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Introduction
Throughout 2020, the FRC has been undertaking a thematic review of climate-
related considerations by boards, companies, auditors, investors and professional 
associations. This report forms part of that review and addresses the question ‘what 
do investors want to see?’. It also includes the FRC’s review of early reporting against 
the UK Stewardship Code 2020.

Other aspects of the FRC’s findings can be found at the following links:

•  The consolidated findings across corporate reporting and audit can be found here.

•  The detailed findings on governance can be found here.

•  The detailed findings on corporate reporting can be found here.

•  The detailed findings on audit can be found here.

•  The detailed findings on professional oversight can be found here.
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Why	is	this	important?
As climate change has the potential to impact societies and companies around the world, investors 
will need to respond to its far-reaching impacts. Institutional investors are also facing changes to 
their own regulatory and reporting environment, as the expectations of how they will invest for a 
sustainable future also grow.

Investors play an important role in signalling, through investment decision-making, engagement 
activities and other means, their views on corporate activities. They assess and respond to corporate 
reporting through investment decisions and are calling for more information about the climate-
related challenges companies face. Information on climate-related issues must also flow through the 
investment chain not only to allow investors to make decisions, but also to report to their clients and 
beneficiaries where relevant.

What	did	we	do?
Over the course of 2020 the Lab held discussions with over 20 investors and investor groups to gather 
views on what they wanted to see from the integration of climate-related issues into corporate 
reporting and audit. Investors were asked whether the views shared in the Lab’s 2019 report on this 
topic – Climate-related corporate reporting – Where to next? held true or had developed further. 
They were also asked to identify examples of reporting under the Task Force on Climate-related 
Financial Disclosures Framework that they felt constituted better practice.

We also considered investors’ adherence to the expectations of the UK Stewardship Code 
(Stewardship Code). While we will be accepting the first round of applications to the new 
Stewardship Code in 2021, we conducted a review of 21 responsible investment, active ownership 
and stewardship reports and looked at how well prospective signatories are addressing the higher 
standards we have set.

What did we find? 
Investors support the Task Force on Climate-related Financial Disclosures framework, 
but also expect to see disclosures regarding the financial implications of climate change. 
Investors are themselves facing a changing regulatory environment. 

We asked: What do investors want to see?

Investors

Company 
approach 

and 
disclosureGovernance

Corporate
reporting

Audit
Professional 

Oversight

https://www.frc.org.uk/getattachment/5aae591d-d9d3-4cf4-814a-d14e156a1d87/Stewardship-Code_Dec-19-Final-Corrected.pdf
https://www.frc.org.uk/getattachment/22ee8a43-e8ca-47be-944b-c394ecb3c5dd/Climate-Change-v9.pdf
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Background

The	challenges	of	climate	change
The Paris Agreement aims to strengthen the response to climate change by: “Holding 
the increase in the global average temperature to well below 2°C above pre-industrial 
levels and pursuing efforts to limit the temperature increase to 1.5°C above pre-
industrial levels, recognising that this would significantly reduce the risks and impacts 
of climate change”, amongst other aims.

A serious reallocation of resources would be required to meet these goals, and 
therefore companies can be exposed to a wide range of risks and opportunities. 
Below is a high-level overview of some of the physical and transitional risks and 
opportunities companies will face. Climate change considerations are obviously 
relevant for entities across many industries and will therefore be relevant for their 
reporting and the auditing of their financial statements.

Figure 1: Possible physical risks, transitional risks and opportunities companies may 
face, as identified by the Task Force on Climate-related Financial Disclosures.

The	Green	Finance	Strategy
On 2 July 2019 the UK Government presented its Green Finance Strategy. The strategy 
aims to align private sector financial flows with clean, environmentally sustainable 
and resilient growth and strengthen the competitiveness of the UK financial services 
sector. It covers three areas: greening finance; financing green and capturing the 
opportunity.

The Green Finance Strategy includes the expectation that listed companies and large 
asset owners should disclose in line with the Taskforce on Climate-related Financial 
Disclosures (TCFD recommendations by 2022. A cross-Whitehall and cross-regulator 
Taskforce was established to consider how this ambition might be implemented, and 
an interim report from that Taskforce has just been published. The FRC's position on 
non-financial reporting can be found here. 

The	UK	Stewardship	Code
The Stewardship Code took effect on 1 January 2020. It sets high expectations for 
how investors, and those who support them, invest and manage money on behalf of 
UK savers and pensioners, and how this leads to sustainable benefits for the 
economy, environment and society. The Stewardship Code states that “Signatories 
systematically integrate stewardship and investment, including material 
environmental, social and governance issues, and climate change, to fulfil their 
responsibilities”. Climate change is also mentioned with reference to the systemic 
risks it poses.

The	Financial	Reporting	Lab	report
While ‘climate change’ is not specifically mentioned as a required topic for reporting, 
there are a number of ways in which climate-related issues may still need to be 
disclosed in both narrative reporting and within the financial statements.

The Financial Reporting Lab’s 2019 report on climate-related disclosure outlined 
investors’ views on the integration of climate-related considerations into company 
activity and reporting. This report found that investors were very interested in 
climate-related reporting, and the investors we spoke to were supportive of the TCFD 
framework of 11 recommended disclosures across four core areas as a framework for 
companies to think through, and report on, their climate-related activities. An 
increasing number of companies are providing reporting on climate-related issues, 
and many use the TCFD framework. 
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https://unfccc.int/files/essential_background/convention/application/pdf/english_paris_agreement.pdf
https://www.fsb-tcfd.org/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/820284/190716_BEIS_Green_Finance_Strategy_Accessible_Final.pdf
https://www.fsb-tcfd.org/
https://www.fsb-tcfd.org/
https://www.frc.org.uk/getattachment/5aae591d-d9d3-4cf4-814a-d14e156a1d87/Stewardship-Code_Dec-19-Final-Corrected.pdf
https://www.frc.org.uk/getattachment/22ee8a43-e8ca-47be-944b-c394ecb3c5dd/Climate-Change-v9.pdf
http://www.frc.org.uk/news/november-2020/frc-nfr-statement
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• 	�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.

• 	�Metrics and Targets: The metrics and targets used to assess and manage relevant climate-related risks
and opportunities.

The four core areas, and 11 recommended disclosures, are shown in Figure 2 below.

Figure 2: TCFD recommended disclosures.

Climate change considerations can be challenging for some 
companies, so in order to help companies assess what they might 
report in the context of the TCFD recommendations, the Lab’s 
report outlined a series of questions investors encourage 
companies to ask themselves in relation to governance, strategy, 
risk management and metrics and targets. The report highlighted 
examples of developing areas of reporting, and whilst those 
developments were welcomed, investors noted that reporting 
needed to continue to develop to better meet their needs. 

This report provides insight into whether investors’ views have 
changed, their thoughts on the state of reporting, and some 
examples of better practice disclosure.

The	Task	Force	on	Climate-related	Financial	
Disclosures
The TCFD, established in December 2015 by the Financial 
Stability Board, 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 
that apply to organisations across sectors and jurisdictions.

“There are definitely reporting leaders, but this is not a 
static situation and they need to keep moving and they 
need to keep evolving. There is no one who has worked 
this out 100%. Given what’s available, there are leaders 
for where we are today” – Investor

Recommendations of the Task Force on Climate-related Financial Disclosures 14

Figure 4

Recommendations and Supporting Recommended Disclosures

Governance Strategy Risk Management Metrics and Targets 

Disclose the organization’s 
governance around climate-
related 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 climate-
related 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. 

https://www.fsb-tcfd.org/
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Investors – headline finding:
Investors support the Task Force on Climate-related  
Financial Disclosures framework, but also expect to  
see disclosures regarding the financial implications of 
climate change. Investors are themselves facing a  
changing regulatory environment.
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Investor reporting

Investors are not only interested in companies’ approaches to climate change from 
an investment perspective; they are also facing calls for more disclosure on their own 
approach to climate-related issues. Investor reporting is developing to incorporate the 
principles of the Stewardship Code. The wider regulatory framework, and the need for 
investors to report to their own clients, also drives the need for companies to respond 
to climate-related challenges, and to report how they are doing so.

Stewardship Code Review of Early Reporting
Although the FRC’s first applications to the Stewardship Code are being accepted 
from 2021, the FRC conducted a review of early reporting to support prospective 
signatories in meeting the new reporting challenge. This involved analysing 21 
responsible investment, active ownership and stewardship reports to assess how well 
prospective signatories are addressing the standards of the new Stewardship Code.

Climate-related considerations are a feature for many key stewardship activities, 
including integration of stewardship and investment, engagement and voting. 
However, from the reports we reviewed, the level of detail and specificity of how 
climate-related issues were discussed on these activities varied widely.

Integration of stewardship and investment 
The Stewardship Code specifically lists climate change as an issue for asset owners 
and asset managers to consider when systematically integrating stewardship and 
investment. The reports we reviewed highlighted a range of different approaches to 
this challenge.

Some explained that their process was fully integrated, with fund or portfolio 
managers responsible for incorporating climate-related considerations into their 
investment process, often supported by a dedicated environmental, social and 
governance (ESG) or responsible investment team providing more in-depth analysis 
on industries and issues. Others described approaches where companies would be 

excluded from responsible investment-focussed funds if they did not demonstrate 
transition to a low carbon economy. Others explained that investment managers have 
full discretion over considering ESG and climate-related risks for the companies they 
invest in, with no firm-wide policy on considering these issues.

Many reports noted that the organisation was still increasing its capacity to consider 
climate-related issues and integrate these with the investment process, for example 
by increasing the use of scenario analysis. Reporting on integrating climate change 
considerations and investment was largely focused on listed-equity investments, but 
some reports also discussed climate change considerations for other asset classes, 
such as real estate and fixed income. Overall, reporting could better explain how 
climate-related issues are integrated into the investment process systematically, not 
only in specialist funds, but in all assets under management.

Engagement
Climate was a prominent theme in engagements across most of the reports reviewed. 
Engagement with companies on climate change issues often had the objective 
of enhancing disclosures, encouraging them to share more information on their 
planning and preparation for the transition to a low carbon economy, including their 
overall strategy and governance. Better reporting included overall information on an 
organisation’s engagement strategy regarding climate change, with case studies to 
show how this policy is put into practice. Engagements on climate change issues are 
often very long term, and better reporting also detailed next steps and timelines for 
engagements, with escalation if necessary.

Voting
The Stewardship Code asks signatories to exercise their rights and responsibilities, 
and voting on annual general meeting resolutions for listed equity assets was the 
most common example of how these rights are exercised. Climate-related issues 
featured in most of the voting disclosures reviewed. This was often in the form of 
shareholder resolutions, either where the asset manager had put forward a 
shareholder resolution or voted on a climate-related resolution raised by the 
company themselves. Climate-related shareholder proposals often asked for a 
commitment to reduce carbon emissions or for a company to adopt a strategy for 
their business to align with the goals of the Paris Agreement, adopt a ‘net zero’ or 
science-based target. Some resolutions highlighted in case studies also asked for the 
remuneration structure of the company to include a climate-related component to 
support the climate strategy.

KEY FINDING: Investors are also facing a changing regulatory environment, 
heightening the need to report on their role in relation to climate change.
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Collaboration and collaborative initiatives

Most of the reports reviewed included climate change as a market-wide and systemic 
risk. It is also an issue on which asset owners and asset managers frequently 
collaborate and join initiatives to address. Better reporting made clear the 
organisation’s role and contribution to collaborative initiatives, included what the 
initiative sets out to achieve, and how it does so. The Stewardship Code asks 
for organisations to outline not only their activities, but also the outcomes of their 
stewardship over the past year. We acknowledge that climate-related initiatives are 
active over a long timescale, and thus the objectives of these initiatives are unlikely to 
be met over the reporting year, but there is significant scope for investors to reflect on 
the effectiveness of their actions and contribution to these initiatives even before 
they have reached resolution.

Data	providers
The Stewardship Code asks signatories to explain the extent to which service 
providers were used and how signatories ensure service providers meet their needs to 
support effective stewardship. While many of the reports reviewed mentioned the 
ESG and climate-related data providers they use, there was little discussion in the 
reports reviewed about how they view the reliability and variability of this third party 
data, and their actions to monitor their providers to ensure the quality and accuracy 
of the data provided. In addition, few of the reports reviewed gave information on 
how this third party data interacts with the proprietary ESG data and ratings systems 
they employ.

Frameworks
The vast majority of the reports reviewed noted that they were supporters of TCFD. 
Many of the organisations explained that they use the TCFD core areas as a lens to 
consider climate-related issues for the companies they invest in. A number of reports 
reviewed, particularly those by larger asset managers, indicated that they are already, 
or intend to, produce their own TCFD reporting, though these disclosures are largely 
still at a preliminary stage.  

“On strategy and governance there has been quite a lot of good 
reporting, but it’s difficult to do forward-looking analysis unless you 
have some sense of where the company is really going and what it is 
aiming for” – Investor

"The way we’re thinking about TCFD is that it’s a baseline level. It’s about the 
governance pillar, how the board thinks about and understands climate issues, 
what’s management role in assessing and managing, how it’s influencing 
strategy and what risk management insights and changes have been made and 
what metrics and targets used. That’s the baseline – any company with climate 
risk, the vast majority, needs to be disclosing that stuff” – Investor

Investor approaches to consideration of climate change

More investors are responding to the challenges of climate change. There are a 
range of approaches to integrating climate-related considerations developing at 
different investors. The CFA Institute’s Climate change analysis in the investment 
process aims to “improve knowledge and understanding about how climate risk 
can be applied to financial analysis and portfolio management... [and] informs 
practitioners how best to incorporate these analyses into their investment 
processes, based on case studies of firms that are currently integrating climate-
related analysis into their investment models”.

This report provides a range of case studies, including:

- Assessing the viability of a company’s decarbonisation plan.

-  Using climate considerations to build positive impacts into fixed-income
portfolios.

-  The APG approach to climate risk and opportunities.

-  Investing wisely and responsibly in timberland assets – a climate conscious
study.

-  Carbon as an emerging asset class.

-  Physical risks of climate change: assessing geography of exposure in US
residential mortgage-backed securities.

-  India equity: supply chain opportunities in a global low-carbon transition.

-  Meaningful climate data, intentional investments.

-  Carbon budgeting in quantitative managed portfolios.

-  Climate change: a new driving force for engagement.

https://www.cfainstitute.org/-/media/documents/article/industry-research/climate-change-analyis.ashx
https://www.cfainstitute.org/-/media/documents/article/industry-research/climate-change-analyis.ashx
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Investor views
As the demand for climate-related disclosure by investors and wider stakeholders 
increases, many companies are developing their approaches to addressing, and 
reporting on, climate-related challenges.

This year, the Lab spoke to investors to understand their views on the integration of 
climate-related considerations into corporate reporting and audit. As we found in 
the Lab’s 2019 project, investors are very supportive of the TCFD as a framework 
for company consideration, and disclosure, of climate-related issues.

The more detailed findings from the Lab’s interviews are included in the specific 
reports on governance, corporate reporting, audit and professional oversight. These 
reports show that investors’ views continue to evolve, however, at a high level, 
investors reiterated that they would like to see more reporting on climate-related 
issues and noted that the questions they seek to understand mirror those they were 
asking last year.

