to work. 
SSE’s approach to stakeholder engagement 
is set out in more detail on page 12 . 

At the same time, it is simply not possible for 
all of SSE’s decisions to result in a positive 
outcome for every stakeholder interest. 
By considering the Company’s purpose, 
vision and values, together with its strategic 
priorities and recognition of the importance 
of its social contract, however, it should be 
possible for stakeholders to assess whether 
decisions are robust and sustainable in 
themselves and coherent as a whole.

SSE welcomes the clear statement in 
the Code that “companies do not exist 
in isolation. Successful and sustainable 
businesses underpin our economy and 
society by providing employment and 
creating prosperity. To succeed in the 
long term, directors and the companies 
they lead need to build and maintain 
successful relationships with a wide range 
of stakeholders. These relationships will 
be successful and enduring if they are 
based on respect, trust and mutual benefit. 
Accordingly, a company’s culture should 
promote integrity and openness, value 
diversity and be responsive to the views  
of shareholders and wider stakeholders”.

The importance of the Code’s statement has 
been demonstrated in full by the impact of 
coronavirus (COVID-19) on people, society, 
the economy and business. It is now clearer 
than ever that “companies do not exist in 
isolation” and that they need to “maintain 
successful relationships with a wide range  
of stakeholders”.

The coronavirus outbreak in the UK and 
Ireland started late in SSE’s financial year 
and had some impact on the Company’s 
Financial Statements for 2019/20. It clearly 
dominated the first months of the new 
financial year. In the Strategic Report 
and the Directors’ Report we therefore 
seek to address, insofar as is possible, 
coronavirus amongst the other trends 
and factors that could affect the future 
development, performance and position 
of SSE’s businesses. It is difficult, however, 
to properly forecast with accuracy the 
pandemic’s human, social, economic  
and business impact. SSE’s overriding 
priority has been to support safe and  
secure supplies of electricity on which  
the response to coronavirus depends and  
in addition to that to do the right things  
to position SSE well for the long term.

SSE’s social contract
The Code’s recognition that companies 
exist within an interconnected society is 
consistent with SSE’s long-held view, set 
out in previous Annual Reports, that it has 
a social contract to fulfil. We understand 
that SSE relies on the societies it operates 
within to maintain good public services and 
infrastructure, provide human capital and 
give the right to earn a reasonable profit 
and remunerate shareholders for their 
investment. In exchange, SSE must act in 
the public interest to: provide reliable and 
sustainable energy; invest in infrastructure; 
deliver inclusive services; contribute to a 
just transition to a decarbonised economy, 
inclusive economic growth and sustainable 
jobs; pay its fair share of tax; and share value 
with local communities.

In taking strategic, financial and operational 
decisions, therefore, my fellow Board 
members and I, the Group Executive 
Committee, senior managers and other 
employees of SSE aim to respect this social 
contract and so promote the success of the 
Company for the benefit of its members 
as a whole, in line with Section 172 of the 
Companies Act 2006. As stated in the Act, 
this means having regard to, amongst  
other things:
• The likely consequences of any decisions 

in the long term.
• The interests of the Company’s 

employees.
• The need to foster the Company’s 

business relationships with suppliers, 
customers and others.

• The impact of the Company’s operations 
on the community and environment.

• The desirability of the Company 
maintaining a reputation for high 
standards of business conduct.

• The need to act fairly as between 
members of the Company.

CHAIR’S INTRODUCTION AND S172 STATEMENT
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regulatory Price Control period and with 
SSE Renewables’ success in the UK’s 
third Contracts for Difference auction for 
contracts to build offshore wind farms. 

This significant strategic progress, allied  
to a solid recovery in financial results,  
and the opportunities emerging for SSE 
in the transition to net-zero emissions 
influenced significantly the Board’s decision 
to recommend a final dividend of 56 pence 
in respect of 2020. 

The Board is clear that dividend decisions 
should be in line with its commitment to 
promote the success of the Company 
for the long term, contributing to a green 
economic recovery and creating value 
through the transition to net zero, for the 
benefit of all of SSE’s stakeholders. The 
Board believes that long-term success 
will be founded on sustaining dividend 
payments on which people depend for 
savings and pensions.

Looking ahead
I will step down as Chair of SSE in the  
course of the 2020/21 financial year,  
and I would like to extend my thanks to 
everyone involved with the Company, with 
which I have been proud to have been 
associated. Looking ahead, I have no doubt 
that SSE will continue to make decisions 
and take actions that are aligned with the 
requirements of Section 172, in keeping with 
the spirit of the UK Corporate Governance 
Code 2018 and consistent with the focus on 
purpose inherent in the British Academy’s 
programme on the Future of the Corporation. 

It is an approach that will be particularly 
important as SSE seeks to play its part in 
supporting a “green-led” economic recovery 
and it underpins our strategic goal of creating 
value for shareholders and society. 

This Strategic Report has been approved by 
the Board in accordance with the Companies 
Act 2006 and SSE welcomes any feedback on 
the report itself or on the matters contained 
within it.

Richard Gillingwater CBE
Chair, SSE plc Board
16 June 2020

Assessing effectiveness
A key objective of the Strategic Report, 
Directors’ Report, Financial Statements 
and SSE’s separate Sustainability and Risk 
Reports, is to help stakeholders assess 
how effectively the Board, supported by 
the Group Executive Committee, senior 
managers and other employees, promoted 
the success of SSE and had regard to the 
factors set out in Section 172 during 2019/20.

Shareholders and other stakeholders can 
be confident that the contents of SSE’s 
corporate reporting reflect the frameworks 
for strategy, stakeholder engagement, 
governance, risk management and culture 
established and overseen by the Board.

During the year, the highest-profile decision 
taken by SSE was the sale of its GB household 
energy supply business, SSE Energy Services, 
to OVO Energy Limited, a transaction 
that was completed in January 2020. In 
considering its duties under Section 172, the 
Board was especially mindful of the interests 
of our stakeholders. It concluded that:
• By becoming part of OVO, an award-

winning company, SSE Energy Services 
would have new opportunities to help 
transform the GB energy supply market 
for the benefit of customers.

• While a combination of OVO and  
SSE Energy Services would bring 
significant change for employees,  
OVO had recognised credentials  
as a good employer.

• Completing the sale would enable the 
SSE Group to focus even more on the 
core businesses of regulated electricity 
networks and renewable energy that 
will contribute most to meeting net-zero 
emissions targets.

In common with other businesses, the 
most prominent matter dealt with by SSE 
in the spring of 2020 was the impact of 
coronavirus, and in March 2020 the Board 
confirmed that the Group’s response 
would have regard to the expectations of 
all of SSE’s key stakeholder groups and be 
in line with its commitment to promote 
the success of the Company for the long 
term. For more on the Board’s response to 
coronavirus see page 94 .

The sale of SSE Energy Services and the 
response to coronavirus were among the 
material matters considered by the Board 
during 2019/20 and the first months of 
2020/21. In these matters and others, the 
Board always sought to perform its duty 
under Section 172, ensuring a clear focus on 
the implications for SSE’s defined stakeholder 
groups, seeking to maintain an objective and 
balanced view in order to achieve the optimal 
outcome. Examples of the work done in SSE 
to engage with stakeholders and contribute 
to the long-term success of the Company 
are set out from page 16 . 

Purpose-led governance
The requirement for Boards to have regard 
to the matters set out in Section 172 and the 
content of the UK Corporate Governance 
Code 2018 reflect wider consideration about 
the future of the corporation, also reflected in 
the British Academy programme of that name 
with which I have a close association. The 
programme concluded that the purpose of 
corporations is to produce profitable solutions 
to the problems of people and planet; and 
this is a conclusion that SSE endorses.

SSE has a strategic purpose to provide 
energy needed today while building a 
better world of energy for tomorrow. 
Providing energy needed today has 
never been more important than in the 
context of coronavirus, during which SSE’s 
overriding priority has been to play its part 
in supporting the safe and reliable supply 
of electricity on which the people and 
organisations whose work is critical to  
the coronavirus response depend.

With regard to building a better world of 
energy for tomorrow, following the UK 
Parliament’s legislation requiring the UK to 
bring all greenhouse gas emissions to net 
zero by 2050, SSE refined its vision, which  
is now to be a leading energy company in  
a net-zero world.

SSE’s strategic focus is on supporting the 
transition to a net-zero world through a 
business model geared towards successful 
development, efficient operation and 
responsible ownership of energy assets  
and businesses. A key focus for the  
Board in 2019/20, therefore, was on 
long-term developments like securing 
opportunities for new offshore wind  
farms and a strong business plan for  
the SSEN Transmission business. 

This strategic focus is reflected in four goals 
for 2030 that are directly aligned to four of 
the United Nations’ Sustainable Development 
Goals – climate action; affordable and 
clean energy; industry, innovation and 
infrastructure; and decent work and 
economic growth. This illustrates the extent 
to which SSE places itself within the context 
of a greater global effort, particularly in the 
fight against climate change. Our progress 
towards the attainment of those goals is 
summarised on page 82 . 

Focus on outcomes
SSE’s financial performance in 2019/20 
generally represented a solid recovery from 
the disappointing results of the previous 
year. The core businesses of regulated 
electricity networks and renewable energy 
earns the bulk of the adjusted operating 
profit and the seeds of future success 
were sown with the publication of SSEN 
Transmission’s business plan, A Network 
for Net Zero, for the 2023-28 RIIO-T2 
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G O A L  # 1 G O A L  # 2 G O A L  # 3 G O A L  # 4

Cut our  
carbon intensity  
by 60%

Treble renewable  
energy output

Help  
accommodate  
10m electric vehicles

Champion Fair  
Tax and a real  
Living Wage

Reduce the carbon intensity of 
electricity generated by 60% by 2030, 
compared to 2018 levels, to around 
120gCO

2
/kWh*.

Develop and build by 2030 more 
renewable energy to contribute 
renewable output of 30TWh a year.

Build electricity network flexibility and 
infrastructure that helps accommodate 
10 million electric vehicles in GB by 
2030.

Be the leading company in the UK and 
Ireland championing Fair Tax and a real 
Living Wage.

OUR PURPOSE  
AND OUR STRATEGY
SSE is a purpose-led company involved principally  
in the generation, transmission and distribution of 
electricity; and also in the supply of energy and 
related services to customers. 

SSE’s purpose is to provide energy needed today while 
building a better world of energy for tomorrow.

Its vision is to be a leading energy company in a  
net-zero world.

Its strategy is to create value for shareholders and society 
in a sustainable way through successful development, 
efficient operation and responsible ownership of energy 
infrastructure and businesses. The execution of this is 
achieved through the implementation of the strategic 
pillars described on these pages.

SSE has set four business goals for 2030, aligned to  
the United Nations’ Sustainable Development Goals.

All of this is underpinned by the SSE SET of core  
values designed to guide decisions and actions in SSE:  
Safety, Service, Efficiency, Sustainability, Excellence  
and Teamwork.

Delivery of SSE’s purpose and execution of its strategy 
depends on effective identification, understanding and 
mitigation of risk.

O U R  V A L U E S

O U R  B U S I N E S S  G O A L S  F O R  2 0 3 0

Safety
If it’s not safe,  
we don’t do it.

Service
We are a company that 
customers can rely on.

Efficiency
We focus on  
what matters.

O U R  F O U R  S T R A T E G I C  P I L L A R S

Focusing on  
the electricity  
core 
SSE believes that a sustainable company 
is one that focuses successfully on core 
businesses; and SSE is clear that its core 
businesses are economically-regulated 
electricity networks and provision of 
electricity from renewable sources, 
complemented by provision of electricity 
from thermal sources. It is these electricity 
businesses, which have crucial roles to play 
in the transition to net-zero emissions, that 
form the core of SSE.

In a dynamic and complex operating 
environment, focusing on the electricity 
core means SSE is able to deploy effectively 
capabilities that are key to sustainable 
business success, such as operation of 
electricity infrastructure and businesses; 
development and construction of large 
capital electricity projects; partnering;  
and management of human capital. 

In particular, SSE believes that the 
successful nurturing of the talent, skills  
and other attributes of people working on 
its behalf will create most value if focused 
on a core of electricity businesses.

Developing,  
operating,  
owning
SSE considers that a sustainable company 
is one in which the talent, skills and 
other attributes of people working on its 
behalf deliver defined positive outcomes 
for shareholders and society. For SSE 
that means the successful development 
(including construction), efficient operation 
and responsible ownership of principally 
electricity infrastructure and businesses. 

This means identifying a need for new 
infrastructure and specific opportunities to 
develop it in a professional way that engages 
all key stakeholders. It also means creating 
and taking appropriate opportunities to 
realise value at key stages in the development 
process and operating assets in a productive 
and responsive way in line with the needs 
of customers, with a robust commitment to 
safety and through a culture of continuous 
improvement. Finally, it means optimising 
asset ownership in a way that crystallises the 
value of our development and delivery skills 
while maintaining a strong base to support 
future earnings. 

Creating value  
for shareholders  
and society
SSE recognises that a sustainable company 
is one that creates value for shareholders 
and society. SSE aims to create value for 
shareholders by earning profit from the 
successful development, efficient operation 
and responsible ownership of principally 
electricity infrastructure and businesses. 
The Group’s first financial objective is to 
remunerate shareholders for their investment 
through the payment of dividends. 

SSE understands that it has a social contract 
with the societies in which it operates and 
is part of. It relies on society to provide 
public services, supporting infrastructure 
and human capital. It also asks society to 
give the right to earn a reasonable profit 
and remunerate shareholders for their 
investment. In exchange, SSE must create 
value for society, investing in infrastructure, 
delivering inclusive services, contributing to 
inclusive economic growth and sustainable 
jobs, paying its fair share of tax and sharing 
value with local communities.

Delivering  
in a sustainable  
way
SSE believes that a sustainable company is 
purpose-led; and a purpose-led company 
is one that offers commercial solutions to 
the world’s problems. Climate change is 
generally regarded as one of the biggest 
global challenges of the 21st century, and 
SSE’s purpose, vision and strategy are all in 
support of helping the achievement net-zero 
emissions of greenhouse gases by no later 
than 2050.

Through its Sustainable Development Goals 
(SDGs), the United Nations has created a 
blueprint for a sustainable world, and SSE 
has adopted four fundamental business 
goals for 2030 which are aligned to the UN’s 
SDGs in relation to climate action; affordable 
and clean energy; industry, innovation 
and infrastructure; and decent work and 
economic growth. 

This means that SSE does not have a strategy 
for sustainability per se, but a sustainable 
business strategy for creating lasting value 
for shareholders and society.

OUR BUSINESS EXPLAINED

*  In March 2020, SSE increased its target to reduce the carbon intensity of electricity generated  
by 50% by 2030 to a 60% reduction as part of setting its science-based targets (see page 21 ).
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G O A L  # 1 G O A L  # 2 G O A L  # 3 G O A L  # 4

Cut our  
carbon intensity  
by 60%

Treble renewable  
energy output

Help  
accommodate  
10m electric vehicles

Champion Fair  
Tax and a real  
Living Wage

Reduce the carbon intensity of 
electricity generated by 60% by 2030, 
compared to 2018 levels, to around 
120gCO

2
/kWh*.

Develop and build by 2030 more 
renewable energy to contribute 
renewable output of 30TWh a year.

Build electricity network flexibility and 
infrastructure that helps accommodate 
10 million electric vehicles in GB by 
2030.

Be the leading company in the UK and 
Ireland championing Fair Tax and a real 
Living Wage.

O U R  V A L U E S

O U R  B U S I N E S S  G O A L S  F O R  2 0 3 0

Sustainability
We do things  
responsibly to add  
long-term value.

Excellence
We continually  
improve the way  
we do things.

Teamwork
We work together,  
respect each other  
and make a difference.

O U R  F O U R  S T R A T E G I C  P I L L A R S

Focusing on  
the electricity  
core 
SSE believes that a sustainable company 
is one that focuses successfully on core 
businesses; and SSE is clear that its core 
businesses are economically-regulated 
electricity networks and provision of 
electricity from renewable sources, 
complemented by provision of electricity 
from thermal sources. It is these electricity 
businesses, which have crucial roles to play 
in the transition to net-zero emissions, that 
form the core of SSE.

In a dynamic and complex operating 
environment, focusing on the electricity 
core means SSE is able to deploy effectively 
capabilities that are key to sustainable 
business success, such as operation of 
electricity infrastructure and businesses; 
development and construction of large 
capital electricity projects; partnering;  
and management of human capital. 

In particular, SSE believes that the 
successful nurturing of the talent, skills  
and other attributes of people working on 
its behalf will create most value if focused 
on a core of electricity businesses.

Developing,  
operating,  
owning
SSE considers that a sustainable company 
is one in which the talent, skills and 
other attributes of people working on its 
behalf deliver defined positive outcomes 
for shareholders and society. For SSE 
that means the successful development 
(including construction), efficient operation 
and responsible ownership of principally 
electricity infrastructure and businesses. 

This means identifying a need for new 
infrastructure and specific opportunities to 
develop it in a professional way that engages 
all key stakeholders. It also means creating 
and taking appropriate opportunities to 
realise value at key stages in the development 
process and operating assets in a productive 
and responsive way in line with the needs 
of customers, with a robust commitment to 
safety and through a culture of continuous 
improvement. Finally, it means optimising 
asset ownership in a way that crystallises the 
value of our development and delivery skills 
while maintaining a strong base to support 
future earnings. 

Creating value  
for shareholders  
and society
SSE recognises that a sustainable company 
is one that creates value for shareholders 
and society. SSE aims to create value for 
shareholders by earning profit from the 
successful development, efficient operation 
and responsible ownership of principally 
electricity infrastructure and businesses. 
The Group’s first financial objective is to 
remunerate shareholders for their investment 
through the payment of dividends. 

SSE understands that it has a social contract 
with the societies in which it operates and 
is part of. It relies on society to provide 
public services, supporting infrastructure 
and human capital. It also asks society to 
give the right to earn a reasonable profit 
and remunerate shareholders for their 
investment. In exchange, SSE must create 
value for society, investing in infrastructure, 
delivering inclusive services, contributing to 
inclusive economic growth and sustainable 
jobs, paying its fair share of tax and sharing 
value with local communities.

Delivering  
in a sustainable  
way
SSE believes that a sustainable company is 
purpose-led; and a purpose-led company 
is one that offers commercial solutions to 
the world’s problems. Climate change is 
generally regarded as one of the biggest 
global challenges of the 21st century, and 
SSE’s purpose, vision and strategy are all in 
support of helping the achievement net-zero 
emissions of greenhouse gases by no later 
than 2050.

Through its Sustainable Development Goals 
(SDGs), the United Nations has created a 
blueprint for a sustainable world, and SSE 
has adopted four fundamental business 
goals for 2030 which are aligned to the UN’s 
SDGs in relation to climate action; affordable 
and clean energy; industry, innovation 
and infrastructure; and decent work and 
economic growth. 

This means that SSE does not have a strategy 
for sustainability per se, but a sustainable 
business strategy for creating lasting value 
for shareholders and society.
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STRATEGY IN ACTION CONTINUED

Key development
In June 2019, SSEN Transmission published 
for consultation its first draft business plan 
for the transmission price control period 
between 2021 and 2026 (RIIO-T2) called A 
Network for Net Zero. The final business plan 
was submitted to Ofgem in December 2019.

Objective
Securing a regulatory framework for SSEN 
Transmission that creates the investment 
needed to deliver a pathway to net-zero 
emissions and improved networks reliability 
at an affordable cost to consumers, while 
also providing a fair return to investors. 

Strategic and stakeholder 
considerations
In its Annual Report 2019, SSE described 
the work being done by SSEN Transmission 
to prepare its draft RIIO-T2 business plan, 
featuring extensive stakeholder engagement 
to understand what electricity customers, 
local communities and wider stakeholders 
are likely to require from the electricity 
transmission network in the first half of  
the 2020s.

The first draft business plan published for 
consultation in June 2019 reflected growing 
consensus on the need to decarbonise fully 
the economy to prevent the worst 
effects of climate change. It set out 
SSEN Transmission’s “Certain View” that 
a minimum total expenditure (“totex”) of 
£2.2bn would be required over the RIIO-T2 
period to maintain and develop the north of 
Scotland electricity transmission network to 
meet the certain needs of current and future 
electricity generators and customers. 

Following SSEN Transmission’s consultation 
with stakeholders, the final business plan 
submitted to Ofgem in December 2019 
made a “Certain View” case for minimum 
totex of £2.4bn, with further investment 
likely to be required to deliver the transition 
to net-zero emissions, and confirmed five 
ambitious goals designed to meet the 
expectations of stakeholders:
• Transporting the electricity from 

renewable sources that powers  
10 million homes.

• Aiming for 100% transmission network 
reliability for homes and businesses.

• Delivering every connection on time.
• Reducing greenhouse gas emissions  

by one third.
• Securing £100m in efficiency savings 

from innovation.

