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contributed to this project at a conceptual level.
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In 2019 the Lab ran a stakeholder survey. As part
of this survey we asked users of the reports for
feedback. We received feedback that the example
disclosures were of particular value to users.
Responding to this feedback, we have included more
examples within this report than in previous Lab
reports. Whilst it makes the report longer, we hope it
adds to the overall value of this report.
If you have any feedback, or would like to get in touch
with the Lab, please email us at:
financialreportinglab@frc.org.uk
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Quick read
Overview

Investor views

Societal understanding of climate change and the need to take action has increased
over recent years, leading to an increase in both public discourse and government
initiatives. The 2015 Paris Agreement’s central aim to restrict global temperature
rise to 2 degrees above pre-industrial levels, and to pursue efforts to limit the
increase to 1.5 degrees, set a new ambition for the world’s response to climate
change. The scope of this challenge is becoming more widely understood.

Investors are increasingly calling for companies to report on challenges, targets and
activities to support the action they are taking on this issue. This project has received
an unprecedented amount of investor engagement, and this report focuses on
disclosures by companies that better meet investors’ needs.

In this context, investors and the broader financial system are seeking better
information to make more informed decisions about capital allocation and to price
risk. While different companies will be affected by climate change in different
ways, many will need to respond to potential increases in cost and/or decreases
in revenue. The cost of water and energy, for example, may increase and assets
(for example stock, investments, loans or infrastructure) may become stranded in
specific locations. For some companies, climate-related issues are material now,
with impacts already disrupting supply chains and changing consumer behaviour.
For others, climate-related issues are key to longer-term strategic planning
decisions. Climate-related risks are foreseeable, and as the implications become
clearer, more are likely to adapt their behaviours and investments making the
potential impacts a shorter-term issue for all companies.
The UK Government has set a target to bring all greenhouse gas emissions to net
zero by 2050. Other governments are also realigning around such targets, with
investors beginning to follow, for example as part of the UN-convened Net-Zero
Asset Owner Alliance. This target provides a unique 30-year signal for the future
for which both companies and investors can aim. Given this direction, there is an
increasing demand for companies to respond, and report on what the business
model looks like in the future and how it intends to get there.

“There is a not inconsiderable risk that the climate scientists are right, therefore
it’s irresponsible for boards not to be considering and looking at issues around
climate change” –  Investor
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The outcomes of climate change, including exact transitional and physical risks, and
pathways we will take, are uncertain. As both companies and investors increasingly
look to the future, there is a gap between the expectations of investors and
reporting practice, both in the quality and granularity of information provided.
Disclosure is developing, and as investor approaches become more sophisticated
and increasingly affect capital allocation decisions, further development will be
necessary. This report sets out how companies can fill this gap and move towards
more effective and comprehensive reporting.
Investors outlined that they would like companies to articulate:
• 	how boards consider and assess the topic of climate change;
• 	whether, and how, the business model may be affected by climate change,
whether it remains sustainable, and how the company may respond to the
challenge posed by climate change;
• 	what the opportunities and risks are, including the prioritisation of risks and their
likelihood and impact;
• 	what changes the company might need to make to strategy to capitalise on a
changing climate and related opportunities;
• 	what scenarios might affect the company’s sustainability and viability, and how;
and
• 	how the impact is measured and how the company measures the climate-related
challenges and the success of its strategy through strategically aligned, reliable,
transparent metrics and financially-relevant information.
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These areas reflect elements of a company’s operating approach, and areas of
assessment and consideration by investors. They are also consistent with the
principles set out in the Lab’s previous work on business models, risk and viability
and performance metrics, and the recommendations of the Task Force on Climaterelated Financial Disclosures (‘TCFD’) framework.

Task Force on Climate-related Financial Disclosures
The discussions that we had with project participants soon coalesced around the
TCFD framework. Many companies reported that the TCFD had helped them align
their thinking and discussions, which provided a clearer route to reporting. Investors
were also very supportive of TCFD reporting. As a consequence, rather than creating
a separate framework, this Lab report is structured around the TCFD framework.
The TCFD, established by the Financial Stability Board (FSB), was tasked with
reviewing how the financial sector could take account of climate-related issues.
In 2017, the TCFD published a report which set out four core elements of
recommended climate-related financial disclosures ('TCFD Core Elements'):
• 	Governance: The organisation’s governance around climate-related risks and
opportunities;
• Strategy:
	
The actual and potential impacts of climate-related risks and
opportunities on the organisation’s businesses, strategy, and financial planning;
• Risk
	
management: The processes used by the organisation to identify, assess,
and manage climate-related risks; and
• Metrics
	
and targets: The metrics and targets used to assess and manage relevant
climate-related risks and opportunities.
These areas align closely with the questions about which investors seek information.
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On 2 July 2019 the UK Government announced, in its Green Finance Strategy, the
expectation that listed companies and large asset owners should disclose in line
with the TCFD recommendations by 2022. Given the investor support for the TCFD,
and the Green Finance Strategy expectation, the Lab’s report recommends that
companies use the TCFD as a framework for thinking about and reporting on climate
change. For those not familiar with the TCFD, a short summary and main disclosure
recommendations can be found on page 9.
To help companies apply the principles of the TCFD framework, the Lab has
also developed a series of questions they should ask, to address the areas that
investors seek to understand. Consideration of these questions, by both companies
and investors, will lead to more informative reporting and better discussions.
Not surprisingly, some investors expressed a desire for more reporting by those
companies where their business models were more at risk, or which were higher
carbon emitters.
This report focuses on climate change, but many of the reporting recommendations
in this report could equally apply to other sustainability-related topics, including the
workforce (which will be the subject of a separate Lab report).

Role of Investors
While the focus of this project is on reporting by companies, it is clear that investors
are seen as part of the solution to managing climate change. Investors themselves
are also under pressure to report on climate issues under new regulations and
client requests, where mandates from asset owners are increasingly referring to
environmental, social and governance issues.
Indeed the TCFD framework and the UK Government’s expectation relate as much
to investor reporting as they do to company reporting. Information needs to flow
through the ecosystem in order to meet the need not only for decision-useful
information, but also to meet the needs of investors in carrying out their own
reporting.
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Regulatory requirements
A company's activities may impact the environment, as well as the effects of
climate change having an impact on the company. Companies should, therefore,
consider the likely consequence of climate change on their business decisions, in
addition to meeting their responsibility to consider the company’s impact on the
environment.
While in the UK there is no requirement to report on climate change specifically,
there are many reporting requirements that may require companies to address
climate-related issues. The Board has a role to consider the company's long-term
success. The Companies Act 2006 ('the Companies Act') requires companies to
provide information about how the directors have performed their duty to promote
the success of the company, having regard to the matters set out in section
172, including environmental matters. The Strategic Report requires disclosure
of principal risks and uncertainties and relevant non-financial information. The
UK Corporate Governance Code 2018 (the Code) requires reporting on how
opportunities and risks to the future success of the business have been considered
and addressed, and there are specific requirements (including the Streamlined
Energy and Carbon Reporting requirements) that require information on the impact
of the company’s business on the environment.
The FRC has also highlighted that a company’s financial statements should,
where material, ‘reflect the current or future impacts of climate change on their
financial position, for example in the valuation of their assets, assumptions used
in impairment testing, depreciation rates, decommissioning, restoration and other
similar liabilities and financial risk disclosures’.

Conclusion
Climate-related challenges will affect companies differently, however, investors
consider the issues to be material to a wide range of businesses. There is inherent
uncertainty in this area, but those companies and investors that are addressing and
considering climate-related issues recognise the benefit that comes from a robust
consideration of the future challenges facing the company, and a connected benefit
to feeling more able to respond and reposition as necessary.
Reporting on climate-related matters requires companies to ask themselves
challenging questions, make reasonable assumptions on the information available,
and develop their strategic approach from there. Reporting then flows from this
assessment.
Quick read
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“At the end of the day I want comfort that the company is preparing for many
different outcomes, as no one knows” –  Investor

How to read this report
This report is divided into five sections. Whilst those seeking a full understanding
are encouraged to read the report sequentially, given its breadth, we have outlined
below the contents of each section to enable readers to go directly to those of most
relevance:
• 	Section 1 contains investor and company views on the four TCFD core
elements – governance, business models and strategy, risk management and
metrics and targets. Each includes a set of questions companies should ask
themselves to help develop their reporting. The section also outlines areas of
developing reporting practice and links to examples in Section 3. There is much
interconnectivity between the four TCFD core elements. Some tips on how to
bring this information together in a coordinated way are provided on the next
page.
• 	Section 2 brings together the questions for companies and disclosure
recommendations across the TCFD core elements to allow for easier
consideration.
• 	Section 3 provides examples of developing reporting practice. These extracts
illustrate how companies are trying to meet the reporting challenge. As changes
in this area are dynamic, examples identified at this stage are likely to require
further development in the future in order to respond to investors’ needs. The
examples are organised around the same four TCFD core elements, allowing
readers to go directly to the examples most of interest to them.
• 	Section 4 provides a list of those companies and investors that participated in this
project.
• 	Section 5 covers the main regulatory and market initiatives relevant to
companies’ disclosure on climate change, and some broader input on investor
requirements and activity.
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Tips for approaching climate considerations and disclosure
Many companies are considering how best to address climate-related issues. Throughout this project the Lab has seen companies take a range of approaches, many of
which appear to be working successfully. However, some of the key elements that appear to be helping companies most effectively to address the issue are outlined
below. A number of these are not climate-related, but may help companies to address challenges the company faces in a more coordinated way:
• A
	 proper consideration of this topic starts with appropriate governance and
oversight. Senior management and board engagement is necessary to ensure
a coordinated approach, that a strategic view is taken, and that resources are
appropriately allocated.

• Other
	
organisations have highlighted that asking ‘how do we respond to climate
change?’ can be an overwhelming and alienating question. They have worked
hard to ask company-specific and operations-specific questions, which they have
found a more helpful approach.

• 	Climate-related issues impact many areas of a business. It is important to be
strategic to ensure that these areas all coordinate to make the best decisions
and get the best outcomes. Different companies have taken different approaches
to this, with some having a more decentralised structure, others using crossfirm working parties, and still others running a ‘nominated’ person approach
with input from other areas. Any of these can work depending on the company,
although most appear to need one point of contact/coordination, which can
work most effectively by naming a responsible person.

• 	Some companies have also reassessed their risks within this context – trying
to draw out whether, at a cross-organisation level, there is a different risk level
to that which they may identify in either a top-down or bottom-up risk format.
Understanding management reporting tools in this context can be important.

• As
	 so many operational areas of the business are coming together
to discuss the topic it is important to ensure that they are
discussing the same things. One approach to this is HSBC’s
‘Sustainable Financing Data Dictionary’ (HSBC Holdings plc,
page 33).
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• 	There is also a challenge, however, in not narrowing down the possible risks too
early. Companies suggested thinking as broadly as possible, including considering
whether the risk management process itself is capturing the interconnected
elements of the risks and opportunities.
• 	Many reported that the main help had been a desire and/
or push to just get started. The topic is broad, but this
approach allowed them to begin to understand what they
knew and didn’t know, what more information was required,
and to begin to ask how that could be sourced. Some
reported finding a roadmap of planned disclosure a helpful
indication of where they aimed to be and what they were trying
to achieve. (Roadmaps are disclosed by Unilever PLC, Barclays
plc, SSE plc and DS Smith plc pages 34, 35 and 36).
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Introduction
This project sought to test whether the principles of our
previous reports on business models, risk and viability
reporting and performance metrics could be applied
in the context of climate-related reporting. Each of
these reports has proven relevant, as they highlighted
the importance of companies articulating how their
business model remains sustainable, what the risks and
opportunities are, what scenarios might affect their
viability and how they measure the success of their
strategy through reliable, transparent metrics.
However, as the project progressed it became apparent
that there was a significant level of support for the TCFD
framework. Therefore, this report has been developed to
assist companies and provide practical guidance on how
to meet investor expectations using the TCFD framework.
It is structured around the four TCFD core elements;
governance, strategy, risk management and metrics and
targets.

Current reporting practice on climate
change
Blacksun's latest corporate reporting trends research
on the FTSE 100 (The Ecosystem of Authenticity) found
that 61 per cent of companies make no mention of
TCFD and only 16 per cent mention climate change
in the Chair/CEO statements. The CDSB First Steps:
Corporate climate & environmental disclosure under
the EU Non-Financial Reporting Directive report found
that of the top 80 companies by market capitalisation in
Europe, 70 per cent made disclosures on environmental
policies in comparison to 20 per cent on climate policies.
These statistics do not mean that companies are not
considering the issue of climate change internally, but it
shows the scale of the challenge in ensuring investors get
information on climate change that better meets their
needs.
Quick read
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What this report seeks to achieve

The challenge of climate change

At this stage, there are examples of developing reporting
practice, but expectations are high, and further
development of reporting to meet investor needs
will be necessary. To assist, this report sets out how
companies can make their reporting more effective
and comprehensive by providing a set of questions
that they should ask to help develop their reporting.
These questions are framed around the four TCFD core
elements.

The central aim of the Paris Agreement, signed in 2015,
is to restrict global temperature rise to 2 degrees Celsius
above pre-industrial levels and to pursue efforts to limit
the rise to 1.5 degrees. The Agreement operationalises
this by asking nations to disclose Nationally Determined
Contributions (‘NDCs’), which outline how they aim to
keep their emissions outlooks within the Agreement’s
thresholds. Where NDCs offer a granular view of the
policy landscape, these documents can provide a
potentially valuable input to strategic planning and
analysis.

During the project, both companies and investors
stressed to us the inherent uncertainty in addressing
and reporting on climate-related issues. Investors
acknowledge the challenges, but also stress that they
expect companies to be making reasonable assumptions
on the information available and then developing the
company’s approach and reporting.
For companies that have not considered TCFD previously,
the questions may be difficult to achieve in the short
term, but they can be used as a starting point to support
changes in reporting to address investor expectations
and bridge the gap towards more effective reporting.

Investor reporting
Investors themselves are also under pressure to report
on climate issues under new regulations and client
requests, where the mandates they receive from asset
owners are increasingly referring to environmental, social
and governance issues. The TCFD framework relates
as much to investor reporting as it does to company
reporting.
Information needs to flow through the ecosystem
in order to meet this information need. Investors,
therefore, may also find this report helpful in their
engagement with companies on climate change.

Regulatory and market
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The UK Government has set a target of being net zero
by 2050. In this context, companies need to think
about how their business models, strategy and financial
planning will be affected by this, and other changes
governments may wish to enact, and then report on the
effects.
Whilst the risks of a changing climate may, in some
circumstances, only crystallise fully over the longerterm, they are having an impact now, and many other
risks are now foreseeable. The full consequences of a
changing climate are uncertain, but have been broadly
categorised into physical risks and transition risks.
Physical risks, which require adaptation, include rising
sea levels, global temperature rise and more frequent
and intense weather events. Transitional risks, which
may be mitigated, refer to risks relating to the movement
towards a greener economy. Such transitions could relate
to, for example, changes to product mixes, regulatory
challenges, reputational issues or higher costs of doing
business. Social and political upheaval related to these
changes may also be widespread.
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Regulatory and market
overview

Companies Act 2006 Requirements
Section 414C of the Companies Act provides that:

Expectations around the reporting of climate-related
issues have grown over recent years, especially the
expectations of investors and other stakeholders.
Whilst there is no specific requirement to report
on ‘climate change’, companies should be providing
information on their impact on the environment, their
principal risks, how directors have considered the longterm success of the company and, where material, the
impacts on their financial statements.

FRC statement on the Government’s Green
Finance Strategy
To coincide with the Government’s release of the Green
Finance Strategy on 2 July, the FRC published a statement
saying that the effect of climate change on society and
business is one of the defining issues of our time:
"The Boards of UK companies… should therefore
address, and where relevant report on, the effects of
climate change (both direct and indirect). Reporting
should set out how the company has taken into
account the resilience of the company’s business
model and its risks, uncertainties and viability in both
the immediate and longer-term in light of climate
change. Companies should also reflect the current or
future impacts of climate change on their financial
position, for example in the valuation of their assets,
assumptions used in impairment testing, depreciation
rates, decommissioning, restoration and other similar
liabilities and financial risk disclosures."
Alongside the Green Finance Strategy, the FRC also
joined the Pensions Regulator, the Prudential Regulation
Authority and the Financial Conduct Authority to publish
a joint-regulatory statement on this topic.
Quick read
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"The strategic report must contain… (2)(b) a description
of the principal risks and uncertainties facing the
company… [and]… The review must, to the extent
necessary for an understanding of the development,
performance or position of the company’s business,
include… (b) where appropriate, analysis using other
key performance indicators, including information
relating to environmental matters and employee
matters.

“

Sections 414C (7) requires disclosures, to the extent
necessary for an understanding of the development,
performance or position of the company’s business,
on the impact of the company’s business on the
environment.
Disclosures regarding principal risks and uncertainties
may also be required under the Companies Act where
climate-related issues are material, and will likely form
part of the newer section 414CB requirement to consider
the principal risks that the company poses to the outside
world more generally.
In their Strategic Report, companies are now also
required to make a Section 172(1) statement describing
how directors have had regard to the matters set out
in section 172(1)(a) to (f) of the Companies Act when
performing their duties under section 172, which in
subsection (1)(d) relates to the impact of the company's
operations on the community and the environment.

UK Corporate Governance Code 2018
The Code also requires Boards to discuss how the
matters (including impact on the environment) set out
in section 172 of the Companies Act 2006. Provision 1 of
the Code states that:

Regulatory and market
overview
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"The board should assess the basis on which the
company generates and preserves value over the
long-term. It should describe in the annual report how
opportunities and risks to the future success of the
business have been considered and addressed, the
sustainability of the company’s business model and
how its governance contributes to the delivery of its
strategy."
The Code also expects boards to be considering and
responding to emerging risks.

IFRS requirements
Although the financial statements contain limited
forward-looking information, climate-related risk could
have a significant affect on the carrying value of the assets
and liabilities reporting in the financial statements in
certain industries. There is an expectation that, if material,
information about how climate-related risks have been
factored into impairment calculations, for example, should
be disclosed.
The starting point is for companies to consider materiality.
The definition as set out in IAS 1 is that “items are
material if they could individually or collectively, influence
the economic decisions that users make on the basis of
the financial statements”. As investors increasingly factor
in climate-change considerations into capital allocation
decisions, this information in the financial statements is
likely to become increasingly material.

Other market initiatives and reporting
requirements
There are a number of other initiatives and reporting
requirements relevant to climate-related issues, and these
can be found in Section 5: Appendix D – regulatory and
market initiatives.
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The Task Force on Climate-related Financial
Disclosures
The TCFD, established in December 2015 by the Financial
Stability Board (FSB), was tasked with reviewing how the
financial sector could take account of climate-related
issues. The TCFD was asked to develop recommendations
for more effective climate-related disclosures that:
	
promote more informed investment, credit, and
• could
insurance underwriting decisions and,
• in
	 turn, would enable stakeholders to understand
better the concentrations of carbon-related assets
in the financial sector and the financial system’s
exposures to climate-related risks.
In 2017, the TCFD published a report which set out four
core elements of recommended climate-related financial
disclosures that apply to organisations across sectors and
jurisdictions:

The recommended disclosures on the TCFD, across the
four core elements of disclosure, are outlined below in
Figure 1.
In June 2019 the TCFD released its second status report
on the uptake of its recommendations. The report noted
that nearly 800 organizations have expressed their
support for the TCFD recommendations. “The review of
reports from over 1,100 large companies across multiple
sectors in 142 countries found that the average number
of recommended disclosures per company has increased
Figure 1: TCFD recommended disclosures

Recommendations and Supporting Recommended Disclosures
Governance

Strategy

Risk Management

Metrics and Targets

Disclose the organization’s
governance around climaterelated risks and opportunities.

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

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

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

Recommended Disclosures

Recommended Disclosures

Recommended Disclosures

Recommended Disclosures

a) Describe the board’s oversight
of climate-related risks and
opportunities.

a) Describe the climate-related
risks and opportunities the
organization has identified over
the short, medium, and long
term.

a) Describe the organization’s
processes for identifying and
assessing climate-related risks.

a) Disclose the metrics used by
the organization to assess
climate-related risks and
opportunities in line with its
strategy and risk management
process.

b) Describe management’s role in
assessing and managing
climate-related risks and
opportunities.

b) Describe the impact of climaterelated risks and opportunities
on the organization’s
businesses, strategy, and
financial planning.

b) Describe the organization’s
processes for managing
climate-related risks.

b) Disclose Scope 1, Scope 2, and,
if appropriate, Scope 3
greenhouse gas (GHG)
emissions, and the related
risks.

c) Describe the resilience of the
organization’s strategy, taking
into consideration different
climate-related scenarios,
including a 2°C or lower
scenario.

c) Describe how processes for
identifying, assessing, and
managing climate-related risks
are integrated into the
organization’s overall risk
management.

c) Describe the targets used by
the organization to manage
climate-related risks and
opportunities and performance
against targets.

• Governance:
	
The organisation’s governance around
climate-related risks and opportunities.
• Strategy:
	
The actual and potential impacts of climaterelated risks and opportunities on the organisation’s
businesses, strategy, and financial planning.
• Risk
	
Management: The processes used by the
organisation to identify, assess, and manage climaterelated risks.
• Metrics
	
and Targets: The metrics and targets used to
assess and manage relevant climate-related risks and
opportunities.
The TCFD also put together sector-specific reporting
guidance for the financial industry (insurers, banks, asset
managers and asset owners) and other non-financial
sectors including energy; transportation; materials and
buildings; and agricultural, food and forest products.
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by 29 per cent from 2.8 in 2016 to 3.6 in 2018. At the
same time, the percentage of companies that disclosed
information aligned with at least one of the Task Force’s
recommendations grew from 70 per cent in 2016 to
78 per cent in 2018”. In a survey conducted with users
and companies, 76 percent of users stated that they
are already using climate-related financial disclosures in
their decision making process. The report also highlights
examples of how companies are reporting against the
TCFD framework.
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Section 1

Investor expectations and
company views
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Governance and management

One approach is to disclose what information the board sees (Royal Dutch Shell
plc page 38), the governance arrangements in place (Unilever PLC page 39), who
has responsibility, and a consideration of the necessary competence (National
Grid plc page 40)

Investor participants are seeking a better understanding of:
• how boards consider and assess climate-related issues

Setting the strategy

Overview
Throughout this project, both companies and investors reinforced the importance of
the board’s role. Investors stressed the importance of understanding the way in which
a board considers and assesses climate-related issues. This allows them to get comfort
over procedures and the board’s consideration of how the company’s business model
and strategy are affected. In the reporting, investors want more information about how
boards consider and assess a range of sustainability-related topics, including climaterelated issues and the workforce (which is subject to a separate Lab report) relevant to
the company’s business model and strategy.

Investor view
The role of the board
Investors seek more information on how boards consider and assess climate-related
issues. Examples of such disclosure could include who has responsibility for climaterelated matters and the frequency with which the item is discussed. However, processspecific disclosures should not substitute for insights into the quality of the discussion
and the way in which relevant information has been incorporated into strategic planning
and key decision-making.
This desire for an understanding of the board’s involvement is not necessarily limited to
climate change; investors are looking for more information on how boards consider and
assess a range of sustainability-related issues. The views on governance that are set out
in this section, the questions investors are asking and disclosures they are looking for, as
outlined on page 12, could equally apply to other aspects of board consideration.

“It’s not necessarily all about the numbers – I want to know they’re thinking about
the issue of climate change, as it is what I would be worried about if I was running
the business” –  Investor
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The areas in which climate-related issues might be relevant are extremely
interconnected, and therefore feedback between each of the areas, and incorporation
into strategic planning, is essential. Board involvement in setting the company’s
strategy is considered key, as climate-related issues pose a challenge to strategy now
and in the future.
A changing climate does not only pose risks, but also opportunities. The most relevant
issues will differ by company, but the board is in a position to take a longer-term
view and bring the challenges and opportunities together. In this context, the board’s
role in assessing and considering materiality is key. In measuring these aspects,
where possible, the use of standardised metrics, or standardised or industry-based
methodologies are welcomed by investors.
The importance of the board should not, however, downplay the importance of
management. The achievement of targets are key to achievement of a wider strategy,
and the TCFD also expects disclosures around the involvement and interaction of
management in assessing and managing climate-related risks and opportunities.

Company view
The role of the board
Many companies agreed with investors that the role of the board should be central to
considerations of climate-related issues and the connected challenges.
Some companies reported that they had to work quite actively to link activities at an
operational level with the board’s oversight. However, many felt that the focus of the
TCFD on governance had allowed for more internal momentum regarding the topic.
Some also reported that it had helped with wider integration of climate-related issues
into strategic considerations.
Disclosures regarding the board’s consideration of these issues, including relevant risks,
are often qualitative. The company is in the best position to provide its own view of the
challenges it faces, but also to support this with the data that is most relevant to the
company, and that is being monitored and managed by the board.
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Governance and management
TCFD expects companies to:

In order to help investors understand how boards consider and assess climate-related
issues, companies should ask themselves…
•
•
•
•
•
•
•
•
•
•
•
•

	What arrangements does the board have in place for assessing and considering climate-related issues? What is the
board’s view of the climate change challenge, and what assumptions is it making? +
	Who has responsibility for climate-related issues? How are the board and/or committees involved and how often
are climate-related issues considered?+
	What insight does the information give the company and how is it being integrated into strategic planning?+
	What information helps the board understand the company’s risk profile?
	What information and metrics do the board monitor in relation to climate-related issues? How does the board,
establish, monitor and oversee, including modifying, climate-related goals and targets? +
	Is the board preparing for different outcomes where there is uncertainty?
	How does the board get comfort over the metrics being used to monitor and manage the relevant issues?
	What arrangements does the Executive Committee, or other divisional levels, have in place for assessing and
considering climate-related issues, and who has responsibility for them? +
	Does the board consider the climate-related reporting to be fair, balanced and understandable?
	What competence and expertise does the board feel it needs, or needs access to, in order to consider and address
the challenges climate-related issues pose?
	Has the board reviewed its public policy approach to climate-related issues for consistency?
	Is the organisation planning to report against the TCFD? If so, what can be shared about the progress made and
what are the plans for disclosure?

Disclose the organisation’s governance around climaterelated risks and opportunities
•

	Describe the board’s oversight of climate-related risks
and opportunities

•

	
Describe
management’s role in assessing and managing
climate-related risks and opportunities

“	Every organisation has some kind of risk, we need them to
sit down and look at what’s relevant to them” –  Investor

“It’s fundamentally whether or not the company has
envisioned a 20 year world that matches our view, whether
their choices and strategy and competitive advantage are
consistent with that 20 year view and how they will use
their strengths to get there” –  Investor

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
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Business model and strategy
Investor participants are seeking a better understanding of:
• 	how the business model may be affected by climate-related issues, whether it
remains sustainable, and how the company may respond to the challenge posed
by climate change, including what changes the company might need to make to
strategy

Overview
The expectations outlined in our report and implementation study on business model
reporting remain relevant in the context of reporting about climate-related challenges.
Whilst business model disclosures generally focus on what is in place now, investors
seek insight into the sustainability and resilience of the business model into the future.
This includes information about which strategy gets a company from the current
position to that future state.
Many investors are still developing their approaches to climate analysis. Others are
more advanced, focusing on climate-related issues in their stewardship activities,
developing models of weather patterns, building models of winners and losers
in a world affected by climate change, or including management positioning and
adaptability in discount factors.
Companies are also on a spectrum in responding to this issue. For many, consideration
of this topic is in its infancy, and the questions it poses can be overwhelming. Taking
action on this issue involves a consideration of the strategic issues facing the business
in a low-carbon world. The opportunities offered by a changing climate and the issue of
horizons were also raised.

Investor view
Materiality
Climate-related issues will impact different companies in different ways, but it is
clear that investors seek a clear understanding of how companies have considered
its materiality to business models, strategies and other areas that may be affected.
The definition of materiality in IAS 1 (referenced on page 8) is helpful as it considers
whether an item disclosed in the financial statements would influence the economic
decisions that users make. As investors increasingly make capital allocation decisions
that take into account climate-related factors, there is an increasing expectation that it
is material to many businesses.
Quick read
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One approach is to disclose the resilience of the business model and
opportunities, including a quantification of these risks and opportunities
(SSE plc page 42-45) or where specific aspects of their business model may
be affected and their capacity to respond (Stora Enso Oyj page 46)

As a minimum, companies should make an assessment of whether climate-related
issues are relevant to their business model by looking at the possible effects that it
might have in the future. Investors want to see companies explain how they have
assessed materiality, even if the outcome of that assessment is that it is considered not
to be material.
Investors acknowledge that for some companies it can be difficult to see the short term
impact, as it may not yet be having a financial impact. However, there are expectations
that companies will be considering possible short, medium and longer-term impacts.
Given the likely impact to the future business model, investors may consider it to be
a material issue. For example if a business segment is only partly at risk from physical
risks now, but is a growing part of the business, this can have a large impact and may,
therefore, be considered material.
A number of companies use science-based targets, which involves adopting targets to
reduce GHG emissions in line with what the climate science says is necessary to meet
the goals of the Paris Agreement. Investors are particularly interested in what that
means for the company and how they are intending to reach those targets. With action
from governments, including the UK Government legislating for net zero emissions by
2050, investors want to understand how companies are going to react to those types of
challenges over a longer-term horizon, what strategy will help the company get there
and how this is being monitored.

Opportunities to the business model
Whilst many investors are considering climate-related issues predominantly through a risk
lens, they also want to understand opportunities. This may include operating and capital
expenditure in particular areas, a discussion of resilience of the organisational strategy, or
a greater focus on green revenues. This all helps investors understand the sustainability of
the business model, and what changes may need to be made in the future.

One approach is to disclose the opportunities a changing climate pose to the
business (Halma plc page 47)
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An approach is to outline strategic plans for reaching net zero by 2050 (General
Mills Inc page 48), including reference to the IPCC recommended 1.5 degree
pathway, and an indication of strategic decisions being made in light of this
(Ørsted A/S page 49)

“	On scenarios, what are the drivers that change what is going on in the scenario –
I really want to understand where it is impacting the business model. It’s not about a
number, not about the output, the journey is as important as the destination”
–  Investor
“ Reporting has been an iterative process. It doesn’t need to be perfect”  – Company

Data
Whilst investors want to understand board oversight and functions, they are also
increasingly calling for more data on an asset-by-asset basis. Companies will be affected
differently by climate-related issues, so information on the key challenges the company
faces, whether in relation to supply chains, manufacturing locations or other issues, will
differ. Investors want to understand where and how the business is operating and what
physical and regulatory change may be most relevant in those jurisdictions.

One approach is to explain the challenges a company faces at each asset
location (Fresnillo plc page 50)

Investors acknowledge the challenges of gathering timely, robust and reliable data, as
they are facing similar challenges when developing their own modelling and disclosure.
Qualitative disclosures are useful, particularly in relation to governance and a view of
the future, but in the absence of data, such disclosures may be less decision-useful.
One example of a data point that is used by a number of investors to understand the
company and its planning is whether or not a projected carbon price is being used for
internal planning purposes, including project planning and assessment. The strategic
planning purpose should align with the company’s wider purpose as expected by the
UK Corporate Governance Code, which allows for coherent consideration of this issue
across the company.

One approach is to disclose an internal carbon price used for strategic
planning purposes (Oil Search Ltd page 51)

Quick read
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Investor expectations
and company views

Investors draw on a number of sources when considering climate-related issues,
including using proxy information where specific disclosure is not provided. However,
disclosure from the company allows investors to understand its position and make their
own assessment of whether they agree.
Investors expect strategically important information to be included within an annual
report alongside financial statements implications, where material. This aligns with the
TCFD, which expects climate-related financial disclosures to be made in mainstream
filings. This approach allows for more thorough stewardship and investment decisionmaking. Additional reporting may be provided elsewhere, for example in a sustainability
report, to supplement this.

“	We need to consider it asset-by-asset. We are currently in part assuming the whole
company is one asset, even though we know it’s wrong. One high and one low risk
does not level out to a medium risk”  –  Investor
In understanding challenges, and required changes, to the business model, investors
also welcome the work of a number of organisations, such as the CDP, Climate
Disclosure Standards Board and Sustainability Accounting Standards Board, which
provide guidance on reporting, and are increasingly displaying how their frameworks
align with the TCFD. These frameworks and initiatives are covered in more detail
in Appendix D. For investors it’s not about companies providing TCFD reporting
exclusively, but instead the integration of information from other frameworks where
this assists in reporting, which makes the guidance on alignment to TCFD welcome.

“ It’s all about the context, so put together a three year reporting plan and update
every year regarding the context. It’s not just about the company’s plans, it’s also
about resilience to how wider society is responding” –  Company
“ We understand the importance, but find it hard to reconcile to the here and now”
–  Company
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Financial statement impact
If material to the business, investors
also expect companies to consider
and report on the impact on the
financial statements, particularly on
those aspects of financial statement
reporting that involve estimates of
the future. These might include, for
example:
• 	pricing and demand assumptions
used in impairment testing
models that involve carbon
products;
• 	depreciation rates of assets
whose useful economic life may
be affected by climate-related
issues, and any decommissioning
obligations that may follow;
• 	recognition of an onerous
contract provision due to loss of
revenues due to climate risk; and
• other
	
information, not presented
elsewhere in the financial
statements, that would influence
investors’ decisions.
Some investors particularly
emphasise the importance of
companies considering the financial
statement impacts of climate
change as this information is subject
to audit. It is also fundamental
information that they need to value
companies and make decisions on
capital allocation.

Quick read

Introduction

In its July 2019 statement, the FRC
stated that it would monitor how
companies and their auditors fulfil
their responsibilities, including in
relation to the disclosures in the
financial statements. It is clear that
investor expectations in this area, on
both companies and auditors, are
increasing.
Better reporting includes outlining
financially relevant information,
but also explaining the impacts, the
balance sheet effects and where
there are assets and liabilities that,
looking to the future, are already
being impacted now. As outlined
in the FRC's recent publication
'Thematic Review: Impairment of
non-financial assets', companies
for whom climate change and
environmental impact are significant
will explain how such factors,
specific to the company’s industry
and value chain, have been taken
into account in assessing medium
and long term growth potential,
costs and licence to operate.