Investors reiterated that they continue to seek a better understanding of:

• 	�how boards consider and assess climate-related issues;

• 	�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;

• 	�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; and

• 	�how climate-related issues, and their impact, are measured, including metrics,
data and financially-relevant information.

Investors noted that more companies have started disclosing under TCFD. Whether 
this is in response to investor pressure, or governmental and regulatory pressures, 
this development was welcomed. Investors noted, however, that reporting, whilst 
continuing to evolve, needs to develop further better to meet their needs. Current 
reporting is often non-specific, lacks substance and is considered insufficiently 
linked to the company’s plans, business model and strategy. 

This report provides examples of reporting under the TCFD identified as better 

practice by investors, but investor expectations, the reporting framework, and 
companies’ own reporting continue to develop rapidly. 

In addition, our engagement with users has shown an increasing level of interest in 
the financial implications of climate-related issues. Over the course of this thematic, 
the Lab encountered a greater call for integration of climate-related issues into 
financial statements.

Investors reiterate the need for consistency between the front half and back half 
of reports, and, mirroring the FRC’s own findings, noted that financial statement 
disclosures lag behind those in the narrative reporting. They are particularly looking 
for disclosure of the accounting assumptions made where these may be affected by 
climate change.

Alongside an expectation of better reporting in the financial statements, investors 
also highlighted the important role auditors play in challenging and testing 
management. Investors expect auditors to consider risks facing the company as a 
result of climate change, and expect appropriate challenge of management, 
particularly where climate-related risks have an impact on the entity’s accounting 
estimates.

In order to help companies respond to the growing calls for information, and to 
provide disclosure under the TCFD’s 11 recommended disclosures, the Lab’s 2019 
report posed a series of suggested questions. Investors noted that these remain 
highly relevant and useful as companies consider how best to meet the disclosure 
expectations of the TCFD framework. The questions, which cover governance and 
management, business model and strategy, risk management and metrics and targets 
are included over the next two pages.

TCFD reporting is not currently mandatory, although an FCA consultation on 
introducing a ‘comply or explain’ requirement for premium-listed companies 
recently closed. The UK’s TCFD Taskforce, set up under the Green Finance Strategy, 
is investigating possible routes to mandatory reporting against the TCFD, but in the 
meantime there are already reporting requirements which companies must follow 
in both their narrative and financial statements disclosures. This includes addressing 
climate change in both of these areas where material. The FRC’s review of corporate 
reporting, carried out as part of this thematic, sets out the FRC’s expectations. 

The FRC also encourages public interest entities to report against the TCFD and the 
Sustainability Accounting Standards Board metrics relevant for their sector. The FRC's 
statement on non-financial reporting can be found here. 

http://www.frc.org.uk/document-library/climate/frc-climate-thematic-%E2%80%93-corporate-reporting
http://www.frc.org.uk/news/november-2020/frc-nfr-statement
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 Governance and management questions

• 	�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?

Business model and strategy questions

• 	�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?

“On Paris-agreement goals, I want not only an assessment of where the 
risks are, I want to know what the company is doing. How is it adjusting 
its business model and strategy to thrive in a changed world where we 
have transitioned to low carbon, or there is some degree of increased 
climate risk?” – Investor
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Risk management questions

• 	�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?

Metrics and targets questions

•  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?

“There is more profile, more reporting, still further to go” – Investor
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What is useful?
QBE outlines its governance approach, noting over which areas specific entities have responsibility, and how each committee’s 
involvement works at both the Board, executive and operational levels. 

It also outlines its climate change action plan across the four core areas of the TCFD. It highlights what has been achieved and 
which areas are still being addressed. 

QBE Insurance Group Limited
2019 Annual Report 
pages 32 and 33
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As an international insurance underwriter and investor, the physical, transition and liability
impacts of climate change are of strategic importance to QBE. We consider climate change
to be a material risk for our business as well as a driver of significant opportunities.

We continue to support the objectives of the Paris Agreement and the Nationally Determined Contributions of the countries in which
we operate. We fully support the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD) and, in 2018,
we publicly committed to enhancing our disclosures in line with the TCFD recommendations. This report details our approach to
managing our climate-related risks and opportunities, including our progress and performance against our Climate Change Action Plan.

Consistent with our governance practices, we are developing appropriate strategic and risk management approaches to the climate-related
risks and opportunities we have identified in order to strengthen the resilience of our business and support our customers.

QBE's Climate Change Action Plan
In 2018 we released our Climate Change Action Plan. During 2019, our focus was on progressing our understanding of climate-related 
risks and opportunities and considering our strategic response.

KEY  Commencement date  Continued in progress  Target completion date  Action completed

DESCRIPTION ACTION 2017 2018 2019 2020

G
ov

er
na

nc
e Disclose the 

organisation’s 
governance around 
climate‑related 
risks and 
opportunities

Board:
• Strengthen Group Board and Committee oversight of climate-related issues 

• Strengthen divisional governance of climate-related issues 

Management:
• Establish senior cross-functional, cross-divisional Climate Change 

Working Group to support the Board and management in identifying 
and managing climate-related risks and opportunities 

• Sign TCFD Statement of Support with commitment to begin disclosures 
in February 2019

S
tr

at
eg

y

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

• Complete high level impact assessment of physical, transition and liability
risks and opportunities across the business over the short, medium and 
long-term

• Review investment strategy to ensure it appropriately reflects 
consideration of climate-related risks and opportunities 

• Complete further detailed analysis of climate-related risks and opportunities 
in priority underwriting portfolios.  Refer pages 34 to 37

• Review underwriting strategy in line with detailed analysis of climate-related 
risks and opportunities.  Refer pages 34 to 37 

• Participate in the UNEP FI insurance industry TCFD pilot group 
on scenario analysis.  Refer page 37 

• Integrate additional climate-related scenario analysis into strategic
planning across the business 

R
is

k 
M

an
ag

em
en

t

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

• Establish ESG Risk team to coordinate ongoing integration of climate-related
risks and opportunities across the business

• Review Enterprise Risk Management Strategy and Framework to ensure
they appropriately reflect climate change considerations

• Review risk classes, risk appetites and risk management standards and 
processes to ensure that climate change risks are properly reflected

• Integrate multi-year scenario analysis into risk management strategy

M
et

ric
s 

& 
Ta

rg
et

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

• Disclose scope 1, 2 and 3 operational greenhouse gas emissions

• Evaluate metrics and targets for assessing climate-related risks and 
opportunities that are in line with strategy and risk management processes 

• Disclose metrics and performance against targets for assessing
climate-related risks and opportunities 

Climate change –
our approach to risks 
and opportunities
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As an international insurance underwriter and investor, the physical, transition and liability
impacts of climate change are of strategic importance to QBE. We consider climate change
to be a material risk for our business as well as a driver of significant opportunities.

We continue to support the objectives of the Paris Agreement and the Nationally Determined Contributions of the countries in which
we operate. We fully support the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD) and, in 2018,
we publicly committed to enhancing our disclosures in line with the TCFD recommendations. This report details our approach to
managing our climate-related risks and opportunities, including our progress and performance against our Climate Change Action Plan.

Consistent with our governance practices, we are developing appropriate strategic and risk management approaches to the climate-related
risks and opportunities we have identified in order to strengthen the resilience of our business and support our customers.

QBE's Climate Change Action Plan
In 2018 we released our Climate Change Action Plan. During 2019, our focus was on progressing our understanding of climate-related
risks and opportunities and considering our strategic response.

KEY Commencement date Continued in progress Target completion date Action completed

DESCRIPTION ACTION 2017 2018 2019 2020

G
ov

er
na

nc
e Disclose the 

organisation’s
governance around
climate‑related
risks and 
opportunities

Board:
• Strengthen Group Board and Committee oversight of climate-related issues

• Strengthen divisional governance of climate-related issues

Management:
• Establish senior cross-functional, cross-divisional Climate Change

Working Group to support the Board and management in identifying 
and managing climate-related risks and opportunities

• Sign TCFD Statement of Support with commitment to begin disclosures 
in February 2019

S
tr

at
eg

y

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

• Complete high level impact assessment of physical, transition and liability
risks and opportunities across the business over the short, medium and
long-term

• Review investment strategy to ensure it appropriately reflects 
consideration of climate-related risks and opportunities

• Complete further detailed analysis of climate-related risks and opportunities
in priority underwriting portfolios.  Refer pages 34 to 37

• Review underwriting strategy in line with detailed analysis of climate-related 
risks and opportunities.  Refer pages 34 to 37 

• Participate in the UNEP FI insurance industry TCFD pilot group 
on scenario analysis.  Refer page 37 

• Integrate additional climate-related scenario analysis into strategic
planning across the business

R
is

k 
M

an
ag

em
en

t

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

• Establish ESG Risk team to coordinate ongoing integration of climate-related
risks and opportunities across the business

• Review Enterprise Risk Management Strategy and Framework to ensure
they appropriately reflect climate change considerations

• Review risk classes, risk appetites and risk management standards and 
processes to ensure that climate change risks are properly reflected

• Integrate multi-year scenario analysis into risk management strategy

M
et

ric
s 

& 
Ta

rg
et

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

• Disclose scope 1, 2 and 3 operational greenhouse gas emissions

• Evaluate metrics and targets for assessing climate-related risks and 
opportunities that are in line with strategy and risk management processes

• Disclose metrics and performance against targets for assessing
climate-related risks and opportunities

Climate change –
our approach to risks 
and opportunities
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Group Board

Risk & Capital

Climate-related risk 
management

Audit

Climate-related 
financial reporting

Investment

Climate-related 
investment risks and 

opportunities

Operations & 
Technology

Climate-related 
operational risks 

and opportunities

Group Executive Committee

Accountable for implementing climate change strategy

Receiving and reviewing progress reports

Group CRO

Accountable 
for embedding 

climate-related risk 
into the Group’s 

risk management 
framework

Group CFO

Accountable 
for reviewing 

climate-related 
disclosures 

including TCFD

Group CUO

Accountable 
for embedding 

climate-related risks 
and opportunities 

within underwriting 
decisions

Group Executive, 
Corporate Affairs 

and Sustainability

Accountable for 
embedding climate 

strategy into company 
brand, narrative and 

engagement

Executive Non-Financial Risk Committee

Accountable for overseeing the integration of ESG risk into business processes

Head of ESG Risk

Integrating climate-related 
risks and opportunities into 

business processes

Delivering and reporting on the 
Climate Change Action Plan

Group Chief 
Investment Officer

Integrating climate-related 
risks and opportunities 

into investments

Group Head of 
Sustainability

Aligning climate-related 
strategy with overall 

sustainability strategy

External reporting and 
stakeholder engagement

ESG Risk Committee

Reviewing ESG business policies and strategies, including climate-related policy positions, and providing 
recommendations to the Executive Non-Financial Risk Committee for approval

Climate Change Steering Committee

Overseeing the identification and management of climate-related risks and opportunities, 
reporting and working group activities.

Governance
Our climate governance framework clearly defines the roles and responsibilities for effective oversight and 
management of climate-related risks and opportunities at the Board and senior management levels. 

The Board Risk & Capital Committee and the Executive Non-Financial Risk Committee received quarterly reports on
environment, social and governance (ESG) issues, including climate change. This year, we established three working
groups under the Climate Change Steering Committee to focus our work in the key areas of physical, transition and
liability risk. These cross functional groups comprise representatives from our underwriting, finance, investment, risk,
sustainability, strategy, reinsurance and product development teams and reach across all our divisions. Further detail on
the work undertaken this year by the working groups is outlined in the Strategy section of this report on pages 34 to 37.

Introduction Background �Investor reporting Investor views Examples of reporting against 
the TCFD framework

Appendix

Examples 
of report-
ing against 
the TCFD 
framework

https://www.qbe.com/investor-relations/reports-presentations
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What is useful?
QBE identifies the time horizons it considers to be short, medium and long term. Risks in specific 
business lines are outlined, and these are linked to the business plan. There is also a link to 
remuneration and an indication of what was learnt from the considerations, and how strategy
changes as a result. 

QBE Insurance Group Limited
2019 Annual Report
pages 34 and 36

34 Climate change – our approach to risks and opportunities

Climate change and remuneration
A component of our Group Executive Committee's (GEC) short-term incentive 
(STI) outcome is determined with reference to the achievement against strategic 
priorities. 75% of our Group Chief Risk Officer’s STI outcome, and 35% of the 
outcome for all other members of the GEC, is determined in this manner.

QBE’s 2019 strategic priorities include managing risk (including implementation 
of our Climate Change Action Plan) and operating sustainably (including the 
effective management of climate-related risks and opportunities).

Specific roles within QBE that are responsible for integrating the identification 
and management of climate-related risks into business processes and 
developing, managing and implementing the strategy to address the 
environmental impacts of our operations include QBE's Head of ESG Risk 
and QBE's Head of Environment respectively. The performance objectives for 
these roles, and their achievement of those objectives, is a key reference when 
determining incentive outcomes. 

Strategy
In 2019, we have continued to progress our Climate Change Action Plan, with a focus 
on identifying risks and opportunities and developing our strategic responses across both 
underwriting and investment management.

Underwriting
This year we focused on identifying climate-related risks and opportunities across some of our 
key underwriting portfolios. This work has been driven by our physical, transition and liability 
working groups.

Physical risks

Climate change will increase the frequency and severity of acute weather-related events 
such as floods, bushfires, tropical cyclones, hail, storms and coastal inundation, as well 
as lead to chronic changes such as sea level rise, increased heat waves and droughts over 
time. During 2019, we saw severe drought and extensive bushfires across Australia and 
wildfires in North America, as well as severe flooding in the UK. As an international provider 
of insurance such as property, crop, marine and aviation, QBE is exposed to these risks.

QBE assesses the impact of weather-related events using catastrophe models. Our 
catastrophe modelling team uses sophisticated computer simulations of natural catastrophes 
to estimate their financial impact. By allowing for scientific predictions of the impact of climate 
change under different climate scenarios, we also use those computer models to quantify 
the financial impact of climate change on weather-related events. One key component 
of a catastrophe model is the hazard module that generates weather events such as cyclones, 
flood and hail which are the foundation for simulating damages to the properties we insure 
and estimating claims under the insurance policies protecting our clients’ assets. 

QBE has long recognised that climate change has a direct impact on the unpredictability 
and extremity of weather conditions around the world. In 2014, our Annual Report included 
a spotlight on catastrophe modelling. Since then, QBE has continued to invest in and greatly 
increase our natural catastrophe modelling capabilities as well as embed the insights into our 
strategic planning and operational management.

Time horizons

Taking into account 
average policy duration 
allowing for renewals, as 
well as the average term 
of its investments, QBE 
defines short, medium, 
and long-term risk time 
horizons as follows:

Short-term: 
0 to 3 years

Medium-term: 
3 to 8 years

Long-term: 
8+ years

36

A$500,000

QBE support for
bushfire relief

Australian bushfires
The bushfires over the Australian summer of 2019–2020 had a devastating impact on many of our
customers and their communities and we have worked with them to help them recover and rebuild
their lives. In the immediate aftermath of these fires, QBE deployed additional resources to ensure
insurance claims could be handled as quickly as possible, while emergency assistance payments
and temporary accommodation assistance and mental health support services were also available
to our customers. Given the unprecedented scale of the fires, and to reduce the burden for our
customers, we waived excesses for individual customers making bushfire-related claims for their 
personal insurance. This included personal insurance claims for home buildings, contents, landlords,
motor vehicles for private use and caravans. In addition, QBE pledged A$500,000 to the bushfire
support and recovery services of our disaster relief partners, Red Cross and Save the Children.