In submitting the final business plan,  
SSEN Transmission Managing Director Rob 
McDonald thanked all of the stakeholders 
who helped to shape the plan and pointed 
to further stakeholder engagement to be 
undertaken by Ofgem. 

Ofgem’s draft determination on the business 
plan is expected in the summer of 2020.

Business plan “Certain View” totex

£2.4bn

I N V E S T I N G  F O R  T O M O R R O W

PLANNING “A NETWORK  
FOR NET ZERO”
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Key development
In September 2019, the results for the 
UK’s third Contracts for Difference (CfD) 
Allocation Round for renewable energy 
projects were announced, with SSE 
Renewables-backed offshore wind projects 
at Dogger Bank and Seagreen securing  
15-year contracts for delivery between  
2023 and 2025.

Objective
Creating the opportunity for SSE 
Renewables to follow the successful 
completion of the Beatrice offshore wind 
farm in 2019 by securing contracts to build 
additional offshore wind farms around the 
coast of the UK.

Strategic and stakeholder 
considerations
In its Annual Report 2019, SSE confirmed 
the adoption of four new goals for 2030, 
aligned to the United Nations’ Sustainable 
Development Goals (SDGs), including Goal 
7 – affordable and clean energy. SSE’s goal 
is to develop and build by 2030 enough 
infrastructure to treble output of renewable 
energy to 30TWh per annum.

At the time the bids for the third allocation 
round of CfDs were submitted, Seagreen 
1 (capacity 1,075MW) was wholly-owned 
by SSE and the projects at Dogger Bank 
(capacity 3,600MW) were owned by SSE  
and Equinor in a 50:50 joint venture. 

Submission of bids was the culmination of 
many years of development work, including 
extensive engagement with key stakeholder 
groups including government, NGOs and 
suppliers and contractors.

Seagreen and Dogger Bank are discrete 
projects with different ownership structures 
and governance. SSE’s involvement in the 
projects reflected its strategic commitment 
to build on its credentials as the leading 
renewable energy company across the  
UK and Ireland and make progress towards 
its 2030 goal in relation to affordable and 
clean energy.

In June 2020, a final investment decision 
was taken to proceed with Seagreen 1 with  
a 51% stake sold to a new joint venture 
partner, Total. SSE Renewables will use its 
sector expertise to lead on development 
and construction of the £3bn project.
Success in the allocation round confirmed 

SSE Renewables’ capabilities as a developer 
of renewable energy projects and its 
ability to partner successfully with other 
companies such Total and, in the case of 
Dogger Bank, Equinor. 

Reflecting on the results of the third 
allocation round, SSE Renewables’ 
Managing Director Jim Smith said: “This 
success demonstrates that offshore wind 
is the key technology to enable the UK to 
become carbon neutral by 2050 in the most 
cost-effective way, whilst also delivering 
significant economic benefit across the UK.”

Dogger Bank offshore wind farm capacity

3,600MW

L E A D I N G  T H E  S E C T O R

COMPETING SUCCESSFULLY  
IN OFFSHORE WIND
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Overview

In order to develop an effective ESG strategy, 
a company first has to identify the ‘E’, ‘S’ and 
‘G’ issues that are material to its particular 
business. It then needs to explain to the readers 
of its Annual Report the approach it took, what 
the outcomes were and why it believes the 
issues it has identified represent an appropriate 
basis for its ESG strategy, so investors and other 
stakeholders can understand the rationale 
underpinning it. While there may be some 
overlap with risk assessment, for example 
mitigating reputational or climate risk by 
reducing the company’s carbon footprint, 
this can also include taking advantage of 
opportunities, such as fulfilling growing 
demand for low-carbon products or being able 
to attract and retain talent through workforce 
engagement, diversity policies and positive 
ratings on external platforms like Glassdoor.

M
A
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What we are seeing

The majority of companies in our sample did 
indeed identify specific ‘E’, ‘S’ and ‘G’ issues they 
are committed to and the ESG discussion in 
their Annual Report was directly built around 
them, usually in the sustainability section. 
Typically, this took the form of dedicating a 
page or more to each issue or group of issues, 
often supported with pull-out statistics or 
charts. However, over one-third of our sample 
did not explicitly link these issues to their ESG 
strategy or lacked a clear ESG strategy and 13% 
had not identified any issues. 

  No explanation of rationale behind commitment 

 13%

  Basic statement covering all material issues 

 33%

   Explanation provided for each material issue 

54%

  No materiality discussion  
 31%

  Basic discussion of the materiality process 
 51%

   Detailed explanation of the materiality process 
18%

Further, over 80% of companies in our sample only explained 
in basic terms how they identified ESG issues as material to 
them, often with a generic reference to stakeholder opinion, 
or offered no explanation at all. In some cases, this was 
because the materiality discussion took place in a separate 
Sustainability Report, but companies should bear in mind 
that ESG is rapidly becoming integrated into mainstream 
investing and that shareholders and potential shareholders 
– the key audience for the Annual Report – increasingly take 
the impact of non-financial issues on investee companies into 
account when making investment decisions. It is therefore 

important to include the results of a materiality assessment 
in the Annual Report so that all interested stakeholders can 
find them, no matter which set of documents they refer 
to. However, only 18% of our sample provided a detailed 
explanation of their materiality assessment in their Annual 
Report, typically including a matrix or heat map or a graphic 
illustrating the process itself. 

Even those companies which had built their ESG strategy 
directly around material issues did not necessarily explain 
why they were committed to them. They showcased 
initiatives related to them, illustrated them with case studies 
and highlighted achievements, but only about half of our 
sample provided an explanation for each of their material 
issues and 13% did not explain their rationale at all. 

MATERIAL ISSUES

  No ESG issues identified 

 13%

  ESG discussion is loosely built around material issues 

 26%

   Material issues clearly identified and ESG discussion 
directly built around these 

61%

MATERIALITY DISCUSSIONRATIONALE

The expert’s view: Rachel Madan, 
Director of Sustainability & Impact
A materiality assessment is the bedrock of a credible sustainability or ESG 
strategy. Yet the lack of explanation of process or rationale linking material 
issues to strategic goals is in some ways unsurprising. While the concept of 
financial materiality has been around for decades and has a grounding in 
accountancy, borrowing the language and principles of materiality for the 
purposes of understanding the size and scope of sustainability impacts has 
proved more difficult for many companies. Many companies take a more 
subjective approach to ESG materiality, perhaps stemming the recency 
of the concept of materiality for non-financial or pre-financial issues, 
which was only introduced with any rigour in recent years, following the 
introduction of GRI’s G4 materiality framework and SASB’s sector-specific 
materiality map. 

To enhance the rigour and credibility of the materiality process, companies 
should follow a double materiality assessment, which examines ESG 
impacts from two parallel perspectives. The first is to examine the impacts 
of sustainability issues on the company’s financial performance. This is 
an ‘outside in’ perspective, using investors as the main stakeholder of 
interest. The second is to examine the impact of the company’s operations 
and activities on people, societies and the environment. Using these two 
perspectives together offers a more holistic and robust picture of the 
relationship between corporate performance and sustainability risk  
and opportunity. 

Once companies start using this approach, it is a more natural process to 
connect material issues to corporate strategy.
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SUSTAINABILITY AT THE 
CORE OF OUR PURPOSE

CONTINUED

We engage our  
stakeholders in order  
to better understand  
the issues that matter  
to them and are material  
to the business.

Our priorities
We engage our stakeholders in order to better 
understand the issues that matter to them and 
are material to the business. 

This process, known as materiality assessment, 
helps us focus our Sustainability Strategy and 
reporting. Because society and our industry are 
dynamic, and expectations shift over time, we 
conduct in-depth materiality assessments every 
few years. Covid-19 brought unprecedented 

challenges, and became the most relevant issue 
with implications on our main stakeholders. In 
this Annual Report, we focus on the issues that 
are currently or expected to be significantly 
relevant. We group issues into four categories 
– Our People, Ethics & Integrity, Communities 
and Environmental Stewardship. 

The graphic below shows the method we use 
to assess materiality of non-financial issues:

STAKEHOLDER 
IDENTIFICATION
•  Our stakeholders 

are identified based 
on their influence 
and impact.

ISSUE 
IDENTIFICATION
•  We identify issues 

relevant to our 
industry from 
international trends, 
regulations and ESG 
questionnaires. 

STAKEHOLDER 
ENGAGEMENT
• We engage our 

internal and external 
stakeholders to 
assess the current 
relevance of issues 
and the expected 
relevance in ten years.

REVIEW 

• The outcomes  
of the materiality 
assessment are 
reviewed and 
considered for our 
sustainability strategy 
and reporting. 

MATERIALITY 2020 MATERIALITY 2030 OUR PEOPLE
1 Safety
2 Health
3 Workforce wellbeing
4 Human rights in the workplace
5 Work-life balance
6 Gender payment gap
7 Fair remuneration
8 Forced labour 
9 Diversity, Equity and Inclusion
10 Compliance with international labour standards
11 Recruitment, development and retention of talent
12 Daily working hours
13 Union relations
COMMUNITIES
14 Respect the culture and traditions of communities
15 Human rights of communities
16 Human rights of indigenous people
17 Local employment
18 Land acquisition and resettlement
19 Community health
20 Engage and inform communities about new projects
21 Local suppliers
22 Effectiveness of the mining fund
ETHICS & INTEGRITY
23 Ethics and integrity
24 Community relations
25 Transparency and accountability
26 Bribery and corruption
27 Transparency of government payments
28 Government relations and lobbying
ENVIRONMENTAL STEWARDSHIP
29 Safe cyanide management
30 Responsible mineral waste management
31 Soil pollution
32 Water stewardship
33 Conservation of natural resources
34 Acid Mine Drainage
35 Non-mineral waste management
36 Biodiversity
37 Mine closure
38 Air emissions
39 Energy
40 Climate change
 
Material issues in grey
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INFORMATION

FINANCIAL 
STATEMENTS

Exploration ClosureProject 
development Operation

Acid mine 
drainage
Our goal is to prevent and 
manage AMD responsibly, 
thereby protecting the 
environment and the health 
of local communities.

Relevance and risk in the lifecycle of mining 

Risk:  High   Medium   Low

EXPLORATION DEVELOPMENT OPERATION CLOSURE

Acid mine drainage (AMD) is a major 
environmental challenge for the mining 
industry. Uncontrolled AMD represents a risk 
to surface and groundwater resources during 
mine operation as well as a legacy issue after 
closure. We analyse minerals and conduct 
geochemical tests to identify the AMD 
potential of ore mineral and waste rock.  
In our operations with AMD risk, notably  
the San Ramón satellite mine, we implement 
site-specific management strategies such  
as capping waste rock piles with a dry cover  
(to reduce the ingress of oxygen and water) 
and collecting and treating acid water.

Communities
The communities where we operate are strategic stakeholders  
(see page 132 – section 172) and we are committed to supporting them 
by implementing sustainable practices for mining silver and gold. 

• Sharing our Covid-19 tests with communities 
in remote locations.

• Adapting our educational and 
entrepreneurial programmes to support 
distance learning and capacity building.

Engaging communities effectively  
in the lifecycle of mining
We earn and maintain the trust of communities 
through effective engagement and by being 
accountable for our impacts – and we recognise 
that this is the only way to obtain and preserve 
our social licence to operate. Our community 
strategy, which embraces all phases of  
the mining lifecycle, aims to build mutual 
understanding between our operations and 
local communities, ensuring that we engage, 
develop and grow together.

Key activities:
• Exploration: Our exploration teams are  

the first to establish contact with a local 
community. We identify the relevant 
stakeholders and focus our engagement 
efforts on obtaining temporary land access 
to explore and assess social risks.

• Development: Our stakeholder 
relationships deepen in this phase of the 
cycle, as we build trust through activities 
including local hiring, contracts and social 
investment. For our advanced feasibility 
and development projects, we conduct 
social risk assessments to help us identify 
the issues that matter most to the 
community.

• Operation: We regularly engage with  
the community via formal and informal 
meetings in order to manage expectations 
and detect risks and opportunities. We  
also carry out comprehensive perception 
studies which help us monitor how benefits 
are perceived and assess our impact on the 
key issues facing the community.

Avoid or mitigate negative impacts on 
the communities where we operate
Key activities:
• Design our projects to avoid impacts and 

when not possible mitigate these impacts 
and address community concerns 
responsibly.

• Monitor and address the social impacts  
and concerns of the communities:

 — During the operation of a mine.
 — During the mine closure phase.

The Covid-19 pandemic has led to unparalleled 
social and economic impacts. Our response has 
been to adapt our engagement strategy to raise 
awareness, support the most vulnerable and 
collaborate with health authorities serving the 
communities where our people and their 
families live and work. We worked with our 
communities in new and creative ways during 
the pandemic, enhancing and improving our 
social projects. We continued to support 
innovation and provide access to digital 
education by partnering with different NGOs. 

Partnering with our communities to  
respond to the Covid-19 pandemic
Our response to the challenges presented by 
Covid-19 focused on:
• Communicating preventive measures.
• Donating and raising awareness of the use  

of masks.
• Collaborating with the state, municipal and 

health authorities through strategic 
donations. 

• Supporting the most vulnerable with food 
supplies during the lockdowns.

Framework for community engagement in the lifecycle of mining

Stakeholder identification, evaluation and mapping

KnowSocial studies: baseline, impact assessment and reputation

Social management plans

Informal and formal meetings

Engage

Register of commitments

Community committees

Indigenous people consultation

Grievance mechanism

Social incident investigations

Land acquisitions and resettlements

Strategic social investment

Develop
Community requests of contribution

Community small and medium enterprises

Social closure plans
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Inspirational motivation

Idealised influence

Individualised  
consideration

Intellectual  
stimulation

Candor

Accountability

Solutions

Courage

Supports others  
speaking up

Raises ethical and  
safety concerns

Makes ethical decisions

Embraces diversity

Minimises  
unconscious biases

Challenges artefacts  
and assumptions

SUSTAINABILITY AT THE 
CORE OF OUR PURPOSE

CONTINUED

We are members of the Center for 
Leadership Ethics of the University of 
Arizona, which supports initiatives such 
as the International Collegiate Ethics Case 
Competition that engages future leaders 
on ethical decision-making. This event 
attracts teams from Universities of  
the United States, Mexico, Canada and 
Europe (https://eller.arizona.edu/cecc). 
We are also members of the Business 
Ethics Leadership Alliance (BELA)  
and founding members of the  
Mexican Chapter.

Ethics and integrity

Evaluate, train and support our people to embed the ‘Step-Up’ Culture

EVALUATION: 
We benchmark our ethics  
and compliance practices with 
Ethisphere’s Ethics Quotient, 
monitor our culture through 
Ethisphere’s Ethical Culture and 
Perceptions Survey, and monitor 
our winning behaviours with the 
ad hoc survey designed by the 
Centre for Leadership Ethics of 
the University of Arizona.

TRAINING: 
We trained our executives and 
managers in masterclasses 
delivered by the professors of the 
University of Arizona, trained a 
group of internal trainers to deliver 
ethics workshops for the rest of our 
employees, and are deploying an 
e-learning course to reinforce 
areas of opportunity detected in 
the culture survey. All our training 
follows the ‘Step-Up’ Culture 
framework.

SUPPORT: 
We use the ‘moral compass’ tool  
and the ‘Step-Up’ Culture framework  
to enhance ethical decision-making.  
We are converting our trainers into  
ethics ambassadors, learning and  
sharing best practices by participating  
in Ethisphere’s Business Ethics 
Leadership Alliance (BELA) and  
the Center for Leadership Ethics of  
the University of Arizona, and raising 
awareness of key elements of our  
Code of Conduct through e-learning.

‘Step-Up’ Culture framework

We engage our 
people to embed 
ethics and monitor 
our progress.

Ethics culture 
We aspire to a well-established ethics culture  
demonstrated by our behaviours and actions.

Our behaviours and actions should always 
reflect our well-established ethics culture. Our 
‘Step-Up’ Culture aligns winning behaviours to 
our strategy. We engage our people to embed 
ethics and monitor our progress. In 2020, we 
launched an online training course about our 

’Step-Up‘ Culture, which reached 80% of  
our non-unionised employees. We use 
Ethisphere’s ‘Ethics Quotient’ survey to 
monitor our ethics culture and the progress 
made through the ‘Step-Up’ Culture 
programme in the 2016-2020 period. 

Relevance and risk in the lifecycle of mining 

Risk:  High   Medium   Low

EXPLORATION DEVELOPMENT OPERATION CLOSURE
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SUSTAINABILITY AT THE 
CORE OF OUR PURPOSE

CONTINUED

Environment
 
While the mining and processing of precious metals are essential industries, we recognise that 
our business consumes water, disturbs land and produces waste and greenhouse gases (GHG). 
Optimising our use of resources, curbing any negative impact of our activities and being 
transparent and accountable regarding our environmental footprint are crucial elements  
of sustainable mining and help us to retain our social licence to operate.

Environmental impact assessments  
Before developing any mining project, we conduct 
Environmental Impact Assessments (EIAs), which identify 
potential impacts and the actions required to manage them. 
EIAs address many issues, such as surface and groundwater 
resources, water quality, air quality, soils, biodiversity 
(including threatened or endangered species), landscape  
and socio-economic conditions. The insights gained  
from EIAs form the foundation for our Environmental 
Management Plans and systems such as ISO 14:001.

Clean technologies play an important role in 
improving environmental performance and 
reinforcing the social acceptability of the 
mining industry. We support the Colorado 
Cleantech Challenge, an innovation showcase 
that connects mining companies with clean 
technology solution providers, with the 
mutually beneficial goal of meeting our 

industry’s environmental challenges. In 
addition, our CEO, Octavio Alvídrez, is a 
member of the Lowel Institute of Mineral 
Resources of the University of Arizona. This 
leading research institute has the depth of 
expertise necessary to tackle the challenges 
that are critically important to modern mining. 

We are also part of the World Environment 
Centre (WEC), a think tank that advances 
sustainable development through the  
business practices of member companies  
and in partnership with governments, 
non-governmental organisations and  
other stakeholders. 

2020 Certifications and awards

Penmont

Certification/Award Exploration Juanicipio San Julián Fresnillo Saucito Ciénega Herradura Noche Buena

ISO 14001 
Framework and criteria for an effective 
environmental management system.

Certified In process In process Certified Certified In process Certified Certified

Clean Industry  
Certificate granted by the Mexican 
Environmental Authority to promote 
environmental audits, compliance with 
regulations and adoption of best practices.
Level 1 – Basic,  
Level 2 – Advanced.

– Certified 
Level 1

Certified 
Level 1

Certified 
Level 1

Certified 
Level 2

Certified 
Level 1

Certified 
Level 2

Certified 
Level 1

International Cyanide Management Code  
Sets criteria for the global gold mining industry  
on cyanide management practices.

– – – – – – Certified Certified
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SUSTAINABILITY AT THE 
CORE OF OUR PURPOSE

CONTINUED

Our people
Our workforce is the strategic stakeholder that makes  
possible our contribution to the wellbeing of people through 
the sustainable mining of silver and gold. We have made the 
health of our people our number one priority, implementing  
a comprehensive strategy to protect our people from the 
impacts of Covid-19.

We seek to attract, develop and retain the  
best people, and engage them over the long 
term. We continue to work hard to develop  
an organisational culture based on ethics  
and caring for our people. We respect labour 
rights and engage union representatives 
constructively. We conduct employee 
engagement surveys to better understand and 
respond to the expectations of our people. Our 
workforce comprises unionised employees, 
non-unionised employees and contractors. 

Talent management
We seek to recruit, retain, and develop the most 
talented employees in order to ensure we have 
an appropriate pipeline to meet the future 
needs of the business. We attract and develop 
talent with a long-term mindset and emphasise 
the value of training and mentorship. We believe 
that the best retention strategy is to provide 
opportunities for people to learn and grow. 

A cohort (batch) system is used to recruit 
short- and long-term interns and Engineers in 
Training. During 2020 short-term internships 
were completely online, with training on 
mining, geology, safety and communication 
being delivered to 433 students (167 women 
and 266 men). In order to increase diversity,  
we collaborate with leading educational 
institutions in Mexico to attract young and 
diverse talent in geology, metallurgy and 
mining engineering. We recruit graduates  
from our pool of interns through the Engineers 
in Training programme. These graduates are 
assigned a coach from our operations team 
who supervises their development and 
provides performance appraisals – and those 
with good appraisals receive permanent job 
offers, securing the talent pipeline for our 
growth strategy. Through this programme,  
we engage students from the earliest stages  
of their college education and encourage  
more women to participate in mining. 

DIVERSITY IN TALENT ATTRACTION 
(JUNIOR NON-UNIONISED POSITIONS)
2020
2019
2018
2016

38%
35%

27%
0

62%
65%
73%
0

 Men  
  Women

During 2020, we assessed 50% of our non-
unionised employees to identify high potential 
employees. Our performance assessment 
mechanism aligns training for every employee. 
Best performers with high potential enter the 
Institutional Development programme; 14% of 
these employees were women (50 out of 347 
non-unionised employees). We also introduced 
succession plans focused on key positions and 
intend to identify at least 60 high potential 
employees to cover these positions over the 
long term. We develop our high potential  
middle managers via the Leaders with Vision 
programme. This involves senior executives 
delivering seminars throughout the year as a 
mechanism to engage and mobilise our people. 
The executives participate in two training 
programmes organised by the Autonomous 
Technological Institute of Mexico (ITAM), a 
leading business school.