“Is climate change a material risk?
You can only tell that once you’ve
looked at the materiality. Even
low emitters may have exposure
to vulnerable regions, so I expect
companies to be thinking about it
and at least doing a process
of identification” –  Investor

Regulatory and market
overview

1

AASB/AAASB Guidance on financial statement impact of climate-related and other
emerging risks
In April 2019, the Australian Accounting Standards Board and the Australian Auditing and
Assurance Standards Board issued joint guidance on assessing when climate-related and other
emerging risks are material in relation to the assumptions made in preparing the financial
statements, and therefore require separate disclosure regardless of their numerical impact.
Climate-related and other emerging risks disclosures: assessing financial statement materiality
using AASB/IASB Practice Statement 2 briefly outlines how climate-related risks may affect
the financial statements and which accounting standards, such as impairment of assets,
may be relevant. The guidance notes that while these issues are most commonly discussed
outside the financial statements, “qualitative external factors such as the industry in which
Figure 1 Considerations in Assessing Materiality
the entity operates, and
Figure 2: Considerations in assessing materiality
investor expectations may
make such risks ‘material’
Investor Expectations
and warrant disclosures
Could investors reasonably expect that climate-related risks or other
emerging risks have a significant impact on the entity and would that risk
when preparing financial
qualitatively influence investors’ decisions, regardless of the quantitative
statements, regardless of
impact on the financial statements?
their numerical impact”.
The guidance includes
an overview flow chart
of this process providing
more detailed guidance
on specific areas of the
financial statements that
may be affected by climate
change.
Figure 2: Climate-related
and other emerging risks
disclosures: assessing
financial statement
materiality using AASB/IASB
Practice Statement 2

Investor expectations
and company views

2 Appendix A – questions
and recommended
disclosures

YES

NO

Entity Assessment

Entity Assessment

Have these risks affected any
of the amounts recognised
or disclosed in the financial
statements?

Are climate-related risks or other
emerging risks likely to have a
material impact in the entity’s
specific circumstances?

YES

Determine
relevant
disclosures

NO

YES

Explain
assumptions
made
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Company view
Horizons
For companies, reporting on climate-related issues can be challenging as it requires a
view of an uncertain future, including the many different pathways that may be taken
even where a target state is clear. With the level of assurance and governance over the
annual report, it can make the inherent uncertainty difficult to report on.

“ It’s about having a view of the future, then about considering the climate impacts
on that view – ie the climate delta. Probably both are wrong, but it’s insightful
internally and then externally” – Company

Changes to the business model
Companies also do not always know over which horizons they should be considering
the issue. Some reported that they use their business planning cycle as a first step,
Some companies are disclosing opportunities from climate-related issues, but some
but many are increasingly looking further, most often to 2030. A few are also looking
are also sensitive about disclosing information that might give away their competitive
beyond that, but recognise that this brings with it more uncertainty over the long
advantage. Scenario analysis can help, as it provides an indication of possible future
term outlook, particularly in relation to the metrics used. Some of this uncertainty is
impacts without committing a company to a long term direction. In this regard it is
highlighted in reporting, and it is important for companies to be clear on the horizon
helpful for a company to identify key decisions points for future strategic direction.
that they are assessing climate risk. Using the UK government’s target of net zero
emissions by 2050 can be helpful. However, the most important part of the challenge is “This topic has integrated company planning into more of a coordinated strategy
reporting on how the insights gained from this horizon are changing, and will change,
assessment, offering additional value” – Company
behaviour and plans in the future.
Internal functions

An approach is to discuss the horizons over which different issues have been
considered, and what those timeframes are (Land Securities Group PLC, Aviva
plc, Bloomberg L.P pages 52, 58-59, 75-77)

Some companies are trying to consider not only short term risk, but also wider
business resilience. This involves a fulsome assessment of the future and the
company’s key drivers in different contexts, including different climate scenarios. Such
an analysis requires a great deal of coordination across many areas, including strategy,
finance, risk, reporting, company secretarial, sustainability, investor relations, plus the
management and board.
Coordinating these areas, and working across functions, is an important step in
assessing the impacts of climate-related issues across the business. Not surprisingly,
this level of coordination can be time-consuming and difficult to put in place.
Companies taking part in this project have addressed this challenge in a number of
ways. The Lab has developed some tips to help companies based on what the Lab has
heard from companies involved in the project. These can be found on page 6.
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Business model and strategy
In order to help investors understand how the business model may be affected by climate-related issues,
whether it remains sustainable, and how the company may respond to the challenge posed by climate
change, including what changes the company might need to make to strategy, companies should ask
themselves…
•

	What does the company look like in the future and how will it continue to generate value? What strategy does the company have for
responding to the challenges?

•
•

	How was the decision about the materiality of climate-related issues made? +
	What opportunities and risks concerning climate-related issues are most relevant to the company’s business model and strategy?
Which, if any, of these are financially material? What process has been followed in order to assess the impact of climate-related
issues?+

•

	Where do the biggest risks and opportunities sit? +

•
•

	 the company considered the impact of low-carbon transition as well as physical risk?
Has
	What are the relevant short, medium and long-term horizons? How do these different horizons affect key divisions, markets,
products and/or revenue/profit drivers? +

•
•

	
How
resilient is the business model to climate change? How does the company respond to a 1.5 degree, 2 degree or more world? +
	What strategy has been put in place to reach that aim, and what operational or capital expenditures are needed to address
any necessary business model changes? How are long-term projects structured to ensure flexibility, including options for deemphasising and emphasising if circumstances should dictate?+
	What are the possible effects on the company’s revenues, expenditures, assets, liabilities, products, customers, suppliers etc of
different climate scenarios?
	How does the information gathered factor into strategic planning? What triggers would require a change of direction?
Are there opportunities better to explain exposure to particular product lines or 'green' revenues?
	How are the risks and opportunities reflected in the financial statements, for example the effect of assumptions used in impairment
testing, depreciation rates, decommissioning, restoration and other similar liabilities and financial risk disclosures?

•
•
•
•

TCFD expects
companies to:
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
•

	Describe the climate-related risks and
opportunities the organisation has
identified over the short, medium and
long term

•

	Describe the impact of climaterelated risks and opportunities on the
organisation’s businesses, strategy
and financial planning

•

	Describe the resilience of the
organisation’s strategy, taking into
consideration different climaterelated scenarios, including a 2 degree
or lower scenario

“We really need to be looking out 15 years”
–  Company

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’

Quick read

Introduction

Regulatory and market
overview

1

Investor expectations
and company views

2 Appendix A – questions
and recommended
disclosures

3 Appendix B – examples
of developing practice

4 Appendix C – participants 5 Appendix D – regulatory
and process

and market initiatives

18

Climate-related corporate reporting

Risk Management
Investor participants are seeking a better understanding of:
• the
	 risks and opportunities presented by climate change including the
prioritisation, likelihood and impact, what scenarios might affect the company’s
sustainability and viability, and how the company is responding

Overview
The insights from the Lab’s report and implementation study on risk and viability
reporting continue to hold true. Investors seek company-specific disclosures that
provide information about prioritisation of risk and their likelihood and impact.
For companies, challenges could be numerous, including disrupted supply chains,
regulatory changes, land use amendments, water scarcity, or weather-specific changes
at main production sites, amongst a number of other challenges. The insight about
what each may mean for the business is important, as this helps connect to strategic
planning. This implies a level of asset-specific data. Investors would like to see more
reference to climate-related issues across the risk and viability sections. A key aspect
of this is gaining an understanding of the related governance and risk management
process regardless of the assessment of materiality.
Whilst under the TCFD framework, scenario analysis sits more alongside strategy, we
have instead included it in the risk management section. Many of the insights about
what investors seek relate to the conclusions of the Lab’s risk and viability report, which
can therefore be helpful in identifying areas to focus on. Obviously, results of scenario
analysis need to be incorporated into strategic planning, and potentially impairment
testing in the financial statements and this illustrates one of the ways in which TCFD
expects an interconnected picture to form.

Investor view
Process and oversight
Investors seek to understand the process that has been undertaken to identify risks,
which risks have been identified, how important the risks are and what the company is
going to do about them. They are using the risk disclosures to understand a company’s
resilience to risk, and how well-positioned the company is to respond.

“ How do we get a meaningful outcome? A number of different scenarios and
impacts need to be considered” – Investor
Quick read
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Disclosure around the risk management process is necessarily qualitative. The question
posed is, are systems or processes in place to protect the company and its assets?
Much of the expectation around risk management assumes that companies will be
including climate risk in current risk management considerations, rather than as a
separate process or consideration.

Materiality and principal risks
In general, investors believe that more companies should be assessing climate change as
a risk, or at least as an uncertainty, in their reporting of principal risks and uncertainties.
However, investors are also interested in which risks companies have themselves
identified. There is an expectation that how a company assessed the materiality of
climate risk should be reported even where it has not been considered a principal risk. If
reported as a risk it should explain the impacts that raise that specific concern.
An approach is to outline the risk management process in place
(Swiss Reinsurance Company Limited page 54), or provide information on the
oversight of the Audit Committee (National Grid plc page 55)

Granularity of information
Risks depend on the business, its business model, the location and vulnerability of
assets and liabilities and the magnitude and rate of temperature increase. Investors are
not only interested in the risks posed by climate change at a high level, they are also
interested in asset-level data, for example where sites may be located, and what this
means for specific transitional or physical risks faced.
An approach is to outline the risks in relation to key specific assets (Diageo plc
page 56) or benchmarked results and changes made (Johnson Matthey plc page
57)

“The most difficult thing is the scenario – and the most interesting thing is obviously
the scenario” – Company
“I want a company to do their own [scenario analysis], but if the analyst can’t
understand what they have done there is no point” – Investor
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Scenario analysis
Given the uncertainty inherent to climate change, scenario analysis is considered
important and is one of the key elements of the TCFD. Whilst implementation is
developing, investors are supportive of companies evolving their approach. Investors
acknowledge that it can be complicated to connect climate scenarios to financial and
business operations, and they face similar challenges in their own modelling.
Investors seek information on which scenarios have been assessed, and what
assumptions have been made. In addition, understanding the discussion around
how these assumptions have been arrived at is helpful. These are key elements in
understanding the credibility of the activity and as such, the question asked in the Lab’s
risk report applies – are the stress and scenario analyses disclosed in sufficient detail
to provide investors with an understanding of the nature of those scenarios, and the
extent and likelihood of mitigating activities?

Many also wanted to see modelling against a higher, ‘stressful’ scenario, such as a 3
or 4 degree world, to understand company resilience. Companies are expected to use
more than one scenario and/or pathway, and ensure that appropriate and credible
assumptions around physical and transition risks are reported.
These scenarios should then tie not only into wider risk management considerations,
but also strategic planning and viability assessments.
An approach is to outline asset-based outcomes referring to specific scenarios,
including NPV-related results under which the scenarios may make certain
investments less attractive, and modelling to a 1.5 degree scenario (Oil Search
Ltd pages 60 and 61), or a description of the scenarios and impacts on key
areas (in this circumstance related to commodity impacts) - (Rio Tinto plc
pages 62 and 63)

Investors are interested in how a company will be affected under different scenarios,
and what strategy they will then put in place to address the related challenges.
Investors appreciate specific insight into the scenarios and key assumptions, although
they don’t expect ‘one answer’. Although they would like an indication of possible
effects on financial results under different scenarios, investors are more interested in
the underlying information that allows them to make their own assessment.

“It’s not about one scenario, but which range of scenarios and what did they tell you,
how aggressive was it – it’s all about assumptions and process – and what were the
indicative effects?” – Investor

Scenario analysis is about an openness to a range of possibilities and uncertainties and
the development of an understanding of the important inflection points, signals and
how decision-making may need to change in the future. Therefore, one of the crucial
questions is how the results are specifically used in planning.

Most investors expect companies to assess their prospects over a longer time frame
than is currently the practice, with many then expecting climate-related issues to be a
factor included in viability statements.

An approach is to refer to signposts being monitored, with indicators and
reference to future strategic decisions (Bloomberg L.P. pages 58 and 59)

Many investors want modelling against a 1.5 degree scenario, as envisaged by the Paris
Agreement. The TCFD framework recommends a ‘2 degree, or lower’ scenario, but
investor expectation is also beginning to coalesce around an expectation of modelling
towards a 1.5 degree world.

Quick read
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Viability statements

The Lab’s report on risk and viability suggested a two-stage process for a consideration
of viability. This involves an assessment of prospects over a longer time horizon, taking
into account current position, a robust assessment of principal risks and the business
model. It was clear during this project that investors consider this assessment should
be carried out over longer than a three year timeframe. For many companies this
assessment should encompass risks and opportunities arising from climate change.
The second stage, which may be over a shorter period whilst taking into account
insights from the first step, is an assessment of viability considering stress and
sensitivity analysis, linkage to principal risks, qualifications and assumptions and the
level of reasonable expectation.
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“It’s about asking the people involved in the business to think about, and help ensure, “Scenario analysis has enabled us to say we know to the best of our capability what
the company is around in 10 years. About critical elements of the business’ survival
the physical risks are posed by climate change” – Company
and encouraging and reporting on those” – Company
Scenario analysis
One approach is to refer to climate-related impacts in the viability statement
disclosure (Royal Dutch Shell plc page 64)

Company view
Relevance
For many companies, climate change is not currently considered a principal, or even
material, risk. For some this is reflective of horizons, whereas others do not see it
having a material impact. Overall, it appears that some companies take a different view
to investors on the issue of materiality.

Risk management processes
Companies reinforced the importance of the process of considering climate-related
issues as a risk, and ensuring that multiple time horizons are considered. Some
reported that time horizons can be difficult, as investors are often requesting disclosure
over a time horizon which extends beyond a company’s normal planning process. Some
companies do not see climate-related issues affecting them in the shorter-term, and
are concerned about setting a precedent on longer horizons. Companies can, at the
very least, report over which horizons risks have been considered. Another approach
may be more clearly to delineate between principal risks and uncertainties, rather than
amalgamating the two.
Some companies are just starting to consider climate-related issues, and appropriate
consideration can require a significant investment of time from people across an
organisation. However, investors, and the TCFD itself, reinforce that much of the
consideration of this challenge should build on existing considerations and processes.
Many companies have also noted that they have gathered and utilised external
expertise in order to assist their consideration of the relevant issues. We also include
on page 6 some tips for how companies may be able to approach a consideration of
climate-related issues.
One approach is to refer to what type of expertise has been gathered when
specific external expertise has been sought (Royal Dutch Shell plc page 38)
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There are real challenges in translating climate change scenarios into business and
operational impacts. This has been a complex process for a number of companies. Such
challenges include, for example, translating weather and other physical impact scenarios
into the financial modelling and forward-looking planning process. However, where
companies have done this they report having a much greater insight into the resilience
of their business model, and where changes may need to be made to the business
model or strategy.
Still, scenario analysis remains a complicated, and often expensive, exercise. As most
companies are only at the beginning of this process reporting is expected to evolve over time.
Concerns remain that scenario analysis, and related financial disclosures, constitute a
‘forecast’ and are therefore not allowed within the regulatory framework. However,
as companies have adopted scenario analysis and understand the use of a range of
scenarios this concern appears to be decreasing.
Most companies using scenario analysis refer to the International Energy Agency
(IEA) scenarios or the Intergovernmental Panel on Climate Change (IPCC). The IEA
scenarios set out a long-term view of energy system trends and technologies. The IPCC
scenarios detail a number of different scenarios and, in the 2018 Special Report on
Global Warming of 1.5 degrees Celsius, the IPCC describes four pathways as illustrative
examples of the different ways in which a below 2 degree outcome may be reached. A
few companies are also using the Greenpeace Advanced Energy [R]evolution scenario
(1.5 degree). Given different transition pathways, companies acknowledge that it is
important to explain the assumptions used in the scenarios. The TCFD also provides a
technical supplement on the use of scenario analysis.
One approach is to refer to assumptions made and the impact of different
scenarios (Unilever PLC page 39)

Looking at the disclosure in this area, it is clear that not all companies are currently
carrying out scenario analysis. There is much for both companies and investors to
learn in this area. However, the strong investor view is that just because results cannot
be quantified with a high degree of certainty, does not mean that disclosure is not
warranted and helpful.
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Risk management
In order to help investors understand the risks and opportunities presented by climate change including
the prioritisation, likelihood and impact, what scenarios might affect the company’s sustainability and
viability, and how the company is responding, companies should ask themselves…
•
•
•
•
•
•
•
•
•
•
•
•

	What oversight does the board have of climate-related opportunities and risks? +
	What systems and processes are in place for identifying, assessing and managing climate-related risks? To what extent can current
processes be developed to assist? +
	How will transitional and physical risks affect the company? +
	How is a consideration of climate-related issues integrated into the risk management process and connected to other related risks?
	Over what horizons have the risks been considered and risk assessments carried out?
	How are the risks from climate change being monitored, including decisions around mitigation, transfer, acceptance and control? +
	How is the assessment of the company’s viability over the longer-term taking into account climate-related issues?
	Is the company’s business and business model viable? What signals or leading indicators might encourage a reconsideration of this
assessment and the related strategy, or an understanding of whether the risk mitigation activities are being achieved?
	If the company is undertaking scenario analysis, how did the company decide on which scenarios to use and what assumptions have
been made? How do these relate to the outcomes advocated in the Paris Agreement?
	Are the scenarios sufficiently diverse and challenging?
	How did the company translate scenarios to operational/financial models?
	How is the scenario analysis used in strategic planning?

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
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TCFD expects
companies to:
Disclose how the organisation identifies,
assesses, and manages climate-related
risks
•

	
Describe
the organisation’s processes
for identifying and assessing climaterelated risks

•

	Describe the organisation’s processes
for managing climate-related risks

•

	
Describe
how processes for
identifying, assessing, and managing
climate-related risks are integrated
into the organisation’s overall risk
management

“Environmental risk… accounted for three of
the top five risks by likelihood and four by
impact. Extreme weather was the risk of
greatest concern, but our survey respondents
are increasingly worried about environmental
policy failure: having fallen in the rankings
after Paris, ‘failure of climate-change
mitigation and adaptation’ jumped back
to number two in terms of impact this year.
The results of climate inaction are becoming
increasingly clear” – World Economic Forum,
The Global Risks Report 2019 – 14th edition,
Insights Report
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Metrics and targets
Investor participants are seeking a better understanding of:
• 	how climate-related issues, and their impact, are measured, including metrics,
data and financially-relevant information

Overview
One of the biggest challenges when reporting on climate-related issues is the need to
be forward-looking in an uncertain world. Setting targets and measuring against these
help to assess achievement and build management credibility, but some aspects of
performance will be less relevant because they are backwards-looking.
Participants reiterated the importance of the five elements of disclosure identified
in the Lab’s performance metrics report. Metrics should be: aligned to strategy;
transparent; in context; reliable; and consistent.
Investors are calling for quantitative information on how companies are affected at an
asset-by-asset level where possible. In assessing possible impacts on future cash flows,
financial data is important, and companies also need to consider the impact on their
financial statements. Investors recognise the challenges of data, including quality and
timeliness, but encourage companies to provide more relevant data.

Link to remuneration
Some investors feel that a quantitative link to remuneration can be difficult, although
others would like a clear link between climate-related targets and remuneration in
order to drive change. Generally, investors feel that remuneration can be an important
signal to supplement other information, for example, capital allocation decisions, to
enable them to understand whether the company is taking climate-related issues
seriously. Typical remuneration structures have relatively short time horizons, although
the UK Corporate Governance Code expects that remuneration policies and practices
should be designed to support strategy and promote long-term sustainable success.

One approach is to state that remuneration will be linked to climate-related
metrics (Royal Dutch Shell plc and SSE plc pages 38 and 45)

“I’m interested in the information so I can take my own view. I’m not asking
companies to value their business, but I need to understand the workings. It’s about
creating transparency” – Investor

Investor view

Investors want the boundaries and scope of the metrics to be transparent, as well as
being robust and reliable.

Investors are calling for metrics that are clearly aligned to strategy. This helps them
understand which companies are leaders in their sectors – both for investment now,
and assessing which companies are more likely to survive in, and adapt to, a low carbon
future. To make a proper assessment, they seek to understand the performance,
ambitions and targets of the company to give insight into the company’s competitive
advantage.

In understanding the scope and boundary of metrics, investors can make a better
assessment of what the metric addresses. Investors feel that what is reported is often
not sufficiently explained, and they cannot interrogate and interpret the disclosure as
they would wish to. Understanding how the metrics had been overseen or assured,
would also provide more confidence about their reliability.

In building their understanding of what is relevant to the company, investors want
information that gives insight into how the company sees its ambitions and plans. A
clear link to the financial performance in the financial statements is also important.

One approach is to refer to where a committee has been involved in the
consideration of climate-related issues or the related disclosure (National Grid
plc page 55)

An approach is to refer to competitive advantage with reference to the business
model (Diageo plc page 66), or produce metrics seen as key to this with
reference to climate change, such as ‘Climate-Value-at-risk’ (AXA page 67) or
carbon footprints and how these are assessed and used (Aviva plc page 68)
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“In terms of comfort about the reliability of information, views will evolve. We
have a certain level now, but as reporting evolves expectation of comfort will
evolve with it” – Investor
Many disclosures are also, by their nature, based on best estimates, in particular, Scope
3 emissions. The GHG Protocol Corporate Standard considers Scope 3 emissions to
be all indirect emissions (not previously covered) that occur in the value chain of the
reporting company, including both upstream and downstream emissions.
Investors are positive about more companies disclosing data on their Scope 3
emissions, but some noted that, where they had assessed this information across a
market or geography, the current disclosures did not make sense in the aggregate.
Reporting this metric is challenging, but both asset managers and asset owners are
increasingly being asked to disclose portfolio carbon footprints and therefore need the
information to enable them to do so.

One approach is to refer to scope 1, 2 and 3 emissions and related intensity
(Fresnillo plc page 69)

Ambitions and targets are important in placing the metrics in context, especially
in relation to a world affected by a changed climate, and what level of emissions
reduction a company is aiming to achieve.
Some investors feel that a better understanding of whether or not the information
is calculated consistently or on a comparable basis would go some way towards
addressing concerns around reliability and transparency.

“We end up using none of the metrics because they are not comparable” – Investor
Investors acknowledged that disclosure is evolving, and that they want to understand
the effects on the specific business model and strategy, including on an asset-by-asset
basis. However, investors also felt that more comparability of methodology could be
achieved. Investors are comparing what is relevant to one company with others in the
sector, and the impact of climate across more than just that sector and geography. As
such, where industry-specific approaches, or standard methodologies are available,
these are welcomed.

Quick read
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An approach is to present performance in a user-friendly manner. Such
attributes include clarity of information, presentation of performance across
time, descriptions of the metrics being measured and target-setting (UBS Group
AG page 70, DS Smith plc page 71 and National Grid plc page 72)

Company view
Aligning metrics to strategy can be challenging as the uncertainties inherent in the
required changes mean that it is often difficult to measure how climate-related issues
impact a business. Other companies are considering this topic as a core challenge to
their business model and have done in-depth assessments of how climate change
may affect it.
Where internal systems are already in place, companies are generally more
comfortable with providing reliable information. However, where new information
is needed this is more challenging and involves more estimation based on evidence
and samples. Scope 3 emissions data was one example of this, and companies expect
disclosure to evolve as they address the challenge.
An approach is to present different scopes of greenhouse gas emissions,
including Scope 3, across time, with methodologies noted (Go-Ahead Group plc
page 73), or to explain changes in calculations, changes from the previous year
and scope and boundary (Associated British Foods plc page 74)

Many are using specialists to help them. When using these sources they are usually
more comfortable with the reliability of the information and many view this as a way
to overcome questions of reliability. Others have had external assurance or validation.
Companies also discussed comparability and consistency. Some said that
comparability was difficult beyond protocols already in the market. They felt that
their consideration was often less mature on this topic than others, so in many areas
development was just beginning.

“The uncertainty makes it more important that the information be in the context of
the business” – Investor
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Metrics and targets
In order to help investors understand how climate-related issues, and their impact, are measured,
including metrics, data and financially-relevant information, companies should ask themselves…

TCFD expects
companies to:

•

 isclose the metrics and targets used
D
to assess and manage relevant climaterelated risks and opportunities where such
information is material

•

•
•
•
•
•
•
•
•
•
•
•
•
•

	What information is most relevant to monitoring and managing the impacts of climate-related issues? How were these identified and
how do they link to the strategy and business model? +
	Has a strategy been defined, with related metrics to measure progress, setting the company on a course to net-zero carbon by 2050,
and for interim stages in between now and then? What metrics are monitored in relation to mitigation and adaptation? If metrics
are not related, what metrics are being used, and what timelines has it set?
	What signals or specific climate scenarios are monitored?
	Has the company considered whether issues regarding water, energy, land use and waste management may be material, and if so,
how these should be measured? +
	What do the metrics being monitored and managed indicate about the future direction of the company? How is this information
used? How are they being integrated into day-to-day business management and reporting?
	What is the scope and boundary of the information presented? Is this the same across all information presented?
	To what level of oversight or assurance have the metrics been subjected?
	What external data, or external expertise, has the company relied upon?
	Are the metrics disclosed calculated consistently? Is trend data provided?
	Which methodology has been used for constructing the metrics? Is this comparable to other companies in the sector?
	Have estimates been used in compiling measures or targets? Can you describe the calculation of these? +
	What are the company’s Scope 1, Scope 2 and, where relevant, Scope 3 greenhouse gas emissions? Is the GHG Protocol and/or
another industry-specific methodology used for this calculation? +
	Is an internal carbon price used? If so, what is it and for which purposes is it used? +
	What is the company trying to achieve in relation to climate resilience and what targets has it set? Have the targets been achieved,
and what comes next? +

•

	
Disclose
the metrics used by the
organisation to assess climate-related
risks and opportunities in line with its
strategy and risk management process

•

	Disclose Scope 1, Scope 2 and, if
appropriate, Scope 3 greenhouse gas
(GHG) emissions, and the related risks

•

	
Describe
the targets used by the
organisation to manage climaterelated risks and opportunities and
performance against targets

	How are metrics being integrated into the remuneration policies? Is this the most effective linkage possible? +

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
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Bringing disclosures together
Recent Lab projects on business models, risk and viability and performance metrics,
have all raised the importance of linkage of company information. The conclusions from
these previous reports have held true in the context of the reporting of climate-related
issues.

On page 6 we include tips from companies that are approaching climate-related issues
in a more coordinated way across their reporting. These tips aim to help companies
attempting to make their reporting more effective, and outline some internal functions
that may assist in ensuring the linkage investors see as so important.

Particular insights are in each of the sections of the report, but companies should
generally consider the picture their reporting casts, and how they can fit elements of
climate-related reporting into their suite of disclosures in order most effectively to
assist investors to understand their company.

A series of extracts (Land Securities Group PLC pages 75 - 77 and SSE plc pages
42 - 45) show linkage of information across the report, and time, including
between metrics and qualitative disclosures, thereby putting the disclosures in
context

The suite of disclosures that allow investors to understand a company:
Purpose

Business model

Explains how the company generate benefits
for its members through economic success
whilst contributing to inclusive and
sustainable growth

Explains how the company generates
and preserves value over the
longer-term

The disclosure of
a company’s purpose,
strategy, objectives and
business model should together
explain what the company does and
how and why it does it.

Strategy and objectives

Provides insight into the company’s
future development, performance,
position and future prospects

A description of a company’s
values, desired behaviours and
culture will help to explain and
put its purpose in context.

Business environment

Provides information about the main
trends and factors, including both
financial and wider matters
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Principal risks and viability

Explains those material to the
company, or where the impact of its
activity poses a significant risk

Performance metrics

Are used in assessing progress against
objectives or strategy, monitoring principal
risks, or generally the development,
performance or position of the company
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Section 2

Appendix A – questions
and recommended
disclosures
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Governance and management		
In order to help investors understand how boards consider and assess climate-related issues, companies
should ask themselves…
• What
	
arrangements does the board have in place for assessing and considering climate-related issues? What is the board’s view of the
climate change challenge, and what assumptions is it making? +
• 	Who has responsibility for climate-related issues? How are the board and/or committees involved and how often are climate-related
issues considered?+
• 	What insight does the information give the company and how is it being integrated into strategic planning? +
• 	What information helps the board understand the company’s risk profile?
• 	What information and metrics do the board monitor in relation to climate-related issues? How does the board, establish, monitor and
oversee, including modifying, climate-related goals and targets? +
• 	Is the board preparing for different outcomes where there is uncertainty?
• 	How does the board get comfort over the metrics being used to monitor and manage the relevant issues?
• 	What arrangements does the Executive Committee, or other divisional levels, have in place for assessing and considering climaterelated issues, and who has responsibility for them? +
• 	Does the board consider the climate-related reporting to be fair, balanced and understandable?
• 	What competence and expertise does the board feel it needs, or needs access to, in order to consider and address the challenges
climate-related issues pose?
• 	Has the board reviewed its public policy approach to climate-related issues for consistency?
• 	Is the organisation planning to report against the TCFD? If so, what can be shared about the progress made and what are the plans for
disclosure?

TCFD expects
companies to:
Disclose the organisation’s governance
around climate-related risks and
opportunities
• Describe
	
the board’s oversight of
climate-related risks and opportunities
• 	Describe management’s role in assessing
and managing climate-related risks and
opportunities

and strategy		

Examples		
An approach is to disclose what information the board sees, the governance arrangements
in place, who has responsibility, and a consideration of the necessary competence.

Royal Dutch Shell plc, Unilever
PLC, National Grid plc

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
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Examples		

Business model and strategy
In order to help investors understand how the business model
may be affected by climate-related issues, whether it remains
sustainable, and how the company may respond to the challenge
posed by climate change, including what changes the company
might need to make to strategy, companies should ask themselves…
• What
	
does the company look like in the future and how will it continue to generate
value? What strategy does the company have for responding to the challenges?
• 	How was the decision about the materiality of climate-related issues made? +
• 	What opportunities and risks concerning climate-related issues are most relevant to the
company’s business model and strategy? Which, if any, of these are financially material?
What process has been followed in order to assess the impact of climate-related
issues?+
• 	Where do the biggest risks and opportunities sit? +
• 	Has the company considered the impact of low-carbon transition as well as physical
risk?
• 	What are the relevant short, medium and long-term horizons? How do these different
horizons affect key divisions, markets, products and/or revenue/profit drivers? +
• 	How resilient is the business model to climate change? How does the company respond
to a 1.5 degree, 2 degree or more world? +
• 	What strategy has been put in place to reach that aim, and what operational or
capital expenditures are needed to address any necessary business model changes?
How are long-term projects structured to ensure flexibility, including options for deemphasising and emphasising if circumstances should dictate? +
• 	What are the possible effects on the company’s revenues, expenditures, assets,
liabilities, products, customers, suppliers etc of different climate scenarios?
• 	How does the information gathered factor into strategic planning? What triggers
would require a change of direction?
• 	Are there opportunities better to explain exposure to particular product lines or 'green'
revenues?
• 	How are the risks and opportunities reflected in the financial statements, for
example the effect of assumptions used in impairment testing, depreciation
rates, decommissioning, restoration and other similar liabilities and financial risk
disclosures?
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One approach is to disclose the resilience of the business model
and opportunities, including a quantification of these risks and
opportunities or where specific aspects of the business model may
be affected and the capacity to respond

SSE plc and Stora
Enso Oyj

p42-45,
46

One approach is to disclose the opportunities a changing climate
poses to the business

Halma plc

p47

An approach is to outline strategic plans for reaching net zero by
2050, including reference to the IPCC recommended 1.5 degree
pathway, and an indication of strategic decisions being made in
light of this

General Mills Inc and
Ørsted A/S

p48, 49

One approach is to explain the challenges a company faces at each
asset location

Fresnillo plc

p50

One approach is to disclose an internal carbon price used for
strategic planning purposes

An approach is to discuss the horizons over which different issues
have been considered, and what those timeframes are

p51

Aviva plc, Land
Securities Group PLC,
Bloomberg L.P.

p52,
58-59
and
75-77

TCFD expects companies to:
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
• 	Describe the climate-related risks and opportunities the organisation has identified over the
short, medium and long term
• 	Describe the impact of climate-related risks and opportunities on the organisation’s
businesses, strategy and financial planning
• 	Describe the resilience of the organisation’s strategy, taking into consideration difference
climate-related scenarios, including a 2 degree or lower scenario

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for
all sectors’
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Examples		

Risk management		
In order to help investors understand the risks and opportunities
presented by climate change including the prioritisation,
likelihood and impact, what scenarios might affect the
company’s sustainability and viability, and how the company is
responding, companies should ask themselves…
• What
	
oversight does the board have of climate-related opportunities and risks? +
• 	What systems and processes are in place for identifying, assessing and managing
climate-related risks? To what extent can current processes be developed to
assist? +
• 	How will transitional and physical risks affect the company? +
• 	How is a consideration of climate-related issues integrated into the risk
management process and connected to other related risks?
• 	Over what horizons have the risks been considered and risk assessments carried
out?
• 	How are the risks from climate change being monitored, including decisions
around mitigation, transfer, acceptance and control? +
• 	How is the assessment of the company’s viability over the longer-term taking into
account climate-related issues?
• 	Is the company’s business and business model viable? What signals or leading
indicators might encourage a reconsideration of this assessment and the related
strategy, or an understanding of whether the risk mitigation activities are being
achieved?
• 	If the company is undertaking scenario analysis, how did the company decide on
which scenarios to use and what assumptions have been made? How do these
relate to the outcomes advocated in the Paris Agreement?
• 	Are the scenarios sufficiently diverse and challenging?
• 	How did the company translate scenarios to operational/financial models?
• 	How is the scenario analysis used in strategic planning?

