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GOVERNANCE FOR
TODAY AND TOMORROW
Good governance and a strong corporate culture are the
foundations of SSE’s purpose, vision and strategy. The Board gives
close consideration to the views of all stakeholders in its decisionmaking and understands the importance of clear disclosures of
this, and other material issues, in its reporting of how governance
matters contribute to the long-term success of the Company.
This Directors’ Report is prepared on that basis.
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CHAIR’S INTRODUCTION TO THE DIRECTORS’ REPORT

GOVERNANCE
FOR TODAY AND TOMORROW
It is with this in mind that we look forward
to working with government to support
its efforts to secure the best possible
outcomes from the COP26 summit later
this year.

Assessing risk

Dear Shareholder,
It has been an unprecedented time in
which to join the Board, and a period that
has afforded me a deep understanding
of the strength of leadership and culture
within SSE. As the coronavirus pandemic
has continued to impact on society, I have
observed SSE’s consideration of stakeholder
needs and experiences, and the integration
of these throughout work and discussions
in the Boardroom. This approach reflects
the Board’s focus on embedding high
standards of corporate governance, with
the objective of the Directors’ Report being
to provide a transparent and engaging
account of this in practice.

Strength of purpose
The clarity of our purpose – to provide
energy needed today while building a
better world of energy for tomorrow – has
guided actions at every level throughout
the year. In the immediate term, this meant
unbroken support for the national response
to coronavirus through the safe and reliable
supply of essential services. Across a
longer time horizon, it has driven strategic
progress and identified opportunities to
secure a sustainable energy system for the
future. The Board recognises the collective
contribution and commitment of SSE’s
more than 10,000 employees in the above,
and is proud of what has been achieved
during a time of uncertainty and challenge.
The pandemic has not distracted from
the enduring challenge presented by the
climate emergency and the important part
SSE has to play in the net zero transition,
which as described across pages 106 to
109 , will continue as the backdrop to
the Board’s long-term strategic focus.
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Opportunities must be assessed against
the related parameter of risk, to ensure
decisions are taken responsibly and in good
faith to deliver acceptable stakeholder
outcomes. To maintain an informed view,
the Board has taken soundings on matters
such as the political landscape, long-term
commodity pricing, project economics,
and seabed leasing. Throughout the year,
the risk presented by the pandemic has
been considered through a monthly
review of its impact on financial and
operational performance.
The formal assessment of the overarching
risk environment which confirms the
Group’s risk appetite and its Principal
Risks was completed in March 2021. This
followed engagement between individual
Board members and SSE’s Group Risk
function in the course of the year, to provide
challenge to, and gain detailed insight into,
the risk management practices currently
undertaken. Details of the Group approach
can be found on pages 54 to 63 .
Given the close alignment of both our
purpose and strategy to the net zero
transition, the impact and risks associated
with climate change are integrated
across the Board’s and management’s
considerations. This is a multi-dimensional
approach, and one which I hope is evident
throughout this Annual Report and
accompanying Sustainability Report.

Enhancing Board dialogue
Social distancing guidelines have resulted in
significant changes to the way we work and
engage. With the inability to meet physically,
a comprehensive engagement programme
complemented by two all-employee
surveys and the work of Dame Sue Bruce,
our Non-Executive Director for Employee
Engagement, has drawn on technology
to create new platforms for conversations
at all levels. Whilst not a direct substitute
for in-person discussion, these have been
successful in keeping the Board and senior
leadership in touch with employee sentiment
and we will retain the aspects which have

worked well. Employee engagement,
including what we have heard in the year,
and the actions taken in response, is covered
on pages 114 to 116 .
The Board has also adopted a virtual
platform for its own meetings which has
proven effective to progress our full agenda.
And I extend my appreciation to those
individuals who have inducted me virtually,
a process which has been well-managed
and provided a wide introduction to the SSE
Group. When safe to do so, I look forward
to meeting colleagues in person, as do my
fellow Board members.

Monitoring culture
Being new to SSE it has been important to
reflect and learn about SSE’s culture first
hand. Prior to joining, I was introduced to
SSE’s approach to ‘Doing the Right Thing’,
underpinned by the core values set out
on page 8  and the primary focus on
safety. Understanding how these translate
into SSE’s culture has been enhanced by
the conversations I mention above and
through exposure to the work of the Board
Committees and discussions with senior
leadership teams.
The maturing cultural dashboard which the
Board reviews bi-annually is in its second
year. This was last considered in November
2020 and is a rich source of information
that will continue to inform the Board’s
appreciation of cultural indicators and
allow identification of cultural changes
and trends. The impact of coronavirus
on reported metrics will be monitored
as we progress through 2021/22,
alongside actions to reiterate broader
cultural expectations. Combined with
our engagement work, this will continue
to shape how the Board influences
and understands culture, as covered
on pages 112 to 113 .

Evaluating Board performance
Central to setting the correct tone is the
review of the Board’s own performance.
An internal assessment was carried out
in 2020/21, in advance of an external
evaluation in the coming year. The positive
outcomes of this were well received, and
in the spirit of continuous improvement,
we were pleased to hear areas to work on.
These included arrangements to ensure the
right balance between presentations and

discussion in Board meetings and, through
elevation of the role of the Nomination
Committee, the agreement to identify
opportunities for Board-level support on the
issue of inclusion and diversity. This support
extends to considerations surrounding
the Board’s own diversity, as well as that
of senior management, wider teams and
new recruits, alongside the approach to
addressing sector-wide challenges.
The suite of evaluation actions from 2020/21,
alongside progress against the findings from
2019/20, are set out on pages 118 to 119 .
The discussions surrounding inclusion and
diversity are on pages 126 to 127 .

Working for stakeholders
Section 172 has never been in
sharper focus, and the importance of
Environmental, Social and Governance
(ESG) matters to investors continues to
grow at pace. To ensure the Board remains
in touch with material issues and concerns,
it has received a combination of dedicated
stakeholder-focused updates and engaged
constructively on Group-wide issues with
key stakeholder groups during the year.
This approach is supported by business-led
stakeholder relationships as explained on
pages 28 to 31  and within the Section
172 Statement on page 92 .
The Board’s annual review of sustainability
priorities reflects SSE’s wider social contract,
which in 2020/21 saw the adoption of an
enhanced sustainable procurement strategy
and a commitment to achieving net zero
within all scopes of SSE’s own operations by
2050. In the coming year, Board decisionmaking will continue to be tested through
external soundings on strategy. Work is also
under way to review the current breadth
of focus provided by the Safety, Health,
Environment and Advisory Committee,
to assist the Board in its oversight of the
approach to, and assurance of, a range of
ESG matters.
Shareholder views remain a key influence
and have been gathered through the year
within investor meetings, conferences and
the engagement which surrounded the
AGM 2020. I look forward to taking part in
these events in the months to come. The
Board encourages continued participation
through the AGM 2021, which will include
opportunities for interaction before and
during the meeting. This includes a platform

to allow shareholders to view proceedings
and ask questions remotely for the first
time. To support ongoing engagement
with shareholders on climate-related issues,
we have proposed an enabling resolution,
within the business of the meeting, that
establishes a framework for an annual
advisory vote on SSE’s Net Zero Transition
report at future AGMs.

Board changes
There have been two additions to the
Board in the year. Dame Angela Strank
joined as a non-Executive Director
on 1 May 2020, followed by myself on
1 September 2020. Having received a
warm welcome from our fellow Directors,
we look forward to another year of
working together across the Board and
respective Committees. The Board was
sorry to see Crawford Gillies step down
on 30 September 2020 and we express our
gratitude for his contribution throughout
his five years as Senior Independent
Director. I am grateful to Tony Cocker who
assumed the role of Senior Independent
Director following this departure, and who
will bring significant industry knowledge
and experience to the position.
Following the above changes, the
composition of the Board aligns with the
ambitions set by the Hampton-Alexander
and Parker reviews for achievement
by FTSE 100 companies in 2020 and
2021. Our approach to driving enduring
balance within the Board is set out in the
Nomination Committee Report on pages
120 to 127 .
Finally, I thank Richard Gillingwater on
behalf of myself and all the Directors for his
strong leadership and vision. Since joining
SSE in 2007, he worked as a non-Executive
Director, Senior Independent Director,
Deputy Chair and Chair. His contribution
to the shape of the SSE Group is evident,
and I appreciate the experience and skill
of the Board which he has assembled.

Governance
highlights
Board Leadership and Company
Purpose
pages 102 to 116 
Division of Responsibilities

page 117 
Composition, Succession and
Evaluation
pages 118 to 127 
Audit, Risk and Internal Control

pages 128 to 143 
Remuneration pages 144 to 165 

UK Corporate
Governance Code
The Board continues to assess its
approach to corporate governance
through application of the FRC’s UK
Corporate Governance Code (the
Code). It reports against the 2018
Code for the year ended 31 March
2021, a copy of which can be found
at www.frc.org.uk.
As set out above, this Annual
Report has been structured to
allow evaluation by shareholders
of how the Code Principles have
been applied. Appropriate cross
references are included where
supporting information is contained
outside of the Directors’ Report.
The Board believes that the spirit
of the 2018 Code continues to be
upheld throughout its work and
that of its Committees, and reports
one instance of non-compliance
for 2020/21 against the Code
Provisions. This was in relation
to Chair tenure (Provision 19) and
is a position which was rectified
on 1 April 2021 following the
appointment of Sir John Manzoni.
The process which concluded the
previously agreed actions to ensure
an appropriate Chair transition can
be found on page 124 .

Sir John Manzoni
Chair, SSE plc
25 May 2021
SSE plc Annual Report 2021
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BOARD OF DIRECTORS

Key

Chair

Executive Directors

Committee membership
NC

 Nomination Committee

AC

 Audit Committee

ER

 Energy Markets Risk Committee

SHE

RC

 Safety, Health and Environment Advisory
Committee
 Remuneration Committee
 Committee Chair

Board departures
Two Board departures were announced
in 2020/21.
• Richard Gillingwater stepped down
from the Board and role of Chair
on 31 March 2021.
• Crawford Gillies stepped down as
non-Executive Director and Senior
Independent Director on 30 September
2020.
External appointments
The Board considered and approved the
additional external commitments taken
on by Sir John Manzoni and Dame Angela
Strank during the period. In each case, it
was agreed that there would be no impact
on the time commitment required as Chair
and non-Executive Director, nor on the
independence and objectivity required
to discharge the agreed responsibilities
of each role. The resultant position is
believed to be consistent with recognised
proxy advisor guidelines.

Sir John Manzoni

Alistair Phillips-Davies

Chair

Chief Executive

NC

ER

SHE

RC

Date of appointment

Date of appointment

Non-Executive Director since September 2020
and Chair from April 2021

Executive Director since January 2002 and
Chief Executive from July 2013

Board tenure

Board tenure

Under 1 year

19 years

Career and experience

Career and experience

Sir John has wide-ranging experience across the
energy industry and both the private and public
sectors. Through an executive career at BP which
spanned 24 years, he held a number of senior roles
including Chief Executive, Refining and Marketing
in which he was a Main Board member. This
was followed by President and Chief Executive
Officer at Talisman Energy Inc before a move
to UK Government where he spent six years as
Chief Executive of the Civil Service and Permanent
Secretary of the Cabinet Office. He has previously
been a non-Executive Director of SABMiller plc
and Chair of Leyshon Energy Limited.

Alistair joined SSE in 1997 and possesses extensive
knowledge of the Group having held senior roles
across multiple business areas. Prior to joining
the Board in 2002 as Energy Supply Director,
Alistair was Director of Corporate Finance and
Business Development. In 2010, he became
Generation and Supply Director, before Deputy
Chief Executive in 2012, then Chief Executive in
2013. Alistair is a fellow of the Energy Institute
and a former Vice President of Eurelectric.
He is a Chartered Accountant.

Skills and attributes which support strategy
and long-term success

Skills and attributes which support strategy
and long-term success

•

•

•

•

•

Dynamic and engaging leadership style
with diverse perspectives gained across
multiple sectors, organisational settings
and geographies, which complement the
responsibilities of SSE Chair.
Experienced in the governance of large scale
business operations, leading reform and the
management of complex projects to drive
commercial performance, skills key to the
fulfilment of SSE’s vision and purpose.
Strong communicator with insight into
the management and development of
stakeholder relations aligned with SSE’s
approach to decision-making.
Working knowledge of energy regulation,
government and policy considerations which
underpin the success of a net zero transition.

•

•

•

•

Key external appointments and changes

Key external appointments and changes

•
•

•
•

Non-Executive Director of Diageo
Chair Designate of the Atomic Weapons
Establishment (Chair appointment due to
commence in July 2021)

•
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Sound executive leadership and a considered
approach to strategy which is evidenced
through continued delivery under the Group
operating model, and the development of
SSE’s sustainability plans and associated
targets.
Broad knowledge of the energy markets in
Great Britain and Ireland and across Europe,
which informs views of long-term direction.
Detailed understanding of the external
context including the climate transition,
politics and regulation enabling constructive
engagement in these areas.
Proactive approach to understanding
stakeholder priorities including the impact of
the coronavirus pandemic and SSE’s response.
Focused on people development, culture
and digital enablement in order to develop
capabilities for future growth.
Member of Scottish Energy Advisory Board
Member of the UK Government’s Hydrogen
Advisory Council (commenced in December
2020)
Member of the COP26 Business Leaders
group (commenced in September 2020)

Independent non-Executive Directors

Gregor Alexander

Martin Pibworth

Tony Cocker

Finance Director

Group Energy and Commercial Director

Senior Independent Director

ER

ER

NC

ER

AC

SHE

Date of appointment

Date of appointment

Date of appointment

Executive Director and Finance Director since
October 2002

Executive Director since September 2017 and
Group Energy and Commercial Director from
November 2020

Non-Executive Director since May 2018 and
Senior Independent Director from October 2020

Board tenure

Board tenure

Board tenure

18 years

3 years

3 years

Career and experience

Career and experience

Career and experience

Gregor joined SSE in 1990 and has been Finance
Director on the Board since 2002. Prior to Finance
Director, Gregor worked in senior finance roles and
led specialist teams including as Group Treasurer
and Tax Manager. Gregor is Chair of the Scottish
and Southern Energy Power Distribution Board
and a Director of Scotia Gas Networks Limited.
He is a Chartered Accountant and member of
the Accounting for Sustainability (A4S) CFO
Leadership Network.

Martin joined SSE in 1998 as an energy trader,
which was followed by a series of commercial
roles before becoming Managing Director, Energy
Portfolio Management, and a member of SSE’s
then Management Board, in 2012. In 2014, he was
appointed Managing Director, Wholesale, and a
member of SSE’s Group Executive Committee. In
2017 he joined the Board as Group Energy Director,
a role which was expanded to Group Energy and
Commercial Director in November 2020.

Tony possesses highly detailed knowledge of the
energy sector through a 20 year career with E.ON.
Latterly, he held the position of CEO and Chair of
E.ON UK plc, which comprised the Company’s
main businesses in the UK, including the supply
of energy to households, businesses and
communities, digital transformation programmes
and the smart meter roll-out. Previous roles
include CEO of E.ON Energy Trading SE and
Managing Director of E.ON UK Energy Wholesale.
He has served on the Board of Energy UK.

Skills and attributes which support strategy
and long-term success

Skills and attributes which support strategy
and long-term success

Skills and attributes which support strategy
and long-term success

•

•

•

•

•

•

•

Extensive knowledge of financial markets and
leader of SSE’s financial strategy, including
the approach to sustainable financing and
emerging practice in this area.
Experienced in directing significant corporate
projects and major transactions, including
SSE’s approach to investments, divestments
and partnering.
Oversees appropriate governance in the
management of the Group risk environment
including those emerging from the evolving
energy sector and the transition to net zero.
Deep appreciation of shareholder views and
related ESG matters including the continued
commitment to lead on Fair Tax and the Living
Wage as part of SSE’s 2030 Goals.
Practical regulatory insight and Board
oversight of SSE’s networks businesses.

•

•

•

Literacy in complex energy markets which
is supported by technical and operational
expertise.
End-to-end experience in large capital
projects including joint venture engagement
and governance, which has been applied in
the development of SSE’s diverse and flexible
generation portfolio, including the renewables
pipeline.
Commercially minded in seeking future
growth within SSE’s market-based businesses,
and has overseen key capital recycling
opportunities and transactions to refine SSE’s
core and complementary business areas and
secure optimum value from investments.
Understanding of change management and
sources of commercial risk having led on SSE’s
Brexit transition arrangements, and the impact
of coronavirus on energy markets.

•

•

Wide-ranging insight regarding technical
and operational matters, including energy
infrastructure and assets, commodity markets,
energy trading and risk.
Combined industry and non-Executive
experience enhances Board understanding
of trends relevant to SSE’s operations and of
utilities regulation.
A balanced sounding board with additive
experience in strategic consultancy and
energy and utility stakeholder management.

Key external appointments and changes

Key external appointments and changes

Key external appointments and changes

•

•

•
•

•

Non-Executive Director of Stagecoach
Group plc
Stepped down as Chair of Scotia Gas
Networks Limited in February 2021 where
he remains a Director

Member of Energy UK Board

•

Chair of Infinis Energy Management Limited
Deputy Chair and Governor of Warwick
Independent Schools Foundation
Stepped down as Chair of Affinity Water
Limited in January 2021
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99

DIRECTORS’ REPORT – CORPORATE GOVERNANCE

BOARD OF DIRECTORS CONTINUED

Independent non-Executive Directors

Dame Sue Bruce DBE

Peter Lynas

Helen Mahy CBE

Non-Executive Director of the Board and for
Employee Engagement

Non-Executive Director

Non-Executive Director

NC

RC

NC

AC

RC

NC

AC

SHE

Date of appointment

Date of appointment

Date of appointment

Non-Executive Director since September 2013

Non-Executive Director since July 2014

Non-Executive Director since March 2016

Board tenure

Board tenure

Board tenure

7 years

6 years

5 years

Career and experience

Career and experience

Career and experience

Dame Sue has extensive public sector experience
from a career which spanned almost 40 years,
holding a variety of roles in local government.
These included the positions of Chief Executive at
East Dunbartonshire Council and the first female
Chief Executive of both Aberdeen City Council
and the City of Edinburgh Council. Sue has also
held a number of Board and Board Committee
positions in organisations across the arts,
education and charitable sectors.

Peter has over 30 years of business experience
spanning all areas of finance. He retired from the
role of Group Finance Director of BAE Systems
plc in March 2020, prior to which he was Director,
Financial Control, Reporting and Treasury. His
early career involved roles within GEC Marconi,
where he was appointed Finance Director of
Marconi Electronic Systems before the completion
of the British Aerospace/Marconi merger. He
is a Fellow of the Chartered Association of
Certified Accountants.

Helen is a former Company Secretary and General
Counsel of National Grid plc and an experienced
non-Executive Director. Previous non-Executive
roles include directorships at Bonheur ASA, Aga
Rangemaster plc, Stagecoach Group plc, SVG
Capital plc, Chair of MedicX Fund Limited and
Deputy Chair and Senior Independent Director of
Primary Health Properties PLC. Helen is a member
of the Parker Review steering committee into
the Ethnic Diversity of UK Boards, a patron of the
charity Social Mobility Business Partnership, Cochair of the Employers Social Mobility Alliance and
an Equality and Human Rights Commissioner.

Skills and attributes which support strategy
and long-term success

Skills and attributes which support strategy
and long-term success

Skills and attributes which support strategy
and long-term success

•

•

•

•

•

Strategic and operational experience of
leading organisations covering large numbers
of employees, significant assets, economic
development, construction projects and
engaging with communities, which provides
insight into SSE’s approach to its social contract.
Distinguished in stakeholder engagement
with a highly personable style as is evident in
the roles of Remuneration Committee Chair
and Non-Executive Director for Employee
Engagement.
Expert knowledge of Scottish government
and understanding of political affairs.

•

•

Brings recent and relevant financial
experience to the Board and strong direction
to the Audit Committee, as Chair of which,
he drives focus on the risk and control
environment including Group resilience
and the compliance culture.
International business perspective and
an applied understanding of long-term
project management and delivery, including
investment appraisal, contracting and supply
chain experience.
Up-to-date investor relations experience
through his executive career at BAE and
pensions insight having been Chair of the
trustee Board of a major UK scheme.

•

•

Long-standing energy and regulatory
experience underpinned by a comprehensive
understanding of the listed company context
including the applicable legal, compliance,
governance and risk frameworks in which
SSE’s businesses operate.
Insight into a broad range of investor and
stakeholder perspectives and trends from
cross-sectoral, international and external
Board interests that enable wider discussion
and debate.
An advocate of SSE’s safety culture, inclusion
and diversity and employee wellbeing with
extensive knowledge of people matters and
a focus on sustainability.

Key external appointments and changes

Key external appointments and changes

Key external appointments and changes

•

•

•

•
•
•
•

Convenor of Court of the University
of Strathclyde
Chair of the Royal Scottish National Orchestra
Electoral Commissioner, the Electoral
Commission
Independent Chair of Nominations
Committee, the National Trust for Scotland
Trustee of the Prince’s Foundation
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No key external appointments

•

Chair of The Renewables Infrastructure
Group Limited
Stepped down as Non-Executive Director
of Bonheur ASA in July 2020

Company Secretary

Melanie Smith CBE

Dame Angela Strank DBE

Sally Fairbairn

Non-Executive Director

Non-Executive Director

Company Secretary and
Director of Investor Relations

NC

ER

RC

NC

SHE

RC

Date of appointment

Date of appointment

Date of appointment

Non-Executive Director since January 2019

Non-Executive Director since May 2020

Company Secretary and Director of Investor
Relations since December 2014

Board tenure

Board tenure

2 years

1 year

Career and experience

Career and experience

Career and experience

Melanie has over 20 years of in-depth strategy
experience and is currently CEO of Ocado Retail,
the world’s largest pureplay online grocer and
the UK’s fastest growing grocer. Prior to this she
was Strategy Director for Marks & Spencer with
responsibility for group strategy, M&S Bank and
M&S Services. Earlier roles include Global Strategy
and Marketing Director at Bupa, Chief Operating
Officer at TalkTalk and a Partner in McKinsey’s
Consumer practice.

Dame Angela has a depth of executive experience
through a long-standing international career at
BP. Prior to retirement in December 2020, she
was a member of BP’s Executive Management
team as BP Group Chief Scientist and Head of
Downstream Technology. This followed business
and technical leadership positions spanning
technology and digital, innovation, engineering
and renewable energy. Angela is a Fellow of
the Institute of Chemical Engineers, the Royal
Academy of Engineers, the Royal Society and the
UK Energy Institute. She was awarded a DBE for
longstanding services to the energy industry and
pioneering STEM careers, especially for women.

Sally joined SSE in 1997 as a chartered accountant
working in the Corporate Finance team. Through
this role which included responsibility for longterm financial modelling of the SSE Group, she
developed knowledge of the Group’s diverse
operations and the UK energy industry. In 2007
Sally became Director of Investor Relations
and Analysis, allowing her to develop extensive
experience of the shareholder and financial
analyst community, and through associated
engagement has a detailed understanding of
investor views. Sally was appointed to the joint
role of Company Secretary and Director of
Investor Relations in December 2014.

Skills and attributes which support strategy
and long-term success

Skills and attributes which support strategy
and long-term success

•

•

•

•

Highly qualified to appraise strategy
development and execution having advised
and led both growth and performance
transformation in the consumer and retail
sectors worldwide.
Deep commercial and digital experience
across multiple goods and services categories,
including insurance, telco and energy that
furthers Board understanding of the customer.
Has a people centric style as an executive and
organisational leader and brings knowledge
of operational efficiency and change
management.

•

•

Expert understanding of the current and
future role of technology and science within
the broader energy industry including the
impact of disruptive trends and resultant
transformation.
Knowledge of leading and collaborating
on a large scale and with international
outlook having worked in the Middle East,
Europe, the Far East, Africa and America.
Corporate social responsibility and
sustainability experience through active
involvement in climate science research,
embracing the energy transition, reputation
and safety management, pioneering women
in STEM careers and as a champion of
inclusion and diversity.

Key external appointments and changes

Key external appointments and changes

•
•
•

•
•
•

CEO, Ocado Retail Limited
Advisory Board member of Manaia
Trustee of Sadlers Wells

Non-Executive Director of Severn Trent plc
Non-Executive Director of Rolls Royce plc
Non-Executive Director of Mondi plc
(commenced in April 2021)
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BOARD LEADERSHIP AND COMPANY PURPOSE

SSE’S APPROACH TO
CORPORATE GOVERNANCE
SSE’s Governance Framework
Board of Directors

Energy Markets Risk
Committee (EMRC)

Safety, Health and
Environment Advisory
Committee (SHEAC)

Remuneration
Committee

See pages 120 to 127 

See pages 128 to 137 

See pages 138 to 139 

See pages 140 to 143 

See pages 144 to 165 

Board oversight

Audit
Committee

Group Executive Committee

SSEPD Board
Business Unit Executive Committees

SSEN Transmission

SSEN Distribution

SSE Enterprise

Group Committees

SSE Renewables

Customers

SSE Thermal

Group Safety,
Health and
Environment

Group Large
Capital Projects

Group
Risk

Group
Disclosure

Energy Portfolio
Management

Management accountability

Nomination
Committee

The SSEPD Board oversees SSE’s economically regulated networks businesses in compliance with applicable regulatory license conditions.
Customers comprises SSE Business Energy and SSE Airtricity.

Board meetings and
attendance in 2020/21
In the period to 31 March 2021, there were
seven scheduled meetings of the Board
with update calls in alternate months
to maintain coverage of key business
developments, emerging issues and
opportunities. Arrangements remain
in place should a Board decision or
approval be required outside these times.
All Board and Committee contact has
been conducted on a platform to allow
face-to-face conversations to continue
virtually, with meeting attendance for
the year set out opposite.

Board

Number of meetings held

4

EMRC

4

4/4

Alistair Phillips-Davies

7/7

Gregor Alexander

7/7

4/4

Martin Pibworth

7/7

4/4

4/4

Tony Cocker

7/7

7/7

Dame Sue Bruce

7/7

7/7

Peter Lynas

7/7

7/7

4/4
4/4

Helen Mahy

7/7

7/7

Melanie Smith2

7/7

7/7

Dame Angela Strank3

6/7

4/4

Richard Gillingwater

7/7

7/7

Crawford Gillies4

4/4

1/1

2
3

4
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Audit
Committee

Sir John Manzoni1

1
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Nomination
Committee

4/4

4/4

SHEAC

Remuneration
Committee

4

4

2/2

2/2

4/4
4/4
4/4
4/4

2/2

2/2

3/4

4/4

3/3

4/4

4/4

4/4

2/2

2/2

Sir John Manzoni joined the Board and Nomination Committee on 1 September 2020, and the
Remuneration Committee and SHEAC on 1 October 2020.
Melanie Smith joined the EMRC on 1 October 2020 and stepped down from the SHEAC on 1 April 2021.
In anticipation of the latter change Melanie did not attend the meeting of the SHEAC in March 2021.
Dame Angela Strank joined the Board, Nomination Committee and SHEAC on 1 May 2020 and the
Remuneration Committee on 1 October 2020. She was unable to attend the January Board meeting
in full due to a pre-existing external non-Executive commitment, this was notified and approved prior
to her appointment to the SSE Board.
Crawford Gillies stepped down from the Board and his respective Committee positions on 30 September
2020.