Union relations
Unions are our strategic partners and key 
players in our drive to foster productivity and 
develop a safety culture. We believe that fair 
and respectful relations with unions build trust 
and mutual accountability. We respect the 
rights of employees to freedom of expression, 
association and collective bargaining.  
We engage unions to build trust through 
continuous dialogue, leadership development 
programmes, wellbeing activities (sports, culture, 
etc.) and continuous improvement projects. 

The CEO and the Head of Human Resources 
engage with union senior leadership while our 
business units regularly engage with local union 
committees and their delegates. These close 
relationships enable collaboration on capacity 
building of newly elected union committees. 
Win-win relations are the foundation for fair 
collective bargaining. During 2020, we did not 
experience any work stoppages or industrial 
action because of labour disputes.

The unions and the Company collaborate  
in an annual symposium on Safety. The forum 
presents best practices, with meaningful 
dialogue helping to identify the challenges and 
opportunities. Safety regulators also contribute 
to the symposium. In addition, the Company 
and unions jointly implement the ‘LEAL’ (Loyal) 
survey on work behaviours and wellbeing. 
These insights are used to improve our 
workforce engagement strategy.

WORKFORCE
2020
2019
2018 
2017
2016
2015

1,431
1,317

1,214
1,081

969

4,327
4,165
3,925

3,736
3,324

13,606
13,407
13,425
11,188
7,815

8172,6843,589
 Contractors  Unionised employees 
 Non-unionised employees

PERCENTAGE OF WOMEN

10.07%
4.58%

9.03%
11.29%

5.17%

5.08%
8.59%

9.32%
4.67%

9.59%

8.50%
4.07%

8.89%

2020

2018

2017 

2016 

20162019

 Manager and senior executive positions 
 Employees (unionised and non-unionised)
 Contractors

 
Note: This is the first year we are including statistics on women 
contractors. We traced data for 2018 and 2019.

LABOUR TURNOVER

6.15%
10.31%

5.71%
9.55%

3.97%

10.48%
6.29%

9.09%
5.61%

11.66%

2020

2018 

2017

2016 

2019

 Voluntary labour turnover  
  Total turnover

AVERAGE NON-HSECR  
TRAINING HOURS

39
52

49
41

22

87

2020

2018 
2019

2017

2014 
2016

AVERAGE HSECR TRAINING HOURS

50
35

45
40

42

57

2020

2018 
2019

2017

2014 
2016

Men Women Total

Senior managers 165 9 174

Employees 
(unionised and 
non-unionised)

4,943 641 5,584

Contractors 12,377 1,229 13,606

Total workforce 19,364
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SUPPORTING OUR

PEOPLE
LIVING UP TO OUR

PURPOSE

Best-practice considerations

Carry out a double materiality assessment  
to identify the ESG issues that are material  
to your company. 

Explain the assessment process and its 
outcome, using a heatmap or matrix.

Explain why the issues you have identified 
as material are important for the long-term 
success of your company.

Set out a clearly defined ESG strategy with 
focus areas which are based on these issues.

As far as possible, ensure that readers of the 
Annual Report can follow all of the above 
without having to refer to your website or 
separate publications.

Reports in focus

Fresnillo’s Annual Report illustrates some of the best-
practice considerations set out above. It explains clearly 
how ESG issues that are material to the company are 
identified by conducting a materiality assessment. A 
graphic illustrates each step of the assessment process 
while a matrix shows the importance of various ESG 
issues for the business and stakeholders. A second matrix 
forecasts the importance of these issues in 10 years’ time. 
The issues the company has identified as material as a 
result of this assessment are grouped into four categories, 
which form the focus areas of its ESG strategy.

The rationale for each focus area of the ESG strategy is 
explained with reference to its importance for the success 
of the company, including key stakeholder groups, such 
as employees and indigenous communities, an ethical 
corporate culture and good environmental stewardship. 
Several pages are dedicated to showcasing the company’s 
initiatives and achievements in each focus area, including 
statistics, cases studies and testimonials.

  Download the report here

Fresnillo Annual 
Report 2020
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http://www.fresnilloplc.com/media/488895/200421-fresnillo-ar2020-web.pdf


Overview

In ESG strategies, we see a company’s 
understanding of how they can best use  
their products and services to help society 
achieve a greener, more equitable and more 
sustainable future. 

A dedicated and effective approach rests on including 
both positive impact for society and implications for the 
bottom line. 

The COVID-19 pandemic has shone a light on the link 
between ESG and the resilience of a company’s business 
model. A resilient ESG approach is no different from any 
other business strategy created to propel a company 
forward in the context of its risks and opportunities. 
Leading ESG approaches share a common thread starting 
with purpose, outlining oversight structures, defining an 
ESG strategy and communicating that strategy through 
policies, programmes and metrics. This section investigates 
how successfully leading companies are adopting 
such approaches. 

STRATEGY
ESG
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What we are seeing

The majority of companies in our sample 
presented a separate ESG strategy in their 
Annual Report – so much so that 15% more 
companies published a separate ESG strategy  
as opposed to integrating ESG fully into an 
overall Group strategy. Key reasons for this 
trend include:

1.
Large companies being on a journey towards full ESG 
integration. It takes time and capital to plan, agree and 
embed a sound ESG strategy into an existing corporate 
strategy. Therefore, ESG integration is a gradual process.  
Only 26% of our sample had an ESG approach that was fully 
integrated into their corporate strategy.

2.
For some companies, a cohesive ESG and corporate 
strategy may be inappropriate. For example, separate ESG 
strategies might be seen as the best option for corporations 
who have many divisions, and an overarching strategy may 
not fit seamlessly with all the moving parts of a business. 

Based on the premise that having a stated ESG approach 
can boost corporate credibility, potentially impacting who 
buys from and does business with a company, 13% of our 
sample nevertheless presented no explicit ESG strategy in 
their Annual Reports. 

We were surprised by this for several reasons. Firstly, 
investors and other stakeholders are increasingly losing 
their tolerance for ESG-related incidents from data security 
breaches through to the high-profile destruction of cultural 
heritage sites. Secondly, ESG is expected to hold larger 
significance in the longer term as the Gen Z workforce 
is ethically orientated and tends to align behaviours, 
investment opportunities and employment with its ESG 
values. Thirdly, investors are increasingly focusing on 
the significance of the ‘S’ element of ESG post COVID-19, 
compared with pre COVID-19, and now expect companies 
to explain how they safeguard and nurture their employees. 
Lastly, the 13% of companies in our sample which did not 
have an ESG strategy may lose out given that investors 
increasingly believe that companies with a proactive 
approach to ESG present a lower risk and therefore offer 
a higher return on investment.

Additionally, the middle ground of the study’s data – 
where 20% of sampled companies included traces of 
ESG information in an overarching group strategy – also 
presents cause for concern as this seems to suggest a lack 
of commitment or transparency. While, in some cases, more 
details were promised in the next Annual Report as work 
was under way to develop and roll out new ESG strategies, 
our study suggested that there is a good deal of work to be 
done to shift this middle sample into the next stage of the 
ESG integration process.

 

  No stated/explicit ESG strategy 
 13%

   ESG elements incorporated into overarching  
Group strategy 
20%

   Separate ESG strategy 
41%

   ESG strategy fully integrated into  
corporate strategy 
26%

ESG STRATEGY

The expert’s view: Rachel Madan, 
Director of Sustainability & Impact
A strategy is a plan designed to achieve a particular long-term aim. An 
ESG strategy is a guide to integrating sustainability issues into everyday 
practice and performance. So if few companies consider ESG as an 
important part of their purpose – less than 10% of our sample (see page 10) 
– there is no guiding vision from which to draw strategic inspiration. And if 
only some companies thoroughly identify material risks and opportunities 
arising from ESG issues (see page 13), there is no guidance for prioritisation 
or urgency.

A credible, effective ESG strategy provides the company’s long-term vision 
of its contribution to sustainable development, defining what a company is 
trying to achieve and why. Companies should take a logical and sequential 
approach. Start with reviewing the corporate purpose. Does it contain any 
reference to ESG or sustainability? If not, why not? Once ESG is integrated 
into the company’s vision, the next step is to identify priorities for action 
– the material issues. And finally, a strategy which encapsulates how the 
company intends to achieve its goals can be developed.
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Our approach
We use smart science to create high-performance ingredients 
and technologies that improve lives. 

Smart science

Sustainability

Through our strategy

Our corporate strategy sets out the high-level 
themes that will help us to deliver our 
Purpose. A focus on growth, innovation and 
sustainability means that our smart science 
can help our customers to deliver both their 
consumer and sustainability commitments, 
while we achieve our own, creating 
sustainable value for our shareholders.

See page 22

InnovationGrowth

Aligning our business with  
our Purpose and accelerating  
our customers’ transition to 
sustainable ingredients.

The lifeblood of our 
business, we seek to 
increase the proportion of 
NPP (New & Protected 
Products) that we sell.

Consistent top and 
bottom-line growth, with 
profit growing ahead of 
sales, ahead of volume.

Consumer 
Care*

Life 
Sciences

Performance 
Technologies

Through the markets  
we serve

Our market focus targets Consumer Care, 
Life Sciences and Performance Technologies 
as we look to extend the reach of our smart 
science to consumers everywhere. From 
sun protection to pharmaceuticals, crop and 
battery technologies, these markets touch our 
lives every day.

Consumer Care
From 1 January 2021, Personal Care, Home 
Care and Iberchem were combined to create 
our new Consumer Care sector. 

See pages 24 - 29

Our smart science is 
helping our customers, 
large and small to create 
formulations with improved 
environmental profiles for 
thousands of personal  
and home care products 
while delivering clear 
benefits to consumers.

 * Reported as Personal Care 
for 2020.

We reach customers 
worldwide with our 
ingredients to deliver 
health care solutions, 
protect crops and enhance 
seeds. From our vaccine 
technologies to 
microplastic-free seed 
coatings, we are using our 
smart science to improve 
lives everywhere.

Our innovative, low-carbon, 
sustainable and technology-
rich additives and materials 
enable the transition of 
industrial markets to new 
sustainability-driven 
solutions. We work with our 
customers to help them to 
deliver superior 
performance, lower carbon, 
and greater circularity in 
materials, mobility, energy, 
and water industries.

At Croda our Purpose is to use Smart science to improve lives™, enabled by our distinctive values-led 
culture that governs how we work with one another and guides our relationships with all of our partners.  
We combine our knowledge, passion and entrepreneurial spirit to create, make and sell speciality 
ingredients that are relied on by industries and consumers everywhere.

Delivered by our shared values

Our distinctive values-led culture governs how we work and guides our relationships with 
others. Our shared values of ‘Responsible’, ‘Innovative’ and ‘Together’ focus our work to 
ensure our smart science helps to improve lives. For more information on our values see p16.

Croda International Plc
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How we measure the success of our Purpose

Creating Smart science to improve lives™ drives us all but we do not take this for granted. 
For details of the ways we measure the success of our Purpose, and the link to our executive 
remuneration, see our strategy on p22, our KPIs on p38 and our Remuneration Report on p76 and 80.

to improve lives™

By 2030 we will be... 

Croda was founded on the principle of using 
smart science to turn bio-based raw materials 
into innovative ingredients that help to 
improve lives. Our Commitment is to be 
Climate, Land and People Positive by 2030. 
Through this, and by being the most 
sustainable supplier of innovative ingredients, 
we will help provide solutions to some of the 
world’s biggest challenges. The United 
Nations Sustainable Development Goals 
(SDGs) are the foundation of our approach.

...Climate Positive
We will help our customers to avoid carbon 
emissions through the benefits in use of our 
innovative ingredients, whilst continually 
reducing our carbon footprint. We will 
increase our use of bio-based raw materials, 
which absorb carbon from the atmosphere. 
By combining these efforts, we will enable 
four times more carbon emissions to be 
avoided than we emit through our operations 
and supply chain.

See page 32

...Land Positive
The use of our agrochemical technologies 
helps farmers to increase yields and improve 
crop resilience while protecting biodiversity. 
Our continual innovation will help customers 
to mitigate the impact of climate change and 
land degradation, increasing the availability of 
land suitable for growing crops. The use of 
our products will enable more land to be 
saved than is used to grow our bio-based 
raw materials.

See page 34

...People Positive
We use our smart science to improve the 
lives of our own employees and people all 
around the world. We will contribute to     
SDG 3, developing ingredients to improve 
health and wellbeing, provide access to our 
smart science through our foundation, and 
encourage and promote diversity within our 
organisation. We will continue to innovate to 
increase our positive impact on society.  

See page 35

Our priority SDGs

Smart science 
to improve livesTM

People Positive

Land Positive

Fundamentals
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A strategy for a changing world
Our corporate strategy and our sector priorities are clearly linked to our Purpose, 
to use our Smart science to improve livesTM. They are enabled by our business 
model and powered by our people and strong relationships across our entire 
stakeholder ecosystem. This long-established strategy delivers value for 
shareholders, even in years of change and challenge worldwide.

Group strategic objective  We achieve this through What we have done in 2020 Our priorities in 2021 KPIs Risks

Growth
Consistent top and

bottom-line growth, with
profit growing ahead of
sales, ahead of volume.

 
 

• Sharing a clear Purpose
• Applying a strong and 

resilient business model 
(p12)

• Using our unrivalled local 
selling capability, with local, 
direct and digital selling

• Creating a balanced global 
manufacturing footprint

• Following a proactive and 
targeted M&A programme, 
investing in high-return 
opportunities

• Applying a disciplined 
approach to capital 
allocation

• Acquired Avanti Polar Lipids LLC, a 
US-based business creating delivery 
systems for pharmaceutical products, 
expanding our portfolio in Life Sciences 
(p26)

• Acquired Iberchem, a global Fragrances 
and Flavours business, strengthening our 
presence in consumer care markets (p24) 

• Delivered increased sales despite the 
pandemic, driven by second half recovery 
and acquisitions 

• Invested over £120m in further 
manufacturing capability, including 
speciality excipients, and opportunities 
that leverage Avanti’s expertise

• Increase capability in 
sales, marketing, 
R&D, digital expertise 
and skills in Asia

• Realise the value of a 
new full-service 
offering for Personal 
Care and Home Care 
through our new 
Consumer Care 
sector

• Continue to scale our 
drug delivery business

• Integrate our 
acquisitions

• Core Business  
sales growth %

• Return on sales %
• Adjusted basic 

earnings per share 
(EPS)

• Operating profit, 
earnings per share 
growth as well as 
relative Total 
Shareholder Return 
are metrics used for 
executive 
remuneration (p80)

• Revenue generation in 
established and 
emerging markets

• Our people — culture, 
wellbeing, talent 
development and 
retention

Innovation
The lifeblood of our 

business, we seek to 
increase the proportion of 

NPP (New & Protected 
Products) that we sell.

• Investing in our own R&D 
application and regional 
innovation centres

• Working closely with 
customers to better 
understand their needs

• Identifying disruptive 
technologies

• Working with Open 
Innovation partners

• Enabled our R&D teams to access 
laboratories safely during COVID-19 
restrictions, protecting our future 
innovation pipeline

• Added proprietary lipid technology to our 
capabilities in drug delivery systems 
through the acquisition of Avanti 

• Upgraded innovation centres in Shanghai, 
the UK and USA enabling us to work 
more closely with local and global 
customers

• Continued to invest in our digital 
programme across the create, make and 
sell areas of our business model (p12)

• Scale our 
biotechnology 
expertise, increasing 
investment and smart 
partnerships to scale 
up, in line with sector 
and sustainability 
goals

• Continue to build our 
digital capability in 
knowledge 
management

• New and Protected 
Products (NPP) % of 
Group sales

• An NPP metric is 
used for executive 
remuneration (p80)

• Product and technology 
innovation and 
protection

• Digital technology 
innovation

• Our people — culture, 
wellbeing, talent 
development and 
retention

Sustainability
Aligning our business  
with our Purpose and 

accelerating our 
customers’ transition to 
sustainable ingredients 

 
 

• Creating ingredients that 
provide a benefit in use 
with reduced environmental 
impact

• Aligning our business with 
the United Nations 
Sustainable Development 
Goals (SDGs)

• Identifying the short, 
medium, and long-term 
time horizons and specific 
climate-related risks and 
opportunities which could 
have a material financial 
impact on us

• Established interim goals against which 
we are measuring our progress towards 
meeting our 2030 sustainability 
Commitment

• Developed decarbonisation roadmaps for 
our top ten carbon-emitting sites

• Continued to increase the positive impact 
of our actions and deliver benefits for our 
customers and consumers

• Started to replace traditional 
petrochemical surfactants with our ECO 
range of bio-based products

• Identified impacts to products and our 
supply/value chain under various 
climate-related scenarios. Identified 
adaptation and mitigation activities and 
invested in R&D and operations to 
increase resilience

• Continue assessment 
of the carbon benefits 
of Croda’s products 
in use

• Begin implementation 
of decarbonisation 
roadmaps for our top 
ten sites

• Develop 
decarbonisation 
roadmaps for our 
other sites

• Continue to monitor 
where our strategies 
may be affected by 
climate-related risks 
and opportunities, 
extending work 
already done for 
recent acquisitions

• Total Recordable 
Injury Rate

• Absolute scope 1 and 
2 emissions and  
scope 1 and 2 
emissions intensity

• Land area saved 
• Number of lives 

improved (through the 
use of Croda 
ingredients)

• KPIs aligned to the 
delivery of our Climate 
and Land Positive 
Commitments are 
used for executive 
remuneration (p80)

• Delivering sustainable 
solutions — Climate 
Positive

• Product quality/liability 
claims

• Loss of significant 
manufacturing site

• Suppliers and raw 
material security

• Product stewardship 
and chemical regulatory 
compliance

• Ethics and compliance

Croda International Plc
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Group strategic objective  We achieve this through What we have done in 2020 Our priorities in 2021 KPIs Risks

Growth
Consistent top and

bottom-line growth, with
profit growing ahead of
sales, ahead of volume.

 
 

• Sharing a clear Purpose
• Applying a strong and 

resilient business model 
(p12)

• Using our unrivalled local 
selling capability, with local, 
direct and digital selling

• Creating a balanced global 
manufacturing footprint

• Following a proactive and 
targeted M&A programme, 
investing in high-return 
opportunities

• Applying a disciplined 
approach to capital 
allocation

• Acquired Avanti Polar Lipids LLC, a 
US-based business creating delivery 
systems for pharmaceutical products, 
expanding our portfolio in Life Sciences 
(p26)

• Acquired Iberchem, a global Fragrances 
and Flavours business, strengthening our 
presence in consumer care markets (p24) 

• Delivered increased sales despite the 
pandemic, driven by second half recovery 
and acquisitions 

• Invested over £120m in further 
manufacturing capability, including 
speciality excipients, and opportunities 
that leverage Avanti’s expertise

• Increase capability in 
sales, marketing, 
R&D, digital expertise 
and skills in Asia

• Realise the value of a 
new full-service 
offering for Personal 
Care and Home Care 
through our new 
Consumer Care 
sector

• Continue to scale our 
drug delivery business

• Integrate our 
acquisitions

• Core Business  
sales growth %

• Return on sales %
• Adjusted basic 

earnings per share 
(EPS)

• Operating profit, 
earnings per share 
growth as well as 
relative Total 
Shareholder Return 
are metrics used for 
executive 
remuneration (p80)

• Revenue generation in 
established and 
emerging markets

• Our people — culture, 
wellbeing, talent 
development and 
retention

Innovation
The lifeblood of our 

business, we seek to 
increase the proportion of 

NPP (New & Protected 
Products) that we sell.