It is well recognised that climate change will increase the frequency and severity of bushfires,
driven by rising temperatures and drier conditions, and result in more damage to ecosystems,
property and people. 1 We will continue to increase our understanding of physical climate risk,
including bushfire, and contribute to the transition to a low carbon economy. We also acknowledge
that minimising disaster risk and building resilience requires a collective effort with public, private
and community sectors. Where we cannot help our customers directly, we will continue to play
an active role in advocating, both independently and through our industry associations, all levels
of government for initiatives to reduce the risks and impacts of climate-related disasters. We will
actively participate in, and provide our insights to, bushfire inquiries on issues such as enhancing
the efficiency of the recovery process, addressing the risks of natural disasters and the impact
of climate change, and resilience options to address bushfire risks.

Transition risks and opportunities
Through our insurance and investment activities, we are exposed to the risks and opportunities arising from the transition towards 
a low carbon economy. Some sectors will require a bigger transition than others. We seek to collaborate with government, industry 
and our customers to support an orderly transition.

Analysis:  transition risks and opportunities 
in emissions intensive industries

What did we do? 
In 2019, we undertook scenario analysis to identify the risks and opportunities associated with the transition 
to a low carbon economy. We focused on three industries which will require significant changes if the world 
is to meet the goals of the Paris Agreement – energy, transport and heavy industry. 
We developed two qualitative scenarios consistent with meeting the objective of the Paris Agreement. The first 
scenario is early and coordinated transition driven by political ambition, regulatory and policy support. The second 
scenario presented a delayed and uncoordinated transition, with ambitious action around 2025–30. We then held 
deep dive workshops to identify the risks and opportunities associated with each of the three industries.

What did we find?
We identified a range of opportunities and risks across underwriting and investment, both at a high level and 
at an industry specific level. Opportunities include development of new insurance products, and investment 
opportunities in renewable energy and low emissions transport. Risks include changes to insurance premiums 
in declining sectors, stranded assets and regulatory and reputation risks. 

How are we responding?
In 2019, we developed a Group Energy Policy (see page 38 for more detail) to respond to the risks in the 
energy sector, including targeting zero direct investment in, and phasing out insurance for, the thermal coal 
industry. We have continued to grow our investment exposure to low carbon projects through Premiums4Good 
(see page 38 for more detail).

What are our next steps?
We will continue to develop and embed our response to the risks and opportunities identified into our strategy and 
risk management processes.

For examples of solutions we offer to support our customers’ transition to a low‑carbon economy and manage the risks associated with
climate change, refer to QBE's 2019 Sustainability Report.

Climate change – our approach to risks and opportunities

1 2014, Fifth Assessment Report, Intergovernmental Panel on Climate Change; 2008, The Garnaut Climate Change Review.

https://www.qbe.com/investor-relations/reports-presentations
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What is useful?
AXA’s disclosure demonstrates the warming potential of 
its equities and corporate bonds versus the markets across 
different sectors. The disclosure acknowledges the warming 
potential, and that it does not meet the 2 degree Celsius 
trajectory.

AXA SA
2020 Climate Report: renewed action in a time of 
crisis
Pages 19 and 22

22 AXA GROUP 2020 Climate Report June 2020

4. TCFD guidance: Strategy, Metrics & Targets

What situation does this aggregate figure
reveal? As of 2019, 23% of AXA’s sovereign
securities are invested in an issuer that has
a WP below 2°C – i.e. France – significantly
contributing to lowering our aggregated
warming potential, while the benchmark is
much less exposed to this issuer. France’s
low WP is largely driven down by a high
proportion of low carbon sources of energy,
thanks to a strong reliance on nuclear and
hydro power (but a relatively low share
of wind and solar), which ensure lower
carbon intensity in downstream activities.
Switzerland is similarly positioned with a
low carbon energy mix based on nuclear and 
renewables. Conversely, among developed
co u n t r i e s ,  t h e  “ wa r m e s t ”  s o v e re i g n
investment in AXA’s portfolio are Australia, the
USA and Canada with a warming potential of 
5°C and above, driven by high dependency
on fossil fuels for primary energy. Japan is a
similar case, as since 2012, its nuclear energy
supply has been phased out and gradually
substituted by a combination of coal and

“Portfolio alignment”: a 
macroeconomic conclusion

According to the evolving methodologies explored in this report, AXA’s corporate 
investments (equities and debt) display a warming potential which is slightly 
below benchmark, and decreasing, while our benchmark is rising slightly. Our 
Sovereign debt investments, which are more concentrated, display a more 
pronounced gap with the benchmark thanks to our strong exposure to the EU. 
A weighted average of these two  gures – which involves combining diff erent 
methodologies and some double-counting of carbon emissions – produces a 
combined Warming potential for AXA's corporate and sovereign holdings 
of 2.81°C, which is significantly lower than the broad market reference of 
3.62°C, as well as projections derived from the current NDC pledges (3.2°C)(1) 
and BAU scenarios (i.e. should the NDCs not be implemented) in excess of 4°C.

(1) UNEP Gap report 2018: “Implementing the unconditional NDCs would lead to a mean global temperature of around 3.2°C”.

Paris Agreement ideal goal /
Net-Zero Asset Owner

Alliance target

Reference scenarios / BAU
AXA benchmark 2019

Unconditional NDCs 2030

Paris Agreement minimum goal

4.0°C
  3.6°C
3.2°C
2.8°C

2.0°C
1.5°C

AXA Aggregate portfolio 2019 

The main objective of the warming 
potential metric, which still requires getting 
certainty that tested methodologies are 
robust enough, is to provide a “science-
based” reference point showing the extent 
to which today’s markets re ect a course 
that is not on track to reach the goals set 
under the Paris Agreement.

P r u d e n ce  m u s t  b e  e xe r te d  w h e n 
analyzing these  gures, as the underlying 
methodologies are still evolving (see work 
on this matter in following section “Net-
Zero Asset Owner Alliance”). Yet, according 
to these metrics, given AXA’s current 
asset allocation and issuer selection, 
our investments support a rise in global 
temperature of almost 3°C, well above the 
Paris Agreement’s objectives.

Five years aft er the inception of the Paris 
Agreement, and a few months ahead of 
COP26, this work con rms that the world’s 
economies are not yet “Paris-aligned” and 
implementing the 2015 NDCs would not 
even be sufficient to achieve this target. 
Even the Covid crisis, which has pushed 
the world’s economy to an unprecedented 
halt ,  conf ined hal f  of  the world’s 
population, and will lead to a record 
decrease in carbon emissions in 2020, is 
insuff icient to achieve the goals of the Paris 
Agreement. A fundamental reorganization 
is required to decorrelate wealth creation 
and welfare from carbon emissions, which 
is also why a “green recovery”, as outlined 
in this report’s opening statements, is 
absolutely essential. Failing this will 

derail any remaining chance of achieving 
the Paris Agreement, let alone the next 
ramped-up “Glasgow Agreement”.

In this context, while investors can reorient 
some capital flows, for example via 
divestments and sector reallocations, they 
remain largely dependent on a broader 
investment universe which evidences 
how economies are “trapped” into 
carbon intensive pathways. In a nutshell, 
the concept of “investment portfolio 
alignment” requires a far broader multi-
stakeholder effort that investors alone 
cannot achieve. This is the purpose of the 
new “Net-Zero Asset Owner Alliance”.

2.8°C
AXA's corporate and sovereign 

assets warming potential

3.6°C
AXA's corporate and sovereign 
benchmark warming potential

natural gas, leading to a significant “brown
share”. In short, AXA has chosen to overweight
France (1.9°) and underweight US (5.5°) and
Japanese debt (3.5°), with a positive effect on
its sovereign debt WP.

This analysis can serve as proxy indicators
for transition risk & opportunities. Indeed,
countries with a “cooler” WP are in principle 
on the way to successfully decoupling carbon
emissions from economic activities, reducing
the emissions of downstream sectors,
and thus minimizing general exposure to
regulatory costs related to carbon in the
jurisdictions where they operate.

Considering AXA’s sovereign geographic
exposure to the EU, a reduction in AXA’s
sovereign WP will need to rely heavily on
the phase out of coal in Europe and a
corresponding rise in renewables and nuclear
(e.g. France, UK). This is particularly relevant 
to AXA’s lending to Germany and Italy given
their share of AXA’s asset allocation. Although
not the largest coal producers in the EU nor

the countries with the largest share of coal
within their primary energy mix, Germany
and Italy have some of the largest coal power 
plants in the EU.

19AXA GROUP 2020 Climate ReportJune 2020
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AXA’s Corporate Investments’ Warming Potential Sector Breakdown

 Equities Warming Potential

● MSCI ACWI's Temperature in °CAXA's Investments Temperature in °C ● 
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Source: Carbon Delta / AXA IM.

According to this work, the equity diagram 
reveals that AXA’s investments tend to have 
a lower temperature than the benchmark 
on carbon-intensive sectors: Basic materials, 
Utilities, Diversified and Energy. This is
particularly significant on Energy sector
where AXA’s investments have a lower
Warming Potential by more than 1°C. On
the other hand, the Warming Potential on
Industrial and Financials is higher compared 
to the benchmark. A similar trend is
evidenced for Corporate debt, albeit with a
lower magnitude. This difference is caused
by debt and equity universes being different 
geographically. In Fixed Income, emerging
markets and US high yield segments weigh
on the warming potential whereas in Equities,
European markets perform better thanks in
part to tighter carbon policies.

How can a large asset owner like AXA
influence its corporate warming potential,
bearing in mind the numerous regulatory and

fiduciary constraints to which an insurer’s 
investments are subject? We believe that 
there is still room for action for investors, 
and AXA has acted. For example, our analysis 
shows that AXA’s climate-related divestments
(coal, oil sands), in accordance with AXA’s RI 
Policy, have reduced the warming potential
of our corporate holdings, as the “warmest”
sectors (Utilities, Materials, Energy) are now
underweighted in terms of asset allocation.
Indeed, the average warming potential of
AXA’s coal and oil sands exclusion list reaches
4.6°C (including the “smoothing” effect on
temperature caused by combining sector
“agnostic” and “specic” models). Conversely,
AXA’s Green Investment target, initiated in
2015 (see following section) pushed our
investment teams to overweight “green”
issuances.

However,  coal divestment and green
investments only slightly reduced AXA’s
warming potential. Indeed they concern only 

AXA’s Warming 
Potential: 2019 
corporate results
Based on the methodology described above, 
AXA updated its analysis of the “warming 
potential” (WP) of its investments, both for 
Corporate securities (debt and equities, using 
Carbon Delta)(1) and sovereign debt issuers 
(using Beyond Ratings). A brief analysis 
provides the following insights.

Corporates: a wide sector diversity
AXA’s equity warming potential slightly 
decreased from 3.26°C to 3.21°C between 
2018 and 2019, our corporate debt WP 
decreased from 2.93°C to 2.79°C and our 
aggregate corporate equity & debt WP 
decreased from 2.96°C to 2.83°C – while a 
broad benchmark(2) on the same universe 
increased from 3.05°C to 3.07°C. This 
shows that AXA’s corporate investments 
warming potential has decreased while 
the economy into which we invest has 
increased slightly .  These results are 
encouraging, although it would be unwise 
to draw short-term conclusions from small 
variations on evolving metrics that bear most 
relevance in a long-term horizon. This also 
shows that these  gures are still signi cantly 
above 2°C, which con rms that with today’s 
public policies and business environment, 
and according to the “warming potential” 
approach tested here, AXA’s operating 
investment universe is not aligned with the 
2°C trajectory agreed during COP21.

A sector-level analysis comparing AXA’s 
warming potential vs benchmark provides 
further insights.

(1) These gures should not be compared to AXA’s 2018 gures (2019 Climate report) because of methodology evolutions which occurred at Carbon Delta. However, the 2018-2019 comparisons
in this report are based on the same methodology.

(2) Benchmarks used in this report: MSCI World ACWI (equities), BofAML Global Aggregate Corporate (corporate debt), JPM GBI Global (sovereign debt).

3.2°C
AXA’s 2019 equity assets
warming potential 

2.8°C
AXA’s corporate debt assets
warming potential

https://www.axa.com/en/press/publications/2020-climate-report
https://www.axa.com/en/press/publications/2020-climate-report
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What is useful?
Derwent lists resilience to climate change as a risk. The 
disclosure highlights the movement during the year and 
provides details of executive responsibility. It also links key 
performance indicators to science-based targets; short, medium 
and long-term and specifies those horizons.

Derwent London plc
Report and Accounts 2019 
pages 56 and 57

Responsibility Report 2019
Page 69Our principal risks continue d

OP E R AT ION A L CON T INUE D
The Group suffers either a financial loss or adverse consequences due to processes  
being inadequate or not operating correctly, human factors or other external events.

Risk Our key controls Potential impact What we did in 2019 What we will be doing in 2020

7.  OUR  R E SIL IE NCE T O CL IM AT E CH A NGE
The Group fails to respond appropriately, and sufficiently, to climate change risks  
or adapt to benefit from the potential opportunities. This could lead to damage to our 
reputation, loss of income and/or property values, and loss of our licence to operate.

Movement during 2019: Increased

Although climate change risks remain unchanged for the Group, the impacts of 
climate change can already be seen and will become more severe and widespread as 
global temperatures rise. In response, we have accelerated our ambition to become 
‘net zero carbon’ to 2030 (see page 80). 

Executive responsibility: Paul Williams

• The Board and Executive Committee receive regular updates and presentations on 
environmental and sustainability performance and management matters.

• The Sustainability Committee monitors our performance and management controls.
• Employment of a qualified team led by an experienced Head of Sustainability.
• The Group benchmarks its ESG (environmental, social and governance) reporting 

against various industry benchmarks.
• The Group has set long-term, science-based carbon targets and actively monitors 

portfolio performance against these.
• Production of an Annual Responsibility Report, the key data points and performance 

of which are externally assured.

Strategic objectives

1. 3. 4.
• Agreed a revised target that the Group would be net zero carbon by

2030 and approved our strategy to achieve this target (see page 80).
• Established the Responsible Business Committee to strengthen the

Board’s oversight of ESG matters (report on pages 136 to 139).
• Agreed with our principal bankers a revolving credit facility, with a

£300m ‘green’ tranche, which provides a lower rate of interest to finance
our green initiatives (see page 72).

• Project approval forms updated to ensure any capital expenditure will
not adversely affect our carbon target performance or the EPC rating of
the property.

• The Group continued to set sustainability targets that were monitored
during the year.

• Reviewed and updated our sustainability policy and strategy.
• Implementation of a new carbon measurement tool to help the Group

track its performance against the new science-based targets.

• Implement our strategy to be net zero carbon by
2030 (see page 81).

• Investigate off-site renewable energy generation
opportunities available to us to reduce our
market-based dependency.

• Continue with our current controls and
mitigating actions.