An approach is to outline the risk management process in place, or provide
information on the oversight of the Audit Committee

Swiss Reinsurance
Company Limited and
National Grid plc

p54
and
55

An approach is to outline the risks in relation to key specific assets or
benchmarked results and changes made

Diageo plc and
Johnson Matthey plc

p56
and
57

An approach is to refer to signposts being monitored, with indicators and
reference to future strategic decisions

Bloomberg L.P.

p58

An approach is to outline asset-based outcomes referring to specific
scenarios, including NPV-related results under which the scenarios may
make certain investments less attractive, and modelling to a 1.5 degree
scenario, or a description of the scenarios and impacts on key areas (in this
circumstance related to commodity impacts)

Oil Search Ltd and Rio
Tinto plc

p6061 and
62-63

One approach is to refer to climate-related impacts in the viability
statement disclosure

Royal Dutch Shell plc

p64

One approach is to refer to what type of expertise has been gathered when
specific external expertise has been sought

Royal Dutch Shell plc

p38

One approach is to refer to assumptions made and the impact of different
scenarios

Unilever PLC

p39

TCFD expects companies to:
Disclose how the organisation identifies, assesses, and manages climate-related risks
•

	Describe the organisation’s processes for identifying and assessing climate-related risks

•

	Describe the organisation’s processes for managing climate-related risks

•

	
Describe
how processes for identifying, assessing, and managing climate-related risks are integrated
into the organisation’s overall risk management

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
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Metrics and targets

Examples

In order to help investors understand how climate-related issues, and their
impact, are measured, including metrics, data and financially-relevant
information, companies should ask themselves…
• What
	
information is most relevant to monitoring and managing the impacts of climate-related issues?
How were these identified and how do they link to the strategy and business model? +
• 	Has a strategy been defined, with related metrics to measure progress, setting the company on a
course to net-zero carbon by 2050, and for interim stages in between now and then? What metrics are
monitored in relation to mitigation and adaptation? If metrics are not related, what metrics are being
used, and what timelines has it set?
• 	What signals or specific climate scenarios are monitored?
• 	Has the company considered whether issues regarding water, energy, land use and waste management
may be material, and if so, how these should be measured? +
• 	What do the metrics being monitored and managed indicate about the future direction of the company?
How is this information used? How are they being integrated into day-to-day business management and
reporting?
• 	What is the scope and boundary of the information presented? Is this the same across all information
presented?
• 	To what level of oversight or assurance have the metrics been subjected?
• 	What external data, or external expertise, has the company relied upon?
• 	Are the metrics disclosed calculated consistently? Is trend data provided?
• 	Which methodology has been used for constructing the metrics? Is this comparable to other companies
in the sector?
• 	Have estimates been used in compiling measures or targets? Can you describe the calculation of these? +
• 	What are the company’s Scope 1, Scope 2 and, where relevant, Scope 3 greenhouse gas emissions? Is
the GHG Protocol and/or another industry-specific methodology used for this calculation? +
• 	Is an internal carbon price used? If so, what is it and for which purposes is it used? +
• 	What is the company trying to achieve in relation to climate resilience and what targets has it set? Have
the targets been achieved, and what comes next? +
• 	How are metrics being integrated into the remuneration policies? Is this the most effective linkage
possible? +

An approach is to refer to competitive advantage with
Diageo plc, AXA
reference to the business model, or produce metrics
Group and Aviva
seen as key to this with reference to climate change, such plc
as ‘Climate-Value-at-risk’ or carbon footprints and how
these are assessed and used

p6668

One approach is to state that remuneration will be linked Royal Dutch
to climate-related metrics
Shell plc and
SSE plc

p38
and
45

One approach is to refer to where a committee has been National Grid
involved in the consideration of climate-related issues or plc
the related disclosure

p55

One approach is to refer to scope 1, 2 and 3 emissions
and related intensity

Fresnillo plc

P69

An approach is to present performance in a user-friendly
manner. Such attributes include clarity of information,
presentation of performance across time, descriptions of
the metrics being measured and target-setting

UBS Group AG,
DS Smith plc
and National
Grid plc

p7072

An approach is to present different scopes of greenhouse
gas emissions, including Scope 3, across time, with
methodologies noted, or to explain changes in
calculations, changes from the previous year and scope
and boundary

Go-Ahead
Group plc,
Associated
British Foods plc

p73,
74

TCFD expects companies to:
Disclose the metrics and targets used to assess and manage relevant climaterelated risks and opportunities where such information is material
• Disclose
	
the metrics used by the organisation to assess climate-related
risks and opportunities in line with its strategy and risk management
process
• Disclose
	
Scope 1, Scope 2 and, if appropriate, Scope 3 greenhouse gas
(GHG) emissions, and the related risks
• Describe
	
the targets used by the organisation to manage climate-related
risks and opportunities and performance against targets

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
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Introduction to the examples
Reporting on climate change is a developing area of
practice. Investor and societal expectations, and the
regulatory momentum, are encouraging companies
towards more disclosure on the challenges they face.
The company questions we have developed provide
a good start for companies to develop more effective
reporting.
The following pages include examples of developing
practice. As this area is evolving so rapidly, it is likely that
expectations and practice will also continue to develop.

LIST OF EXAMPLES

Area of reporting

Governance and management

Business model and strategy

These examples highlight current practice which
resonated with investors. Not all of the examples are
relevant for all companies and all circumstances, but
each provides an example of where the company
demonstrates how to enhance the value of their
disclosures.
Highlighting aspects of good reporting by a particular
entity should not be considered an evaluation of that
entity’s annual report as a whole.
Investors have contributed to this project at a conceptual
level. The examples used are selected by the Lab to
illustrate the principles that investors have highlighted
and, in many cases, have been tested with investors.
However, they are not necessarily examples chosen by
investors and should also not be taken as confirmation
of a holding or acceptance of the company’s reporting
more generally.

Company

Risk management

Page

HSBC Holdings plc

33

Unilever plc

34

DS Smith plc

35

Barclays plc

36

SSE plc

36

Royal Dutch Shell plc

38

Unilever plc

39

National Grid plc

40

SSE plc

42-45

Store Enso

46

Halma plc

47

General Mills Inc

48

Ørsted A/S

49

Fresnillo plc

50

Oil Search Ltd

51

Aviva plc

52

Swiss Reinsurance Company Limited

54

National Grid plc

55

Diageo plc

56

Johnson Matthey plc

Metrics and targets

The examples were grouped into the four TCFD core
elements to illustrate how they address some of the
questions investors are asking.

57

Bloomberg L.P.

58 and 59

Oil Search Ltd

60 and 61

Rio Tinto plc

62 and 63

Royal Dutch Shell plc

64

Diageo plc

66

AXA Group

67

Aviva plc

68

Fresnillo plc

69

UBS Group AG

70

DS Smith plc

71

National Grid plc

72

Go-Ahead Group plc

73

Associated British Foods plc

74

Land Securities Group PLC
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What is helpful?

HSBC Holdings plc

This example defines common language to ensure understanding
between diverse elements of a large organisation.

Sustainable Financing Data Dictionary 2019
p1, 2

HSBC Bank plc

HSBC’s USD100bn Sustainable Financing and
Investment Commitment - Data Dictionary

1. Facilitation
Products

We define sustainable finance as any form of financial service that integrates environmental, social
and governance (ESG) criteria into business or investment decisions. Sustainable finance covers the
financing and investment activities needed to support the United Nations Sustainable Development
Goals (SDGs), and the Paris Agreement. This therefore includes both positive climate change and
societal impact activities.

A key objective for HSBC is to provide financing and to facilitate, in an advisory capacity, the flow of
capital to enable the transition to a low-carbon economy, whilst helping clients manage transition risk
and enabling activities needed to support the Paris Agreement and the UN SDGs. HSBC has primary
business governance forums that include; the Group Climate Business Council and the Green Bonds
& Loan Committee, the remit of these forums covers both green and societal impacts. For further
information please see the measuring our impact section of our website.

HSBC has commitment to provide and facilitate $100bn of sustainable financing and investments by
2025 and have appointed PricewaterhouseCoopers LLP (PwC) to provide limited assurance on the
progress against this commitment as at 31 December 2018. We have therefore developed our data
dictionary to provide additional guidance and transparency on the activities in scope that contribute
towards our commitment.

We define sustainable finance in three categories:

1

Definition

Scope

Participation (bookrunner) in Green, Social
and Sustainable (GSS) Bond issuance as
defined by a green, social or sustainable
bond framework (ICMA Bond Principles,
Climate Bonds Initiative or HSBC Bond
Frameworks), or are classified as a GSS
Bond by Dealogic. This includes HSBC’s
own bond issuances.

Issuances from 1st January 2017 where
HSBC has acted as a bookrunner in the
transaction, or HSBC is the issuer. Amount
included is HSBC’s apportioned value of the
bond’s proceeds, i.e. number of bookrunners
per transaction. This is the Dealogic
methodology which is recognised as the
industry standard.
The HSBC records are crossed checked /
validated against Dealogic (an independent
3rd party transactions reporting platform).

Structured
Green Bonds

HSBC issued Green bonds that align to the
above definition, however, they are linked
to a well-defined ESG index and not
publically traded. Annual progress update
reports are available on the Green and
sustainability bonds section of our website.

HSBC issuances from 1st January 2017
where HSBC has issued a Green Bond
linked to an ESG index. Amount included is
full bond value as HSBC is the sole
bookrunner, these are private placements
and they are not recorded or reported by
Dealogic. The bond are covered by the
HSBC Green Bond Framework. These are
issued by Global Markets and are reviewed
by the HSBC Green Bond Committee

Debt Capital
Markets (DCM)

Participation (bookrunner) in debt issuance
for a company; classified by HSBC as a
renewables company (companies defined
as renewable based on the energy section
of Climate Bonds Initiative Taxonomy), or a
company whose core business or the
project aligns to one of the ICMA eligible
green project categories). These clients are
managed within the sector specialist teams
of HSBC’s Global Banking and Markets.

Issuances from 1st January 2017 where
HSBC has acted as a bookrunner in the
transaction. Amount included is HSBC’s
apportioned value of the bond’s proceeds
(aligns to Dealogic methodology: bond
proceeds divided by number of bookrunners).
Data is crossed checked and is validated
against external 3rd party reports provided by
Dealogic.

Debt Capital
Markets
(DCM): Green,
Social &
Sustainability
Bonds

Unlike financial accounting standards, there are currently limited industry standards or globally
recognised established practices for measuring performance of this type. We expect standards and
definitions to be developed and evolve over time. We also expect innovation to lead to the creation of
new products and services, these will be added to our data dictionary and disclosed publically via our
website as they are identified. In particular this will focus on sustainable ESG activities required in the
real world economy.

1. Facilitation: advisory services to facilitate the flow of capital and to provide access to capital
market;
2. Financing: lending facilities for defined use of proceeds, being the drawn and undrawn
amount (i.e. the limit) provided at the point of execution, including bridging loans and trade
Quick read finance loans; andIntroduction
Regulatory and market
Investor expectations
overview
andand
company
views
3. Investments: investments made into specifically
defined socially responsible
low carbon
investments funds managed by HSBC.

Sustainable Financing Data
Dictionary 2019
p1, 2

2
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RISKS CONTINUED

We identified the material impacts on Unilever’s business arising
from each of these scenarios based on existing internal and external
data. The impacts were assessed without considering any actions that
Unilever might take to mitigate or adapt to the adverse impacts or to
introduce new products which might offer new sources of revenue as
consumers adjust to the new circumstances.
The main impacts of the 2°C scenario were as follows:
• Carbon pricing is introduced in key countries and hence there are
increases in both manufacturing costs and the costs of raw materials
such as dairy ingredients and the metals used in packaging.
• Zero net deforestation requirements are introduced and a shift to
sustainable agriculture puts pressure on agricultural production,
raising the price of certain raw materials.
The main impacts of the 4°C scenario were as follows:
• Chronic and acute water stress reduces agricultural productivity
in some regions, raising prices of raw materials.
• Increased frequency of extreme weather (storms and floods)
causes increased incidence of disruption to our manufacturing
and distribution networks.
• Temperature increase and extreme weather events reduce
economic activity, GDP growth and hence sales levels fall.
Our analysis shows that, without action, both scenarios present
financial risks to Unilever by 2030, predominantly due to increased
costs. However, while there are financial risks which would need to
be managed, we would not have to materially change our business
model. The most significant impacts of both scenarios are on our
supply chain where costs of raw materials and packaging rise, due
to carbon pricing and rapid shift to sustainable agriculture in a 2°C
scenario and due to chronic water stress and extreme weather in
a 4°C scenario. The impacts on sales and our own manufacturing
operations are relatively small.
The results of this analysis confirm the importance of doing further
work to ensure that we understand the critical dependencies of
climate change on our business and to ensure we have action plans
in place to help mitigate these risks and thus prepare the business
for the future environment in which we will operate.
During 2018 we developed and piloted an approach to assess the impact
of climate change on our key commodities. We selected soy for this pilot
based on its importance to Unilever (large purchased volume), it being
a high-profile crop in the countries where it is grown and the availability
of good historical price data and suitable climate models.

During 2018 we developed and piloted an approach to assess the impact
of climate change on our key commodities. We selected soy for this pilot
based on its importance to Unilever (large purchased volume), it being
a high-profile crop in the countries where it is grown and the availability
of good historical price data and suitable climate models.
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We are taking action across our value chain to reduce our emissions,
factors when determining our strategic response. Indirect risks
creating growth opportunities and minimising risk. Our commitment
from climate change, such as catastrophic events or external policy
to source 100% of our palm oil from sustainable sources is helping
response and adaptation could also have an impact but were not
to avoid emissions from deforestation (see pages 14 and 47). Our
included in our modelling. Furthermore, these pilot results are
efforts to reduce energy and GHG emissions in manufacturing are
helping
costs. For
example, by using less energy, we have
34 us to save
Strategic
Report
already avoided energy costs in our factories of over €600 million since
our baseline year of 2008.

Foods & Refreshment division has prioritised reducing greenhouse
gas emissions from ice cream freezers since 2008. As the world’s
largest producer of ice cream, we have committed to accelerating the
roll-out of freezer cabinets that use more climate-friendly natural
(hydrocarbon) refrigerants. By 2018 our total purchase of these
cabinets had increased to around 2.9 million.
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Detailed Lifecycle Analysis has shown that our GHG contribution from
animal-based agriculture, including fats and proteins, is relatively
Annual
and Accounts
low: 7.5%
for FoodsReport
& Refreshment
and 2.5% for2018
total Unilever.
While emissions
are
comparatively
low,
the business opportunity is
p34
significant for natural and plant-based foods and beverages. We have
a range of vegan and vegetarian variants such as Hellmann’s vegan
mayonnaise, Ben & Jerry’s non-dairy ice creams, Magnum vegan and
other options (see pages 11 to 12). We continue to actively promote
vegetarian and vegan recipes, notably via our Knorr brand websites.

What is helpful?

A number of our targets directly address risks and opportunities
This
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of abydescription
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caused
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We scenarios
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effects,
a roadmap
for further
that the sale
of products
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scarcity
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increasedisclosures.
in our Home Care and Beauty & Personal Care divisions where
a number of products are available which address water scarcity and/
or have a lower GHG in use. For example, our Beauty & Personal Care
division is investing in water smart product innovations such as dry
shampoo and cleansing conditioner which help consumers use less
water while also offering relevant benefits such as reduced colour
loss and damage which can arise from frequent washing. Home Care
is combining insights in consumer behaviour and water consumption
with innovative technology to develop new market opportunities,
launching products and formulations that address water scarcity
and help our consumers save water. Day2, the world's first dry wash
spray is made with only 0.02% of the water in a normal laundry load.
Sunlight 2-in-1 Handwashing Laundry Powder and Rin (Radiant)
detergent bar are also helping to reduce water consumption at point
of use in water-stressed countries.

Unilever Annual Report and Accounts 2018

Our divisions are taking action to reduce emissions. In Home Care we
are focusing on concentrated liquid laundry detergents such as Persil,
Omo and Surf Small & Mighty which help consumers to wash clothes
at lower temperatures, reducing GHG by up to 50% per load. We have
removed phosphates from all laundry powders worldwide, resulting in
lower greenhouse gas emissions of up to 50% per consumer use. Our
Foods & Refreshment division has prioritised reducing greenhouse
gas emissions from ice cream freezers since 2008. As the world’s
largest producer of ice cream, we have committed to accelerating the
roll-out of freezer cabinets that use more climate-friendly natural
(hydrocarbon) refrigerants. By 2018 our total purchase of these
cabinets had increased to around 2.9 million.

We developed a methodology which combined forecasting future
Detailed Lifecycle Analysis has shown that our GHG contribution from
yields and quantifying the impact on commodity prices of soybean oil.
animal-based agriculture, including fats and proteins, is relatively
Climate change was the only price factor accounted for in the model
low: 7.5% for Foods & Refreshment and 2.5% for total Unilever.
used to calculate the impact. Other factors which impact price, such as
While emissions are comparatively low, the business opportunity is
technology and acreage, were excluded. The model considered the direct
significant for natural and plant-based foods and beverages. We have
risks from climate change to the price of soybean oil, such as change
a range of vegan and vegetarian variants such as Hellmann’s vegan
in yield and change in supply. Three modelling steps were performed:
mayonnaise, Ben & Jerry’s non-dairy ice creams, Magnum vegan and
• Yield estimation: We analysed multiple agriculture and climate
other options (see pages 11 to 12). We continue to actively promote
models to provide a forecast range of expected yields in key
vegetarian and vegan recipes, notably via our Knorr brand websites.
growing regions.
A number of our targets directly address risks and opportunities
• Price relationship: An econometric model was developed, based
related to water scarcity caused by climate change. We estimate
on an analysis of the soybean oil market and historical trends, to
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Taskforce on Climate-related Financial Disclosures (TCFD)
Climate-related corporate reporting
DS Smith supports the recommendations of the Financial Stability Board’s TCFD and in last year’s report committed to disclosing
relevant information. The table below summarises our progress, with reference to other pages in this report and other sources.
Disclosure

Governance
Describe the Board’s oversight of climate-related risks
and opportunities.
Describe management’s role in assessing and managing climate-related risks
and opportunities.
Strategy
Describe the climate-related risks and opportunities the organisation has
identified over the short, medium, and long-term.
Describe the impact of climate-related risks and opportunities on the
organisation’s businesses, strategy, and financial planning.
Describe the potential impact of different scenarios, including a 2°C scenario,
on the organisation’s businesses, strategy, and financial planning.
Risks and opportunities
Describe the organisation’s processes for identifying and assessing climaterelated risks.
Describe the organisation’s processes for managing climate-related risks.
Describe how processes for identifying, assessing, and managing climaterelated risks are integrated into the organisation’s overall risk management.
Metrics and targets
Disclose the metrics used by the organisation to assess climate-related risks
and opportunities in line with its strategy and risk management process.
Disclose Scope 1, Scope 2, and, if appropriate, Scope 3 greenhouse gas (GHG)
emissions, and the related risks
Describe the targets used by the organisation to manage climate-related risks
and opportunities and performance against targets.

Reference

Annual report and accounts 2019

p 34, 54

Annual report and accounts 2019

p 34

Website article on climate risks
CDP Climate Change
Website article on climate risks
CDP Climate Change
—

Website
Website
Website
Website
—

Website article on climate risks

Website

—
—
Annual report and accounts 2019
p 49
Sustainability Report
Sustainability Report
—

—

CDP Climate Change
Website
Sustainability Report
Sustainability Report
Annual report and accounts 2019
p 31

More details about our approach to TCFD and climate risk are available on our website and in our Sustainability Report 2019.
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Sustainability Report 2019
p22

Our performance: Carbon and energy (co

This year we have focused on establishing governance of climate risks and identifying and assessing their impact on our business.
Our key identified risks are projected increases in carbon emissions costs and customer behaviour. Next year we will publish
financial impact figures for climate risks, based on several climate change scenarios, and report on plans to mitigate these risks.

Quick read

DS Smith plc

What is helpful?
This example includes a roadmap for what has been addressed
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increase next year as new paper mills come in scope.
The energy intensive nature of paper mills remains
a challenge for the whole industry, therefore the
next steps of our strategy are crucial.

Beyond our targets

Climate-related Financial Disclosures
DS Smith supports the recommendations
published by the Financial Stability Board’s Task
Force on Climate-related Financial Disclosures
(TCFD). These are a series of recommendations,
aimed at addressing the financial impact of climate
change on businesses worldwide. Our analysis (see
table below, or page 35 of DS Smith Annual report
and accounts 2019) confirms that we are delivering
against seven recommendations and expect to meet
more next year.
The principal climate-related risks we identified are
carbon pricing regulation and customer behaviour,
which are now integrated into our Group risk
practices and governance structure. We are now
working to quantify the financial impacts of these
risks, based on several climate change scenarios,
and will set plans to mitigate them.

DS S
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Strategy

we rely on appropriate disclosures from clients and operational risk. Banks are also
encouraged to provide information on credit
to inform our own climate-related sector risk
exposures to ‘carbon-related’ assets and the
management.
Clear understanding
and
Climate-related
corporate
reporting
amount of lending and other financing
analysis of potential financial risks and
connected with climate-related opportunities.
opportunities in short, medium and longer
The guidance recognises that detailed
term horizons is still at an early stage. We
standardised definitions are not yet
anticipate that disclosures will continue to
established and Barclays is working with a
develop over time, supported by improved
analytical tools, data and market practice. This range of forums to support more detailed
technical
guidance
in these areas.
willBarclays
support Barclays
as describes
a user of climate
The
examples
progress to date
and further
plans.
disclosures across industry sectors and
subsequently inform our own disclosures as
a preparer.

What is helpful?

The Forum has representation from across the
bank, including: Group CEO Office; Green
Banking; Strategy; Compliance; Corporate
Relations, including Reputation Risk; Credit Risk;
Investor Relations and business teams from
both Barclays International and Barclays UK.

36
SSE plc

See below for a summary of progress to date and
areas of focus for future years. We have increased
disclosures within relevant documents in the
Barclays PLC Annual Report suite.

Annual Report 2019
p5, 9, 13, 16, 28, 29, 116, 117

requesting that companies disclose more
meaningful climate-related information.

Renewable generation ou
(inc. pumped storage) (GW

LIMATE CHANGE AND ENVIRONMENT

2018/19: 9,7
2017/18: 9,428
This enhanced disclosure reflects the
additional steps taken in 2018/19 to assess
and report on SSE’s material climate-related
risks and opportunities, along with the
financial quantification of the impacts for
a number of these.

28

Barclays PLC Environmental Social Governance Report 2018

home.barclays/annualreport

Barclays plc

Barclays PLC Environmental Social Governance Report 2018
p 28
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Governance and management		
In order to help investors understand how boards consider and assess climate-related issues, companies
should ask themselves…
• What
	
arrangements does the board have in place for assessing and considering climate-related issues? What is the board’s view of the
climate change challenge, and what assumptions is it making? +
• 	Who has responsibility for climate-related issues? How are the board and/or committees involved and how often are climate-related
issues considered?+
• 	What insight does the information give the company and how is it being integrated into strategic planning? +
• 	What information helps the board understand the company’s risk profile?
• 	What information and metrics do the board monitor in relation to climate-related issues? How does the board, establish, monitor and
oversee, including modifying, climate-related goals and targets? +
• 	Is the board preparing for different outcomes where there is uncertainty?
• 	How does the board get comfort over the metrics being used to monitor and manage the relevant issues?
• 	What arrangements does the Executive Committee, or other divisional levels, have in place for assessing and considering climaterelated issues, and who has responsibility for them? +
• 	Does the board consider the climate-related reporting to be fair, balanced and understandable?
• 	What competence and expertise does the board feel it needs, or needs access to, in order to consider and address the challenges
climate-related issues pose?
• 	Has the board reviewed its public policy approach to climate-related issues for consistency?
• 	Is the organisation planning to report against the TCFD? If so, what can be shared about the progress made and what are the plans for
disclosure?

TCFD expects
companies to:
Disclose the organisation’s governance
around climate-related risks and
opportunities
• Describe
	
the board’s oversight of
climate-related risks and opportunities
• 	Describe management’s role in assessing
and managing climate-related risks and
opportunities

and strategy		

Examples		
An approach is to disclose what information the board sees, the governance arrangements
in place, who has responsibility, and a consideration of the necessary competence.

Royal Dutch Shell plc, Unilever
PLC, National Grid plc

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
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Climate-related corporate reporting

Royal Dutch Shell plc
Annual Report and Form 20F 2018
p95

What is helpful?
This example outlines some of the information seen by the
board. It also states that the company has committed to setting
short-term targets linked to executive remuneration in the
pursuit of around 50 per cent Net Carbon Footprint reduction
by 2050.

Quick read
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Unilever PLC
Annual Report and Accounts 2018
p30, 33

What is helpful?
This example shows a description of risk and governance
arrangements, and a description of climate-related
opportunities.

Quick read
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Examples		

Business model and strategy
In order to help investors understand how the business model
may be affected by climate-related issues, whether it remains
sustainable, and how the company may respond to the challenge
posed by climate change, including what changes the company
might need to make to strategy, companies should ask themselves…
• What
	
does the company look like in the future and how will it continue to generate
value? What strategy does the company have for responding to the challenges?
• 	How was the decision about the materiality of climate-related issues made? +
• 	What opportunities and risks concerning climate-related issues are most relevant to the
company’s business model and strategy? Which, if any, of these are financially material?
What process has been followed in order to assess the impact of climate-related
issues?+
• 	Where do the biggest risks and opportunities sit? +
• 	Has the company considered the impact of low-carbon transition as well as physical
risk?
• 	What are the relevant short, medium and long-term horizons? How do these different
horizons affect key divisions, markets, products and/or revenue/profit drivers? +
• 	How resilient is the business model to climate change? How does the company respond
to a 1.5 degree, 2 degree or more world? +
• 	What strategy has been put in place to reach that aim, and what operational or
capital expenditures are needed to address any necessary business model changes?
How are long-term projects structured to ensure flexibility, including options for deemphasising and emphasising if circumstances should dictate? +
• 	What are the possible effects on the company’s revenues, expenditures, assets,
liabilities, products, customers, suppliers etc of different climate scenarios?
• 	How does the information gathered factor into strategic planning? What triggers
would require a change of direction?
• 	Are there opportunities better to explain exposure to particular product lines or 'green'
revenues?
• 	How are the risks and opportunities reflected in the financial statements, for
example the effect of assumptions used in impairment testing, depreciation
rates, decommissioning, restoration and other similar liabilities and financial risk
disclosures?

Quick read

Introduction

Regulatory and market
overview

1

Investor expectations
and company views

One approach is to disclose the resilience of the business model
and opportunities, including a quantification of these risks and
opportunities or where specific aspects of the business model may
be affected and the capacity to respond

SSE plc and Stora
Enso Oyj

p42-45,
46

One approach is to disclose the opportunities a changing climate
poses to the business

Halma plc

p47

An approach is to outline strategic plans for reaching net zero by
2050, including reference to the IPCC recommended 1.5 degree
pathway, and an indication of strategic decisions being made in
light of this

General Mills Inc and
Ørsted A/S

p48, 49

One approach is to explain the challenges a company faces at each
asset location

Fresnillo plc

p50

One approach is to disclose an internal carbon price used for
strategic planning purposes

Oil Search Limited

p51

An approach is to discuss the horizons over which different issues
have been considered, and what those timeframes are

Aviva plc, Land
Securities Group PLC,
Bloomberg L.P.

p52,
75-77
and
58-59

TCFD expects companies to:
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
• 	Describe the climate-related risks and opportunities the organisation has identified over the
short, medium and long term
• 	Describe the impact of climate-related risks and opportunities on the organisation’s
businesses, strategy and financial planning
• 	Describe the resilience of the organisation’s strategy, taking into consideration difference
climate-related scenarios, including a 2 degree or lower scenario

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for
all sectors’

2 Appendix A – questions
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disclosures

3 Appendix B – examples 4 Appendix C – participants 5 Appendix D – regulatory
of developing practice
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What is helpful?

SSE plc

SSE plc articulates its climate-related opportunities, including actions to realise the
opportunity, the scale of its capital investments in these opportunities, and the potential
effect it may have. These disclosures are structured around the TCFD framework.

Sustainability Report 2019
p24,25

S U S TA I N A B I L I T Y

R E P O R T

CLIMATE-RELATED
RISKS AND OPPORTUNITIES
Climate-related OPPORTUNITIES
Opportunity described:

Potential financial impact of the opportunity:

SSE’s actions to realise the opportunity:

Potential financial impact

Development and expansion of SSE’s off- and
on-shore wind pipeline to support a low-carbon
electricity system.

SSE has an off- and on-shore wind development pipeline at varying stages of
development of over 8GW. The portfolio has the potential to generate significant
additional earnings for SSE. However, SSE is not yet in a position to quantify the
scale of this opportunity given the imminent competitive CfD auction being
run by the UK Government. The 2019 CfD auction is designed to enable the
development of up to 6GW of new renewable energy projects in the UK.

•

Highly significant
opportunity for additional
growth.

The potential financial impact of this climate-related opportunity represents
one of the most significant available to SSE both in the short- and long-term.
Given the highly competitive – and current – nature of the CfD process, it is
not appropriate to give estimates of the scale of opportunity at this time. SSE
expects to give TCFD-style disclosure of the renewables pipeline opportunity
in the future.

•

SSE has a pipeline of over 8GW of potential new wind development opportunities. With over 1GW of
potential new onshore wind projects and a further 7GW of potential offshore wind projects. SSE will
develop these projects in partnership and will recycle some capital to support further development.
SSE has interests in three UK wind projects which are expected to be eligible for the CfD in 2019: 50%
of Dogger Bank (up to 3.6GW); Seagreen (Phase One up to 1,050MW) and Viking onshore wind farm
on Shetland (around 450MW). SSE has further offshore wind project interests in Seagreen Phases 2 and
3, Greater Gabbard Extension and Arklow Bank Wind Park in Ireland.
SSE engages with UK and Irish Governments, European Commission, Members of European
Parliament and others on low-carbon policies.

SSEN Transmission has a current pipeline of transmission projects with a total
planned investment of over £600m up to 2021 as part of RIIO-T1. For the next
price control period from 2021 to 2023 SSEN has drafted its Emerging Thinking
2019 paper that forms the basis of the RIIO-T2 business plan. This plan identifies
potential investment in the transmission network in the range of £300 to
£700 million per annum to support the potential connection of 7.5GW of new
renewables in this period. In addition, there is potential for investment in three
island links of around £1.5bn for SSEN over the next 10 years.

•

SSEN operates the transmission network in the north of Scotland, where the vast majority of electricity
transmitted is from renewable sources. This network enables the renewable energy generated in the
north of Scotland to be transmitted down south to areas of higher demand.
In 2018/19 SSEN increased the renewables capacity supported by its network by over 1GW, installed
renewable electricity generation capacity connected to SSEN’s transmission network grew from
3.3GW in April 2013 to over 6GW in April 2019.
SSEN has a pipeline of transmission projects, with a total planned investment of over £600m up to
2021.

Additional earnings of up
to £100m per year over
the period 2022 to 2030.

SSE is investing in a diversified generation portfolio of renewable and flexible generation assets
(including hydro generation assets).
SSE has 400MW of run-of-river hydro, 750MW of flexible hydro alongside 300MW of pumped storage.
In 2017/18 and 2018/19, and despite challenging weather conditions SSE’s hydro fleet delivered
increased value from their increased flexibility, enabled by enhancements to SSE’s commercial
management of these assets.

Up to £400m potential
additional revenue
cumulatively over 10
years.

In a low-carbon world, new off- and on-shore wind has an
important role to play. The UK Government’s sector deal has
committed to an additional 30GW of installed offshore wind
capacity by end of 2030. The combination of strong carbon
price, high energy price and continued access to Contracts
for Difference (CfD) or other price stabilisation mechanism
would continue to support an investment case for SSE in
off- and on-shore wind projects.
Investment in transmission infrastructure in the north
of Scotland to support the delivery of an accelerated
low-carbon electricity system.
The UK Government’s Climate Change Act 2008, its
Clean Growth Strategy (published 2017), and its Industrial
Strategy, describe the mechanisms for the UK to transition
to a low-carbon economy. These policies have led to an
increase in renewable generation contributing to the GB
electricity network. With the Committee on Climate Change
report on Net Zero, an accelerated path towards further
decarbonisation is plausible. SSEN’s transmission network
plays a key role connecting the sources of renewable
generation to the areas of high demand.
Decarbonisation of the electricity system provides the
opportunity to increase output and earnings
from flexible and renewable hydro assets.
As the energy system decarbonises, an increasing volume
of wind energy is coming onto the GB system. Flexible
generation and storage are required to provide electricity
when wind output is low. SSE’s hydro generation assets (inc.
pumped storage) are in a good position to take advantage
of an increase in value of flexible output.

Introduction

Decarbonisation of transport presents opportunities
for SSE’s Networks business.
National Grid’s ‘Two Degree’ Future Energy Scenario 2018

•
•

Additional earnings of up to £100m per year over the period 2022 to 2030 as
a result of capital investment*.
* this is reflective our Emerging Thinking 2019 paper and investment up to
2026 with steady state investment for the remaining period to 2030.
SSE has 1,450 MW of existing hydro capacity (inc. pumped storage) and has
planning consent for an additional 600MW of pumped storage. SSE has invested
in its hydro generation assets to increase flexibility to the UK grid. It is assumed
that by providing more flexible hydro output from existing assets SSE could
generate an additional £15m per annum through generating additional volumes
and/or capturing high prices during system stress periods. Further, balancing
market revenue could generate an additional income of up to around £8m a
year. These values will vary depending on power prices which are uncertain.

•
•
•

Furthermore, the successful development of the consented Coire Glas Pumped
Hydro plant could potentially earn additional revenue between 2025 and 2030.
This is based on the current revenue projections for the existing pump storage
capacity that SSE owns.
Up to £400m increase in revenue by providing flexible hydro output and
investing in new pumped storage output over the next 10 years.

Quick read

•

Regulatory and market

1

Investor expectations

The uptake of EVs on SSE’s networks is likely to provide a significant investment
and company
viewsthat
opportunity overview
to support the low carbon transport transition.
Studies forecast
EVs will contribute to between £400m to £1bn of capital investment by 2030 for
SSE in its network areas. To calculate the revenue impact of rapid electrification
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2• Appendix
Between £200m to
SSEN is taking a leadership role on3electrification and has a 2030 target to4‘build network flexibility that
and
recommended
of vehicles
developing
practice
andSSEN
process
helps
accommodate 10 million electric
in the UK’
, and during 2018/19,
invested a total
disclosures
of £370.7m in electricity distribution networks.