The role of the Board
The primary role of the Board is to lead
the SSE Group in a way that ensures its
long-term success. This is a wide-ranging
duty and is guided by the cornerstones of
SSE’s purpose and vision. The last material
re-definition of SSE’s purpose and vision
was in 2019/20, when the Board agreed
further alignment with the Group’s societal
role, its net zero ambitions and strategic
transformation structured around core
and complementary businesses.
Following on from purpose and vision
the Board sets the Group’s strategy. This
is centred on sustainable value creation
for shareholders and considers SSE’s
wider contract with its key stakeholders.
The implementation of strategy is led
by the Group Executive Committee and
management across SSE’s Business Units.
Further information of SSE’s business
model and strategic progress in 2020/21
is covered across pages 1 to 93 .

Board reserved matters
Supporting purpose, vision and strategy and
SSE’s long term position, the Board retains a
schedule of matters reserved for its decision.
These are areas material to the Group’s
direction, people and resilience, and include:
• Agreement and monitoring of a healthy
corporate culture including SSE’s values.
• Approval of key financial communications
and SSE’s dividend policy.
• Ensuring sound systems of internal
control and risk management.
• Changes to the Group’s capital structure.
• Changes to Board and Board Committee
structure, size and composition.
• Approval of the electricity distribution
and transmission price control reviews
proposed by Ofgem.
• Material changes to the rules of the
Company pension schemes.
• Major transactions.

The Schedule of Reserved Matters is one
of a collection of documents and policies
which make up SSE’s Board Charter. The
contents of the Board Charter govern the
Board’s operations and pertinent Groupwide matters and is subject to annual
Board approval.
The Board Charter contains:
• Articles of Association.*
• Schedule of Reserved Matters.*
• SSE’s Guide to Good Business Ethics.*
• SSE’s Guide to Governance.
• Board Committee Terms of Reference.*
• Non-Audit Services Policy.*
• Procedure for Taking Independent
Advice.
• Non-Executive Directors’ Shareholding
Policy.
• Board Inclusion and Diversity Policy.*
• Responsibilities of key Board roles. *
* Documents available in full at sse.com 

Corporate governance
within SSE
Within SSE, corporate governance can be
explained as the minimum expectations
set by the Board surrounding standards,
responsible conduct and controls. The
Governance Framework specifically maps
out where accountability resides in line
with delegated authorities and forms part
of the Group’s System of Internal Control,
see page 137 .
Areas of importance to both the Board
and the Group’s operations influence the
features of the Governance Framework.
This is illustrated in part by the Committees
which have been agreed to provide
dedicated focus to areas on behalf of the
Board and the Group Executive Committee.

Oversight of delegated matters is supported
by formal reporting channels. For Board
Committees this is a personal account from
the non-Executive Director who chairs
the Committee. On executive matters,
the Chief Executive, Finance Director and
Group Energy and Commercial Director
are charged with providing full updates at
each Board meeting. This is in addition to
minutes, written reports and KPIs to monitor
financial and non-financial performance.

Board operations
The Board, led by the Chair, seeks to
nurture a Boardroom in which informed and
transparent decision-making takes place.
This is supported by clearly defined Board
roles (see page 117 ) and constructive
dialogue within and outside of meetings.
Structured agendas are developed by
the Chair, Chief Executive and Company
Secretary who consider the Board’s annual
plan of business and the current status of
projects, strategic workstreams and the
overarching operating context. Adequate
time is allocated to support effective and
constructive discussion, and guidance
is available to authors and presenters of
Board materials. An electronic meeting
portal allows efficient navigation of papers,
information and requests. Details of Board
meeting activity in 2020/21 can be found
on pages 106 to 111 .
With one of the key responsibilities of
the non-Executive Directors being to
challenge and provide counsel, it is
deemed appropriate that relationships
can be built with different levels across the
Group. The Board therefore has unfettered
access to senior leadership, their teams and
specialist functions. For details of employee
engagement and knowledge development
in 2020/21 see pages 114 to 116 and 123 .

Group Executive Committee
The membership of the Group Executive Committee comprises the Executive Directors, the Managing Directors of SSE’s core Business
Units and the General Counsel. The Director of HR and the Director of Corporate Affairs and Strategy attend every meeting in full.

Alistair Phillips-Davies
Chief Executive, Member

Gregor Alexander
Finance Director, Member

Martin Pibworth
Group Energy and Commercial
Director, Member

Rob McDonald

Chris Burchell

Jim Smith

MD, SSEN Transmission, Member

MD, SSEN Distribution, Member

MD SSE Renewables, Member

Liz Tanner

John Stewart

Sam Peacock

General Counsel, Member

Director of HR, Regular Attendee

Director of Corporate Affairs
and Strategy, Regular Attendee

Sally Fairbairn
Company Secretary and Director
of Investor Relations, Committee
Secretary

Biographical details can be
found at sse.com 
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CONSIDERED
DECISION-MAKING
Decision-making context
Promoting SSE’s long-term success is rooted,
in part, through setting conditions for effective
decision-making. The decision-making context
stems from SSE’s Governance Framework explained
on pages 102 to 103 , with the Board confirming
key parameters and expectations. These include
SSE’s purpose, vision, strategy and culture and the
approach to reflecting stakeholder views within
long-term plans and day-to-day operations. The
connectivity between these concepts is depicted
opposite.

To be a leading energy company in a net zero world.

Em
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Stakeholders
views

Our vision

Vision

Purpose

Strategy

Stakeholders
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To provide energy needed today, while building
a better world of energy for tomorrow.
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See pages 112 to 113 .
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To create value for shareholders and society in a
sustainable way by developing, building, operating
and investing in the electricity infrastructure and
businesses needed in the transition to net zero.
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Our stakeholders
SSE’s stakeholders are people, communities and
organisations with an interest in SSE’s purpose,
strategy, operations and actions and who may
be affected by them.

Stakeholder views
The Board shapes the framework within
which stakeholder relationships are
developed and maintained; confirming SSE’s
key stakeholder groups and the purpose
of stakeholder engagement in relation
to decision-making and strategy. These
principles, alongside SSE’s key stakeholder
relationships and engagement in 2020/21
are explained on pages 28 to 31 .
To ensure meaningful reflection of
stakeholder views across all of SSE’s
business operations, breadth and depth of
stakeholder engagement is required. The
scale of this activity cannot be discharged by
the Board alone and it therefore encourages
a progressive approach to engagement
through a network of mature executive
and business-led stakeholder relationships
across the Group. Robust oversight and
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understanding of stakeholder views at Board
level is gathered through a combination
of direct engagement and reporting of
below Board activity. This supports the
timely recognition of emerging stakeholder
issues, and ensures Board engagement
complements the expectation that senior
leadership and SSE’s Business Units take
demonstrable account of stakeholder views
in their decisions and longer-term objectives.
Direct and indirect Board engagement
mechanisms are set out on pages 30 to
31 , with additive detail on shareholders
and debt providers on page 105  and
employees on pages 114 to 116 .
The influence of stakeholder views within the
Board’s own work is exemplified across the
Directors’ Report. This includes, but is not
limited to, the Board’s Principal Decisions
on pages 107 to 109, 124 and 127 .

To guide Board focus in 2021/22,
engagement priorities have been agreed
as follows.
• Oversee the delivery of a comprehensive
COP26 stakeholder engagement plan.
• Engage with investors to confirm
understanding of ESG-driven funds
and UK/EU taxonomy.
• Encourage AGM participation.
• Further external soundings on
strategy with framing around SSE’s
key stakeholder groups.
• Prioritise conversations with employees
on future ways of working and their
contribution to strategy and tackling
climate change.

Shareholder and debt
provider engagement
SSE engages with equity and debt investors
to understand the views of those that
invest in SSE and to communicate its
strategic plans, Environmental, Social and
Governance (ESG) approach and financial
performance. Investors are able to contact
the Company at any time through SSE’s
dedicated channels (see page 315 ).
Retail shareholders. To allow management
of an individual’s shareholding, SSE’s investor
website provides a source of equivalent
information, housing all regulatory news
announcements and published financial and
non-financial reports. The Investor Relations
team, and the Company Secretariat, with
support from SSE’s Registrar, engage with
retail shareholders in response to private
shareholding queries.
Institutional investor programme. Across
2020/21, standing engagement supported
by SSE’s Investor Relations team, comprised
112 one-to-one and 25 group meetings,
representing direct engagement between
the Board and over 40% of SSE’s activelymanaged issued capital. These contacts
were conducted virtually across investor
roadshows, conferences and ad-hoc
meetings. The majority of which were
led by the Executive Directors, with the
Chair, the Senior Independent Director,
and members of SSE’s senior leadership
team joining where requested or deemed
appropriate to the subject of the meeting.
Conversations were more international
with virtual visits to over 12 countries,
and this form of meeting will continue
as an available option.
Feedback was provided to the Board
following each engagement, supplemented
by a monthly report of investor and market
sentiment and share price performance,
and two independent sessions co-ordinated
by SSE’s Brokers. Outcomes included
improved disclosure around SSE’s renewable
operational fleet and development pipeline,
its thermal generation assets, and its financial
framework including a target net debt/
EBITDA ratio.
ESG. Engagement on ESG issues. Against
the backdrop of increasing investor focus
on ESG and sustainability practice, SSE
has engaged regularly with shareholders

AGM 2020
AND 2021
AGM 2020. The Board’s overriding
priorities for the format of SSE’s AGM
in 2020 were safety and the need to
safeguard shareholder participation
and engagement.
After careful consideration of the ongoing
coronavirus pandemic, social distancing
measures and the Corporate Governance
and Insolvency Bill, the Board agreed
that shareholders would not attend the
AGM in person. Supporting arrangements
to encourage voting by proxy and
submission of questions to the Board
in advance were therefore put in place.
Questions received were grouped
by theme and responded to in full
through a combination of a video
presentation published on sse.com 
on the day of the AGM and direct written
reply. The engagement with Royal
London Asset Managers and Friends
Provident Foundation at this time,
further resulted in the development of
SSE’s Just Transition strategy which is
explained on page 45 . Through proxy
arrangements an equivalent level of
share capital directed votes on meeting
business, with all resolutions passed with
in excess of 90.24% votes cast in favour.

on a broad range of ESG topics. As well as
increasingly frequent discussions of ESG
issues during regular investor engagement,
numerous ESG-themed one-to-one
meetings were held during the year and
SSE’s Finance Director, Group Energy
and Commercial Director, and Chief
Sustainability Officer, jointly presented
at two ESG-themed investor events.
ESG ratings agencies. SSE actively
engages with key ESG ratings agencies
and investor-led initiatives to help
demonstrate SSE’s performance to its
stakeholders, while allowing identification
of areas for improvement in its operations
and disclosure.

ENGAGEMENT
IN ACTION
SHAREHOLDERS
AND DEBT PROVIDERS

AGM 2021. The learnings from the
coronavirus context in 2020 identified
opportunities for enhanced engagement
arrangements for the AGM in 2021. It
was recognised that methods for remote
shareholder interaction were paramount,
where any physical element of the meeting
remains subject to government guidelines.
Accordingly, shareholders will now be able
to submit and have questions answered
both in advance and during the meeting
and observe proceedings in real time by
webcast. Proxy arrangements remain in
place to allow all shareholders to cast their
vote in any resulting meeting format. To
allow the fullest flexibilities for shareholder
participation, the necessary authorities to
hold hybrid meetings in the future are also
being put to shareholder vote.

Green debt financing. Recognising
increasing investor demand for debt used
to fund sustainable assets, in March 2021,
SSE – via SSEN Transmission – issued
its fourth green bond in five years. The
issuance reaffirmed SSE’s status as the
largest issuer of green bonds from the UK
corporate sector, with over £1.9bn in green
debt outstanding. In addition, SSE has set
out a new framework for issuing innovative
sustainability-linked bonds in the future.
Remuneration. The engagement between
the Remuneration Committee Chair and
SSE’s largest shareholders on the expanded
Group Energy and Commercial Director
role, and associated terms, are set out on
page 145 .
SSE plc Annual Report 2021
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STRATEGIC REVIEW AND
BOARD FOCUS IN 2020/21
Strategic developments in 2020/21

Annual strategy review work
Business Unit update
Linked to Board Principal Decision

Annual
strategy
review
preview

FID: Final Investment Decision
Annual strategy review

Seagreen
FID and sale
of stake
Viking FID

2020 May

SSEN
Transmission
SSEN
Distribution
SSE
Renewables

Jun

Strategic
priorities
agreed

Five-year
financial
outlook

Customers

Dogger Bank
(A+B) FID
SSE Thermal

Jul

SSE
Enterprise

Crown Estate
Round 4
approvals

Aug

Sep

Oct

Dogger
Bank (A+B)
sale of stake

Nov

Dec

SSE
Renewables

2021 Jan

Strategic disposals to streamline the Group (see page 16 )
Walney, Maple Co, Multifuel Energy, Gas Production, Contracting

Setting strategic direction
The Board’s strategy activities comprise
an annual and rolling review of the Group’s
overall strategic situation, current direction
and future priorities, alongside individual
sessions from each of SSE’s Business Units.
This work, which includes consideration
of how value is generated and sustained,
allows the Board to effectively oversee
and confirm the continued appropriateness
of SSE’s business and operating model
(see pages 10 to 13 ).

•

•

Strategic review in 2020/21
Building on 2019/20. In 2019/20 the
Board confirmed priorities to further
SSE’s position and safeguard its long-term
success. These were confirmed on page
101  of the Annual Report 2020. Progress
made across 2020/21 is set out in the
timeline above and discussed across
the Board Principal Decisions on pages 107
to 109 .
Review inputs and discussion. The Board’s
review of Group strategy in 2020/21
focused on:
• The external environment and how
this impacts SSE and its stakeholders,
including trends in policy, regulation,
competitor behaviour, technology,
energy markets and capital markets.
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•
•

This review was supported by
presentations from Colin Mayer of
Saïd Business School on the role of
responsible listed corporations in society
and Flint Global on key policy and political
trends. Further commentary on sector
developments can be found on pages 24
to 27 .
Growth, including a review of the
size of growth markets and returns for
opportunities in the transition to net zero.
SSE’s strategic progress and its financial
situation. This included progress against
the previous year’s strategic priorities,
valuation of the SSE Group and scenario
analysis of the five-year financial outlook.
Strategic choices for the next five years
including capital allocation options.
The long-term shape of the SSE
Group and implications for its investor
proposition and financial strategy.

Analysis and debate was informed by
a range of inputs from specialist teams
including: Corporate Finance; Energy
Economics; Business Unit leadership
teams; and Group Strategy. Each
Business Unit further presented detailed
performance updates over the year to
discuss and agree their own strategic
priorities for progression. Key events of
potential strategic were presented to the

RIIO-T2
intention to
appeal

Feb

Low-carbon
thermal

Mar/
Apr

Board as they arose, which saw discussion
of the Energy White Paper, the 6th Carbon
Budget, and the Crown Estate Offshore
Leasing Round 4.
Output. The 2020/21 strategy review
agreed the following areas for continued
focus across a time horizon to 2025:
• The evolution of the shape of the
SSE Group.
• Strategic priorities for the Group
and each Business Unit.
• Key decisions around SSE’s capital
allocations.
Looking forward. In April 2021, the Board
agreed a refinement of the description of
the Group’s strategy in order to ensure it
more accurately articulated the existing
strategy ahead of its strategic review work
in 2021/22.

BOARD PRINCIPAL DECISION
WIND DEVELOPMENT PIPELINE

Key

Build

Background

Operate

Invest

Develop

In 2019/20 and 2020/21, the Board confirmed priorities to support the growth of SSE Renewables’ wind development
pipeline. These have been furthered by one of SSE’s 2030 business goals; to develop and build enough infrastructure
to treble the output of SSE’s renewable energy to 30TWh per annum. In line with the above, Board consideration was
required in 2020/21 surrounding the Final Investment Decisions (FID) in the Seagreen 1 (offshore, 1075MW*), Dogger
Bank A and B (offshore, 2,400MW*) and Viking (onshore, 443MW*) wind projects.
* total project capacity with SSE’s share is in line with its equity holding.

Board discussion

All large capital projects within SSE are subject to an agreed governance framework, where set criteria must be
met to allow progression through key milestones. Prior to reaching FID, Board assurance is provided through these
governance arrangements in relation to project development, safety, design, and risk. In each case, the decision to
move into the project execution phase saw Board evaluation of:
• total capex, project economics and funding;
• engineering and construction findings;
• contracting strategy including the potential coronavirus impact on supply chain;
• overall project risk; and
• UK energy market design.

Board stakeholder The Board remained appraised of stakeholder views through SSE Renewables’ engagement strategy, in addition to
those material issues identified by SSE’s established engagement methods (see pages 28 to 31 ). A summary of the
considerations
key considerations which informed Board decision making were:
and impacts
• Climate change and net zero. The transition to net zero is of material interest to society and through SSE’s
purpose, the Board is committed to supporting strategic opportunities which accelerate decarbonisation of the
electricity system with an appropriate risk and return profile. The Board’s advocacy priorities reflect SSE’s net
zero ambitions which are consistent with the UK Government’s offshore wind ambitions, and more recently,
the Government’s Ten Point Plan.
• Supporting a green economic recovery. In line with SSE’s social contract, the Board recognised the potential
contribution large-scale project investment could have on local economies, namely through the creation of
highly skilled jobs and in supporting indigenous supply chains.
• Working for customers. A material issue to energy customers is the cost of electricity supply, and increasingly,
the ability to trace the source of electricity generation. When complete, the capacity of the total Seagreen,
Dogger Bank and Viking projects have the potential to deliver enough renewable output to power 8.1 million
homes. The Board will continue to advocate for the right conditions for investment in renewable infrastructure
to deliver a sustainable and affordable energy system.
• Combining expertise. The opportunity presented by strategic partnerships to deliver excellence through the
combining of expertise is consistent with SSE’s strategy and values. Given the large scale of these wind projects,
working with partners was deemed an appropriate risk mitigation for the construction phase and allows the
deployment of capital in a more diverse portfolio of projects.
• Shareholders and debt providers. The trajectory and pace of SSE’s renewables strategy has been transparently
reported and subject to discussion and support in investor meetings. When approving FID, the Board considered
the returns which would be acceptable to investors in each case.
Outcome, next
steps and related
decisions

The Board approved the FID in the Seagreen 1, Dogger Bank A and B, and Viking wind projects between April
and September 2020, all of which progressed to financial close. Consistent with the partnering approach, a sale in
the stakes of Seagreen and Dogger Bank to Total and Eni respectively was approved and completed in June 2020
and February 2021. To further SSE Renewables’ ambitions, and following the successful delivery of key project
milestones, endorsement was provided for an aspirational run rate of at least 1GW (net) of new assets a year during
the second half of the decade. Supporting activity for this has been Board-approved participation in the Crown
Estate Round 4 seabed auctions and the seeking of international opportunities to support portfolio diversification
across different geographies and markets.
Strategic link:

Link to Principal Risk:
Climate Change
Large Capital Projects Management

See also:
Pages 17, 19 and 83 to 85 .
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BOARD PRINCIPAL DECISION
RIIO-T2 PRICE CONTROL

Key

Build

Operate

Invest

Develop

Background

In December 2019, SSEN Transmission submitted its final business plan for the RIIO-T2 price control, entitled ‘A
Network for Net Zero’ (the business plan). Its creation followed structured consultation with SSEN Transmission’s
stakeholders over a two-year period and committed to the delivery of five goals which had been designed to meet
stakeholder expectations. During development, the Board remained updated on business plan progress and the
supporting constructive stakeholder engagement, including that with the GB Energy Regulator, Ofgem, throughout
its determination process.

Board discussion

Co-creation of a business plan with stakeholders was endorsed as the correct approach to allow SSEN Transmission
to simultaneously attract the investment needed to tackle the issue of climate change, whilst taking account of
evidence-based stakeholder needs. Following the publication in December 2020 of Ofgem’s Final Determinations
for the RIIO-T2 period, and Ofgem’s subsequent consultation on associated licence condition modifications, the
Board noted the broad support for SSEN Transmission’s stakeholder-led business plan. However, it also recognised
that certain technical but very important issues required correction.

Board stakeholder SSEN Transmission deploys a range of communication methods, within an agreed engagement strategy, to actively
listen and gather stakeholder views. For RIIO-T2 this included a dedicated Network for Net Zero Stakeholder Group.
considerations
The outputs of this overarching engagement work have been considered by the Board through the below, with
and impacts
the Board further cognisant of the longer-term position, in which the outcomes of the RIIO-T2 price control could
impact upon future price controls.
• Firm commitment to the business plan. The business plan is supported by five clear goals which create
stakeholder benefit through: the transportation of renewable energy consistent with net zero ambitions;
transmission network reliability for homes and businesses; the delivery of all customer connections on time;
a reduction in greenhouse gas emissions; and efficiency savings from innovation.
• Long-term success. The business plan, including the significant investments in the network that will go through
uncertainty mechanisms as part of the RIIO-T2 price control, was produced to: protect current and future
consumers; maintain security of supply; and act on climate change while attracting the investment that creates
jobs and future prosperity. Working constructively within the regulatory framework allows SSEN Transmission
to put forward its view of appropriate and balanced stakeholder outcomes based on robust, objective evidence.
Outcome, next
steps and related
decisions

The Board confirmed its support surrounding SSEN Transmission’s intention to appeal certain elements of Ofgem’s
RIIO-T2 price control settlement to the Competition and Markets Authority (CMA). The appeal is both technical
and narrow in scope, focused on areas where Ofgem’s decision does not reflect the robust evidence provided
throughout the price control process, alongside material errors in the decision. A conclusion to the appeal is
expected by November 2021. The Board will remain updated as the CMA considers the merits of the appeal and
will oversee enaction of the business plan which is now underway and contributing to the transition to net zero.
Strategic link:
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Link to Principal Risk:
Climate Change
Energy Affordability and Politics
Regulation and Compliance

See also:
Pages 21 and 79 to 80 .

BOARD PRINCIPAL DECISION
LOW CARBON THERMAL GENERATION

Key

Build

Operate

Invest

Develop

Background

SSE Thermal plays a complementary role within the SSE group of businesses through the provision of firm and
flexible capacity to balance the variability of renewable output. The investment in Keadby 2 signalled early support
for efficient lower-carbon technology within this important asset class. This has been followed by consideration of
the possible investment opportunities presented by clean carbon, capture and storage (CCS) and hydrogen fuelled
generation, to tackle climate change whilst ensuring continued security of supply across the energy system.

Board discussion

Across 2020/21, the Board received detailed updates from the SSE Thermal senior leadership team allowing
assessment of development opportunities, and their strategic fit with SSE’s net zero and sustainability ambitions
including its 2030 business goals. This included optionality within the traditionally carbon intensive Humber cluster;
an area in which Keadby 2 and the potential development of Keadby CCS, a gas fired power station with carbon
capture technology, are located.

Board stakeholder Through formal consultation surrounding Keadby CCS and SSE’s established stakeholder engagement mechanisms
(see pages 28 to 31 ), the below matters were reflected across Board discussions in the year:
considerations
• Sustainable electricity system. Flexible thermal generation plays a pivotal part to ensure a reliable energy system
and impacts
that supports the supply of essential services to society. Dispatchable thermal plant with minimal emissions can
continue to fulfil this key role whilst contributing to the UK’s net zero targets. SSE’s own science based targets
remain a key baseline against which to judge the low-carbon fit of future investments and CCS and hydrogen
are deemed to complement this pathway.
• A Just Transition. Investment within industrial regions is a key principle within SSE’s view of a just transition.
Existing skills and knowledge can be deployed across green technologies, in which workers and local
communities are supported through the protection of existing jobs and creation of new employment
opportunities.
• Progressive partnering. Complementary skills, a common investment approach and shared stakeholder and
policy views are key inputs into SSE’s partnering strategy. Further developing the long-standing relationship with
Equinor, which includes mutual involvement in the Zero Carbon Humber partnership, was confirmed as a natural
progression to allow joint development of valuable low carbon opportunities both in the Humber cluster and
elsewhere in the UK.
• Developing appropriate governance. Robust regulatory and policy frameworks are key to driving new
investment with fair returns for developers, operators and end customers. The adequacy of proposed support
to align with the UK Government’s ambition for these new technologies will be monitored to ensure they
translate into a compelling case for all stakeholders.
Outcome, next
steps and related
decisions

The Board confirmed entry into a cooperation agreement with Equinor to jointly develop Keadby CCS and Keadby
Hydrogen. Research and development of the supporting CCS and hydrogen technologies will be progressed under
the partnership, alongside options to further decarbonise the Keadby 2 project through hydrogen blending. It was
announced in May 2021, the scope of the co-operation agreement was expanded to include the Peterhead CCS
Power Station in Aberdeenshire. Engagement with government, regulators and stakeholders will continue, with
any Final Investment Decisions dependent on the progress of policy frameworks that are commensurate with the
delivery of this net zero enabling infrastructure. Sessions on the role of clusters and hydrogen technology in support
of emerging climate science have been agreed for integration into future Board work.
Strategic link:

Link to Principal Risk:
Climate Change
Energy Infrastructure Failure
Large Capital Projects Management

See also:
Pages 20 and 86 to 87 .
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Board meeting focus

Key

In addition to the strategic deliberations on pages 106 to 109 , Board meeting agendas
have included consideration of the following matters. These are non-exhaustive and detail
the breadth of oversight provided by the Board in order to discharge responsible leadership.

Safety, health and environment (SHE)
Employee safety during coronavirus
The approach to assessing and managing the new and emerging
pandemic risks across work settings, including critical operations
and working from home.
• Assurance of SSE’s employee response, including: PPE;
employee guidance; wellbeing; mental health support;
and fatigue.
• A report of all supporting employee communications in
Board meeting packs.
SHE strategy, performance and initiatives
SHE KPIs including positive performance under the new
Safe Days measure and the ongoing SHE strategy refresh.
• Standing Board monitoring activity.