Business model
Could potentially impact on all aspects
of our business model

KPIs
• Total return
• BREEAM rating
• Science-based target

performance
• Total shareholder return
A significant diversion of time could
affect a wider range of KPIs

8. NON-COMP L I A NCE W I T H R E GUL AT ION
a. Non-compliance with health and safety legislation

The Group’s cost base is increased and management time is diverted through an
incident or breach of health and safety legislation leading to reputational damage
and/or loss of our licence to operate.

Following independent review of our health and safety procedures, the Group has
gained a better understanding of health and safety risks.

Movement during 2019: Risk unchanged

The Board considers this risk to have remained broadly the same during the year.

Executive responsibility: Nigel George

• All our properties have health, safety and fire management procedures in place which
are reviewed annually.

• External project managers review health and safety on each construction site on a
monthly basis.

• The Group has a qualified health and safety team whose performance is monitored
and managed by the Health & Safety Committee.

• External advisers (ORSA) appointed to advise on construction health and safety.
• The Board and Executive Committee receive regular updates and presentations on

key health and safety matters.

Strategic objectives

1. 2. 3. 4. 5.
• Deloitte performed an independent review of construction health

and safety and our health and safety indicators during the year.
• Performed a detailed health and safety audit of all residential properties.
• ORSA reported to the Risk Committee and the Health and Safety

Committee on construction health and safety matters.
• The Risk Committee received updates on the Group’s fire protection and

water risk management procedures.
• The Health and Safety Committee received regular reports from each

external Project Manager on health and safety at each of our
construction sites during the year.

• Further strengthened our health and safety resource with the
recruitment of new health and safety team members.

• Deloitte performed an assurance audit of our health and safety figures,
further information on page 87.

• Continue with our current controls and
mitigating actions.

Business model
Could potentially impact on all aspects
of our business model

KPIs
• Total shareholder return
A significant diversion of time could
affect a wider range of KPIs

b. Other regulatory non-compliance

The Group’s cost base is increased and management time is diverted through a breach
of any of the legislation that forms the regulatory framework within which the Group
operates. This could lead to damage to our reputation and/or loss of our licence to
operate.

Movement during 2019: Risk unchanged

The Board considers this risk to have remained broadly the same during the year.

Executive responsibility: Damian Wisniewski

• The Board and Risk Committee receive regular reports prepared by the Group’s legal
advisers identifying upcoming legislative/regulatory changes. External advice is
taken on any new legislation.

• Staff training and awareness programmes.
• Group policies and procedures dealing with all key legislation are available on the

Group’s intranet.
• A Group whistleblowing system for staff is maintained to report wrongdoing

anonymously.
• Managing our properties to ensure they are compliant with the Minimum Energy

Efficiency Standards (MEES) for Energy Performance Certificates (EPCs).

Strategic objectives

3. 4. 5.
• Reviewed our governance procedures to ensure compliance with the

2018 UK Corporate Governance Code.
• Quarterly review of our anti-bribery and corruption procedures by the

Risk Committee.
• Implemented a compliance training programme, mandatory for all

employees including the Board (see page 134).
• Board and Risk Committee received updates on General Data

Protection Regulations (GDPR).
• As part of our 2019 staff performance appraisals, all employees

confirmed they have reviewed and understood Group policies.

• Continue with our current controls and
mitigating actions.

Business model
Could potentially impact on all aspects
of our business model

KPIs
• Total shareholder return
A significant diversion of time could
affect a wider range of KPIs
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OP E R AT ION A L CON T INUE D
The Group suffers either a financial loss or adverse consequences due to processes
being inadequate or not operating correctly, human factors or other external events.

Risk Our key controls Potential impact What we did in 2019 What we will be doing in 2020

7. OUR R E SIL IE NCE T O CL IM AT E CH A NGE
The Group fails to respond appropriately, and sufficiently, to climate change risks
or adapt to benefit from the potential opportunities. This could lead to damage to our
reputation, loss of income and/or property values, and loss of our licence to operate.

Movement during 2019: Increased

Although climate change risks remain unchanged for the Group, the impacts of
climate change can already be seen and will become more severe and widespread as
global temperatures rise. In response, we have accelerated our ambition to become
‘net zero carbon’ to 2030 (see page 80).

Executive responsibility: Paul Williams

• The Board and Executive Committee receive regular updates and presentations on
environmental and sustainability performance and management matters.

• The Sustainability Committee monitors our performance and management controls.
• Employment of a qualified team led by an experienced Head of Sustainability.
• The Group benchmarks its ESG (environmental, social and governance) reporting

against various industry benchmarks.
• The Group has set long-term, science-based carbon targets and actively monitors

portfolio performance against these.
• Production of an Annual Responsibility Report, the key data points and performance

of which are externally assured.

Strategic objectives

1. 3. 4.
• Agreed a revised target that the Group would be net zero carbon by 

2030 and approved our strategy to achieve this target (see page 80).
• Established the Responsible Business Committee to strengthen the 

Board’s oversight of ESG matters (report on pages 136 to 139). 
• Agreed with our principal bankers a revolving credit facility, with a 

£300m ‘green’ tranche, which provides a lower rate of interest to finance 
our green initiatives (see page 72).

• Project approval forms updated to ensure any capital expenditure will 
not adversely affect our carbon target performance or the EPC rating of 
the property.

• The Group continued to set sustainability targets that were monitored 
during the year. 

• Reviewed and updated our sustainability policy and strategy.
• Implementation of a new carbon measurement tool to help the Group 

track its performance against the new science-based targets.

• Implement our strategy to be net zero carbon by 
2030 (see page 81). 

• Investigate off-site renewable energy generation 
opportunities available to us to reduce our 
market-based dependency.

• Continue with our current controls and 
mitigating actions.

Business model
Could potentially impact on all aspects 
of our business model

KPIs 
• Total return
• BREEAM rating
• Science-based target 

performance 
• Total shareholder return
A significant diversion of time could
affect a wider range of KPIs

8. NON-COMP L I A NCE W I T H R E GUL AT ION
a. Non-compliance with health and safety legislation

The Group’s cost base is increased and management time is diverted through an
incident or breach of health and safety legislation leading to reputational damage
and/or loss of our licence to operate.

Following independent review of our health and safety procedures, the Group has
gained a better understanding of health and safety risks.

Movement during 2019: Risk unchanged

The Board considers this risk to have remained broadly the same during the year.

Executive responsibility: Nigel George

• All our properties have health, safety and fire management procedures in place which
are reviewed annually.

• External project managers review health and safety on each construction site on a
monthly basis.

• The Group has a qualified health and safety team whose performance is monitored
and managed by the Health & Safety Committee.

• External advisers (ORSA) appointed to advise on construction health and safety.
• The Board and Executive Committee receive regular updates and presentations on

key health and safety matters.

Strategic objectives

1. 2. 3. 4. 5.
• Deloitte performed an independent review of construction health

and safety and our health and safety indicators during the year.
• Performed a detailed health and safety audit of all residential properties.
• ORSA reported to the Risk Committee and the Health and Safety

Committee on construction health and safety matters.
• The Risk Committee received updates on the Group’s fire protection and

water risk management procedures.
• The Health and Safety Committee received regular reports from each

external Project Manager on health and safety at each of our
construction sites during the year.

• Further strengthened our health and safety resource with the
recruitment of new health and safety team members.

• Deloitte performed an assurance audit of our health and safety figures,
further information on page 87.

• Continue with our current controls and
mitigating actions.

Business model
Could potentially impact on all aspects
of our business model

KPIs
• Total shareholder return
A significant diversion of time could
affect a wider range of KPIs

b. Other regulatory non-compliance

The Group’s cost base is increased and management time is diverted through a breach
of any of the legislation that forms the regulatory framework within which the Group
operates. This could lead to damage to our reputation and/or loss of our licence to
operate.

Movement during 2019: Risk unchanged

The Board considers this risk to have remained broadly the same during the year.

Executive responsibility: Damian Wisniewski

• The Board and Risk Committee receive regular reports prepared by the Group’s legal
advisers identifying upcoming legislative/regulatory changes. External advice is
taken on any new legislation.

• Staff training and awareness programmes.
• Group policies and procedures dealing with all key legislation are available on the

Group’s intranet.
• A Group whistleblowing system for staff is maintained to report wrongdoing

anonymously.
• Managing our properties to ensure they are compliant with the Minimum Energy

Efficiency Standards (MEES) for Energy Performance Certificates (EPCs).

Strategic objectives

3. 4. 5.
• Reviewed our governance procedures to ensure compliance with the

2018 UK Corporate Governance Code.
• Quarterly review of our anti-bribery and corruption procedures by the

Risk Committee.
• Implemented a compliance training programme, mandatory for all

employees including the Board (see page 134).
• Board and Risk Committee received updates on General Data

Protection Regulations (GDPR).
• As part of our 2019 staff performance appraisals, all employees

confirmed they have reviewed and understood Group policies.

• Continue with our current controls and
mitigating actions.

Business model
Could potentially impact on all aspects
of our business model

KPIs
• Total shareholder return
A significant diversion of time could
affect a wider range of KPIs

Key
Strategic objectives Movement during the year

1. To optimise returns and create value from
a balanced portfolio 4. To design, deliver and operate our

buildings responsibly Risk increased

2. To grow recurring earnings and cash flow 5. To maintain strong and flexible financing Risk unchanged

3. To attract, retain and develop talented employees Risk decreased
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Describe the board’s 
oversight of climate-related 
risks and opportunities 

This is our second disclosure in line with the recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD). We set out below our most up to date disclosure in addition to the
summarised version we have provided in our Annual Report and Accounts which can be found
on our website: www.derwentlondon.com/investors/results-and-reports on page 83.

In addition to the disclosure below please refer to our GRI Index on pages 111–112 for
complementary disclosures on climate-related aspects. Likewise, we also submit responses to
CDP and the Global Real Estate Sustainability Benchmark (GRESB) providing even more insight
in this important area.

  Governance

One of our principal committees of the main Board is our Responsible Business Committee. 
Its remit amongst other things is to oversee and guide our approach to climate-related risks 
and opportunities. This committee is comprised of two Non-Executive Directors, Dame Cilla 
Snowball (Chair), Claudia Arney and Chief Executive, Paul Williams, and two employee 
representatives. It is supported by John Davies, Head of Sustainability, Katy Levine, Head of HR 
and David Lawler, Company Secretary. The committee meets twice a year and receives reports 
from the Sustainability Committee and other committees as necessary. The outputs from this 
committee are fed through to the main Board where they are used to inform decision making 
and planning.

Day-to-day oversight of climate-related issues is undertaken by the Sustainability Committee, 
which is chaired by Paul Williams. This group meets quarterly and comprises key department 
members i.e. John Davies, David Lawler, Richard Baldwin (Director of Development), Katy
Levine, Victoria Steventon (Head of Property Management) and Vasiliki Arvaniti (Head of Asset 
Management). Department leaders then take the conclusion from the committee meetings and 
feed them into their respective teams and processes and then report back on progress. This in 
turn is communicated back to the Executive Committee and Responsible Business Committee. 

A performance and data dashboard is produced for discussion during the Committee 
meetings.

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

Paul Williams, our Chief Executive, is the Sustainability Committee Chairman and is the main 
Board Director with overall accountability for sustainability. Carbon and energy management, 
which is directly linked to climate change, forms a distinct part of our sustainability agenda and 
is also the responsibility of the Chief Executive. Therefore, Paul can update the main Board and 
the Responsible Business Committee on our outlook and activities.

Both the Responsible Business and Sustainability Committees review company performance, 
in terms of climate related activities, which include our science-based carbon targets, energy
efficiency and greenhouse gas emissions linked to climate change.

A performance and data dashboard is produced and discussed during these committee meetings.

We consider short, medium and long-term time horizons to be 0-5, 5-15 and 15+ years 
respectively, recognising that climate-related issues are often linked to the medium to long-term, 
and our properties have a service life of many decades.

Short-term—we have seen a greater shift in terms of legislation e.g. the introduction in the 
UK of the Minimum Energy Efficiency Standards (MEES) for commercial and domestic property, 
which sets a legal minimum in terms of the Energy Performance Certificate (EPC) rating for 
buildings and outlawing new lettings on spaces with an EPC rating of lower than an E. Likewise, 
occupier demand continues to drive the requirement for ever more efficient and sustainable 
buildings, which are cost effective to occupy and promote high levels of health and wellbeing.

Medium-term—issues are a direct consequence of what we see in the short term i.e. we must 
continually invest in and develop our new and existing properties to ever higher standards and 
levels of efficiency to ensure we continue to attract occupiers.

Long-term—we will have to continue to invest in our existing portfolio and our development 
pipeline to ensure they are climate resilient such that our central London buildings remain 
occupiable.

The processes used to determine the risks which are material to our business are set out in 
the risk management section below.

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

  Strategy

Describe the impact of
climate-related risks and 
opportunities on the 
organisation’s business 
strategy, and financial 
planning.

As a central London focused real estate investment trust (REIT) we invest in, develop and 
manage property in central London and, as such, climate-related issues affect the way we 
develop new buildings, how we manage existing ones, and the kinds of suppliers we use to 
support us in these activities. Therefore, we take a proactive approach to managing these issues. 
Our Responsibility Strategy drives our corporate approach and is supported by our Framework 
documents for our development and asset management activities. These documents can be 
found at www.derwentlondon.com/responsibility. They set out how we manage these risks 
within our developments and property management activities and set the necessary performance
standards so that climate-related risks do not adversely affect our work. For example, in our
framework for developments there are requirements to attain high EPC and BREEAM/LEED 
ratings which, in turn, help to make our new buildings more efficient. Likewise, in the framework 
for assets, performance measures are set out which require the constant monitoring of energy, 
carbon, water and waste together with plans to reduce consumption.

To help us plan our climate-related financial investments into our managed properties we 
have built a scenario analysis tool for our science-based carbon targets. This allows us to model 
various energy/carbon management measures on specific buildings in our portfolio to establish 
the likely impact they will have on the reduction trajectory set by our carbon targets. Moreover, 
the tool can forecast the impact of a new property acquisition or disposal. Ultimately, by
addressing risks in this way, we are ensuring that our properties continue to be attractive to 
occupiers and generate income. Likewise, we maintain a competitive advantage in our market 
– and above all are resilient. 

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

Our properties are subject to climate-related risks such as increasing temperatures which 
could lead to greater physical stresses and, in turn, increase our cost base e.g. management 
and utility costs. 

Our business strategy involves both investing in new developments and acquiring older
properties with future regeneration opportunities. We ensure a high degree of resilience in 
our new developments and the regeneration of older properties by setting high standards for
environmental responsibility. When managing our core income portfolio, we have a significant 
focus on energy and carbon reduction, ensuring our buildings operate as efficiently as 
possible. As a result, our strategy centres around the concept of continual improvement 
which ensures a high degree of both climate and financial resilience. Ultimately, we do not 

TCFD disclosure

Introduction Background Investor reporting Investor views Examples of reporting against
the TCFD framework

Appendix

https://www.derwentlondon.com/uploads/downloads/Investors/200414_Derwent_London_Report_Accounts_2019-print-only.pdf
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What is useful?
Owens Corning defines its risk horizons and also provides 
detail on some of the specific issues and products 
considered in the context of climate change risk, namely roof 
shingles and associated weather-related supply issues.

It also outlines some of the possible financial impacts of 
climate change, including those related to specific products. 
The disclosure references links to capital expenditure and 
highlights where operations are not yet impacted.