•

SSEN continues to progress innovation through Ofgem funded structures, and in March 2019

and
market initiatives
£400m
cumulative
revenue from investment
to support electrification
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Coire Glas

Pumped storage

Up to 600
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100
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SSE plc
Post-Paris: Understanding SSE’s long term resilience
against different carbon reduction scenarios following
the Paris Agreement 2017
p9
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6.0 Conclusion: SSE’s business model is resilient and can respond
to opportunities
The objective of this report is to assess the resilience of SSE’s existing business model to three core scenarios: a
scenario where GB contributes its share of carbon reduction to global temperature rises of 2°C; a scenario where it
contributes to a 1.5°C scenario; a business as usual scenario where emissions would be in line with a 3-4°C warming
scenario; and for each scenario a further sensitivity test of a low nuclear alternative. The report shows the likely
events that could take place if each scenario plays out and how SSE could respond to these scenarios.
The sensitivity analysis finds that SSE’s current mix of economically regulated and market based businesses are
important to ensure that GB transitions to a low carbon electricity system. It is also shown that in circumstances
whereby the transition does not follow the path detailed by UNFCCC or the Climate Change Act then SSE is also in
a strong position to respond.
SSE’s existing business model stands up well to each of these core scenarios as the combination and balanced mix
of distribution, transmission and generation assets are vital to the GB electricity system over the long term in each
of the scenarios. In short, SSE’s business model is resilient.
In addition, the optionality SSE has within its development pipeline puts it in an advantageous place to respond to
new opportunities climate change mitigation might bring. There could be evolving and new opportunities to invest
in renewable sources of energy, in the provision of flexibility for the electricity system, the electrification of transport,
the decarbonisation of heat – and in the role of the transmission network in supporting this.
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wind
Up to 88
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100
wind
projects like Dogger Bank to the incremental development of existing onshore wind sites.
Extension

The analysis identifies that SSE’s business model should be well placed to respond to these and other opportunities
in a low carbon economy; nevertheless, challenges do exist. For instance, it would be significantly more challenging
to build out the pipeline of new renewable assets in a No Progress scenario if the combination of policy framework
and economic conditions do not support it. It is therefore important that SSE continues to monitor these issues,
stays agile, maintains resilience and is a progressive contributor to public policy development – all in pursuit of
maintaining and building value for the future, in the interests of energy customers and investors alike.

Gordonbush
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is balanced, including both new gas-fired100
generation and
a potential new, large scale, pumped storage asset in the north of Scotland.

SSE has long argued that the existence of a carbon price that properly and accurately reflects the true cost of carbon
should be at the heart of frameworks to deliver a secure, low carbon electricity system. SSE will therefore continue
to work with investors and other stakeholders to make the case for enhanced policy and market signals that will
create an economic environment for the most cost effective transition to a secure, low carbon electricity system in
GB.

This pipeline is a deliberate mix of renewable projects of varying scale: from the strategically significant offshore
wind projects like Dogger Bank to the incremental development of existing onshore wind sites.
9
Quick read
Introduction
Regulatory and market
Investor expectations
There is also the opportunity to extend the life of existing onshore and hydro sites or repower them completely with
overview
and company views
new turbines which could increase their capacity and output.

1

Based on the premise that as GB’s reliance on intermittent wind energy grows, the requirement for highly efficient

The important conclusion from this review is that SSE’s existing, resilient, portfolio of assets can respond to the various
scenarios assessed; and its diverse range of future development options provide many potential opportunities for
the future.

2 Appendix A – questions
and recommended
disclosures

3 Appendix B – examples 4 Appendix C – participants 5 Appendix D – regulatory
of developing practice

and process

and market initiatives

against
its strategy
to create
value from
developing,
value
fromand
developing,
operating
owning
Climate-related corporate reporting
A strategy
developing, operating
and owning
sustainable company is one that
offers profitable
operating
and owning
energy-related
assets
SE’s vision
is to be a leading energy company
in aoflow-carbon
world.
Its purpose is to Asolutions
creates value for shareholders. A dividend commitment
to the world’s problems. In support of its vision,
energy-related
assets
and
businesses.
rovide the energy needed today while building
a
better
world
of
energy
for
tomorrow.
built on world-class assets, growth options and the skills
purpose and strategy, SSE has adopted four fundamental
and
businesses.
and experience
has in low-carbon
technologies fairlyoperatingbusiness goals for 2030 which are
directly
aligned to the
nd its strategy is to create value for shareholders
andSSE
society
from developing,

value

sustainable

remunerates shareholders for their continued investment.

16

SSE
plc Annual
Report
2019
United
Nations’
Sustainable
Development Goals.

nd owning energy and related infrastructure
in seen
aS Tsustainable
way.transactions
This strategy,
As was
in 2018/19, successful
can also which is
R AT EG I C R E P O R T
create substantial
value to finance further
investment
for pillars.
Through its goals, the UN has created a blueprint for a
nderpinned by a commitment to strong financial
management,
is
built
on
four
by 2020/21 since 2017/18.
Economic contribution in UK/Ireland
growth and discretionary share buybacks, or contribute to
sustainable world – and it is one that SSE is putting at the

in achieving its target of halving its TRIR
its carbon intensity by 2030.
Economic
contribution
in UK/Ireland
performance forefront
making significant
progress with a strategy
contributing
toisthe
company’s
target to halve
of its business,
that
geared
to
2019
Performance:delivering
2018/19 is SSE’s
best ever safetyand to
electricity
generated
reduced
year,
decarbonisation
enabling
the Group
to by 7% last £8.9bn
S T R AT EG I C R E P O R T
Performance:
The
carbon
intensity
of the
we don’t do it”.
2019

the management of net debt.

Our role in society continued

CLIMATE CHANGE AND ENVIRONMENT
CLIMATE CHANGE AND ENVIRONMENT

€689m company in a
The same strategy also creates real, lasting value for society.
realise its vision of being a leading energy
operates to the safety licence of “if it’s not safe,
its carbon intensity in line with climate science.
£8.9bn
SSE makes
the economies
low-carbon
world.
2018
S T R AT EG I C P I L L A R #3
S TaRsignificant
A T E G I Ccontribution
P I L L A R to
#4
€689m
one core value,
and everybody
in the company
of
electricity,
SSE has a responsibility to reduce
£8.6bn
it operates in by paying the right amount of tax, at the
Strategic relevance: Safety is SSE’s number
Strategic relevance: As a significant generator
2018 €806m
S T R AT EG I C R E P O R T
right time, in the right place. SSE also makes significant
£8.6bn
Strategy in action
2017 €806m
0.22
302
economic contribution to the countries in which it operates
£9.3bn
2017
2017
by sustaining and creating quality jobs, paying fair wages,
2017 €779m
£9.3bn
0.20
305
committing
to tax
transparency,
indigenous
A healthy
business
culture
requiressupporting
careful
€779m
2018
2018UK
Ireland
Strategy in action
supply chains,
providing
funds
consideration
at all
S levels
T R A T of
E community
G the
I C Company
R E P O Rinvestment
T
0.16
284
UK
Ireland
and
delivering
infrastructure
to
support
the
transition
to the interests of the people who rely
Strategic relevance: SSE depends on a healthy
2019
2019
With
meeting
the we
challenge of climate change
at the core of its business
strategy, SSE
and thriving economy to enable its business
to
a
low-carbon
economy.
on
it.
In
SSE’s
2018
Annual
Report
A strategy of developing, operating and owning
Strategic
relevance:
depends on
healthy
success, which
is whySSE
it calculates
theavalue
seeks
to develop,
operate
and own assets
that create lasting value and support
the
described in
great detail
the interactions
combined)
and
thriving
to enable
business
Our
role
in society
continued
creates value for shareholders. A dividend commitment
it adds
to UKeconomy
and Irish GDP
each its
year.
2
success,
which
is why
it calculates the value
hours worked
(employeesassess
and contractors
(gCO
e per
kWh)
low-carbon
transition.
To
allow
stakeholders
to
properly
SSE’s
performance
in
between
the
Group
and
its
many
and
varied
built on world-class assets, growth options and the skills
Performance:
SSEIrish
hasGDP
added
a total
it
adds tointensity
UK and
each
year.of £75.4bn
Total recordable injury rate per 100,000
Carbon
of electricity
generated
stakeholders.
This has been
enhanced in
and €6.8bndisclosures.
(in 2018/19 prices) of value to the
and experience SSE has in low-carbon technologies fairly
managing
climate-related
issues, SSE aims
to provide increasingly transparent
Performance:
SSE
has
added
a
total
of £75.4bn
UK and Irish economies since 2011/12.
this year’s Strategic Report (pages 2 to 71
remunerates shareholders for their continued investment.
and €6.8bn (in 2018/19 prices) of value to the
as
aand
result
of economies
significant ongoing
investment.
)
and
the
Governance
Report
sets
out
UK
Irish
since
2011/12.
As was seen in 2018/19, successful transactions can also
UK and Irish economies since 2011/12.
profits earned yet capital allowances received
Performance
summary
the considerations
taken by
the Board of
create substantial value to finance further investment for
and
(in 2018/19
prices) of of
value to the
significantly in
2018/19.the
was driven by lower
SSE€6.8bn
uses
a number
Progress
during
year
Delivering the five-year dividend plan
Total recordable
injuryThis
rate
per 100,000
policies
Performance:
a total ofRelevant
£75.4bn
Performance:
Total
taxes paid
reduced
Unit
2018/19 SSE has added
2017/18
growth and discretionary share buybacks, or contribute to stakeholder interests when making strategic
In
2018/19,
SSE’s
financial
results
were
hours
worked
(employees
and contractors
financial
and
non-financial
and
documents
Total
recordable
injury
rate
per
100,000
it
adds
to
UK
and
Irish
GDP
each
year.
society
through
the
payment
of
taxes.
decisions. For
SSE,
this
is
about
good
1
(A)
materially
affected
by
the
unexpected
the management of net debt.
Dividend per share pence
Total carbon emissions
Million tonnes
21.70
18.83
combined)
–
Environment
and
Climate
Change
hours
(employees
and
contractors
success,
which is to
whytrack
it calculates
the value
do
well,worked
they
should
shareintheir
success
with
measures
progress
adjusted
operating
loss
relation
to its
corporate citizenship rather than compliance, 91.3 CO
e
94.7 97.5*
Policy Progress
2
economy
to enable its
services
everyone
reliesthe
on. When
companies
combined)
88.4 89.4
SSEthriving
uses
a number
ofbusiness
+RPI and
during
yearactivities.
84.2 86.7
Energy
Portfolio
Management
+RPI +RPI
80.1
to be consistent
with
Section
172 gCO 80.0*
(A)
2019 intensity
The same strategy also creates real, lasting value for society. and we aimIntensity
GHG, carbon
and water
against
its
strategy
to
Strategic
relevance:
SSE depends
oncreate
a–healthy
Strategic
relevance:
Taxes support the public
75.0
ratio: electricity
generation
e
per
kWh
284
305
2
In 2018/19,
SSE’s financial
results
were
70.0
was disappointing
and
regrettable.
66.0
0.16
financial and non-financial
assuranceThis
statement
60.5to output
SSE makes a significant contribution to the economies
of the Companies
2006,
which2 imposes
emissionsAct
relative
2019
55.0
materially
affected by the unexpected
value
from
developing,
46.5
–
Green
Bond
assurance
statement
UK
Ireland
UK
Ireland
With
meeting
the
challenge
of
climate
change
at
the
core
of
its
business
strategy,
SSE
2018
42.5
0.16
it operates in by paying the right amount of tax, at the
on Directors
therenewable
duty to promote
success A
socially responsible
strategy
measures
track
adjusted
operating
loss in relation
to its
Total
generationthe
output
GWh
9,779 to
9,428progress
35.0 37.7
Nevertheless,
SSE delivered
a full-year
0.20
30.0 32.4
and framework
operating
and
owning
25.7 27.5
right time, in the right place. SSE also makes significant
of the
company.
Section
172 is justoperate
one of theand
The
culture
of doing
the create
right
thing
that I tovalue
Energy
Portfolio
Management
activities.
2018
(inc.
pumped
storage)
seeks
to develop,
own
assets
that
lasting
and support
thepence
€779m
€16.5m
dividend
of 97.5
per share;
and made
against
its
strategy
create
– CDP Climate
Change
submission
2017
0.20
Climate action:
Reduce
carbon
intensity
of
£9.3bn
£385m
This
was
disappointing
and regrettable.
economic contribution to the countries in which it operates many regulatory
energy-related
assets
responsibilities
the Board
have
described
above
underpins
a 33,098
strategy
good
progress
in its
of capital
Total
generation
output
GWhstakeholders
30,835
CDP Water
submission
low-carbon
transition.
Tois the
allow
to
properly
assess–SSE’s
performance
inprogramme
0.22
2017
2017
value
from
developing,
electricity generated by 50%of
bycreating
2030, compared
2017 investment
by sustaining and creating quality jobs, paying fair wages,
and
cogniscantTotal
of. water consumed
value
for not
just
shareholders,
– Annual Biodiversity
Reportexpenditure in support of
3
(A)
(A)
and
businesses.
Million
m
5.6
7.6
0.22
managing
climate-related
issues,
SSE
aims
to
provide
increasingly
transparent
disclosures.
Nevertheless,
SSE
delivered
a
full-year
€806m
€22.6m
to 2018
levels, to around 150g/kWh.
future
value
creation.
This
is
already
reflected
committing to tax transparency, supporting indigenous
Post-ParisStrategic
climate change
operating
anddeveloping,
owning –£8.6bn
but for society more
widely, from
relevance:
Safety
isshare;
SSE’s number
£484m
dividend
of
97.5 pence
per
and
in
the
Regulatory
Asset
Value
(RAV)
of made
its
on quality and nature of operations, assets and on long-term financial outlook
scenario report
supply chains, providing community investment funds
one
core
value, and
everybody
in the company
* Dividend
2019
–sustainability
recommended;
Our
commitment
to
Section
172
operating
and
owning
energy
and
related
2018
2018
energy-related
assets
1 GHG emissions from SGN’s activities are excluded (SGN reports these separately).
GHG emissions
good
progress
in its programme
of
capital
Strategic
relevance:
is SSE’s
number
operates to
the safetySafety
licence
of “if it’s
not safe,
and delivering infrastructure to support the transition
2020 – after
intend
toother
recommend.
from
Joint
alsofrom
excluded. For more
detail see SSE’s GHG
Criteria
at
SSE looks
assets
thatVentures
were are
built
infrastructure
andReporting
services
in
a
sustainable
way.
one
core do
value,
everybodyininsupport
the company
and
investment
expenditure
of
€689m
we€14.6m
don’t
it”.
For more information
see
theand
sse.com/sustainability
. and clean energy: Develop andand
Affordable
build businesses.
to a low-carbon economy.
£8.9bn
operates
to the safety licence
“if £404m
it’s not
safe,
the 1950s and
we have
developed
andchallenge
are
With
meeting
the
of climate change
at the core of its business
strategy,
SSE
future
value
This is of
already
reflected
Sustainability
Report
2019creation.

Performance:
2018/19 is SSE’s best ever safety
2 SSE’s 2030 carbon intensity target is based on generation emissions only.
To track progress against this target,
2019
2019
we
don’t
do
it”.
by
2030
enough
renewable
energy
to
treble
in
the paid
Regulatory
Asset
Value (RAV)
of its
developing assets
that
will
operational
in
has
enviable
ofrather
renewable
seeks
tobedevelop,
operate
and
assets
thatportfolio
create
lasting
value
and
the
andsupport
sse.com/sustainability
. UK/Ireland
performance
significant
progress
previous
years’
intensity
ratios have been
restated
toSSE
onlyown
coveran
electricity
generation
emissions
than
Economic
contribution
in
UK/Ireland
Taxes
inmaking
the
Performance:
SSE’s best
ever safety
outputa to
30TWhenergy
a year. assets, a valuable pipeline of future
total scoperenewable
1 emissions.
in achieving
its2018/19
target ofishalving
its TRIR
the 2050s. Decision-making
requires
longlow-carbon
transition.
To allow
stakeholders
to properly assess SSE’s performance
in
performance
making
significant progress
Taxes
paid in
the2017/18.
UK/Ireland
Economic contribution in UK/Ireland
by 2020/21
since
term perspective, and
this is typified
by our
projects
andaims
ambitions
to develop
much transparent disclosures.
in achieving its target of halving its TRIR
2019to provide
2019
managing
climate-related
issues,
SSE
increasingly
£8.9bn
£404m
by 2020/21 since 2017/18.
sustainable development ambitions for 2030. more renewable
energy
capacity over
€689m
€14.6m
Economic
contribution
in UK/Ireland
paid
in the UK/Ireland
The imperative
to innovation
decarbonise
unprecedented
levels
of change
are needed
of how Net ZeroTaxes
would
be achieved.
SSE
Industry,
and
infrastructure:
Build
See page
6
.
See
page
24
.
Sustainable
success
is
dependent
on
the
the
next
decade.
Renewables
capacity
is
16
SSE
plc
Annual
Report
2019
SSE recognises
the serious
risk that climate
in a much shorter
firmly supports 2018
the UK adopting a Net Zero
Performance
summary
2018 timeframe to limit global
electricity
network
flexibility and
infrastructure
in
the
Regulatory
Asset
Value
(RAV) of its
skills, talentchange
and values
ofsociety
employees,
and
by ourtoflexible
thermal
policies
poses to
and to its
business. Itcomplemented
temperature increases
within 1.5˚C
or 2˚C.Relevant
emissions
target2019
for
2050
at SSE
the plc
latest.
The
£8.6bn
16
Annual
Report 2019 £484m
2019 2018/19
Unit
2017/18
Delivering the five-year dividend plan
thatthat
helps
accommodate
10m electric vehicles€806m
and UK
documents
future
value in
creation.
This is already
reflected
€22.6m
the
need
decarbonise
Government
will
decide
the course
as you can also
seerecognises
on pages
32
to 35
,1toSSE
is
£8.9bn
£404m
power
stations,and
which
(A)have an important
businesses.
Total
emissions
Million tonnes
21.70
18.83
– Environment and Climate
Change
incarbon
GB by
2030.
€689m
€14.6m
and
investment
expenditure in support of
significant
opportunities
in
Atto
theplay
same
time,
there have
been growing
of 2019 if further
legislation
is required.
Dividend per share pence
committedpresents
to being
a responsible
employer.
role
in
a
smooth
transition
to
CO
e
2017
2017
Policy
2
good progress in its programme£385m
of capital
energy-related
supporting the UK and Ireland transition
calls for the UK
to stretch
its ambitions,assets
£9.3bn
2018
2018
– GHG, carbon
intensity
and water
Intensity ratio: electricity generation
gCO2e per kWh
284(A)
305
complete
decarbonisation
by offsetting
94.7 97.5*
SSE
plc
Annual
Report
2019
03made
88.4 89.4 91.3
dividend
of 97.5
pence
per share; and
€16.5m
to low-carbon
electricity
systems.
currentlyBe
set as an €779m
80% cut in emissions
This£8.6bn
growing
sense
of
urgency
around
the
2economic growth:
£484m
+RPI +RPI
assurance
statement
84.2 86.7
Decent
work
and
emissions
relative
to
output
80.1
80.0* +RPI
operating
and
owning
A values-based code of ethical business
renewables
output
variability.
75.0
€806m
€22.6m
Nevertheless,
delivered a full-year
– Green
assurance
statement
by
2050.
This
movement
towardsElectricity
a “Net
needBond
to tackle
climate
change SSE
has piqued
70.0
66.0
the
leading
company
in
the
UK
and
Ireland
Total
renewable
generation
output
GWh
9,779
9,428
UK
Ireland
UK
Ireland
60.5
and
framework interest in the action SSE is taking
conduct takes
account
of
all
of
SSE’s
networks,
meanwhile,
are
critical
enablers
The International
Panel
on
Climate
Change’s
Zero”
emissions
target
reflects
the
scientific
stakeholder
55.0
value
from
developing,
(inc.championing
pumped storage) Fair Tax and a real Living Wage.
2017
2017
46.5
Climate Change submission
42.5
(IPCC)
report
released in October of a
analysis
of the available
window
fordistribution
action, – CDP
to manage
issues, not least
This was disappointing
andinregrettable.
stakeholders,
andlandmark
the
need
to foster
low-carbon
economy.
Our
£9.3bnclimate-related
£385m
35.0 37.7
Total generation output
GWh
30,835
33,098
–to
CDP
submission
Strategic
relevance: Taxes support the public
30.0 32.4
Strategic
relevance:
SSE depends
oncreate
aWater
healthy
against
its
strategy
25.7 27.5
€779m
€16.5mPortfolio
2018,
unlike
studies
before
it,
estimated
that
at
the
same
time
as
a
greater
understanding
the
investor
community
who are increasingly
Energy
Management activities.
constructive and respectful
relationships
networks
are central
to the electrification
ofbusiness
– itsAnnual
Biodiversity Report
(A) enable
services everyone relies on. When companies
and thriving
Total water consumed
Million m3
5.6 (A) economy
7.6to
adjusted
operating loss in relation
to its
– Post-Paris
measures
track
progress
do well,
success
with
success,
whyincreasing
it calculates
the valueclimate change
with them. SSE’s “Doing the right thing”
transport and accommodating
UK which is to
Ireland
UK they should share their
Ireland
scenario report
materially
affected
by the unexpected
society through
the payment
of taxes.
it addsGHG
to UK
and Irish GDP each year.
GHG
emissions
from SGN’s activities are excluded
(SGN reports these
separately).
emissions
guide (see page 941 )
helps
employees
A healthy business culture
numbers
of electric
vehicles
on the
system
financial
and
non-financial
In
2018/19,
SSE’s
financial
results
were
from other Joint Ventures are also excluded. For more detail see SSE’s GHG
Reporting
Criteria
at
Performance:
Total taxes
reduced
Performance:
SSE has
added
a For
total
ofa £75.4bn
Strategic
relevance:
Taxespaid
support
the public
Strategic
relevance:
SSE
depends
on
healthy
more
information see
the
faced with difficult ethical
judgements.
It
An ethos of “doing the right thing” is at the
over the coming
years
offers
opportunity
sse.com/sustainability
.
Progress
during
year
SSE
uses
a the
number
of
significantly
in
2018/19.
This
was driven
by lower
and
€6.8bn
(in
2018/19
of
value
to the
services
everyone
reliesthe
on. When
companies
thriving
economy
toprices)
enable
its
business
Sustainability
2019

on quality and nature of operations, assets and on long-term financial outlook
2 SSE’s 2030 carbon
intensity target is based on generation
emissions only. To levels
track
progress
against this
target,
Theappropriate
imperative
to decarbonise
unprecedented
of change
are
needed
of howReport
Net Zero
would
be achieved.
SSE
* Dividend
2019 –sustainability
recommended;
recommends
steps
to prevent
very heart of SSE’s ethical business culture
for
sustainable
growth.
The
transmission
profits
yet capital
received
UK
and Irish
economies
since 2011/12.
do
well,earned
they should
shareallowances
their success
with
which
israther
whythan
it calculates
value
and the
sse.com/sustainability
.
previous years’ intensity ratios have been restated
to only
cover electricitysuccess,
generation
emissions
SSE recognises
the
serious
risk
that
climate
in
a
much
shorter
timeframe
to
limit
global
firmly
supports
the
UK
adopting
a
Net
Zero
2020 – intend to recommend.
as a result
of significant
ongoing
investment.
total scopeor
1 emissions.
society
through
the payment
of taxes.
it adds towill
UK and
Irish GDPtoeach
year.
issues growing into unsafe
unfair decisions network, meanwhile,
and this is embodied in the vision, purpose
continue
expand
change poses to society and to its business. It temperature increases to within 1.5˚C or 2˚C.
emissions target for 2050 at the latest. The
Performance: Total taxes paid reduced
Performance:
SSE has
added a total
of £75.4bn
that have an
impact
onneed
society
or
and strategy set by the Board. This ethos is
to connect renewable
energy
schemes
to UK
28adverse
SSE
plc
Report
2019
also
recognises
thatAnnual
the
to decarbonise
Government
will decidein
in2018/19.
the course
significantly
This was generated
driven by lower
and
€6.8bn
(in 2018/19
prices)
of value
to the
Total
recordable
injury
ratewill
per
intensity
of electricity
the environment.
guided by the SSE SET of core values, which
theAtGB
system
and
this
too
The imperative
to decarbonise
unprecedented
levels
of change
are
needed
how100,000
Net
Zero would
be Carbon
achieved.
SSE is required.
presents significant
opportunities
in
theelectricity
same time,
there
have
been
growing
of 2019
if further
legislation
profits
earned
yet capital allowances received
UK
and
Irish
economies
sinceof2011/12.
e
per
kWh)
hours
worked
(employees
and
contractors
(gCO
SSE
recognises
the
serious
risk
that
climate
in
a
much
shorter
timeframe
to
limit
global
firmly
supports
the
UK
adopting
a
Net
Zero
2
supporting the UK and Ireland transition
calls significant
for the UK toopportunities.
stretch its ambitions,
are defined as Safety, Service, Efficiency,
create
as a result
of significant ongoing investment.
change poses to society and to its business. It temperature increases
to within 1.5˚C or 2˚C.
emissions target for 2050 at the latest. The
low-carbon
electricity
systems.
currently set ascombined)
an 80% cut in emissions
This growing sense of urgency around the
SSE aims totobe
a company
in which
Sustainability, Excellence and Teamwork.
also recognises
that the people
need to decarbonise
UK Government will decide in the course
byAt2050.
This
movement
towards
a “Net of 2019 need
tolegislation
tackle climate
change has piqued
presents
significant
opportunities
in
the
same
time,
there
have
been
growing
if further
is required.
want to invest, from which people want to
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Developing, operating
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these
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per
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intensity
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The International
Panel
Change’s
Zero”
emissions
reflects
the scientific
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is taking generated
supporting
the UKon
andClimate
Ireland transition
calls for
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See page 6 value,
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and
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the
better
2
to
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electricity
systems.
currently
set
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an
80%
cut
in
emissions
This
growing
sense
of
urgency
around
the
(IPCC) landmark report released in October
analysis of the available window for action,
to manage climate-related
issues,

Creating
value

meaningful climate-related information.
This was disappointing and regrettable.
Nevertheless, SSE delivered a full-year
dividend of 97.5
share; and made
Towards
full pence
TCFDper
disclosure
Nevertheless, SSE delivered a full-year
good
progress
in itsSSE
programme
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capital
In
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committed
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dividend of 97.5 pence per share; and made
andTask
investment
expenditure
in support
of
the
Force on
Climate-related
Financial
good progress in its programme of capital
future value(TCFD)
creation.
This is already reflected
Disclosures
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and investment
expenditure
in supportinoffull
in the
Regulatory
Assetrecommendations
Value (RAV) of its
by
March
2021.
These
future
value
creation.
This is already reflected
encourage
businesses
increase
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in the Regulatory
AssettoValue
(RAV)
of its
of climate-related information, with an
emphasis on financial disclosure.
Taxes paid in the UK/Ireland
SSE has made progress towards meeting
Taxes jobs
paidrespectively.
in the UK/Ireland
4,080
these
by improving the
2019andrecommendations
UK
Ireland, SSE supports 101,170 and
quality of climate-related
information
£404m
Performance:
Across its operations
in thein this
2019
€14.6m
Strategic Report and by responding to CDP’s
supporting jobs in both urban and rural
areas.
£404m
annual
Programme,
which
2018
€14.6m
work
forClimate
it in orderChange
to operate,
with its activities
£484m
for the first
time in 2018
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the TCFD
Strategic
relevance:
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on the people
that
2018
€22.6m
recommendations.
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2017
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€16.5m
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Strategic relevance: Taxes support the public
2019
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services everyone relies on. When companies
Strategic
relevance:
Taxes their
support
the public
do well, they
should share
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with
services
everyone
relies
on. When
companies
society through
the
payment
of taxes.
do well, they should share their success with
Performance:
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taxes paidofreduced
society
through
the
payment
taxes.
Jobs
supported
in UK
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significantly in 2018/19. This was driven by lower
Performance:
Total
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profits earned yet capital allowances
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in
2018/19. This
was investment.
driven by lower
as a result of
significant
ongoing
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and
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to operate.
profits earned
yet
capitalbegan
allowances
received
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inof
average
generation
capacity
as
as a result
significant
ongoing
investment.
to 9,779GWh.
This and
was mainly
driven by
energy
in its capacity
foran
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intensity
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for SSE Renewables,
withelectricity.
output increasing
generating
renewable
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Performance:
2018/19 was a record year
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transition.
In
operational
SSE secured a 20%
Supporting
the low-carbon
SSE’s business
strategy
is centred
energy
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in
its capacity
foraround
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in the Total
Recordable
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transition
Strategic relevance: Renewables are core to
generating
renewable
electricity.
Rate
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the carbon
Decarbonisation
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aintensity
significant
2019
of
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it generated
by 7%.
opportunity
for SSE’s
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284
In
operational
terms, SSE
a 20%
renewables
portfolio
andsecured
electricity
reduction
in the
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non-financial
performance,
thethermal
impact
energy
system,
complemented
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302Report
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2017
An
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Directors’
on
page
116 .
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variability
of renewables
output.
9,428
remuneration
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financial
and
Strategic relevance:
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a SSE’s
significant
generator
2018
of electricity, SSE
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toimpact
reduce
non-financial
performance,
and
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To
realise these
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and
9,779
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carbon
intensity
in
line
with
climate
science.
of
this is set out
in the
Remuneration
Report
significantly
to the
transition
to low-carbon
2019
Performance:
The carbon
intensity storage)
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on
page 116
.
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approach
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renewab
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remuneration
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Performance:
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SSE
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SS
Bondsjobs
in the
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4,080
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2017

its carbon intensity by 2030.
2019

(1) To reduce the carbon intensity of

9,779

its own operations through a strategic
2018
shift towards a less fossil fuel intensive
9,428
on page 116 .
generation portfolio.

2017
of this is set out in the Remuneration Report
7,955

non-financial performance, and the impact
SSE has invested over £3.8bn in renewables
remuneration relates to SSE’s financial and
since 2010. With the delivery of the 588MW
An important part of Executive Directors’
Beatrice offshore wind farm (SSE share: 40%)
in May 2019, SSE currently has the largest
of the electricity it generated by 7%.
renewable energy capacity across the UK
Rate and reduced the carbon intensity
and Ireland at around 4GW (inc. pumped
reduction in the Total Recordable Injury
storage), and has significant opportunities
In operational terms, SSE secured a 20%
in onshore and offshore wind farm
developments, with an 8GW pipeline.
generating
renewable electricity.
Strategic relevance: Renewables are core to
energy
networks
and which
in its capacity
foraround
SSE’s business
strategy
is centred
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PERFORMANCE
the low-carbon transition.