Financial management
Financial performance
Monthly updates on financial performance by Business Unit
including detail of the estimated impact of coronavirus.
• Additional EPS guidance was issued to the market in September
and December 2020, consistent with continued business
operations and the assessed impact of coronavirus on SSE’s
customer facing businesses.
Financial strategy and resilience
Funding requirements, planned project expenditure and the
timing of disposal proceeds. And financial headroom and cash
flow following the additional viability work carried out in June
2020, which were considered against the objective of maintaining
a strong balance sheet, investment grade credit ratings and a
commitment to remunerating shareholders through the 2023
dividend plan.
• Issuance by SSEN Transmission of a £500m green bond in
March 2021.
• Approved and recommended interim and final year dividends
of 24.4p and 56.6p.
• Confirmed the output of the assessment which forms the basis
of SSE’s Viability Statement (see pages 56 and 133) .
Budget and financial modelling
The proposed 2021/22 Group budget which reflected the
expected phasing in capital investment and expenditure in
line with RIIO-T2 outcomes and SSE Renewables projects.
• Long-term financial modelling assumptions and outputs
as context for future decisions and strategy discussions.
• Approved the 2021/22 annual budget.
• Endorsed updated assumptions for project investment analysis.
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Focus area

Board considerations
and monitoring
• Outcome

Workforce and culture
Culture and employees
See pages 112 to 116 .
Whistleblowing
Progress in the approach and culture to support engagement
and trust in SSE’s whistleblowing channel, reviewing indicators of
performance and the potential impact of coronavirus on reporting
suspected incidents.
• Confirmation that SSE’s whistleblowing arrangements be
considered effective.
Pensions
Pension developments across the Group’s Defined Benefits
Schemes and Defined Contribution Scheme.
• Noted the current governance arrangements, performance and
on-going management across the Pension Schemes including
funding, returns and employee engagement.

Risk
Risk profile
The supporting programme of work to assess SSE’s Group risk
environment including any changes in the risk context that should
be reflected in the relative positioning of the Group Principal Risks
and SSE’s risk appetite.
• Approved the identification and definition of 11 Group Principal
Risks and the retention of the emerging risk ‘Joint Venture and
Partner Management’ (see page 54) .
• Confirmed updates to SSE’s Risk Appetite Statement
see page 56) .
Coronavirus and energy markets
Energy market liquidity and forecast electricity demand in line with
coronavirus developments including lockdowns and government
guidelines, and SSE’s position under its approach to hedging.
• Received updates on the management and governance of
commodity exposures, including the position following the
decision to suspend and reduce SSE Renewables hedging
in March 2020 and the initiation of a temporary Demand
Management Committee (see page 138) .
Information and cyber security
The external cyber risk environment and deliverables from the
internal programme of work, which included focus on employee
awareness and training, and SSE’s risk tolerance which underpins
the cyber risk culture. The status of the 2020/21 GDPR Privacy
Programmes and data considerations surrounding employee
coronavirus information and Brexit scenarios.
• Approved updates to the 2021 Cyber Risk Appetite Statement.
• Confirmed SSE’s current GDPR governance and mitigation
work.

Sustainability and climate impacts
Sustainability approach
SSE’s annual sustainability plan which set out priorities to ensure
continued legitimacy as a purpose-led company with a strategy
that delivers wider value creation. The priorities were reflective
of immediate and longer-term stakeholder needs and increased
understanding of the socio-economic impact of investments.
• Endorsed actions centred on the core themes of a green and
sustainable recovery, sustainable procurement, and systematic
engagement on ESG issues.
• Endorsed the approach to stakeholder pandemic support
including publication of stakeholder based communications*.
• Approved the 2020 Modern Slavery Statement*.
• Publication of SSE’s Just Transition strategy*.
• A new Sustainable Procurement Code*.
• Complementary to the sustainability approach, provided
support for SSE to be a Principal Partner on COP26 in 2021.
*

Available to view on SSE.com 

Sustainability targets
The pathway to meeting SSE’s 2030 business goals through
Business Unit strategic plans and SSE’s sustainability approach
(see above). This included science-based target accreditation
for SSEN Transmission’s five-year business plan goal to reduce
greenhouse gas emissions by 33%.
• To further support the decarbonisation of SSE’s own operations,
the Board approved a commitment to reaching net zero
emissions by 2050, building upon the existing medium-term
science-based carbon targets set in 2020 (see page 36) .
Stakeholders
SSE’s strategic approach to stakeholder engagement.
• Reaffirmed SSE’s six key stakeholder groups and agreed
engagement priorities (see page 104) .
Climate strategy
The growing importance of shareholder engagement on
SSE’s plan to achieve net zero carbon emissions across all
of its operations by 2050 at the latest.
• Proposed an enabling resolution within the business of the 2021
Annual General Meeting (AGM) that establishes a framework
for an annual vote on SSE’s Net Zero Transition report at
future AGMs.

Governance
Board and senior leadership
The leadership needs of the Board, its Committees and senior
executive teams in line with succession plans, including
opportunities to increase diversity and expertise.
• Approved the appointment of the Chair, Senior Independent
Director and the expanded role of the Group Energy and
Commercial Director.
• Approved changes to Board Committee membership.
• Noted senior leadership appointments in SSEN Distribution
and Energy Portfolio Management.
• Approved inclusion of an ethnicity target in the Board’s
Inclusion and Diversity Policy.
Corporate reporting
The contents of corporate reports and associated regulatory
market announcements, in conjunction with recommendations
and feedback from the Audit Committee on judgements, balance
and basis of preparation.
• Approved the release of quarterly trading updates, the interim
results and the Annual Report and Accounts 2021.
Annual General Meeting (AGM)
Feedback from the AGM 2020 and the approach and business to
be considered in 2021, including methods to facilitate continued
and safe shareholder participation.
• Approved the Notice of AGM 2021 and meeting arrangements.
Governance developments
Observations surrounding the impact of the Market Abuse
Regulation on the UK disclosure regime since implementation.
And an annual update covering: the ongoing reform of the
Financial Reporting Council and the Audit sector; external views
of best practice as seen by investors and proxy advisors; and
coronavirus related guidance including emergency legislation.
• Noted the governance landscape and external expectations.
• Considered internal practice and work which was ongoing by
supporting teams.

Politics and regulation
Brexit
Updates from the Group Energy and Commercial Director and
the Brexit project team surrounding the assessment of risk, and
potential impact of, different deal scenarios at Group and Business
Unit level, including detail of whether these were short or longterm considerations for SSE’s strategy and operations. Focus areas
included import tariffs, people, data, supply chain and commodity
and financial markets.
• Noting that each scenario would present limited risk, the
Board continued to receive updates on emerging matters
post-transition, and approved actions to mitigate exposure to
carbon price risk by way of an adjustment to SSE’s approach
to the forward hedging of its thermal generation output as
reported in SSE’s Q3 trading update. Approval to monitor and
recommence hedging when appropriate was provided in April
2021 (see page 138) .

Advocacy priorities
Consistent with SSE’s Greenprint the Board considered the policy
framework and market design required to deliver net zero and
build economic resilience.
• Approved the advocacy priorities to deliver the correct
outcomes for SSE’s key stakeholders, ensuring appropriate
representation of their views. This included regulatory price
controls that support continued investment and fair returns
and a policy pathway that supports the infrastructure required
for net zero.
Landscape and external developments
Updates on the political landscape in the UK and Ireland relevant
to SSE’s operating environment and emerging risks. This included:
the development of the Government’s policy agenda for net zero
ahead of COP26; the emergence of the Labour Party’s policy
platform under a new leader and implications for public ownership
in the energy sector; and Scottish independence.
• Approved SSE’s approach to: monitoring the political landscape
in the UK and Ireland; considering its potential impact on SSE’s
strategy and operations; and managing potential opportunities
and risks associated with key developments.
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FOCUSING
ON CULTURE
Influence of culture
The Board recognises the cultural tone
set within the Group has both internal
and external influence; guiding employee
interactions and directing decisions with
stakeholder impact. This pervasive context
is reflected within the agreed definition of a
healthy corporate culture for SSE and is the
baseline against which cultural guidance is
developed and tested.

Aligning culture with purpose,
vision and strategy
SSE’s purpose, vision and strategy provide
confirmation to employees and external
stakeholders as to why SSE exists, what it is
seeking to achieve and the direction which
has been agreed to get there. Engagement
with these elements to ensure everyone in
SSE understands their contribution to the
Group’s long-term success, is fundamental
to creating a culture that can be embraced
at every organisational level.
Board support in 2020/21
In March 2020, the Board recognised
the resilience of SSE’s culture would be
tested by the quickly evolving coronavirus
situation. This saw a shift to critical worker
status for front line staff and a working from
home model for a significant proportion of
the workforce. Unable to provide on-site
support and have in-person conversations,
two surveys were conducted in 2020/21
to understand how employees were
feeling and what support was required.
One outcome was a comprehensive
communications strategy that could reach
employees in all work settings and maintain
engagement. The content covered both
coronavirus related issues and an employee
guide to strategy, with the Board involved
in the delivery of key messages. Through
virtual calls, employees were encouraged
to submit questions for live discussion with
the Board (see pages 114 to 116 ).

Guiding and promoting culture
Ethical business conduct within SSE is
known as ‘doing the right thing’. To support
this, the Board confirms the appropriate
values, attitudes and behaviours, to
drive the creation of an inclusive and fair
workplace in which responsible decisions
are taken. Employee guidance is provided
through the Board-approved SSE SET
of values, SSE’s Group Policies and an
employee guide; all of which are supported
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by mandatory online training. Leading by
example is re-enforced through the Board’s
own conduct and the communication to
employees of key activity. Senior leaders
across SSE’s Business Units and Group
Services have the same responsibility to
lead, embed and oversee cultural standards.
Cultural signals at Board-level include:
• SSE’s Governance Framework and
corporate governance practices
(see pages 102 to 104 ).
• Board decision-making (see pages 106
to 111 ).
• The approach to people strategy and
leadership (see Nomination Committee
on pages 120 to 127 ).
• SSE’s risk, controls and compliance
culture (see Audit Committee and
EMRC on pages 128 to 139 ).
• The prime focus on safety, health
and the environment (see SHEAC on
pages 140 to 143 ).
• Attitudes towards reward and
remuneration (see Remuneration
Committee on pages 144 to 165 ).
Board support in 2020/21
Following the refresh of SSE’s Group Policies
in 2019/20, the Board approved an updated
version of SSE’s employee guide which
contained enhanced decision-making
tools. All Group Policies were reviewed
and approved in 2020/21 through the
Board’s standing annual review.
Reflective of cultural drivers around
leadership and values, commitments were
made in March 2020 not to furlough any
employees, with the priority being a longerterm approach to the pandemic through
continuity of work. This has remained a
stated Board focus, alongside appropriate
recognition of employee commitment
and achievement. To this end, the Board
endorsed flexible remote working policies
and an ‘SSE Day’ of leave for all employees.

Monitoring indicators of culture
The Board does not use a singular tool for
the assessment of culture; instead drawing
upon multiple sources to understand the
way employees feel about SSE and how this
translates into observed behaviours and
trends. These sources can be described
as a combination of the below regularly
reported metrics, standing reports and
listening channels.

• Feedback from all Board-employee
engagement.
• Non-Executive Director for Employee
Engagement programme insights.
• Employee survey results.
• Twice yearly Cultural Dashboard review.
• Monthly people updates from the Chief
Executive covering key developments
and employee sentiment.
• A monthly compliance report from the
Finance Director.
• Monthly safety and employee wellbeing
data.
• Whistleblowing performance.
• SSE’s Principal Risk ‘People and Culture’.
Board support in 2020/21
The maturity of the Board’s Cultural
Dashboard has been furthered in 2020/21,
with work undertaken to enhance
the linkage of data to accompanying
observations. It remains a collective
of three parts, with: data from Group
HR; information on Group Compliance
reviews; and commentary on financial
crime and corruption prevention controls.
An illustrative view of the Group HR
component is set out opposite.
Due to the impact of coronavirus on
metrics, the cultural dashboard could not
be read comparatively across 2019/20 and
2020/21. Its interpretation was therefore
supported by insights from the all-employee
surveys, Board engagement and listening
events. This allowed consideration of
the coronavirus impact and changes in
sentiment. Through discussion of the issues
raised by employees, the Board approved:
• the continued development of businessled responses to employee survey
findings, which the Non-Executive
Director for Employee Engagement
would engage on;
• plans to develop a future ways of
working model; and
• continuation of enhanced
communication.
Additional challenge was provided to
ensure listening remained dynamic in
style, field staff did not feel isolated from
the communication approach and the
impact on new entrants and those early
on in their careers be considered.

BOARD’S CULTURAL DASHBOARD – THE MEASUREMENTS WE USE
A healthy corporate culture is one in which SSE has a purpose, values and strategy that are respected by the
Company’s stakeholders and an operating environment:
•
•
•
•

that is inclusive, diverse and engaging;
that encourages employees to make a positive difference for stakeholders;
in which values guide decisions and actions; and
in which attitudes and behaviours are consistent with high standards of conduct and doing the right thing.

Our culture is
determined
by the way we…

This is reflected in our
key cultural themes…

Attract and
retain our people

Employee
engagement levels

We start by measuring
employee sentiment…

And we review with our supporting
employee metrics and KPIs…

EMPLOYEE TURNOVER LEVELS YTD

TOP REASONS FOR LEAVING

Look after
each other

Safety

SAFE DAYS RECORDED YTD

Wellbeing

AVERAGE DAYS OF SICKNESS ABSENCE
RECORDED PER COLLEAGUE
TOP REASONS FOR ABSENCE

Make decisions

Doing the right thing

EMPLOYEE CONTACTS RECEIVED
ON SPEAK UP PLATFORMS YTD

Lead from
the top

Senior leaders

NO. OF LEADERS ENGAGED VIRTUALLY
WITH OUR LEADERSHIP PROGRAMME
BOARD AND GEC HOSTED EMPLOYEE
ENGAGEMENTS YTD

Communication

Manage
performance

My manager

See ourselves

Our strategy

‘CLICK’ RATE FOR THE SSE LEADERS
EMAIL YTD
Latest allemployee survey
results and
trend analysis

NO. OF ACTIVE LEADERSHIP
PAGE MEMBERS
NO. OF DELEGATES VIRTUALLY ATTENDED
MANAGEMENT TRAINING SESSIONS YTD
NO. OF VIEWS OF SSE EMPLOYEE
GUIDE TO STRATEGY
NO. OF INDIVIDUALS ENGAGED WITH
THE SUSTAINABILITY NETWORK
COMMUNITY GROUP

Work together

Inclusion

% EMPLOYEES ABLE TO WORK DIFFERENTLY
% ROLES OPENLY ADVERTISED
% ROLES ADVERTISED WITH FLEXIBLE
WORKING OPTION
NO. OF EMPLOYEE-LED “BELONGING
IN SSE” GROUPS ESTABLISHED

My team

% OF COLLEAGUES ABLE TO
COLLABORATE EFFECTIVELY
% OF COLLEAGUES FEEL WELLCONNECTED TO THEIR TEAM
% OF COLLEAGUES ABLE TO
WORK PRODUCTIVELY

See also:
• Reinforcing a healthy ethical culture on page 47 ).
• Listening and responding during the pandemic on page 48 ).
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SUPPORTING AND LISTENING
TO THE EMPLOYEE VOICE
How the Board engages
A GREENPRINT FOR
BUILDING A CLEANER
MORE RESILIENT
ECONOMY
Policy action today for a better
world of energy tomorrow

The adoption of a diverse range of listening
channels has been based on the principle
that everyone in SSE should have a voice,
and is consistent with employee feedback
of the benefit of multiple platforms to raise
areas for discussion. In turn, it supports the
Board in gathering a fair and representative
view of the issues which are important to
employees and builds an appreciation of
how these may differ by business, role
and geography.

Engagement highlights
VIRTUAL SESSIONS LED BY
THE EXECUTIVE DIRECTORS

EMPLOYEES ENGAGED VIRTUALLY

12

+2,800

NON-EXECUTIVE DIRECTOR FOR
EMPLOYEE ENGAGEMENT SESSIONS

ALL-EMPLOYEE SURVEY 2020
ENGAGEMENT SCORE:

9

82%*

VIRTUAL SESSIONS LED BY THE EXECUTIVE
AND NON-EXECUTIVE DIRECTORS

5
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The two-way dialogue between the
Board and employees is facilitated by a
combination of engagement methods,
which in normal circumstances would
include face-to-face contacts through
meetings, site visits and attendance at
employee events. These tools complement
the established annual all-employee survey
process and the Board’s review of findings.

* 8/10 employees recommend SSE as a good
place to work and feel energised and able to
fulfil their role.

Engagements can be classed as formal
and informal, with both required to identify
ongoing themes and new concerns.
Typically, the formal approach is used to
gather a structured and holistic view across
a large population of individuals at a point
in time. With the Board’s informal methods
providing a greater depth of feedback, truer
understanding of underlying sentiment and
supporting development of constructive
relationships with employees. The size and
format of discussions is determined by the
stated objective of the Board’s engagement.

Board engagement in 2020/21
The modified engagement approach
adopted during 2020/21 as a result
of working arrangements during the
coronavirus pandemic, alongside details of
what has been heard and the action taken,
is set out in page 115 . The central feature
of the approach has been new technologies
and the associated opportunity to conduct
conversations on a much larger scale and
simultaneously with individuals located
across different parts of Great Britain and
Ireland. Conversations have continued to
be broad ranging and cognisant of, and
responsive to, the changing status of the
pandemic in the year.

Board listening approach
Board listening channels
Non-Executive Director for Employee
Engagement (see page 116 )

Engagement class

What this channel brings

Formal: Virtual
focus groups
and trade unions
discussions

All-employee setting. Offers a Board perspective which can
otherwise be missed from business-led communications, and
provides the Board with insight of employee opinion on life at SSE.
People leaders. Provides the opportunity to replay key messages
which have been heard through listening channels, and supports
and challenges management actions and response.
Senior leadership. Creates a platform for two-way interaction
between senior leaders and the Board through which the Board
can offer views and personal external perspectives.

Informal: Hosted
calls with diverse
employee groups
Virtual Director-employee meetings
and interactive sessions

Informal

Provides employees with Board accessibility and direct two-way
interaction, and supports discussion of specific topics in detail.

Virtual focus groups

Formal

Allows interaction with different geographies and diversities across
the Group, and being smaller in size, provides the opportunity to seek
out added context surrounding employee sentiment through true
conversation. The impact can be fast and help influence decisions
which may affect employees.

All-employee surveys

Formal

Exists as a long-standing tool with a mature strategy that attracts
a consistently strong response rate, with the results viewed as
representative of the majority of employee voices. The question
set and associated findings are used to enhance the cultural agenda,
ensuring that employee sentiment and feedback is considered in
all key decision making.

Blogs and written communications

Formal

Reinforces matters of importance and embeds the tone through
the Board’s written reflections.

Listening insights and Board action
What employees requested

How the Board responded

Understanding of SSE’s vision
and strategy from the Board
and senior leadership.

• The Chair delivered a session to wider senior leaders on the power of purpose-led
strategy and how sustainable businesses provide profitable solutions to world issues.
• The Senior Independent Director and the Group Energy and Commercial Director held
a focus group to present on energy markets, and in return listened to employee views on
the climate transition and opportunities.
• Each Board member that participated in virtual sessions provided views on SSE’s strategy
and long-term direction.

Confirmation that action will
be taken on employee views.

• Dedicated calls covered the findings of the all-employee survey results, with one shaped
through pre-submitted employee questions.
• The Chief Executive personally sponsors key areas of focus following each all-employee
survey.
• The Non-Executive Director for Employee Engagement presented on the outcomes of
the all-employee survey to people-leaders, identifying clear accountabilities specific to
that group.

External perspectives including
different sectoral responses
to coronavirus.

• The Finance Director hosted a senior leadership call in which SSE’s Brokers and the
Company Secretary and Director of Investor Relations covered financial results and
investor views.
• The Chief Executive and Melanie Smith hosted a CEO-to-CEO roundtable answering
questions from a cross-section of SSE’s senior leaders.
• The Chief Executive hosted Cindy Rose, President of Microsoft, Western Europe, and
a group of over 150 leaders, to consider how the world of work is evolving during
the pandemic.

Opportunity to learn more
about the Board and to get
to know the Directors.

• See ‘Engagement highlights’ on page 114  for details of the breadth of engagement
undertaken.
• All non-Executive Directors participate in informal written Q&As which are issued via
SSE’s all-employee newsletter.
• The Group Energy and Commercial Director has maintained a personal blog on daily
life and working from home which employees have interacted with, and requested
he continue.
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Non-Executive Director for
Employee Engagement
The role of Non-Executive Director for
Employee Engagement was a natural and
progressive step in the evolution of SSE’s
employee voice strategy, which whilst
mature and firmly established within the
operating rhythm of the Group, was ready
for an enhanced and more interactive
understanding of employee sentiment.
Dame Sue Bruce was appointed to the
role in 2018.
The Nomination Committee made
the above recommendation through
consideration of the agreed role profile
and in recognition of Sue’s depth of

ENGAGEMENT
IN ACTION
EMPLOYEES – NON-EXECUTIVE
DIRECTOR FOR EMPLOYEE
ENGAGEMENT

Engaging with colleagues has looked
substantially different in 2020/21,
reflecting the challenges that have
been faced by society at large. Through
its ability to adapt, SSE has enabled
continued engagement by ‘travelling’
across our businesses and geographies
with virtual conferencing. Resilience and
strength in depth has been evident in
every group of colleagues with whom
I have had the opportunity to engage.
In addition to contributing to the listening
channels set out on pages 114 to 115 ,
my focused discussions have explored
the outcomes of two all-employee
surveys, working during lockdown
and allowed open Q&As.
As well as the measured responses to
the all-employee surveys, consistent
feedback has reflected:
• Loyalty and commitment to SSE
and delivering for stakeholders.
• A pledge to support colleague
wellbeing, with a focus on mental
health and those living and working
alone during lockdown.
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experience, active listening skills and
empathetic approach. It was further
deemed complementary, that as Chair
of the Remuneration Committee,
relevant employee perspectives could
be understood in the context of wider
remuneration policy and the approach
to reward.
Each year, the programme of work is
structured and supported by SSE’s Group
HR Employee Engagement Manager. The
success of the role is measured in action,
whereby the employee voice is consistently
represented in meetings attended by the
Non-Executive Director for Employee

• Support for a range of
communication channels and
continued clarity of messaging.
• The value of ready access to
managers and ability to provide
feedback.
• Successful and continued business
delivery through responsive IT
solutions.
• The high importance of SSE’s
inclusive culture especially within
recruitment.
• That focus on safety has remained
paramount.
To keep in touch with a range of views,
our virtual meetings have reached
colleagues in different business areas
and settings. This included attendance
at formal business meetings and
discussion in more intimate groups
without senior leaders. The diversity
of these contacts has comprised:
frontline coronavirus workers in SSE
Enterprise; engineering colleagues
in SSEN Distribution; senior leaders
in SSE Thermal; teams in Customers;
and an Energy Portfolio Management
employee survey focus group.
The engagement programme also
incorporates meetings twice annually
each with trade unions FTOs and
with JNCC colleagues. These seek
to give alternative direct access to
the Board and support the formal
industrial relations activities led by the
executive team. This underpins our
commitment to openness, inclusivity
and transparency whilst respecting
and keeping intact our respective
roles and responsibilities.

Engagement, allowing the views and
opinions of colleagues to feature and
contribute to discussions and decisions
being made.
“It was great to engage with Sue on our
virtual town halls, and hear first-hand
about the focus on employee engagement
and two-way communication at Board
level. I think it’s really important people
see a genuine appetite from leaders
across SSE to incorporate the opinion of
employees into their decision making.”
James Moran,
Low Carbon Thermal Engineer

The strength of this dedicated role in
providing feedback to the Board, and
a factor which has come to the fore in
2020/21, is the speed at which views
can be heard. This has been invaluable in
assessing the adequacy of our employee
support in an unprecedented period.
The collaborative role of Group HR
ensures that responsive business-led
action can be channelled directly to
senior leaders and informs the overall
engagement approach.
I would like to re-iterate the pride
felt by the Board for what has been
achieved in challenging circumstances,
and welcome comments on our
engagement agenda. I look forward to
the continuation of our programme in
2021/22 and the open, constructive and
enjoyable conversations this will entail.
Dame Sue Bruce
Non-Executive Director for Employee
Engagement

A GREENPRINT FOR
BUILDING A CLEANER
MORE RESILIENT
ECONOMY
Policy action today for a better
world of energy tomorrow

DIVISION OF RESPONSIBILITIES

DIVISION OF
RESPONSIBILITIES
Defining Board responsibilities
The below role specifications set out the clear division of responsibility between executive and non-Executive members of the Board
which support the integrity of the Board’s operations.

Non-Executive
Chair

Independent non-Executive Directors

•

•

•
•
•
•
•

Leading the effective operation and
governance of the Board.
Setting agendas which support balanced
decision-making.
Ensuring effective Board relationships and
a culture that supports constructive debate.
Understanding key stakeholder views and
seeking assurance they have been considered.
Overseeing the annual Board evaluation and
identifying any actions required.
Leading initiatives to assess SSE’s culture and
ensuring the Board sets the correct tone.

•
•
•

•
•

Senior Independent Director1
•
•
•
•

Providing a sounding board for the Chair.
Leading the Chair’s performance evaluation.
Serving as an intermediary to other Directors
when necessary.
Being available to all stakeholders if they have
any concerns which require resolution.

•

•
•

Scrutinising, measuring and reviewing the
performance of management.
Constructively challenging and assisting
in the development of strategy.
Providing independent insight and support
based on relevant experience.
Reviewing Group financial information and
ensuring the System of Internal Control and
Risk Management Framework are appropriate
and effective.
Reviewing succession plans for the Board
and key members of senior management.
Monitoring actions to support inclusion and
diversity in line with Board and Group Policy.
Engaging with key stakeholders and feeding
back insights as to their views, including
employees in relation to culture.
Setting executive remuneration policy.
Serving on or chairing various Committees
of the Board.

Non-Executive Director for
Employee Engagement1
•

•

•

Developing, implementing and feeding
back on employee engagement initiatives
in conjunction with management; providing
an employee voice in the Boardroom.
Representing the Board in discussions
with employees and communicating
Board decisions on specific matters.
Engaging with officers of trade unions and
internal trade unions representatives on key
strategic issues affecting the workforce.