Owens Corning Inc
2019 Sustainability Report 
Pages 285 and 286
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Climate Change Risks

Climate change risks and opportunities are fundamentally 
driven by three factors: regulations, physical climate factors, 
and other climate-related variations. We monitor physical 
and transition risks (such as new technologies or changing 
regulations) that may impact our operations or planning. 
In addition, we are committed to managing market and 
reputational risk from climate change impacts. This influences 
our greenhouse gas emissions reduction goals and approach, 
as both our products and processes can help us combat 
climate change. We define risk horizons as short-term (1-3 
years), medium-term (3-6 years), and long-term (over 6 years).

We assess and disclose these risks in our CDP report. Some 
of the ways that identified risks and opportunities have 
impacted our business include the following:

 � Products and services. In recent years, Owens Corning 
has made dramatic improvements to its product lines 
in all businesses, to strengthen our sustainable portfolio 
and address the identified potential risk for increased 
regulation on energy efficiency and emissions standards. 
This includes Cool Roof Collection™ shingles and our 
Sustaina® glass fiber fabric.

Using a highly reflective granule technology that reflects 
the sun’s rays, “cool roof” shingles help reduce energy 
use by keeping roofs cooler and reducing air conditioning 
energy levels. Some of our cool roof solutions meet 
ENERGY STAR® requirements for solar reflectance. In 
2019, we introduced eight new shingle colors with a 
minimum solar reflectance index of 20. The new colors 
provide options for darker colors and higher solar 
reflectance with the potential for cooling cost savings.  

Our Sustaina® nonwoven glass fiber fabric uses a 
bio-based binder system with high tensile strength 
performance and does not contain formaldehyde. 

Products like these, that can help our customers save 
energy and avoid emissions, accounted for 64% of our 
revenue in 2019.

� Supply chain or value chain. We believe transportation 
of materials and engagement with a supplier is more 
efficient when the supplier is nearby. This enhances 
sustainability across the supply chain and minimizes the 
impact of storms and natural disasters.

One important area where supply chain-related risks have
impacted our business is regional shingle production.
Historically, when shingles of a particular color were made
at different plants, they were slightly different and therefore
could not be mixed on a roof. We have worked with our
suppliers to create shingles regionally, so we can produce
consistent colors across many of our roofing plants.

This improves our ability to meet demand if a disaster
disrupts production at one plant.

Regional shingles have had a significant impact on 
our roofing business, as we can now mix product from 
different plants, greatly expanding our distribution 
flexibility, even in non-storm-related situations.

� Adaptation and mitigation activities. This impact applies
to some suppliers, facilities, or product lines. Owens
Corning has developed and implemented many adaptation
and mitigation activities related to identified risks and
opportunities. We have invested in administration of
programs and physical loss prevention improvements to
mitigate the risk of natural disasters causing disruption
to our production capacity. Additionally, we’ve invested to
mitigate the risks associated with strengthened air pollution
limits, including the use of our Sustainability Mapping
Tool in the Product Stewardship process. The risk review
process has had a major impact on our adaptation and
mitigation activities, since a majority of those activities
have been created specifically to alleviate identified risks.

After the cases of flooding in the Kearny and Taloja 
plants, we recognized the need to elevate critical electrical 
systems from the ground after rebuilding part of those 
facilities. We now examine the flood history at our 
facilities and evaluate whether we need to elevate critical 
electrical systems in those facilities as well to minimize 
flood risks.

� Investment in Research and Development (R&D). Owens 
Corning has invested in energy-efficient, environmentally 
friendly products such as Cool Roof Collection™ shingles, 
WindStrand® high performance glass fiber roving, and 
others that have proven successful in the marketplace. 
Currently, Owens Corning is investing substantially in 
further R&D in response to the many climate-related 
risks and opportunities that we have defined. The risk 
management process has had a moderate impact on 
how funds are invested in R&D, as the risk management 
process often leads to mitigation needs and identified 
business opportunities.  

For example, the investment in R&D for WindStrand® was
driven in part by climate change-related risk and opportunity
evaluations. WindStrand® is a high-efficiency fabric for wind
blades designed to make wind energy more cost-effective.
High-efficiency fabric is an innovative material that allows
wind blade manufacturers to use 30% fewer layers of
material in the molds for the blades while delivering the same
quality and performance as standard fabrics. That, in turn,
represents a 50% savings in labor and production time for
the blades. By enabling longer, stronger, lighter wind blades,

TCFD
CLIMATE RISK Appendix G
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Climate Change Risks

Climate change risks and opportunities are fundamentally
driven by three factors: regulations, physical climate factors,
and other climate-related variations. We monitor physical
and transition risks (such as new technologies or changing
regulations) that may impact our operations or planning.
In addition, we are committed to managing market and
reputational risk from climate change impacts. This influences
our greenhouse gas emissions reduction goals and approach,
as both our products and processes can help us combat
climate change. We define risk horizons as short-term (1-3
years), medium-term (3-6 years), and long-term (over 6 years).

We assess and disclose these risks in our CDP report. Some 
of the ways that identified risks and opportunities have 
impacted our business include the following:

� Products and services. In recent years, Owens Corning 
has made dramatic improvements to its product lines 
in all businesses, to strengthen our sustainable portfolio 
and address the identified potential risk for increased 
regulation on energy efficiency and emissions standards. 
This includes Cool Roof Collection™ shingles and our 
Sustaina® glass fiber fabric.

Using a highly reflective granule technology that reflects 
the sun’s rays, “cool roof” shingles help reduce energy 
use by keeping roofs cooler and reducing air conditioning 
energy levels. Some of our cool roof solutions meet 
ENERGY STAR® requirements for solar reflectance. In 
2019, we introduced eight new shingle colors with a 
minimum solar reflectance index of 20. The new colors 
provide options for darker colors and higher solar 
reflectance with the potential for cooling cost savings.  

Our Sustaina® nonwoven glass fiber fabric uses a 
bio-based binder system with high tensile strength 
performance and does not contain formaldehyde. 

Products like these, that can help our customers save 
energy and avoid emissions, accounted for 64% of our 
revenue in 2019.

 � Supply chain or value chain. We believe transportation 
of materials and engagement with a supplier is more 
efficient when the supplier is nearby. This enhances 
sustainability across the supply chain and minimizes the 
impact of storms and natural disasters.

One important area where supply chain-related risks have 
impacted our business is regional shingle production. 
Historically, when shingles of a particular color were made 
at different plants, they were slightly different and therefore 
could not be mixed on a roof. We have worked with our 
suppliers to create shingles regionally, so we can produce 
consistent colors across many of our roofing plants. 

This improves our ability to meet demand if a disaster
disrupts production at one plant.

Regional shingles have had a significant impact on 
our roofing business, as we can now mix product from 
different plants, greatly expanding our distribution 
flexibility, even in non-storm-related situations.

� Adaptation and mitigation activities. This impact applies
to some suppliers, facilities, or product lines. Owens
Corning has developed and implemented many adaptation
and mitigation activities related to identified risks and
opportunities. We have invested in administration of
programs and physical loss prevention improvements to
mitigate the risk of natural disasters causing disruption
to our production capacity. Additionally, we’ve invested to
mitigate the risks associated with strengthened air pollution
limits, including the use of our Sustainability Mapping
Tool in the Product Stewardship process. The risk review
process has had a major impact on our adaptation and
mitigation activities, since a majority of those activities
have been created specifically to alleviate identified risks.

After the cases of flooding in the Kearny and Taloja 
plants, we recognized the need to elevate critical electrical 
systems from the ground after rebuilding part of those 
facilities. We now examine the flood history at our 
facilities and evaluate whether we need to elevate critical 
electrical systems in those facilities as well to minimize 
flood risks.

� Investment in Research and Development (R&D). Owens 
Corning has invested in energy-efficient, environmentally 
friendly products such as Cool Roof Collection™ shingles, 
WindStrand® high performance glass fiber roving, and 
others that have proven successful in the marketplace. 
Currently, Owens Corning is investing substantially in 
further R&D in response to the many climate-related 
risks and opportunities that we have defined. The risk 
management process has had a moderate impact on 
how funds are invested in R&D, as the risk management 
process often leads to mitigation needs and identified 
business opportunities.  

For example, the investment in R&D for WindStrand® was
driven in part by climate change-related risk and opportunity
evaluations. WindStrand® is a high-efficiency fabric for wind
blades designed to make wind energy more cost-effective.
High-efficiency fabric is an innovative material that allows
wind blade manufacturers to use 30% fewer layers of
material in the molds for the blades while delivering the same
quality and performance as standard fabrics. That, in turn,
represents a 50% savings in labor and production time for
the blades. By enabling longer, stronger, lighter wind blades,
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Climate Change Risks

Climate change risks and opportunities are fundamentally
driven by three factors: regulations, physical climate factors,
and other climate-related variations. We monitor physical
and transition risks (such as new technologies or changing
regulations) that may impact our operations or planning.
In addition, we are committed to managing market and
reputational risk from climate change impacts. This influences
our greenhouse gas emissions reduction goals and approach,
as both our products and processes can help us combat
climate change. We define risk horizons as short-term (1-3
years), medium-term (3-6 years), and long-term (over 6 years).

We assess and disclose these risks in our CDP report. Some 
of the ways that identified risks and opportunities have 
impacted our business include the following:

� Products and services. In recent years, Owens Corning 
has made dramatic improvements to its product lines 
in all businesses, to strengthen our sustainable portfolio 
and address the identified potential risk for increased 
regulation on energy efficiency and emissions standards. 
This includes Cool Roof Collection™ shingles and our 
Sustaina® glass fiber fabric.

Using a highly reflective granule technology that reflects 
the sun’s rays, “cool roof” shingles help reduce energy 
use by keeping roofs cooler and reducing air conditioning 
energy levels. Some of our cool roof solutions meet 
ENERGY STAR® requirements for solar reflectance. In 
2019, we introduced eight new shingle colors with a 
minimum solar reflectance index of 20. The new colors 
provide options for darker colors and higher solar 
reflectance with the potential for cooling cost savings.  

Our Sustaina® nonwoven glass fiber fabric uses a 
bio-based binder system with high tensile strength 
performance and does not contain formaldehyde. 

Products like these, that can help our customers save 
energy and avoid emissions, accounted for 64% of our 
revenue in 2019.

� Supply chain or value chain. We believe transportation 
of materials and engagement with a supplier is more 
efficient when the supplier is nearby. This enhances 
sustainability across the supply chain and minimizes the 
impact of storms and natural disasters.

One important area where supply chain-related risks have
impacted our business is regional shingle production.
Historically, when shingles of a particular color were made
at different plants, they were slightly different and therefore
could not be mixed on a roof. We have worked with our
suppliers to create shingles regionally, so we can produce
consistent colors across many of our roofing plants.

This improves our ability to meet demand if a disaster 
disrupts production at one plant. 

Regional shingles have had a significant impact on 
our roofing business, as we can now mix product from 
different plants, greatly expanding our distribution 
flexibility, even in non-storm-related situations.

� Adaptation and mitigation activities. This impact applies
to some suppliers, facilities, or product lines. Owens
Corning has developed and implemented many adaptation
and mitigation activities related to identified risks and
opportunities. We have invested in administration of
programs and physical loss prevention improvements to
mitigate the risk of natural disasters causing disruption
to our production capacity. Additionally, we’ve invested to
mitigate the risks associated with strengthened air pollution
limits, including the use of our Sustainability Mapping
Tool in the Product Stewardship process. The risk review
process has had a major impact on our adaptation and
mitigation activities, since a majority of those activities
have been created specifically to alleviate identified risks.

After the cases of flooding in the Kearny and Taloja 
plants, we recognized the need to elevate critical electrical 
systems from the ground after rebuilding part of those 
facilities. We now examine the flood history at our 
facilities and evaluate whether we need to elevate critical 
electrical systems in those facilities as well to minimize 
flood risks.

� Investment in Research and Development (R&D). Owens 
Corning has invested in energy-efficient, environmentally 
friendly products such as Cool Roof Collection™ shingles, 
WindStrand® high performance glass fiber roving, and 
others that have proven successful in the marketplace. 
Currently, Owens Corning is investing substantially in 
further R&D in response to the many climate-related 
risks and opportunities that we have defined. The risk 
management process has had a moderate impact on 
how funds are invested in R&D, as the risk management 
process often leads to mitigation needs and identified 
business opportunities.  

For example, the investment in R&D for WindStrand® was
driven in part by climate change-related risk and opportunity
evaluations. WindStrand® is a high-efficiency fabric for wind
blades designed to make wind energy more cost-effective.
High-efficiency fabric is an innovative material that allows
wind blade manufacturers to use 30% fewer layers of
material in the molds for the blades while delivering the same
quality and performance as standard fabrics. That, in turn,
represents a 50% savings in labor and production time for
the blades. By enabling longer, stronger, lighter wind blades,
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our high-efficiency fabric solution lowers the cost of wind
energy, thus contributing to the worldwide advancement of
this alternative source of energy production.

� Operations. Identified climate related risks and 
opportunities have had a significant impact for Owens 
Corning. In 2015 we made major investments in 
renewable energy. We installed a solar array at our 
corporate headquarters, satisfying about 20% of the 
building’s energy needs and offsetting the equivalent 
amount of GHG emitted from the building’s commuters. In 
2015, Owens Corning signed power purchase agreements 
for renewable electricity totaling 250 megawatts. In Q4 of 
2016, two wind farms came online and are now providing 
renewable energy into the grid, impacting emissions and 
renewable energy in 2019. Owens Corning continues to 
look for opportunities to expand our renewable portfolio, 
reviewing several on-site and off-site programs.

Impacts of risks and opportunities on our financial planning 
are as follows:

� Revenues: Impacted. Owens Corning has incorporated
the identified risks and opportunities into our financial
planning process. Our new product developments are
factored into our forecasting, as previous climate-related
products such as EcoTouch® were when they were being
developed.

A growing number of Owens Corning products, including
some of our high-density insulation products and shingles,
are made with 100% wind-powered electricity and are part
of a reduced embodied-carbon portfolio. We currently
have eleven products that have received third-party wind
electricity certification. See our Product Innovation &
Stewardship chapter for more information.

� Operating costs: Impacted. Owens Corning incorporates
the impact of the identified risks into its operating costs
for financial planning models based on a number of
factors including the likelihood, timeframe, and magnitude
of the financial impact of the risk or opportunity. 

For example, in the event of reduced production capacity
due to climate-related increases in storm activity and
severity, Owens Corning would potentially see increased
operating costs with substantial magnitude of impact
in the affected regions. The increase would be due to
cleanup costs, as well as alternate transportation costs,
increased maintenance, and likely increased production
costs as the repaired line is brought back up to production.
This estimated impact would be included in the financial
planning process across various scenarios and analyses.
The damage Hurricane Sandy caused to our Kearny roofing
plant provided an actual example we could use to adjust
our planning estimates for future potential severe weather
events and their impact on operating costs.

� Capital expenditures/capital allocation: Impacted for 
some suppliers, facilities, or product lines. Capital 
expenditures and allocations are frequently impacted by 
identified risks and opportunities. Examples include the 
capital expenditures needed to make cool roof shingles, 
driven by our recognition of the opportunity that Owens 
Corning has due to climate change. See the Expanding 
Our Product Handprint section for more discussion about 
our portfolio of sustainable products.