Performance: 2018/19 was a record year
for SSE Renewables, with output increasing
to 9,779GWh.
Thisinwas
driven by an
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supported
UKmainly
and Ireland
increase in average generation capacity as
Stronelairg and Beatrice began to operate.
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and governance
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on broadly the same basis as before, is based
The report also describes how remuneration
on the belief that the current arrangements
Climate-related corporate reporting
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P O R T –areCembedded
O R P O Rinto
A T the
E business
G O V E R
N A
N C E
links to the Company’s
and
well
how the Remuneration Committee works,
understood both internally and externally.
and how it has considered the perspectives
of SSE’s stakeholders. After three years our
The provision of energy needed today and
Directors’ Remuneration Policy is due for
building a better world of energy for tomorrow
Dear
Shareholder,
SSE
committed
to being transparent
in
renewal this year and thus we have set out
is, byisdefinition,
a long-term
commitment
the
it does
business.
To this end,
in detail the Directors’ Remuneration Policy
thatway
requires
long-term
stewardship.
A and
The
objective
of the
Directors’
Remuneration
mindful
of the
continuing
public
Shareholder,
SSE
is committed
to
being
transparent in
which
will beDear
subject
to a binding
vote at the
remuneration
policy
that offers
fairdebate
reward
Report
for 2018/19 is to set out in a simple
about
pay,
Committee
strives
the way
itthe
does
business.
To this end, and
2019 AGM.
for theexecutive
leadership,
expertise
and
strategic
andthat
transparent
how
pays
itsreview,Remuneration
to
keep remuneration
clear,
Theway
objective
of the
Directors’
mindful
ofarrangements
theincontinuing
public
As
part
ofSSE
the
policy
we consulted
interests and that of SSE as a whole
Aligning
SDGs
to debate
decision-making
required
aUN
challenging
Dear
Shareholder,
SSE is committed to being transparent in
Directors
and non-Executive);
consistent
and
simple
tofuture
enable
effective
Report
2018/19
is
to set out inand
a simple
about
executive
pay,
the Committee
withfor
our
major
shareholders
prominent
the
Annual
Incentive
remuneration policy should be strong
on (both
In the course
ofExecutive
engagement
throughout
market
is critical
to
SSE’s
success.
Our Planstrives
the way it does business. To this end, and
decisions
made
onagencies
theirclear
pay
and
stakeholder
In part
our
decision
to the non-financial
transparent
wayon
how
SSE pays
topolicy
keep
remuneration
arrangements
clear,
proxy
a how
number
ofits
points.
The scrutiny.
We have
made
changes
to
paper and robust in practice. the
2018/19,
we and
have
received
feedback
remuneration
promotes
sustainable
The objective
of the Directors’
Remuneration
mindful of the continuing public debate
much
they received
in(both
relation
to 2018/19.
renew
Remuneration
Directors
and non-Executive);
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andof
simple
toPolicy
enable
engagement
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particularly
helpful
in the Directors’
measures
the AIP
to
createeffective
a balanced
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and
otherExecutive
stakeholders
performance
over
the
longer
term
through
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forbasis
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is to set
out in a simple
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before,
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the
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made
on
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pay
and
how
stakeholder
scrutiny.
In
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decision
to
forming
the
Committee’s
approach
on
the
UK Corporate Governance
Code
approach
to
the
performance
measures
of
that they would welcome incentives that are
significant deferral
of remuneration
andSSE pays its
and
transparent
way
how
to keep remuneration arrangements clear,
The
report
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how
remuneration
on
the
belief
that
the
current
arrangements
much
theyfollowing
received
in relation to 2018/19.
renew
Directors’
Remuneration
Policy
three
areas:
The new UK Corporate Governance
Code
thethe
most
senior leaders,
designed
with a
linked
to climate
change
and sustainability
holding periods.
Equally,
Executive
Directors
Directors
(both
Executive
and non-Executive); consistent and simple to enable effective
links
to
the
Company’s
purpose
and
strategy;
are
embedded
into
the
business
and
well
on
broadly
thestakeholders
same
basis as
is based
comes into effect for SSE from 1for
April
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variety of
in before,
mind. With
four
senior
leaders. Within the context
are expectedthe
to demonstrate
commitment
decisions
made
on their pay and how
stakeholder scrutiny. In part our decision to
how
the
Remuneration
Committee
understood
both
internally
and
externally.
The
also
describes
on maintaining
the
belief
that
the
current
arrangements
–report
Pension
arrangements
we are
but as set out on pages 86 and 87,
the
new
business
goals
for 2030
designed to
of the
existing
remuneration
policy, works,
thehow–remuneration
by building and
a substantial
much
they
received
in
relation
to
2018/19.
renew the Directors’ Remuneration Policy
how
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has
considered
the
perspectives
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to
the
Company’s
purpose
and
strategy;
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into
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and
well
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a
new
policy
for
new
executive
Board has already implementedand
many
of
tackle
climate
change
and
support
global
Remuneration Committee agreed in March
personal shareholding in the business.
on broadly the same basis as before, is based
of
SSE’s
stakeholders.
After
three
years
our
The
provision
of
energy
needed
today
and
how
the
Remuneration
Committee
works,
understood
both
internally
and
externally.
appointments
to the Board to align
its provisions and will continue to
develop
goals for sustainable development, the
2019
to align an element
of the Annual
The world
reportofalso
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how remuneration
on the belief that the current arrangements
Members andthese
meetings
Directors’
Remuneration
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due
for
building
a
better
energy
for
tomorrow
and
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thewith
perspectives
contributions
the
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over the next year.
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payCommittee
Incentive Plan
tohow
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achievement
of four
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renewal
this of
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and
thus
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long-term
commitment
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of
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today
and
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20%
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be
focused
on
the
out-turns
in
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goals
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how
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the
Directors’
Remuneration
Policy
that
long-term
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is due
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a better
world
of
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– Post-employment
share ownership
– our building
As announced
in November 2018,
Idetail
have
been
performance
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that
the
variable
four
goals
are
themselves
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and
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Executive appointed
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will
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to
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the
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fair
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thus
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have
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long-term
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Directors
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to
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Sustainable Development Goals (SDGs)
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Director
since
scheduled
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stakeholders.
three years our
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for
the leadership,
expertise
strategic
in detail
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Remuneration
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long-term
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value of two
times
theirthat intensity
Executive Director for Employee 2019
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electricity
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to
objectively
of
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framework
how
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a
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a binding
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policy
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offers fair reward10m
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salary.
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targets
should
be
glossed
over.
leadership
team.
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detail promotes
the Directors’
Remuneration Policy
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Chair)
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of practice
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the
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remuneration
policy
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the
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the
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the
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the
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SSE’scombined
core purpose
39% of thelinked
maximum
opportunity.
Gillingwater
N/A
2007
3/3
Members andrepresentatives
meetings
to climate
change and sustainability
holding periods. Equally, Executive Directors
Performance-related
pay
Incentive
Plan
toenergy
thetoachievement
of
four
Remuneration
Committee
agreed
in
March
personal
shareholding
in
the
business.
good
leavers
under
incentive
plans
Unions
during
the
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Stora Enso 2018: Financials – Report of the Board of Directors – Risks and risk management
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Stora Enso 2018: Financials – Report of the Board of Directors – Risks and risk management
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Protecting our environment
Environmental issues, including climate
change, are a challenge affecting all
businesses globally and an issue everyone
must address collectively to preserve
our planet for future generations. Halma
recognises that, in common with other
businesses, all of our activities have an
environmental impact. Our approach is to
not have capital-intensive manufacturing
processes and also aim to limit our impact
by operating geographically close to our end
markets. Operating in this way helps ensure
that our environmental impact is relatively
low when compared to other manufacturers.
As a global group of life-saving companies,
we also have an excellent long-term record
for addressing environmental issues that
affect our businesses and for developing
products that monitor and protect
the environment.
Products promoting a cleaner tomorrow
Our businesses have a range of innovative
products which play a very positive role in
monitoring and improving the environment.
Halma brands are world leaders in a number
of technologies which help to minimise
environmental damage. Our principal
environmental technologies are water
leakage detection and wireless monitoring,
gas emissions monitoring, water and effluent
analysis, UV water treatment and optical
sensing. We promote the use of UV water
sterilisation which eliminates the need
to use dangerous chemicals, as well as
making products that minimise the waste
of clean water.

Environmental Management System
We are committed to developing
and implementing an Environmental
Management System (EMS) throughout the
Group to measure, control and reduce our
environmental impact. We have developed
performance indicators that assist local
management in implementing the policy
and ultimately developing an EMS. All
Group companies are encouraged to
undertake ISO 14001 accreditation, where
warranted, and more than 22% of the Group’s
revenue is derived from companies with
an ISO 14001 accreditation.
Group companies are encouraged to
improve energy efficiency, reduce waste and
emissions and reduce their use, or make more
efficient use, of materials.
Key environmental impacts in the Group have
been identified as emissions to air and water,
water and energy consumption, and waste
production. In addition to the information set
out in this section of the Report, we publish
data annually on our website on energy
consumption, waste and transportation.
Our carbon footprint
The Group has a clear policy on carbon
which is published on our website. The
Carbon Policy has been set by the Board
and our Finance Director, Kevin Thompson,
has principal responsibility for co-ordinating
and monitoring the Policy. In line with our
autonomous structure, a senior executive
in each of our higher impact businesses
has been allocated with responsibility for
implementing the Carbon Policy at local level.

47
Halma plc

Our car policy, which is subject to regular
review, directly supports the Group’s
commitment to sustainability by setting a
general cap on permissible CO 2 emissions
for all company-owned vehicles and vehicles
used by employees who have taken a
cash allowance in lieu of a company car.

Annual Report and Accounts 2018
p45

We are committed to reducing our carbon
footprint. The Board recognises that a
growing international business such as
Halma cannot continue to reduce energy
consumption and absolute CO 2 emissions
year-on-year as it acquires and grows its
portfolio of companies. Therefore we have
set a target of reducing our total carbon
emissions relative to revenues by 10% over the
three years from March 2016 to March 2019.
The same intensity target was set in 2010
and 2013, and was achieved in 2013 and 2016
respectively. Our CO 2 emissions reduced
between 2017 and 2018 on an intensity basis
by 10%. We have been consistent in reducing
our CO 2 on an intensity basis over recent
years, as illustrated in the chart below. We
will report on our performance against the
three-year intensity target to 2019 next year
and consider setting a new target for the
period thereafter.

What is helpful?
These extracts explain Halma’s overall approach to climatechange issues and how it may impact their business model.

Halma recognises that sound carbon
management is vital to the continued success
of our business and that of our customers
and stakeholders. As such, it must be fully
integrated into our business so that it is
an everyday part of what we all do.

We are committed to the development of
equipment for measuring and monitoring
environmental changes and controlling
the impact of industrial activities over
the long term.
GHG emissions data for the period 2 April 2017 to 31 March 2018
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Scope 1: Combustion of fuel and operation of facilities
Scope 2: Electricity, heat, steam and cooling purchased
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line with scientific consensus by 2050.

emissions calculation methodology. For

Climate-related
corporate reporting
Performance:
In 2017, our GHG

information on the risks and opportunities

emissions footprint decreased 11 percent

General Mills faces due to climate

compared to 2010, while net sales rose

change, see our CDP submission online.

This reflects sales of lower
What 6ispercent.
helpful?

Product environmental footprint

GHG emissions intensity products,

evaluation:
Considering
environmental
General Mills Inc includes a description of strategic plans, with
reference
to a 2050 target
as well as improved efficiency in
and scientific
consensus. The example also includes reference
to external
sources
used.and
impacts
in product
design
manufacturing and logistics. Our GHG

development is essential to improving

emissions fell 6 percent versus 2016,

our carbon footprint and overall

while net sales decreased 6 percent.

environmental performance. At specific

product development. We began

in Europe, and added the Häagen-Dazs
brand during fiscal 2017. Through the

implementing these tools into

end of the fiscal year, we assessed 91

packaging design in the U.S. in 2015.

projects to determine the GHG emissions
impact of various product changes,

48

Value chain: The sections on

GeneraltheMills
Incpages break down
following

beyond the effect on typical attributes

our footprint by value chain

Global Responsibility Report 2018
phase and describe our efforts
four of these projects demonstrated p19

such as cost and quality. Twenty-

to improve performance.

opportunities for improvement. We have
implemented 15 so far, saving 3,000
metric tons CO₂e on an annual basis.

The path to 2050*
20

17.3

2025 goal**: Reduce absolute
GHG emissions across our full
value chain by 28 percent

16.4
15.4

Million metric tons CO2e

15

28%

2050 goal**: Reduce absolute
GHG emissions across our full
value chain to sustainable levels
in line with scientific consensus

12.5

4172%

10

7.5

Consuming

5

Selling
Shipping
Producing
Packaging supply chain

0

Agriculture and transformation

2010

2016 2017

2025

2050

* General Mills worked with Quantis, a sustainability and life-cycle assessment (LCA) consulting firm, to calculate our company’s GHG emissions footprint. The calculation methodologies align with the Greenhouse Gas Protocol,
developed by World Resources Institute (WRI) and World Business Council for Sustainable Development (WBCSD). Relative size of value chain segments for 2025 and 2050 are based on 2010 data. Differences compared to the data
reported last year are due to updates to the underlying ecoinvent database and enhancements to calculation methodologies and accuracy.
** Compared to 2010.
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Ørsted Annual report 2018

Management’s review

Our business

Contents
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Ørsted A/S

Our strategy and capital allocation
Strategic direction and growth
Our strategic shift from black to green energy
is reflected in our capital base. In 2007, only
16% of our total capital employed was
invested in renewables. In 2018, the share of
renewables had increased to 87%.

Sustainability Report 2018
p9 and
Annual Report 2018
p18 and 22

Green leadership

Strategic growth platform
Green energy share

100

%

Carbon intensity of power and heat generation

Europe
Ørsted

600

e/kWh
g COAmericas
2

Asia

Global leader in offshore wind 500
— Strategic core
400
— Growth and value creation
— Scale
300
— Keep pioneering and innovating

80
Offshore

— Wind
— Transmission
60
— Storage

In addition, our strategic transformation to
40
become a green energy company has posi200
tioned Ørsted
as one of
the largestOur
commercial
Management’s
review
business
Leading US renewable companyContents
Onshore20
100
renewable energy companies in the world,
— Strategic diversification
— Wind
— Scale Ørsted
— Solar PV
measured by the capacity of renewable energy
Technology
integration
— Storage2010 2015 2020 2025 2030 2035 2040 2045 2050
2010
2015 — 2020
2025 2030
2035 2040 2045 2050
that is installed and under construction. By the
— New value-creating growth platform
end of 2018, we had 12GW of renewable energy
Ørsted's carbon intensity of energy generation
Ørsted’s targets for green energy share
The International Energy Agency's 2°C scenario for greenhouse gas reductions
IPCC's recommended targets for a 1.5°C pathway
capacity installed, under construction, or where
—
Explore
growth
and
value
creation
Bioenergy
* IPCC concludes that a rapid build-out of renewable energy before 2030
a FID has been taken, with the vast majority
to 1.5°C without
any reliance on
potential
of Bioenergy
— Biomass makes it possible to limit global warming
being in offshore wind. In addition, we have
carbon capture and storage (CCS). In this scenario, nuclear energy continues
— Renescience
to constitute a significant part of the global energy mix towards 2050.
been awarded or contracted projects with a
— Biogas
capacity of 4.8GW where investment decisions
are yet to be taken. Furthermore, we have a
— Route to marketStorage
for Ørsted’s
Customer
Renewables generation
T&D
Consumption
Besides existing market positions, we explore
ain is made
strong pipeline of projects under development.
product portfolio
Solutions
the strategic and financial potential of addie range from

What is helpful?
Ørsted A/S includes a description of
strategic plans, including reference
to the IPCC recommended 1.5
degree pathway, and an indication
of strategic decisions being made in
light of this.

ategic playing field

— Risk management

Wholesale
tional green growth opportunities. Both solar
ugh storage,
— Incremental value creation
Towards 2030, we expect that the global
Offshore
wind
PV, bioenergy and storage offer significant
the consumpmarket for renewable energy will more than
growth opportunities on the back of signifitem, we have
triple to 3,600GW. As one of the leading comCorporate customers
Electricity
cant cost reductions.
ositions.
panies in renewable energy, Ørsted is strongly
storage
Electricity
onshore wind, but also including solar energy
in Europe,transmission
North America, and Asia. We will
We have a strongOnshore
growth wind
platform to support
positioned to take part in this growth.
Considering our rapidly growing global portfoand has been
Residential customers
and energy storage.
keep pioneering
our strategic ambition, comprising our four
andand innovating the industry.
lio of renewable energy assets, we decided to
Ørsted to a
distribution
Offshore wind
will remain the strategic core of
business units: Offshore, Onshore, Bioenergy
We have increased our ambition for offshore
initiate a structured divestment process of our
apidly growing
Bioenergy includes our biomass-converted
our company.
and Customer Solutions.
wind from a capacity of 11-12GW to a capaciSolar PV
Electric heating
Danish power distribution, residential customstem with atcombined heat and power plants in Denmark
ty of 15GW by 2025. By 2030, our strategic
er and city light businesses in June 2018. Alunities. We have
and our waste-to-energy and biogas technoloThe second growth avenue is our Onshore
Our Offshore business unit includes offshore
ambition is to achieve an installed renewaPower to gas
though the political support for continuing this
ur capabilities
Bioenergy
gies. We will continue to explore the growth
business unit, where the aim is toElectric
createvehicles
a
wind, transmission and
storage. We strive
ble capacity of more than 30GW, provided
structured process ceased on 13 January this
player in the
and value creation potential within bioenergy.
leading North American company within
to maintain our global market leadership in
that the development creates value for our
year, we are continuing to investigate different
ting a 30%
renewable energy, with a main emphasis on
offshore wind and will continue to expand
shareholders.
options for exiting the businesses during 2019.
peration or
Invest to grow
Explore potential
Exit
No presence
In addition, following the political agreement
22 / 193
in support of our IPO, we are conducting a
structured divestment process of our offshore
wth platform
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WATER STEWARDSHIP
EXPLORATION

DEVELOPMENT

OPERATION

To increase access to safe water by minimising
our water footprint and cooperating with our
stakeholders, notably communities, authorities
and NGOs.

CLOSURE

Relevance and risk in the
lifecycle of mining
Risk:

High

Medium

Fresnillo plc

OUR GOAL

Low

Securing access and being responsible
water stewards are critical success
factors, and the prevention of
environmental impacts on water
resources and related ecosystems
is fundamental to our social and
environmental licences to operate.
Before we commence any project,

Although we operate in a number of arid
regions, the mining and processing of
ore requires large volumes of water –
and this is often a relevant issue for local
communities. We recognise that water
is a human right and cooperate with
communities to increase water access.

Annual Report and Accounts 2017
p90

we carry out EIAs to gain knowledge
of water resources and their
vulnerability on a local and regional
scale. Responding to the expectations
of our stakeholders, we conduct our
evaluation of water risk using the
Aqueduct tool from the World
Resources Institute (WRI).

What is helpful?
In this extract, Fresnillo highlights the water risk issues on a
location-by-location basis.

WATER RISK ASSESSMENT UNDER CURRENT CONDITIONS
Overall water risk

Physical risk quality

Physical risk quantity

Regulatory &
reputational risk

Fresnillo

Medium to high risk

No data

High risk

Low to medium risk

Saucito

Medium to high risk

No data

High risk

Low to medium risk

Penmont

Medium to high risk Low to medium risk

High risk

Low to medium risk

Ciénega

Medium to high risk Low to medium risk

Medium to high risk

Low to medium risk

San Julián

Medium to high risk Medium to high risk

Medium to high risk

Low to medium risk

Physical risk quality considers return flow ratio and upstream protected land. Physical risk quantity considers baseline water stress, inter-annual variability, seasonal
variability, flood occurrence, drought severity, upstream storage and groundwater stress. Regulatory and reputational risk considers media coverage, access to water and
threatened amphibians.

WATER STRESS CONSIDERING CLIMATE CHANGE SCENARIOS (2020 AND 2030)
Business as usual 2020

Business as usual 2030

Pessimistic 2020

Pessimistic 2030

Near normal

1.4x increase

Near normal

1.4x increase

Saucito

Near normal

1.4x increase

Near normal

1.4x increase

Penmont

1.4x increase

1.4x increase

1.4x increase

1.4x increase

Ciénega

Near normal

1.4x increase

Near normal

1.4x increase

San Julián

Near normal

Near normal

Near normal

1.4x increase

Fresnillo

Water stress measures the ratio of total annual water withdrawal to average annual available blue water. This is a commonly used indicator also known as relative water demand.

HOW WE WILL WIN

Enabler – Environmental compliance
and cooperation with local
stakeholders.

Key activities:
• Implement closed water circuits,
eliminating the need to discharge
processed water into water streams.
• Reuse wastewater from
municipalities and our own
operations and camps.

Key activities:
• Secure water rights from authorities
before using any water in mining
and mineral processing.
• Send unused water from dewatering
to settlement ponds to control
suspended solids, before discharging
the cleaned water downstream.

Enabler – Operational excellence to
reduce our water footprint.

Quick read
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• Respect our water quotas,
monitoring our discharges and
taking action to ensure that they
adhere to water quality regulations.
• Cooperate with water authorities
and other stakeholders, including
communities, to increase water
access. See the community relations
section (pages 96-103).
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sensitivities, the Company also uses
a low and high carbon price.

positioned to meet the additional
Climate-related corporate reportingdemand and remains NPV-positive
Search’s climate
under this 2°C scenario. Under
the IEA New Policies scenario,
o analysis indicates
the Nanushuk oil assets are more
rm resilience and
favourable than the Company’s
ed economic value
base case.

ation in a range
narios, including
2°C pathway.

ded to meet additional
d, making it one of the
esilient of new LNG
bally.

ommendations/
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An internal carbon price embeds
awareness and consideration of
climate risks in decision-making by:
v Enabling Oil Search decisionmakers to consider the future risk
of carbon costs (direct or implicit
prices) when making capital
investment decisions.

Use of internal carbon price
and introduction of carbon
price-linked STI

v Ensuring carbon price risks are
assessed and managed in the same
way as any other financial risk.

Oil Search’s internal carbon price is
country-specific and applied to the
base case of project economics.
For projects in PNG, the Company
The price
is risk-related
andfor
willprojects
be
applies
a US$25
price and
reviewed
updated
annually.
in
the USA,and
a US$40
price
is applied.
When testing project economics
sensitivities,
the Company
The price is risk-related
andalso
will uses
be
areviewed
low and and
highupdated
carbon price.
annually.
When testing project economics
An
internal carbon
price embeds
sensitivities,
the Company
also uses
awareness
and
consideration
a low and high carbon price. of
climate risks in decision-making by:
An
carbon
price decisionembeds
v internal
Enabling
Oil Search
awareness
consideration
of risk
makersand
to consider
the future
climate
risks incosts
decision-making
by:
of carbon
(direct or implicit

v Ensuring carbon price risks are
assessed and managed in the same
way as any other financial risk.
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From 2018, a component of the
short-term incentive (STI) scheme will
Oil
be linked
to Search
the use ofLtd
Oil Search’s
internal Annual
carbon Report
price. This reflects the
p45-49
Company’s
commitment to managing
climate-related risks and is designed
to support implementation across
What is helpful?
the Company.
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Oil Search outlines the carbon price it uses in different regions.

Please refer to Oil Search’s Climate
Change Resilience Report for more
information on climate change
management and analysis.

v Enabling Oil Search’s project
teams to optimise project design
decisions and reduce exposure to
future carbon
costs. project
v Enabling
Oil Search’s
teams to optimise project design
From
2018, a component
of the
decisions
and reduce exposure
to
short-term
incentive
(STI)
scheme
will
future carbon costs.
be linked to the use of Oil Search’s
internal
carbon
price. This of
reflects
From
2018,
a component
the the
Company’sincentive
commitment
managing
short-term
(STI) to
scheme
will
climate-related
and
designed
be
linked to therisks
use of
OilisSearch’s
to support
implementation
across the
internal
carbon
price. This reflects
the Company.
Company’s
commitment to managing
climate-related risks and is designed
Please
referimplementation
to Oil Search’s Climate
to
support
across
Change
Resilience
Report
for
more
the Company.
information on climate change
management
analysis. Climate
Please
refer toand
Oil Search’s
Change Resilience Report for more
information on climate change
management and analysis.

prices) when
makingdecisioncapital
v Enabling
Oil Search
investment
decisions.
makers to consider
the future risk
carboncarbon
costs (direct
implicit
v of
Ensuring
price or
risks
are
prices)
when
making
capital
assessed and managed in the same
investment
decisions.
way as any other
financial risk.
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RCP6.0

3°C

Some mitigation

emissions rise to 2080 then fail

Business as usual (BAU)

emissions continue rising at current rates

Appendix: Climate VaR Modelling Approach

Climate-related corporate reporting

RCP8.5

4°C

Figure 12 also sets out implications for Greenhouse gas emissions and potential temperature rise by 2100 for each scenario. Aggressive
mitigation is the only scenario where it is more likely than not that the temperature change in 2100 will be less than 2°C.
Climate scenarios considered
Aviva is developing this Climate VaR measure in conjunction with the UNEP FI investor pilot project, which is developing models and scenario
Aviva is developing a Climate VaR measure that enables the potential business impacts of future climate-related risks and opportunities to
analysis tools to assess the potential impact on corporate assets and real estate of the four IPCC scenarios in conjunction with Carbon Delta.
be assessed in each of the IPCC scenarios and in aggregate. The IPCC scenarios aim to measure the effect on the energy balance of the global
climate system due to changes in the composition of the atmosphere from sources like Greenhouse gas emissions, other air pollutants19
and changes in land use. The four IPCC scenarios represent different Representative Concentration Pathways (RCPs) which describe the
composition of the atmosphere at the end of the 21st century. Table 2 summarises the link between the RCPs, potential temperature rises by
2100 and the level of mitigation required, which we will use to describe the scenarios in this report.
XVIII
Carbon
is using
the REMIND
model
from the
Potsdam
Institute
for Climate
Impact
Research (PIK)XIX. Scenario outputs from the
Table 2:Delta
Mapping
for RCPs,
potential
temperature
rises
and levels
of mitigations.
Source:
TCFD.
REMIND model include financial metrics such as direct/indirect emissions costs, additional capital expenditure, and revenue implications
RCP downTemperature
Description
Notes
broken
by sector andrise
geography.
Whilst these scenarios reflect
current scientific research and the Paris agreement, there clearly
remains
future
climate trajectoriesemissions
as well ashalved
political
with respect to implementation of the Paris
RCP2.6 significant
1.5°C uncertainty regarding
Aggressive
mitigation
byrisk
2050
agreement and Nationally Determined Contributions (NDCs)XX.
RCP4.5
2°C
Strong mitigation
emissions stabilise at half today’s levels by 2080
ItRCP6.0
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that
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scenarios
all
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a
gradual
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in which
slowly rise but climate policy is ramped up at
3°C
Some mitigation
emissions
rise temperatures
to 2080 then fail
varying speeds with a fairly high degree of global coordination. They do not consider the transition risk in a more chaotic policy environment,
RCP8.5
4°C
Business as usual (BAU)
emissions continue rising at current rates
where there is lack of global coordination and policy action is taken too late and too suddenly. This may result in an understatement of
Figure 12 also
transition
risk. sets out implications for Greenhouse gas emissions and potential temperature rise by 2100 for each scenario. Aggressive
mitigation is the only scenario where it is more likely than not that the temperature change in 2100 will be less than 2°C.
The Carbon Delta model and scenario analysis tools also allow consideration of the five Shared Socioeconomic Pathways (SSPs)20. These
Aviva is developing
this Climate
VaR measure
in conjunction
with
the UNEP FI economic
investor pilot
project,
which isurbanisation
developing models
consider
socio-economic
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including
things such
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and theand
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the
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and
real
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the
four
IPCC
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in
conjunction
with
Carbon
Delta.
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What is helpful?
Aviva plc describes the approach to their climate value at
risk measure, the scenarios they are considering, and the
time horizons employed.

Time horizon considered for each scenario
In conjunction with the UNEP FI investor pilot project, it was agreed to use a single 15-year time horizon for the Climate VaR measure to
analyse the impact of the different scenarios on our business but with the capability to consider transition effects over shorter time horizons
depending
onisthe
business
decision
being
horizon was
needed
capture
XVIIIconsidered. Consideration was given as to whether a longer time
Carbon Delta
using
the REMIND
model
from the Potsdam Institute for Climate Impact Research (PIK)XIX. Scenario
outputs
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the
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physical
impacts
of
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change,
as
these
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not
likely
to
manifest
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until
the
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half
of
the
century
(See
Figure
REMIND model include financial metrics such as direct/indirect emissions costs, additional capital expenditure, and revenue implications
15).
broken down by sector and geography. Whilst these scenarios reflect current scientific research and the Paris agreement, there clearly
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significant
uncertainty
regarding way
future
climate
aswith
wellthe
as political
risk with
respect
to implementation
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To
address
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in a decision-useful
and
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15-year time
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XX
agreement
and
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Determined
Contributions
(NDCs)
.
at a higher, 95th percentile of physical risks as well as the expected outcome in the BAU scenario over the 15-year horizon. Figure 16 shows
large
dispersion
thethe
mean
the impact
of climate
change
on in
Coastal
over the
nextrise
15 years.
It is important
toaround
note that
fourfrom
scenarios
all assume
a gradual
path,
whichflooding
temperatures
slowly
but climate policy is ramped up at
varying speeds with a fairly high degree of global coordination. They do not consider the transition risk in a more chaotic policy environment,
where there is lack of global coordination and policy action is taken too late and too suddenly. This may result in an understatement of
transition risk.
The Carbon Delta model and scenario analysis tools also allow consideration of the five Shared Socioeconomic Pathways (SSPs)20. These
consider
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things
economic
growth,
and
theand
rate
of
XVIII
REMINDsocio-economic
is a global multi-regional
model incorporating including
the economy, the
climatesuch
systemas
andpopulation,
a detailed representation
of the energy
sector.education,
It allows for the urbanisation
analysis of technology
options
policy
proposals for climate
mitigation.
technological
development.
XIX

The Potsdam Institute for Climate Impact Research (PIK) is a German government-funded research institute addressing crucial scientific questions in the fields of global change, climate impacts, and
sustainable development.

XX

Intended Nationally Determined Contributions is a term used under the United Nations Framework Convention on Climate Change for reductions in greenhouse gas emissions that all countries that signed

Timethehorizon
considered
UNFCCC were
asked to publishfor
in theeach
lead-upscenario
to COP21.
In conjunction with the UNEP FI investor pilot project, it was agreed to use a single 15-year time horizon for the Climate VaR measure to
aviva.com
17
Quick
readthe impact of the different
Introduction
Regulatory
market
expectations
Appendix
– questions
B – examples
analyse
scenarios on our business
butand
with
the capability
to consider
transition 2
effects
overAshorter
time horizons
1 Investor
3 Appendix
overview
and company views
and recommended
of developing practice
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Climate-related corporate reporting

Examples		

Risk management		
In order to help investors understand the risks and opportunities
presented by climate change including the prioritisation,
likelihood and impact, what scenarios might affect the
company’s sustainability and viability, and how the company is
responding, companies should ask themselves…
• What
	
oversight does the board have of climate-related opportunities and risks? +
• 	What systems and processes are in place for identifying, assessing and managing
climate-related risks? To what extent can current processes be developed to
assist? +
• 	How will transitional and physical risks affect the company? +
• 	How is a consideration of climate-related issues integrated into the risk
management process and connected to other related risks?
• 	Over what horizons have the risks been considered and risk assessments carried
out?
• 	How are the risks from climate change being monitored, including decisions
around mitigation, transfer, acceptance and control? +
• 	How is the assessment of the company’s viability over the longer-term taking into
account climate-related issues?
• 	Is the company’s business and business model viable? What signals or leading
indicators might encourage a reconsideration of this assessment and the related
strategy, or an understanding of whether the risk mitigation activities are being
achieved?
• 	If the company is undertaking scenario analysis, how did the company decide on
which scenarios to use and what assumptions have been made? How do these
relate to the outcomes advocated in the Paris Agreement?
• 	Are the scenarios sufficiently diverse and challenging?
• 	How did the company translate scenarios to operational/financial models?
• 	How is the scenario analysis used in strategic planning?

An approach is to outline the risk management process in place, or provide
information on the oversight of the Audit Committee

Swiss Reinsurance
Company Limited and
National Grid plc

p54
and
55

An approach is to outline the risks in relation to key specific assets or
benchmarked results and changes made

Diageo plc and
Johnson Matthey plc

p56
and
57

An approach is to refer to signposts being monitored, with indicators and
reference to future strategic decisions

Bloomberg L.P.

p58

An approach is to outline asset-based outcomes referring to specific
scenarios, including NPV-related results under which the scenarios may
make certain investments less attractive, and modelling to a 1.5 degree
scenario, or a description of the scenarios and impacts on key areas (in this
circumstance related to commodity impacts)

Oil Search Limited and
Rio Tinto plc

p6061 and
62-63

One approach is to refer to climate-related impacts in the viability
statement disclosure

Royal Dutch Shell plc

p64

One approach is to refer to what type of expertise has been gathered when
specific external expertise has been sought

Royal Dutch Shell plc

p38

One approach is to refer to assumptions made and the impact of different
scenarios

Unilever PLC

p39

TCFD expects companies to:
Disclose how the organisation identifies, assesses, and manages climate-related risks
•

	Describe the organisation’s processes for identifying and assessing climate-related risks

•

	Describe the organisation’s processes for managing climate-related risks

•

	
Describe
how processes for identifying, assessing, and managing climate-related risks are integrated
into the organisation’s overall risk management

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
Quick read
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Climate risk
management
Climate
risk
The
processes we use
to identify,
assess and manage climate-related risks
management
are
integrated into our risk management,

Corporate responsibility
Corporate responsibility
Climate strategy

Climate-related opportunities
Climate change does not just create
risks, it also presents companies with
new opportunities. Developing such
products and services has long formed
one of the four pillars of our climate
strategy. With these offerings we pursue
two different but complementary
objectives: mitigation of climate change
and adaptation to some of its effects.

Corporate responsibility

You can read about our involvement in
some new offshore wind farm projects
as well as a pioneering solar revenue
put in our 2018 Corporate Responsibility
Report, pages 24–25.

We have an internal property risk
modelling team that builds, maintains
and updates sophisticated models
for all relevant natural catastrophe risks
(flood, tropical cyclones, wind storms,
We haveon
an internal property risk
earthquakes). The models are based
Infrastructure renewables
modelling team that builds, maintains
Weloan
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current
scientific
knowledge
and
are
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and updates sophisticated models
modelling
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that
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updated
to include
work with best-in-class
managers
for all relevant natural catastrophe risks
and updates
sophisticated
– includingmodels
from
gain access to andscientific
invest
infindings
renewable
(flood,our
tropical cyclones, wind storms,
earthquakes).
for
all
relevant
natural
catastrophe
risks The models are based on
research
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with
academic
energy projects that reflect our risk
scientific knowledge and are
(flood, tropical
cyclones,
institutions
–, and
to make wind
usecurrent
ofstorms,
appetite, provide attractive
long-term
to include new
earthquakes).
The models
areregularly
based updated
on
advances
in sustainable
computing
capabilities.
returns and help build
a more
scientific findings – including from our
current
scientific
knowledge
and
are
Using
statistical
data
spanning
energy supply for the future. Renewables
research collaborations with academic
regularly
to include
new of –, and to make use of
100
years,
our
models
are capable
institutions
make up approximately
20%updated
of our
scientific
findings
including
from our
simulating
probabilistic
“daughter”
advances
in computing capabilities.
infrastructure portfolio,
whereof
65%–are
Using
statistical
data spanning
research
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with
academic
that
mayfarms.
have never
occurred
in
in solar panels andevents
35% in
wind
100
institutions
–,may
and occur
to make
use
ofyears, our models are capable of
reality
but that
in the
future.