Executive
Chief Executive

Finance Director

Group Energy and Commercial Director

•

•
•

Deputising for the Chief Executive.
Proposing policy and actions to support
sound financial management and leading
on M&A transactions.
Leading the functions of: Finance;
Procurement and Logistics; Group Risk
and Audit; IT and Cyber Security; Investor
Relations and Company Secretarial; and
the General Counsel areas of responsibility.
Overseeing and reporting on SSE’s networks
businesses.
Overseeing SSE’s relationships with the
investment community.
Engaging with SSE’s six key stakeholder
groups and leading on related activity
in Scotland.

•

Advising and keeping the Board updated
on corporate governance developments.
Considering Board effectiveness in
conjunction with the Chair.

•

•

•

•

Proposing and directing the delivery of
strategy as agreed by the Board through
leadership of the Group Executive Committee.
Communicating and providing feedback
on the implementation of Board-agreed
policies, and their impact on behaviours and
culture, ensuring SSE operates in a way that is
consistent with its values.
Responsibility for the overall Group of
businesses and leading the functions of:
HR; Corporate Affairs and Strategy; and
Sustainability.
Engaging with SSE’s six key stakeholder
groups and leading on related activity
at EU and UK level.

•

•
•
•

•
•

•
•

Supporting the work of the Chief Executive
and Finance Director.
Leading SSE Renewables, SSE Thermal, EPM,
Customers and SSE Enterprise at Board level.
Driving growth and commercial market
risk activities for all of SSE’s non-networks
businesses at Group-level.
Leads executive relations with trade unions.
Engaging with SSE’s six key stakeholder
groups and leading on related activity in
Ireland and Northern Ireland.

Company Secretary
•
•

1

Compliance with Board procedures
and supporting the Chair.
Ensuring the Board has high quality
information, adequate time and the
appropriate resources.

•
•

•

Facilitating the Directors’ induction
programmes and assisting with professional
development.
Providing advice, services and support to
all Directors as and when required.

The responsibilities of Senior Independent Director and Non-Executive Director for Employee Engagement apply in addition to those of non-Executive Director.
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COMPOSITION, SUCCESSION AND EVALUATION

ASSESSING BOARD
EFFECTIVENESS
2020/21 Board and
Committee review
The Board monitors and improves
performance by reflecting on the continuing
effectiveness of its activities, the quality of its
decisions and by considering the individual
and collective contribution made by each
Board member. This is conducted annually
through formal performance evaluation,
which considers the work of the Board, its
Committees and the individual Directors.
The 2020/21 performance evaluation
was an internal process, facilitated by the
Company Secretary in consultation with
the Board and Board Committee Chairs.
This is ahead of an external evaluation in
2021/22, with the last external evaluation
conducted by Schneider Ross in 2018/19.
Overall, it was the collective view of the
Directors that the Board is effective in
discharging its responsibilities; operating

with an open and collegiate culture that
allows good challenge on key issues.
Non-Executive Directors’ insight and
experience is welcomed, with the correct
balance of work between the Board and
its Committees being achieved.
Details of the full areas of assessment
are set out below, alongside commentary
and actions for progression in 2021/22.
An overview of progress against areas
identified for 2020/21 is also provided.

Board Committees
The evaluation of Board Committee
performance confirmed that each
Committee remained effective in providing
Board support. Specific findings and the
agreement of actions was overseen by
each Committee Chair, with consideration
of the overall Board findings where
deemed relevant to the Committee’s work.
Progress will continue to be monitored and

assessed by each forum, with details set out
in the Reports across pages 120 to 165 .

Individual Director performance
Individual Director performance and
contribution was assessed through oneto-one meetings with the Chair. These
sessions allowed reflection on personal
development and discussion of matters
relevant to Boardroom culture and process.
The findings, in combination with individual
skills (see pages 98 to 101 and 121 ),
the time commitment and independence
assessments (see page 123 ), confirmed
that each Director continues to contribute
positively and effectively both within and
outside of Board meetings.

Chair performance
The performance of the Chair was evaluated
by the Senior Independent Director, with
feedback provided from non-Executive
Directors, Executive Directors and

Board and Committee evaluation cycle

2018/19

2019/20

External evaluation

Internal evaluation

Progress made on actions identified in 2019/20
Actions 2019/20

Update

Energy Markets Risk Committee (EMRC)
should continue as a Board Committee.
Agree further Board agenda time on
other risk areas.

•
•

Opportunities to further work on culture
including employee and trade unions
engagement should be considered.

•

Additional deep dives and discussion
time for certain topics relevant to the
Board’s work should be arranged.

Several deep dive sessions were arranged, including:
•
•
•
•

long-term energy price scenarios from SSE’s Energy Economics team;
the Customers Business Unit’s plans and customer context;
seabed leasing; and
hurdle rate analysis.

Consideration should be given to the use
of Board sessions for external guests and
additional non-Executive Director only time.

•

Two external sessions formed part of the strategy review work in 2020/21 with presentations
from Colin Mayer of Saïd Business School and Flint Global (see page 106 .)
Arranging further non-Executive Director only time has been postponed due to coronavirus
restrictions and normal non-Executive Director only meetings continue through a virtual
platform.

Additional stakeholder engagement
opportunities that complement business-led
engagement should be sought.

•

•

•

•
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The EMRC continued to operate in 2020/21 and will remain in place.
Group Risk matters continue to be monitored through the Group Executive Committee
and Board.
The new Group Energy and Commercial Director role includes responsibility for commercial
market risk activities for all of SSE’s non-network activities.
This was a major Board focus in 2020/21 and full details can be found on pages 112 to 116 .

Physical site visits have not been possible in 2020/21 due to coronavirus. However, SHEAC
members have undertaken virtual visits (see page 141 ) which included a dedicated feedback
meeting in October 2020. Site visits will resume when safe to do so, and in the interim, further
virtual visits are being arranged.
The breadth of employee engagement in 2020/21 is set out on pages 114 to 116 .

selected senior leaders. The output of this
performance review confirmed that Richard
Gillingwater provided strong leadership
to the Board in the year, particularly
with the challenge of the coronavirus
pandemic and the UK’s exit from the EU.
He was considered to drive a committed

and inclusive culture that encouraged
constructive debate, appropriate challenge
and diversity of views, and established a
positive and open tone that supported
discussion and the effective operation of
meetings. It was confirmed that he devoted
sufficient time to the role, and except for the

Provision surrounding tenure, in all respects
met the requirements of the Code. Sir John
Manzoni succeeded Richard Gillingwater
as Chair of the Board on 1 April 2021, with
further details of Chair succession on page
122 .

2020/21 Internal Board and Board Committee evaluation process
Stage 1. Evaluation design

Stage 2. Evaluation process

Stage 3. Discussion and actions

Questionnaires for the Board and its
Committees were developed by the
Company Secretary in consultation
with the Board and Committee Chairs.
Questions were set in consideration of
relevant recommendations from 2019/20,
in addition to best practice and revised
guidance such as the Code and Guidance
on Board Effectiveness.

Questionnaires were issued to Board
members and senior leaders who
regularly attend various Board Committee
meetings. Responses were collated
and draft reports which summarised
the findings and included proposed
recommendations for discussion, were
prepared by the Company Secretary.
These reports were reviewed by the
relevant Board or Committee Chairs
for feedback and comment.

The relevant report of findings was
presented at the corresponding Board
and Committee meetings between
January and March 2021. Through review
and discussion actions were agreed for
implementation and monitoring.

2020/21

2021/22

Internal evaluation

External evaluation

Areas of assessment and findings for the 2020/21 Board Evaluation
Areas of assessment

Commentary and actions

Board dynamics

The relationship between Board members remains appropriate, supporting: constructive challenge on key decisions;
equal participation from all Directors; and the proper resolution of issues in meetings.

Strategy

The level of Board involvement in strategy development is correct, with good and open discussion of strategic issues.

Engagement

Site visits, employee and other stakeholder engagement should remain areas of continued focus. Despite the impact
of coronavirus on the ability to meet in-person, the use of technology has been successful to maintain engagement,
notwithstanding, elements of physical engagement would be welcomed when possible.

Risk management
and internal control

The Board’s approach to the management of risk and to SSE’s System of Internal Control, including the delegated
Committee support, is deemed effective.

Board practice

Board practice is effective and papers and presentations are of a high quality. To improve the use of presenters’
allocated time, and with an increased focus on discussion, the Company Secretary has issued updated guidance
to presenters on meeting practice.
The deep dive subjects and external speakers in 2020/21 have been useful and important. Additional sessions
and discussion time for certain topics relevant to the Board’s work should be arranged for 2021/22.

Coronavirus impact

Meetings remained effective and despite the impact of the coronavirus pandemic worked well with the use
of technology.
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COMMITTEE REPORT

Dear Shareholder,
At the heart of every organisation are its
people and its culture; a matter that speaks
to the important role of the Nomination
Committee. The Committee sets the
framework for the development of an
inclusive and high-performing leadership
team and workforce now and for the future.
Reflecting on the Committee’s work at
Board-level during 2020/21, a stated focus
was identifying a successor to Richard
Gillingwater as Chair of the Board. This
was a formal and rigorous process which is
set out in detail on page 124 . Following
its completion, I joined the Board as a
non-Executive Director on 1 September
2020 and became Board and Nomination
Committee Chair on 1 April 2021.
Prior to this, the Board and Committee
welcomed Dame Angela Strank on
1 May 2020 following her recommended
appointment. On 30 September 2020 and
31 March 2021 respectively, Crawford Gillies
and Richard Gillingwater stepped down
from their respective roles, and I want to
extend our gratitude for their dedicated
service to SSE.
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I am delighted that Tony Cocker has
been appointed to the role of Senior
Independent Director in line with Board
succession plans, and we have reviewed
and updated committee membership in
light of the changes to the Board. Related
executive talent considerations included
the expansion in the role of the Group
Energy and Commercial Director, a position
which now has greater accountability
and oversight of commercial growth
opportunities and risk in SSE’s marketbased businesses. Through our annual
evaluation we further agreed to refresh
our non-Executive Director skills matrix
such that it fully reflects and aligns with
SSE’s purpose, vision and strategy. Once
complete, it will support our succession
planning efforts going forward.
With 2020 and 2021 set as the target years
for the achievement of Hampton-Alexander
and Parker Review ambitions, I am
pleased that we are in line with the stated
recommendations surrounding Board
gender and ethnic diversity. To signal our
commitment to enduring change, we have
taken steps to formalise our Board ethnicity
ambition with its inclusion in the Board’s
Inclusion and Diversity Policy.
The Board’s female representation has
increased year on year and now stands
at 40%, as we continue to work towards
a rolling three-year ambition of 33%. The
Composition Dashboard page 121  sets
out a number of our additional Board
diversity indicators.
The ongoing search for a new nonExecutive Director outlined on page 123 
will remain cognisant of our ambitions and
look to strengthen our diversity of skills,
knowledge and personal experiences.

Discussion surrounding future talent
pipelines has reflected on both the current
talent pool and the diversity they represent.
Since 2017, SSE’s inclusion strategy has
worked to deliver change in this area
and we recognise that further progress
is required. In conjunction with senior
leadership, we have agreed to increase
the Committee’s involvement across
separate talent and inclusion and diversity
workstreams where there are opportunities
to provide additional support. Further
details are provided page 127  and
will be a key focus in the year ahead.
I look forward to reporting on further
progress as we continue our work across
2021/22.

Sir John Manzoni
Chair of the Nomination Committee
25 May 2021

Board Composition Dashboard
BOARD GENDER BALANCE

7 (64%)

31 March
20211
31 March
2020
31 March
2019

Male
1

ROLLING THREE-YEAR FEMALE
REPRESENTATION (%)
33.0

4 (36%)

Target

7 (70%)

3 (30%)

31 March
2021

7 (70%)

3 (30%)

31 March
2020

Female

As at 25 May the female representation on the
Board is 40%, this follows the transition in the role
of Chair and stepping down of Richard Gillingwater.

BOARD INDEPENDENCE2

BOARD ETHNICITY2

29.91
28.52
29.63

31 March
2019

1
2
3

Comparable size of Board: 10.1 members
Comparable size of Board: 9.7 members
Comparable size of Board: 9.3 members

White British: 9

 Maori: 1

CHAIR AND NON-EXECUTIVE DIRECTOR TENURE2
Sir John Manzoni
Dame Sue Bruce
Tony Cocker
Peter Lynas
Helen Mahy
Melanie Smith
Dame Angela Strank
0

2

3

4

5
Years

6

7

Non-Executive Director tenure

Executive Directors: 3
 Independent non-Executive Directors: 6
Non-Executive Chair: 1
2

1

8

9

10

Chair tenure

Figures as at 25 May 2021

SKILLS MATRIX
Supporting SSE to be a leading energy
company in a net zero world

Skills and experience required

Non-Executive Directors

SSE’s Business Units face unique challenges through
their individual operating contexts. Understanding of
external trends is key for agreeing long-term direction.

•
•
•
•

Energy sector
Utilities regulation
Government and public policy
Net zero

Sir John Manzoni
Dame Sue Bruce
Tony Cocker
Helen Mahy
Dame Angela Strank

SSE has well-defined strategic priorities aligned with net
zero which require, amongst other things, understanding
of project development, asset construction and operation.

•
•
•
•

Strategy development
Low-carbon technologies
Large capital project management
Commercial and supply chain

Sir John Manzoni
Tony Cocker
Peter Lynas
Melanie Smith
Dame Angela Strank
Dame Sue Bruce

Creating value for shareholders and providing a stable
return on investment requires sustainable financing,
suitable corporate transactions and appropriate
growth opportunities.

•
•
•
•

Financial literacy
Capital markets
Project economics
Partnering

Sir John Manzoni
Tony Cocker
Peter Lynas
Melanie Smith

SSE is focused on responsible and ethical operations,
and being a Company that people want to work for and
with, and invest in.

•
•
•
•

Consumer and commercial
Stakeholder management
Wider social contract
Sustainability

Sir John Manzoni
Dame Sue Bruce
Tony Cocker
Peter Lynas
Helen Mahy
Melanie Smith
Dame Angela Strank

SSE’s diverse operations are supported by the skills of
its employees and contractors who are based within
in a wide range of working environments.

•
•
•
•
•

Safe working practices
Corporate culture
Organisational leadership
Employee wellbeing
People development

Sir John Manzoni
Dame Sue Bruce
Tony Cocker
Helen Mahy
Melanie Smith
Dame Angela Strank

SSE is a premium listed company with a group company
structure and is committed to the highest standards of
governance and compliance.

• Corporate governance
• Listed company compliance
• Risk management

Sir John Manzoni
Dame Sue Bruce
Peter Lynas
Helen Mahy
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Role of the Committee
The Nomination Committee provides dedicated focus to the following people-led matters. Where findings from the annual Board
evaluation process fall under one of these heads, it will integrate them into relevant considerations and supporting workstreams.
The full responsibilities of the Committee are set out in its Terms of Reference which are available on sse.com .
Board leadership

Board Committees

Through active consideration of SSE’s purpose, vision and strategy,
the Committee identifies the skills, knowledge and experience
required for effective leadership and long-term success. The
balance and representation of these competencies across the
Board is managed through succession planning, knowledge
development and targeted recruitment.
Talent pipeline

The Committee monitors the size, structure and composition
of the Board Committees to ensure they are able to provide the
necessary support, and possess the correct expertise to discharge
their role now, and going forward, in line with succession plans.

Inclusion and diversity

The Committee monitors the talent pipeline for senior leadership
and the initiatives to develop internal capability to support
succession. It engages in leadership programmes and receives
updates on external recruitment.

Under the Board’s Inclusion and Diversity Policy, the Committee
considers the range of perspectives and attributes across the
Board and senior leadership to ensure they remain appropriate to
SSE’s strategy and culture. It confirms ambitions to drive progress
and challenges areas where further work is required. Holistically,
it considers Group-wide inclusion and diversity strategy which
embeds SSE’s approach to valuing difference.

Committee membership and attendance
The membership of the Committee comprises the non-Executive Directors and the Chair of the Board, who is also Chair of the
Nomination Committee. The Company Secretary is Secretary, and where appropriate to do so, the Executive Directors attend meetings.
Biographical details of the Committee members can be found on pages 98 to 101 .

Committee evaluation
The annual evaluation process (see pages 118 to 119 ) confirmed the continued effective operation of the Committee.
The questionnaire-led process saw appraisal of the Committee’s operations and dynamics, and sought views on each of
its agreed focus areas, supporting information flows and oversight.
Evaluation
confirmed

• The membership of the Board and Board Committees delivers an appropriate balance of experience and
technical knowledge and is a position which continues to be monitored.
• Chair succession and appointment has been managed well under the prevailing coronavirus context and
associated guidelines and restrictions.
• Positive progress has been made in relation to talent and capability, and inclusion and diversity, however
further opportunities for Committee support should be identified.

Actions for
2021/22

• Non-Executive succession. Refresh the existing non-Executive Director skills matrix and review succession plans
for those Board members nearing the maximum recommended tenure.
• Executive succession and talent pipeline. Retain talent and capability as an action and continue to strengthen
dialogue and oversight of action plans, including leadership programmes for high-potential candidates.
• Inclusion and diversity. Recommend an increase in the Committee’s support and profile surrounding inclusion
and diversity (see page 127 ).

Meeting and focus
areas in 2020/21

Board leadership
Composition and succession

The Committee met seven times in
2020/21 with details of meeting attendance
on page 102 . The work carried out in
the year is detailed over the following
pages and is structured under each of the
Committee’s key areas of responsibility.

The composition of the Board is informed
by the Committee’s plans for orderly
succession within key Board and Committee
roles. This is supported by assessment
of the required Board skills, experience
and diversity in line with agreed strategy
and changes in SSE’s operating context.
The backdrop to these discussions is the
components of the Board Composition
Dashboard on page 121 , which are
subject to formal review each year.
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Succession planning and the review of
Board composition saw two new nonExecutive Directors join the Board in
2020/21. The appointment of Dame Angela
Strank commenced on 1 May 2020 with
details of the recruitment process set out in
SSE’s Annual Report 2020. The work which
supported the appointment of Sir John
Manzoni from 1 September 2020 is set out
on page 124 . Following the departure
of Richard Gillingwater on 31 March 2021,
Sir John Manzoni assumed the position of
Board Chair on 1 April 2021.

Crawford Gillies stepped down from the
Board on 30 September 2020 after five
years of service. This was followed by the
recommendation, in line with internal
succession plans, that Tony Cocker
become Senior Independent Director
from 1 October 2021.
Following Crawford’s departure, the
Committee considered the requirement
for additional Board recruitment to
preserve the diversity and breadth of
Board and Committee skills and attributes.
Spencer Stuart1 has been engaged to
support a prospective search against an
initial set of objective criteria, which centre
on depth of understanding of Scottish
politics and business environments,
and strong commercial experience.
An expanded remit for the Energy Director
was further considered and recommended
to the Board for approval. From 1 November
2020 Martin Pibworth assumed the role of
Group Energy and Commercial Director,
through which he now has additional
responsibility for: commercial and
associated risk management activities
for all of SSE’s non-networks businesses;
SSE Enterprise which comprises distributed
energy including solar and storage; and
accountability for identifying and delivering
on growth opportunities across all of SSE’s
market businesses.

Time commitment
The expected time commitment of the
Chair and non-Executive Directors is
agreed and set out in writing in the Letter
of Appointment to the position, at which
point the existing external demands on an
individual’s time are assessed to confirm
their capacity to take on the role. Further
appointments which could impair the
ability to meet these arrangements can
only be accepted following approval of
the Board. The taking on of any external
appointments by an Executive Director is
also subject to Board consent. Changes
to key external Board appointments in
2020/21 are set out on page 98 .

Director re-appointment
All non-Executive Directors undertake a
fixed term of three years subject to annual
re-election by shareholders. The fixed
term can be extended, and consistent with
best practice, would not go beyond nine
years unless exceptional circumstances
were deemed to exist. The Committee
considered and recommended a further
three-year extension to the tenure of
Peter Lynas and Tony Cocker representing
a third and second term in each case.

This decision was supported by the
continuing independence, experience
and contribution that each Director
continues to bring to both the Board
and its Committees (see pages 99 to 100,
118 and below ).

Conflicts of interest
and independence
Each Director has a duty to disclose
any actual or potential conflict of
interest situations, as defined by law, for
consideration and approval if appropriate
by the Board. This requirement is supported
by an annual conflicts authorisation
process, where the Committee reviews
SSE’s Conflicts of Interest Register and
seeks confirmation from each Director of
any changes or updates to their position.
The above process informs the
simultaneous assessment of a nonExecutive Director’s independence, as
following the absence of any conflict,
the Committee reflects upon the outcome
of each individual Director’s performance
evaluation (see page 118 ) and the
circumstances set out in the Code which
could compromise an individual’s position.
Following review in 2020/21, and to the
exclusion of the interested Director in
each case, the Committee recommended
and the Board confirmed: updates to the
Conflicts of Interest Register; the continuing
independence and objective judgement
of each non-Executive Director; and the
overall independence of the Board in line
with the recommendations of the Code.
Additional safeguards to support Director
independence of thought and judgement
are:
• Meetings between the Chair and the
non-Executive Directors, individually
and collectively, without the Executive
Directors present. These are used to
discuss areas relevant to the operation
and performance of the Board and the
SSE Group. Two meetings were held in
2020/21 with no areas of concern raised.
• Separate and clearly defined roles
for the Chair, as head of the Board,
and the Chief Executive, as head of
executive management. This division of
responsibility is supported by a degree
of contact outside Board meetings to
ensure an effective ongoing dialogue
and channel for the timely escalation
of external or internal developments.

Knowledge development
and training
Any Director can request further
information to support the fulfilment of
their individual duties or collective Board
role. The arrangements are overseen
by the Company Secretary and can be
internally or externally facilitated, with
sessions typically originating from technical
Board discussions, an identified training
opportunity or area of general interest
which relates to the SSE Group. Sessions
in 2020/21 included:
• supplementary deep dives and external
guest speakers on strategic matters (see
pages 106 and 118 ); and
• virtual one-to-one meetings with senior
leaders covering: business priorities;
safety culture and performance,
including the impact of coronavirus;
digital; Group Risk; energy markets; and
large capital project governance.
Further sessions for 2021/22 were agreed
through the annual Board evaluation.
Through SSE’s mandatory training
programme all Directors are requested
to refresh their understanding of current
obligations and recent developments in
areas pertinent to their role. These modules
address, among other matters: the legal
duties of a Director; competition law; antimoney laundering and financial sanctions;
GDPR; and inclusion and diversity.
To remain abreast of, and connected to,
broader societal trends, expectations and
issues, the Directors are encouraged to
participate in seminars and events hosted
by external organisations. Discussion
with peers, other sectors and individuals
in different professional and personal
situations develops broader perspectives
and insights, which can translate into
different thinking styles and new debate
within Board discussions.
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BOARD PRINCIPAL DECISION
APPOINTMENT OF THE CHAIR OF THE BOARD

Key

Build

Operate

Invest

Develop

Background

The Nomination Committee confirmed in 2019/20, that work had been initiated with the support of Sam Allen
Associates (SAA)1, to identify a suitable candidate who would succeed Richard Gillingwater as Chair of the Board.
This was conducted in line with the previously disclosed time limited extension in Chair tenure which would end no
later than 31 March 2021. Peter Lynas was nominated as the non-Executive Director to lead the process, with Richard
Gillingwater abstaining from involvement to preserve the objectivity of considerations.

Board discussion

The Nomination Committee managed the search as set out below and provided standing updates to all independent
Board members at each stage.

Nomination
Committee
process

Stage 1. A detailed candidate specification was agreed, setting out the key responsibilities, experience and personal
qualities required for the position of Chair. This included specific attributes which aligned with SSE’s long-term
direction and culture.
Stage 2. SAA identified a candidate longlist which was mapped against the role profile and a core skills matrix
comprising Chair, public listed company (FTSE 100 or FTSE 250) and regulatory experience. The candidates with
the strongest fit were reviewed by the Committee and progressed to the next stage.
SAA LONGLIST GENDER DIVERSITY

Male (72%)

Female (28%)

Stage 3. Discussions between SAA and candidates confirmed time capacity, interest in the role and potential conflicts
to deliver a shortlist who would meet with members of the Committee.
SAA SHORTLIST GENDER DIVERSITY

Male (60%)

Female (40%)

Stage 4. Face-to-face interviews took place between the shortlist and each member of an appointed sub-Committee.
Preferred candidates were nominated to meet the full complement of independent Board members.
Stage 5. A final evaluation which included a benchmarking exercise against the candidate specification, core skills
matrix and specific personal qualities which the Committee wished to preserve covered the broader considerations
set out below.
Board and
Nomination
Committee
stakeholder
considerations
and impacts

• Supporting SSE’s long-term success. With the Chair instrumental in directing the development and delivery
of SSE’s strategy; fit and enthusiasm for SSE’s purpose and vision and strategy, including its business goals and
sustainability ethos was key.
• Leading the Board and culture. An individual with the ability to create the conditions for overall effectiveness
within and outside Board meetings was a priority. This would require constructive relations with Directors and
senior leadership, and was considered a prerequisite to promoting a cohesive culture that respects and supports
the needs of all employees.
• Professional experience. In order to support high standards of corporate governance and business ethics,
demonstrable experience of working at an appropriate level within a listed business of a similar scale and
complexity as SSE was requested.
• Understanding stakeholders. As a lead ambassador for the Group, strong communication skills to further SSE’s
approach to stakeholder engagement was mandatory, alongside a commitment to engage personally where
appropriate. Complementary to this, was an understanding of how SSE creates financial and non-financial value.

Outcome, next
steps and related
decisions

The Nomination Committee confirmed that Sir John Manzoni possessed the desired capabilities and experience,
and would bring sound leadership to the Board and SSE Group. The Board approved the recommendation that he
be deemed independent on appointment and take on the role of non-Executive Director from 1 September 2020
prior to becoming Chair of the Board from 1 April 2021. Full biographical details are set out on page 98  and details
of the Board induction programme are on page 125 .
Strategic link:

1

Link to Principal Risk:
People and culture

Sam Allen Associates and Spencer Stuart have no other connection with the Company or the individual Directors.
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See also:
Pages 4 to 5 and 96 to 97 .