Similarly, in our risk and opportunities analyses a few years
ago, we identified a need for changes to our foam blowing
agent. In our subsequent planning processes, we included
the new equipment required to use a foam blowing agent
with a lower global warming potential (GWP).

Our response to identified climate related risks and 
opportunities like these has had a substantial impact on 
our financial planning of capital allocation.

� Acquisitions and divestments: Impacted for some 
suppliers, facilities, or product lines. Identified risks and 
opportunities have had a moderate impact on our financial 
planning for acquisitions and divestments. Over the last 
several years acquisitions have been an important part of 
our growth strategy. We look for acquisition opportunities 
with businesses that meet specific criteria. They must do 
the following: 

• Provide stable and attractive margins and strong 
synergies.

• Address our target growth areas.

• Meet our strategic objectives. 

We evaluate our acquisition candidates through multiple 
lenses, including sustainability, and we ask a critical 
question: Will this business be better with us as its owner? 

As sustainability guides our operations, we want to be 
confident that we can improve the environmental, health, 
and safety (EHS) performance, employee experience, 
customer experience, and community impact of the 
companies that join us. Our ambitions are to bring a 
new perspective on safety and health, improve energy 
efficiency, and lower waste in operations. 

Owens Corning has purchased several companies in 
recent years. The acquired businesses successfully 
expand the capabilities and global reach of our three 
business segments (Composites, Insulation, and Roofing). 
Improving EHS performance and enhancing the employee 
experience are critical elements in our acquisition 
integration process. The identified climate change-related 
opportunities, including more aggressive building codes, 
increased building materials demand due to potentially 
increased storm activity and severity, and improved 
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our high-efficiency fabric solution lowers the cost of wind
energy, thus contributing to the worldwide advancement of
this alternative source of energy production.

� Operations. Identified climate related risks and 
opportunities have had a significant impact for Owens 
Corning. In 2015 we made major investments in 
renewable energy. We installed a solar array at our 
corporate headquarters, satisfying about 20% of the 
building’s energy needs and offsetting the equivalent 
amount of GHG emitted from the building’s commuters. In 
2015, Owens Corning signed power purchase agreements 
for renewable electricity totaling 250 megawatts. In Q4 of 
2016, two wind farms came online and are now providing 
renewable energy into the grid, impacting emissions and 
renewable energy in 2019. Owens Corning continues to 
look for opportunities to expand our renewable portfolio, 
reviewing several on-site and off-site programs.

Impacts of risks and opportunities on our financial planning 
are as follows:

� Revenues: Impacted. Owens Corning has incorporated 
the identified risks and opportunities into our financial 
planning process. Our new product developments are 
factored into our forecasting, as previous climate-related 
products such as EcoTouch® were when they were being 
developed. 

A growing number of Owens Corning products, including 
some of our high-density insulation products and shingles, 
are made with 100% wind-powered electricity and are part 
of a reduced embodied-carbon portfolio. We currently 
have eleven products that have received third-party wind 
electricity certification. See our Product Innovation & 
Stewardship chapter for more information.

� Operating costs: Impacted. Owens Corning incorporates 
the impact of the identified risks into its operating costs 
for financial planning models based on a number of 
factors including the likelihood, timeframe, and magnitude 
of the financial impact of the risk or opportunity. 

For example, in the event of reduced production capacity
due to climate-related increases in storm activity and
severity, Owens Corning would potentially see increased
operating costs with substantial magnitude of impact
in the affected regions. The increase would be due to
cleanup costs, as well as alternate transportation costs,
increased maintenance, and likely increased production
costs as the repaired line is brought back up to production.
This estimated impact would be included in the financial
planning process across various scenarios and analyses.
The damage Hurricane Sandy caused to our Kearny roofing
plant provided an actual example we could use to adjust
our planning estimates for future potential severe weather
events and their impact on operating costs.

 � Capital expenditures/capital allocation: Impacted for
some suppliers, facilities, or product lines. Capital 
expenditures and allocations are frequently impacted by 
identified risks and opportunities. Examples include the 
capital expenditures needed to make cool roof shingles, 
driven by our recognition of the opportunity that Owens 
Corning has due to climate change. See the Expanding 
Our Product Handprint section for more discussion about 
our portfolio of sustainable products.

Similarly, in our risk and opportunities analyses a few years
ago, we identified a need for changes to our foam blowing
agent. In our subsequent planning processes, we included
the new equipment required to use a foam blowing agent
with a lower global warming potential (GWP).

Our response to identified climate related risks and 
opportunities like these has had a substantial impact on 
our financial planning of capital allocation.

� Acquisitions and divestments: Impacted for some 
suppliers, facilities, or product lines. Identified risks and 
opportunities have had a moderate impact on our financial 
planning for acquisitions and divestments. Over the last 
several years acquisitions have been an important part of 
our growth strategy. We look for acquisition opportunities 
with businesses that meet specific criteria. They must do 
the following: 

• Provide stable and attractive margins and strong 
synergies.

• Address our target growth areas.

• Meet our strategic objectives. 

We evaluate our acquisition candidates through multiple 
lenses, including sustainability, and we ask a critical 
question: Will this business be better with us as its owner? 

As sustainability guides our operations, we want to be 
confident that we can improve the environmental, health, 
and safety (EHS) performance, employee experience, 
customer experience, and community impact of the 
companies that join us. Our ambitions are to bring a 
new perspective on safety and health, improve energy 
efficiency, and lower waste in operations. 

Owens Corning has purchased several companies in 
recent years. The acquired businesses successfully 
expand the capabilities and global reach of our three 
business segments (Composites, Insulation, and Roofing). 
Improving EHS performance and enhancing the employee 
experience are critical elements in our acquisition 
integration process. The identified climate change-related 
opportunities, including more aggressive building codes, 
increased building materials demand due to potentially 
increased storm activity and severity, and improved 
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demand for existing products due to our reputation for 
sustainable products, were all factors in our acquisitions 
to expand our product line.  These opportunities continue to
be involved in our financial planning process as we continue
to evaluate and analyze additional acquisition targets.

� Access to capital: Not yet impacted. Owens Corning’s 
access to capital in our financial planning process 
may be impacted by the risks and opportunities we 
have identified. Our financial modeling incorporates 
the impact of risks and opportunities based on the 
timeframe, likelihood, and magnitude of impact. Our 
finance organization during planning will look at different 
scenarios based on the likelihood of potential risks or 
opportunities occurring. 

For Owens Corning specifically, that means, for example, 
that impacts on our production facilities and capacity 
from increased severity of storms could negatively 
impact our access to capital for subsequent periods, 
perhaps substantially depending on the level of production 
capacity impact. Substantial damage to our facilities 
requiring capital investment beyond insurance recovery, 
coupled with production issues could impact our debt 
level and degree of leverage. As discussed in Owens 
Corning’s 2019 10-K, other consequences from this 
include our ability to obtain additional debt or equity 
financing for working capital, capital expenditures, debt 
service requirements, acquisitions, and general corporate 
or other purposes may be limited. This and the potential 
impacts from our other risks and opportunities are 
factored into the financial planning process and results for 
future years, however to date Owens Corning’s access to 
capital has not yet been impacted. While the timeframe 
for the impact of climate change is unknown, Owens 
Corning considers this a long-term risk, which we define 
as a minimum of 6-10 years. Owens Corning makes multi-
year capital investments to be consistent with our strategy 
to remain investment grade.

Of the risks that we monitor, Owens Corning has established 
three levels for value impact: 

� The lowest level are those risks where the company can 
absorb the financial impact, and the reputational impact is 
relatively non-existent. 

� The next level is moderate financial impact, with a potential
to be known by the public or to damage our reputation.

� The highest level is significant financial impact and or 
reputational damage, with the potential to be catastrophic 
to the organization.

While we have determined that it is important to monitor all 
three levels of risks, those in the moderate and significant 
levels are defined as having substantive financial impact. 

Some examples of our approach to managing these risks are 
provided here.

Water Quality And Supply
Our manufacturing processes require high-quality water, so
impacts to the water supply caused by climate change or other
influences present a physical risk to our business, as declining
water quality could lead to increased operating costs.

Some of our facilities are located in hydrological sub-basins 
identified in the World Resource Institute (WRI) Aqueduct 
Water Risk Atlas as high or extremely high Baseline Water 
Stress or Baseline Water Depletion. “Stress” refers to the ratio 
of demand for water compared to the supply of renewable 
water in a basin, and “Depletion” refers to the impact that 
water consumption may have on the local water supply 
and on water availability for downstream users; both are 
indicators of potential decline in water availability. Depletion 
of groundwater volumes may result in a dramatic change in 
water quality where investment in water treatment technology 
would likely be required for our operations to provide high-
quality product performance. If we become unable to use 
intake water with our current processes to meet our quality 
standards, additional investment in water processing 
equipment could be required. This would increase our initial 
capital costs, as well as increasing ongoing maintenance 
costs and effort. The cost would depend on the extent of the 
poor water quality and products impacted. 

Our top priority has been to increase our water use efficiency 
through leak detection and repair, process improvements, and 
water reuse and recycling. Across our network of facilities, we 
have increased employee awareness of water conservation, 
and we continue to research opportunities to reduce our 
water consumption while also increasing water that is 
recycled and reused throughout our processes. 

Energy Supply And Cost
A transition risk that could impact our direct operations is an
increased cost or reduced supply of energy supply.

Owens Corning is at risk of significant impact to our
reported financial results due to volatile energy costs or
supply disruptions. We operate in environments where the
flow of energy supply has regulations that can impact our
performance. To mitigate this risk, we have a commodities risk
management committee that oversees financial risk related to
our energy supply pricing. We deploy location-specific energy
sourcing strategies and review energy markets on an ongoing
basis. We monitor and assess technological advancements
in energy storage and distributed energy generation. As part
of a larger Total Productive Maintenance initiative, we work to
ensure energy transmission reliability for key manufacturing
processes. One example of this is battery storage at one of our
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What is useful?
ING outlines whether the areas it lends to are meeting the 
trajectory required to steer its lending portfolio in line with the 
goals of the Paris Agreement, and where ING’s record sits in 
relation to that. It also discloses targets and outlines what does 
and does not get funded given INGs’ view of the future.

ING Groep NV
Terra progress report 2020: Our approach to climate 
action  
page	11
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The Climate Alignment Dashboard
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ING Groep NV
Climate action website and Terra progress report 
2020: Our approach to climate action  
page	12
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The Climate Alignment Dashboard shows the CO2 intensity per sector of our portfolio 
(year-end 2019) compared to the market and the relevant climate scenario.7
It also displays the climate alignment portfolio target per sector and ING’s intended 
decarbonisation pathway per sector to converge towards the portfolio target.8

There are two exceptions. For oil and gas, we show the absolute portfolio reduction 
trend in line with the relative climate scenario with our 2019 upstream portfolio as our 
base year for reduction. And for shipping, we show the average alignment delta: the 
difference between actual and required annual efficiency ratio per vessel. 

Each sector chart will be further discussed in the sector deep dives below. 

Scope
As mentioned, the analysis focuses on the most climate-relevant sectors, measured 
by global carbon footprint (sectors globally responsible for approximately a combined 
75% of total emissions). Within each sector, we look at the part of the value chain that 
generates most of the climate impact and that relates to the scenarios applied. 

For example, within the power sector, it’s the way power is generated that matters 
most – whether it’s produced using renewable energy technology or by fossil fuel 

combustion. Similarly, for automotive, it’s about the car producers and type of 
vehicle they produce – whether it’s an internal combustion engine or a zero-tailpipe 
emission vehicle. In short, Terra’s scope includes the parts of our portfolio that finance 
power generation, automotive producers, commercial and residential real estate 
owners, cement producers, steel producers, fossil fuel extraction, aircraft owners and 
shipowners (see Technical Annex for details).

How we steer 
We have identified two main ways that ING can influence the CO2 intensity of 
our sector portfolios: 1) by supporting and engaging with existing clients to shift 
investments more towards low-carbon technologies, and 2) by shifting our own capital 
allocation choices more towards low-carbon technologies and away from high-carbon. 
One example is to reduce our financing of sectors that require a decline in production 
over time to meet the Paris goals, such as coal and upstream oil and gas, while 
financing more renewables. 

Regarding the latter, ING increased our renewable power generation financing by 
€1.19 billion in 2019 while reducing our direct exposure to coal-fired power plants 
by 22%.9 This year, we also announced our commitment to reduce our financing 
to upstream oil and gas by 19% by 2040, in line with the Sustainable Development 
Scenario production trend. In commercial real estate, we also saw an increase to a 
total of 65% of A-C label buildings in our commercial real estate portfolio, in line with 
our ambitious 2019 goal. In shipping’s first year of reporting, ING’s portfolio has been 
outperforming the required annual efficiency ratio by 8.1%.

7 See technical annex for definitions and methodological explanations for arriving at intensity metrics.
8 While the decarbonisation pathway is indicative of the direction of travel our portfolio needs to take in order to achieve the 

portfolio target, we expect that circumstances will change as we move along the transition pathway. However, these short-
term changes should not imply that we cannot achieve the long-term portfolio target, which is prevailing. 

9 ING Annual Report 2019, p. 431. 

2. What we do finance
We’ve financed billions of euros in energy projects, from wind farms, solar energy, 
and geothermal power production; to energy efficiency in buildings and production 
lines; to electric vehicles and bio-based plastics; to (waste) water treatment and 
supply and circular economy solutions. We do this through green loans, green 
bonds, and other innovative products and financing constructions.
One such innovation is our sustainability improvement loan, which offers corporate 
clients a lower interest rate for improved sustainability performance. This has been 
very well-received since we introduced it in 2017, and we’ve supported more than 
65 of these types of deals as at 30 September 2019. These loans cover more than 
just climate, but it’s an important motivator for companies looking to improve their 
climate performance.
We also do a lot to financing a circular economy – one where people and companies 
‘reduce, reuse and recycle’ instead of ‘take, make and waste’. It’s about making the 
transition from ownership to access.
2. What we don’t finance
We apply strict social, ethical and environmental criteria in our financing and 
investment policies and practices.
Every client and transaction is assessed, monitored and evaluated against the 
requirements of our Environmental and Social Risk (ESR) framework to ensure 
compliance and limit negative impact on the environment and communities. This 
way, climate and environmental impact are taken into account every time we make 
financing or investment decisions.
We also say ‘no’ to certain companies and sectors, like with our aim to reduce our 
exposure to coal power generation to close to zero by 2025. ING was the first bank 
to commit to exiting coal.
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What	is	useful?
National Grid outlines why climate change has moved from an emerging to a principal risk. The disclosure 
outlines transition and physical risk separately, with descriptions within those categories and the National 
Grid response. The extracts also state that there are financial statement implications and references where 
these are disclosed in the financial statements. 

National Grid plc
Annual Report and Accounts 2019/20 
Pages 23, 60 and 62 

What metrics are used to assess these risks and opportunities? 
We have continued to advance our environmental sustainability 
strategy, focusing on three key areas: climate change, responsible 
use of natural resources and caring for the natural environment. 
We have metrics and targets that allow us to measure our impact 
on the environment, demonstrate our commitment and monitor our 
performance. As previously discussed, the cornerstone of our suite 
of metrics is our commitment to reducing our impact by achieving 
net zero for our Scope 1 and 2 emissions by 2050, with interim targets 
of an 80% reduction by 2030 and a 90% reduction by 2040. Numerous 
underlying metrics support this goal and our broader sustainability 
ambition, including reducing the carbon footprint of our operating 
facilities, enhancing the natural value of our properties, recycling and/or 
reusing our recovered assets and reducing our office waste. These are 
discussed in more detail on pages 50 and 51.