Opportunities for our investments
The consistent and broad-based
integration of environmental, social
and governance (ESG) factors in the
investment process is expected to
improve the risk/return relationship
simulating probabilistic “daughter”
Real estate
particularly over the longer term.
events that may have never occurred in
Swiss
Re’s
For investment real
estate
in full, proprietary integrated
reality but that may occur in the future.
We consider sustainability risks, such
risk model
is an important tool for
Switzerland, we apply
the following
as climate change, in our investment
Sound risk
management,
underwriting
Swiss
managing
theofbusiness:
we use
it toRe’s full, proprietary integrated
sustainability
criteria:
analysis
energy
process to make the portfolio more
and asset
management
at the core capital
riskrequired
model is an important tool for
determine
thelieeconomic
sources as ofa the
percentage
of
market
resilient against financial market
re/insurance business. This
managing
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as
value and MINERGIE®
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shocks. This is all the more important
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determine the economic capital required
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as
to
allocate
risk-taking
capacity
to
and
to address climateto support the risks on our books as
MINERGIE®
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a Swiss sustainability
as such risk factors are not yet
Sound risk management, underwriting
the different lines of business. well as to allocate risk-taking capacity to
related
label for new
andrisks.
refurbished buildings.
considered as fully reflected in
and asset management lie at the core
the different lines of business.
By the end of 2018, the combined
current market valuations.
risks
of the re/insurance business. This PhysicalTransition
risks in our
value of ourToMINERGIE®-certified
assess
our
P&C
businesses
accurately
Transition risks in our
enables us to use our existing processes re/insurance business
buildings reached USD 0.4
billion,
or
The transition to a low-carbon economy
sound
risk transfer
re/insurance business
and instruments to address climate-and to structure
To ensure appropriate management
of
we need to
23% of oursolutions,
Swiss portfolio
ofclearly
directunderstand To ensure appropriate management of
also creates opportunities for specific
related risks.
transition
risks,
we have set uptransition
an annual
the
economic
impact
of
natural
risks, we have set up an annual
real estate investments by value,
asset classes:
monitoring
system that
catastrophes
and the potential
effectcombines
monitoring system that combines
which
corresponds
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a
gross
floor
Physical risks
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change onintheir
expertise
riskfrequency
management,expertise
casualtyin risk management, casualty
area ofaccurately
82 497
m2.underwriting and relevant legislation
Green bonds
and severity.
underwriting and relevant legislation
To assess our P&C businesses
Green bond proceeds
are
to sound risk transfer
to understand
the developments in the
and
toused
structure
to understand the developments
in the
Natural
catastrophes
constitute one of
US market, in particular, and to assess
In theunderstand
US, our
approach
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exclusively finance environmentally
solutions, we need to clearly
US
market,
in
particular,
and
to
assess
the core
risks modelled
in Swiss Re’s
any potential impacts on our business.
includes some
of the
recognised
sustainable projectsthe
thateconomic
address key
impact of natural
any most
potential
impactsare
onone
our business.
risk landscape.
Specifically,
An underwriting guideline regulates the
certificates
and guidelines,
such asthey
areas of concern including
climateand the potential
catastrophes
effect
An
underwriting
guideline
regulates
thetriggers for the more exposed
of three categories in which we classify
limits and
“GreenGuide:
Sustainable
Property
change, but also natural
resources
and
model
our
P&C
re/insurance
risks
of risks. Any deviation from the
of climate change on their frequency
limits and triggers for the moretypes
exposed
Operations”,
a other
best-practice
guideline
for
depletion, loss of biodiversity
and/or
(the
two being
man-made
and
guideline
and severity.
types
of risks.
Any deviation
from
the must be discussed and
risks).real
These
risks arise from
documented in the underwriting file.
sustainablegeopolitical
and efficient
estate
pollution control. With the movement
guideline
must
be discussed and
the coverage
we provide
to our clients
operations;
the
LEED
certification
of
towards a low-carbon
economy,
the
Natural
catastrophes
constitute
oneforand
ofproperty,
documented
in the
underwriting
liability, motor,
accident
For file.
the other types of transition risks
the
US
Green
Building
Council
(USGBC).
green bond market saw
an
impressive
the core risks modelled in Swiss Re’s
plus specialty risks.
described on page 180 we also have
increase from aboutrisk
USD
11
billion
landscape. Specifically, they are one For the other types of transition
risk
management systems in place.
risks
in 2013 to USD 167of
billion
20182. in which we classify described on page 180 we also
Technological
developments are
threeincategories
have
monitored through Swiss Re’s respective
Currently, the marketand
shows
an our
annual
model
P&C re/insurance risks
risk management systems in place.
underwriting units and pricing of
growth rate of more (the
thanother
70%,two
withbeing man-made and
Technological developments are
associated covers is reviewed on an
a growing variety of geopolitical
issuers besides
risks). These risks arise from monitored through Swiss Re’s annual
respective
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supranationals, sovereigns
and agencies
the coverage
we provide to our clients
underwriting units and pricing of
(SSA). In 2018, we achieved
our liability,
target motor, accident
for property,
associated covers is reviewed on an
of having a green bond
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specialtyworth
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at least USD 1.5 billion.

underwriting and asset management.
The processes we use to identify,
assess
and manage climate-related risks
Opportunities related
to physical
risks in our re/insurance business
are
integrated
into our risk management,
Since most of our re/insurance contracts
are renewed on an annual
basis, we
underwriting
and asset management.
can offer our clients effective natural
catastrophe protection that helps
them cope with current climate risks.
The same applies to our weather
insurance solutions.

In addition, we undertake special efforts
to help expand re/insurance protection,
by focusing on non-traditional clients
(in particular from the public sector),
underdeveloped markets and innovative
risk transfer instruments. You can read
about some innovative transactions we
have recently completed in our 2018
Corporate Responsibility Report,

risks in our re/insurance business
While Swiss Re is active in all types
ate responsibility
of renewable energy re/insurance, we
have recently become recognised as
a lead market for offshore wind risks.
Swiss Re Corporate Solutions has
continuously built up and refined the
technical expertise required to
understand and manage these risks
and, in 2015, opened a Centre of
Competence for Wind Power in
Copenhagen. Over the next decade,
we expect many new development
opportunities to arise, which will create
demand for re/insurance protection
in numerous business lines (credit,
engineering, property, liability, etc).

limate risk
anagement

processes we use to identify,
ss and manage climate-related risks
ntegrated into our risk management,
erwriting and asset management.
Quick read
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was originally developed in 2012 with a wide
required to limit global warming to a 2˚C
range of internal and external stakeholders.
temperature rise. We are currently reviewing
OverGrid
theAnnual
years
we and
have
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our strategy
to
National
Report
Accounts
2018/19
Corporate
Governance
Climate-related
corporate
reporting
our targets against limiting this rise to 1.5˚C
reflect changing priorities. It focuses on three
and will update investors in next year’s
main areas: climate change, resources and
Annual Report and Accounts.
caring for the natural environment.

ued

nd
ates
nd
ting.”

age 18

g the year
ce of the
isk
e

trol over

n internal
g and
gement
updates
es
ed to see

ntrols,

Audit Committee
Audit Committee
National Grid Annual Report and Accounts 2018/19

Corporate Governance

last year, where we made good progress in implementing and executing new controls. We challenged
management and were satisfied with the plans in place to close the remaining items. Concerning the
broader financial control environment, a three-year Group controls roadmap has been established,
setting out initiatives to strengthen and improve controls significantly and KPIs to assess progress.

55

After careful consideration, the Committee concurred with management’s overall assessment that the
Group’s internal control over financial reporting is effective.

National Grid plc
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relatedmanufacturing
to human sites
rights.
in the
right
way
in everything
we do. our
risks to business becomes ever
and our efforts to reduce the overall
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to
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with integrity are non-negotiables, and our
are positioning themselves to
everywhere we operate, for wastewater and
stewardship
toolkit.
to
perform
in
the
future.
consequence
management
is
performed.
approach to risk and compliance helps us go
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a four-pillared
strategic approach
and is trendsfar have
opportunities and thrive in the
Diageo
plc
performance we need to meet our stretching
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the
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directand
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climate-related
impacts.
CDP
down by 96.2% and we have improved our
use
more sustainable
packagingof
with
anofintegrated
Annual Certification
water efficiency by 43.8%.
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to evolve
as new
suppliers, distributors
and
assessments
in a number
of consumers,
key markets
in more
detail in the7 Khangela
financial
38 Sovereign, Karnataka
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beyond the basics to encourage the right
Climate
risk
anyone
to report
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Johnson Matthey plc
Annual Report and Accounts 2019
p55

What is helpful?
Johnson Matthey includes a description of its benchmarking
approach undertaken against an external framework and an
indication of the actions taken to address the related risk.
The extract describes the climate-related risks the business
faces, including high level examples at an asset-by-asset level,
and future action it plans to take to understand the risks posed
throughout the supply chain.
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Bloomberg L.P.
Bloomberg Impact Report 2018 - Climate Scenario
Analysis

What is helpful?
Bloomberg discusses how it is using scenario analysis and the
insights gathered, such as the ‘signposts’ for different scenario
pathways and how this may inform its business strategy.
Bloomberg also discusses the different time horizons it is
considering.
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We monitor the following events and trends to alert us to potential climate-related impacts on our company. The financial impacts on
Bloomberg that could result from changes around these signposts are reported in our scenario analysis on the next page.

Bloomberg L.P.

Type of change

Select signposts

Evolving areas of impact

Policy and legal

Tax policies and renewable energy
incentives, especially in London
and New York where our energy
use is concentrated

Changing U.S. tax incentives will not impact our existing
renewable contracts; however, future contracts will
need to be evaluated under new policies. In Europe,
the ESOS (Energy Savings Opportunity Scheme) is also
changing, leading to uncertainties around impact. We
have hired a consultant to help us take advantage of the
changes once the policies are updated.

Bloomberg Impact Report 2018 - Evolving Strategies
for an Evolving World

What is helpful?

Finalization of the Nationally Determined
Contributions (NDCs) to fulfill the Paris
Agreement

Progress at the UN climate change conferences will
determine the speed and stringency with which the NDCs
are finalized. Resulting future regional regulations may
impact potential clean energy/smart technology projects
and product strategies.

Differences between regional prices
for renewable energy and natural
gas in markets where we have
significant consumption

Changes in prices between clean and traditional energy,
such as the jump in U.S. natural gas futures in November
2018, will help us determine the type and pace of
renewable energy implementation going forward.

Penetration of renewable energy

Innovation in procurement and pricing models, such as
the Corporate Renewable Energy Aggregation Group, a
purchasing cooperative Bloomberg recently helped form,
should make renewable energy sourcing more efficient
and accessible on a smaller scale, thus expanding access
in more markets.

Volatility of fossil fuel and renewable
energy markets

Increases in volatility may change the trading tools
our clients need and increase their reliance on
high-frequency data.

Changes in coal and crude oil prices

Low prices for fossil fuels may limit the economic viability
of their production and accelerate a low-carbon transition.

Volume and scale of green debt and
carbon trading markets and securitization
of green bonds

In 2018, significant growth in green-loan issuance allowed
us to capture more green-debt data for client analysis.
Further growth in sustainable-finance markets could lead
to new client demand for data, analysis and trading tools.

Products
and services

Bloomberg product sales linked to
climate-related tools

In 2018, we launched a new ESG enterprise-wide data feed
to serve expanded customer needs. Ongoing increased
demand for sustainability tools may lead us to expand ESG
products and services.

Physical

Acute: Frequency of severe storms and
wildfires where we operate
Introduction
Regulatory and market
overview
Chronic: Regional changes to temperature,
air quality, sea level and water scarcity

In India, where air pollution is problematic, we've taken
action to monitor and clean our office air, including
Investor expectations
Appendix A – questions
installing
purification systems
and enhancing
andstandalone
company views
and recommended
existing HVAC systems. In 2018, wedisclosures
also took similar
measures in response to the California wildfires.

Resource efficiency
and energy source

Market

Quick read
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2

In this extract, Bloomberg highlights the indicators they monitor
in relation to climate-related issues, and how those may impact
future strategic business decisions.
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Oil Search Ltd
Climate Change Resilience Report 2017
p27

Climate Change Resilience Report 2017

What is helpful?
Oil Search’s extracts on the
next two pages include a
description of outcomes and
NPV-related results for three
of its projects.

SUMMARY OF POSSIBLE PORTFOLIO IMPACTS UNDER THE SCENARIOS TESTED

PROJECT

SCENARIO

NPV IMPACT11

COMMENTS


Economic life not negatively impacted compared to our
base case.



NPV impacted by short-term price drop inherent in scenario12.



Economic life comparable to our low case.



NPV impacted by short-term prices inherent in scenario12.



Value would be eroded under this scenario.
However, the project would remain NPV-positive.



NPV impacts are significantly more favourable than our base
economic assumptions.



Extends economic life of project by approximately two years.



NPV and asset economic life impact falls between our base
and low economic cases.

GREENPEACE
AER (1.5°C)



Value would be eroded under this scenario.
However, the project would remain NPV-positive.

IEA NPS



NPV impacts are more favourable than our base CEA.

IEA 450 (2°C)



Value is eroded but the project would remain NPV-positive.

GREENPEACE
AER (1.5°C)



Long-term oil price of US$5 significantly impacts the NPV
of the project and the project would not be sanctioned.

IEA NPS

PNG LNG (including
Oil Search oil assets)

IEA 450 (2°C)

GREENPEACE
AER (1.5°C)

IEA NPS
LNG Expansion
Project (Elk-Antelope,
P’nyang, and
foundation field gas)

Nanushuk Project13

1. Compared
	
with Oil Search’s internal economic
assumptions.

IEA 450 (2°C)

Positive impact on
project economics

Impact within OSH’s
base and low case.

NPV positive and
above OSH’s
base CEA

NPV positive and
within OSH’s base
and low CEA

Returns are less than
planned but asset is
still economic and
makes positive returns
NPV positive and below
OSH’s low CEA

Significant negative
impact and project does
not pay back investment
NPV negative. Project
would not be economic
if this scenario was to
eventuate

2. 30%
	
of PNG LNG’s value is realised over the fiveyear period from 2018-2022. The scenarios show a
short term drop in prices to the US$30s and US$40s
starting in 2018, and this negatively impacts NPV
of PNG LNG. Actual oil prices in late 2017 and early
2018 have instead ranged between 60 and 70. PNG
LNG would have a much higher NPV if the climate
scenarios did not have a short-term drop in oil
prices and actuals were used. We have chosen to
preserve the integrity of the scenario and report
the impact using the embedded numbers for this
period, not substituting for actuals.
3. Oil
	 Search acquired the Nanushuk assets in
November 2017.
	%The climate NPV analysis is based on a
conservative acquisition case development
concept. The acquisition case is based on a
resource of 500 million barrels, compared to the
existing joint venture partners’ estimates of at
least 1.2 billion barrels. The NPV analysis does
not include the anticipated design efficiencies,
opportunities to realise synergies with the existing
infrastructure, or the value of our option to double
our interest in the asset by mid-2019. It does
include the lower USA corporate tax rate that
became law in December 2017.

11. Compared with Oil Search’s internal economic assumptions.

Quick read

Introduction

12. 30% of PNG LNG’s value is realised over the five-year period from 2018-2022. The scenarios show a short-term drop in prices to the US$30s and US$40s starting in 2018,
and this negatively impacts the NPV of PNG LNG. Actual oil prices in late 2017 and early 2018 have instead ranged between US$60 and US$70. PNG LNG would have a much
higher NPV if the climate scenarios did not have a short-term drop in oil prices and actuals were used. We have chosen to preserve the integrity of the scenario and report the
impact using the embedded numbers for this period, not substituting for actuals.
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13. Oil Search acquired the Nanushuk assets in November 2017. The climate NPV analysis is based on a conservative acquisition
case development concept. The acquisition case
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is based on a resource of 500 million barrels, compared to the existing joint venture partners’ estimates of at least 1.2 billion barrels. The NPV analysis does not include the
anticipated design efficiencies, opportunities to realise synergies with existing infrastructure, or the value of our option to double our interest in the asset by mid-2019. It does
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Oil Search Ltd
Annual Report 2017
p45-49

RESILIENT ASSETS
Oil Search’s high quality, globally competitive LNG assets will
continue to be resilient under the IEA scenarios tested.
The Company’s LNG expansion project’s performance is positively impacted
under an IEA NP scenario and performs no worse than Oil Search’s current
low Corporate Economic Assumption (CEA5) in an IEA 450 (2°C) scenario.
The LNG expansion project sits on the lower quartile of the cost curve
compared to other proposed new projects needed to meet additional
LNG demand, making it one of the most resilient LNG projects in
a carbon-constrained 2°C world.
In a 2°C scenario, PNG LNG and the Company’s LNG expansion
project will continue to have positive NPVs and will have economic
lives consistent with CEAs.
Under the IEA NP, the Nanushuk oil assets perform better than under
Oil Search’s base CEA.
Under the IEA 450 (2°C) scenario, an additional 20 million barrels of oil per
day is required to meet demand. Oil Search’s globally competitive Nanushuk
oil project is able to meet this additional demand and remains NPV-positive.
There is a low risk of Oil Search’s low-cost assets being
stranded in a carbon-constrained world.
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What is helpful?

Rio Tinto plc

These extracts include a description of the scenario modelled, a description of business resilience and an outline of commodity impacts
under the modelled scenario.

Our Approach to Climate Change 2018
p18, 19

CLIMATE SCENARIOS
CLIMATE SCENARIOS

Our analysis indicates that Rio Tinto’s business is relatively
robust to scenarios mapping the policy and technology pathways
necessary to limit global temperature rises:
Our analysis indicates that Rio Tinto’s business is relatively
robust
to scenarios
the policylevel:
and technology
pathways
– Financial
impactmapping
at a manageable
Rio Tinto has
the
necessary
limit
global temperature
rises:
financialtoand
institutional
capacity to
manage the long-term
impacts of a scenario limiting a rise in global temperature to
– Financial
at a manageable
level: Rio Tinto has the
below 2°C,impact
while continuing
to be profitable;
financial and institutional capacity to manage the long-term
– Portfolio naturally hedged: diversification of our portfolio
impacts of a scenario limiting a rise in global temperature to
across multiple commodities provides a natural hedge against
below 2°C, while continuing to be profitable;
climate change policy; our aluminium and copper assets will
– Portfolio
hedged:todiversification
our portfolio
be needednaturally
in the transition
a low-carbon of
future
and could
across
provides
a natural
hedge
providemultiple
an offsetcommodities
in an environment
where
our iron
ore against
assets
climate
policy;
aluminium
andperspective;
copper assets will
are less change
attractive
fromour
a climate
change
be needed in the transition to a low-carbon future and could
– Many abatement options available to us to reduce direct
provide an offset in an environment where our iron ore assets
emissions: the significant number of internal abatement
are less attractive from a climate change perspective;
options available, coupled with a more gradual evolution of
– Many
abatement
options
available
to ustotoanticipate
reduce direct
downstream
industries,
will
give us time
and
emissions:
the significant
adapt to changes
in policy.number of internal abatement
options available, coupled with a more gradual evolution of
industries,
will of
give
us time
to anticipate
Riodownstream
Tinto considers
the impact
climate
change
over twoand
time
adapt given
to changes
in policy.nature of our business and the
horizons
the long-term
potential for unpredictability in regulatory response.
Rio Tinto considers the impact of climate change over two time
horizons given the long-term nature of our business and the
potential for unpredictability in regulatory response.

1. Short to medium term (0-20 years): while there is limited
scope to react immediately to regulatory changes, we do have
the ability to mitigate (or potentially take advantage of) shifts
1. Short
to medium
(0-20environment.
years): while In
there
limited
in technology
and term
the policy
thisistimeframe,
scope
to changes
react immediately
regulatory changes,
doare
have
physical
are largelytopre-determined
since we
they
the
ability
mitigate
(or potentially
take advantage
of) in
shifts
largely
theto
result
of carbon
levels already
accumulated
the
in
technology
and
the
policy
environment.
In
this
timeframe,
atmosphere over past decades.
physical changes are largely pre-determined since they are
2. largely
Long term
physical
impact
of climatein the
the (20-50
result ofyears):
carbonthe
levels
already
accumulated
change
to the
world
could
potentially become more severe,
atmosphere
over
past
decades.
depending on the success or failure of policy. Technology
2. Long
term (20-50
years):
the physical impact of climate
development
is highly
uncertain.
change to the world could potentially become more severe,
Across
these time
horizons,
Group assesses
climate
depending
on the
successthe
or failure
of policy. three
Technology
change
scenarios,
development
is which
highlyconsider:
uncertain.
Across
these time
horizons, –the
assesses
three
– The policy
environment
forGroup
example,
the level
andclimate
change
scenarios,
which consider:
coordination
of carbon
pricing internationally; and
– The rate of technological development – for example, the
– The policy environment – for example, the level and
costs of low-carbon electricity generation and batteries.
coordination of carbon pricing internationally; and
–OurThe
rate ofrecognises
technological
– for example,
approach
thatdevelopment
there is an interplay
betweenthe
costs
low-carbon
electricity
and batteries.
these
twooffactors:
technology
thatgeneration
leapfrogs what
is available
today, for example, could succeed in dramatically reducing
Our
approach
that there
between
climate
changerecognises
and its impacts
evenisinan
aninterplay
environment
where
these
two factors:
technology
government
mandates
do not that
exist.leapfrogs what is available
today, for example, could succeed in dramatically reducing
climate change and its impacts even in an environment where
government mandates do not exist.

Pace of technological change
FAST

Pace of technological change
<2˚C

Tech-led
solutions

<2˚C

Tech-led
solutions

Climate change
scenarios

FAST

Climate
Rio Tintochange
scenarios
Coordinated Action
Limited Action

COORDINATED
COORDINATED

Global
conscience

IEA

Global
conscience

IEA

Status
quo

Adaptation

Status
quo

Adaptation
>4˚C

SLOW

FRAGMENTED
FRAGMENTED

GlobalGlobal
policypolicy
framework
framework

Rio Tinto

Coordinated Action
Limited Action
IEA New Policies
IEA Sustainable
Development
IEA New Policies
IEA Sustainable
Development

>4˚C

SLOW
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We have identified three
scenarios that attempt to
We
have
identified three
assess
plausible
scenarios
thatof
attempt
combinations
these to
assess
plausible
factors to better
combinations
ofresilience
these
understand the
factors
to
better
of the business across all
understand
time periods.the resilience
of the business across all
1. Limited Action: currently forms the
time
periods.
baseline
for our financial assessments
and assumes that carbon prices (or other
1. financial
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incentives
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forremain
our financial
emissions)
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prices
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proactive
levels
throughout the planning period.
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describes
central
against whichAction:
to measure
moreaproactive
case view of policy pathways to 2050,
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outcome in the 2.5 -3.5°C warming range
developed by the IEA to describe a
by 2100.
plausible path to meet the key global
3. IEA
Sustainable
Scenario:
goals
of the ParisDevelopment
Agreement and
hold the
developed
by the average
IEA to describe
a
rise in the global
temperature
to
plausible
meetpre-industrial
the key global
well belowpath
2°Cto
above
levels.
goals
of the Paris
Agreement
andhighhold the
This scenario
assumes
relatively
rise
in the
global
temperature
to
carbon
prices
(upaverage
to US$140/tCO
2e by
well
below
2°C
above
pre-industrial
2040 in developed countries) as welllevels.
as a
This scenario
assumes relatively
highwidespread
deployment
of low-carbon
carbon pricessuch
(up to
2e by
technologies
asUS$140/tCO
carbon capture
and
2040
in developed
countries)
as IEA’s
well as a
storage.
Where possible
we use
widespread
assumptionsdeployment
directly, butofitlow-carbon
is also
technologies
such as
carbon capture
and
necessary to make
additional
reasonable
storage.
Where
possible
we
IEA’s
assumptions regarding how use
these
will pass
assumptions
directly,
but
it
is
also
through to the mining and processing
necessary
industries. to make additional reasonable
assumptions regarding how these will pass
through to the mining and processing
industries.
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The IEA Sustainable
Development
Scenario
The IEA Sustainable
(SDS)
Development Scenario
(SDS)

In the SDS, global CO2 emissions peak before 2020 and decline
swiftly. By 2040, emissions are at the lower end of a range of
publicly available decarbonisation scenarios, all of which
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raw
such
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and assume
that
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formaterials,
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Rio
Tinto plc
One of the ways we mitigate the

Commodity impacts

potential impact of climate

The table gives a high-level summary of the potential risks and opportunities for
Rio Tinto’s portfolio across different time horizons within the IEA SDS relative to the
Limited Action case. Coordinated Action, which lies between Limited Action and the
IEA SDS, would have directionally similar, albeit smaller, implications.

change
policies onto
ourClimate
business
Our
Approach
is through the use of an internal
Change
2018 Rio Tinto has
price on carbon.
p22,
tested23
the resilience of its

The methodology used to consider implications of the IEA SDS on the outlook of our key
commodities accounts for impacts of regulations and technologies on demand, the cost
structure of supply and the knock-on effect on price.

Commodity impacts of a 2°C scenario
Commodity
Pilbara iron ore

Copper
(and battery
materials such
as lithium)
Aluminium
(including
bauxite mining
and alumina
refining)

Outlook

Short to medium term
Pilbara iron ore becomes less attractive due to the effect
of increased use of scrap, however, the business
continues to be highly profitable. Demand for lump and
pellet is robust. There is scope to significantly
decarbonise our iron ore mining operations in order to
maintain cost-competitiveness (see Reducing our
footprint).
Increased demand for copper as well as other battery
materials due to greater focus on electrification. Supply
investment expected to lag demand due to long mine
development lead times, resulting in extended periods of
high prices.
Emission-reduction policies likely to increase aluminium
prices, benefiting low-cost, low-carbon producers but
putting greater pressure on coal-based smelters as well
as the refineries supporting them.

Long term
There is large uncertainty around how the steel production sector will decarbonise
in the long run, which could materially affect the value of Rio Tinto’s iron ore business.
In addition to an escalation of the severity of the medium-term impacts, there is a need
to plan for greater frequency and intensity of cyclones on the Pilbara coast.

Structural increase in demand due to faster electric vehicle take-up and investment
in power and the grid, requiring significant new supply, partially offset by an increase
in scrap collection rates.

Structurally steeper global aluminium cost curve and potential for
decarbonising aluminium smelting direct emissions using inert anode technology.

Portfolio resilience
The factors described above could have a material impact on our business, but on
balance we believe that Rio Tinto is likely to be resilient to these issues, given:

investments against a carbon
price since 1998. We have
developed separate price
forecasts for the regions and
main markets in which we
operate and sell our products,
and modelled how these might
change over time.

Our process to develop and
update carbon prices includes
short-term market data, price
forecasts and scenarios, and
input from experts within and
outside our business. The
forecasts will be impacted by
variables such as the progress of
international climate agreements
and commitments on national
energy and climate policy, and
the evolution of low-emission
technology costs and
deployment.
The climate scenarios described
contribute to the maintenance
and update of our carbon cost
forecasts. They also impact the
forecasts we use for the price of
our commodities.

– Factors will affect different commodities in different ways and as a diversified miner
we will benefit from this. For example, climate change policies placing a carbon price
on emissions will result in downside impacts on lower-grade iron ore. However, these
same policies will benefit tier one copper and aluminium assets;
– The relative cost position of most of our assets is expected to remain robust within
their respective industry cost curves. Our hydro-based aluminium assets in Canada
will consolidate their position at the bottom of a steeper aluminium cost curve.
The overall cost position of our iron ore and copper businesses will be relatively
unchanged, with suppliers of low-grade iron ore expected to face much stronger
margin compression;
– Impacts are likely to materialise over the long term and we have a range of options,
and the financial and operational capacity to execute these, to (i) mitigate risks;
(ii) reduce direct emissions through a range of abatement projects and (iii) to offset
remaining emissions where commercially justified.
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Climate-related corporate reporting

What is helpful?

Royal Dutch Shell plc

This example shows a description of governance arrangements and a specific reference to climate
change in the viability statement assessment.

Annual Report and Form 20F 2018
p63 and 74
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Climate-related corporate reporting

Metrics and targets

Examples

In order to help investors understand how climate-related issues, and their
impact, are measured, including metrics, data and financially-relevant
information, companies should ask themselves…
• What
	
information is most relevant to monitoring and managing the impacts of climate-related issues?
How were these identified and how do they link to the strategy and business model? +
• 	Has a strategy been defined, with related metrics to measure progress, setting the company on a
course to net-zero carbon by 2050, and for interim stages in between now and then? What metrics are
monitored in relation to mitigation and adaptation? If metrics are not related, what metrics are being
used, and what timelines has it set?
• 	What signals or specific climate scenarios are monitored?
• 	Has the company considered whether issues regarding water, energy, land use and waste management
may be material, and if so, how these should be measured? +
• 	What do the metrics being monitored and managed indicate about the future direction of the company?
How is this information used? How are they being integrated into day-to-day business management and
reporting?
• 	What is the scope and boundary of the information presented? Is this the same across all information
presented?
• 	To what level of oversight or assurance have the metrics been subjected?
• 	What external data, or external expertise, has the company relied upon?
• 	Are the metrics disclosed calculated consistently? Is trend data provided?
• 	Which methodology has been used for constructing the metrics? Is this comparable to other companies
in the sector?
• 	Have estimates been used in compiling measures or targets? Can you describe the calculation of these? +
• 	What are the company’s Scope 1, Scope 2 and, where relevant, Scope 3 greenhouse gas emissions? Is
the GHG Protocol and/or another industry-specific methodology used for this calculation? +
• 	Is an internal carbon price used? If so, what is it and for which purposes is it used? +
• 	What is the company trying to achieve in relation to climate resilience and what targets has it set? Have
the targets been achieved, and what comes next? +
• 	How are metrics being integrated into the remuneration policies? Is this the most effective linkage
possible? +

An approach is to refer to competitive advantage with
reference to the business model, or produce metrics
seen as key to this with reference to climate change,
such as ‘Climate-Value-at-risk’ or carbon footprints and
how these are assessed and used

Diageo plc, AXA p66-68
Group and Aviva
plc

One approach is to state that remuneration will be
linked to climate-related metrics

SSE plc and
Royal Dutch
Shell plc

p42-45
and 64

One approach is to refer to where a committee has
been involved in the consideration of climate-related
issues or the related disclosure

National Grid
plc

p55

One approach is to refer to scope 1, 2 and 3 emissions
and related intensity

Fresnillo plc

P69

An approach is to present performance in a user-friendly
manner. Such attributes include clarity of information,
presentation of performance across time, descriptions
of the metrics being measured and target-setting

UBS Group AG,
DS Smith plc
and National
Grid plc

An approach is to present different scopes of
greenhouse gas emissions, including Scope 3, across
time, with methodologies noted, or to explain changes
in calculations, changes from the previous year and
scope and boundary

Go-Ahead
p73, 74
Group plc,
Associated
British Foods plc

p70-72

TCFD expects companies to:
Disclose the metrics and targets used to assess and manage relevant climaterelated risks and opportunities where such information is material
• Disclose
	
the metrics used by the organisation to assess climate-related
risks and opportunities in line with its strategy and risk management
process
• Disclose
	
Scope 1, Scope 2 and, if appropriate, Scope 3 greenhouse gas
(GHG) emissions, and the related risks
• Describe
	
the targets used by the organisation to manage climate-related
risks and opportunities and performance against targets

+ notes where the questions align with expectations for reporting in the TCFD’s ‘Guidance for all sectors’
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cumulative

operations.
The volume of water we recycled or reused in our own production was
1,029,305m3, representing 5.2% of total water withdrawals.

Climate-related corporate reporting
Return 100% of
wastewater from our
operations to the
environment safely

What is helpful?

% reduction in
wastewater
polluting power
measured in BOD
(‘000 tonnes)

13.6%

Δ

2019

36%

80% of our sites have achieved the 2020 target. We are now concentrating
36.0%
Diageo plcOver
on our remaining cluster of sites. As part of a range of solutions, we are planning
cumulative
further investment in wastewater treatment together with the use of new
technologies to create value from our by-products.

Diageo presents metrics relevant to the business model,
outlining targets, progress and definitions.

Replenish the amount
of water used in our
final product in
water-stressed areas

Annual Report 2019
p54
This year we replenished 11.8% of the total water used in our final product, and

11.8%

% of water
replenished in
water-stressed
areas (m3)

2019

Water stewardship

% of key suppliers
engaged in water
management
practices

86%

2020 target

KPI

Performance

Reduce absolute
greenhouse gas
emissions from direct
operations by 50%

% reduction in
absolute GHG
(kt CO2e)

5.9%

86%

2019

We engaged 128 suppliers to disclose their water management practices
through CDP’s Supply Chain Water Programme, with an 86% response rate.
We prioritised more than 100 third-party operators for more in-depth water risk
assessment and support, and have begun mapping site water performance
and rolling out our water guidance for the most water stressed.

Carbon

2020 target

KPI

Performance

Reduce water use
through a 50%
improvement in water
use efficiency

% improvement
in litres of water
used per litre
of packaged
product

6.0%

Progress

Δ

2019

87.6%

43.8%

We have made significant further progress this year at our sites, driven by
continuous improvement and innovation projects in brewing, maltings and
distilling operations worldwide.
This year, 16,442m3 of water were used for agricultural purposes on land under
our operational control. We report this separately from water used in our direct
operations.

cumulative

Progress

Δ

2019

89.4%

44.7%

13.6%Δ
2019

36%

36.0%
11.8%

Replenish the amount
of water used in our
final product in
water-stressed areas

% of water
replenished in
water-stressed
areas (m3)

Equip our suppliers with
tools to protect water
resources in our most
water-stressed locations

% of key suppliers
engaged in water
management
practices

86%

2020 target

KPI

Performance

Reduce absolute
greenhouse gas
emissions from direct
operations by 50%

% reduction in
absolute GHG
(kt CO2e)

5.9%

2019

We use the World Resources Institute/World Business Council for Sustainable
Development Greenhouse Gas Protocol as a basis for reporting our emissions,
and we include all facilities where we have operational control for the full
financial year.

While we met all regulatory requirements on wastewater at our sites and have
made good progress this year, we recognise we will not achieve our full target
by 2020.
Over 80% of our sites have achieved the 2020 target. We are now concentrating
on our remaining cluster of sites. As part of a range of solutions, we are planning
further investment in wastewater treatment together with the use of new
technologies to create value from our by-products.

cumulative

60.5%

60.5%

This year we replenished 11.8% of the total water used in our final product, and
cumulatively 60.5% of the water used in water-stressed locations is now
replenished. Significant progress will be required in Nigeria, Ghana and Kenya
in 2020 to ensure we achieve our ambitious target.

Diageo’s total direct and indirect carbon emissions (location/gross) this year
were 785,545Δ tonnes (2018 – 782,294 tonnes), comprising direct emissions
(Scope 1) of 620,573Δ tonnes (2018 – 620,608 tonnes), and indirect (Scope 2)
emissions of 164,971Δ tonnes (2018 – 164,971 tonnes). The intensity ratio for this
year was 185 grams per litre packaged (2018 – 186 grams per litre packaged).

5.9%

Achieve a 30% reduction % reduction in
in absolute greenhouse absolute GHG
gas emissions along the (kt CO2e)
total supply chain

2019

Carbon

44.7%
cumulative

% of new
equipment
sourced HFC-free
from 1 July 2015

99.5%
2019

99.5%

Eliminating HFCs plays a role in reducing our overall carbon footprint. 99.5% of
the 48,000 new fridges we have purchased since July 2015 were HFC-free.