Director induction
Following appointment, all Directors
receive a comprehensive and tailored
induction programme. This is designed
through discussion with the Chair and the
Company Secretary and considers existing
expertise and any prospective Board or
Board Committee roles.
Sir John Manzoni
Due to the nature of the Chair role and the
restrictions placed on physical meetings,
the substantive programme agreed for Sir
John Manzoni was initially phased over six
months and delivered virtually. When safe
to do so, a plan for physical meetings and
operational site visits will be put in place.
The formal element of the programme
comprised the engagements set out below.
These were structured to provide the
information needed to engage in Board
meetings upon appointment and then

further develop the oversight required
as Chair thereafter. Informal follow-up
sessions were arranged where requested,
in order to connect with and get to know
senior leaders including their management
areas and current focus. Time was also
spent with Richard Gillingwater as part
of the role transition to gain additional
perspectives from his time as Chair.
Dame Angela Strank
Throughout 2020/21, Dame Angela Strank
continued to engage in the induction
programme set out in the Annual Report
2020.

Board Committees
The composition of SSE’s Board
Committees is designed around the
following principles: to ensure alignment
between skillset and specific Committee
responsibilities; to prevent undue reliance
on the capacity of any Director; and to

comply with recognised guidance including
the Code. Changes are recommended
following directorate appointments and
succession, or in response to formal review.
In the year, the Board approved
recommendations resulting in the below
changes.
• Sir John Manzoni joined the Nomination
Committee as of 1 September 2020; the
Remuneration Committee and SHEAC
from 1 October 2020; and the EMRC on
1 April 2021. He became Chair of the
Nomination Committee on 1 April 2021.
• Dame Angela Strank joined the
Remuneration Committee on 1 October
2020.
• Melanie Smith joined the EMRC on
1 October 2020 and stepped down
from the SHEAC on 1 April 2021.
• Chris Burchell, MD SSEN Distribution,
joined the SHEAC on 29 January 2021.

Sir John Manzoni induction programme
Areas covered

Delivered by

To aid strategic discussion
• SSE’s purpose and net zero, the status of ongoing strategic priorities
and agreed next steps, SSE’s Business Unit mix and the backdrop
informing SSE’s long-term view.
• Separate introductions to SSE’s core and complementary
Business Units.

Chief Executive
Group Strategy
MD of each Business Unit

To allow appraisal of financial performance and risk
• Group financial position, liquidity, funding and investment strategy.
• View from the investment community.
• The role of the External Auditor in assurance.

Finance Director
Senior Finance leaders
SSE’s Brokers
External Auditor

To inform corporate governance and stewardship
• Hallmarks of SSE’s Governance Framework, Board and Committee
operations and shareholder perspectives.
• SSE’s key stakeholder groups, engagement strategy and sustainability
and ESG approach including agreed goals and accreditations.

Group Company Secretary and Director of Investor Relations
Chief Sustainability Officer

To understand sectoral trends
• Decarbonisation of the sector, energy markets and long-term pricing,
the role of carbon, SSE’s asset portfolio and approach to hedging.
• The operating context, horizon scanning, advocacy priorities and
corporate communications.

Group Energy and Commercial Director
Energy Economics Team
Group Corporate Affairs

To allow assessment of SSE’s risk profile
• Applicable legal and regulatory frameworks relevant to the listed
context and each of SSE’s Business Units, and the role of internal
compliance and assurance functions.
• Management of current and emerging Group Principal Risks.
• IT and information security.

General Counsel
SSE’s Legal Advisors
Director of Regulation
Group Risk
Group Chief Information Officer

To introduce culture
• People priorities including latest employee views and the approach to
remuneration and reward.
• Safety, health and environment values and targets.

Director of HR
Group Safety, Health and Environment Manager
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Talent capability, development
and future ways of working
Group HR works with the Committee in
proposing strategy to support succession
within senior leadership roles and the
development of talent to build capability for
the future. Talent development is an area
which has continued to progress following
the implementation of SSE’s seven Business
Units, whereby an increase in the number
of senior roles has supported broader
development of critical leadership skills.
The latest position was considered through
annual review of the progression plans
and contingency arrangements for: the
Executive Directors; the Group Executive
Committee; and MD-level positions.
In line with SSE’s strategy and the review of
changes in the operating context, a suite of
new capabilities has been further identified
and prioritised. Options for developing
these include mobilisation of the current
talent pool and external recruitment.
This builds upon the work which has seen
external hires fulfil a significant proportion
of senior roles in the last 12 months.
Through constructive discussion of the
anticipated investment and timeline for
continued delivery of capability, a formal

plan to allow reporting and measuring
of progress is under development for
Committee review.
Committee oversight of the engagement
in, and impact of, core talent programmes
has continued, despite the inability to
attend supporting events in person
following a necessary move to a virtual
training environment. Notwithstanding,
engagement with future leaders has been
facilitated virtually through presentations
at Board meetings, and business-led
sessions and conferences which the
Directors have attended. The open twoway dialogue between the Board and all
levels of the organisation is seen as a key
tool for observing and informally coaching
emerging talent. See pages 114 to 116  for
the approach to employee engagement.
As the UK and Ireland look to move out of
the coronavirus pandemic, consideration
is being given to the ways in which SSE
can continue to build on its flexible
working approach and retain and attract
talent. Specific focus will be provided to
performance enablement and the tools
required under any agreed future ways
of working scenario.

Inclusion and diversity
SSE’s Group-wide approach to inclusion
and diversity is explained across pages 49
to 50 , with the role of the Committee
being to confirm the adequacy of plans,
targets and progress, and to consider
insights and findings from the initiatives
which are in place.

Board Inclusion and
Diversity Policy
The Board operates under a standalone
inclusion and diversity policy, the objective
of which is to ensure that Board membership
remains appropriately balanced and relevant
to SSE’s purpose, strategy and values. As
highlighted below, it sets out measures
that the Committee and Board will take
in order to achieve this. During the year,
the Committee reviewed and confirmed
the Policy’s ongoing application within
the context of its work. The Policy can be
viewed in full on sse.com .

Board Inclusion and Diversity Policy measures, implementation and progress
Policy measures

Identify the needs of the Board and its
Committees, and in doing so consider the
balance of: skills; knowledge; perspectives;
experience; gender; ethnicity; and length
of membership.
Adopt a formal, rigorous, transparent and
inclusive Director appointment process.

Implementation and progress

See page 122  Composition and succession and page 124  Appointment of Chair of
the Board.

Recruit based on an objective and
shared understanding of merit, with due
consideration of any agreed criteria such
as SSE’s needs.
Work with executive search firms that are
best placed to deliver a diverse pool of
candidates aligned to the Board’s needs.

SSE’s Board Inclusion and Diversity Policy is a key input into the selection of external
recruitment firms and the methodology and principles they go on to apply. The
Committee will stipulate where diversity criteria forms a primary objective of a search
process, and as a minimum sets expectations surrounding the diversity of candidate
pools. To support transparency, details will be reported where possible for each
recruitment process carried out, however GDPR-based limitations continue to exist.
In line with Board Policy, Sam Allen Associates and Spencer Stuart, both of whom were
engaged in the year, are accredited for the FTSE 350 category under the standard and
enhanced voluntary code of conduct for Executive search firms respectively.

Nurture an inclusive Board and Committee
culture.

See page 112  Focusing on culture and page 118  Assessing Board effectiveness.

Oversee work to promote and progress
inclusion and diversity within the
talent pipeline.
Support diversity through relevant initiatives
and ambitions where appropriate.
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See page 127  Ambitions and initiatives.

Ambitions and initiatives
Board ambitions. The Board has agreed
ambitions surrounding its own gender
and ethnicity which are used to monitor
progress and inform the Committee’s
approach to succession planning and
Board appointments. These are to maintain
a level of female membership of at least
33% over a rolling three year period
and to have at least one Board member
who represents an ethnic minority. It is
recognised that ambitions are sensitive to
changes in both the size and composition
of the Board, and the Committee’s aim is to
maintain an enduring position which drives
change and achieves a Board that remains
balanced over time. The diversity of the
Board is set out on page 121 .

Senior leadership ambitions. The
Committee supports the HamptonAlexander recommendations to improve
gender diversity across the Group Executive
Committee and its direct reports. Aligning
with SSE’s strategy centred on accountable
Business Units, and to allow clearer tracking
of diversity within the talent pipeline, further
self-led ambitions supplement this position.
These measures look at the diversity of the
Group Executive Committee and its subCommittees and the gender split of roles
earning in excess of £70k. Progress against
these ambitions and the gender split of
senior leadership is reported on page 49 .

BOARD PRINCIPAL DECISION
FOCUS ON INCLUSION AND DIVERSITY

Supporting initiatives. Comprehensive
updates in the year covered the evolution
of SSE’s inclusion and diversity approach
and the factors influencing the choice of
targeted initiatives. Diversity scorecards
detailed the split of diversity criteria
including gender, ethnicity and disability
within recruitment processes for
apprentices through to senior leaders,
and also across the overall employee,
new entrant and leaver populations. This
was accompanied by completion rates
of training interventions and employee
feedback on inclusion. Full details of the
underlying strategic approach and progress
are set out on pages 49 to 50 .

Key

Build

Operate

Invest

Develop

Background

The Nomination Committee provides focus to the workstreams which form part of an enduring strategy to be more
inclusive to difference and in turn increase diversity across the Group. Further consideration was given in 2020/21 as
to how the Nomination Committee and Board could further promote and support progress in this area, including
across the identified talent pipelines.

Board and
Nomination
Committee
discussion

The targeted action needed to increase gender, ethnic minority and disability workforce representation in the
energy sector is well understood by the Nomination Committee and senior leadership. However limitations
exist to understanding the true picture and therefore also the ability to report transparently surrounding progress,
with a contributor being the need for diversity data to be provided voluntarily by individuals due to its protected
characteristic. Employee sentiment is easier to read and inclusive practices and behaviours can nonetheless be
embedded. Through the annual evaluation process and a review of diversity progress, the Nomination Committee
expressed a want for increased involvement in reinforcing the prime importance of inclusion and diversity to SSE,
and its commitment to enact change.

Board and
Nomination
Committee
stakeholder
considerations
and impacts

• Supporting employees. Providing an inclusive and diverse workplace is a material issue to employees and the
Board strives to ensure that appropriate actions are in place to deliver equal opportunities and a fair working
environment for everyone in SSE.
• Sustainable practices. A diverse workforce means there is breadth of difference, a matter that supports SSE’s
ability to better reflect the customers it serves and the stakeholders it depends on to achieve its business
objectives. This includes its 2030 business goal based on providing decent work and providing economic growth.
• A just transition. The energy transition provides an opportunity to actively deliver a diverse mix of people from
every kind of background working in the sector, and supports development of an inclusive working environment
where they can thrive. This greater diversity, at all levels, is key to forming the pathway to net zero, with different
views bringing broader debate, improved decisions and ultimately better business.

Outcome, next
steps and related
decisions

The Board confirmed that the profile of, and focus provided by the Nomination Committee to people matters should
be raised. This was to ensure the cultural importance of inclusion and diversity was apparent to and understood by
colleagues and prospective new entrants. A supporting plan setting out current and future priority areas would be
developed by Group HR, with opportunities for Board and Nomination Committee support identified.
Strategic link:

Link to Principal Risk:
People and culture

See also:
Pages 49 to 50 .
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AUDIT, RISK AND INTERNAL CONTROL

AUDIT
COMMITTEE REPORT

Dear Shareholder,
On behalf of the Board, I am pleased to
present the Audit Committee Report for the
financial year ending 31 March 2021. This
report is intended to provide shareholders
with an insight into key areas considered,
together with how the Audit Committee has
discharged its responsibilities and provided
assurance on the integrity of the 2020/21
Annual Report and Financial Statements.
The coronavirus created an abrupt shift to
working from home with almost all within
Finance having now worked from home
for over a year. The same has been true for

many organisations, including our External
Auditor, EY. This has meant that the
financial reporting and audit process has
had to adapt. Last year we decided to defer
the Full-Year Results announcement by one
month to give the Finance teams and the
External Auditor adequate time to ensure
that a robust audit process was delivered.
Following completion of the audit for
2019/20 and using the feedback obtained
from the review of the effectiveness of
external audit process, EY held a series
of de-brief sessions with senior Finance
management across the Group to agree
a package of measures to enhance the
working relationship and drive efficiency
in the audit process. At its meeting in
September, the Committee assessed the
potential impact of the pandemic on the
financial reporting and audit timetable
for 2020/21 and agreed to build a further
week into the process for both the half year
review and full year audit to help mitigate
potential delivery delays. I received regular
updates from the Finance Director and the
Lead Audit Partner to ensure progress was
tracking to plan and issues were being dealt
with in a timely manner. I’m pleased to
report that a robust audit process has
again been delivered remotely.

During the year, the Committee was briefed
on the status of regulatory change so as to
assess the likely impact this may have on
the future work of the Audit Committee
and to enable areas of focus to be planned
accordingly. In anticipation of significant
change, the Committee stood up a project
team in 2020 to assess the anticipated
introduction of a UK SOX style framework for
the financial reporting control environment.
Planning to ensure SSE is prepared for
the output of the audit and corporate
governance consultation and developing
an assurance framework for reporting on
climate related risks and opportunities will
be key areas of focus for the year ahead.
I hope that you find this Report informative
and take assurance from the work
undertaken by the Committee during
the year.

Peter Lynas
Chair of the Audit Committee
25 May 2021

Role of the Committee
The Committee’s role is to support the Board in relation to the responsibilities set out below. The Committee’s Terms of Reference are
regularly reviewed and updated as required and are available on sse.com .
Financial reporting
• Review the integrity of the interim and annual Financial
Statements.
• Review the appropriateness of accounting policies and practices.
• Review the significant financial judgements and estimates
considered in relation to the Financial Statements, including
how each was addressed.
• Review the content of the Annual Report and Accounts and
advise the Board on whether taken as a whole, it is fair, balanced
and understandable.
Internal audit
• Review and approve the Internal Audit Plan and monitor its
implementation.
• Review and monitor the effectiveness of the Internal Audit
function, including the adequacy of the overall Internal
Audit resource.
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External audit
• Review and monitor the objectivity and independence of the
External Auditor, including the policy to govern the provision
of Non-Audit Services.
• Review and monitor the effectiveness of the external audit process
and the ongoing relationship with the External Auditor.
• Review and make recommendations to the Board on the
tendering of the external audit contract, and the appointment,
remuneration and terms of engagement of the External Auditor.

Internal control and risk management
• Review and monitor the effectiveness of the management
of risk and overall System of Internal Control.
• Review the framework and analysis to support both the
Going Concern and the long-term Viability Statement.

Committee membership
and attendance
The composition of the Committee is
compliant with the Code and currently
comprises three independent nonExecutive Directors as Committee
members. Crawford Gillies stepped down
from the Board on 30 September 2020
and ceased to be a member of the Audit
Committee. Peter Lynas has chaired the
Committee since 2014 and is considered
by the Board to have recent and relevant
financial experience. He was Group Finance
Director of BAE Systems plc until 31 March

2020 and is a Fellow of the Chartered
Association of Certified Accountants. The
Board considers the Audit Committee as
a whole has competence relevant to the
sector, with two members having had
significant executive roles in the energy
sector, and all members possessing an
appropriate level of experience in corporate
financial matters. Biographical details of
the Audit Committee members can be
found on pages 98 to 101  and details of
meeting attendance are set out on page
102 .

The Committee meetings are routinely
attended by: the Chair of the Board;
the Finance Director; the Director of
Group Risk and Audit; Partners from
the External Auditor; and the Deputy
Company Secretary (who is Secretary
to the Committee). The Committee also
invites other senior finance and business
managers to attend certain meetings to
gain a deeper level of insight on particular
items of business. The Committee meets
with the External Auditor privately at least
twice each year in line with the financial
reporting calendar and also with the
Director of Group Risk and Audit.

Committee evaluation
The actions identified from the evaluation of the Audit Committee in 2019/20 covering the level of resource in SSE’s Finance teams,
the working relationship with External Auditor and culture temperature checks of the risk management and internal control at
Business Unit level were monitored through to completion. The evaluation of the Audit Committee during 2020/21 was facilitated
by an internally-led questionnaire, in addition to a self-assessment against best practice which was carried out by the Chair and
Committee Secretary. The output of both the evaluation and self-assessment was considered at the Committee meeting in
February 2021, and an update was provided to the next Board meeting. The Board confirmed the effective operation of the
Audit Committee in discharging its responsibilities.
Evaluation
themes in
2020/21

• Meetings have been held virtually during the year as a result of the coronavirus restrictions and they continued
to be effectively chaired with a good level of challenge and debate on the key issues.
• The relationship between the Audit Committee and Internal Audit, Group Risk, Finance and Company Secretarial
was recognised as being open and constructive. In response to feedback from the previous evaluation, the
bench strength in Finance and Internal Audit has improved during the year with two senior appointments,
both of whom regularly attend Committee meetings.
• The actions from the post audit de-brief sessions held between the External Auditor and management has
helped to enhance the efficiency of the audit process and strengthen the audit relationship.
• The External Auditor have continued to provide fresh perspective and rigorous challenge to the management
team and the deliberations of the Audit Committee.

Actions to
progress
during
2021/22

• Whilst the membership of the Committee remains compliant with the Code, a recommendation was made to
the Nomination Committee and Board to consider the appointment of a new member of the Audit Committee
with recent and relevant financial/accounting experience following the departure of Crawford Gillies.
• Other members of the Finance team will be invited to attend certain future meetings to give the Committee
greater visibility on talent and succession.
• In the absence of physical meetings, a debrief session will be scheduled following any future virtually held
Committee meetings to provide a further opportunity for the members to share reflections.
• The Committee requested a review of the overall assurance model covering audit, compliance and assurance
and would consider the development of an Audit and Assurance Policy.

Meetings and focus
areas in 2020/21
The Committee met on five occasions
during the year and has met once since
the end of the financial year. All meetings
were held virtually in advance of the
Board meeting to allow the Committee
Chair to provide a report on the key
matters discussed and consider any
recommendations. A forward plan of
agenda items informs the business
considered at each meeting and is
regularly reviewed and updated to reflect
areas identified for additional focus. The
practice of effective governance and
quality reporting underpin all aspects
of the work of the Committee.

In addition to the scheduled meetings, the
Committee Chair meets separately with
the Finance Director, Director of Group
Risk and Audit and the External Auditor
to ensure the work of the Committee
is focused on key and emerging issues.
Before each meeting, the Committee
Chair meets with the Finance Director
and External Auditor to ensure there is
a shared understanding of the key issues
to be discussed.
An additional meeting in June 2020 was
held primarily to consider the Preliminary
Results following SSE’s decision to move
the publication date from 20 May 2020 to
17 June 2020. The decision to change the
publication date followed a review of the
practical impacts on the audit process as a

result of the coronavirus pandemic.
The Committee, in consultation with the
External Auditor, concluded in line with
FCA guidance that it would take longer to
prepare and audit SSE’s Financial Statements
for 2019/20 and that postponement to the
publication date was in the best interests of
the Company and its stakeholders.
The Committee considered the coronavirus
impact on the half year review to
30 September 2020 and audit for the full
year to 31 March 2021. In consultation
with both management and the External
Auditor, the Committee agreed to include
an extra week in the half year and full year
timetable to reflect the change to working
practices and to ensure there was sufficient
time for the audit process to be completed.
SSE plc Annual Report 2021
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Key matters considered during the year
Audit Committee meeting held on 18 May 2020
Financial
reporting

• Reviewed a report on the Group’s tax position covering adjusted underlying tax rate, areas of potential tax
exposure and provisioning, Fair Tax Mark accreditation, and priorities for the coming year.

External audit

• Received an update on the external audit process.

Internal audit

• Received an update on delivery of the 2019/20 Internal Audit Plan, progress with the 2020/21 Internal Audit Plan
and the initial scope of a three-year Internal Audit Plan.
• Reviewed and confirmed the effectiveness of the Internal Audit function.

Internal
control and risk
management

• Reviewed the effectiveness of the System of Internal Control prior to Board approval.
• Considered audit reports on cyber security threats in regard to Operational IT and subsequently requested
enhanced reporting to the Board.

Audit Committee meeting held on 15 June 2020
Financial
reporting

• Considered the appropriateness of the accounting in relation to the significant financial judgements, estimates
and exceptional items in 2019/20.
• Considered those items highlighted by the External Auditor as requiring prior year adjustment.
• Considered the impact of coronavirus on the Financial Statements for 2019/20.
• Reviewed the Preliminary Results and 2020 Annual Report, including alternative performance measures, Viability
Statement and going concern prior to Board approval.
• Reviewed letters of representation issued to the External Auditor prior to Board approval.

External audit

• Considered the accounting, financial control and audit issues from the External Auditor’s report on the 2019/20
audit.
• Reviewed the effectiveness of the external audit process using an enhanced framework.
• Reviewed the independence and objectivity of the External Auditor, including the level of non-audit fees.

Internal audit

• Reviewed a gap analysis of the Internal Audit function against the Internal Audit Code of Practice.

Internal
control and risk
management

• Reviewed Treasury operations, including the funding plan, liquidity, going concern, hedging and credit ratings and
approved a range of treasury related transactions.
• Reviewed the analysis to support the Viability Statement prior to Board approval.
• Approved the narrative of the 2019/20 Audit Committee Report and Principal Risk related disclosures.

Governance

• Received a report on the disclosure of information to the External Auditor.

Audit Committee meeting held on 16 September 2020
Financial
reporting

• Received a progress update on the work being carried out as part of the Making Tax Digital agenda.

External audit

• Reviewed the external audit strategy, including the coronavirus impact on the audit approach, significant risks and
areas of audit focus, scope and materiality for 2020/21 and agreed the external audit engagement and audit fee for
2020/21.
• Considered the safeguards relating to the integrity, objectivity and independence of the External Auditor, including
the level of non-audit fees and any new non-audit engagements.
• Received an update on key regulatory developments likely to have an impact on the work of the Committee.

Internal audit

• Received an update on the work undertaken by Internal Audit, including progress with the 2020/21 Internal Audit
Plan, significant findings and audit actions.

Internal
control and risk
management

• Received an update on the work undertaken by Group Compliance, including resource and progress with the
compliance review programme and resulting actions.
• Received an update on the project to enhance the accessibility and coverage of the Group Financial Polices
Manual.
• Approved the initial design and scope of a project to develop a SOX-lite framework in line with expected
regulatory developments in this area.
• Received an update on the cultural aspects of the risk management and internal control framework within the SSE
Enterprise Business Unit, and noted the progress achieved during the last three years.
• Received an update on Cyber Risk and Information Security audit actions and approved a reporting framework for
further updates covering Information and Operational Technology.

Governance

• Reviewed a roadmap of all the governance related activity carried out during the year to support the work of the
Audit Committee.
• Considered the status of audit reform and other related governance developments.
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Audit Committee meeting held on 16 November 2020
Financial
reporting

• Considered the key accounting judgements applied in the preparation of the Interim Financial Results.
• Reviewed letters of representation issued to the External Auditor prior to Board approval.

External audit

• Considered the accounting, financial control and audit issues from the External Auditor’s report on the 2020/21
half year review.
• Reviewed the independence and objectivity of the External Auditor, including the level of non-audit fees.
• Received an update on progress with the audit plan and approved refinements to the audit strategy for 2020/21.

Internal audit

• Received an update on the work undertaken by Internal Audit, including audit resource, progress with the 2020/21
Internal Audit Plan, significant findings and audit actions, in addition to areas of focus included in the three-year
Internal Audit Plan.

Internal
control and risk
management

• Reviewed Treasury operations, including the funding plan, liquidity, going concern, hedging and credit ratings and
approved a range of treasury related transactions.
• Received an update on progress with the Group Risk programme covering the assessment of Principal Risks and
assurance frameworks to assess the effectiveness of the System of Internal Control.
• Received an update on Cyber Risk and Information Security across the Group and Operational Technology in the
SSEN Distribution Business Unit.

Governance

• Approved the Committee business planner and areas of focus for 2021.

Audit Committee meeting held on 24 February 2021
External audit

• Considered the findings from the External Auditor’s controls report and reviewed progress on delivery of the audit
strategy.
• Reviewed the independence and objectivity of the External Auditor, including the level of non-audit fees.

Internal audit

• Received an update on the work undertaken by Internal Audit, including progress with the 2020/21 Internal Audit
Plan, significant findings and audit actions and approved the 2021/22 Internal Audit Plan.

Internal
control and risk
management

• Received an update on the work undertaken by Group Compliance, including resource and progress with the
compliance review programme and resulting actions.
• Received an update on Group-level fraud risks, corruption and anti-financial crime governance.
• Considered scenarios aligned to the Group’s Principal Risks to stress test the viability assessment.
• Received an update on progress with the pilot project to assess the development of a SOX framework.

Governance

• Considered a governance update covering: the output of the evaluation of the performance of the Audit
Committee; proposals on the evaluation of the External Auditor, audit process and Internal Audit; reporting
themes for the 2021 Audit Committee Report; and an update on the status of audit reform.
• Received a report on the qualifying companies in the Group required to publish reports on their payment
practices, policies and payments, and sought assurances that improvement plans were in place for the qualifying
companies not meeting the Prompt Payment Code requirements.

Audit Committee meeting held on 21 May 2021
Financial
reporting

• Considered the appropriateness of the accounting in relation to the significant financial judgements, estimates
and exceptional items in 2020/21.
• Considered those items highlighted by the External Auditor as requiring prior year adjustment.
• Reviewed the Preliminary Results and 2021 Annual Report, including alternative performance measures, Viability
Statement and going concern prior to Board approval.
• Reviewed letters of representation issued to the External Auditor prior to Board approval.
• Reviewed a report on the Group’s tax position covering adjusted underlying tax rate, areas of potential tax
exposure and provisioning, Fair Tax Mark accreditation, and priorities for the coming year.

External audit

• Considered the accounting, financial control and audit issues from the External Auditor’s report on the 2020/21
audit.
• Reviewed the effectiveness of the External Auditor and audit process.
• Reviewed the independence and objectivity of the External Auditor, including the level of non-audit fees.

Internal audit

• Received an update on delivery of the 2020/21 Internal Audit Plan, progress with the 2021/22 Internal Audit Plan
and approved the three-year Internal Audit Plan.
• Reviewed and confirmed the effectiveness of the Internal Audit function.

Internal
control and risk
management

• Reviewed the effectiveness of the System of Internal Control prior to Board approval.
• Reviewed Treasury operations, including the funding plan, liquidity, going concern, hedging and credit ratings and
approved a range of treasury related transactions.
• Reviewed the analysis to support the Viability Statement prior to Board approval.
• Received an update on progress with the pilot project to assess the development of a UK SOX style framework.