• Investing in our own R&D 
application and regional 
innovation centres

• Working closely with 
customers to better 
understand their needs

• Identifying disruptive 
technologies

• Working with Open 
Innovation partners

• Enabled our R&D teams to access 
laboratories safely during COVID-19 
restrictions, protecting our future 
innovation pipeline

• Added proprietary lipid technology to our 
capabilities in drug delivery systems 
through the acquisition of Avanti 

• Upgraded innovation centres in Shanghai, 
the UK and USA enabling us to work 
more closely with local and global 
customers

• Continued to invest in our digital 
programme across the create, make and 
sell areas of our business model (p12)

• Scale our 
biotechnology 
expertise, increasing 
investment and smart 
partnerships to scale 
up, in line with sector 
and sustainability 
goals

• Continue to build our 
digital capability in 
knowledge 
management

• New and Protected 
Products (NPP) % of 
Group sales

• An NPP metric is 
used for executive 
remuneration (p80)

• Product and technology 
innovation and 
protection

• Digital technology 
innovation

• Our people — culture, 
wellbeing, talent 
development and 
retention

Sustainability
Aligning our business  
with our Purpose and 

accelerating our 
customers’ transition to 
sustainable ingredients 

 
 

• Creating ingredients that 
provide a benefit in use 
with reduced environmental 
impact

• Aligning our business with 
the United Nations 
Sustainable Development 
Goals (SDGs)

• Identifying the short, 
medium, and long-term 
time horizons and specific 
climate-related risks and 
opportunities which could 
have a material financial 
impact on us

• Established interim goals against which 
we are measuring our progress towards 
meeting our 2030 sustainability 
Commitment

• Developed decarbonisation roadmaps for 
our top ten carbon-emitting sites

• Continued to increase the positive impact 
of our actions and deliver benefits for our 
customers and consumers

• Started to replace traditional 
petrochemical surfactants with our ECO 
range of bio-based products

• Identified impacts to products and our 
supply/value chain under various 
climate-related scenarios. Identified 
adaptation and mitigation activities and 
invested in R&D and operations to 
increase resilience

• Continue assessment 
of the carbon benefits 
of Croda’s products 
in use

• Begin implementation 
of decarbonisation 
roadmaps for our top 
ten sites

• Develop 
decarbonisation 
roadmaps for our 
other sites

• Continue to monitor 
where our strategies 
may be affected by 
climate-related risks 
and opportunities, 
extending work 
already done for 
recent acquisitions

• Total Recordable 
Injury Rate

• Absolute scope 1 and 
2 emissions and  
scope 1 and 2 
emissions intensity

• Land area saved 
• Number of lives 

improved (through the 
use of Croda 
ingredients)

• KPIs aligned to the 
delivery of our Climate 
and Land Positive 
Commitments are 
used for executive 
remuneration (p80)

• Delivering sustainable 
solutions — Climate 
Positive

• Product quality/liability 
claims

• Loss of significant 
manufacturing site

• Suppliers and raw 
material security

• Product stewardship 
and chemical regulatory 
compliance

• Ethics and compliance

See page 38 See page 46

Across sectorsBy sectors

Strategic priorities

 
Refine to Grow 
Performance 
Technologies

We are refining Performance 
Technologies to focus on high-tech 
markets and reduce exposure to 

cyclical business. 

Expand to Grow  
Life Sciences

With its growing margin and exciting 
technologies aligned to global health and 
crop sustainability trends, we continue to 
build our Life Sciences brand as a high 

value-add solution provider to our 
pharmaceutical and crop customers.

Strengthen  
to Grow  

Consumer Care*
Already recognised as the leading market 
innovator, we will strengthen growth in our 

Personal Care business. With the acquisition 
of Iberchem, together with unlocking the high 
growth potential of our Home Care business, 
2021 will see these three legs consolidated 

into a Consumer Care sector. 

* Reported as Personal Care in 2020.

See page 26

See page 28

See page 24

Robust 
global supply 

chain

Employer  
of choice

More  
proactive  

M&A

Deliver fast 
growth  
in China

Scale 
biotechnology

Build our  
digital  

capability
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Climate Positive
We will continue to reduce our carbon footprint and increase our use of 
bio-based raw materials, whilst the benefits in use of our ingredients will 
enable more carbon to be saved than we emit through our operations 
and supply chain.

Tackling the climate crisis is our biggest 
challenge, but, through decarbonisation, 
innovation and customer collaboration, it also 
offers us our greatest opportunities. 

Reducing emissions

Milestones
• 25% reduction in absolute scope 1 

and scope 2 emissions by the end of 
2024

• All Croda locations to have a 
decarbonisation roadmap by the end 
of 2022 

We are committed to reducing emissions in 
line with the science required to limit global 
warming to 1.5°C above pre-industrial levels, 
and are signed up to the UN Global 
Compact’s Business Ambition for 1.5°C. 
Early in 2021 we will have our Science Based 
Targets validated — to be on track to achieve 
our targets, our manufacturing sites need to 
reduce emissions by 46.2% by 2030 (using 
2018 as the baseline).

In 2020, manufacturing sites representing 
90% of our total emissions developed 
decarbonisation roadmaps to 2030. This 
involved understanding current energy 
requirements, identifying opportunities to 

reduce and re-use energy, as well as 
exploring the feasibility of switching to 
renewable sources. These roadmaps have 
been collated and the global position 
quantified from both financial and  
carbon-reduction impact perspectives.  
This outstanding work gives us confidence 
that our Climate Positive commitment  
is achievable.

2020 also saw us confirm and start to 
implement an internal carbon price of £50/
tonne CO2e for all capital expenditure 
applications. We believe this will continue to 
drive the right investment decisions for us to 
meet the challenging targets we have set.

The majority of our emissions lie within our 
supply chain, embedded in our raw materials. 
To reduce these emissions, we will also set a 
scope 3 Science Based Target during 2021. 
Collaboration, engagement and encouraging 
suppliers to set their own emissions reduction 
targets will be key to us making progress. As 
many of our key customers have also 
committed to Science Based Targets, our 
Climate Positive commitments will support 
them in achieving their own scope 3 
reductions, with the cradle-to-gate carbon 
footprint of our products significantly reducing 
over this critical decade for climate action.

It is an exciting and valuable 
experience to be involved in 
creating the roadmap, where 
we can improve current 
processes and explore novel 
technologies which may very 
soon become the norm for us.”

Shu Ying Tan
Graduate Trainee, Croda Singapore

1. Scope 1 emissions are calculated using Defra Government emission 
conversion factors for greenhouse gas company reporting. Scope 2 
emissions are market-based (location-based by proxy for 2015 and 2016).

2. Value added is defined as operating profit before depreciation and 
employee costs at 2015 constant currency.

Since 2015, our baseline year, our total scope 1 and 2 GHG emissions have 
reduced by 15.4%. Within this, our scope 1 emissions have increased by 13.3%, 
whilst we have seen a greater than 67% reduction in scope 2 emissions. Since 
2017 we have been reporting market-based scope 2 emissions, which better 
reflect our purchasing of renewable electricity at greater levels than the national 
averages in the countries where we operate.

Scope 1 and 2 GHG emissions from our UK operations were 35,277 TeCO2e  
in 2020 (2019: 34,932 TeCO2e) representing approximately 20% of our global 
GHG emissions. 

Our chosen measure of GHG emission intensity divides our GHG emissions 
(market-based scope 2 emissions) by value added2, a measure of our business 
activity. Our 2015 baseline year, along with 2016, were calculated using 
location-based scope 2 emissions as a proxy. Since 2015, our GHG emissions 
intensity has improved by 33%, illustrating how we are decoupling growth  
from our environmental impact. 

Our scope 1, 2 and 3 GHG emissions are verified by Avieco.  
Their formal independent verification statement is available at:  
www.croda.com/carbonverification.

Energy consumption and efficiency improvements
In 2020 we consumed 1,113,064,125 kWh (2019: 1,026,316,451 kWh) of energy across our global operations. This included 223,177,222 kWh (2019: 223,465,355 
kWh) consumed by UK operations. As part of our strategy to improve the efficiency of energy consumption, 27 projects were implemented globally, realising 
31,642,487 kWh of annualised efficiency improvements, equivalent to 18,500 TeCO2e avoided emissions.

GHG emissions (TeCO2e)1

2019

2020

2018

140,403 33,959

2017

153,211 48,280

2016

134,562 48,055

2015

128,550 67,350

130,492 71,727

23,065147,954

Scope 1 Scope 2

GHG emissions intensity (TeCO2e/£m)

2019

2020

2018 336

2017 319

2016 356

2015 408

293

274

Scope 1 and 2 emissions intensity
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To improve the impact of our 
products, sustainability needs 
to be built-in during the design 
and development of new 
products, so we need to 
ensure our scientists have the 
skills and knowledge to 
incorporate sustainability into 
the innovation process.”

Sarah Davidson
recently promoted to Global R&D 
Sustainability Co-ordinator

Carbon cover

Milestones
• 2 million tonnes of CO2e emission 

savings delivered through use of our 
products by the end of 2024

• 100% of our product portfolio 
evaluated for downstream scope 3 
impact by the end of 2024

Our ingredients offer many sustainability 
benefits in use, including helping our 
customers and their consumers reduce or 
avoid greenhouse gas emissions. Our aim is 
that, by 2030, the use of our products will 
avoid four times the carbon emissions 
associated with our business, a Carbon 
Cover of 4:1. By achieving this target, in 2030 
the use of our products will be avoiding 3.8 
million tonnes CO2e per year, equivalent to 
removing the emissions associated with one 
coal-fired power plant for the whole year.

In 2020 we identified several case studies for 
existing ingredients, quantifying the avoided 
emissions associated with their use. Our 
methodology for quantifying and reporting 
these avoided emissions is externally verified 
by Avieco, a market-leading sustainability 
consultancy. 

The total avoided emissions in 2020 
associated with sales of ingredients attached 
to these case studies as well as those 
attached to previously verified case studies 
was 839,220 TeCo2e. This leads to a carbon 

Task Force on Climate-related Financial Disclosures (TCFD)
Governance Our Board is responsible for dealing with risks and opportunities associated with  

climate change. 
All management positions share the responsibility of assessing and managing relevant  
climate-related risks and opportunities. 

Strategy We have identified a range of short, medium and long-term climate-related risks  
and opportunities. 
Climate-related risks and opportunities are taken into account within our business,  
strategy and financial planning. 
We look at a 1.5°C scenario alongside our business strategy and are committed to bold  
emissions reduction targets. 

Risk 
Management

Climate-related risks are integrated into our risk assessment process and are assessed  
using our risk framework. 
Climate-related risks are reviewed by the Board and monitored regularly through our 
SHEQ committee. 
We have thorough processes in place for assessing and managing climate-related risks,  
which are integrated into our overall risk management framework. 

Metrics and 
Targets

We have several climate-related targets in line with a 1.5°C scenario, which have a range  
of metrics to ensure we are meeting our targets. 
We monitor our scope 1, scope 2 and scope 3 GHG emissions, and the related risks.
We have a range of stretching KPIs to help us manage climate-related risks and opportunities  
and performance against targets.

cover ratio of 0.8:1, similar to 2019. Avoided 
emissions associated with our sales of our 
case studies from 2019 fell, primarily due to a 
slowdown in the automotive market, where 
our polymeric friction modifiers in engine oils 
provide significant emissions avoidance. Our 
Carbon Cover working group is building our 
case studies to develop a methodology for us 
to identify avoided emissions for larger 
product/application areas.

Sustainable innovation

Milestones
• 71% (rolling three-year average) of our 

organic raw materials to be bio-based 
by the end of 2024

In 2020, our use of bio-based organic raw 
materials increased to 67% (2019: 63%) as 
we commissioned our bio-surfactants plant in 
North America. Our 2030 target is for this to 
reach 75% which is three times the target of 
the European chemical industry. Bio-based 
raw materials sequester carbon from the 
atmosphere as they grow, so using them to 
displace fossil-based materials has a positive 
impact on the climate.

Over the past year significant progress has 
been made aligning the work of our global 
Research and Development (R&D) teams with 
the SDGs. Sustainability is now considered 
first during new product development and our 
R&D teams are challenged to assess the 
impact of their projects against our 

Commitment to become Climate, Land, and 
People Positive. This new approach was 
integrated throughout our global R&D 
function through 2020. In order to progress 
further towards this target, our global R&D 
team have begun to build a database of 
bio-based raw materials, which will broaden 
the range that can be selected during new 
product development.

Find more information on our progress against 
our Climate Positive strategy, including our 
detailed 2030 targets in our Sustainability Report 
2020, p12-17 and p40-41.

See p57 & p63

See p22

See p45-48

See p30-35, 
p39 & p76
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Best-practice considerations

Define what your audience needs to 
understand about your ESG efforts.

Act on the ESG issues that are significant 
for your company, as identified by your 
materiality assessment, by developing a 
clearly defined ESG strategy.

Ensure that your ESG strategy aligns with 
your corporate strategy and purpose.

Consider how you can demonstrate the 
success of your ESG strategy.

Reports in focus

Croda International uses a comprehensive, circular model 
to present its purpose-led corporate strategy. ESG 
commitments are unmistakably fully integrated into the 
three-pillared approach, which signals the company’s 
aim of becoming climate, land, and people positive by 
2030. Furthermore, the integrated ESG group strategy 
aligns to nine UN SDGs, which heightens the focus of 
the disclosure.

In a separate spread, the report further describes the 
Group’s progress in reaching the strategic objective 
of ‘sustainability’. Performance, priorities, KPIs and 
risks are presented to give the readers a well-rounded 
understanding of Croda’s sustainability commitments.

What is very impressive about this report is the disclosure 
of ESG milestones under each of the three strategic pillars: 
to become climate, land and people positive. The milestones 
are highlighted through green pull-out boxes and citations 
add depth to discussion. This helps to demonstrate the 
success of Croda’s ESG strategy, define what its audience 
needs to understand about its ESG efforts and aligns with 
the corporate strategy and purpose.

  Download the report here

Croda Annual 
Report 2020
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Overview

Once a company has identified its material ESG 
issues and formulated a strategy to address 
them, it has to consider how to measure its 
success in doing so. 

This involves choosing performance indicators, presenting 
them in the Annual Report and deciding whether or not to 
include them in executive remuneration. This can range from 
grouping material issues into focus areas and reporting on its 
initiatives in each area, all the way to including delivery against 
specific targets in the remuneration of its executive directors. 

ESG PERFORMANCE 
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What we are seeing

Most companies in our sample had defined 
focus areas for their ESG strategy and 
developed initiatives or objectives associated 
with them, but only about one-third had 
actually set targets. 

Further, if they had set a target, it was often a generic 
commitment to the UK Government target to bring all 
GHG emissions to net zero by 2050 (recently upgraded to 
reducing emissions by 78% by 2035) or the Paris Agreement 
to limit the global temperature increase in this century to 
2ºC above pre-industrial levels, while pursuing the means 
to limit the increase to 1.5ºC. Company-specific targets 
were less common and tended to focus on emissions and 
other environmental data, some of which was already 
captured as part of mandatory reporting requirements, 
such as Streamlined Energy and Carbon Reporting (SECR) 
disclosure. Social and governance commitments tended to 
centre around employee engagement, reducing the gender 
pay gap and increasing diversity, but were often aspirational 
rather than having stated targets.

Even when company-specific objectives or targets were set, 
only about half included timeframes against which progress 
could be measured and only one-third of the companies in 
our sample had timeframes for all their ESG objectives or 
targets. The overwhelming majority of companies which had 
set timeframes had at least one target based on timeframes 
of five years or more, but this was often not more than a 
generic commitment to net zero by 2050. Company-specific 
targets tended to be less long term and 13% of our sample 
had no timeframes at all for their targets, making it more 
difficult for readers of the Annual Report to assess the 
effectiveness and success of the company’s ESG strategy.

  Priorities/focus areas 
 34%

   Objectives/strategic initiatives 
33%

   Targets 
33%

  No timeframes 
 13%

   Timeframes provided for some priorities or objectives 
51%

   Timeframes provided for all priorities or objectives 
36%

   No discussion of non-financial  
executive remuneration 
31%

   Brief discussion of non-financial  
executive remuneration 
28%

   Detailed discussion of non-financial  
executive remuneration 
41%

   Performance discussed as part of main narrative only 
10%

   Highlighted through pull-out statistics or charts 
41%

   Table for some material issues or priorities or as 
summary of ESG performance as a whole 
23%

   Full table for all material issues or priorities 
26%

PERFORMANCE  
INDICATORS

TIMEFRAMES EXECUTIVE  
REMUNERATION

PRESENTATION  
OF PERFORMANCE

Where objectives or targets were set, they were in some 
cases included in executive remuneration, boosting the 
credibility of the company’s ESG commitments, or in others 
stated as being under consideration, often in response to 
shareholder pressure. Over half of those companies which 
already included non-financial performance indicators in 
executive remuneration, usually in the bonus or long-term 
incentive (LTIP) schemes, made considerable efforts to show 
this in the ESG or KPI sections of their Annual Report, the 
Remuneration Report or both. This is particularly important 
if there is a separate ESG strategy whose performance 
indicators are different from the non-financial performance 
indicators of the corporate strategy. However, one-third of 
companies in our sample did not include any non-financial 
performance indicators in their remuneration policy.

Moving on to how ESG performance was communicated 
in the Annual Report, given the relatively low granularity of 
performance indicators, the presentation of performance 
data tended to be high level. The most popular format, used 
by almost half of companies in our sample, was to highlight 
selected achievements through pull-out statistics or charts. 
The other half used a tabular format, but in many cases this 
covered only a selection of their material issues. Only 26% of 
our sample disclosed performance data for all their material 
issues together in a full dashboard or table; and 10% only 
discussed ESG performance as part of the main narrative, 
without tables, charts or other visual support.
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Strong performance 
in challenging times
Annual Report 2020

Our material issues

What matters most

Maintaining high standards of corporate governance and 
sustainable development requires a focused approach on 
the issues that stakeholders tell us are the most material 
to Polymetal – and to society and the environment.

Key:

Target achieved

Target on track

Target not achieved

Material issues Targets Performance in 2020 Status

Health & safety • Ensure zero fatalities • 0 reportable fatalities

• Maintain LTIFR below 0.2 • 0.12 LTIFR (2019: 0.19)

• Year-on-year decrease in absent days 
following accidents

• 1,583 absent days following 
accidents (2019: 1,760)

Employees • Maintain turnover rate below 6% • 6.5% employee turnover (2019: 5.8%)

• Improve equality and diversity, 
including women’s representation  
in the Talent Pool

• 21% of employees are women (2019: 
21%), with 25% of women in the 
Talent Pool

• Support labour rights • 83% employees under collective 
agreements

Climate change • Reduce GHG emissions intensity by 
5% by 2023 (baseline 2018)

• 4% decrease in GHG intensity 
compared to 2019 

• Achieve 7% of total electricity 
generation from renewable sources 
by 2025

• 3,586 GJ of renewable energy 
generated – less than 1% of total 
generation

• Update climate change scenarios and 
implement mitigating actions required 
to achieve the 2°C trajectory in 2021

• Conducted scenario analysis and 
climate risk assessment

Water • Reduce fresh water use1 by 11% per 
tonne of ore processed by 2023 
(baseline 2018)

• 36% y-o-y decrease in fresh water 
use for processing per unit of 
production (in the target scope)

• Increase water recycled/reused • 89% of water reused/recycled  
(2019: 87%)

• Ensure zero water contamination • 1 case of untreated water discharge

Material issues Targets Performance in 2020 Status

Waste and pollutants • Reuse or recycle at least 16% of 
waste by 2023

• 17% of waste reused (2019: 14%)

• Achieve 15% dry-stack tailings 
storage by 2024

• 11% of tailings dry stacked (2019: 
10%)

• Decrease sulphur dioxide  
emissions intensity by 1% by 2020 
(2016 baseline)

• Sulphur dioxide emissions intensity 
decreased by 26% to 0.055 t per kt 
of ore processed (2016: 0.074 t per kt 
of ore processed)

Biodiversity and lands • By 2023 design a framework to 
evaluate Polymetal’s biodiversity 
footprint 

Not applicable, target set in 2020

• By 2023 develop biodiversity action 
plans for all high-risk sites, in 
collaboration with scientists, NGOs, 
and local communities

Not applicable, target set in 2020

• By 2023 examine a path to 
net-positive impact on biodiversity

Not applicable, target set in 2020

Communities • Ensure zero community conflicts • Zero conflicts

• Ensure positive engagement • 151 letters of gratitude
• 572 inquires received and resolved 

(2019: 588)

• Maintain the level of financial giving • $17.9m invested (2019: $15.1m)

Supply chain • Purchase from local suppliers 
whenever possible

• 43% local purchasing (Kazakhstan: 
82%; Russia: 37%)

• Increase supplier engagement 
in sustainability

• Implemented human rights clauses in 
all contracts with business partners

1 Excluding water for non-technological purposes
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GHG INTENSITY 1

(Tonnes per Kt of ore processed)
-4%

2018 2019 2020

80

60

40

20 N/A

79.8 76.3

TOTAL CASH COST4

ALL-IN SUSTAINING CASH COST4

($/GE oz)

-3%
 +1%

2018 2019 2020

1,000

800

600

400

654

864 874

638

866

655

All-in sustaining cash costTotal cash cost

GOLD EQUIVALENT
PRODUCTION2

(Koz)

+4%

2018 2019 2020

2,000

1,500

1,000

500

1,427 1,496 1,559

UNDERLYING RETURN ON EQUITY4

(ROE) (%)
+11pp

2018 2019 2020

30

25

20

15

16
19

30

REVENUE
($m)

+19%

2018 20193 2020

3,000

2,400

1,800

1,200

1,882
2,241

2,865

CAPITAL EXPENDITURE
($m)

+34%

2018 2019 2020

600

525

450

375

344

436

583

LOST TIME INJURY
FREQUENCY RATE (LTIFR)

-38%

2018 2019 2020

0.20

0.15

0.10

0.05

0.09

0.19

0.12

FREE CASH FLOW4 
($m)

+138%

2018 2019 2020

650

400

525

275 176
256

610

ORE RESERVES
(Moz)

2018 2019 2020

30

25

20

15

+10%

24.0 25.2
27.9

DIVIDENDS PROPOSED
FOR THE YEAR
($/share)

+57%

2018 2019 2020

1.40

1.15

0.90

0.65 0.48

0.82

1.29

ADJUSTED EBITDA4

($m)
+57%

2018 2019 2020

2,000

1,500

1,000

500

780
1,075

1,686

NET EARNINGS5

UNDERLYING NET EARNINGS4

($m)

+125%
+83%

2018 2019 2020

1,200

900

600

300

355
447

586

1,072

483

1,086

Net earnings Underlying net earnings

Key performance indicators

Measuring our strategic success
Sustainability Operating Financial

Reducing GHG emissions: we are taking 
steps to build a truly sustainable economy 
by measuring and disclosing our 
environmental impact.