We have also included enhanced disclosures in the financial statements 
prepared under IFRS to explain how we have considered the financial 
impacts of climate change, in particular evaluating the impact of new 
net zero commitments in our territories, and the effect this has had 
on judgements and estimates such as the useful economic life of 
our assets. See notes 1 and 13 to the financial statements for details. 
This remains a recurring area of focus for the Audit Committee. 

Future intent 
We continually review our metrics and targets, as needed, to ensure 
that the data we are measuring is meaningful, aligns with our strategy, 
and is providing the information the business and our stakeholders need 
to effectively monitor our performance and demonstrate our progress. 
In 2020/21, we will be laying out our pathway to achieve our net zero by 
2050 emission reductions and setting targets to align our ambitions and 
provide better visibility to our progress.

We are also evaluating development of a meaningful Scope 3 target that 
enables us to align to Science Based Targets Initiative (SBTI) criteria, 
specifically focusing on our customers.

Case study: the future of heat
The transition to a low-carbon economy is and will continue to change
the sources of energy used (e.g. heat pumps and hybrid solutions),
and the way energy is supplied and consumed (e.g. building retrofits
to improve energy efficiency). Gas distribution in the US and gas
transmission in the UK and US remain core to our business strategy,
and we believe it will remain central to the energy mix in both
countries. There is likely to be a mosaic of solutions, including
reducing emissions from the natural gas transmission and distribution
networks, as well as conversions to both electric and lower carbon
gas heating (renewable natural gas or gas blended with hydrogen),
focusing on cost-effective solutions and meeting different
consumer needs.

In conjunction with government agencies, other utilities and key
stakeholders and other gas networks, we have developed a programme
of work to gather evidence and help us understand what is required
to incorporate hydrogen and renewable natural gas into the gas
supply. We are also working with industry to consider what
improvements and changes are needed to maintain well-functioning,
liquid gas markets throughout the transition, and ensure security of supply
and delivery of natural gas, renewable natural gas and hydrogen.

Refer to page 13 for further details on the future of heat.

Image: Newtown Creek, a renewable gas project
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What are the risks and opportunities from climate change?
The rapid changes in the energy market and demands to meet net zero emission targets present several challenges that are both a risk and
opportunity for us. In addition, the changes in temperature and weather patterns have and continue to present challenges and risks. These risks
and opportunities, along with a summary of the work we are doing to address them, are presented in the table below.

Risk/  
opportunity type Description Our response

Transition 

Markets The operating environment and regulatory 
framework are rapidly changing in line 
with the decarbonisation of the electricity 
and gas networks in the UK and US. 

Facilitating the transition to a low-carbon economy is central to our purpose as a business, 
and certain key actions we are taking in relation to decarbonisation and decentralisation are 
set out on pages 12 – 15.

Markets Commercial opportunities from the 
transition towards net zero (short/medium 
and long-term). 

Development of a strategy to enable the building of charging stations across our 
US jurisdictions and UK highways and to meet demand for electric vehicles.

We have developed a dedicated programme to understand what is required to incorporate 
hydrogen and renewable natural gas into the gas supply.

Acquisition of Geronimo, a leading developer of wind and solar generation assets based 
in Minneapolis, Minnesota, to help position us to develop and grow a large-scale 
renewable business in the US.

Our interconnectors form an important part of the UK decarbonisation, by allowing us 
to exchange surplus renewable electricity with neighbouring countries. 

We are leading the development of Carbon Capture Utilisation and Storage (CCUS) 
technology in the Humber, UK, to support this area to become the first zero carbon region 
in the world.

Our continuing energy-efficiency programmes across Massachusetts, Rhode Island 
and New York have reduced CO2 emissions by more than 725,000 metric tonnes over the 
past year which is equivalent to the GHG emissions from over 156,000 passenger vehicles 
driven for one year.

Markets Changes in supply and demand for 
existing and new technologies.

Our analysis, underpinned by the ESO Future Energy Scenarios (FES) shows that, even with 
increased decentralisation of electricity, there is a key role for Electricity Transmission in the 
UK under a range of scenarios that meet the UK’s 2050 climate change goals.

As the transition to renewable generation continues, we will work with the Long Island 
Power Authority (LIPA) to transform our generation fleet by responding to future RFPs. 
Under our existing contracts which extend through 2028, LIPA determines their reliability 
and sustainability needs and which units are operated, retired or transformed.

Our FES will be aligned to not meeting, meeting or exceeding the 2050 net zero target.

Security and 
reliability

Electricity grid reliability and 
peak capacity.

Our principal focus is around ensuring that our electricity network is able to actively support 
and contribute to a future where demand for and supply of electricity are ever changing. 

With growth in renewables increasing intermittency on the network, and electrification of 
transport and heat likely, we are working with our stakeholders to ensure that grid reliability 
is understood, managed and planned at appropriate levels. 

Security and 
reliability

Facilitating zero carbon operation 
of the Great Britain electricity system.

In April 2019, the ESO announced its ambition to transform the operation of the electricity 
system by 2025. Our goal is to be able to operate the system safely and securely at zero 
carbon whenever there is sufficient renewable generation online and available to meet the 
total national load. 

To facilitate this, the ESO has agreed contracts with five parties, worth £328 million over 
a six-year period, in a world-first approach to managing the stability of the electricity system. 

Physical risks

Extreme weather Physical impacts from extreme weather 
events such as storms and flooding.

We continue to address the physical risks from extreme weather-related events, with a focus 
on flooding events (in both the UK and US) and storm hardening (in the US). See case study 
on page 61. As this work continues, it will be informed by not only the weather patterns we 
are experiencing, but also the results of the ongoing scenario testing.

Changing weather 
conditions

Increased frequency of weather incidents 
leading to asset damage/compromise and 
operational risks.

We will undertake a review of resilience from weather impacts to date. Work is ongoing 
to update standards with updated information. As an example, our US engineering team 
is updating standards for new and rebuilt substations to address changes in inland and 
coastal flooding projections.

The ongoing scenario testing will consider whether our design standards are still 
appropriate under different scenarios, for example, a wider temperature range.

Changing weather 
conditions

Changes in supply of and demand for 
gas and electricity as a result of changing 
weather conditions.

The ESO is undertaking a project, Mapping Impacts and Visualisation of Risks of extreme 
weather on system operation (MIVOR), to evaluate the impacts of extreme weather events 
on system operation up to 2050.
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Our principal risks and uncertainties
Accepting that it is not possible to identify, anticipate or eliminate every risk that may arise, and that risk is an inherent part of doing business,
our risk management process aims to provide reasonable assurance that we understand, monitor and manage the main uncertainties that we face
in delivering our objectives. This aim includes considering inherent risks, which in turn exist because of the nature of day-to-day operations in our
industry, and financial risks, which exist because of our financing activities. Our principal risks, and a summary of actions taken by management,
are provided in the table below. We have provided an overview of the key inherent risks we face on pages 227 – 230, as well as our key financial
risks, which are incorporated within note 32 to our consolidated financial statements on pages 182 – 194. Risk trends reported below take into
account controls, any additional mitigation actions and may be influenced by internal or external developments.

People risks
It is through the high-quality work of our employees that we will achieve our vision, respond to the changing needs of our stakeholders and create a
competitive advantage. Building and fostering an engaged and talented team that has the knowledge, training, skills and experience to deliver our
strategic objectives is vital to our success. We must attract, integrate and retain the talent we need at all levels of the business.

Risks Actions taken by management

Failure to build sufficient capability and leadership 
capacity (including effective succession planning)
required to deliver our vision and strategy.

*Risk trend: Neutral (18/19 Neutral)

*Risk trends are assessed to include any external factors 
outside our control as well as the strength and 
effectiveness of our controls and additional mitigations as
reviewed by management up to 31 March 2020.

We have embedded strategic workforce planning in our US and UK organisations. This process helps to 
effectively inform financial and business planning, as well as human resourcing needs.

Our entry-level talent development schemes (graduate training and apprenticeships) are a potential source 
of competitive advantage in the market place. We are involved in a number of initiatives to help secure 
the future engineering talent we require, including the UK annual residential work experience week and the 
US Pipeline and Graduate Development Programmes.

We also continue to develop the rigour of our succession planning and development planning process, 
particularly at senior levels. It is now being applied deeper into the organisation as well as continued 
attention in relation to the ethnic diversity of both our management and field force population. 

There are multiple activities underway to drive this agenda, including ‘neutral’ talent and selection 
processes, development interventions and a global review of our inclusion and diversity strategy and 
resources.

During the year, in the UK, a three-year labour agreement was reached with our trade unions, introducing 
revised terms and conditions.

Financial risks
While all risks have a financial liability, financial risks are those which relate to financial controls and performance. Financial risk management is a critical process 
used to make investment decisions and aims to maximise investment returns and earnings for a given level of risk.

Our key financial risks are described in note 32 to our financial statements on pages 182 – 194.

Case study on climate change moving from an emerging risk 
to a principal risk
Our risk registers typically include risks likely to manifest within the 
short to medium, rather than longer term. In the case of climate 
change, weather-related event risks previously featured, as did 
transition risks associated with the decarbonisation of heat and 
electricity and these were included as a threat in several of our 
existing principal risks (e.g. energy interruption, disruptive forces).

Over the last 12 to 18 months, facilitated workshops were held with 
each of the core businesses to ensure completeness of risk capture 
specifically relating to climate change and our net zero commitment, 
considering both physical and transitional risks.

Consideration was given to whether the individual or combined 
risks arising from increased variability in temperature, and/or greater 
wear and tear on assets under more extreme weather conditions 
such as flooding and higher temperatures, should feature more 
prominently. This was especially pertinent in the light of updates 
in climate science, observations of the changing weather such as 
increased intensity and frequency of storms on the US east coast, 
and wildfire ferocity in locations such as South America, California 
and Australia. We also understand the growing urgency to find a 
solution to decarbonise heat and the future of gas in a way that is fair, 
affordable and not overly disruptive to consumers. 

As a result, a recommendation to develop a bespoke climate change 
risk was considered by the Executive Committee and Board, and 
discussed with US, UK and NGV executives and subject matter 
experts. The addition of a bespoke climate change principal risk was 
finalised in autumn 2019. 
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What is useful?
Landsec’s disclosure outlines some of the specific inputs into its four-degree scenario, outlines the operational 
challenges that will be faced and outlines some of the changes that Landsec will need to make to respond, 
thereby displaying a consistency of message across reporting formats. 

Landsec plc
Sustainability Performance and Data Report 2020 
Page 36

Four-degrees scenario 
This scenario is aligned with the IPCC’s RCP 8.5, where 
climate change will increase by up to four degrees by 2100. 
In the lead-up to 2030, limited actions are taken to 
mitigate climate change, current levels of investment in 
low-carbon technology continue, and emissions continue 
to rise along their current trajectory. In the period between 
2030 and 2100, the physical effects of climate change 
begin to intensify rapidly, and government, business and 
society will need to adapt to the effects.

Beyond 2030, widespread disruption to markets could 
begin to occur, and investment in climate change-resilient 
technologies and infrastructure is likely to be required for 
organisations with physical assets. The policy, regulatory 
and legal response, although limited in the short term, 
could begin to force organisations in control of physical 
assets to adapt to climate change. In this scenario, 
businesses with high levels of carbon emissions could 
experience a backlash in consumer, customer and 
investor sentiment.

Physical and adaptation risks

 — What could happen in this scenario by 2070?
 — 5.4°C hotter in summer 
 — 50% increase in heatwaves
 — 35% more rain in winter
 — 9% increase in electricity use
 — 32% decrease in gas use 

In this scenario it is likely we will experience an increase 
in flash flooding, river floods, coastal flooding and storm 
surges. These weather events are applicable to a small 
proportion of assets in our portfolio, noted in the Metrics 
and targets section of this report. Increases in year-round 
temperature are predicted, with summer temperatures 
5.4°C higher and winter temperatures 4.2°C higher than 
the current climate. Higher levels of precipitation are 
predicted in winter at up to +35%, and lower levels of 
summer precipitation are predicted at down to –47%.

These physical effects could have several effects on our 
business due to changes in markets, policy, regulation 
and technology. Accordingly, we do not consider the 
consequences of these physical risks to be ‘transition’ risks, 
as under the four-degrees scenario there will be very 
little transitional activity. We consider these risks and 
associated impacts to be costs of adapting to the new 
climate and weather patterns.

In this scenario, the physical risks to our portfolio could 
pose several market challenges, including potential lower 
asset values, higher operational costs, higher costs of 
insurance premiums, and reduced attractiveness to our 
customers and consumers. Specifically, asset values could 
fall where they are proven to have poor resilience to 
windstorm and flooding. Where we own assets in cities, 
particularly London, we could experience reduced 
demand for our properties affected by extreme heat 
and air pollution.

Due to the extreme temperature and weather patterns 
associated with this scenario, it is likely that poorly 
designed, operated and maintained assets will experience 
more frequent building system and envelope failures. 
This is likely to lead to higher operational costs, but also 
reputational risks, where customers begin to rely more on 
property companies to maintain safe and comfortable 
spaces for their staff and consumers. More extreme 
weather could also lead to increasing numbers of building 
failures and natural catastrophes, leading to rising 
insurance premiums. 

In this scenario our business could also be affected by 
higher raw material costs due to increasing fossil fuel 
and water costs, disruption to logistics and higher cost 
of production from taxes and levies. Similarly, we would 
experience higher construction costs arising from climate 
change-resilient facades and building services with 
increased capacity.

In the long term under this scenario, a widespread 
decrease in combustion engine vehicle use could lead 
to assets without good public transport links becoming 
less attractive to consumers. Consumers and our direct 
customers could develop greater awareness and 
expectations of property businesses, pressurising them 
to act on climate-related issues, and creating greater 
favour for destinations which are sustainable. 

Owing to the nature of this scenario, there are only limited 
opportunities as the impacts are predominantly negative 
for most business types. We could experience higher levels 
of customer and investor demand for resilient assets which 
can withstand the increasing frequency of windstorm and 
flooding. In addition, falling asset values and business 
failures could lead to opportunity for more resilient 
businesses to gain increasing market share. 

How we’ll need to respond 
In this scenario, our analysis demonstrates that changes 
to our strategy and financial planning will be required. 
This will include divestment of assets which are less 
resilient to extreme heat and rainfall, or investment into 
infrastructure to limit the impact of flooding and coastal 
surge. We believe our strategy for investing in high-quality 
assets in primary locations will continue to be resilient in 
this scenario. However, to maintain an effective strategy 
we will need to increase our prioritisation of climate 
change factors in investment, development and 
divestment decisions. 