Progress

Δ

2019

Ensure all our new
refrigeration
equipment in trade
is HFC-free, with a
reduction in associated
greenhouse gas
emissions from 2015

Our total supply chain carbon footprint this year was 3.165 million tonnes, a 5.9%
improvement and important progress towards our target.
We engaged suppliers directly on measuring and managing their carbon
emissions and made further data analysis improvements. This year we received
responses from 86% of the 224 suppliers we engaged through the CDP, and 50%
of these suppliers reported that they had emissions reduction targets.

cumulative

86%

2019

90.3%

27.1%

cumulative

We engaged 128 suppliers to disclose their water management practices
through CDP’s Supply Chain Water Programme, with an 86% response rate.
We prioritised more than 100 third-party operators for more in-depth water risk
assessment and support, and have begun mapping site water performance
and rolling out our water guidance for the most water stressed.

We made important progress this year, achieving a 5.9% decrease in carbon
emissions. In addition to continuous improvement at our operations and fuel
switching, we have purchased energy attribute certificates to support our
decarbonisation strategy.
As a signatory to RE100, we aim to source 100% of our electricity from renewable
sources by 2030. This year 45.4% of electricity at our production sites came from
renewable sources such as wind, hydro and solar (2018 – 18.5%). In the United
Kingdom, 100% of our electricity came from renewable sources.

cumulative

The volume of water we recycled or reused in our own production was
1,029,305m3, representing 5.2% of total water withdrawals.
% reduction in
wastewater
polluting power
measured in BOD
(‘000 tonnes)

cumulatively 60.5% of the water used in water-stressed locations is now
replenished. Significant progress will be required in Nigeria, Ghana and Kenya
in 2020 to ensure we achieve our ambitious target.

cumulative
Equip our suppliers with
tools to protect water
resources in our most
water-stressed locations

Performance against 2020 targets(i)

60.5%

60.5%
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Return 100% of
wastewater from our
operations to the
environment safely
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While we met all regulatory requirements on wastewater at our sites and have
made good progress this year, we recognise we will not achieve our full target
by 2020.

89.4%

We made important progress this year, achieving a 5.9% decrease in carbon
emissions. In addition to continuous improvement at our operations and fuel
switching, we have purchased energy attribute certificates to support our
decarbonisation strategy.
As a signatory to RE100, we aim to source 100% of our electricity from renewable
sources by 2030. This year 45.4% of electricity at our production sites came from
renewable sources such as wind, hydro and solar (2018 – 18.5%). In the United
Kingdom, 100% of our electricity came from renewable sources.
We use the World Resources Institute/World Business Council for Sustainable
Development Greenhouse Gas Protocol as a basis for reporting our emissions,
and we include all facilities where we have operational control for the full
financial year.

Quick read
Achieve a 30% reduction % reduction in
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Our total supply chain carbon footprint this year was 3.165 million tonnes, a 5.9%
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AXA Group
Climate-related investment & insurance report 2018
p9, 10

What is helpful?
This example includes a description of AXA’s forward-looking
indicators and the quantification of a ‘climate-value-at-risk’
metric outlining exposure.

A forward-looking “Climate VaR”

A forward-looking “Climate VaR”
A forward-looking “Climate VaR”

Taken together, the “policy risk” model combined with the “technology opportunities” model assess the downside costs
Taken together, the “policy risk” model combined with the “technology opportunities” model assess the downside costs
of climate
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a “Climate Value-at-Risk” (Climate VaR) per security in AXA’s portfolios.
a “Climate Value-at-Risk” (Climate VaR) per security in AXA’s portfolios.
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Because of the relationship established between interest cover and credit spread, this enables to determine the difference
that these costs could have on the credit spread of the issuer. Therefore, details about the default risk of the issuer, the
term structure of the bond and the implied cost of a 2ºC scenario are the determining factors in deriving a Climate VaR for
bonds.
Although AXA is still in a testing phase of this “Climate VaR” approach, some preliminary results can be shared, below.

CLIMATE VALUE AT RISK PORTFOLIO ANALYSIS FOR EQUITIES AND CORPORATE BONDS
Climate Value at Risk Portfolio Analysis for Equities
AXA Group – Equities Portfolio (total €16Bn)
Scenario

Climate VaR

Monetary Risk

Transition Risks potential costs and revenues (gross before tax and PB)
2°C Scenario
Resulting in potential costs
Green Technology Opportunities
Resulting in potential revenues

-3.7%

-$904M

+3.5%

+$841M

Weighted Risk Scenario
Aggregated Climate VaR

-0.3%

-$63M

We have covered 98% of AXA’s listed equities portfolio with this analysis. The Climate VaR for the AXA Group’s equities
portfolio is displayed in the first table above. It is worth noting that the policy risk analysis and technology opportunity
analysis results aggregately in a slight downside risk for the equity portfolio under a 2°C scenario. Sectors having the
highest potential costs are, in decreasing order, the utilities, transportation, energy, automobile and food/beverage.
Within each sector certain issuers are much better equipped to face the low carbon transition, even in typically high-risk
sectors such as utilities, energy, and materials. For instance, in the Materials sector, which contains large industries such
as cement and steel manufacturers, AXA’s investments are poised to gain value even under a 2°C scenario. This shows
that our portfolio managers, without having formally applied a “Climate VaR” approach to their investment decisions,
have selected companies that have higher “low carbon” innovation potential.

Default risk and spreads

We are still reviewing and assessing the detailed outputs of this experimental Climate VaR analysis in order to determine
whether it is sufficiently robust to be deployed on our Equity portfolios. Nevertheless, we have been able to cover 98% of
AXA’s listed equities portfolio by this analysis as of July 2017 and believe this work carries many insights into the muchresearched area of climate risk analysis.

Default risk and spreads
Climate Value at Risk Portfolio Analysis for Corporate Bonds
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Figure 5: Weighted average carbon intensity (tCO2e/$m sales) of corporate
credit and equities in Aviva’s shareholder and participating funds as at
31/12/2018. Source: Aviva/MSCI.
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We have the objective to reduce over time the carbon intensity
of our investment portfolio in order to reduce its sensitivity to an
increase in carbon prices. This could be achieved through reducing
our exposure to the most carbon intensive sectors such as utilities,
oil and gas, and building materials.
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In line with the TCFD guidelines, we monitor the carbon footprint of
our credit and equity portfolio on a regular basis. We measure the
“weighted average carbon
intensity”
Aviva
plc – i.e. the carbon intensity of
our portfolio weighted by the size of our investments. The carbon
Aviva plc’s Climate-Related Financial Disclosure 2018
intensity metric providesp11
a proxy assessment of a company’s
exposure to a potential increase in carbon prices and its exposure
to changes in climate and energy policies and a shift to low-carbon
technologies more generally.
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These Fresnillo extracts
display performance
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different areas, with
metrics presented with
five years’ worth of data.

2

2

FOR THE PHYSICAL IMPACT OF
CLIMATE CHANGE

What is helpful?

2

2018
2017
2016
2015
2014

Scope 1

2,043
951
1,913
853
1,761
706
1,648
673
1,586
577

Scope 2

3 Appendix B – examples 4 Appendix C – participants 5 Appendix D – regulatory
of developing practice

and process

and market initiatives

offers institutional investors unprecedented access to
a diversified portfolio of Swiss infrastructure facilities
Climate-related
corporate
reporting
and renewable
energy
companies. Due to client’s demand,
a successor strategy was launched in September 2017.

information

70
UBS Group AG

Climate-related metrics 2018
For the year ended
31.12.2018

31.12.2017

None

None

2.7

6.6

1.2

2.8

87.5
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Our Climate Strategy 2019
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Protecting our own assets
Risks
Identified significant climaterelated financial risk on balance sheet1
Carbonrelated assets (USD bn)2
Proportion of total net credit exposure (%)

What is helpful?
UBS Group AG presents its risks and opportunities, with
performance of the metrics presented across more than
one year.

Protecting our clients’ assets and mobilizing private and institutional capital
Climaterelated sustainable investments (USD bn)3

2.8

2.3

Total deal value in equity or debt capital market services related to climate
change mitigation and adaptation (CCMA) (USD bn)

Proportion of UBS clients’ total invested assets (%)

31.6

44.3

Total deal value of financial advisory services related to CCMA (USD bn)

24.9

5.5

Number of strategic transactions in support of Switzerland’s Energy Strategy 2050
Number of climaterelated shareholder resolutions voted upon
Proportion of supported climate-related shareholder resolutions (%)4

8

4

43

34

88.0

82.0

Reducing our own climate change impact
Greenhouse gas emissions
132

GHG footprint (kilotons CO2e)5
Percentage change from baseline 2004 (Target: –75% by 2020) (%)
Weighted carbon intensity of the Climate Aware equities strategy (in tons CO2e
per million of USD revenue)6
Compared to benchmark (FTSE Developed World Index) (%)

148

(63.4)

(59.0)

95.6

117.45

(55.7)

(44.0)

1 Methodologies for climaterelated financial risk are emerging and may change over time. In 2018, a group of 16 banks, including UBS, and UNEP FI have

partnered to refine methodologies for climaterelated risks and opportunities. 2 Total net credit exposure across Personal & Corporate Banking and the
Investment Bank, includes traded and banking products. Net of allowances, provisions, and hedges. As recommended by the TCFD, carbonrelated assets
are defined as assets tied to the energy and utilities sectors (Global Industry Classification Standard). Noncarbonrelated assets, such as renewables,
water utilities, and nuclear power excluded. For grid utilities, the national grid mix is applied. 2018 yearonyear drop attributed to planned reductions in
Energy and Utilities lending exposure within the Investment Bank. 3 Invested assets of products such as sustainably managed properties and infrastruc
ture, and renewable energy. 4 On all proposals that we supported, we voted against the recommendation provided by the issuer. 5 GHG footprint
equals gross GHG emissions minus GHG reductions from renewable energy and GHG offsets (gross GHG emissions include: direct GHG emissions by UBS;
indirect GHG emissions associated with the generation of imported / purchased electricity (grid average emission factor), heat or steam and other indirect
GHG emissions associated with business travel, paper consumption and waste disposal). A breakdown of our GHG emissions (scope 1, 2, 3) is available in
the UBS GRI Document 2018. 6 Yearonyear decrease of carbon intensity is mainly driven by higher carbon targets of the investment strategy. Carbon
intensity is based on scope 1 and 2 CO2 emissions of investee companies, which often rely on thirdparty estimates.
4
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agreement with the Ellen MacArthur Foundation (EMF)
to become a Global Partner. EMF is an organisation at the
forefront of the acceleration towards a circular economy
and our strategic partnership will support innovation
across the business and will help us to lead the way in
sustainability. Our partnership will also enable us to
further embed circular economy thinking into our
business, through training, awareness and new ways
of working.

MacArthur Foundation
• Further
Climate-related
corporatedevelop
reporting our reporting against the
TCFD2 recommendations

Our sustainability KPIs
Aim

We do this by

Reduce our CO2e per tonne of
production by 30% by 2030

Aim

Definition
Our total CO2e emissions including all direct (Scope 1) and
indirect emissions from energy consumption (Scope 2) divided
by our production volumes in tonnes.

100% sites hold chain of custody
certification
Definition Our performance

Why this is a KPI
As a manufacturing business, including a network of energy
intensive paper mills, we monitor, measure and manage our
carbon emissions to ensure that we meet relevant legal
requirements and reduce our emissions to limit the effects
aging must help
to protect
and build brands. Branding and
of climate
change.
ainability have become ever closer entwined — no brands
1
Performance
mmune to the2018
consumer
impact of
operating unsustainably.
Our performance
in the
past year
is due to a continued
aditional advertising
is in decline,
packaging
is an
investment
in energy efficiency
asingly vital chance
for consumers
to engage improvements.
with brands, This has
supported
by the ongoing
ng the use ofbeen
sustainable
packaging
essential.roll out of the ISO 50001
energy management system certification across our
hanging world,
packaging must
do more than protect
manufacturing
sites.
ucts, keep food and drink fresher for longer and minimise
2030
146 CO2e/tonne
y chain and product waste. Packaging must
dotarget:
all
s, sustainably.
193

All sites thatIntrade
orwe
manufacture
20181
delivered:timber-derivative
products to•hold
relevant
chain
custody
certification
6.1aper
cent like
for of
like
reduction
in CO2e per
(e.g. FSC, PEFC,
SFI).of production
tonne
• Our target to ensure 100 per cent of our sites
Why this is a KPI
hold chain of custody certification
Chain of custody schemes are widely recognised as a key
• 97 per cent of the papers used in our business
mechanism in ensuring and demonstrating to consumers the
are recycled or chain of custody certified
sustainable sourcing of a wide range of commodities including
• An improved or maintained strong performance
pulp and paper.
in key sustainability benchmarks
2018/19 Performance
In 20191
wethis
will:target, with 100 per cent of
In the year we
achieved
•
Continue
to
our nine
long-term
relevant sites now holdingdeliver
a chainagainst
of custody
certification.
sustainability targets
2018/19
target: 100%
• Begin delivery of key
circular economy
programmes in partnership with the Ellen
100
2018/19
MacArthur Foundation
95
• Further develop our reporting against the
2017/18
TCFD2 recommendations

2018

ng sustainability at the heart
2017
ugh our circular
business model, we put sustainability
e heart of our products and services and deliver packaging
2015
ions and recycling services that meet the evolving
(baseline)
rements of supply chains, customers and consumers.

206
209

2016/17

85

Our sustainability KPIs

1. Environmental sustainability data is reported on a calendar year basis
2. Taskforce
on Climate-related Financial Disclosures
Aim

etwork of packaging strategists, supported by our
vative Impact and PackRight Centres, are designing
aging that not only protects products and the resources
ted, but makes logistics more efficient, reduces supply
environmental impacts, replaces plastics and reduces
waste.

rimary raw material — fibre — is a renewable biomaterial
ced from either
recycling streams or
from sustainably
Quick read
Introduction
Regulatory and market
aged forests. Timber fibre, recyclable both in theory and overview
actice, is capable of being recycled up to 25 times.

• Putting sustainability at the heart
of our business
• Growing our recycling platform
• Delivering against our range of long-term
sustainability targets
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What is helpful?
DS Smith presents metrics relevant
to the business model, with targets,
progress, definitions and performance
across more than one year.

John Nguyen/PA Wire

Ellen MacArthur Foundation — Global Pa
We are proud to report that we have rece
agreement with the Ellen MacArthur Foun
to become a Global Partner. EMF is an org
forefront of the acceleration towards a ci
and our strategic partnership will support
across the business and will help us to lea
sustainability. Our partnership will also en
further embed circular economy thinking
business, through training, awareness an
of working.

Aim
Definition
Our total CO2e emissions including all direct (Scope 1) and
indirect emissions from energy consumption (Scope 2) divided
Investor expectations
A – questions
2 Appendix
by our production
volumes
in tonnes.3 Appendix B – examples 4 Appendix C – participants 5 Appendix D – regulatory
and company views
and recommended
of developing practice
and process
and market initiatives
Definition
disclosures
Why this is a KPI
All sites that trade or manufacture timber-de

100% sites hold chain of
certification

realise the benefits of lower costs.
• Our £107 million voluntary investment in Affordable
• Our
£107 million
voluntary
Affordable
Warmth
Solutions
acrossinvestment
2017-2019,insupports
Warmth
Solutions
across
2017-2019,
supports
addressing fuel poverty in the UK.
addressing fuel poverty in the UK.

allocated to address UK fuel poverty
allocated to address UK fuel poverty
since 2017
since 2017
Climate-related
corporate reporting

Decarbonisation
Decarbonisation

Climateevents
eventsduring
during
Climate
2018were
werewidespread
widespreadand
and
2018
some,
such
as
the
wildfires
some, such as the wildfires
California,impacted
impactedenergy
energy
ininCalifornia,
networks
significantly.
networks significantly.
Understandingthe
thesocial,
social,
Understanding
environmental
and
economic
environmental and economic
impacttotobusiness
business
impact
and
measuring
and measuring itsits
valueisislikely
likelytotobecome
become
value
more
important
result
more important asasa aresult
of
these
events.
of these events.
Carbon intensity of British electricity,
Carbon
intensity
British electricity,
2013-2018
(gCOof
2 /kWh)
2013-2018 (gCO2 /kWh)
529
529

477
477

443
443
330
330

266
266

248
248

Our response
Our response

UK
UK
During 2018, European carbon prices rose
During
European
carbon
rose
above2018,
€20/tonne;
three
times prices
the level
seen in
above
three
times
level
seen fuels
in
2017.€20/tonne;
This increase
was
likelythe
due
to fossil
2017.
This
increase
was
likely
due
to
fossil
fuels
burnt during abnormal weather conditions,
burnt
during
abnormal
weather
conditions,
as well
as the
reduction
in carbon
permits
asfrom
well 2019.
as theAlmost
reduction
in
carbon
permits
a third of electricity
was
from
2019. Almost
a third ofinelectricity
generated
by renewables
2018 Q3 was
generated
by
renewables
in
2018
Q3
(source: Gov.uk); however, gas remains
(source:
Gov.uk);
remains
the primary
fuel however,
source forgas
generation
the
primary
fuel
sourceGov.uk).
for generation
and
heating
(source:
and heating (source: Gov.uk).

• Reducing greenhouse gas emissions forms
• Reducing
greenhouse
gas
emissions
forms
part of the
Company’s
KPIs
(see page
18).
part
the also
Company’s
KPIsto(see
page Task
18).
Weofhave
committed
meeting
We
have
also
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to
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Task
Force on Climate-related Financial Disclosure
Force
on Climate-related
Disclosure
recommendations
in fullFinancial
(see pages
210 – 211).
recommendations in full (see pages 210 – 211).
• ‘Our Contribution’ environmental strategy focuses
• ‘Our
Contribution’
environmental
strategy
focuses
on the
areas where
we can make
a difference.
You
oncan
theread
areas
where
we
can
make
a
difference.
more about our approach and workYou
on
can
read
more
about
our
approach
and
work
on
page 41.
page 41.
• In November 2018, NGV confirmed £850 million
• InofNovember
2018,
NGV
confirmed
£850 million
investment
in the
Viking
Link interconnector
ofwith
investment
in the Viking Link interconnector
Denmark.
with Denmark.
• In both the UK and US, we are supporting the
• Inadoption
both the of
UKelectric
and US,
we arethrough
supporting
the point
vehicles
charge
adoption
of electric
vehiclesdecarbonising
through charge
point
infrastructure,
to support
transport
infrastructure,
to air
support
and improving
quality.decarbonising transport
and improving air quality.
• In March 2019, NGV signed an agreement to acquire
• InGeronimo
March 2019,
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Energy,
leading
of to
wind
and
Geronimo
Energy,
a
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developer
of
wind
solar generation assets based in Minneapolis,and
solar
generation
based
in Minneapolis,
Minnesota.
Thisassets
provides
National
Grid with a
Minnesota.
This provides
National
Grid and
withgrow
a
on which
to develop
solid foundation
solid
foundation
on
which
to
develop
grow
the US.
a large-scale renewable business inand
a large-scale renewable business in the US.
• Massachusetts, Rhode Island, and Connecticut
• Massachusetts,
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Island, of
and
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their
offshore wind
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announced
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totalling
1.4winning
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in Rhode
and
by National
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National Grid,
winning
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in technology
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the European
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spurred on by the European market.
• In June 2018, we published our Northeast US 80x50
• InPathway:
June 2018,
published
our Northeast
80x50
an we
integrated
blueprint
for New US
York
and
Pathway:
an integrated
blueprint
for New
and
New England
to reduce
greenhouse
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emissions
New
England
to
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greenhouse
gas
emissions
deeply below 1990 levels, while supporting
deeply
below
1990 levels,
while supporting
economic
growth
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affordability
economic
growth
and maintaining affordability
and customer
choice.
and customer choice.
• Our recently launched energy efficiency and solar
• Our
recently launched
energy
efficiency
and solar
allow our
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to shop
online
marketplaces
marketplaces
allow our
customers
to shop online
and receive instant
rebates
for energy-efficient
and
receivesuch
instant
energy-efficient
products
as rebates
LED lightforbulbs
and smart
products
such receive
as LED free
light quotes
bulbs and
smart
thermostats,
for solar
thermostats,
receive
free
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for
and compare financing options. solar
and compare financing options.

2013
2014
2015
2016
2017
2018
2013
2014
2015
2016
2017
2018
Source: nationalgridESO
Source: nationalgridESO
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2018/19 developments
2018/19 developments

US
US
State regulators continue to support renewable
State
regulators
continue
to support
renewable
energy.
For example,
a new
Massachusetts
energy.
new
energyFor
bill example,
approvedaby
theMassachusetts
Senate in June
energy
bill approved
by theoffshore
Senate in
June
2018 doubles
the state’s
wind
2018
doubles
the
state’s
offshore
wind
ambition to 3.2 GW by 2035, up from 1.6 GW
ambition
GW
by 2035,
up from
1.6 GW
by 2027.toIn3.2
New
York,
Governor
Cuomo
byannounced
2027. In New
York, Governor
Cuomo
a commitment
to 100%
carbonannounced
a commitment
to 100%acarbonfree electricity
by 2040, doubling
distributed
free
electricity
by
2040,
doubling
distributed
solar goal and more than triplinga the
state’s
solar
goal and
than tripling the state’s
offshore
windmore
target.
offshore wind target.
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What is helpful?
National Grid is presenting
information across
time, including recent
developments and future
plans.

3 Appendix B – examples 4 Appendix C – participants 5 Appendix D – regulatory
of developing practice

and process

and market initiatives

of the London Midlands franchise in December 2017, but it is also due to continuing improvements in energy efficiency alongside
on-going investment in low carbon, fuel efficient vehicles and rolling stock, as well as the lower CO2e conversion factor for electricity.
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Climate-related corporate reporting

* Emissions from air conditioning equipment in our premises and vehicles are not included in this analysis due to the difficulty in obtaining this data. These
emissions account for less than 0.5% of our total GHG emissions and are therefore not considered material.
2017/18

Total passenger journeys (m)
Total bus & rail mileage (m)

2016/17

1,244.88
713.9

2015/16

1,334.09
684.6

2014/15

1,297.23
675

Go-Ahead Group plc

1,239.89
617

CONSUMPTION

TCO2e

CONSUMPTION

TCO2e

CONSUMPTION

TCO2e

CONSUMPTION

TCO2e

6.1
22.1
31.3
53.4

1,118
4,062
5,759

3.7
19.1
34.3
53.4

685
3, 518
6,316

6
17
34
51

1,162
3,141
6,243

6.9
18.8
34.9
53.7

1,275
3,472
6,437

137.4
11.7

360,875
34,750
406,564

138.9
18.5

361,064
54,567
426,150

130
19

340,218
55,081
405,845

127.6
18.4

329,788
53,513
394,485

1389.3
18.4
83.5
0.2
102.0
1.7

393,266
5,382
23,634
47

1,371.4
17.7
90.6
0.1
108.3
0.8

482,135
6,232
31,852
34

1,369
15
90
0
105
69,570

564,076
6,034
37,183

1,283.5
14.7
85.4
0.0
100.1
0

593,213
6,806
39,460

Scope 1
Gas (buses) kwhs (m)
Gas premises (bus) (m)
Gas premises (rail) (m)
Gas (premises) total kwhs (m)
Bus diesel1
(10% bio-diesel blend) ltrs (m)
Rail diesel ltrs (m)
Total
Scope 2
Traction electricity kwhs (m)2
Elec premises (bus) (m)
Elec premises (Rail) (m)
Elec premises (Group) (m)
Site electricity kwhs (m)
Elec bus3
Total
Scope 3
Electricity – Transmission
and distribution (Total)
Out of scopes (Biogenic
content of bio-diesel)
Total
All Scopes kgsCO2e PPJ
All Scopes kgsCO2e/vehicle mile

489
422,818

289
520,542

29
607,322

volume growth. This should impr
clears. Structurally, there are als
patterns with more people workin
levels of internet shopping and m
activity. We are confident that bus
role to play in mobility especially w
growth and buses are part of the
of congestion and air quality. In th
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p32
technology and innovation to mak
attractive and easier to use. Our f
efficiency also continues. Recogn
nature of these trends, we are de
of transport with a number of init
Go-Ahead presents 4 years of GHG data,
plus discloses
the
provide
attractive
customer prop
world, which have the potential to
level of assurance over the data.

What is helpful?

0
639,479

36,027

48,669

54,932

52,798

7,858
873,268
0.70
1.22

9,373
1,004,735
0.75
1.47

7,894
1,075,993
0.82
1.59

11,040
1,097,802
0.88
1.78

1. Traction electricity consumption data relates to the period from 1 April 2017 to 31 March 2018. This provides the most accurate figure for consumption.
2. Electric bus electricity consumption includes an estimate for unbilled consumption during meter failure.
3. Local Singapore CO2e conversion factor used for electricity consumption UK CO2e conversion factor used for diesel consumption.

Energy consumption and CO2e figures have been verified by Bureau Veritas.

Patrick Butcher
Group Chief
Financial Officer

32

Quick read

The Go-Ahead Group plc

Introduction

Annual Report and Accounts 2018

Regulatory and market
overview

1

Investor expectations
and company views

2 Appendix A – questions
and recommended
disclosures

3 Appendix B – examples 4 Appendix C – participants 5 Appendix D – regulatory
of developing practice

and process

and market initiatives

e
on

nge
isk
nt
water
ter
ng in
nd
s’
hip.

and have set themselves goals to reduce
GHGs in line with the Paris Agreement
Climate-related
corporate
reporting
on climate change
which
aims to limit
global temperature rises to no more than
2 degrees Celsius, and ideally 1.5 degrees,
by the end of the century. For example:
– AB Sugar is committed to reducing its
end-to-end supply chain CO2 footprints
by 30% by 2030;
– Illovo Sugar is committed to reducing
GHG emissions by 10.7% by 2020
How
webaseline);
report our
(2010

GHG
emissions
– AB Agri has a target to reduce its

operational
footprint,
including GHG
We welcome
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recommendations
of the
by 20% between
2014
Taskemissions,
Force on Climate-related
Financial
and 2024;
and for corporate disclosure
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on climate risk and will continue to monitor
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environment through a range of activities
such asthis
reducing
itshave
use of
synthetic
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reported our GHG emissions using a
format which represented the sources
of emissions aligned with the nature of
our operations.
We now report our emissions into the
three scopes and out of scope which
enables us to analyse the emissions over
which we have direct control and those
generated in our wider value chain. Our
scope 1 and 2 emissions occur as a result
of activities we directly control on our sites.
Scope 3 emissions occur as a result of
Scope
1 emissions
are from energy
we
indirect
activities throughout
our value
generate,
owned
transport,
agriculture,
chain. For
Associated
British
Foods, we
on-site
water treatment
andparty
air
reportwaste
the emissions
from third
conditioning.
Also scope
included
transport within
3. are the
emissions from our production processes
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also
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the emissions
classified as
such
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baking,
fermentation
of yeast
scope’and
which
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make
ethanol
production.
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resulting
from theaccount
use of renewable
Scope
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are considered to be net zero,
ofAs
ourthese
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Overall, our in-scope GHG emissions this
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Scope 3 emissions occur as a result of
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year are 4.97 million tonnes of CO2e which
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while
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sequestered,
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Updates
on
our
priorities
Previously, we reported our total emissions
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biological carbon cycle. If we total our
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What is helpful?
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g

greenhouse
gas emissions
(Scopes 1, 2 and 3)

Overview Updates on our group priorities

17

Scope
3 –carbon
indirectcycle.
emissions
fromour
use of third burning
party of renewable fuels to create
biological
If we total
transport
813 rather than 814
in-scope and out of scope emissions,
energy used by our sites,
emissions from renewable fuels
using fossil fuels.
account
for 43% of all our greenhouse
Total
emissions
gas emissions.
(Scopes
1, 2 & 3)
4,966
5,057

2%

Emission intensity (Scope 1 and 2)

£1m of revenue £1m of revenue

Emissions are calculated in alignment with the WRI/WBCSD GHG Protocol Corporate Accounting and Reporting
Standard Revised and have been calculated using carbon conversion factors published by BEIS in August 2018, other
internationally recognised sources and bespoke factors based on laboratory calculations at selected locations. This
includes all activities where we have operational control. Location based renewable energy has been calculated in
accordance with the March 2015 WRI/WBCSD GHG Scope 2 Guidance on procured renewable energy. ABF are
unable to report a market-based emission this year but will look to do so in the future. For 2017 and 2018, Scope 3
emissions are our third-party transport emissions only. See ‘Our CR Reporting Guidance 2018’ for more detail.
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5,057
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2,785
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2,869 disclosures
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3,711
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0.24
3,651
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5

of greenhouse gases in the atmosphere. We
focused on a best-case scenario, where global
average temperature increases by two degrees,
and a worst-case scenario, with a temperature
increase of four degrees.

Climate-related corporate reporting

What is helpful?

The extracts over the following pages show linkage of information to the business
model and strategy, including linkage across
Our findings
reports, and time, between metrics and qualitative disclosures putting the disclosures in context.

In the period up to 2030, our analysis showed
risks of natural hazards are unlikely to increase
in a material way as a direct result of climate
change. Natural weather variability will continue,

which means storms and flooding could
continue to affect our assets. We also found
that an increase in average temperature is
likely to affect our operational costs of cooling
and heating, but not in a financially material
way. Our modelling shows the requirements
for more cooling, but less heating, will broadly
cancel each other out when it comes to costs.

The likelihood of future weather events was
modelled based on the four Representative
Concentration Pathways (RCPs) which are
used by the Intergovernmental Panel on Climate
Change (IPCC) to illustrate future concentrations
of greenhouse gases in the atmosphere. We
focused on a best-case scenario, where global
average temperature increases by two degrees,
and a worst-case scenario, with a temperature
increase of four degrees.

The effects beyond 2030 are likely to be
different. The risk of inland flood, coastal flood
and windstorm will increase. The impact of
these hazards will become more relevant
towards 2050, resulting in an increased negative
impact on the current Landsec portfolio if our
control measures remain the same.

Our findings
In the period up to 2030, our analysis showed
risks of natural hazards are unlikely to increase
in a material way as a direct result of climate
change. Natural weather variability will continue,

Quick read

Introduction

Our response
Because the lifetime of our assets can be
anything between five and 50 years, we need
to take action to address risks now. Through
our Responsible Property Investment Policy
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2030, we may need to consider selling assets
with high residual risk from natural hazards.
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To assess these risks we have worked with
Willis Towers Watson, conducting research
using stochastic modelling to help determine
the likelihood of potential weather patterns
and natural hazards. The modelling looked
at how future weather patterns are likely to
impact our assets over two time horizons:
up to 2030 and beyond 2030.
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TCFD: Data sources

Table 30

Projections

Analysis

2017 analysis

2019 analysis

Source

Energy Consumption

Modelling

Now out of date

Updated

UKCP18 previously CMIP5

Flood Risk

Exposure & Scoring

Now out of date

Updated

Swiss Re CatNet; Munich Re NATHAN

Probabilistic Modelling

Current

No update minimal impact

CCRA Report 2017; (Next update 2022 )

Sea Level Rise

Exposure & Scoring

Now out of date

Updated

UKCP18 previously CCRA 2017 after UKCP09

Windstorm

Probabilistic Modelling

Current

No update minimal impact

ABI Report 2017

Temperature

Review

Now out of date

Updated

UKCP18 previously CMIP5

Precipitation

Review

Now out of date

Updated

UKCP18 previously CMIP5

TCFD Metrics and targets

Table 29

Financial category

Climate related category

Metric

Unit of measure

Revenues

Risk Adaptation & Mitigation

Revenues

Risk Adaptation & Mitigation

Revenues
Expenditures

Risk Adaptation & Mitigation
Risk Adaptation & Mitigation

Revenues/savings from investments in low-carbon alternatives
(e.g., R&D, equipment, products, services)
Avoided energy consumption costs benefitting customers in year,
measured against 2013/14 baseline
Percentage of revenues derived from BREEAM certified assets
Expenditures (OpEx) for low-carbon alternatives (e.g., R&D, technology,
products, services)
Total energy consumption
Proportion of energy consumption from renewable sources
Total electricity consumption
Proportion of electricity consumption from renewable sources
Total fuel consumption (i.e. gas)
Proportion of fuel consumption from renewable sources (i.e. green gas)
Total building energy intensity by floor area
Forecast change in energy cost by 2100, four-degree scenario
Percent of fresh water withdrawn in regions with high or extremely high
baseline water stress
Total building water intensity by floor area
Total GHG emissions intensity by floor area
Percentage floor area of portfolio exposed a 10-20% risk of inland, coastal
and flash flooding in a ten-year period
Percentage value of portfolio exposed to a 10-20% risk of inland, coastal
and flash flooding in a ten-year period4
Insured value of assets exposed to possible significant increase in river flood
risk due to climate change
Insured value of assets exposed to possible significant increase in coastal
flood risk due to climate change
Percentage of portfolio which is BREEAM certified
Percentage of portfolio which is BREEAM certified

Energy/Fuel
Energy/Fuel
Energy/Fuel
Energy/Fuel
Energy/Fuel
Energy/Fuel
Energy/Fuel
Energy/Fuel
Water

Assets

Water
GHG Emissions
Location
Location
Location
Location
Risk Adaptation & Mitigation
Risk Adaptation & Mitigation
Risk Adaptation & Mitigation
Risk Adaptation & Mitigation

1
2
3
4
5
6
7

Investment (CapEx) in low-carbon alternatives (e.g., capital equipment
or assets)
Costs of obtaining Energy Performance Certificates for assets which
are not currently certified7

Landsec 2017/18

2018/19

£

1,538,662.58

1,918,389.31

£

–

£4.0m1

£
£

56%
1,716,526,526.10

57%
1,457,997.84

kWh
%
kWh
%
kWh
%
kWh/m2
£
m3

265,723,992.15 265,571,273.86
64%
66%
167,507,064.49 167,590,019.79
93%
96%
86,337,790.66
81,310,160.07
17%
16%
144
142
–
£0.9m2
0
0

m3/m2
tCO2e/m2
% floor area
% Value

0.57
0.0523
0.4%

0.56
0.043
0.3%

1.5%

1.4%

£

£5.7m

£7.0m5

£

£281m

£257.3m6

% floor area
% portfolio
value
£

40.1%
61%

40.2%
60%

4,402,019.00

2,377,136.00

–

£0.3m

£

Consumption costs measured in 2018/19, based on comparable floor area from 2013/14 portfolio.
Increase in cooling costs offset by decrease in gas costs.
This figure is based on absolute energy across scopes 1,2 and 3.
Based on a return period of 50-100 years meaning there is a 1-2% chance every year or 10-20% in the next 10 years that flooding would occur.
Acquired one new asset in river flood risk zone.
Divested two assets in coastal flood risk zone.
30% of our assets must obtain an EPC before 2023.
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also committed to delivering net gain through our development pipeline,
the organisation (2018: 24.4%; 2019: 19.5%).
and our 21 Moorfields development will deliver over 1,700m2 of new green
walls, trees
and
plants,
totalling 76 different species. We are developing
Health,
Safety
and
Security
a strategy for Maintain
all futurean
developments
to deliver of
nethealth,
gain. safety and
Commitment:
exceptional standard
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Creating Jobs and Opportunities

elopment
ross our

security in all the working environments we control.
Wellbeing
Commitment:
Performance:
OnEnsure
track. our buildings are designed and managed to
wellbeing
Wemaximise
continually
prepareand
theproductivity.
business to anticipate and respond to

Performance: Complete.
Since 2011 we’ve secured employment for 1,336 people furthest from
the job market through our programme. In the year we secured 187
jobs, 105 in London and 82 in Retail. To deliver on this commitment,
we launched the UK’s first-ever aerial window cleaning training
academy at Her Majesty’s Prison & Young Offender Institution Isis, and
Ambition:Leeds, a new training academy for retail and hospitality talent,
responding to demand from retailers for more skilled recruits ready to
join their workforce. Toward the end of the year, we set an ambitious
new commitment to create £25m of social value by 2025 through our
community employment activities.

incidents and this year have enhanced our security training and advice
Performance: On track.
for employees and partners. We continue to lead and participate
Using learnings from our 80-100 Victoria Street project we’ve adopted
in a number of cross-industry forums in the fields of health, safety
wellbeing clauses in our engineering specifications and design briefs. This
and security.
will ensure our developments deliver specific wellbeing outcomes and that
customers
are
not prevented
from achieving
WELL™
standard during
This
year we’ve
again
we maintained
our OHSASthe
18001
certification
their100%
fit out.
office
focus
on the
delivery of
across
ofOur
our commercial
sites. Following
thedevelopments
Grenfell fire, we
worked
closely
optimal
air and
water quality,
daylighting,
acousticto
and
thermal
with
customers,
partners
and other
key stakeholders
consider
thecomfort.
In addition
to core technical
design
factors,
we’re focusing on delivering
potential
ramifications
of cladding
across
our portfolio.
wellbeing features, with our 21 Moorfields development featuring a
central atrium and glazed stairwells to maximise penetration of daylight,
a Zen garden and staff wellness centre.