We achieved a 4% decrease in our GHG 
emission intensity (measured as Scope 1 
and Scope 2 emissions per 1,000 tonnes of 
ore processed) in 2020. 

High-grade, full capacity utilisation and 
continued operational improvement, as well 
as foreign exchange rates and oil price are 
the key drivers behind total cash cost (TCC) 
per ounce.

TCC was $638/GE oz, down 3% year-on-
year. AISC was broadly unchanged at $874/
GE oz. The depreciation of the RUB and KZT 
against the US$ and cost improvements 
outweighed additional Covid-related costs 
and inflationary pressures.

Annual target for gold equivalent (GE) 
production is an indicator to the market of 
our confidence in delivering stable and 
reliable growth.

In 2020, gold equivalent output amounted 
to 1,559 Koz, a 4% increase year-on-year 
and 4% above the original production 
guidance of 1.5 Moz.

Return on equity (ROE) is one of the most 
important metrics for evaluating a 
company’s profitability and measures the 
efficiency with which a company generates 
income using the funds that shareholders 
have invested.

In 2020, ROE (based on underlying net 
earnings and average equity adjusted for 
translation reserve) was 30% (2019: 19%) 
and remains one of the highest in the sector.

Top-line indicator, heavily dependent on 
commodity prices but also driven by the 
delivery of production volumes.

In 2020, revenue increased by 28% 
year-on-year to $2,865 million driven by 
growth in gold and silver average-realised 
prices. Gold and silver sales were broadly 
in line with production volume trends.

1 A new methodology has been applied since 2020 for more precise disclosure 
of emissions; data for 2019 has been restated accordingly for comparative 
purposes. Data for 2018 calculated using the old methodology is considered to 
be unrepresentative. 

2 Based on a 120:1 Au/Ag conversion ratio (prior to Q2 2020, Polymetal used an 
80:1 Au/Ag ratio) and excluding base metals (which were previously included). 
Historical comparative data restated accordingly.

3 Excluding Kapan in 2019 (disposed in January 2019). 
4 Defined in the Alternative performance measures section on page 216–217.
5 Profit for the financial period.

Our rigorous approach to all investment 
decisions ensures tight controls on 
capital expenditure, boosting the return 
on capital invested for shareholders and the 
sustainable development of the business.

Capital expenditure was $583 million, 
up 34% year-on-year, and 8% above the 
guidance due to accelerated spending in a 
bid to neutralise the impact of the pandemic 
on project schedules.

An improvement in the health and safety of 
employees at our operations is a key priority 
with a goal of zero fatalities.

No fatal accidents among the Group 
workforce or its contractors occurred in 2020 
(compared with two employee fatalities and 
one contractor fatality in 2019). The lost time 
injury frequency rate (LTIFR) among the 
Group’s employees decreased by 38% 
year-on-year to 0.12.

A key indicator in any business; generating 
a healthy free cash flow enables us to 
provide significant cash returns for 
shareholders.

The Company continued to generate 
significant free cash flow that amounted to 
$610 million, supported by a net cash 
operating inflow of $1,192 million.

Extending mine life through near-mine 
exploration and new discoveries from 
greenfield exploration both contribute to the 
Company’s long-term growth prospects.

In 2020, the Company increased its ore 
reserves by 10% to 27.9 Moz of GE driven 
by successful exploration results at Kyzyl, 
Prognoz and Voro.

Our aim is to deliver meaningful dividends 
to our shareholders at all stages of both the 
commodity cycle and our investment cycle.

In 2020, dividends of $608 million ($1.29 
per share) were proposed, compared with 
$0.82 per share in 2019.

Adjusted EBITDA provides an indicator of 
our ability to generate operating cash flows 
from the current business.

In 2020, Adjusted EBITDA increased by 
57% year-on-year to $1,686 million, with an 
Adjusted EBITDA margin of 59%, reflecting 
a 27% increase in gold and silver average 
realised prices against a stable cost base.

Underlying net income is a comprehensive 
benchmark of our core profitability, 
excluding foreign exchange gains/ 
losses, impairments and one-off 
non-recurring items.

Underlying net earnings increased by 83% 
to $1,072 million on the back of higher 
operating profit.
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Group CEO

$433,825 $905,483 Total $1,765,488 

$47,656 

$383,528 

$433,843 $216,816 $222,553 Total $920,868 

$42,652

Base salary Annual bonus Pension Performance Share Plan

Target

Penalty

25% 25% 10%20% 20%

Production TCC New projects DIS Sustainability

Outcome

24% 25% 14% (12%)
111%
$433,825

100%

30% 30%

Production TCC New projects DIS Sustainability

TSR Growth
2020

Vesting percentage
of maximum

100% vesting 100%

89.7%

20%

0%0%

133%

89.7% vesting107.9%

20% vesting

Upper decile

Polymetal

Median TSR growth49.7%

Remuneration Committee report

Remuneration at a glance
The overview below summarises the vesting outcomes for our 
incentives during 2020, and the alignment of these outcomes 
with our corporate strategy, and the actual payments to the 
Group CEO for 2020. 

Remuneration policy Pay for performance

Annual bonus outcome

PSP vesting

Single total figure of remuneration (audited information)

Our remuneration policy Key features

Base salary
To attract and retain  high-calibre 
executives

Link to strategy:

 Robust performance

 Delivering growth

• Annual review by 
Remuneration 
Committee

• Increases in line with 
the wider workforce, 
except where a 
change in the scope 
of the role occurs

10
0%

Annual bonus
To focus on achieving  annual 
performance goals,  based on 
KPIs and strategy

Link to strategy:

 Securing the future

Performance Share Plan
To provide long-term alignment 
with shareholders’ interests by 
delivering above-market returns

Link to strategy:

 Securing the future

   Governance and sustainability

• Maximum bonus 
opportunity – 120% 
of base salary

• 50% of the bonus 
earned is 
compulsorily deferred 
into shares

• Penalty factor for 
fatal/severe accidents

• Default grant level 
– 125% of base 
salary

• 4-year vesting period 
and an additional 
mandatory 1-year 
holding period

• TSR performance 
against global peers

10
0%

12
5%

Year 2021 2022 2023 2024 2025 2026

50% 
subject 

to 3-year 
deferral

1/3 
shares

1/3 
shares

1/3 
shares

Shares

50% 
cash

1-year 
post-vest 
holding

The graph below sets out total remuneration for the Group CEO for 2020. Further details are provided on page 142.

Fatalities

0
2019: 2

Annual bonus payment made in 
respect of performance for the year 
comprised 111% of base salary, or 
$433,825.

  Further details on the performance measures, 
targets and actual outcomes are provided on 
page 143

During the four-year performance 
period ending 28 April 2020 for the 
PSP awards made in 2016, Polymetal 
achieved a positive absolute TSR of 
107.9% and outperformed a median 
TSR of 49.7% of the FTSE Gold Mines 
Index constituents.

  Further details on PSP vesting are provided 
on page 145

Net earnings

$1,086m
(+125%)

Dividend yield (2020)

6.3%
Including final dividend proposed 
for 2020.
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Single total figure of remuneration (audited)
Summary
From 1 April 2020, the approved salary increase for the Group CEO was 4%, which is in line with Russian inflation and the average increase 
for the rest of our workforce. From 1 April 2021, a 5% salary increase will be made (in line with the unscheduled indexation for all of the 
Company’s employees made in September 2020 on the back of higher competition for the workforce and in order to retain key personnel) 
in addition to the annual scheduled inflation-based increase of 5% (in line with the inflation rate and the rest of the Russian-based workforce). 
The total salary increase will be 10%. The revised Group CEO base salary is $430,967 per annum (using 72 RUB/$ exchange rate).

As a result of the strong performance of the Company and achieving the set KPIs, the Group CEO received a bonus of 92% of maximum 
opportunity for the year (which constitutes 111% of his base salary or $433,825), with 50% of bonus deferred into shares vesting over a 
period of the next three years under the terms of the DSA. 

No discretion has been used in respect of non-executive and executive Directors’ remuneration throughout the reporting period. 
The Group CEO is the only executive member of the Board.

Group CEO
The table below sets out the 2020 remuneration for the Group CEO. 

The Group CEO’s remuneration is denominated in Russian Roubles and converted to US Dollars for presentation purposes. 
The approach to exchange rates and Russian Rouble remuneration equivalent is set out in footnote 1 to this table.

Base salary Taxable benefits Annual bonus
Long-term 

incentive plans Pension Total

2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019

383,528 433,843  –  – 433,825 216,816  905,483  222,553 42,652 47,656 1,765,488 920,868

1 The amounts are translated at the average rates of the Russian Rouble to the US Dollar for 2020 and 2019, respectively.
2 50% of the bonus received in 2020 will be deferred into 9,177 shares on 3 March 2020 at $22.36 (RUB 1,705) per share (using the average price for the 90-day 

period ending 31 December 2020). In line with the policy disclosed on page 135, deferred shares will be released in equal tranches over a period of three years in 
March 2022, March 2023 and March 2024 and are not subject to further performance conditions.

3 In 2020, further to the vesting of the PSP awards made in 2016, 43,491 shares (2019: 21,236 shares) were issued to Mr Nesis. Further details on PSP vesting are 
provided on page 145. These shares are subject to a mandatory one-year holding period following vesting. 

4 In 2020, $387,840 of the $905,483 vesting under the PSP was in relation to share price appreciation, excluding shares accrued relating to dividends.

Non-executive Directors
Details of total fees paid to non-executive Directors and the Board Chair during 2020 and 2019 are set out in the table below. 
Non-executive Directors do not receive performance-related pay.

Total fees ($)

2020 2019

Andrea Abt1 117,665 –

Victor Flores2 148,668 –

Italia Boninelli 155,180 11,789

Ian Cockerill 483,195 239,518

Ollie Oliveira 213,988 214,108

Giacomo Baizini 208,776 231,682

Tracey Kerr 182,012 193,435

Christine Coignard3 70,608 182,237

Bobby Godsell 110,187

Jonathan Best 77,568

Total non-executive fees 1,580,091 1,260,523

1 Director from 4 March 2020.
2 Director from 30 January 2020.
3 Director until 27 April 2020.

Single total figure of remuneration – Additional information (audited)
Annual bonus targets and outcomes
The targets for annual bonus measures and performance against these targets are set out below:

Measures Link to strategy Weight Threshold Target Maximum 2020 outcome Achievement

Achieving production 
budget, Koz   

Robust 
performance

20% 1,300 1,445 1,517 1,559 30%

Total Cash Cost per 
ounce of gold 
equivalent produced, 
$/oz

  
Robust 
performance

20% 761 691 657 638 30%

Completion of new 
projects on time and 
within budget

 

  

 Delivering 
growth

Securing the 
future

25% 1 point 10 points 10 points 9.2 points 24%

Disability Governance and 
sustainability

25% 1% decrease 
y-o-y

>10% decrease 
y-o-y

>10% decrease 
y-o-y

10.06% decrease 
y-o-y

25%

Sustainability, 
including:

Governance and 
sustainability

10% 14% 14%

Environment 4% • Developing a detailed programme for 
greenhouse emissions reduction

• Reducing fresh water use for processing by 
4% compared to baseline 2018 year

• Programme 
has been 100% 
completed; the 
Group created a 
list of measures 
aimed at 
reduction for 
2020–2021, and 
further, see 
page 60.

• Fresh water use 
for processing 
has been 
reduced by 
43% compared 
to baseline 
2018 year, 
see page 61

6%

Personnel 3% • Implementing the diversification program • Diversification 
programme has 
been 
implemented at 
all Russian 
operations, see 
page 65.

3%

Social partnership in 
host regions

3% • Social projects categorisation and assessing 
the efficiency of social investments

• Methodology of 
social project 
effectiveness 
was 
implemented 
across all 
operations, 
see page 68.

5%

Total achievement 
before penalty factor

100% 123%

Penalty factor for fatal/
severe cases

Up to 50% of 
total bonus 
earned (10% for 
each fatality/two 
severe cases, 
incl. 
contractors)

n/a n/a 0 fatalities and 2 
severe cases

-12%

Final achievement 
for the year

111%

1 Lost time injury frequency rate.

The safety penalty factor for fatal/severe cases is up to 50% of the annual bonus earned for non-safety related KPIs. This resulted in the 
Group CEO receiving a bonus of 92% of maximum opportunity for the year (which constitutes 111% of his base salary or $433,825).

Remuneration Committee report continued
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Best-practice considerations

Define focus areas for your ESG strategy by 
grouping your material issues into focus 
areas, as identified by your materiality 
assessment.

Set performance indicators for each focus 
area, focusing on appropriate short- and long-
term goals across the value chain, and report 
year-on-year progress against them.

Set timeframes for each performance 
indicator to show if you are on track to 
achieving your goals.

If possible, pull together all focus areas, goals 
and performance indicators in one dashboard 
to give a clear overview of the components of 
your ESG strategy, how its success is measured 
and your progress towards this.

If any of the performance indicators contribute 
to executive remuneration, show this clearly 
and prominently in the dashboard and also 
in the Remuneration Report as an important 
indicator of ESG commitment and integration.

Do the same for non-financial KPIs of the 
corporate strategy.

Reports in focus

Polymetal’s Annual Report clearly defines its strategy by 
ordering its four strategic priorities, including governance and 
sustainability. These priorities are explained with reference to 
risk and performance during the reporting period. The use of 
colour coding and icons makes them easy to spot throughout 
the report, including in the Remuneration Report.

In its sustainability section, the company presents a 
dashboard with targets for all its material ESG issues, 
including health & safety and GHG emission reduction, 
progress towards them during the reporting period and 
whether or not it has achieved them. Icons engage the 
reader and make the complex information easy to digest.

An informative KPI spread illustrates the sustainability, 
operating and financial performance of the company. 
Relevance to strategy is explained with descriptions of 
results for each performance indicator and all indicators are 
linked to the strategic priorities. 

The Remuneration Report opens with a helpful overview, 
which explains the components of the remuneration 
policy, their key features and their link to the company’s 
strategic priorities. The report then goes on to show 
which performance indicators contribute to executive 
remuneration, which component of remuneration they 
contribute to, how much they contribute, the thresholds for 
triggering the contribution and which strategic priority they 
are linked to. 

  Download the report here

Polymetal Annual 
Report 2020
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Overview

Governance is the foundation upon which the 
environmental and social components of ESG 
are built. 

There is also substantial evidence to suggest that a 
proactive approach to accountability and good governance 
ultimately yields better corporate returns as strong 
corporate ethics, an independent and diverse Board and 
engagement with stakeholders, including shareholders, help 
to reduce or mitigate financial and non-financial risks and 
build customer and employee loyalty, as research by Ceres, 
the OECD and others has shown.

ESG 
GOVERNANCE
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What we are seeing

The most significant trend indicated from 
the data was that nearly half of the sample 
presented an organisational chart that 
identified a designated ESG Committee or 
Non-Executive Director responsible for ESG 
matters. 49% of our sample scored against this 
criterion and a further 33% provided personal 
statements or letters by those in charge of ESG, 
so nearly half of the sample presented good 
communication of, and commitment to, ESG 
responsibility at Board level and one-third 
exhibited excellent communication  
and commitment.

That said, some reports which scored against this criterion 
did not provide an organisational chart, but merely identified 
a designated Non-Executive Director or committee with an 
ESG remit within the text. Nevertheless, the data suggests 
that 82% of the companies sampled have invested resource 
into identifying a committee or Director to oversee ESG 
matters. This suggests that a large proportion of companies 
recognise the importance of ESG as well as accountability.

18% of the sample did not identify any individual or 
committee with an ESG-related remit, highlighting that ESG 
committees and individuals in charge of ESG are not yet 
universal in the FTSE 100 or that they are not considered 
important enough to be mentioned in the Annual Report. 
This indicates that there is a movement towards expanding 
accountability and good governance to ESG but, as there 
is no regulatory requirement for Board-level ESG roles, the 
onus is on businesses to consider creating room for ESG 
roles and/or specific skill-sets on their Boards. 

Diving deeper into our governance findings, just over one-
third of our sample was found to discuss the due diligence 
processes it undertakes in line with the EU Non-Financial 
Reporting Directive (NFRD), which requires companies with 
over 500 employees to explain their due diligence processes 
in relation to the environment, employees, social matters, 
human rights, and anti-corruption and anti-bribery matters. 
It is good practice for companies to align to this Directive as 
it can determine material ESG risks and effectively mitigate 
against them.

By far the largest proportion of our sample (42%) only 
referred to their non-financial due diligence processes 
through brief, vague and unsupported statements and 
almost one-quarter did not overtly mention non-financial 
due diligence beyond the non-financial information 
statement. For businesses within this group the path ahead 
looks lengthy, but attainable provided they adopt a more 
proactive approach to good governance. 

   No individual or committee with ESG  
remit identified 
18%

   Organisational chart showing designated NED 
with ESG remit or ESG Committee 
49%

   Personal statement or letter 
33%

  No discussion of non-financial due diligence 
 24%

   Brief discussion of non-financial due diligence 
42%

   Detailed discussion of non-financial  
due diligence 
34%

ESG GOVERNANCE DUE DILIGENCE
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Annual Report 
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Bring Energy to Life

Our commitment to being  
a responsible business continued

The economy 
Our economic contribution to society comes primarily through the 
delivery of safe and reliable energy. Crucially, we make sure energy 
reaches homes and businesses safely, reliably and efficiently. But our 
contribution as a responsible, purpose-led business also comes as an 
employer, a tax contributor, a business partner, and community partner.

We help national and regional governments formulate and deliver their 
energy policies and commitments. Our approach to regulatory 
consultation is to seek a framework that puts consumers at the centre 
of our price control, while enabling the clean energy transition. Evolving 
that partnership to help enable the clean energy transition and slow the 
pace of climate change before it cannot be reversed, will also be key in 
protecting future economic growth, and safety and wellbeing in society.

Our geographic footprint means that our economic contribution is felt 
in lower-income communities that can truly benefit from the ripple effect 
of our local presence, from rural communities in New England, to the UK 
where most of our economic contributions are made outside London. 
Our tax contribution helps to fund services and we are committed to a 
coherent and transparent tax policy and recognise our economic role 
in society in doing this (more information on tax can be found on 
pages 28 – 37).

We are fair to our suppliers and committed to paying them promptly. 
We also influence our supply chain to operate as responsible businesses, 
requiring all suppliers to share our commitment to respecting, protecting 
and promoting human rights.

This includes alignment to the United Nations Compact Guiding 
Principles, the International Labour Organisation standards and the 
Ethical Trade Initiative Base Code as a reference standard.

Total headcount as at 31 March 20204

The tables below show the breakdown of employees by work pattern 
and diversity.

Work pattern
Full-time Part-time5

number % number %

UK 6,027 95.3 294 4.7

US 16,629 99.3 119 0.7

Total6 22,656 98.2 413 1.8

4.  In scope are active, permanent employees. Out of scope are temporary employees.
5.  Employees recorded in our system as part time, or have <1 full time equivalent.

Gender
Male Female

number % number %

UK 4,548 72.0 1,773 28.0

US 12,831 76.6 3,917 23.4

Total6 17,379 75.3 5,690 24.7

Ethnicity demographic as at 31 March 2020
‘Minority’ refers to racial/ethnic heritage declarations as recorded in our 
system. Those who have not stated their ethnicity are excluded from 
the baseline.

White 17,482

Minority 3,918

Declined to state 1,669

White (%) 81.7

Minority (%) 18.3

Employee turnover
Turnover is defined as employees who have left in the last 12 months 
as a percentage of headcount last year. Voluntary turnover relates to 
employees who have left through either resignation or retirement. 
Non-voluntary attrition includes any other leave reasons – including 
dismissal and severance.

Voluntary Non-voluntary Total

% % %

UK 6.4 4.8 11.2

US 7.7 1.6 9.3

Total6 7.4 2.4 9.8

6.  Included in ‘Total’ are Non-executive Directors and Executive Directors.

National Grid traditionally has low voluntary turnover and high employee 
tenure, driven by high engagement and good career opportunities as 
evidenced by our high internal churn rates. Non-voluntary attrition is in 
the majority comprised of severance. 