Governance

• Approved the narrative of the 2020/21 Audit Committee Report and Principal Risk related disclosures.
• Received a report on the disclosure of information to the External Auditor.
• Considered an update on the BEIS audit and corporate governance consultation and reviewed the Company’s
readiness and future areas of focus required to address areas of change.
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Financial reporting
The Annual Report and Accounts seek
to provide the information necessary to
enable an assessment of SSE’s position and
performance, business model and strategy.
In preparing the Financial Statements for
2021 there are several areas requiring the
exercise of judgement or a high degree
of estimation. Throughout the year, the
Finance team worked closely with the
External Auditor to ensure SSE provides the
required level of disclosure, including the
appropriateness of alternative performance
measures (APMs) and their consistency
with IFRS financial information. This
section outlines the significant areas of
judgement that have been considered by
the Committee – through discussion and
detailed reporting by both management
and the External Auditor – to ensure
appropriate rigour has been applied. Other
key accounting judgements and areas
of estimation uncertainty applied in the
preparation of the Financial Statements for
2021 are provided in Notes 4.2 and 4.3. The
Independent Auditor’s Report on pages
296 to 306  sets out the audit approach

and highlights the other key audit matters
that EY drew to the attention of the Audit
Committee. These areas of audit focus
include: going concern; decommissioning
provisions; provisions and claims; customer
debtor recoverability; carrying value of
tangible and intangible assets; depreciation
policy; taxation judgements; recovery of
the £100m OVO loan note; exceptional
items; and APMs.

Significant financial
judgements and estimates
In the process of applying the Group’s
accounting policies, management
necessarily makes judgements and
estimates that have a significant effect on
the amounts recognised in the Financial
Statements. In consultation with the
External Auditor, the Committee reviewed
the significant financial judgement areas
and identified four specific areas for
2021/22. Whilst the overall number of
significant financial judgement areas
remained consistent with the prior year,
accounting for the impacts of coronavirus
was no longer considered by the

Committee to be a significant financial
judgement with the impact on the Group’s
adjusted operating profit in the year outturning at the lower end of the anticipated
range. Due to the individual and collective
materiality of the £2bn disposal programme
announced during the year and the
potential complexity of these transactions,
the Committee agreed to include the
accounting for the SSE disposal programme
as a significant financial judgement.
The Group’s most significant financial
judgement areas, some of which are
also areas of estimation uncertainty, are
explained below. For each of these areas
the Committee considered the key facts
and judgements outlined by management.
The Committee specifically discussed with
the External Auditor how management’s
judgement and assertions were challenged
and how professional scepticism was
demonstrated during their audit of these
areas. This also included the adequacy
of the disclosures within the Financial
Statements for each matter presented
in the table below.

Significant financial judgements and estimates for the year ended 31 March 2021

How those were addressed by the Audit Committee

Impairment testing and valuation of certain non-current assets
(Estimation Uncertainty)
The Group reviews the carrying amounts of its goodwill, other
intangible assets and specific property, plant and equipment assets
to determine whether any impairment of the carrying value of those
assets requires to be recorded. The specific assets under review in
the year ended 31 March 2021 are intangible development assets
and specific property, plant and equipment assets related to thermal
power generation. In conducting its reviews, the Group makes
judgements and estimates in considering both the level of cash
generating unit (CGU) at which common assets such as goodwill are
assessed against, as well as the estimates and assumptions behind the
calculation of recoverable amount of the respective assets or CGUs.
Changes to the estimates and assumptions arising from factors such
as regulation, legislation, power, gas, carbon and other commodity
prices, volatility of gas prices, plant running regimes and load
factors, discount rates and other inputs could impact the assessed
recoverable value of assets and CGUs and consequently impact the
Group’s income statement and balance sheet.

An annual valuation/impairment exercise is carried out and the
basis and outcome of this review is presented to the Committee
by management and includes a description of the assumptions
applied in deriving the recoverable values. The Committee
reviewed and challenged the assumptions and projections
presented in the management paper and considered the detailed
reporting from, and findings by, the External Auditor. Further
detail of the calculation basis and key assumptions used in the
impairment review, the resulting impairment charges and the
sensitivity of this assessment to key assumptions is disclosed at
Note 15. Detail on the accounting policies applied is included in
the Accompanying Information section A1. Following this review,
the Committee supported the recommendation to recognise an
impairment of £58.1m in the financial year in relation to the
Great Island CCGT plant in Ireland.

Retirement benefit obligations (Estimation Uncertainty)
The assumptions in relation to the cost of providing post-retirement
benefits during the period are based on the Group’s best estimates
and are set after consultation with qualified actuaries. While these
assumptions are believed to be appropriate, a change in these
assumptions would impact the level of the retirement benefit
obligation recorded and the cost to the Group of administering
the schemes.

The assets and liabilities of the Group’s defined benefit retirement
schemes are regularly reviewed. Advice is taken from independent
actuaries on the IAS 19R valuation of the schemes. The Committee
was updated on the schemes’ valuation and considered the
findings of the External Auditor in relation to the scheme’s key
assumptions relative to market practice. Following this review,
the Committee supported the judgements made. Further detail
of the calculation basis and key assumptions used, the resulting
movements in obligations and the sensitivity of key assumptions
to the obligation is disclosed at Note 23.
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Revenue recognition – Customers unbilled supply of energy
(Estimation uncertainty)
Revenue from energy supply activities undertaken by the Business
Energy and Airtricity businesses includes an estimate of the value
of electricity or gas supplied to customers between the date of
the last meter reading and the year end. This estimation comprises
both billed revenue (disclosed as trade receivables) and unbilled
revenue (disclosed as accrued income) and is calculated based on
applying the tariffs and contract rates applicable to customers against
estimated customer consumption and taking account of various
factors including usage patterns, weather trends and externally
notified aggregated volumes supplied to customers from national
settlements bodies. A change in the assumptions underpinning
the calculation would have an impact on the amount of revenue
recognised in any given period.

This estimation is subject to a process which compares calculated
unbilled volumes to a theoretical ‘perfect billing’ benchmark
measure of unbilled volumes (in GWh and millions of therms)
derived from historical weather-adjusted consumption patterns
and aggregated metering data used in industry reconciliation
processes. Furthermore, actual meter readings and billings
continue to be compared to unbilled estimates between the
balance sheet date and the finalisation of the Financial Statements.
The Committee reviewed the practical process issues and
assumptions applied in determining the estimation uncertainty
and considered the findings of the External Auditor. Following
this review, the Committee supported the estimate for revenue
recognition from energy supply activities. Further details of the
sensitivity associated with this judgement is disclosed at Note 18.

Accounting for SSE disposal programme
(Accounting judgement and estimation uncertainty)
SSE announced a £2bn disposal programme during the year.
Due to both the collective and individual materiality of the planned
disposals, there is a significant risk around the accounting for the
complexity of these transactions. In particular, complexity arises in
the final negotiated deal around the terms of the share and purchase
agreements, non-cash consideration elements and transitional
services arrangements.

The risk focused on the accounting treatment of six disposals
completed by 31 March 2021 and also covered the assessment
of businesses being classified as held for sale at the balance
sheet date. The Committee were briefed on the audit procedures
performed in relation to each transaction, all of which had been
executed in line with the External Audit Plan. The Committee
challenged both management and the External Auditor on the
accounting treatment for the disposals and sought assurance that
they had been appropriately addressed and disclosed. Following
consideration, the Committee supported the exceptional gain on
disposal of £976.0m and a non-exceptional gain on disposal of
£246.5m. Further details of the disposals and held for sale assets
are disclosed at Note 12.

Going Concern and
Viability Statement
The Committee reviewed the information
to support the assessment and disclosure
of the going concern statetment prior to
Board approval (see A6.3 Accompanying
Information to the Financial Statements).
Given the cash surplus of £1.6bn at
31 March 2021; the undrawn committed
borrowing facilities of £1.5bn maintained by
the Group; the current commercial paper
market conditions; and the assumption the
Group will be able to refinance maturing
debt, the Directors have concluded that
both the Group and SSE plc as Parent
Company have sufficient headroom to
continue as a going concern. In coming
to this conclusion, the Directors have
considered sensitivities on future cashflow
projections resulting from the coronavirus
pandemic; the Group’s credit rating; the
success of the Group’s disposal programme
through 2020/21; and the successful

issuance of £2.5bn of medium to long term
debt and Hybrid equity during the year. In
the very unlikely event of not being able
to access the revolving credit facility or
otherwise refinance as may be required,
the Group’s options include not calling
the £1.0bn Hybrid debt instruments due in
September 2022, deferring uncommitted
capex and implementing further cost
reductions. The Financial Statements
are therefore prepared on a going
concern basis.
The Committee agreed the parameters
and reviewed the supporting report for the
Board’s assessment of the prospects of the
Company which is covered in the Viability
Statement on page 56 . In doing so, the
Committee considered the potential impacts
arising from coronavirus and reviewed the
period covered by the Viability Statement
and remains of the view that a three-year
period is the most appropriate timespan.

Fair, balanced and
understandable assurance
framework
The assurance framework used in the
preparation of the Annual Report and
Accounts 2021 to assist the Directors
in the discharge of their requirement
to state that, taken as a whole, it is fair,
balanced and understandable and
provides the information necessary for
shareholders to assess the Company’s
performance, business model and
strategy is as follows:
• a verification process dealing with
the factual content;
• comprehensive reviews
undertaken independently by
senior management to consider
messaging and balance;
• comprehensive reviews undertaken
by the Company’s Brokers to
ensure consistency and balance;
• reporting by the External Auditor of
any material inconsistencies; and
• comprehensive review by
the Directors and the senior
management team.
The Committee and Board received
confirmation from management that
the assurance framework had been
adhered to for the preparation of the
Annual Report 2021.
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External audit
External Auditor
Following a competitive tender process,
EY were appointed by shareholders as
SSE’s External Auditor for the financial year
commencing 1 April 2019 and continues
to be SSE’s External Auditor. During the
year, Hywel Ball became the Senior
Advisory Partner for the SSE plc audit and
Annie Graham, supporting partner in the
prior year, became the lead audit partner
assuming responsibility for signing the
SSE plc Audit Opinion on behalf of EY.
Annie Graham leads the engagement
team and has been in post since EY were
appointed and will be required to rotate
after five years. The external audit contract
will be put out to tender at least every 10
years. As such, the external audit tender
will be conducted by no later than 2029
and any future tenders will be carried out
in line with prevailing best practice. The
Committee confirms ongoing compliance
with the Statutory Audit Services Order.
The FRC’s Audit Quality Review (AQR) team
completed a review of the EY audit of the
Financial Statements of SSE plc for the year
ended 31 March 2020. The report from the
FRC set out the scope of the review, the
assessment of the quality of the audit work
reviewed, any key findings, and examples

of good practice. The Committee reviewed
the contents of the inspection report
and provided positive feedback to the
External Auditor on delivery of the first-year
audit which had been largely carried out
remotely under coronavirus restrictions.

External Auditor and audit
process effectiveness
An important part of the Committee’s
work consists of overseeing the Group’s
relationship with the External Auditor to
ensure the independence, quality, rigour
and challenge of the external audit process
is maintained. The Committee reviews the
effectiveness of the audit throughout the
year taking into account:
• the detailed audit strategy for the year
and coverage of the highlighted risks,
scope, and level of fees for the audit;
• the quality, knowledge and expertise
of the engagement team;
• insight around the key accounting and
audit judgements and the competence
with which the External Auditor has
applied constructive challenge and
professional scepticism in dealing with
management; and
• the outcome of the review of
effectiveness of the External Auditor
and audit process discussed below.

The Committee enhanced the
arrangements for the review of the
effectiveness of the External Auditor and
the audit process in the previous year and
has adopted an integrated framework in the
current year to help provide assurance that
a high-quality audit has been performed.
The key elements set out below were
delivered individually and were considered
collectively in the Committee’s review
of effectiveness. The importance of
management engagement in the external
audit process is recognised and the practice
of briefing management on their obligations
in relation to the provision of information to
the External Auditor has continued.

Independence and objectivity
In addition to the annual review of
effectiveness, the Committee considered
the independence and objectivity of the
External Auditor through: a combination of
assurances provided by the External Auditor
on the safeguards in place to maintain
independence; oversight of the Non-Audit
Services Policy and fees paid; and oversight
of SSE’s policy on employing former
auditors. The External Auditor confirmed
that all its partners and staff complied with
their ethics and independence policies
and procedures including that none of its
employees working on the audit hold any
shares in SSE plc.

Feedback to inform the review of the effectiveness of External Auditor and audit process
External
•

Assurance from EY
covering the matters
raised in the FRC’s Annual
Quality Review inspection
reports and remedial
actions (if any) taken
by the audit firm.

Management
•

•

External Auditor

Assess output from survey
of those subject to the
external audit process.
Assurance on the
disclosure process for the
provision of information
to the auditors has been
adhered to.

•

•

•

Assess delivery of the audit
strategy and Independent
Auditors’ Report.
Assess output from survey
of Audit Partners on the
external audit process.
Assurance on the
operation of audit quality
process at audit firm.

Audit Committee
•

•

Assess output from
annual Audit Committee
evaluation.
Assess output from
survey of Audit Committee
members, regular
attendees and Group
Finance.

Outcome
Following consideration of all elements of the audit effectiveness review process, in addition to taking account of the
engagement and communication between the Audit Committee, management and External Auditor, the Committee confirmed
it was satisfied that the external audit process provided by EY had been delivered effectively. The Committee requested that
debrief sessions be held between the External Auditor and finance management team to consider any areas to enhance the
audit process control environment going forward.
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Non-Audit Services Policy
The process for approving certain NonAudit Services provided by the External
Auditor is governed by the Non-Audit
Services Policy which is overseen by the
Committee. The Policy was reviewed by the
Committee and updated during the year to
ensure that it remained fit for purpose and
aligned to the FRC’s whitelist of Permitted
Audit-Related and Non-Audit Services. Any
Audit-Related Service or Non-Audit Service
which is not on the list can not be provided
by the External Auditor. In addition, SSE
is required to cap the level of non-audit
fees paid to its External Auditor at 70% of
the average audit fees paid in the previous
three consecutive financial years. Services
provided by the External Auditor are split
into two categories for the purposes of
approval:
• Audit-Related Services. These services
are largely carried out by members of
the audit engagement team. The work
involved is closely related to the work
performed in the audit and the threats
to auditor independence are ‘clearly
insignificant’. Such engagements are
routinely pre-approved by the Audit
Committee as part of their approval of the
total annual audit fee. Before engaging in
any work of this type, approval is required
from the Finance Director.

2018/19 AUDITOR FEES (PAID TO KPMG)

	Audit and Audit-Related Services – £1.4m (56%)
	Permitted Non-Audit Services – £1.1m (44%)

• Non-Audit Services. These are services
other than ‘Audit-Related Services’
for which the External Auditor is an
appropriate provider. The threats
to independence arising from such
services are not necessarily ‘clearly
insignificant’ and the Committee and
External Auditor must consider the
threats to independence and whether
any safeguards should be applied. In
the absence of any apparent threat to
auditor independence, approval for the
provision of any Non-Audit Service must
be obtained from the Audit Committee.
The Audit Committee has pre-approved
the use of the External Auditor for
whitelist Non-Audit Services subject
to the following limits: The Finance
Director up to £50,000 and Audit
Committee Chair up to £100,000.

External Auditor fees
The Committee keeps under review the
services provided by the External Auditor
by reviewing a report at each meeting.
Fees for Audit and Audit-Related Services
incurred during the year amounted to
£2.5m and £0.2m for Non-Audit Services.
Audit fees in the current year include
scope changes and overruns of £0.4m
related to the prior year audit which arose
due to coronavirus and the first year

2019/20 AUDITOR FEES (PAID TO EY)

	Audit and Audit-Related Services – £1.9m (86%)
	Permitted Non-Audit Services – £0.28m (14%)

transition to EY. Fees paid to EY during the
year are made in Note 6 to the Financial
Statements. Non-Audit Services principally
related to regulatory accounts and returns
required by Ofgem and comfort letters in
connection with funding and debt issuance.
The Committee was satisfied that the work
was best handled by the External Auditor
because of its knowledge of the Group
and the services provided did not give rise
to threats to independence. All Non-Audit
Services were approved in accordance with
the Non-Audit Services Policy and adhere
to the FRC Ethical Standard.

Re-appointment of
the External Auditor
The Committee concluded that it
is satisfied with the objectivity and
independence of the External Auditor,
and that the effectiveness of the external
audit process delivered by EY was robust.
The Committee proposed to the Board
that it seek shareholder approval for the
re-appointment of EY for the financial year
ending 31 March 2022.

2020/21 AUDITOR FEES (PAID TO EY)

	Audit and Audit-Related Services –£2.5m (93%)
	Permitted Non-Audit Services – £0.2m (7%)
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Internal audit
Role of Internal Audit

Internal Audit Plan

Internal Audit plays an important role in
SSE, helping the organisation to deliver
its objectives by bringing a risk-based,
independent and objective approach to
evaluating and improving the effectiveness
of risk management, internal control and
governance processes. During the year,
SSE’s Director of Group Risk, Audit and
Insurance retired. Following a recruitment
process led jointly between the Audit
Committee Chair and Finance Director,
the position of Director of Group Risk
and Audit was filled with an experienced
external appointment which has brought
a fresh perspective to the work on the
Internal Audit and Group Risk functions. In
addition to the normal corporate reporting
structure, the Director of Group Risk and
Audit has the right of direct access to
the Chief Executive, the Committee and
the Company Chair. At each Committee
meeting, an update on Internal Audit is
provided covering an overview of the work
undertaken in the period, actions arising
from audits conducted, the tracking of
remedial actions, and progress against
the Internal Audit Plan. The Committee
routinely meet independently with the
Director of Group Risk and Audit to discuss
the results of the audits performed and
any additional insights obtained on the risk
management and control environment
across the organisation.

The Internal Audit Plan is structured
to align with SSE’s operating model,
risk profile, control environment and
assurance arrangements. An integrated
assurance mapping and planning process
is undertaken to ensure that Internal Audit
work is appropriately aligned to, and
coordinated with, the activities of other
relevant assurance providers across the
Group. The Plan includes audits of key
transformational programmes, financial
control and areas relating to responsible
behaviour and non-financial risk. During
the year, the full Internal Audit programme
was briefly paused to allow the organisation
to focus on its initial coronavirus response.
The Committee adjusted the full Plan to
ensure that priority areas received adequate
focus. During the year, the Committee has
supported the development of a three year
plan of activity to provide an indicative
view of future Internal Audit focus. In
recognition of Internal Audit’s responsibility
to retain agility to appropriately recognise
organisational change and related changes
in SSE’s risk profile, the three year Internal
Audit plans will remain subject to ongoing
review and revision.

Internal Audit effectiveness
The Committee keeps under review
and assesses the independence and
effectiveness of Internal Audit by
adopting the process outlined below.

The assessment considered Internal Audit’s
positioning within the organisation and
the quality of its planning and operational
procedures. The assessment incorporated
a survey of Internal Audit’s stakeholders
across the Group, along with a review of
outputs from a number of recent internal
audits. During the year, the Committee
also considered SSE’s current Internal Audit
arrangements against the guidelines set out
in the Chartered Institute of Internal Auditors’
Internal Audit Code of Practice. Following
consideration, no significant changes were
made to the Internal Audit arrangements.
A follow-up review of the Internal Audit
function is being carried out by the recently
appointed Director of Group Risk and Audit
and the findings will be evaluated by the
Committee in the year ahead.

Internal control and
risk management
Internal control
The Board has delegated to the
Committee responsibility for reviewing
the effectiveness of SSE’s System of
Internal Control. This covers all material
controls including financial and compliance
controls, in addition to the financial
reporting process. Internal control and
risk management in relation to SSE’s
energy market related exposures are
overseen by the Energy Markets Risk
Committee and further information
can be found on pages 138 to 139 .

Feedback to inform the review of the effectiveness of Internal Audit
Internal Audit
•
•

Assess delivery of the
Internal Audit Plan.
Assess audit resource
and expertise.

Management
•

External

Assess output from
survey of Group Executive
Committee and other
key members of senior
management.

•
•

Assess feedback provided
from the External Auditor.
Assess progress against the
actions identified during
the previous evaluation.

Audit Committee
•

Views from members of
the Audit Committee.

Outcome
Following consideration of all elements of the review, the Committee recognised the progress made during the year, and
confirmed it was satisfied with the overall performance of the Internal Audit function. The key areas of focus for 2021/22 included:
reviewing the resource and skills requirement of the function; refreshing the audit methodology; and developing the use of
technology for analytics and audit management.
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During the year, the Committee stood
up a project team to assess the financial
reporting control environment in
anticipation of a SOX style framework being
introduced in the UK. The Committee
will continue to monitor regulatory
developments and will receive regular
updates from the project team.
To assist the Committee’s review of the
System of Internal Control, the different
elements are evaluated by relevant key
stakeholders. These evaluations are
assessed by the Finance Director and
a letter is provided to the Committee
summarising the work conducted in the
year to improve the control environment
and making a recommendation on
the overall effectiveness of the System
of Internal Control. In addition, when
undertaking the review of the effectiveness
of the System of Internal Control, the
Committee considers the assurance
evaluations undertaken annually by the
Managing Directors of each of SSE’s
seven Business Units. These assurance
evaluations consider 10 key management

System of Internal Control
The elements that make up the System
of Internal Control are:
• Governance Framework. Designed to
ensure focus on the key components
of high quality and effective decision
making – clarity, accountability,
transparency and efficiency. For further
details please see page 102  of the
Directors’ Report.
• Strategic Framework. This includes
Group’s strategic objectives, financial
objective and sustainability goals and
forms the basis for all activity within the
Governance 
Framework

Strategic
Framework

control areas and include any planned
improvements to enhance controls. These
improvements are tracked, with updates
reported to the executive-level Group Risk
Committee on a regular basis.

Risk management
The Group’s Risk Management Framework
is designed to manage rather than eliminate
the risk of failure to achieve business
objectives. It can only therefore provide
reasonable and not absolute assurance
against material misstatement or loss.
In addition to the ongoing review of
emerging risks, the Board carried out a
robust assessment of the Principal Risks
facing the Group, being those that have the
potential to threaten its business model,
future performance, solvency or liquidity.
Further details of the Group Principal Risks
are set out on pages 54 to 63 .

Following the Committee’s review and
recommendation, the Board agreed that
SSE’s System of Internal Control (including
risk management) continues to be
effective. This was in accordance with the
requirements of the FRC Guidance on Risk
Management, Internal Control and related
Financial and Business Reporting. Taking
into account continuous improvement
actions, the Board also confirms that no
significant failings or weaknesses have
been identified during the financial year.
Processes are in place to ensure that
necessary action is taken and progress is
monitored where areas for improvement
have been identified.

Internal control and risk
management effectiveness
An investigation into an incident of external
fraud against SSE Renewables that was
discovered in April 2020 concluded that

Risk Management Framework.
For further details please see pages
8 to 13  of the Strategic Report.
• Risk Management Framework. This
framework supports each Business Unit
in managing its risks and helps to ensure
that the Board can meet its obligations.
The framework is underpinned by the
fundamental principle that everyone at
SSE is responsible for the management
of risk.
• Assurance Framework. An integrated
programme of audit and assurance
activity that is independent of the day to
Risk Management
Framework

Group Risk Management
and Internal Control
Policy

Board and
Board Committees

all reasonable steps had been taken to
avoid this. The Group received financial
recompense through a successful
insurance claim.

Review of the
Effectiveness
of the System of
Internal Control

day operations of the Business
Units and corporate functions. It is
made up of Internal Audit, Group
Compliance, Large Capital Projects
Services and Group Safety, Health
and Environment.
• Standards and Quality Framework.
Sets out the expected standards
and guidelines to be followed in the
delivery of the Group’s core purpose.

Assurance
Framework

External Audit
Internal Audit

Standards and
Quality Framework

Group Policies

Strategic
Objectives
Group Executive
Committee and
Executive
sub-Committees

Financial
Objective

Viability Assessment
Sustainability
Goals

Business Unit
Executive
Committees and
Corporate Support
Functions

Principal Risk
Self-Assessment
Risk Appetite Statement
Key Risk Indicators

Business Unit Principal
Risk Self-Assessment
Assurance Evaluation

Group Compliance
Group Safety, Health
and Environment

Governance
Manuals

Large Capital
Projects Services

Business
Assurance

Business Unit, Policies,
Procedures, Processes
and Systems

Risk Blueprint
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ENERGY MARKETS RISK
COMMITTEE REPORT
its approach to forward hedging of its
thermal generation output for periods
beyond March 2021.
As a committee, we will continue to
monitor SSE’s management of commodity
price exposures and, should circumstances
lead to any change in approach being
required, these will be fully discussed,
challenged and appropriately reported.
Details of SSE’s latest hedging approach
and hedging position at 31 March 2021
are set out on page 71  or can be found
on sse.com .
Dear Shareholder,
As Chair of the Energy Markets Risk
Committee (EMRC), I am pleased to
present the EMRC report for the year
ended 31 March 2021. This report intends
to provide an overview of how we operate,
give an insight into our activities, and
outline the role we play to oversee SSE’s
energy markets risk exposures and ensure
the effectiveness of its risk management
controls and related processes relevant to
energy market risks.
In alignment with SSE’s approach to
hedging, our main responsibility is to
oversee governance arrangements, which
provide transparency of SSE’s approach
to managing commodity price exposures.
Reports of these exposures are reviewed
and discussed at each EMRC meeting,
and when required, actions will be
recommended to the Board for approval
of any changes to SSE’s hedging approach.
During the year, we have continued to
monitor and oversee these exposures,
with the following examples of hedging
related activities reviewed:
• In response to the market turbulence
triggered by the first coronavirus
pandemic national lock down in March
2020, SSE Renewables elected to suspend
its hedging activity in line with policy to
avoid the highly volatile market activity
caused by falling demand. The circa twomonth suspension avoided coronavirus
related impacts on future wholesale
market prices; and
• In November, in response to the
uncertainty of long-term carbon pricing
due to the UK’s exit from the European
Union, SSE Thermal temporarily adjusted
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In light of the coronavirus pandemic,
we received regular updates on its energy
market related impacts and monitored
the developments of its economic
consequences. For example, to allow us
to monitor the impact to the Customers
Business Unit, we reviewed regular reports
and received the minutes from the Grouplevel Demand Management Committee
(set up to monitor the impact of the
coronavirus on the Customer Business
Unit demand profile).
Furthermore, to maintain awareness and
oversight of emerging energy market risks
and other areas within the EMRC’s remit, a
dynamic agenda is operated. Each meeting
is used to consider a range of recurring
items as well as other items that are more
ad hoc and/or forward-looking in nature.
These have included:
• reviews of emerging energy market risks;
• conducting relevant deep-dive sessions;
and
• reviews of risk management and internal
controls concerning energy markets.
These focus areas, along with the reports
on energy market exposures, allowed us to
have visibility of current material issues and
provided a strong foundation for debate and
challenge regarding SSE’s energy market
exposures and related assurance activities.
In line with our commitment to good
governance and continual improvement,
the EMRC’s performance was assessed
as part of the annual Board evaluation
during the year. Despite the impact of the
coronavirus pandemic on the ability to have
physical meetings, I am pleased to confirm
through the performance evaluation
that the EMRC has continued to operate

SSE’s approach to hedging
SSE has committed to delivering
a transparent approach to how it
manages commodity price exposures.
Central to this transparency is
SSE’s established hedging approach,
through which it generally seeks
to reduce its broad exposure to
commodity price variation in relation
to electricity generation and supply at
least 12 months in advance of delivery.
As market conditions change, SSE may
require to vary its hedging approach
to take account of any resultant new
or additional exposures. SSE will
continue to provide a summary of its
current hedging approach, including
details of any changes in the period,
within its Interim and Full-Year Results
Statements which can be found on
sse.com .

effectively, by providing an open forum that
allows the appropriate level of challenge
and oversight of the areas within its remit.
Looking ahead, the main priority for
the EMRC in 2021/22 is to continue our
oversight role on SSE’s energy markets
risks and exposures. Particularly, given the
ever-changing external environment, we
will focus on the impact, management
and mitigation of relevant macroeconomic
and geopolitical events. This will include
the influence on SSE’s energy market
exposures relating to:
• the continued impact of the coronavirus
pandemic;
• the regulatory landscape; and
• the UK’s exit from the European Union,
particularly in relation to a mechanism
for the long-term carbon pricing.
I hope that you find this report informative
and representative of the activities
undertaken by the EMRC.