Climate-Related Risks and Opportunities

total
of jobsthe
secured
Chart 101
WeCumulative
are committed
tonumber
implementing
recommendations of the Task
Force
on Climate-Related Financial Disclosures (TCFD). As an owner and
1,400
operator of property, our business is exposed to both risk and opportunity
1,336
1,200
from
climate change. Here we provide data and insight about the
climate-related
risks and opportunities which are relevant to 1,149
our business.
1,000
962
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projects
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daylight,

The800
nature and level of climate-related risk is dependent on government,
779 and long term. In the event
business
and society’s response in the short
600
of a strong response to climate583
change in the short term up to 2030, our
400
business
will be affected
in positive and negative ways by the transition
426
period.
200 With a limited response to climate change, our business will be
affected in206
the long term past 2030 by physical effects such as extreme
0
weather and higher temperatures.
2013

2014

2015

2016

2017

2018

Jobs
Target
Our exposure
to climate risk is determined through analysis of our
property portfolio, using climate and natural hazard databases such
asFairness
SwissRe CatNet™ and MunichRe NATHAN™, and is further adjusted
Commitment:
By 2020, ensure
everyoneincorporates
working on the
our Met
behalf,
in an
based
on expert judgement.
Our research
Office
environment
we control,
is given equal
protected
from
Climate
Projections
2018 (UKCP18),
whichopportunities,
are widely accepted
as the
discrimination
and paidfor
athow
leastclimate
the Foundation
Living
Wage.
most
accurate forecasts
change will
affect
the climate
and weather in the UK.
Performance: On track.
We continue
to be anwe
accredited
Livingour
Wage
employer,
both forinour
Based
on our analysis,
are confident
strategy
for investing
employeesassets
and those
working
on our behalf.
This year
weresilient
joined the
high-quality
in primary
locations
will continue
to be
in
Living
WageHowever,
Employers’
Group, a cross-industry
partnership
tasked
this
scenario.
to maintain
an effective strategy
we will
need with
adoption
of Foundation
Livingchange
Wage rates
in the
supply chain.
todriving
increase
our prioritisation
of climate
factors
in investment,
In the year we
out due-diligence
development
andcarried
divestment
decisions. in our service and construction
partner’s organisations to gauge adherence to our Living Wage
Our
approach toResults
climateindicate
risk andthere
opportunity
is discussed
further
commitment.
are some
areas where
ratesunder
are
principal
risksmet,
andwe
uncertainties
onengagement
page 59. Full disclosure
of climate
not being
will focus our
on these areas
in the
change scenarios and how they may affect our business are included
in our Sustainability Performance and Data Report at landsec.com/
190
Landsec Annual Report 2019
sustainability.

Climate-Related Financial Metrics

Value of BREEAM certified assets

Table 105
% change

Percentage of total portfolio value
Rental income derived from BREEAM
certified assets

0.2%

Quick
read of rental income
Percentage

0.2%

Operational expenditure in lowcarbon equipment and products

0.2%

2019

BREEAM certified space

2018/19

certified (m2)
90

2017/181

% change

102
40.1% Chart0.2%

0.2%

0.2%

0.2%

Excellent
70

19.4%

19.3%

0.2%

Very
60 Good

17.7%

17.7%

0.2%

2.9%

2.9%

(0.6)%

Outstanding
80

Good
/ Pass
50
40

1. 2017/18 figures have been restated to account for information related to the entire
30portfolio, including properties outside our operational control (e.g. FRIs).
20

The table above outlines the percentage of our portfolio certified by
10
BREEAM,
and the breakdown of ratings. BREEAM is an established
0
assessment
method and rating system for buildings and continues
2019
2024 for 2029
2034 design.
2039
2044
2050
to be a2014
valuable
benchmark
sustainable
Landsec pathway – target

Sector pathway

Landsec pathway – actual

Landsec pathway – projected

Based on our analysis, we are confident our strategy for investing in
high-quality
assets in primary
Annual Report
2019 locations will continue to be resilient in
this scenario. However, to maintain an effective strategy we will need
p129
to increase our prioritisation of climate change factors in investment,
development and divestment decisions.
Our approach to climate risk and opportunity is discussed further under
principal risks and uncertainties on page 59. Full disclosure of climate
change scenarios and how they may affect our business are included
in our Sustainability Performance and Data Report at landsec.com/
sustainability.
Climate-Related Financial Metrics

Carbon
Commitment:
Reducecertifications
carbon intensity (kgCO2e/m2) by 40% by 2030
Green building
compared with a 2013/14 baseline, for property under our management
for at least two years.
Table 105
Landsec
carbon
emissions
intensity pathway
40.2%
% of floor
area which
is BREEAM
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Efficient Use of Natural Resources

Kg CO2e/m2

ipeline
ess

Community employment
Commitment: Help a total of 1,200 people furthest from the jobs
market to secure employment by 2020.

property portfolio, using climate and natural hazard databases such
as SwissRe CatNet™ and MunichRe NATHAN™, and is further adjusted
based on expert judgement. Our research incorporates the Met Office
Climate Projections 2018 (UKCP18), which are widely accepted as the
most accurate forecasts for how climate change will affect the climate
and weather in the UK.

Performance: On track.
We’ve reduced carbon intensity by 39.8% compared to 2013/14 baseline,
significantly outperforming our target pathway. This is an improvement
compared to the 2017/18 reduction of 28.6%. These reductions have been
achieved through a combination of energy efficiency projects, changes
in our
in emissions
factors.
192 portfolio, and changesLandsec
Annual Report
2019In the year we’ve
successfully transitioned projects in our development pipeline away from

Value of BREEAM certified assets
Percentage of total portfolio value
Rental income derived from BREEAM
certified assets

Table 106
2018/19
£m

2017/18
£m

8,283

8,631

60%

61%

(1)%

387

369

18

Change
£m

(348)

57%

56%

1%

Operational expenditure in lowcarbon equipment and products

1

1

–

Savings from investments in
low-carbon equipment and products

1

1

–

Capital expenditure in low-carbon
equipment and products

4

5

(1)

Avoided energy consumption costs
measured against 2013/14 baseline

4

3

1

Forecast increase in energy costs
resulting from climate change
by 2100

1

1

–

Insured value of assets exposed to
possible significant increase in river
flood risk due to climate change
by 2100

7

6

1

257

281

Percentage of rental income

Insured value of assets exposed to
possible significant increase in
coastal flood risk due to climate
change by 2100

(24)

Table 106
2018/19
£m

2017/18
£m
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8,631

60%

61%
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Process

Companies

Investors

Participants join projects by responding to a public call
or being approached by the Lab. An iterative approach
is taken, with additional participants sought during the
project, though it is not intended that the participants
represent a statistical sample. References made to views
of ‘companies’ and ‘investors’ refer to the individuals
from companies and investment organisations that
participated in this project, but it may not necessarily
reflect the views, policies or commitments of the
individual companies. Views do not necessarily represent
those of the participants’ companies or organisations.

A range of companies have discussed their reporting
and views on the issues, but the following are those
organisations with which we have had more in-depth
discussions:

- Aberdeen Standard Investments
- Artemis Investment Management
- Asset Management One
- Blackrock
- BMO GAM
- British Columbia Investment Management
- Church Commissioners of England
- CCLA Investments
- Data User Workshop Group
- Evenlode Investments
- Glass Lewis
- Hermes Investment Management
- HSBC Global Asset Management
- IFM Investors
- Institutional Investor Group on Climate Change
- Invesco
- Japan Stewardship Forum
- Lazard Asset Management
- Legal and General Investment Management
- Martin Currie Investment Management
- M&G
- Merian Global Investors
- Moodys Investor Services
- National Employment Savings Trust (NEST)
- Neuberger Berman
- Norges Bank Investment Management
- NYC Office of the Comptroller
- RBC Global Asset Management
- Royal London Asset Management
- RPMI Railpen
- Sarasin Investment Partners
- S&P Global
- Schroders Investment Management
- Sustainalytics
- Sustainabiliy Accounting Standards Board
- Trucost
- UK Sustainable Investment Forum
- Universities Superannuation Scheme
- Retail Investor Representatives (2)
- US Institutional Investors (5)

Views were received from a range of UK and
international institutional investors, analysts and retail
investors through a series of in-depth interviews and
roundtables. We also heard from a range of companies
through FRC-led roundtables, one-to-one interviews or
roundtables with other agencies.
Thank you to the design agency Superunion for holding a
roundtable at which we were able to gather a company
perspective. Thank you also to the Institute of Chartered
Secretaries and Administrators and the Joint Forum of
Actuarial Regulation for allowing us to attend meetings
to gain valuable insights from their perspectives.

- Aviva plc
- DS Smith plc
- Fujitsu Laboratories of Europe
- Fresnillo plc
- Halma plc
- Howdens plc
- HSBC Holdings plc
- InterContinental Hotels Group plc
- Land Securities Group plc
- National Grid plc
- Nestle S.A.
- Oil Search Ltd
- Olam International Ltd
- SSE plc
- Thames Water Utilities Ltd
- Unilever plc
- Vodafone plc

Participants
Thank you to all of the participants for contributing
their time to this project.
The Lab received a great deal of support from a wide
range of organisations throughout this project,
particularly those organisations that have been working
on climate-related issues for a number of years. This
assistance has been invaluable, and we thank these
organisations for giving so generously of their time.
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Section 5

Appendix D – regulatory and
market initiatives
This section covers the main regulatory and market initiatives relevant to companies’ disclosure on climate change.
There has been a lot of recent change in the external environment and this is not intended to be a comprehensive
coverage of all initiatives, frameworks and legal and regulatory requirements which may be relevant.
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Regulatory and market initiatives
While in the UK there is no requirement to report on climate change specifically, there
are many reporting requirements that may require companies to address climaterelated issues.

out in section 172(1)(a) to (f) of the Companies Act when performing their duties
under section 172, which in section (1)(d) relates to the impact of the company's
operations on the community and the environment.

Reporting requirements

Since 2013 UK quoted companies have been required to report their annual
greenhouse gas (GHG) emissions in the Director’s Report. Companies must disclose
their Scope 1 and Scope 2 emissions, and an intensity ratio.

Companies Act 2006
There are a number of sections of the Companies Act 2006 that may encourage, or
require disclosure of climate-related matters. For example, section 414C provides that:
“	The strategic report must contain… (2)(b) a description of the principal risks and
uncertainties facing the company… [and] (4) The review must, to the extent necessary
for an understanding of the development, performance or position of the company’s
business, include… (b) where appropriate, analysis using other key performance
indicators, including information relating to environmental matters and employee
matters.”
Sections 414C (7) requires disclosures, to the extent necessary for an understanding of
the development, performance or position of the company’s business, on the impact of
the company’s business on the environment.
Disclosures regarding principal risks and uncertainties may also be required under the
Companies Act where climate-related issues are material, and will likely form part of
the newer section 414CB requirement to consider the principal risks that the company
poses to the outside world more generally.
Section 172 requires that:

Streamlined Energy and Carbon Reporting
As of April 2019, companies have had to report in accordance with the Streamlined
Energy and Carbon Reporting (SECR) scheme. The regulations introduced reporting
requirements for large unquoted companies and for limited liability partnerships
(LLP), and include additional disclosure requirements for quoted companies. The
Environmental Reporting Guidelines contain details of what is required by SECR over
and above previous requirements, including reporting to total global energy use,
energy efficiency action as well as the methodology used to calculate the disclosure
requirements. The FRC is developing an XBRL taxonomy for the tagging of SECR-related
information. This may include some TCFD-specific tags.

Disclosure and Transparency Rules
There are a number of areas of the FCA's rules that may also require disclosure of
climate-related issues. For example, under the FCA’s Disclosure and Transparency
Rules the annual financial report must contain a number of elements, including a
management report (DTR 4.1.5). Under DTR 4.1.8 R, “The management report must
contain… (2) a description of the principal risks and uncertainties facing the issuer.”

“	A director of a company must act in the way he considers, in good faith, would be
most likely to promote the success of the company for the benefit of its members
as a whole, and in doing so have regard (amongst other matters) to— (a)the likely
consequences of any decision in the long term… (d)the impact of the company's
operations on the community and the environment”.

FRC guidance

There may also be financial statements implications for some companies that will need
to be disclosed.

In addition, in the 2016 year end advice letter, the FRC encouraged companies to
consider a broad range of factors, including climate change, when determining the
principal risks and uncertainties facing the business.

In their Strategic Reporting, companies are now also required to include a Section
172(1) statement describing how directors have had regard to the matters set
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The 2018 Guidance on the Strategic Report provides further detail of where companies
may need to consider climate change, including within their disclosures on their
business environment, and principal risks and uncertainties.
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The FRC’s Corporate Reporting Review function has received a number of complaints
regarding a perceived lack of sufficient disclosure on climate change issues, particularly
in the principal risks and uncertainties section of the Strategic Report. An overview of
this activity is included in the FRC’s Annual Review of Corporate Reporting.
The updated UK Corporate Governance Code requires Boards to discuss how the
matters (including impact of the environment) set out in section 172 of the Companies
Act 2006 have been taken into account. Provision 1 of the 2018 Corporate Governance
Code states that “the board should assess the basis on which the company generates
and preserves value over the long-term. It should describe in the annual report how
opportunities and risks to the future success of the business have been considered and
addressed, the sustainability of the company’s business model and how its governance
contributes to the delivery of its strategy.”
The proposed UK Stewardship Code requires signatories to take into account material
environmental, social and governance factors, such as climate change, when fulfilling
their stewardship responsibilities.

Green Finance Strategy
The FRC published a joint regulatory statement on climate change alongside the PRA,
FCA and TPR on 2 July. The FRC also issued a separate statement.
These statements were released to coincide with the launch of the Government’s
Green Finance Strategy. The strategy set out the Government’s expectation that
all listed companies and large asset owners should disclose in line with TCFD
recommendations by 2022. It also launched a regulatory ‘taskforce’ to discuss the most
effective way to approach reporting, including exploring mandatory requirements.

Other regulatory activity
The PRA published a Supervisory Statement in April 2019 which sets out expectations
for banks’ and insurers’ approaches to managing the financial risks from climate
change. It states that “while the financial risks from climate change may crystallise in
full over longer time horizons, they are also becoming apparent now. In terms of the
current approach, the Supervisory Statement notes that while firms are enhancing their
approaches to managing the financial risks from climate change, “few firms are taking a
strategic approach that considers how actions today affect future financial risks”.
The Network for Greening the Financial System, of which the Bank of England is a
member, made several recommendations from the perspective of Central Banks as to
what is needed for better disclosure of climate risks.
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In October 2018 the FCA released a discussion paper on climate change and green
finance, stating “climate change is likely to have a significant impact on the UK’s
economy and financial services market”, and the discussion paper explains how climate
change-related matters are relevant to their statutory objective. The FCA notes that,
not only that those they regulate must ensure they have adequate controls in place
for considering risks, including those from climate change, but also responding to
increasing demand for ‘green’ financial services products. On 16 October the FCA
published a Feedback Statement summarising the responses they received from
stakeholders and their intended actions and next steps.
In addition, the PRA and FCA have established the Climate Financial Risk Forum (CFRF)
to “build capacity and share best practice across financial regulators and industry to
advance financial sector responses to the financial risks from climate change”. The
Forum aims to address climate-related financial risks by developing practical tools and
approaches.
The Pensions Regulator’s Updated Guidance on DC Schemes provides guidance
to pensions trustees as they meet the extended disclosure requirements for their
Statement of Investment Principles to include material environmental, social and
governance matters.

European activity
In March 2018 the European Commission released its Sustainable Finance Action
Plan proposing changes to the policy framework better to integrate sustainability
considerations and mobilise sustainable growth. This Action Plan builds on the work of
the High-Level Expert Group on Sustainable Finance.
The EU’s Non-Financial Reporting Directive (NFRD) requires large companies to publish
regular reports on the social and environmental impacts of their activities. It requires,
for example, the disclosure of a non-financial information statement.
In June 2019, the Technical Expert Group on Sustainable Finance (TEG) released a
number of reports, including updated guidelines for the Non- Financial Reporting
Directive to include advice on how to align disclosures with the recommendations
of the TCFD; a Technical Report on its work on the development of a classification
system for environmentally sustainable economic activities (an EU classification system
for sustainable activities, i.e. an EU taxonomy, with separate sections for mitigation
and adaptation); and an Interim Report on climate benchmarks and benchmarks’
environmental, social and governance disclosures. The updated NFRD guidance
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provides that “Given the systemic and pervasive impacts of climate change, most
companies under the scope of the Directive are likely to conclude that climate is a
material issue… Companies that conclude that climate is not a material issue are
advised to consider making a statement to that effect, explaining how that conclusion
has been reached.” It also provides a range of other suggestions regarding disclosure
on climate-related issues.
The European Financial Reporting Advisory Group set up a European Corporate
Reporting Lab in 2018. Drawing members from across Europe, the first project of the
Lab is focusing on reporting on climate change issues and is likely to report later in 2019.
Asset managers and owners have also been the focus of regulatory activity in the EU.
For example, the Shareholder Rights Directive requires disclosures, some on a comply
or explain basis, by institutional investors about their investment strategies, and how
topics such as strategy, financial and non-financial performance and risk and social and
environmental impact are taken into account in their investment processes.

Reports on climate change – references
There are a range of reports on the topic of climate change, however, below are listed
reports from two organisations which are particularly relevant because of the scope
and timing of their reports.
The Committee on Climate Change (CCC) provides independent advice to government
on building a low-carbon economy and preparing for climate change. It provides
Progress Reports to Government on an annual basis, including, in 2019 Reducing UK
emissions – 2019 Progress Report to Parliament and Progress in preparing for climate
change – 2019 Progress Report to Parliament. The Progress Report includes a chapter
devoted to business, part of which focusses on reporting and disclosures. This chapter
highlights that in relation to progress in disclosure and investor action, the mitigation/
transition approach is more advanced that the adaptation/physical approach.
The CCC also published its assessment of the UK’s long-term emissions targets in Net
Zero – The UK’s contribution to stopping global warming.
The Intergovernmental Panel on Climate Change (IPCC) is the United Nations body for
assessing the science related to climate change. It provides policymakers with regular
scientific assessments on climate change, its implications and potential future risks, as
well as to put forward adaptation and mitigation options. In 2018 it published a special
report on the impacts of global warming of 1.5 °C above pre-industrial levels and
related global greenhouse gas emission pathways.
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IPCC, 2018: Global Warming of 1.5°C.An IPCC Special Report on the impacts of
global warming of 1.5°C above pre-industrial levels and related global greenhouse
gas emission pathways, in the context of strengthening the global response to the
threat of climate change, sustainable development, and efforts to eradicate poverty
looks at the impacts of global warming at the 1.5°C level. It shows how emissions can
be brought to zero by mid-century stay within the small remaining carbon budget
for limiting global warming to 1.5°C, why is it necessary and even vital to maintain
the global temperature increase below 1.5°C versus higher levels, the feasibility of
mitigation and adaptation options and the interaction of climate change issues with
sustainable development challenges.
The IPCC’s report is often quoted as a source of information by companies and
investors, as it offers four representative pathways for the ways in which a rise of 1.5°C
may be met. These are often referred to as the IPCC ‘scenarios’.

Wider market initiatives and action
There is a lot of activity in this area, and as such this appendix acts only as an overview
of some of the frameworks, programmes, organisations and tools discussed with
participants throughout this project.
The recommendations from the Task Force for Climate-related Disclosures (TCFD) have
been endorsed by many signatories and companies are beginning to publicly signal
their intention to, or have already begun to adopt the recommendations. The TCFD
recommendations are structured around four core elements: governance, strategy,
risk management, and metrics and targets. The TCFD also highlights that companies
should consider how both physical and adaptation/transition aspects of climate change
will affect their company. While they are voluntary recommendations, many other
frameworks and initiatives are moving towards alignments with the principles of TCFD,
such as the CDP questionnaire. Many governments (including the UK), investment
organisations, companies and other reporting frameworks have publicly supported the
TCFD.
The Climate Disclosure Standards Board (CDSB) provide a framework that sets
out an approach for reporting environmental information, natural capital and
associated business impacts. The framework has been updated to align with the TCFD
recommendations. The CDSB website also hosts a guide on scenario analysis, proposing
a two-stage process for creating key outputs - How can companies considering TCFD
recommended scenario analysis provide disclosures that help investors: a short guide.
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The CDSB also hosts the TCFD Knowledge Hub, which provides best practice examples
of reporting. The TCFD hub has also recently been updated with a series of online
courses designed to help organisations fill the knowledge gap and enhance their
disclosures of climate-related information. Current courses are as follows: Introduction
to climate-related disclosures – starting your climate journey; Understanding
the recommendations of the TCFD; and Embedding climate change into financial
management – climate-related reporting for accountants.

Carbon Tracker is an independent financial think tank that carries out in-depth analysis
on the impact of the energy transition on capital markets and the potential investment
in high-cost, carbon-intensive fossil fuels. It has been working in this area for a number
of years, including developing in-depth research on stranded assets. Its most recent
report, Reporting for a Secure Climate, includes a model disclosure for the upstream
oil and gas sector which addresses current reporting requirements and fits within the
TCFD framework.

The Sustainability Accounting Standards Board’s (SASB) mission is to help businesses
identify, manage and report on the sustainability topics that matter most to their
investors. They offer standards that are specific for each industry, and a materiality
map for businesses in those industries to identify material topics. SASB describe five
materiality dimensions, and the ‘Physical Impacts of Climate Change’ falls under the
Business Model and Innovation dimension.

The Science Based Targets Initiative assists companies in setting, and assessing,
whether their targets for greenhouse gas emissions reduction are within scientific
boundaries. “Targets adopted by companies to reduce greenhouse gas emissions are
considered ‘science-based’ if they are in line with what the latest climate science says
is necessary to meet the goals of the Paris Agreement—to limit global warming to wellbelow 2°C above pre- industrial levels and pursue efforts to limit warming to 1.5°C”.

The CDSB and SASB also joined forces to launch a TCFD Implementation Guide,
addressing how the SASB Standards and CDSB framework can be used to enhance
climate-related reporting and align with TCFD. These two organisations have also
published the TCFD Good Practice Handbook – A companion Guide to the TCFD
Implementation Guide, which identifies good practices in implementing the TCFD
recommendations.

In 2018, Ceres published Disclose What Matters: Bridging the Gap Between Investor
Needs and Company Disclosures on Sustainability, assessing sustainability disclosures
of the world's largest companies. This report found that, whilst many of these
companies disclose sustainability information, only a small percentage of companies
disclose the business relevance of these risks and opportunities.

The Global Reporting Initiative (GRI) developed a standards framework to help
businesses understand and communicate their impact on critical sustainability issues
such as climate change, human rights, governance and social well-being. The GRI
Sustainability Reporting Standards (GRI Standards) are a set of universal standards,
which report on relevant contextual information and how material topics are managed,
with further topic-specific standards.

The Global Association of Risk Professionals (GARP) published Climate Risk
Management at Financial Firms – Challenges and Opportunities, assessing activity on
climate-related issues within financial services firms. This document finds that climate
change is now seen by many firms as a financial risk that needs to be integrated into
existing risk management frameworks.

Investor groups and activities

The CDP runs a system for organisations to report their greenhouse gas emissions,
water management and climate change strategies. The questions in newer iterations
of the CDP framework are now more explicitly linked to the TCFD. Many companies
and investors mentioned the CDP database as a useful resource, particularly in
understanding companies’ data trends.

The Principles for Responsible Investment (PRI) announced in early 2019 that TCFDbased reporting will become mandatory for PRI signatories in 2020. This builds on the
PRI’s voluntary framework requirements, which have been in place over the past two
years. The TCFD-related requirements will be mandatory to report but voluntary to
publicly disclose in 2020.

The Corporate Reporting Dialogue’s ‘Better Alignment’ project is focused on driving
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. On 24 September 2019 Driving Alignment in Corporate Reporting
was published.

The Inevitable Policy Response (IPR) initiative, which groups together the PRI, Energy
Transition Advisors, Vivid Economics, Carbon Tracker, the 2 Degrees Investing Initiative
and the Grantham Research Institute, publishes documents assessing when, and
in what form, a policy response is likely to be forthcoming on climate change. In
September at PRI in Person, policy forecasts throughout the 2020s were released, in
order to allow investors to assess how their portfolios could be impacted.
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The 2018 Global Investor Statement to Governments on Climate Change was
published in December 2018 and supported by a range of investor groups, including
Ceres, The Institutional Investors Group on Climate Change (IIGCC) and the PRI. It
explicitly endorsed reporting under the TCFD.
The IIGCC has also published a guide for institutional investors regarding scenario
analysis, and has been supporting the work of the Climate Action 100+ Group. On 2
September, Climate Action 100+ launched its first initiative progress report. This report
highlights some specific areas of progress, but also ongoing challenges, including
around priority areas of engagement: lobbying reform: net zero goals or targets: and
TCFD implementation.
Investors are also under market, and regulatory, pressure to improve their reporting
on climate change issues. The UN Environment Programme Finance Initiative (UNEPFI)
created the Investor Pilot on TCFD Adoption. This included a group of large asset
owners and concluded that $10.7trn of assets under management could be wiped out
by a transition to a 1.5°C economy.
In September 2019, the Investor Leadership Network published TCFD Implementation,
Practical Insights and Perspectives from Behind the Scenes for Institutional Investors.
This document is intended to assist asset owners and fund managers in making better
choices to define their climate change strategies and disclosures. The ILN is aiming
to expand the adoption of uniform and comparable disclosures under the TCFD
framework.

A number of organisations have been working to improve directors’ knowledge about
the challenges of climate change. These include Chapter Zero, a recently launched
initiative under the auspices of Hughes Hall, University of Cambridge, of a network of
non-executive directors of UK listed businesses, as part of the World Economic Forum
Climate Governance Initiative. This network is for chairs, committee chairs and nonexecutive directors who are interested in accessing research and practical tools on
climate change.
The World Business Council on Sustainable Development has also been assisting
companies in ensuring they are up to speed on the climate challenge by, for example,
hosting sector specific preparer forums, and releasing its own reports on TCFD
implementation and disclosure.
Internationally, CPA Canada has also been developing educational resources for
companies, for example on the challenges of climate change and the assessment and
disclosure of materiality.
There has also been activity in the assurance and auditing arenas. Whilst not climatespecific, the IAASB has been working on a project on assurance over emerging forms of
reporting.
A number of law firms have also been bringing to their clients’ attention the evolving
nature of liability risks related to climate change. For example, Clyde and Co in their
report Resilience.

Trucost, part of S&P Global, assesses risks relating to climate change, natural resource
constraints, and broader environmental, social, and governance factors. It provides
information for investors and, in reports such as TCFD Scenario Analysis: Integrating
Future Carbon Price Risk, it examines how investors can integrate future carbon price
risk into portfolio analysis.
The Transition Pathway Initiative (TPI) is a global initiative to assess companies’
preparedness for the transition to a low-carbon economy. Over 45 investors globally,
representing over £15 trillion of assets under management, support the TPI. The online
tool has analyses the performance of companies and acts as a corporate climate action
benchmark.
The 2 degrees Investing Initiative is a think tank on climate-related metrics and
policies in financial markets. It runs a Company Reports project, looking at TCFD- based
scenario analysis disclosures, targeting companies in the automotive and utility sectors
that form part of the IIGCC’s Climate Action 100+ activities.
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The Lab has published reports covering a wide range of reporting topics.
Reports include:

Reporting of performance metrics
The reporting of performance metrics continues to be of
significant interest to investors. Regardless of their position
in the investment chain, investors have strong views about
how companies should report their performance. It is clear
that this issue is central to questions about how companies
demonstrate the value they create and how investors
value companies. As a result of wide-ranging discussions,
the Financial Reporting Lab (‘the Lab’) has developed a
framework and set of questions for companies and their
boards to consider when reviewing their reporting of
performance metrics.
Investors often refer to the impact the reporting of
performance metrics has on their assessment of
management credibility. The metrics chosen, how they are
reported, and whether or not the information is reported
in a way that investors consider to be fair, balanced and
understandable are central to this assessment.
Investors want to see the metrics that management uses
internally to monitor and manage performance, as these
give insight into a company’s strategy and measure how
it is performing against that strategy. In this context,
investors find it important to be given insight into how
management links its metrics to its business model and
strategy, including why metrics ‘make sense’ for the
company and what it is trying to achieve.
A view of performance is important for a number of
reasons. However, investors most often seek to understand
how a company has performed in order to assess its future
prospects. Metrics act as a signal, and performance is
understood in the context of the targets set, the wider
environment, and where the company intends to go next.
Because of this, investors are also concerned about the
quality and sustainability of the reported performance,
which helps explain why wider metrics, beyond the
traditional financial metrics, are of increasing importance.

June 2018

Investors’ use of performance metrics
During the project we heard that investors use metrics for a
range of reasons:

performance, position and prospects. They rely on company
reporting as a base, but they also use a range of external
sources to triangulate that information, or where reporting
is not provided by the company.

• analysis and valuation (benchmarking, comparing across

Regulatory and market initiatives

• assessing management’s credibility;

The last few years has seen a number of regulatory and
market initiatives regarding the reporting of performance
metrics. The European Union’s Non-Financial Reporting
Directive, the Commission’s Action Plan on Sustainable
Finance, and initiatives such as the Task Force on ClimateRelated Financial Disclosures, are changing the way that
companies are thinking about reporting on wider metrics.

a sector and screening);

• assessing long-term value;
• stewardship;
• forecasting or assessing trends; and
• assessing whether management is appropriately

incentivised.

These various uses and approaches mean investors may
be seeking different metrics, or using them in different
ways, depending on their position in the investment chain
and the reason for assessment. For example, a sell-side
analyst may be more interested in standardised measures
for forecasting purposes, a governance specialist may be
more interested in wider metrics as leading indicators
of long-term value, and a buy-side analyst may be more
interested in first assessing the performance metrics
of an individual company at an in-depth level before
comparing these metrics to other companies. However,
these are only generalisations and all investors we spoke
to, regardless of their position in the investment chain,
mentioned using GAAP, non-GAAP and wider metrics
in different ways. The framework and questions for
companies consolidate an overall investor view, but there
will always be some difference depending on investment
style, position in the investment chain, place in the market
and personal approach.

In relation to financial metrics, in October 2015, the
European Securities and Markets Association (ESMA)
published its Guidelines on Alternative Performance
Measures (APMs). Following its release, the Financial
Reporting Council’s Corporate Reporting Review team
conducted two reviews into the use of APMs, which
considered the extent to which companies were applying
the guidelines. The principles set out in this report are
consistent with ESMA’s guidelines but provide an investor
perspective on the reporting of all types of metrics
(including wider metrics that are not covered by ESMA’s
guidelines).

The Financial Reporting Council (FRC) is the UK’s independent regulator
responsible for promoting transparency and integrity in business. The FRC
sets the UK Corporate Governance and Stewardship Codes and UK standards
for accounting and actuarial work; monitors and takes action to promote
the quality of corporate reporting; and operates independent enforcement
arrangements for accountants and actuaries. As the Competent Authority for
audit in the UK the FRC sets auditing and ethical standards and monitors and
enforces audit quality.
The FRC does not accept any liability for any loss, damage or costs howsoever
arising, whether directly or indirectly, whether in contract, tort or otherwise
from any action or decision taken (or not taken) as a result of any person relying
on or otherwise using this document or arising from any omission from it.
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How does it measure up?

Investors use all information that might help them
build a picture about management and the company’s

January 2019
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