Training days per employee 
From 1 April 2019 to 31 March 2020, the total number of training days 
delivered per employee (as recorded in our HR systems), across the whole 
Company was 6.0 days (2018/19: 5.3). There was also a reduction in 
training activity towards the tail-end of March as a result of the COVID-19 
lockdown in both our UK and US businesses.

Promotion rate 
The table below shows the rate of promotion within the business. 
Promotion rate is defined as the number of employees who were 
promoted to a higher grade as a percentage of headcount last year.

Promotion rate %

UK 14.1

US 16.1

Total 15.5

“We are fair to our suppliers 
and committed to paying 
them promptly.”
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Governance 
Our approach to corporate governance plays an important role in 
helping us develop our culture at National Grid – a culture that embraces 
diversity and inclusion, and an environment where everyone can fulfil 
their potential. Our Board will continue to play a vital role in setting the 
tone right from the top. We apply a robust framework to ensure that 
stakeholder considerations are suitably captured and enhancements 
made to strengthen the views of stakeholders in the boardroom.

Human rights 
Respect for human rights is incorporated into our employment practices 
and our values, which are integral to our Code of Ethical Business 
Conduct – the way in which we conduct ourselves allows us to build 
trust with the people we work with. We earn this trust by doing things 
in the right way, building our reputation as an ethical company that our 
stakeholders want to do business with, and that our employees want to 
work for. We were recently recognised by Ethisphere as one of 2020’s 
World’s Most Ethical Companies. Although we do not have specific 
policies relating to human rights, slavery or human trafficking, our Global 
Supplier Code of Conduct (GSCoC) integrates human rights into the way 
we do business. Throughout our supply chain alongside other areas of 
sustainability we create value, preserve natural resources and respect 
the interests of the communities we serve and from which we procure 
goods and services. Through our GSCoC, we expect our suppliers to 
comply with all legislation relating to their business, as well as adhering 
to the principles of the United Nations Global Compact, the International 
Labour Organisation (ILO) minimum standards, the Ethical Trading 
Initiative (ETI) Base Code, the UK Modern Slavery Act 2015, the US 
Trafficking and Violence Protection Act 2000 and, for our UK suppliers, 
the requirements of the Living Wage Foundation. 

Anti-bribery and corruption 
We have policies and governance in place that set and monitor our 
approach to preventing financial crimes, fraud, bribery and corruption, 
including our Code of Ethical Business Conduct (covering bribery and 
corruption). We have a Company-wide framework of controls designed 
to prevent and detect bribery. 

We investigate all allegations of ethical misconduct thoroughly and, 
where appropriate, we take corrective action and share learnings. We 
also record trends and metrics relating to such allegations – only a small 
percentage of these relate to bribery or corrupt practices, so we do not 
consider them to be material for reporting purposes. 

Governance and oversight 
We review and update our framework regularly so we can make sure our 
procedures remain proportionate to the principal risks we have identified. 

Our UK and US Ethics and Compliance Committees (ECC) oversee the 
Code of Ethical Business Conduct and associated awareness programmes. 
Any cases alleging bribery are required to be referred immediately to the 
relevant ECC so the members can satisfy themselves that cases are 
investigated promptly and, where appropriate, acted upon, including 
ensuring any lessons learnt are communicated across the business. 

The Audit Committee receives an annual report on the procedures currently 
in place to prevent and detect fraud and bribery. You can read more about 
the Audit Committee’s role on pages 76 – 81. None of our investigations 
over the last 12 months have identified cases of bribery. 

Anti-financial crimes policy 
We have launched a new Anti-Financial Crimes policy which applies 
to all employees and those working on our behalf. It sets out our 
zero-tolerance approach to bribery, fraud, money laundering, tax 
evasion and other corrupt business practices. 

To ensure compliance with the UK Bribery Act 2010 and other relevant 
legislation, we operate an anti-financial crime risk assessment process 
across the Company to identify higher-risk areas and make sure 
adequate procedures are in place to address them. Fraud and bribery 
risk assessments are conducted annually across the business. As part 
of our global training strategy, we introduced an e-learning course for 
all employees so they can adequately understand the Company’s 
zero-tolerance approach to fraud, bribery or corruption of any kind. 

“Our Code of Ethical 
Business Conduct sets 
out the standards and 
behaviours we expect from 
all employees to meet our 
values of Do the Right 
Thing, Find a Better Way 
and Make it Happen.”

Ethical business conduct 
Our Code of Ethical Business Conduct sets out the standards and 
behaviours we expect from all employees to meet our values of Do the 
Right Thing, Find a Better Way and Make it Happen. The document is 
issued to all employees and is supported by a global communication 
and training programme to promote a strong ethical culture. Additionally, 
we provide briefings for high-risk areas of the business, such as 
Procurement. Our Code is updated every three years and is currently 
being updated with a release date later in 2020. In addition, we have 
a new Ethics Business Management Standard which provides a 
framework around our ethics programme and describes what is 
expected of the business. 

Compliance framework 
Each of our business areas is required to consider its specific risks and 
maintain a compliance framework, setting out the controls it has in place 
to detect and prevent bribery. As part of our compliance procedure, the 
business is asked to self-assess the effectiveness of its controls and 
provide evidence that supports its compliance. 

Each year, all function heads are asked to certify the compliance in 
their area, and to provide details of any exceptions. This culminates 
in presentation of a Certificate of Assurance from the Chief Executive 
to the Board (following consideration by the Audit Committee). 

Working with our supply chain 
Our GSCoC is issued to our suppliers annually and sets out our 
expectations and fundamental principles, including preventing and 
detecting bribery and corruption, which should extend into the supply 
chain. All our suppliers must comply with all laws relating to their 
business which includes human rights, business ethics, resilience, 
supplier diversity, skills development and environmental sustainability, 
as well as adherence to the principles of the United Nations Global 
Compact, in accordance with all applicable local, state, federal, national 
and international laws or regulations including the UK Bribery Act 2010 
and the US Foreign Corrupt Practices Act 1977. We provide specific 
guidance and briefings for high-risk areas, so contractors, agents and 
others who are acting on behalf of National Grid do not engage in any 
illegal or improper conduct. 

Whistleblowing 
We have confidential external speak-up helplines available 24/7 in all the 
regions where we operate. We publicise the contact information to our 
employees and on our external website so concerns can be reported 
anonymously. Our policies make it clear that we will support and protect 
whistleblowers and any form of retaliation will not be tolerated. 
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During the year, our discussions around RIIO-2, 
gas supply contingency planning in the US, the 
brief power outage on 9 August 2019 in the UK 
and payment of the final dividend are examples 
of how the Board has had regard to section 
172 of the Companies Act 2006. We have 
considered the broader implications of our 
decisions, not just for shareholders but for a 
wider group of stakeholders and the likely 
consequences of our decisions in the longer 
term. On page 44 we set out our key 
stakeholders and how we have engaged with 
them to ensure that their views are being 
captured in the boardroom, to assist us in 
maintaining focus on creating the right culture 
for the Company. We continue to provide 
details throughout the Directors’ Report of the 
stakeholder matters that are considered in our 
decision-making. We will continue to engage 
with our stakeholders in a way that is guided by 
our purpose to Bring Energy to Life, our vision 
and values and the Company’s culture.

This year the Board has continued with its 
chosen approach to workforce engagement 
under the Code: to build on and enhance 
the extensive existing range of engagement 
activities and employee communication 
channels to properly consider workforce 
views in relevant decision-making processes; 
see page 73 for further information. Following 
the success of our employee engagement 
sessions with Non-executive Directors in 
2018/19, we have continued to utilise and 
evolve these sessions throughout the year to 
ensure key topics, discussions and potential 
areas of concern amongst the workforce are 
considered. The Board has been able to 
identify key trends and topical issues, such as 
gender pay, culture, and safety. Where trends 
have been identified and Board action taken, 
employees have been kept informed through 
internal communications. Our chosen approach 
allows for the sharing of responsibility, and 
interaction amongst all Board members, which 
we believe ultimately drives a greater focus on 
the ‘true employee voice’ in Board decisions. 
We will continue to review and adapt our 
approach to ensure that we are utilising this 
vital engagement both in and out of the 
boardroom including considering the facilitation 
of virtual engagement sessions to enable the 
Board to continue with this despite COVID-19 
restrictions. 

Culture and the internal Board evaluation
Promoting a culture of openness and debate in 
the boardroom is one of my key responsibilities 
as Chairman, and as a Board we play an 
important leadership role in promoting the 
desired culture throughout the organisation. 
The Company has spent considerable time 
over the last few years getting the culture right 
for the Company and it continues on its 
journey; you can read more about this on 
page 72 where we explain how culture formed 
part of this year’s Board evaluation. 

During the year, we undertook a formal and 
rigorous internal evaluation of our Board and 
Committees which included some follow-up 
areas from our external evaluation last year. 
The evaluation focused on three areas: Board 
effectiveness; Board decision-making; and 
organisational culture and the individual style 
of leaders. During the evaluation process the 
Board gained insight into the different aspects 
of culture and the alignment of cultures around 
the Company. A facilitated session was 
arranged to discuss the comparisons of the 

Dear shareholders,
I am pleased to present to you our Corporate 
Governance Report for 2019/20. The report 
provides an insight into the activities of the 
Board and its Committees over the year 
including how it has evaluated its effectiveness 
and how it provides appropriate and effective 
stewardship to the Company to ensure it 
achieves its strategic priorities. It also discusses 
how we create value for shareholders and 
wider stakeholders during an ongoing period 
of external economic, regulatory and 
political uncertainty. 

Towards the end of the year we have seen 
the acceleration of the COVID-19 pandemic. 
This is having a profound effect on how 
companies around the world operate during 
these unprecedented times and we recognise 
the increased importance of good governance 
at a time when effective engagement and 
collaboration with our stakeholders has never 
been more important. As a Board we are 
closely monitoring the developments of 
COVID-19 and the impact of this on all areas 
of the Company. Please see overleaf for 
information on our response to COVID-19.

Over the year there have been a number 
of other key events such as the brief power 
outage experienced on 9 August 2019 in the 
UK and the gas connection supply challenges 
in downstate New York in the US. Other 
external factors which have influenced the 
Board agenda include: the regulatory 
environment in the UK and the RIIO-2 business 
plan submissions; the increased gas regulation 
in the US, in particular New England; the 
increased political uncertainty leading up to the 
December 2019 UK General Election; Brexit; 
and the impact of the legal separation of the 
ESO. All of which have had, and some will 
continue to have, an impact on the way we 
work and operate. 

UK Corporate Governance Code 2018 
and stakeholder engagement 
We are pleased to report that we are fully 
compliant with the requirements of the new 
UK Corporate Governance Code (the Code); 
see page 86 for information on how we have 
adapted our practices to ensure compliance 
and transparent reporting against the Code. 

Our stakeholders are very important to us and 
we remain committed to maintaining regular 
open dialogue and effective communication 
with them. With the global restrictions in place 
due to COVID-19 this is requiring us to consider 
alternative methods to ensure we maintain the 
same level of engagement.

Letter from the Chairman

Sir Peter Gershon
Chairman

Board evaluation results with the culture survey 
results of the Company’s senior management. 
Unfortunately, due to the COVID-19 pandemic, 
this session has been postponed as it would 
not have been effective to do this when Board 
members were not physically in the same 
location. The evaluation process and associated 
outcomes can be found on page 74. 

Board succession and diversity
In November 2019 Dean Seavers, US 
Executive Director stepped down and in 
May 2019 and January 2020 we appointed 
Jonathan Silver and Liz Hewitt as Non-
executive Directors respectively. On 
appointment Jonathan joined the Finance 
Committee, Remuneration Committee and 
Nominations Committee and his US regulatory 
experience alongside his strong financial 
background has provided valuable insight 
into Board and Committee discussions. Liz 
became a member of the Audit Committee, 
Safety, Environment and Health (SEH) 
Committee and Nominations Committee on 
appointment. Liz’s diverse and extensive 
experience has served to strengthen the 
Code’s requirement in relation to the Audit 
Committee’s competence, as a whole, to be 
relevant to the sector in which the Company 
operates. Her input to Board and Committee 
discussions is already very helpful. The 
Nominations Committee oversaw the rigorous 
selection process for these appointments. 
See page 84 for more information. 

Last year Mark Williamson, the Board’s Senior 
Independent Director, reported that in order 
to lead the Company through the completion 
of the RIIO-2 regulatory process it would be 
in the Company’s best interests for me to stay 
beyond the nine-year term identified in the 
Code. Following on from this, in January 2020 
I formally notified my intention to step down 
as Chairman of the Board following the 
identification of a suitable successor. Mark has 
been leading this process and we plan to have 
my designated successor in place in time for 
me to step down at the 2021 Annual General 
Meeting (AGM) at the latest. I will be standing 
for re-election at the Company’s AGM in July 
2020 and, in order to facilitate an effective 
succession, it is intended I remain as Chairman 
until my successor has been successfully 
onboarded. This crucial succession process 
will be set out further in next year’s 
Nominations Committee Report. 

Ensuring a diverse culture on the Board is 
crucial to improving effectiveness, encouraging 
constructive debate, delivering superior 
performance and enhancing the success 
of the Company. With the recent appointment 
of Liz Hewitt I am pleased to report that we are 
again meeting our diversity target of 33.3% of 
the Board being women. We also currently 
meet the Parker Review target for ethnic 
diversity on FTSE 100 boards. You can read 
more on how we strive towards our objectives 
in our Board Diversity Policy on page 85.

Sir Peter Gershon
Chairman
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Corporate Governance overview continued
Our culture journey

2019/20 Looking 
ahead

Board culture evaluation
During the year the Board considered culture throughout 
its decision-making and the internal Board evaluation 
incorporated a review of culture. For more information 
see page 74.

Board review of culture scorecard
A new set of vision and values was agreed for the Company 
and the Board agreed to evolve its approach to measuring 
and monitoring culture across the Company with the aim of 
having a simplified approach. This would be based on the 
Company’s externally benchmarked annual safety survey, 
external customer feedback and the modification of the 
Company’s annual engagement survey to align around a 
more useful cultural diagnostic.

Culture diagnostic work throughout the year showed that the 
current culture was highly consistent across the Company, 
promoting a common identity across the organisation; areas 
of focus and change were also identified as part of the 
exercise and these have been considered.

Over the next year the Board will focus on the following 
culture-related activities:
• monitor the implementation of the Company’s purpose, 

vision and values and the link to the Company’s culture; 
• review and monitor the culture actions of the internal 

Board evaluation to ensure that the ‘tone from the top’ 
is correct and the Board has a clear view of culture both 
at Board level and within the organisation;

• facilitate a culture session with the Chief Human 
Resources Officer and the Board to consider the results 
of the 2019/20 Board evaluation; and

• review and monitor the change in culture and ways of 
working in the Company during the COVID-19 pandemic. 

how we make decisions and our attitude towards risk aligned with the 
Group’s purpose, vision and values. 

The Board has spent considerable time reviewing and determining the 
right culture for the organisation and recognises that there is still work 
to be done; the journey so far is outlined below.

2016/17 2017/18

Culture-themed internal Board and Committee evaluation 
assessed how the Board set the ‘tone from the top’ and how 
effectively this was cascaded throughout the Company.

The Board agreed culture-specific actions and a culture 
scorecard to be reported to the Board at least annually.

Re-established clear purpose, vision and values and 
agreed a common definition of culture as ‘Our values, beliefs 
and behaviours that characterise our Company and guide 
our practice.’ 

Agreed areas for increased Board focus including visible 
leadership and agreed the approach to engaging most 
effectively with employees.

Approved format for culture scorecard to aid the Board 
in monitoring culture at Group level. 

2018/19

Annual employee survey results were considered, and areas 
of improvement augmented into the Board’s behaviours 
including local engagement sessions in the UK and US.

The 2018 Corporate Governance Code was considered in 
depth by the Board, and key stakeholders were mapped out 
and discussed. The Board discussed its chosen approach 
to workforce engagement and an implementation plan 
was agreed. 

A revised culture scorecard was considered against an overall 
status for each of the Company’s values, bringing together 
data from teams including safety, ethics, compliance, supply 
chain management and customers. The Company committed 
to review how to evolve its approach to monitoring and 
measuring culture, along with how it could align the activity 
taking place to have a greater combined impact and make 
change happen at a faster pace.

We recognise that how we do things is as important as what we do. 

The Board is responsible for influencing and monitoring culture 
throughout the organisation to ensure we are emulating desired beliefs 
and behaviours both in and outside the boardroom, and identifying 
areas where culture is embedded strongly and areas where shifts in 
culture are required. Our culture determines how we behave, 
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Board
Our Board is responsible collectively for the effective oversight of the 
Company and its businesses. It determines the Company’s strategic 
direction and objectives, business plan, dividend policy, viability and 
governance structure to help achieve long-term success and deliver 
sustainable shareholder value. The Board also plays a major role in 
setting and leading the Company’s culture and wider sustainability goals. 
It considers key stakeholders in its decision-making and, in doing so, 
ensures that Directors comply with their duty under section 172 of 
the Companies Act 2006. 

To operate efficiently and give the right level of attention and consideration 
to relevant matters, the Board delegates authority to its Board Committees. 
Each Committee Chair reports to the Board on their Committee’s activities 
after each meeting.

Key matters considered by the Board include:
• the Company’s strategy and long-term strategic objectives;
• risk appetite and determination of principal risks;
• overall corporate governance arrangements, systems of internal 

control and risk management;
• annual business plan and budget;
• significant changes in capital structure;
• succession planning for Board and senior management;
• half-year and full-year results statements, Annual Report and Accounts 

and other statutory announcements;
• oversight of the Company’s response to major crises and other 

significant challenges; and
• determination of the framework or policy for the remuneration of the 

Chairman, Chief Executive, Executive Directors, Group General Counsel 
and Company Secretary, and direct reports to the Chief Executive, 
following recommendation from the Remuneration Committee.

Board Committees 
Audit Committee:
• Financial reporting.
• Internal controls.
• Processes for risk 

management.
• Internal audit.
• External auditor.

Nominations 
Committee:
• Board and Committee 

composition.
• Succession planning.
• Board appointments.

Remuneration  
Committee:
• Policy.
• Consideration of exercise 

of discretion.
• Implementation of policy.
• Incentive design and 

setting of targets.

Finance Committee:
• Financing policies and 

decisions.
• Credit exposure.
• Hedging.
• Foreign exchange 

transactions.
• Tax strategy and policy.
• Guarantees and 

indemnities.

Safety, Environment and 
Health (SEH) Committee:
• SEH strategy and policies.
• Performance targets.
• Sustainability.

Executive Committee
Led by the Chief Executive, the Committee oversees the safety, operational 
and financial performance of the Company. It is responsible for making 
the day-to-day management and operational decisions it considers 
necessary to safeguard the interests of the Company and to further the 
strategy, business objectives and targets established by the Board.

 
The Committee members have a broad range of skills and expertise that 
are updated through training and development. Some members also hold 
external non-executive directorships, giving them valuable board 
experience. Those members of the Committee who are not Directors 
regularly attend Board and Committee meetings for specific agenda items.

Other management committees
Disclosure Committee; Investment Committee; Share Schemes Sub-Committee.

Our Executive Committee
Three Executive Directors are members of the Executive Committee,  
as well as being on the Board. The Group General Counsel and 
Company Secretary is also a member of the Executive Committee. 
See their biographies on page 66.

John Pettigrew – Chief Executive and Committee Chair
Andy Agg – Chief Financial Officer
Nicola Shaw – Executive Director, UK
Alison Kay – Group General Counsel and Company Secretary

Andy Doyle
Chief Human Resources 
Officer

Badar Khan
President, National Grid 
US

Barney Wyld
Group Corporate  
Affairs Director

Adriana Karaboutis
Chief Information  
and Digital Officer

Jon Butterworth
Managing Director, 
National Grid Ventures

Badar was previously President of the National Grid Ventures business before stepping into the role of Interim President of the US Business, following Dean Seavers stepping down 
in November 2019, and was appointed to the role permanently on 2 April 2020. Jon Butterworth was appointed Managing Director of National Grid Ventures and a member of the 
Executive Committee after fulfilling this role on an interim basis since November 2019.

Governance structure
The schedule of matters reserved for the Board and terms of 
reference for each Board Committee are available in our Board 
Governance Document at: www.nationalgrid.com

Reports from each of the Board Committees, together with details 
of their activities, are set out on pages 76 – 87.

Full biographies for the Executive Committee are available at:  
www.nationalgrid.com

Your Board remains committed to the highest standards 
of Corporate Governance and in 2019/20 continued to 
embed the new UK Corporate Governance Code into 
the work that we do.

Corporate Governance overview
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Key areas of focus in 2019/20:
• Post‑Massachusetts labour dispute 

and workforce re‑integration;
• US regulatory safety changes;
• Liquefied Natural Gas (LNG) and 

Compressed Natural Gas (CNG); 
• Monitoring the action plan to achieve 

long‑term carbon reduction targets; 
• Deep dive into employee wellbeing; and
• Continued focus on process safety 

improvements.