Tony Cocker
Chair of the EMRC
25 May 2021

Role of the Committee
The EMRC’s purpose is to oversee SSE’s
energy markets risk exposures. In doing
so, it assists the Board in the effective
discharge of its responsibilities in relation
to risk management and internal control
in this area. The EMRC’s full Terms of
Reference can be found on sse.com .

Committee membership
and attendance
The EMRC comprises three non-Executive
Directors and two Executive Directors.
Full details of membership and meeting
attendance are set out on page 102 .
The Chief Executive and the Managing
Director of Energy Portfolio Management
also routinely attend meetings, with an
Assistant Company Secretary acting as
Secretary to the EMRC. To assist the EMRC
in carrying out its responsibilities, relevant
senior managers can be invited to attend
to present certain items of business and
provide additional levels of insight.
The EMRC membership is approved by the
Board following recommendation of the
Nomination Committee. The membership
was reviewed twice during the year due to
changes on the Board, with the following
changes made:
• Melanie Smith was appointed from
1 October 2020, replacing Crawford
Gillies who stepped down from the
Board on 30 September 2020; and

• Sir John Manzoni was appointed
from 1 April 2021 to replace Richard
Gillingwater, who stepped down from
the Board on 31 March 2021. Sir John
Manzoni had been a regular attendee
at the EMRC since September 2020.
These changes to membership ensured
that the EMRC continues to have sufficient
skills and expertise to discharge its duties.
The new members were provided with
inductions by senior managers on the key
focus areas of the EMRC.
The composition of the EMRC further
facilitates the sharing of relevant experience
held by the non-Executive Directors.
As EMRC Chair, Tony Cocker brings
extensive knowledge from his career in
the energy industry, Melanie Smith and
Sir John Manzoni, both provide invaluable
insights and a wealth of knowledge from
various senior roles in the private and
public sectors. Biographical information
of the EMRC members’ backgrounds and
experience is contained on pages 98 to
101 .

Meetings and focus
areas in 2020/21
The EMRC held four meetings during the
year and reports to the Board on its work
following each meeting. Each meeting
agenda is informed by a forward plan of
business, which is designed to ensure that
the EMRC carries out its responsibilities in
line with its Terms of Reference. In addition
to the scheduled meetings, the EMRC
Chair meets with the Group Energy and
Commercial Director, Managing Director
of Energy Portfolio Management, and the
Committee Secretary to review papers in
advance of the meeting and ensure that
key and emerging issues are brought to
the EMRC’s attention as appropriate.
The EMRC will continue to develop and
to regularly review the forward plan of
business to accommodate any emerging
issues and risks to the Group concerning
energy markets.
Details of the key focus areas and action
taken by the EMRC in the year are set out
in the table below.

Committee evaluation
The EMRC performance was assessed as
part of the internal annual Board evaluation
(see pages 118 to 119 ). The results of
the evaluation indicated that the EMRC
is operating effectively, and continues to
provide an appropriate level of challenge
and oversight of the areas within its remit.
No specific actions were identified.

Key EMRC focus areas in 2020/21
Areas of focus

Actions taken

Overseeing
SSE’s approach
to hedging

• As part of a quarterly report on energy markets risks, monitored:
–– hedging arrangements;
–– risk control metrics;
–– Energy Portfolio Management’s counterparty credit risk exposures; and
–– the liquidity of energy markets.
• Reviewed and endorsed the hedging approach and position at 31 March 2021 included in the Full-Year Preliminary
Statement and Annual Report 2021.

Energy
markets risks

• Received reports on emerging energy market issues/risks (for example arrangements in relation to the UK’s exit from
the EU and impact of the coronavirus pandemic) and recommended relevant matters to the Board on changes to risk
management arrangements in line with SSE’s hedging approach.
• Considered a report on key energy market risks, risk appetites and risk management controls and governance.
• Received reports on reviews of GB and ROI energy markets.

Internal control
and risk
management
relating to energy
market exposures

• Considered reports on the key risks and controls arising from operations within Energy Portfolio Management.
• Reviewed the Energy Portfolio Management MD Letter of Assurance.
• Received quarterly reports from Internal Audit and details of resulting action plans related to the Energy Portfolio
Management business.
• Reviewed minutes from the Group-level Demand Management Committee, which provided updates on activities
as a result of alterations to customer demand profile due to the coronavirus pandemic.

Governance
and other

• Approved the narrative of the 2021 EMRC Report.
• Regularly reviewed the forward business planner.
• Considered the results of the annual committee performance evaluation.
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SAFETY, HEALTH AND
ENVIRONMENT ADVISORY
COMMITTEE REPORT
and years ahead. A key focus for the SHEAC
going forward will be to help navigate
the Group as it recalibrates its working
arrangements to a new sustainable normal.

Dear Shareholder,
I am delighted to present the Safety, Health
and Environment Advisory Committee
(SHEAC) Report for the year ended
31 March 2021. The report explains the
work of the SHEAC during the year, the
Company’s response to coronavirus and
the significant progress that has been
made in relation to safety, health and the
environment. A more in-depth review of
these areas, together with a range of other
Environmental, Social and Governance
(ESG) reporting can be found on pages 32
to 53  and in our Sustainability Report
available from sse.com .
Our Safety Family licence, ‘If it’s not
safe, we don’t do it’ is at the very heart
of our safety culture and part of our
DNA. Over the years, the work we’ve done
on safety, health and the environment has
put us in a very strong position to deal with
the unprecedented challenges arising from
the coronavirus pandemic. The burden on
people and society has been overwhelming
with daily life disrupted beyond recognition.
Despite this, I’ve been humbled by the
resilience, commitment and dedication of
our employees who have worked to provide
a safe and reliable supply of electricity that
is critical in enabling the national response
to the pandemic. On behalf of the SHEAC,
I would like to thank all employees and
those that work for SSE for your sustained
effort and hard-work. From operatives in
the field to office-based staff now working
remotely, the shift in working arrangements
has been sudden and significant. As the
pandemic continues to threaten health,
much uncertainty remains in the months
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SSE’s strategy is to create value for
shareholders and society in a sustainable
way by developing, building, operating and
investing in the electricity infrastructure and
businesses needed in the transition to net
zero. In practical terms, this strategy sees
us operate in a hazardous industry ranging
from working at height on the high-voltage
electricity transmission network in the North
of Scotland to the installation of offshore
wind turbines in the North Sea. Above all, the
safety, health and wellbeing of the people
that work for SSE directly or on its behalf is
the Company’s first and foremost priority.
We have a responsibility to make sure
everyone gets home safe and promote a
culture where all employees are empowered
to do the right thing. As a SHEAC, we must
provide leadership, support and challenge
to ensure the evolving safety, health
and environmental risks are understood
and appropriately mitigated. During the
year, safety, health and environmental
performance has continued to be strong,
and we remain restless to achieve better.
Our sustained focus on this will be at the
heart of SHEAC activities in the year ahead.
On the environmental side, SSE has a
proud history of developing low-carbon
infrastructure from the hydro power
revolution in the 1940s, to building some
of the world’s biggest offshore wind farms
and electricity networks to support net zero
today. SSE is a Principal Partner to the UK
Government on COP26 and is committed
to helping drive climate action. In May 2020,
SSE published its greenprint for a cleaner,
more resilient recovery from the economic
impact of coronavirus. The five-point action
plan was submitted to the UK Government
to meet the twin objectives of helping the
economy rebound from the coronavirus
whilst taking climate action to meet net zero
targets. To support ongoing engagement
with shareholders on climate-related issues,
we have proposed an enabling resolution,
within the business of the Annual General
Meeting (AGM) 2021, that establishes a
framework for an annual advisory vote on
SSE’s Net Zero Transition report at future
AGMs.

The above represents just some of the key
focus areas for the SHEAC in 2021/22.
The output from the performance
evaluation of the Board and its Committees
identified a need to evolve the scope and
coverage of the SHEAC in 2021/22 to assist
the Board in its oversight of sustainability
governance and assurance on a range of
ESG topics. In support of this, the Board
agreed a series of recommendations at its
meeting in May 2021 to enhance the role
of the renamed Safety, Sustainability, Health
and Environment Advisory Committee on
the governance and assurance of a range
of ESG matters.
Finally, Melanie Smith stood down from
the Committee as a member on 31 March
2021. On behalf of the Committee, I would
like to thank Melanie for her valuable
contribution and insight to the work
of the Committee
I hope that you find the following report
a useful explanation of our work and of
SHE performance during the year.

Helen Mahy CBE
Chair of the SHEAC
25 May 2021

Role of the Committee
The Committee’s role is to support the
Board and provide assurance in matters
relating to safety, health, environment (SHE)
and sustainability. The SHEAC provides
a leadership forum for non-Executive
Directors to work with senior management
and shape policy, targets and strategy to
improve SHE performance and culture, in
addition to supporting SSE’s commitment
to being a sustainable company that
makes a positive contribution. The SHEAC
reviews and oversees four significant Group
policies: Safety and Health Policy; Climate
Change Policy; Environment Policy; and
Sustainability Policy. The SHEAC Terms of
Reference are regularly updated and are
available on sse.com . Following the

performance evaluation of the SHEAC
(see below), further updates to the Terms
of Reference will be made to include
additional responsibilities covering a
range of ESG matters.

Committee membership
and attendance
The membership of the SHEAC comprises
three non-Executive Directors; the Chair
of the Board; the Chief Sustainability
Officer; the Managing Director, SSEN
Distribution; the Managing Director, SSE
Renewables; the Managing Director, SSE
Enterprise Utilities; and the Director of
Group Safety, Health and Environment. The
Deputy Company Secretary is Secretary
to the Committee and the Chief Executive

routinely attends meetings. The Committee
invites operational managers and specialists
to attend certain meetings to gain a deeper
level of insight on particular items of
business. Biographical details of the
non-Executive members can be found
on pages 98 to 101  and details of
non-Executive meeting attendance are
set out on page 102 . During the year,
a number of changes to the Board and
executive membership of the Committee
were considered by the Nomination
Committee and subsequently agreed by
the Board. The detail of these changes are
set out on page 125 .

Committee evaluation
The evaluation of SHEAC during 2020/21 was facilitated by an internally-led questionnaire. The output of the evaluation, together
with insights from discussions held between the Chair Designate and Committee Chair on the scope and coverage of the SHEAC,
were considered at its meeting in March 2021. Following this, the Board confirmed the SHEAC continued to effectively discharge
its responsibilities and endorsed the recommendation to recalibrate the coverage of the SHEAC on certain ESG matters and the
sustainability agenda. The key themes and actions for 2021/22 are summarised below.
Evaluation
themes

• The knowledge and experience of the SHEAC membership is broad and each member is able to bring a different and
valuable perspective.
• Whilst the virtual site visits worked well in the circumstances, physical site visits are invaluable and help bring the
SHE-culture to life, particularly for the non-Executive members of the SHEAC.
• A significant number of individuals from all levels of the Group were able to attend SHEAC meetings and their insight
was highly valued.

Actions for
2021/22

• With the significant increase in focus on ESG matters in recent years, a detailed review to clarify the governance and
oversight arrangements for ESG topics will be carried out to improve the overall cohesion and coordination of ESG
matters between the Board, Board Committees and management.
• The SHEAC’s Terms of Reference and plan of agenda items will be updated in line with the outcome of the review
described above.
• The programme of site visits will be resumed when safe to do so and in line with government restrictions.

Meetings and focus
areas in 2020/21
The SHEAC met four times in 2020/21.
Working closely with the Group Safety,
Health and Environment Committee
(which reports into the Group Executive
Committee), the SHEAC has an annual
work plan to: review SHE performance at
Group-level and in each of SSE’s seven
business areas; consider in-depth reviews
of certain key topics such as contractor and
process safety; and review a range of SHE
governance and assurance requirements.
The comprehensive programme of site
visits which routinely complement the
formal SHEAC meetings were unable
to take place this year as a result of the
coronavirus restrictions. A series of virtual
site visits for member of the SHEAC to
engage with management on the work
being delivered across the Group in relation
to the environment, contractor safety,
occupational health and wellbeing and the

Safety Family programme were arranged
in September 2020. A large part of the
meeting in October 2020 was dedicated
to receiving feedback from the virtual site
visits and agreeing next steps in the process
of continual improvement.

Response to coronavirus
SSE’s over-riding priority through the
coronavirus pandemic has been to provide
the safe and reliable supply of electricity,
at local, regional and national level, on
which the people and organisations whose
work is critical to the coronavirus response
depends. SSE published a statement which
sets out the support provided to customers,
employees, suppliers and contractors
and communities. SSE also joined forces
with a host of businesses and signed the
C-19 Business Pledge to support the UK
through the coronavirus pandemic and
the recovery efforts. Further details are
available at sse.com/coronavirus .

SSE’s business continuity framework
was deployed in early 2020 and has been
used to manage the Group’s response
to the coronavirus pandemic. An update
on the evolving position, including key
and emerging issues is presented to
each meeting of the SHEAC and is also
considered at each Board meeting.
To ensure people across the Group
continue to work safely, a range of new
processes, procedures and guidance
have been established and have been
widely communicated. Having invested
significantly in the technology for agile
working in recent years, everyone who
could work from home has done so in
line with government restrictions. For
those employees who were unable to
work remotely as their attendance on site
was critical to continued operations, PPE,
hygiene and social distancing measures
were established to ensure safe working
conditions were maintained.
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AUDIT, RISK AND INTERNAL CONTROL CONTINUED
SAFETY, HEALTH AND ENVIRONMENT ADVISORY COMMITTEE REPORT CONTINUED

At an early stage, SSE introduced
coronavirus testing when needed for its
critical workers and has worked closely
with trade unions partners throughout
to extend flexible working practices,
particularly for those with caring
responsibilities. SSE has not used the
UK Government Job Retention Scheme.
During the year, SSE has sought the views of
employees in the Group’s response to the
coronavirus, emotional wellbeing and postlockdown working practices. The results of
the surveys have provided invaluable insight
that is being used to inform how SSE plans
future ways of working.

SHE performance
Safety
Building on the commitment to use clear
and simple language for engaging with
employees on SHE performance, the
SHEAC endorsed the concept of ‘Safe
Days’ as a new way to monitor and track
its safety progress and performance. On
a ‘Safe Day’, there are no minor, serious
or major SSE or contractor safety or
environmental incidents or any incident
with high potential for harm to people or
the environment. During 2020/21, 271 Safe
Days were achieved, compared to 247 in the
previous year. In addition to Safe Days, SSE
continues to measure safety performance
using the rolling Total Recordable Injury
Rate (TRIR) for employees and contractors.
This measure is used for benchmarking
and trend analysis and in 2020/21 it fell to
0.15 per 100,000 hours worked, compared
to 0.16 in the previous year. Despite the
improving trend in SHE performance the
Committee remains mindful that incidents
and accidents still occur. The focus on
ensuring everyone gets home safe remains
central to everyone in SSE and the work of
the SHEAC.

Health and wellbeing
The coronavirus pandemic presents
challenges for employees around
maintaining good mental health in times of
uncertainty and social distancing. Building
on the progress and measures implemented
to enhance the awareness of mental health
issues, SSE has used its partnership with
Nuffield Health to give employees access
to a range of resources to help take care
of themselves while at home, including
an emotional care guide, advice from
physiotherapists and free access to the
‘My Wellbeing’ app which provides home
workout videos and tailored programmes.
SSE’s Back to Health programme
supported by Nuffield Health is available
to all employees in Great Britain. The
programme has helped line managers start
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conversations with colleagues who they
were concerned for, by having the ability to
offer Nuffield Health as support for stress,
anxiety, depression and musculoskeletal
conditions. Employees also have the option
to self-refer. SSE’s priority for 2021/22 will
be to continue to support employees adapt
to new working conditions and look after
their mental and physical health. A followup review of the plans being implemented
across the business to assist with fatigue
management has also been scheduled for
the year ahead.

Environment
SSE seeks to actively manage its
environmental footprint, whilst maximising
positive and minimising negative impacts.
The environmental strategy is designed
to drive progress and has been developed
around three priority areas covering climate
action, responsible consumption and
production and the natural environment.
The strategy provides a framework for
each business area in the Group to
develop their own environmental plan
with its implementation supported by
policies, procedures and targets to guide
interactions with the environment. During
the year, the SHEAC received presentations
on the work being undertaken across
the Group covering matters such as net
zero, biodiversity, climate adaptation,
greenhouse gas emissions and waste
management.
In the year ahead, the world will gather
in Glasgow this November for the United
Nations Climate Change conference. SSE is
proud to be a Principal Partner on COP26
and is supporting efforts to a agree a more
ambitious global climate deal committing
countries to action. SSE is playing its part to
make net zero emissions a reality through
a range of activities, including building the
largest offshore wind farm in the world,
developing the first hydro pump storage
project in over 30 years, pioneering carbon
capture and storage technologies, investing
in the transmission network for net zero
and laying the distribution infrastructure
for the electrification of transport and heat.
Further details of these projects
are included in the Strategic Report.
In 2020/21, the number of environment
incidents as a result of SSE’s activities
totalled 44 compared to 53 in the
previous year. Of these, there were no
major environmental incidents. SSE’s
environmental permit breaches decreased
to four in 2020/21 from 10 the previous
year. Both the number of breaches and
the severity decreased, with the majority

relating to minor environmental incidents.
Most breaches were self-reported to the
relevant environmental agencies and all
incidents were dealt with quickly when
identified. During the year, SSE’s carbon
footprint benefited by having reduced
travel, with most colleagues predominantly
working from home for the last year.

Sustainability
SSE’s approach to the disclosure of its
sustainability impacts seeks to bring about
continuous improvement in both the
quality of information disclosed and the
stakeholder engagement that results. It
is understood that stakeholder scrutiny
is a powerful agent for performance
improvement and, therefore, SSE seeks to
work with stakeholders and shareholders
to understand their needs.
SSE’s Sustainability Report aims to
demonstrate the way SSE creates value for
shareholders and society in a sustainable
way and provides detailed information
on the policies, practices, performance
and governance of a range of economic,
social and environmental matters. The
SHEAC oversees the development of the
Sustainability Report which is available at
sse.com/sustainability . Complementary
information can also be found in pages 32
to 53 .
The UN’s Sustainable Development
Goals (SDGs) are the blueprint for
addressing global challenges, including
climate change, and therefore SSE’s four
2030 business goals are aligned to the
SDGs most material to the Group. The
Sustainability Report also details progress
against the four 2020 business goals.
Recognising the increasing significance
of a company’s ESG performance,
the SHEAC will adapt in financial year
2021/22 to encompass further scrutiny
and oversight of particular ESG topics,
identified as being material.

More information
A sustainable approach:
pages 32 to 53 

Our SHE performance

1 April 2020 – 31 March 2021 (365 days in total)
This year 2020/21

SAFE DAYS ACHIEVED

NOT ACHIEVED

271

94

Last year 2019/20

SAFE DAYS ACHIEVED

NOT ACHIEVED

247

119

TOTAL INCIDENTS (SSE)

TOTAL INCIDENTS (SSE)

17

20

TOTAL INCIDENTS (CONTRACTOR)

TOTAL INCIDENTS (CONTRACTOR)

30

35

Reportable injury

Lost time injury or medical treatment injury

Detailed incident comparison

HIGH POTENTIAL INCIDENT
2020/21

REPORTABLE INCIDENT
20
25

2019/20

MEDICAL TREATMENT INJURY

2020/21

18

2020/21

2019/20

18

2019/20

SERIOUS ENVIRONMENTAL PERMIT BREACH

2019

2019

2020/21

2020/21 0

20
25

2019/20

RTC CLASS 1

2019/20

2020/21

2020/21
20

2019/20

12

SERIOUS ENVIRONMENTAL INCIDENT
(EXCLUDING
PERMIT BREACHES)
2019
11
10

2019/20

2019
14

9

2020/21
2

MINOR ENVIRONMENTAL PERMIT BREACH

2019

2019/20

LOST TIME INJURY (1-7 DAYS)

MINOR ENVIRONMENTAL INCIDENT
(EXCLUDING
PERMIT BREACHES)
2019
2020/21

4
8

29
33

2019/20
0
0

2019

On a ‘Safe Day’

2019

We don’t have a minor, serious or major incident for either SSE
employees or contractors:
• • Reportable, Lost Time or Medical Treatment injury
• • Major/Serious/Minor Environmental Incident/Permit Breach
• • RTC Class 1
• • HIPOS (High Potential to harm People/Environment)
•
For information on safe days visit www.sse.com 

0
2020/21
Target and rolling TRIR
2019
0

COMBINED TRIR: TARGET <0.15

0.15
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REMUNERATION COMMITTEE CHAIR’S STATEMENT

FAIRNESS AND BALANCE
IN A YEAR OF CHALLENGE

Dear Shareholder,
This Directors’ Remuneration Report aims
to set out simply and clearly how SSE pays
its Executive and non-Executive Directors;
the decisions made on their pay in 2020/21;
and how much they received in relation to
the financial year ended 31 March 2021.

The impact of coronavirus on the
business and key developments
SSE has continued to prioritise the safe
and reliable supply of electricity during
the coronavirus pandemic. This has been
achieved because of the steps taken early
in the pandemic to establish safe ways of
working for employees who have been
unable to work from home. This has limited
the impact of lockdowns on SSE’s day-today operations and construction activity.
Most office-based employees continue
to work from home. The wellbeing (both
mental and physical) of all SSE’s employees,
contractors and agency workers has been
a key consideration for us over the last year.
Some of the actions taken by the Group are
set out on page 45 .
Despite the challenges presented by
coronavirus, the business has demonstrated
its resilience and made good progress in
terms of its strategic delivery. Our five-year,
£7.5bn investment and capital expenditure
plan has progressed well. The Group has
also made strong progress towards its
£2bn disposals programme over the year.
This further simplifies and streamlines our
business model. SSE is resolutely focused
on a net zero world and our leadership and
advocacy is demonstrated by our COP26
partnership and Race to Zero campaign
which are explained in more detail on
pages 24 and 36 .
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At the same time, SSE has delivered solid
operational performance and strong
strategic execution which has created
value for all our stakeholders. The
resilience and strength of the Group is
demonstrated by our ability to deliver our
dividend plan. We have not accessed any
of the UK Government’s programmes to
support businesses. SSE engaged with
trade unions to agree measures to prevent
the need to furlough employees, consistent
with its long-term commitment of being a
responsible employer. The business created
hundreds of new jobs during the period.
SSE also announced in May a payment
to all employees of £400/€450 as a
thank you for their contribution during the
pandemic. Being able to achieve this in the
current environment is testament to the
hard work of our team and the leadership
demonstrated by our executives.

Linking remuneration with
SSE’s purpose and strategy
Our current Directors’ Remuneration Policy
was approved by shareholders at the 2019
AGM, with over 99% support. The policy is
built on our core reward principles which
endure even though the business model
continues to evolve. These are:
• Sustainability, reinforcing SSE’s
commitment to being a responsible
employer.
• Simplicity, maximising transparency
and avoiding unnecessary complexity.
• Stewardship, encouraging good
decision-making for the long term.
• Stakeholders, reflecting SSE’s goal
of creating value for shareholders
and society.
Our Directors’ Remuneration Policy is
designed to be sustainable and simple
and to facilitate diligent and effective
stewardship that is vital to achieving SSE’s
core purpose of providing energy needed
today while building a better world of
energy for tomorrow, and delivering
on our strategy.
Sustainability is at the heart of our
business and is reflected in the four
fundamental business goals we have
set for 2030 (explained in more detail in
the Sustainability Report ) which are
linked to the United Nations Sustainable
Development Goals (SDGs).

They are to:
• Cut our carbon intensity by 60%.
• Treble renewable energy output.
• Help accommodate 10m electric
vehicles.
• Champion Fair Tax and a real Living Wage.
Progress against these SDGs is a key
component of our strategy and we reward
performance against them through the
Annual Incentive Plan. We will be assessing
the possibility of measuring SDG progress as
part of the long-term incentive arrangement
before our policy review in 2022. SSE’s
2030 business goals are important interim
milestones on the road to net zero in 2050.
The 2030 goals and progress made against
them in 2020/21 are set out in more detail on
pages 14, 15 and 22, 23 .
Fairness is a central pillar of the policy
– fairness to Executive Directors in
recognition of the extent of their
responsibilities, and fairness relative to
the rest of the SSE team whose shared
talent, skills and values are essential to SSE’s
success and have been evidenced more
than ever in the last year. The extent of their
responsibilities means Executive Directors
are well paid, but the remuneration policy
is designed, among other things, to ensure
they are not overpaid.
The Remuneration Committee is regularly
informed of pay and employment conditions
throughout the Company. I am also the
designated Non-Executive Director for
Employee Engagement and during the year
was able to virtually contact a wide range
of employees (and their representatives) to
listen to their thoughts on business matters
including executive pay. On page 147 
we have provided a snapshot of pay more
generally throughout the Company and
how this links into the matters we consider
when deciding on executive remuneration.
The Board takes time to consider the
interests of stakeholders in all its decision
making (see pages 28 to 31 . It has taken
a particularly balanced and thoughtful
approach in respect of all the remuneration
decisions regarding Directors this year.