This scenario could also result in changes to our customers’ 
and supply chain partners’ businesses, as well as consumer 
preferences. To continue to be resilient in this scenario, 
we will need to constantly reassess the risks posed by 
climate change to ensure we are not exposed to risk of 
default from business failures or supply chain disruption. 
Increased due diligence in supply chain selection will 
be required, particularly considering the sourcing of 
construction materials which may be processed or 
manufactured in countries where the effects of climate 
change are more extreme. 
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What is useful?
Landsec’s disclosure outlines that an internal shadow price 
of carbon is used within its planning and decision making. 
This is referred to both on online resources and within the 
annual report, thereby displaying a consistency of message 
across reporting formats. 

Landsec plc
Working towards net zero carbon and
Annual Report 2020
Page 39

Our net zero carbon strategy
1. Reduce operational energy use
Meeting our science-based target
11 years early
In 2016, we became the first commercial real
estate company in the world to set a science-
based carbon reduction target – which was to
reduce carbon intensity by 40% by 2030, from
a 2013/14 baseline. This year we achieved our
target 11 years early, having reduced our carbon
intensity by 48% since 2013/14.

Setting an ambitious new carbon target
Following the success in achieving our original
science-based carbon target, and in response
to the Intergovernmental Panel on Climate
Change (IPCC) report on the impacts of global
warming of 1.5°C, we have made our carbon
reduction commitments more ambitious.

The IPCC report made it clear that the world
should aim to limit global warming to 1.5°C
to mitigate against the worst effects of global
warming. In line with the Science Based Targets
initiative’s new methodology for 1.5°C targets,
we have formulated a new target of a 70%
reduction in absolute carbon emissions from
Scope 1, 2 and 3 (Scope 3 being downstream
leased assets we procure energy for) by 2030,
against a 2013/14 baseline. This has been
approved by the Science Based Targets initiative. 
This year we reduced our carbon emissions by
42% in line with the updated target.

Reducing energy use across our portfolio
A key way we can reduce carbon is by lowering
the energy use of our assets, and this has the
additional benefit of reducing our customers’
energy costs. In line with our ISO 50001 Energy
Management System, every property we
operate has its own energy reduction plan.
These plans look at retrofitting energy-efficient
equipment, optimising our buildings to use less
energy, and working with our customers to
reduce the energy they use in their spaces.

Our Hatfield Galleria Outlet Centre has installed
corridor temperature sensors which has allowed
closer monitoring of our energy usage and
allowed early switch off of gas burning boilers.
This has achieved a 75.5% reduction is gas use
and an overall reduction of 13% in energy use
at the site.

To optimise our buildings, we provide detailed
energy reports to some of our customers with
the largest energy consumption, to help them
reduce their energy use. The reports showed
how they were using energy in their spaces,
and made recommendations to reduce
energy wastage. After following some of our
recommendations, one customer reduced
their energy use by 9%.

These interventions supported our decrease in
energy intensity against our 2013/14 baseline,
by a further 4% when compared to last year,
and it is now 22% below our 2013/14 baseline.
We therefore remain on track to achieve our
2030 target of a 40% energy reduction.

Within our commercial developments, we are
using the Design for Performance approach
to set energy intensity targets for our base
building performance, in line with achieving
our 2030 targets. This tool aims to close the
performance gap by ensuring that new office
developments operate as efficiently as they
were designed to.

2. Invest in renewable energy
Since 2016, all the electricity we procure is
REGO-backed renewable and we are looking
to move our procurement towards direct
purchasing from renewable projects through
Power Purchase Agreements (PPA).

We aim to increase the amount of renewable
electricity we generate on our sites. Our current
on-site renewable electricity capacity is 1.5 MW,
halfway to our commitment of achieving 3 MW.

3. Use an internal shadow price
of carbon
To support our net zero ambitions, we calculate 
an internal shadow price of carbon, so we can 
consider the carbon cost as well as the financial 
cost when making investment decisions. 

We established our internal price of carbon by 
estimating how much we’re spending on carbon 
reduction projects currently, and how much 
more we would need to achieve our 2030 goals. 
We balance this with figures reflecting the fact 
that making early design decisions with a low 
cost increase can have significant carbon-saving 
potential. Our figure is in line with the Commission 
on Carbon Pricing’s recommendation for a 
carbon price level consistent with the Paris 
Agreement, and aligned to guidance from the 
UN Global Compact.

Importantly, our shadow carbon price is not 
a tax, but a way to strengthen our decision 
making, and to highlight carbon risks associated 
with key decisions. The risk may be an increase 
in the market price of carbon offsets, or the 
possibility of being forced by regulations to 
enter a carbon-emissions trading scheme.

4. Reduce construction impacts
We’re committed to continue reducing the
carbon emissions associated with our
construction activities. When developing a
new building today, we include embodied
carbon emissions from our supply chain in
this commitment. These are emissions arising
from the extraction of natural resources,
manufacturing, transport and construction,
and represent a significant footprint – typically
about half of the total emissions associated
with the building over its entire life.

Importantly, retaining the existing structure
or repositioning assets has the most impact
when creating high-quality spaces at minimum
carbon emissions. At Portland House, the
embodied carbon intensity of our proposed
repositioning is about a third of that of a new
development, which means we’re able to create
a high-quality space with less carbon emissions.

We set embodied carbon targets for all our
major developments and assess them through
a recognised methodology, to understand
where to focus our efforts for maximum impact.
The first step is to simplify our designs to limit
the cost of materials. Buying fewer materials
is the best way to reduce carbon. For instance,
at Lucent W1, we’re reducing embodied carbon
by 20% by designing the structure to be leaner
and simpler to build, alongside specifying
low-carbon materials. This will save materials
and programme costs. We’re also adopting
modern methods of construction, such as a
platform approach to design for manufacture
and assembly, reducing the construction
time, waste and cost. At Sumner Street, this
approach achieves a reduction of over 19%
in embodied carbon compared to traditional
construction methods.

We then focus on the properties of the materials
we specify and procure (alongside cost and
availability), to adopt low-carbon alternatives
wherever possible. This means careful analysis
and selection of every raw material we use.
Our aim is to avoid materials with a high-carbon
intensity such as traditional steel and concrete.
We replace them with materials that have a
high recycled content, an inherently low-carbon
profile, such as engineered timber, or that are
sourced locally. Examples from our current
development pipeline include Lavington Street
which is designed around the partial retention
of the existing structure on-site complemented
by a hybrid steel and timber structure. The
result is embodied carbon emissions associated
with the structure are reduced by about 50%
compared to a typical office, and timber
elements avoid 15,000 tonnes of carbon
compared to traditional construction.

5. Offset remaining carbon
As a last resort to achieve a net zero
development, we offset the remaining carbon
from our construction activities. We will also
offset any remaining fossil fuel energy
consumed across our portfolio by 2030.

We aim to do this by funding projects that
remove carbon from the atmosphere via
procurement of carbon credits. By financing
projects in developing areas around the world,
these credits have a further social impact
through job creation and the support of
sustainable living in line with the United
Nations (UN) Sustainable Development Goals.

Our carbon offsetting projects will meet
stringent requirements of due diligence,
verification and reporting, as evidenced by
third-party standards such as the UN Gold
Standard and Verified Carbon Standard.
In doing so, we’re looking for projects that
provide assurance of their impact and
backing up credible claims with third-party
monitoring and verification.

We’ll disclose annually the amount of carbon
offsets we buy, so we are open about the
carbon reductions our developments and
portfolio achieve.
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3. Use an  internal shadow price of carbon

To support us in assessing climate-related risks and opportunities as we transition to net zero 
carbon, we’re using an internal shadow price of carbon. This internal metric gives an investment’s 
carbon risks and opportunities a monetary value, so that we have a standard metric to assist 
investment decision making.

We’ve set our internal carbon price at £80/tonne CO2. This  was calculated by estimating how 
much we’re spending on carbon reduction projects currently and how much more would be 
needed long-term to achieve our goals. This balances out expensive retrofit projects with cost-
effective early design choices in our development pipeline. £80/tonne CO2 is in line with the 
recommendation from the Commission on Carbon Pricing for a carbon price level consistent 
with the Paris agreement and aligned with guidance from the United Nations Global Compact 
on carbon pricing. Importantly, it’s also in line with the Department for Business, Energy and 
Industrial Strategy’s (BEIS) forecast of carbon prices through to 2030.

In our investment decisions, this shadow carbon price helps our business quantify the medium-
term transition risk associated with the UK shifting to a low-carbon economy. It helps us capture 
the financial risk of continued carbon emissions in the likely future event of a carbon tax being 
imposed on our industry, as is currently the case with heavy industries such as steel and 
cement. It’s also here to support the business case for transitioning to low-carbon solutions in 
our own operations. Our Sustainability Team work with our Investment, Development and Asset 
Management colleagues across the business to align our capital allocation strategies to our net 
zero carbon pledge and factor transition risk into our decision-making process.

https://landsec.com/insights/sustainable-business/working-towards-net-zero-carbon
https://landsec.com/sites/default/files/2020-06/Annual%20Report%202020_1.pdf
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What is useful?
Landsec’s emissions reduction profile is 
clearly shown, with a five-year track record. 

Landsec discloses its metrics and targets 
with links to their financial relevance. 
These are categorised, with clear units of 
measurement and performance provided 
over a three-year period. 

Landsec plc
Sustainability Performance and Data 
Report 2020
Page 37
and Climate Change and Carbon 
website

TCFD Metrics and targets Table 32
Financial category Climate related category Metric Unit of measure 2017/18 2018/19 2019/20

Revenues Risk Adaptation & Mitigation Revenues/savings from investments in low-carbon alternatives  
(e.g. R&D, equipment, products, services) 

£ 1,538,663 1,918,389 1,611,658

Risk Adaptation & Mitigation Avoided energy consumption costs benefiting customers in year, 
measured against 2013/14 baseline1

£m – 4.0 5.0

Risk Adaptation & Mitigation Percentage of revenues derived from BREEAM certified assets % 56% 57% 56%

Expenditures Risk Adaptation & Mitigation Expenditures (OpEx) for low-carbon alternatives  
(e.g. R&D, technology, products, services) 

£ 1,716,526 1,457,998 1,500,158

Energy/Fuel Total energy consumption kWh 265,723,992 265,571,274 248,933,695

Energy/Fuel Proportion of energy consumption from renewable sources % 64% 66% 64%

Energy/Fuel Total electricity consumption kWh 167,507,064 167,590,020 164,673,291

Energy/Fuel Proportion of electricity consumption from renewable sources % 93% 96% 97%

Energy/Fuel Total fuel consumption (i.e. gas) kWh 86,337,791 81,310,160 71,591,823

Energy/Fuel Proportion of fuel consumption from renewable sources (i.e. green gas) % 17% 16% 0%

Energy/Fuel Total building energy intensity by floor area kWh/m2 144 142 134

Water Percent of fresh water withdrawn in regions with high or extremely  
high baseline water stress 

m3 0 0 0

Water Total building water intensity by floor area m3/m2 0.57 0.56 0.57

GHG Emissions Total GHG emissions intensity by floor area2 tCO2e/m2 0.052 0.043 0.037

Assets Location Percentage floor area of portfolio exposed to a 10-20% risk of inland, 
coastal and flash flooding in a ten-year period3

% floor area 3.6% 3.6% 3.7%

Location Percentage value of portfolio exposed to a 10-20% risk of inland,  
coastal and flash flooding in a ten-year period4

% Value 1.5% 1.4% 1.1%

Location Insured value of assets exposed to a 10-20% risk of inland, coastal  
and flash flooding in a ten-year period

£m 286.8 264.2 264.2

Risk Adaptation & Mitigation Percentage of portfolio which is BREEAM certified % floor area 40.1% 40.2% 39.9%

Risk Adaptation & Mitigation Percentage of portfolio which is BREEAM certified % portfolio value 61% 60% 59%

Risk Adaptation & Mitigation Investment (CapEx) in low-carbon alternatives
(e.g. capital equipment or assets)

£ 4,402,019 2,377,136 1,454,244

Risk Adaptation & Mitigation Costs of obtaining Energy Performance Certificates for assets which
are not currently certified

£ – £300,000 £330,000

1. Consumption costs measured in 2019/20, based on comparable floor area from 2013/14 portfolio.
2. Carbon emissions associated with all energy procured by Landsec, including tenant consumption.
3. Figure has been restated for all years due to change in methodology calculation.
4. Based on a return period of 50-100 years meaning there is 1-2% chance every year or 10-20% in the next ten years that flooding would occur.
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Tackling our carbon footprint

Although we're making good progress on reducing our own emissions, we recognise 
that we also have an important role to play in influencing emission reduction of our 
supply chain and customers. 

Every year we report on the entire range of measurable carbon emissions associated 
with our business. These include the ones we control, like when we use energy to 
heat and power our properties, as well as emissions indirectly associated with our 
business, like the embodied carbon emissions produced by construction companies 
and suppliers when they work with us to develop a property. Our full carbon footprint 
can be found here. 

https://landsec.com/sites/default/files/2020-06/Landsec%20Sustainability%20Performance%20and%20Data%20Report%202020.pdf
https://landsec.com/sites/default/files/2020-06/Landsec%20Sustainability%20Performance%20and%20Data%20Report%202020.pdf
https://landsec.com/sustainability/efficient-use-natural-resources/climate-change-carbon#:~:text=Reducing%20our%20emissions&text=This%20year%20we%20achieved%20our,48%25%20since%202013%2F14.&text=Our%20approved%20science%2Dbased%20target,over%20the%20next%20eleven%20years.
https://landsec.com/sustainability/efficient-use-natural-resources/climate-change-carbon#:~:text=Reducing%20our%20emissions&text=This%20year%20we%20achieved%20our,48%25%20since%202013%2F14.&text=Our%20approved%20science%2Dbased%20target,over%20the%20next%20eleven%20years.
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Appendix – Scope

Corporate	Governance	and	Stewardship
The Corporate Governance Stewardship team considered investors’ adherence to the 
expectations of the Stewardship Code. While we will be accepting the first round of 
applications to the new Code in 2021, we conducted a review of early reporting to 
support prospective signatories in meeting this new reporting challenge. We analysed 
21 responsible investment, active ownership and stewardship reports and looked 
at how well prospective signatories are addressing the higher standards we have 
set, including whether climate-related considerations are being integrated by these 
investors. 

The	Lab
Over the course of 2019 The Lab held discussions with 20 investors and investor 
groups to gather views on what they wanted to see from the integration of climate-
related issues into corporate reporting and audit. Investors were asked about their 
views on the developing reporting and audit, and whether the views shared in the 
Lab’s 2019 report on this topic – Climate-related corporate reporting – Where to 
next? held true or had developed further. We thank the investors who took part in 
this thematic for their participation. 

https://www.frc.org.uk/getattachment/22ee8a43-e8ca-47be-944b-c394ecb3c5dd/Climate-Change-v9.pdf
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Information about the Financial Reporting Council can be found at:
https://www.frc.org.uk

Follow us on  Twitter @FRCnews or 

Our purpose
The FRC’s purpose is to serve the public interest by setting high standards of
corporate governance, reporting and audit, and by holding to account those
responsible for delivering them.

The FRC does not accept any liability to any party for loss, damage or costs
however 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.

© The Financial Reporting Council Limited 2020
The Financial Reporting Council Limited is a company limited by guarantee.
Registered in England number 2486368.

FINANCIAL REPORTING COUNCIL
8TH FLOOR
125 LONDON WALL
LONDON EC2Y 5AS

+44 (0)20 7492 2300

www.frc.org.uk

Financial Reporting Council
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