Key areas of focus in 2020/21:
• COVID‑19 impact on our customers, 

employees and contractors; 
• Gas safety and reliability;
• Group safety performance and safety 

culture;
• Sustainability and climate change;
• Business deep dives and process 

improvements;
• SEH risks and mitigation; and
• Mental health and wellbeing.

Towards the end of the year we have seen the 
acceleration of the global COVID‑19 pandemic; 
the health and wellbeing of all employees and 
contractors has been of paramount importance 
during these challenging and unprecedented 
times. The Committee has and will continue to 
focus on ensuring the strategies and policies 
being implemented across the business 
adequately protect the health, safety and 
wellbeing of everyone.

Committee member induction
Since joining the Committee in 2019, both 
Amanda Mesler and Earl Shipp have undertaken 
site visits in the UK and US as part of their 
induction. These site visits provided a useful 
insight into the Company and the opportunity 
to gain a wider perspective of National Grid 
and to meet and engage with a variety of 
employees to discuss their views on safety, 
environment and health on site and throughout 
the Company. The site visits are an important 
way of demonstrating Company safety, health 
and environment leadership and are a way to 
build Committee knowledge, skills and 
strengthen discussion around issues.

The Committee also welcomed Liz Hewitt as a 
member in January 2020. Liz brings excellent 
experience to the Committee and her wealth 
of knowledge in wide areas of business will 
add diversity and value to our discussions. 

Safety
In line with the Company’s key values, safety 
remains a top priority for the Company and 
the Committee. We have seen improvement 
in the Injury Frequency Rate in the UK, which 
remains world class; however, we must never 
become complacent and improvements still 
need to be made. The Committee was deeply 
saddened when in July 2019 a National Grid 
employee in the US was involved in a fatal 
traffic accident while working on behalf of the 
Company. The Committee has been kept up 
to date on the investigations surrounding this 
tragic incident and has strongly endorsed the 
Company’s commitment to ensuring that key 
lessons learned have been communicated to 
all our workforce. As a result, the Company 
rolled out a Group‑wide safety intervention to 
remind our workforce of the Company’s Safety 
Ambition. The feedback from the intervention 
has been positive and has encouraged our 
workforce to continue the important 
conversation around safety by discussing 
within teams recent safety incidents and ways 
to prevent future occurrences. The Committee 
will continue to monitor the implementation of 
these lessons learned. 

Further to my update last year about the 
employee safety culture survey, this year the 
Committee received an update on the results 
of the survey including the new plans built 
from the actions identified, which will help the 
Company to continue on its journey from a 
calculative safety culture to a more proactive 
safety culture. 

Review of the year and COVID-19
During the year, the Committee met six times 
to undertake its oversight responsibilities for 
reviewing the strategies, policies, initiatives, 
risk exposure, targets and performance of the 
Company in relation to safety, environment, 
health and wellbeing. Two of these meetings 
were scheduled specifically to monitor the 
potential safety issues surrounding the lifting 
of the downstate New York gas moratorium. 
The Committee considered the Company’s 
contingency proposals to maintain security 
of supply throughout the winter, including 
the potential to add new CNG sites to meet 
demand, and challenged the associated risks. 

Safety, Environment and Health Committee

Paul Golby
Committee Chair

Gas safety and reliability
A significant amount of the Committee’s time 
this year has been spent on gas safety and 
reliability in the US. The post‑work stoppage 
initiatives following the Massachusetts labour 
dispute were reviewed, including monitoring 
the closure of open work actions and the 
implementation of new processes to ensure 
regulatory compliance. Regular updates were 
provided which identified areas of focus and 
improvement and the Committee discussed 
and considered risks around these. The 
Committee also reviewed and challenged the 
proposed plan to improve the safety of US 
LNG plants. The Committee will continue to 
monitor progress of the gas safety and 
reliability initiatives over the coming year. 

National Grid’s net zero commitment
Sustainability is a key focus and the Committee 
has been pleased to see the increasing 
prominence of this issue internally and 
externally. The Company recognises it has 
a critical role to play in the decarbonisation 
of the energy system and the importance of 
setting a net zero ambition for the Company’s 
own emissions, which aligns with its strategy 
of a cleaner future. In November 2019, the 
Committee endorsed the Company’s new 
target to reduce its own direct greenhouse gas 
emissions to net zero by 2050. The Committee 
reviewed the Company’s high‑level plan to 
achieve this and in January 2020 approved 
ambitious interim targets to reduce its direct 
emissions by 80% by 2030 and 90% by 2040. 
The Committee will continue to closely monitor 
and challenge the Company’s progress against 
the action plan and the implementation of the 
Company’s wider strategy around sustainability 
to achieve long‑term carbon reduction targets. 

Employee health and wellbeing
In January 2020, the Committee received an 
update in relation to the Company’s progress 
on its health and wellbeing strategy. It was 
noted that a transition had been made by the 
Company in its strategy from a disease‑based 
campaign towards a more holistic approach, 
with a wider range of health and wellbeing 
factors facing the workforce being considered. 
As part of the strategy, the Committee has 
continued to track the impact of musculoskeletal 
injuries (MSK) and its effect on employees. 
The Committee was pleased to see that as a 
result of physiotherapy services being available 
to UK employees as well as holding 20 MSK 
workshops across 11 locations, the sickness 
absence risk, in relation to MSK, had dropped 
from the third to fifth highest days lost over the 
past calendar year. Progress continues to be 
made in relation to mental health awareness 
and prevention activities. With the ongoing 
COVID‑19 pandemic the Committee will 
monitor the implementation of wellbeing 
policies and the impact on our workforce; this 
will be kept under review over the coming year 
to ensure that appropriate health and wellbeing 
campaigns and procedures are implemented.

Paul Golby
Committee Chair

S

Further reading 
For more information on the Company’s 
work around Task Force on Climate‑
related Financial Disclosures (TCFD) 
requirements (see pages 57 – 62).
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Best-practice considerations

Detail your ESG governance structure, ideally 
using an organisational chart.

Explain the role of the person or committee in 
charge of ESG or sustainability in detail.

Consider including a personal letter or 
Q&A with the head of your sustainability 
committee in the Annual Report to 
demonstrate personal ownership.

Include commentary on ESG and good 
governance more broadly in your leadership 
statements, for example the Chairman’s 
introduction to the Governance Report, to 
demonstrate leadership commitment at 
Board level.

Detail your due diligence processes and 
relevant Codes of Conduct in your Annual 
Report so readers can understand them, 
ideally without referring to separate policy 
documents or your website.

Reports in focus

National Grid’s 2019/20 Annual Report demonstrates the 
company’s commitment to being a responsible business in its 
Strategic Report. A double-page spread discussion aligns to 
the NFRD, explaining the company’s due diligence processes 
in relation to human rights, anti-bribery, anti-corruption, anti-
financial crimes and its ethical business conduct. 

At the start of the Governance Report, a letter from the 
company’s Chairman describes the Board’s progress in 
promoting a desired culture throughout the organisation 
as well as the Board’s succession plans that meet diversity 
targets. The company also sets out its governance structure 
through an organisational chart which highlights the 
responsibility of Board committees, including the Safety, 
Environment and Health Committee. Furthermore, the report 
highlights the continual journey the group is on to building 
and monitoring an inclusive company culture by use of a 
compelling flow diagram. These disclosures follow the best-
practice recommendations outlined above, giving a pertinent 
sense that the company is governed with ESG in mind.

National Grid also recognises the importance of ESG 
responsibility at Board level through its Safety, Environment 
and Health Committee whose Chair sits on the main 
Board. The committee chair is given a single-page report 
in the Governance Report to discuss key areas focused on 
throughout the reporting period, reviewing performance and 
outcomes and highlighting priority areas for next year.

  Download the report here

National Grid  
Annual Report 2020
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INDEPENDENT

STANDARDS

FRAMEWORKS

Overview

The multitude of different standards and 
frameworks relating to ESG, including GRI, 
SASB, TCFD and CDP (formerly the Carbon 
Disclosure Project), have prompted comments 
about an ‘alphabet soup’ of regulation, but 
there are now efforts underway to harmonise 
and consolidate them. 

The Better Alignment Project, for example, is a ground-
breaking two-year initiative focused on driving better 
alignment in the corporate reporting landscape to make 
it easier for companies to prepare effective and coherent 
disclosures that meet the information needs of capital 
markets and society. The aim of the merger between the 
IIRC and SASB, meanwhile, is to produce a framework which 
combines the SASB standards with the six capitals of the IIRC.

Clearly, using a recognised standard or framework provides a 
means to measure, assess and report on ESG initiatives, risks and 
opportunities and ultimately improves the comparability of ESG 
data, thereby making it easier for investors to assess potential 
investee companies when considering whether or not to add 
them to their portfolios. For the company, disclosure of ESG data 
can therefore represent an important point of differentiation. It 
can also be valuable from a reputational perspective to highlight 
where its ESG efforts have been acknowledged by a third party, 
for example if it has been awarded an ‘A’ score by the CDP or if it 
has been included in the FTSE4Good Index. 

Conversely, poor reporting of ESG data can lead not only to low 
scores from influential rating agencies, such as Sustainalytics 
or MSCI, but also to negative investment decisions which 
could ultimately result in a lower stock market valuation. And 
while most standards and frameworks have traditionally been 
voluntary, this is starting to change. As we mentioned earlier, 
the FCA now requires premium-listed companies to align their 
climate-related disclosures with the TCFD and there is appetite 
among investors and regulators – most notably the FRC – to 
expand mandatory non-financial reporting to other frameworks, 
particularly SASB.

AND

GRI SASB TCFD CDP
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What we are seeing

The fact that TCFD disclosure is becoming 
mandatory in the UK was recognised by the vast 
majority of companies in our sample. Almost 
half already reported all 11 recommended 
disclosures, many having done so previously on 
a voluntary basis. A further 40% were beginning 
to align with the TCFD or had at least stated their 
intention to do so, including plans to carry out 
a scenario analysis in the near future. Typically, 
TCFD disclosure tended to be located in the 
sustainability section of the Annual Report or, 
less often, in the risk management section, with 
companies further along the TCFD journey 
increasingly adept at identifying climate-related 
opportunities in addition to risks. However, 10% 
of our sample did not mention the TCFD at all, 
despite the incoming regulatory requirement. 

Among the other standards and frameworks mentioned 
in the Annual Reports we analysed, the UN SDGs were by 
far the most prevalent. 20% of companies in our sample 
mapped their ESG strategy to SDGs they believed they 
contributed to or, less often, those SDGs which they believed 
to be most affected by their particular business and where 
targeted support would therefore have the greatest impact. 
However, this score also included generic references to 
supporting the SDGs in general and even where the ESG 
strategy was mapped to specific SDGs, it was often not 
clear if and how the company’s contribution was measured. 
Statements of support for the UN Global Compact, made 
by 12% of our sample, tended to be even more generic, 
perhaps because its principles are already covered by 
various non-financial reporting requirements, for example 
under the Companies Act 2006. And while inclusion in the 
FTSE4Good Index, highlighted by 11% of our sample, is a 
laudable achievement, it is not a proxy for diligent reporting 
of ‘E’, ‘S’ and ‘G’ data. 

Given the granular nature of CDP disclosure, it was 
encouraging to see that 16% of companies in our sample 
referred to their CDP score or response, signalling that they 
had completed a comprehensive questionnaire which is 
publicly accessible. However, the relatively rare mention of 
SASB and GRI should give companies pause for thought, 
given the widespread support these frameworks enjoy 
among investors, and none of the reports we analysed 
overtly referred to the IIRC’s Integrated Reporting 
Framework. Lastly, the relatively high ‘Other’ score included 
a range of industry-specific frameworks, such as the Global 
Real Estate Sustainability Benchmark (GRESB).

   No mention of TCFD or data 
10%

   Company discloses intention to align to TCFD 
10%

   Company beginning to report on TCFD 
31%

   Company discloses a full TCFD report 
49%

TCFD DISCLOSURE

The expert’s view: Rachel Madan, 
Director of Sustainability & Impact
There is much debate about the future of ESG and sustainability reporting 
frameworks, with some hoping for consolidation of standards, as seen with 
the SASB – IIRC merger into the newly formed Value Reporting Foundation, 
and others looking for ‘one standard to rule them all’ in the form of a long-
hoped-for global sustainability reporting standard. 

At least in the short term, new transparency requirements suggest 
adopting a ‘both/and’ rather than ‘either/or’ approach to sustainability 
reporting frameworks.

As independent standard-setters such as the GRI, SASB, CDP and TCFD move 
ever closer to alignment, it is clear that ‘harmonisation’ does not necessarily 
mean ‘consolidation’. Each framework is intent on carving their own piece of 
the sustainability reporting pie and this isn’t bad news for corporate reporters. 
Leading companies are using all these standards in tandem to ensure that 
they are covering off the expectations of all their stakeholders.

For example, the GRI, SASB, and TCFD all treat climate risk and opportunity 
from different lenses, and by evaluating the full complement of information, 
companies and their stakeholders have a more meaningful understanding 
of impact going forward. We can expect report readers to demand 
alignment with multiple standards going forward, rather than reporting 
a narrow slice of data.

No reference to either2%

16%

11%
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Our Purpose is to create the 
space that enables extraordinary 
things to happen. It highlights 
our dual roles: as creators of 
physical spaces and enablers for 
our stakeholders to achieve their 
own ambitions. 
It is true for our customers who depend 
on our properties to be able to deliver the 
extraordinary range of goods and services 
which are essential to modern life. It is true for 
our colleagues, whom we want to thrive and 
to maximise their potential while working with 
us. And it is true of other stakeholders such as 
the people and communities who work in, live 
near or provide services to our properties.

Our commitment to be a force for societal and 
environmental good is integral to our Purpose 
and Strategy. This has been at the core of how 
we do business for over 100 years, and will be 
just as important for the next 100. 

This commitment is led by our Board, but 
lived by SEGRO colleagues every day. It’s 
about doing the right thing and making a 
positive impact wherever we operate. 

To make sure that we continue to meet 
our own high standards and those that are 
expected of us, as part of this process we 
have listened to our customers, employees, 
suppliers, investors and other stakeholders 
to understand what’s important to them and 
how we can be a force for good beyond the 
buildings we create and own. Our ambition 
is to be the partner of choice for all of our 
stakeholders, to enable us to create long-term 
economic and societal value. 

Our long-held commitments to leadership in 
health and safety, stakeholder engagement, 
corporate governance and being a good 
corporate citizen are stronger than ever and 
our Responsible SEGRO priorities have been 
designed to support and enhance these.

Our new Responsible SEGRO framework 
introduces three long-term priorities to 
which we can make the greatest business, 
environment and social contribution. 
Our three priorities are:

 } Championing low-carbon growth;

 } Investing in our local communities and 
environments; and

 }Nurturing talent

For each of these areas we have established 
challenging initial targets, against which we 
will report annually, and have set out the 
actions needed to achieve them. 

The future success of SEGRO depends on our 
ability to make a positive contribution to our 
customers, employees, suppliers, investors and our 
communities. As a creator and manager of physical 
spaces, we naturally take a long-term approach to 
how we do business and acting with integrity has 
always been at the heart of what we do at SEGRO. 
The renewed Responsible SEGRO framework 
outlines how championing low-carbon growth, 
supporting local communities and nurturing 
talent will be our primary areas of focus going 
forward. By stretching ourselves to be net-zero 
carbon by 2030, becoming a more diverse and 
inclusive business and a greater support to our 
local communities, we aim to be the first choice 
for our customers, employees, suppliers, investors, 
communities and other stakeholders.

DAVID SLEATH
CHIEF EXECUTIVE 

We will set additional, more specific, 
supporting targets as necessary and we expect 
our actions and approach to evolve over time 
to reflect our achievements, technological 
change and the priorities of our stakeholders 
and wider society. 

We have put the right structures in place 
throughout our business to monitor how 
we are performing against our targets, and 
we will achieve our goals by drawing on our 
expertise in our field; our strong relationships 
with our investors, customers and suppliers; 
and the resourcefulness and determination of 
our people.

Our goals will be achieved by working with 
our local communities, our partners – in 
particular our customers – and our suppliers 
in order to deliver real change for the 
greater good.

We believe that working towards and achieving 
the goals within the Responsible SEGRO 
framework will ensure we remain a business 
fit for the future, one that helps our customers 
grow, our communities flourish and our 
people thrive.

In short, that we will continue to create the 
space which enables extraordinary things to 
happen for many years to come.

Responsible SEGRO  
Re-launching our Responsible SEGRO framework
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CHAMPIONING  
LOW-CARBON GROWTH

INVESTING IN OUR 
LOCAL COMMUNITIES 
AND ENVIRONMENTS

NURTURING  
TALENT

SEGRO recognises that the world faces a 
climate emergency and we are committed 
to playing our part in tackling climate 
change by limiting global temperature 
rise to less than 1.5 degrees, in tandem 
with growth in our business and the 
wider economy.

SEGRO is an integral part of the 
communities where it operates, and we are 
committed to contributing to their long-
term vitality.

SEGRO’s people are vital to and 
inseparable from its success, and we are 
committed to attracting and retaining a 
diverse range of talented individuals in 
our business.

We will be net-zero carbon by 2030 We will create and implement Community 
Investment Plans for every key market in 
our portfolio by 2025

We will increase the overall diversity 
of our own workforce throughout 
the organisation

We will aim to reduce carbon 
emissions from our development 
activity and the operation of our 
existing buildings, and eliminate them 
where possible.

We will implement plans to absorb 
any residual carbon. 

We will research and implement 
innovative approaches to absorb 
or offset residual carbon. 

We will work with our customers 
and suppliers to support our local 
businesses and economies.

We will help improve the skills 
of local people to enhance 
their career and employment 
opportunities by investing in local 
training programmes.

Equally, we will enhance the spaces 
around our buildings, working with 
local partners to ensure we meet the 
needs of our communities. 

We will provide a healthy and 
supportive working environment, 
develop fulfilling and rewarding 
careers, foster an inclusive culture 
and build a more diverse workforce.

We have reviewed the United Nations Sustainable Development Goals against our Responsible SEGRO framework to understand which 
goals are particularly significant to our business and the three core priorities that we have outlined above. Elements of this framework are 
aligned with all of the Goals, but we believe that we are able to make the greatest contribution to the following six:

SEGRO is committed to championing 
low-carbon growth and has set a target 
to be net-zero carbon by 2030. We will 
reduce the embodied carbon in our new 
developments as well as reducing the 
carbon-intensity of our properties through 
initiatives such as increasing our solar 
generation capacity. We want to play our 
part in tackling the increasingly evident 
challenge that climate change presents.

SEGRO is committed to supporting local 
communities with a focus on providing 
training and helping people build the 
skills they need to gain employment. 
We will work together with our partners 
to reach more people and help them back 
into education, training or employment. 
We want to play our part in reducing 
inequalities and ensuring that more people 
have the right skills to be able to access 
meaningful work.

SEGRO is committed to being a good 
neighbour and to enhancing the spaces 
beyond our buildings. We will work to 
accelerate green transport solutions 
through promoting better public transport 
links and cycling infrastructure and 
installing electric vehicle charging points. 
We want to play our part in ensuring 
that our buildings are part of thriving, 
sustainable communities.
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ALIGNMENT WITH THE UNITED NATIONS SUSTAINABLE DEVELOPMENT GOALS

OUR THREE LONG-TERM PRIORITIES
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Additional ESG Disclosures

RESPONSIBLE SEGRO

Our Responsible SEGRO  
framework helps us to articulate  
and focus on our ESG goals.

We recognise that our responsibility goes well beyond the space that we own and we work hard 
to make a positive contribution to our environment, our customers, our people, our partners and 
the communities in which we operate. 

Understanding the needs and priorities of these various stakeholder groups is embedded 
in the way we do business and in recognition of that we have for the first time this year 
integrated this information into the Strategic Report. 

The index to the right indicates where you can find additional information on each of the 
relevant areas and we have provided some additional disclosures within this section. You can 
also find further information, including further case studies, within the Responsible SEGRO 
section of our website.

OUR PEOPLE Pages 20, 34-36

OUR SUPPLIERS Pages 22, 39

OUR CUSTOMERS Pages 21, 32-33

OUR COMMUNITIES Pages 23, 41-43

OUR INVESTORS Pages 23, 40

HEALTH & SAFETY Page 45

OUR ENVIRONMENT Page 57-59

ESG METRICS

We monitor our performance across various Environmental, Social and 
Governance (ESG) indices and review trends to ensure our approach 
and the information we disclose meets the needs of our stakeholders. 

There are a number of different organisations and structures for 
reporting on our wider ESG metrics, and we report against the 
following either in this Annual Report or on the Responsible SEGRO 
area on our website: 

 
Reporting Frameworks:
Global Reporting Initiative (GRI)

Task Force on Climate-related Financial Disclosure project (TCFD)

Better Building Partnership

Workforce Disclosure Initiative – 83% (sector average 54%)

Rating Agencies:
MSCI: AAA

European Public Real Estate Association (EPRA) – Gold

Carbon Disclosure Project (CDP) — A-

Global Real Estate Sustainability Benchmark (GRESB)
 } Standing Investments – Rated three-star
 } Development – Rated five-star
 } Public Disclosure – A

Dow Jones Sustainability Index (DJSI) – 85th Percentile

FTSE4Good – 3.5 (industry average 2.5)
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Additional ESG Disclosures 
continued

PROJECTED CLIMATE IN EUROPE

In 2018, we undertook a Climate Resilience 
study to assess the physical risk to our portfolio 
by geography and building type. The map, and 
associated key, identifies the main risks from 
climate change for our portfolio geographies. 

The risks are split into:

Acute: relating to specific phenomena, such as 
extreme weather events.

Chronic: relating to more gradual, longer-term 
shifts in climate patterns.

ENVIRONMENT CONTINUED

 
NORTH-WESTERN EUROPE

 
CHRONIC

	} Temperature increase (greatest in winter)

	} Increased precipitation

	} Sea level rise

	} Decrease in snow, lake and river ice cover

 
ACUTE

	} Temperature extremes & heat waves

	} Extreme precipitation events

	} Greater flood risk (coastal, river 
& drainage network)

	}Winter wind speed extremes (medium confidence) 

 
CENTRAL & EASTERN EUROPE

 
CHRONIC

 } Temperature increase

 } High variability in weather patterns

 } Decreased precipitation, especially in summer 
(medium confidence)

 
ACUTE

 } Extreme precipitation events & risk of flash floods

 } Increased duration & intensity of high 
temperature extremes

 } Extreme sea level events (e.g. storm surges)

 } Increased intensity & frequency of droughts 
(medium confidence)

 } Winter wind speed extremes (medium confidence) 

 
MEDITERRANEAN & SOUTHERN EUROPE

 
CHRONIC

 } Increase in temperatures (above European average)

 } Sea level rise

 } Decreased precipitation (medium confidence)  
& water availability

 } Decrease in river flow (medium confidence)

 
ACUTE

 } Increase in duration & intensity of heat waves

 } Extreme precipitation events, flooding 
& flash floods

 } Extreme sea level events

 } Increased intensity & frequency of droughts 
(medium confidence)
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ENVIRONMENT

CLIMATE-RELATED TRANSITION RISKS 
AND OPPORTUNITIES 

Transition risks are those associated 
with the transition to a low or ultra-low 
carbon economy.

 } Policy and Legal – We are committed to 
becoming a Net Zero Carbon business by 
2030. We believe that this will ensure we 
are compliant with future changes to current 
legislation such as MEES in the UK and any 
future energy efficiency regulations in the 
EU markets. In addition, we believe that our 
customers will expect the properties they 
occupy to comply with high standards of 
energy efficiency to reduce their operating 
costs and deliver their own carbon emission 
targets. We expect that buildings which 
incorporate the highest sustainability 
standards will have a competitive advantage 
over those which do not.

 } Technology – The adoption of new 
and evolving technologies is key to our 
approach. We continue to incorporate 
solar panels in our developments where 
viable and have continued to install electric 
vehicle charging points across all of our 
geographies to enable our customers to 
reduce their use of fossil fuels in operations. 
We also ensure our new buildings have 
large enough power capacity (supplied by 
renewable energy tariffs where possible) to 
support the move towards means of heating 
buildings with electricity.

 }Market – During 2020, we continued 
to hold meetings with our customers to 
understand their sustainability ambitions. 
We aim to build to a minimum BREEAM 
standard (or equivalent) of Very Good 
and above to meet the demands of our 
customers for sustainable buildings. 
In addition, we work with them to allow 
them to meet their own sustainability 
requirements. For example, in new 
buildings, we install smart and sub-
metering, and are retrofitting it in 
existing buildings, to enable customers to 
understand how their buildings are working 
in operation and to identify potential 
measures to reduce energy wastage

 } Reputational – Our stakeholders expect 
to work with and invest in a company 
which has a strong sense of environmental 
responsibility. Failure to act, and to be seen 
to act, is a source of reputational risk for 
SEGRO. To mitigate this risk, we have set 
out our main environmental sustainability 
objectives in our Responsible SEGRO 
framework which can be found on page 
28-29 and at www.segro.com. In addition, 
we participate in a number of independent 
market and sector ESG frameworks which 
assess our disclosure and performance, 
including MSCI, GRI, S&P and SASB 
(market) and EPRA and GRESB (real estate 
sector), to ensure our stakeholders can 
make their own assessment of our activity in 
this important area.

CLIMATE-RELATED PHYSICAL RISKS 
AND OPPORTUNITIES

Physical risks are those associated with the 
physical effects of climate change. The map on 
page 88 shows the main physical risks facing 
our portfolio geographies.

All new investment, whether acquisition 
or development, is only undertaken after 
extensive due diligence of potential physical 
and climate risks at both a macro and a micro 
level. For example, in southern Europe (Spain, 
Italy and southern France), we carry out 
enhanced thermal modelling due to the risk of 
rising temperatures. Similarly, water shortage 
is a greater risk in southern Europe than in 
northern Europe so we may look to install 
enhanced rain water harvesting.

While these are risks, they are also 
opportunities. Solar photovoltaic panels are 
more productive in southern Europe than in 
northern Europe, for example, allowing our 
customers to use more directly-produced 
energy and reduce electricity drawn from 
the grid. This can not only reduce their own 
carbon footprint from operations but reduce 
their operating costs.

TASKFORCE FOR CLIMATE-RELATED 
FINANCIAL DISCLOSURE (TCFD)

“The risk climate change poses to businesses 
and financial markets is real and already 
present. It is more important than ever 
that businesses lead in understanding and 
responding to these risks — and seizing the 
opportunities — to build a stronger, more 
resilient, and sustainable global economy.” 
Michael R. Bloomberg, in his letter to Mark 
Carney, Chair of the Financial Stability Board, 
15 June 2017.

The TCFD was established to help identify 
the information needed by investors, lenders, 
and insurance underwriters to appropriately 
assess and price climate-related risks and 
opportunities. The Taskforce structured its 
recommendations around four thematic 
areas that represent core elements of how 
organisations operate: governance; strategy; 
risk management; and metrics and targets.

We are committed to implementing the 
recommendations of the TCFD, providing 
investors and other stakeholders with 
information on climate-related risks and 
opportunities that are relevant to our 
business. Our TCFD disclosures are on page 
89. During 2021, we will work to assess the 
financial impact of the risks from climate 
change on our portfolio and our business. 

NET ZERO CARBON PLAN 

As part of our approach to manage transition 
risks, in 2020 we outlined our strategy to 
become a net zero carbon business by 2030. 
This strategy will focus on reducing our 
operational emissions by investing in on-site 
renewables and energy efficient technologies, 
as well as reducing embodied carbon on new 
build programs. Other direct carbon sources, 
such as our corporate emissions, are also 
captured and targeted. For further information 
on our net zero strategy see page 29.
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ENVIRONMENT CONTINUED

TCFD DISCLOSURE

Recommendation SEGRO Approach Further information

Governance

Disclose the 
organisation’s 
governance around 
climate-related risks and 
opportunities.

The Board has overall responsibility for ensuring risks, including climate-related risks and opportunities, are effectively 
and consistently managed throughout the Group. The Board delegates the execution of the risk management process 
to the Executive Committee. At an operational level, the Chief Operating Officer, supported by the Operations 
Committee and the Cross Border Technical Working Group, is responsible for ensuring that our environmental 
(and wider Responsible SEGRO) targets are met on both existing assets and new developments.

Governance 
(page 95)

Strategy

Disclose the actual and 
potential impacts of 
climate-related risks 
and opportunities 
on the organisation’s 
businesses, strategy, 
and financial planning 
where such information 
is material.

As a long term property owner, we need to ensure that our buildings are fit for purpose for the future. One of the 
ways we do this is to build relatively generic buildings, suited to more than one customer. This ensures a longer  
life-span for the building as well as reducing the risk of vacancy and future refurbishment costs.

In order to ensure that our buildings are fit for purpose and meet the requirements of our customers for the long term 
we have integrated adaptation and mitigation into our standard building design. With the potential for a changing 
climate across Europe, we ensure that aspects such as heating and sustainable drainage are assessed and costed in 
all designs. Although these adaptations involve additional cost, we believe that buildings with enhanced sustainability 
aspects will increasingly be valued more highly than those without.

Climate Change adaptation is now a standard process of our maintenance programme. We have identified climate 
change as a risk to the ongoing operation of our buildings. We have increased climate change related aspects of 
maintenance, such as sewer clearance, enhanced drainage and glazing replacement.

Strategy Report 
(page 46-47)

Risk Management

Disclose how the 
organisation identifies, 
assesses, and manages 
climate-related risks.

The Board considers climate-related risks and opportunities as part of the risk review process. The Group Head of 
Sustainability reports on climate-related risks and opportunities to the Executive Committee and to the Board. These 
risks include regulatory risk, reputational risk, and physical environmental risk.

Climate Change has been recognised as having a potential for both risks and opportunities across the business for 
some time but in light of SEGRO’s recognition of the Climate Emergency, Climate Change has now been recognised 
as a Principle Risk. 

In order to determine how our business could potentially be impacted, both positively and negatively, by a changing 
climate, we have conducted extensive research to determine the potential impacts of a changing physical world both 
in terms of the physical changes (weather patterns, temperature increase etc) and the transitional changes (legislative, 
financial etc).

To manage risks at an operational level, KPIs are set for various stages of the building life cycle including; Design 
stage, Development, Refurbishment and demolition. The use of building ratings tools such as BREEAM and DGNB, 
along with the targets set as part of SEGRO 2025 such as EPC C and above for all refurbishments, ensure a consistent 
approach to sustainability and specifically to managing the risks of climate change across our entire portfolio. 

Each of our projects, whether it is a light touch refurbishment or a full scale demolition and rebuild, are subject to 
comprehensive targets to ensure that climate related issues are considered at an every stage such as how to limit 
overheating, how to limit flood risk, and to ensure good choices in materials are made. 

These risks have been modelled out to short, medium and long-term time horizons and taking into account of the 
scenarios used by the Intergovernmental Panel on Climate Change (IPCC) which cover the impact of a 2 degree 
Celsius increase in global temperatures as well as the worst case scenario and business as usual. Having reviewed all of 
the IPCC scenarios, we have conducted our risk assessment based on the 2 degree and 4 degree scenarios.

The modelling of the different Representative Concentration Pathways (the different climate scenarios identified by the 
IPCC) across an 80 year timeframe enabled us to understand the likelihood of varying chronic and acute physical risks 
across the geographies in which we operate.

–  Chronic risks are long-term changes in the overall climate and include increased average temperatures which in turn 
lead to increased cost through increased cooling demands;

–  Acute risks include the more regular occurrence of extreme weather events such as wind or rain causing flooding or 
structural property damage which could lead to increased insurance costs and pre-emptive mitigation measures.

Transitional risks, such as changes to legislation are also dependent on the different scenarios. For example, in order to 
transition to a 2 degree scenario, it will be necessary for countries to adopt strong regulatory and legislative measures. 
Behaviours of consumers would also need to adapt greatly. An example of some of the transitional risks that we have 
identified include, strengthening localised legislation such as the proposed changes to MEES legislation in the UK and 
the Green Deal Policy from the European Union.

Principal Risks 
(page 72-81) 

See page 88 for 
a map showing 
the climate risks 
assessed for 
our portfolio 
geographies

Metrics and Targets

Disclose the metrics and 
targets used to assess 
and manage relevant 
climate-related risks and 
opportunities where 
such information is 
material.

To enable our stakeholders to consider and compare our reporting, we compile and align our outputs in line with the 
EPRA Best Practices Recommendations on Sustainability Reporting.

In order to ensure that we also report on those issues that we can have a direct impact upon, we use our materiality 
assessment to identify the key metrics that are material to the business. For SEGRO, these are carbon emissions, waste 
production and the embodied carbon of our developments.

For our carbon emissions target, we have produced carbon reduction targets, in line with the Paris International 
Climate Change Agreement in 2016, to ensure we align our carbon reduction programme to its objectives, as well as 
minimising our risk exposure to climate change on our managed portfolio.

Environmental 
Sustainability 
(page 57-59)

www.segro.com/csr
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ENVIRONMENT

CLIMATE-RELATED TRANSITION RISKS 
AND OPPORTUNITIES 

Transition risks are those associated 
with the transition to a low or ultra-low 
carbon economy.

 } Policy and Legal – We are committed to 
becoming a Net Zero Carbon business by 
2030. We believe that this will ensure we 
are compliant with future changes to current 
legislation such as MEES in the UK and any 
future energy efficiency regulations in the 
EU markets. In addition, we believe that our 
customers will expect the properties they 
occupy to comply with high standards of 
energy efficiency to reduce their operating 
costs and deliver their own carbon emission 
targets. We expect that buildings which 
incorporate the highest sustainability 
standards will have a competitive advantage 
over those which do not.

 } Technology – The adoption of new 
and evolving technologies is key to our 
approach. We continue to incorporate 
solar panels in our developments where 
viable and have continued to install electric 
vehicle charging points across all of our 
geographies to enable our customers to 
reduce their use of fossil fuels in operations. 
We also ensure our new buildings have 
large enough power capacity (supplied by 
renewable energy tariffs where possible) to 
support the move towards means of heating 
buildings with electricity.

 }Market – During 2020, we continued 
to hold meetings with our customers to 
understand their sustainability ambitions. 
We aim to build to a minimum BREEAM 
standard (or equivalent) of Very Good 
and above to meet the demands of our 
customers for sustainable buildings. 
In addition, we work with them to allow 
them to meet their own sustainability 
requirements. For example, in new 
buildings, we install smart and sub-
metering, and are retrofitting it in 
existing buildings, to enable customers to 
understand how their buildings are working 
in operation and to identify potential 
measures to reduce energy wastage

 } Reputational – Our stakeholders expect 
to work with and invest in a company 
which has a strong sense of environmental 
responsibility. Failure to act, and to be seen 
to act, is a source of reputational risk for 
SEGRO. To mitigate this risk, we have set 
out our main environmental sustainability 
objectives in our Responsible SEGRO 
framework which can be found on page 
28-29 and at www.segro.com. In addition, 
we participate in a number of independent 
market and sector ESG frameworks which 
assess our disclosure and performance, 
including MSCI, GRI, S&P and SASB 
(market) and EPRA and GRESB (real estate 
sector), to ensure our stakeholders can 
make their own assessment of our activity in 
this important area.

CLIMATE-RELATED PHYSICAL RISKS 
AND OPPORTUNITIES

Physical risks are those associated with the 
physical effects of climate change. The map on 
page 88 shows the main physical risks facing 
our portfolio geographies.

All new investment, whether acquisition 
or development, is only undertaken after 
extensive due diligence of potential physical 
and climate risks at both a macro and a micro 
level. For example, in southern Europe (Spain, 
Italy and southern France), we carry out 
enhanced thermal modelling due to the risk of 
rising temperatures. Similarly, water shortage 
is a greater risk in southern Europe than in 
northern Europe so we may look to install 
enhanced rain water harvesting.

While these are risks, they are also 
opportunities. Solar photovoltaic panels are 
more productive in southern Europe than in 
northern Europe, for example, allowing our 
customers to use more directly-produced 
energy and reduce electricity drawn from 
the grid. This can not only reduce their own 
carbon footprint from operations but reduce 
their operating costs.

TASKFORCE FOR CLIMATE-RELATED 
FINANCIAL DISCLOSURE (TCFD)

“The risk climate change poses to businesses 
and financial markets is real and already 
present. It is more important than ever 
that businesses lead in understanding and 
responding to these risks — and seizing the 
opportunities — to build a stronger, more 
resilient, and sustainable global economy.” 
Michael R. Bloomberg, in his letter to Mark 
Carney, Chair of the Financial Stability Board, 
15 June 2017.

The TCFD was established to help identify 
the information needed by investors, lenders, 
and insurance underwriters to appropriately 
assess and price climate-related risks and 
opportunities. The Taskforce structured its 
recommendations around four thematic 
areas that represent core elements of how 
organisations operate: governance; strategy; 
risk management; and metrics and targets.

We are committed to implementing the 
recommendations of the TCFD, providing 
investors and other stakeholders with 
information on climate-related risks and 
opportunities that are relevant to our 
business. Our TCFD disclosures are on page 
89. During 2021, we will work to assess the 
financial impact of the risks from climate 
change on our portfolio and our business. 

NET ZERO CARBON PLAN 

As part of our approach to manage transition 
risks, in 2020 we outlined our strategy to 
become a net zero carbon business by 2030. 
This strategy will focus on reducing our 
operational emissions by investing in on-site 
renewables and energy efficient technologies, 
as well as reducing embodied carbon on new 
build programs. Other direct carbon sources, 
such as our corporate emissions, are also 
captured and targeted. For further information 
on our net zero strategy see page 29.

Best-practice considerations

Identify the ‘E’, ‘S’ and ‘G’ data that is  
material to your company and disclose  
it in your Annual Report. 

Map your audience against the disclosures. 
For example, SASB is the preferred standard 
for the UK regulator, the FRC, and large 
investors such as BlackRock. 

Align your corporate or ESG strategy only 
with the SDGs that are most relevant to your 
specific business and ESG commitments and 
map out how you will act.

For premium-listed businesses, look to 
address TCFD reporting early, possibly  
with a gap analysis provided by Luminous  
as a starting point for mandatory reporting  
in 2022.

Disclose your company’s third-party ESG 
scores and accreditations. 

Reports in focus

SEGRO’s Annual Report illustrates some of the best-practice 
considerations set out above.

The company has reviewed the UN SDGs against its own 
ESG framework to understand which are particularly 
significant to its business and ESG strategy.

The ESG section of SEGRO’s Annual Report has its own index 
to guide the reader to where ESG information can be found 
throughout the report. The ESG frameworks used to disclose 
the company’s performance and the scores it has received 
from various rating agencies are summarised.

SEGRO confirms its commitment to implementing the 
TCFD recommendations and presents an overview of its 
pathway to becoming a net zero carbon business by 2030. 
It summarises the climate-related transition risks and 
opportunities it has identified the reports also shows the 
frameworks it uses to disclose this progress, including the 
GRI, SASB and GRESB.

As part of its assessment of climate-related risks 
and opportunities, SEGRO has undertaken a climate 
resilience study. 

SEGRO Annual 
Report 2020

SEGRO presents the TCFD disclosure in its Annual Report 
using an easy-to-read tabular index which shows the 
disclosures required for each of the four TCFD pillars next 
to a summary of the company’s approach and actions.

  Download the report here
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https://www.segro.com/~/media/Files/S/Segro/2021/SEGRO_AR20_Web.pdf
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Our ESG services include:

TCFD guidance and compliance

SASB alignment and reporting

ESG disclosure and integration 

ESG capital markets and  
investor events

Board training and Executive 
Committee training on ESG issues

Materiality assessment

SDG prioritisation

Stakeholder mapping

Target setting 

KPI and metric development 

Reporting framework alignment

How we can help you

Luminous’ strategy team has a deep 
understanding of capital markets and 
ESG disclosure requirements. We can 
help you to communicate with confidence 
around ESG issues and highlight your 
performance in a brighter way.
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Special edition:

Issue 3 – MiFID II

Making sense 
of MiFID II

1

UNDERSTANDING 
CHANGE IN GOVERNANCE 
REPORTING
Company secretary  
round table discussion on 
new corporate reporting 
requirements 

Issue 6 Special Edition – ESG luminous.co.uk

Does your  
ESG stand 
up to 
scrutiny?  

Embarking on  
the TCFD journey
A briefing guide

Our other 
publications

For more information or to download 
our publications visit:  
luminous.co.uk/insights
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http://luminous.co.uk/insights 


Our recent project highlights

Contact

Stephen Butler
Director of Investor Engagement  
& ESG Disclosure 
020 7101 1677
stephen.butler@luminous.co.uk 

luminous.co.uk

Telford Homes online 
Sustainability Report

Britvic Annual Report

RGA online Annual Report

Victorian Plumbing investor website

Biffa Annual Report and Sustainability Report
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https://www.telfordhomes-ir.london/SustainabilityReport2021/#page=1
mailto:stephen.butler%40luminous.co.uk?subject=Reporting%20Matters%20Issue%207
http://luminous.co.uk
https://www.britvic.com/~/media/Files/B/Britvic-V3/documents/pdf/presentation/2020/2020-annual-report.pdf
https://www.victorianplumbingplc.com/
https://rgaannualreview.com/
https://www.biffa.co.uk/investors/reports/annual-report
https://www.biffa.co.uk/investors/reports/annual-report
https://twitter.com/Luminouslondon
https://www.linkedin.com/company/luminous-design/mycompany/?viewAsMember=true
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