Annual Incentive Plan
Payments under the Annual Incentive Plan
(AIP) are determined against a broad range of
financial, operational, strategic and personal
performance targets collectively designed to
reflect business performance each year. The
measures used for 2020/21 were chosen to
support our strategic delivery and longerterm goals, notwithstanding the uncertainty
surrounding the coronavirus pandemic.
When setting the relevant target ranges the
Committee reserved discretion to exercise
its judgement after year-end once the true
impact of coronavirus was understood, with
the intention that this would mean reducing
the AIP outcome in line with any reduction
in earnings.
Performance in the year has been strong
which resulted in the overall assessment
of the 2020/21 award being 74% of the
maximum. In view of the reduction in
earnings, as a result of coronavirus, the
Committee, considered it appropriate
to reduce the adjusted EPS component
formulaic outcome by 18.5% in line with
the coronavirus-related impact on budget,
believing that this results in a fair overall
outcome for the Executive Directors at
69%. This will be the third time in the last
five years that the Committee has used
discretion in relation to the AIP outcome.
A detailed AIP scorecard can be seen on
pages 150 to 153 .

Performance Share Plan
The Executive Directors are the only three
participants in the Performance Share Plan.
The Performance Share Plan (PSP) awards
granted in 2018 are due to vest following
the 2020/21 financial year, subject to
financial, operational and value-creation
performance measures over the threeyear period. These have been objectively
assessed, resulting in an outturn of 28% of
the maximum opportunity. More details
on the performance measures used, the
targets set, and the actual performance
assessed is set out on page 153 .
The Committee confirmed that the
formulaic outcome for these awards should
stand. The performance targets were
stretching when originally set and became
even more challenging given the impact of
coronavirus, so no adjustment is required.

Board changes
As announced on 15 October 2020,
Martin Pibworth’s role was expanded
and he became the Group Energy and
Commercial Director. At the time I
engaged with our major shareholders
and explained the changes we had made
to his remuneration as a result. From
1 November 2020 Martin assumed Groupwide responsibility for all commercial and
associated risk management activities
for all the non-networks businesses. In
addition to his previous responsibilities for

SSE Renewables, SSE Thermal, EPMI and
Energy Customer Solutions, he now leads
SSE distributed energy including solar and
storage as part of SSE Enterprise. He is also
accountable for identifying opportunities
for and driving growth across all of SSE’s
non-networks businesses. In short, he now
leads a key growth engine of the Group
and the importance of his extended role
is therefore significant.
The expansion of Martin Pibworth’s
responsibilities do not lead to a
fundamental change of his role but rather
to a considerable increase in accountability
which warranted an increase in his base
salary of 19% from £529,000 to £630,000.
This is 69% of the Chief Executive’s salary.
We decided not to phase the salary increase
on the basis that it is not our usual practice
to do so in SEE on promotion. We expect
subsequent increases to be line with typical
increases. The Committee is acutely aware
that this is a significant increase when
compared to average SSE pay increases
and across the economy generally. We took
the view that Martin’s new remuneration
package is a longer-term investment in SSE’s
future and is also fair and reasonable in light
of his considerable additional responsibilities.
This follows his strong contribution to
the Group over many years including the
success of developing the off-shore wind
portfolio, and the value created by the
recent sale of Multifuel Energy and takes
into account the Board’s plan for talent
management and succession planning.
As part of the review, the Committee also
looked afresh at the phased reduction of
Martin’s pension allowance over five years (as
set out in last year’s Directors’ Remuneration
Report) and concluded the transition
process should be accelerated by two years.
This means that his pension allowance will
be in line with the employer contribution
for the majority of SSE’s employees taking
into account length of service of 15% of
salary by 1 April 2023. In taking this decision,
the Remuneration Committee took into
account the ‘flow through’ effects of the
increase to other elements of Martin’s
pay and was satisfied that his new level
of total remuneration is not excessive.
The Committee was also sensitive to the
fact that Martin only last year agreed to
a reduction in his contractual pension
entitlement. It took the view that bringing
forward the reduction by two years struck
the best balance between shareholders’
interests and Martin’s own position. Martin’s
incentive arrangements are unchanged.
On 1 April 2021, Sir John Manzoni
succeeded Richard Gillingwater as Chair
of the SSE Board. His fee on appointment
is the same as that of his predecessor,
recognising his wealth of experience
in the energy industry and the expected
time commitments of the role.

Implementation for 2021/22
The Committee reviewed Executive
Directors’ base salaries and concluded that
in light of continued strong performance
and leadership throughout the year, an
increase of 1% was awarded which is in line
with the average base pay increase across
the Group’s employees with effect from
1 April 2021.
The structure and quantum of the AIP
remain unchanged. Performance measures
are targeted on the delivery of our strategic
objectives and in particular our SDGs
are designed to tackle climate change
and support global goals for sustainable
development. The measures and weightings
for 2021/22 are set out on page 150 .
There are no changes planned to the
structure, quantum or performance
measures for 2021/22 in relation to PSP.
The performance measures, weightings
and targets are set out on page 150 .

Policy review ahead of 2022 AGM
The current Directors’ Remuneration Policy
will expire at the end of its normal threeyear life at next year’s AGM. The Committee
will spend time this year reviewing the policy
and deciding if any changes are required to
better support the Group strategy.
As part of the review, the Committee will
consider developments in market practice,
corporate governance and changes
within our own business. One area for
consideration will be the current difference
in long-term incentive approach between
the Executive Directors who participate in
the PSP and the next tiers of management
who currently participate in the Leadership
Share Plan which has features which are
more similar to those of a deferred bonus
or a restricted share plan. I look forward to
engaging with our major shareholders and
their representatives to understand their
views on any potential changes in approach.

Summary
Looking ahead, we will continue to apply
our core principles with transparency in
both decision-making and reporting and
to do so in a way that is fully cognisant of
the perspectives of SSE’s stakeholders. In
line with that, I welcome any feedback or
comments on remuneration matters and
can be reached via our Company Secretary,
Sally Fairbairn, at sally.fairbairn@sse.com.

Dame Sue Bruce DBE
Chair of the Remuneration Committee
25 May 2021
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REMUNERATION AT A GLANCE

Directors’ Remuneration Policy in 2021/22
The illustration below shows how SSE intends to operate its Directors’ Remuneration Policy in 2021/22. SSE’s core reward principles
remain unchanged and therefore the policy will remain unchanged from the previous year.
Fixed pay

Element

Max

2021/22

Salary

Set with
reference to
pay increases
for the wider
employee
base

Salary paid

Benefits

Market
competitive

Benefits paid

Pension

Final salary
and top up/
pension
allowance

Pension
accrual/
allowance
paid

CEO 150%
Performance
Variable pay Annual
Incentive Plan of salary. FD
period
– at risk
(AIP)
and ED 130% 
of salary
67% cash/33%
career shares
Performance
Share Plan
(PSP)

Share
Additional
governance ownership
requirement

CEO 200%
PSP awards
of salary. FD
granted
and ED 175%
of salary
2-year holding
period

2023/24

2024/25

2025/26

2026/27

Awards vest

Career
holding

Holding
period

Holding
period ends

AIP cash paid
AIP career
share awards
granted

Vesting
period

Performance/vesting
period

PSP awards
vests

200% of salary Share ownership requirement

Recovery and All incentives
withholding
Postemployment

2022/23

Clawback: misstatement, serious misconduct, error in calculation
Malus: misstatement, misconduct, serious reputational damage, error in calculation

Career shares Holding requirement for career shares until two years after cessation of employment

Strategic performance
Executive Directors’ remuneration is strongly linked to strategic performance. Some of SSE’s strategic performance measures are
detailed below, with an indication of how they link to remuneration. SSE has delivered against its dividend target and performed well
against a range of financial and non-financial measures. Full details can be seen on pages 150 to 153 .
ADJUSTED EARNINGS PER SHARE

TOTAL SHAREHOLDER RETURN
(FTSE 100)

EMPLOYEE ENGAGEMENT

CARBON INTENSITY OF
ELECTRICITY GENERATED

87.5p

Rank 22

82%

255

AIP and PSP

of 94 PSP

Engagement index score
AIP (Stakeholders)

gCO2e per kWh
AIP (Sustainable
Development Goals)

(43.1%)
DIVIDENDS PER SHARE

TOTAL SHAREHOLDER RETURN
(MSCI)

TOTAL RECORDABLE
INJURY RATE

TOTAL RENEWABLE GENERATION
OUTPUT*

81p

Rank 12

0.15

10,242

AIP and PSP

of 22 PSP

per 100,000 hours
worked
AIP (Stakeholders)

GWh
AIP (Sustainable
Development Goals)

(43.1%)
146

SSE plc Annual Report 2021

* Includes pumped storage, biomass
and GB constrained off output.

Performance related pay outturns for 2020/21
The charts below summarise the performance outturn of the AIP and PSP for the financial year ended 31 March 2021.
ANNUAL INCENTIVE PLAN PERFORMANCE

PERFORMANCE SHARE PLAN PERFORMANCE
100%

100%

69%1

30%

28%

24%

20%
10%

15% 14%

10%

15% 13%

17%

20% 20%

20%

20%

20%

20%
8%

5%
0%
Adjusted
EPS

Cashflow

DPS

Personal Stakeholders Sustainable
Total
development (% of
maximum)
goals

TSR v
FTSE100

0%

0%

0%

TSR v
MSCI
Europe

EPS
growth

DPS
growth

Customer

Total
(% of
maximum)

	Maximum
	Actual

1

After 5% downward adjustment for coronavirus impact.

Remuneration across the Company
The Remuneration Committee considers a range of factors when deciding upon the remuneration for Executive Directors, one of
which is the alignment with pay practices across the wider workforce.

Executive Directors

Group Executive
Committee

Base Salary

Benefits

Pension

Short-Term Incentive

Long-Term Incentive

Base salary is typically
set with reference
to the market and
wider workforce
considerations.

A range of voluntary
benefits in line with
the wider workforce
plus contractual car
and private medical
benefits.

All employees are
a member of the
SHEPS or SEPS
defined benefit
pension scheme, or
the Pension+ defined
contribution scheme
unless they have
opted or cashed out.
The arrangements
are diverse and
the employer cost
typically ranges from
3% to 38% of salary
when both defined
contribution and
defined benefits
schemes are taken
into account.

Annual Incentive
Plan linked directly
to business
performance –
50% financial,
50% non-financial.
33% of the total
award is deferred
as career shares.

The Performance
Share Plan is a
share award with
performance
linked to strategic
performance
measures.

Annual Incentive
Plan considering
performance of the
Group (directly linked
to the above), the
business area and
the individual. 25%
of the total award is
deferred as shares
for three years.

The Leadership
Share Plan is also
linked to strategic
performance
measures over the
longer-term and
those with direct
impact on strategic
output are eligible.

Depending on
role, a proportion
of employees will
participate in the
Annual Incentive
Plan (as above).
100% of the award
is paid in cash.

All employees may
participate in the
Share Incentive
Plan (SSE matches
three shares for
every three bought)
and the Sharesave
(SAYE) plan.

Annual increases are
typically in line with
or less than the wider
employee population.

Senior Management

Wider Workforce

Base salary levels are
subject to negotiation
with recognised trade
unions and/or are set
in line with market
requirements.
Annual increases
are subject to
negotiation.

A range of voluntary
benefits are available
to all employees, such
as a cycle to work
scheme, a holiday
purchase scheme,
health benefits, and
enhanced maternity,
paternity and
adoption leave.
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1. Single total figure of remuneration (audited)
The table below shows the single total figure of remuneration for each Director for the financial year ending 31 March 2021 relative to
the previous year.
Alistair Phillips-Davies

Fixed Pay

Base Salary1
Benefits2
Pension3
Total Fixed Pay

Variable Pay

AIP
PSP5
4

Total Variable Pay
Total6
1
2
3
4
5

6
7

Gregor Alexander

Martin Pibworth7

Total

2020/21
£000s

2019/20
£000s

2020/21
£000s

2019/20
£000s

2020/21
£000s

2019/20
£000s

2020/21
£000s

2019/20
£000s

915
25
458

890
25
141

707
22
344

688
22
56

571
18
171

515
17
155

2,193
65
973

2,093
64
352

1,398

1,056

1,073

766

760

687

3,231

2,509

947
666

788
534

634
450

528
361

512
337

395
–

2,093
1,453

1,711
895

1,613

1,322

1,084

889

849

395

3,546

2,606

3,011

2,378

2,157

1,655

1,609

1,082

6,777

5,115

SSE offers all employees a range of voluntary benefits some of which operate under a salary sacrifice arrangement. The salaries shown above are reported before
any such adjustments are made.
Benefits relate to company car, Share Incentive Plan company contributions and medical benefits. These benefits are non-pensionable.
The pension values for Alistair Phillips-Davies and Gregor Alexander represent the increase in capital value of pension accrued over one-year times a multiple
of 20 (net of CPI and Directors’ contributions) in line with statutory reporting requirements.
The AIP figures above show the value of the award including the portion deferred as shares.
The PSP figures for 2019/20 have been readjusted in line with statutory reporting requirements, following last year’s report to show the actual value upon vesting.
The estimated value shown in the table for 2020/21 is based on the average share price in the three months to 31 March 2021 of £14.495p, as required by the
reporting regulations. The award remains subject to service until May 2021 and so the prior year comparative will be restated in next year’s report to show the
actual value on vesting, as is required by the regulations. There was no share price appreciation.
Directors have not received any other items in the nature of remuneration other than as disclosed in the table.
Martin Pibworth was appointed to the Board on 1 September 2017 and therefore, was not granted an award under the 2017 PSP which vested in 2020. Instead,
he received an award under the below-Board long-term incentive plan of £400,915.

Rationale for 2020/21 single total figure of remuneration
There has been a year-on-year increase in the single total figure of remuneration. For the Chief Executive and Finance Director, remuneration
has increased by 27% and 30% respectively. This change is attributable to an increase in base salary aligned to the wider workforce, an
increase in AIP outcome following a year of strong financial and strategic performance. For the Chief Executive and the Finance Director
there is also an increase in the pension service cost which is a function of the valuation regulations rather than any change in approach.
From 1 November 2021, the Energy Director took on the expanded role of Energy and Commercial Director. At this time, he received a
base salary increase commensurate with his new responsibilities. His AIP award (as percentage of salary) remained unchanged and was
based on his base salary earned across the financial year. This year is also the first year that a grant under the PSP has reached maturity
following his appointment as an Executive Director during 2017/18. He had previously participated in a below-Board long term incentive
which has up to this point been disclosed as a footnote to the table. The resultant year-on year increase is 49%.
The Remuneration Committee is satisfied that the total single figure of remuneration for each Executive Director is appropriate.

Base salary
In line with the average base salary increase for the wider employee population, Executive Directors’ salaries were increased on 1 April
2020 by 2.75% from £890,293 to £914,776 for the Chief Executive, from £688,124 to £707,047 for the Finance Director and from £515,000
to £529,163 for the Energy Director. In addition, the Energy Director’s salary was further increased to £630,000 on 1 November 2020
when his role was expanded to become Energy and Commercial Director.

Benefits
Benefits are provided at an appropriate level taking into account market practice at similar sized companies and the level of benefits provided
for other employees in the Company. Core benefits include car allowance, private medical insurance and health screening. The Executive
Directors also participate in the Company’s all-employee share schemes on the same terms as other employees.

Pension
The Chief Executive and Finance Director are members of the Southern Electric Pension Scheme and the Scottish Hydro Electric Pension
Scheme respectively, and their plan membership predates their Board appointments. They participate in the same defined benefit pension
arrangements that were available to all employees recruited at that time. The schemes were closed in 1999 and the service costs range
from 32.5% to 37.5% of salary. These are both funded final salary pension schemes and the terms of these schemes apply equally to all
members. The Executive Directors’ service contracts provide for a possible maximum pension of two thirds final salary from the age of 60.
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In relation to Executive Directors who are subject to the scheme-specific salary cap (which mirrors the provisions of the previous HMRC cap
arrangements) the Company provides top-up (unfunded) arrangements which are designed to provide an equivalent pension on retirement
from the age of 60 to that which they would have earned had they not been subject to the salary cap. From 1 April 2017 pensionable
earnings increases were capped at RPI +1%. These are legacy arrangements and would not be used for any new external appointments.
The Chief Executive and Finance Director, in common with all other employees who joined at the same time (24 and 30 years ago
respectively), have the following pension provisions relating to leaving the Company:
• for retirement through ill-health an unreduced pension based on service to expected retirement is paid;
• in the event of any reorganisation or redundancy an unreduced accrued pension is paid to a member who is aged 50 or above,
with at least five years’ service or, for a member who has not yet reached that age, it will be payable with effect from 50;
• and from the age of 55, a scheme member is entitled to leave the Company and receive a pension, reduced for early payment, unless
the Company gives consent and funds this pension on an unreduced basis.
Dependent on the circumstances surrounding the departure of the Executive Director and financial health of the Company at the time,
the Committee’s policy is to give consideration to a cash commutation of the unfunded unapproved retirement benefit (UURB) pension
at the time of leaving. Any cash commutation will limit SSE’s liability, taking into account valuations provided by independent actuarial
advisors, and will be calculated on what was judged to be a cost neutral basis to SSE.
The Energy and Commercial Director, who has been with SSE since 1998, was already in receipt of a pension allowance of 30% of salary
prior to his appointment as an Executive Director. While the arrangement was consistent with the approach used for all other members
who have elected to receive a cash allowance in lieu of accruing future pension benefits, the Committee agreed that his future pension
arrangements would be aligned with the wider workforce at 15% of salary on a phased basis over five years. Following confirmation of his
expanded role from 1 November 2020, it was agreed that the phased reduction would be accelerated by two years. This means that his
pension allowance will be in line with the employer contribution for the majority of SSE’s employees taking into account length of service
of 15% of salary by 1 April 2023.
The table below details pension accrued for each of the Executive Directors as at 31 March 2021 and 2020.

Alistair Phillips-Davies
Gregor Alexander
Martin Pibworth 1
1

Accrued pension
as at 31 March
2021
£000s

Accrued pension
as at 31 March
2020
£000s

489
443
0

457
418
0

Martin Pibworth received an allowance in lieu of a pension contribution of 30% of salary.
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Annual Incentive Plan and Performance Share Plan
In setting targets and assessing performance, the following process is used for both the AIP and PSP:
1. Set performance
measures aligned
with strategy

2. Set stretching
performance
targets

3. Assess
performance

4. Take account
of wider
environment

5. Apply discretion
if required

2020/21 Annual Incentive Plan
1. Set performance measures aligned with strategy
AIP requires broad performance across a number of financial metrics (Adjusted EPS, DPS Growth and Cashflow) and strategic metrics
(Personal, Stakeholders and Sustainable Development Goals). These reflect a review of performance measures in 2019/20 which resulted
in some strategic measures being updated to reflect SSE’s evolving business. The Stakeholders and Sustainable Development Goals
performance measures replaced the former Customer and Teamwork measures. The performance measures and their weightings are
shown below.
Financial
(50%)
Adjusted
EPS
(30%)

Cashflow
(10%)

Personal
(15%)

DPS
(10%)

Individual
Objectives
(15%)

Stakeholders
(15%)

Customers
(5%)

Employees
(5%)

Sustainable Development Goals
(20%)

Suppliers
(5%)

Carbon
Intensity
(5%)

Renewable
Output
(5%)

Elective
Vehicle
Infrastructure
(5%)

Fair Tax &
Living Wage
(5%)

2. Set stretching performance targets
The financial performance targets were set at the start of the financial year taking into account internal financial plans, external consensus
where it exists and the expected impact of identified opportunities and threats to the business in the context of wider economic conditions.
The performance target range is set on a realistic basis but requires true outperformance for Executive Directors to achieve the maximum.
The Remuneration Committee has a history of setting challenging targets, evidenced by the average AIP payout of 48% since 2012 as
shown on page 157 .
3. Assess performance
The table below shows how performance measures are linked to strategy and how performance was ultimately delivered.
Performance measure
Cashflow 1

DPS

Simple
Sustainable
Stewardship
Stakeholders

Simple
Sustainable
Stewardship
Stakeholders

Link to
strategy

Simple
Simple
Simple
Simple
Simple
Stewardship Sustainable
Sustainable
Sustainable
Sustainable
Stakeholders Stakeholders Stakeholders Stakeholders Stewardship
Stakeholders

Rationale

Underlying
Retained
measure
cashflow
of financial
to net debt
performance

Funds from
operations
to net debt

Return on
investment
through
payment of
dividends

To reflect those Customers,
Contribution
activities which employees
to the four UN
go beyond
and suppliers SDGs for 2030
the normal
responsibilities
of the role

Weighting

30%

5%

10%

15%

Threshold

78.6p

10.5%

18%

81.0p

Max

91.0p

11.5%

20%

82.6p

Outcome

87.5p

Below
threshold

Below
threshold

81.0p

Personal

Sustainable
development goals

Adjusted EPS

5%

Cashflow 2

Stakeholders

AIP

15%

20%

See next section

Performance 83%

0%

0%

50%

92%

86%

85%

Outturn
(% of max)

0%

0%

5%

14%

13%

17%

25%

Total

74%

The Committee generally sets non-financial measures and targets that are specific, measurable, attainable, relevant and timely (‘SMART’
objectives) but also recognises that important measures and targets in support of the Company’s vision, purpose and strategy may
require some subjective assessment, and this is done by the Committee following the input from the wider Board and other Board
Committees as appropriate. The Committee is dedicated to providing as much retrospective detail of the measures as possible, setting
out clearly the decision-making process and the levels of attainment achieved, but mindful that any information which could be
considered commercially sensitive cannot be disclosed.
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The tables below and on the following pages provide detail on each of the non-financial measures and the assessment of performance
against each one.
High-level
measure

Detailed
measure

Personal
15%

Summary performance

Chief
Executive

Culture and the SSESET,
Financial, People
Development, Succession,
Stakeholder Management,
Strategy and Growth

Effective management of the group through coronavirus 3 3 3
pandemic with strong underlying performance. Best
ever safety performance during a time of change.
Employee engagement scores high, and a strong
commitment to keeping employees well informed.
Excellent stakeholder engagement and leading positively
with the SSE Greenprint and net zero strategy. Strong
progress made with re-shaping of the Group with good
growth opportunities across the business areas. Team
strengthened with a combination of external talent hiring
and focused internal development moves.

92%

Finance
Director

Culture and the SSESET,
Financial, People
Development, Succession,
Stakeholder Management,
Strategy and Growth

Effective management of the group through coronavirus 3 3 3
pandemic with strong underlying performance. Best
ever safety performance during a time of change. Good
engagement on regulation, especially on Transmission.
Finances well managed with credit rating maintained,
reduced debt, effective cash management. Significant
progress made on transactions and disposals. Strong
performance in procurement and progress made with
re-shaping IT and digital strategy. Good ongoing progress
with Group re-structuring with continued focus in 21/22.
Effective stakeholder engagement across key areas.
Strengthened team with selective external talent hires and
planned internal moves.

92%

Energy
Director

Culture and the SSESET,
Financial, People
Development, Succession,
Stakeholder Management,
Strategy and Growth

Effective management of the group through coronavirus 3 3 3
pandemic with strong underlying performance. Best ever
safety performance during a time of change. Engaged
and active on key regulatory and advocacy issues. Strong
operational and financial performance delivered across
the energy businesses. Excellent progress made with key
projects such as Dogger Bank and Seagreen. Very active
in business development with a number of opportunities
moved forward including in Renewables and Thermal.
Effective contribution as a leader across the Group.
Continued to strengthen his team and leadership group
with a combination of targeted external talent
hires and internal development moves.

92%

x= Below expectation

✓= Met expectation

✓✓= Exceeded expectation

Assessment

Outcome
(% of max)

Factors to be assessed

✓✓✓= Far exceeded expectation

High-level
measure

Detailed measure

Factors to be assessed

Summary performance

Assessment

Outcome
(% of max)

Stakeholders
15%

Customers
2.5%

Business Energy – A range of
measures including customer
complaints and satisfaction.
Gateway for threshold performance
at median performance of Citizens
Advice league table.

Rank 3 against 17 business energy
providers by Citizens Advice.

333

93%

2.5%

Electricity Networks – A range
of measures including customer
interruptions and customer
minutes lost.

Improved performance on previous
year across a range of metrics as other
DNOs have improved too. There is tight
clustering in the league tables where
a single percentage point can be the
difference between below median and
first. The out-turn reflects particularly
strong performance in the North and in
the Connections business.

✓

40%

Employees
2.5%

Safety – Total Recordable Injury
Rate (TRIR) and Accident Frequency
Rate (AFR) for direct employees.
TRIR target of <0.15.

TRIR at 0.15 reduced compared with last
year and AFR has been maintained at the
same low level as 2019/20. Significantly
more ‘safe days’ than previous year. See
page 143 .

333

95%
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High-level
measure

Stakeholders
15% (cont)

Detailed measure

Factors to be assessed

Summary performance

Assessment

Outcome
(% of max)

2.5%

Engagement – A range of measures
including employee engagement
survey score, employee uptake of
share plans and retention rate.
Board and leadership engagement
with employees.

Significantly increased employee
engagement score relative to
previous year and against external
benchmarks. A programme of employee
engagement activity has been delivered.
See page 48 .

333

95%

2.5%

Inclusion and diversity – progress
made closing SSE’s median UK gender
pay gap and progress made against
SSE’s Inclusion Strategy including
progress on Return on Inclusion.

Improved Return on Inclusion with
‘champion’ status reached. Decreased
gender pay gap. Employee Difference
groups established. See page 49 .

333

85%

Suppliers
2.5%

Safety – Total Recordable Injury Rate
(TRIR) and Accident Frequency Rate
(AFR) for contractors.

12-month rolling combined TRIR and AFR 3 3 3
rate remained similar to the previous year.
The number of contractors injured (30) in
2021/22 was significantly fewer than the
35 injured in 2019/20. In a challenging
year the contractor safety performance
exceeded expectations.
See page 143 .

92%

x= Below expectation
High-level
measure

Contribution
to the UN
Sustainable
Development
Goals
20%
(see the
Sustainability
Report )

✓✓= Exceeded expectation

✓✓✓= Far exceeded expectation

Detailed measure

Factors to be assessed

Summary performance

Assessment

Outcome
(% of max)

Climate action (5%):
Take urgent action
to combat climate
change and its
impacts

Reduce the carbon intensity
of electricity generated by
60% by 2030, compared to
2017/18 levels, to around
120gCO2e/kWh.

Carbon intensity of electricity generated
decreased by 11% compared to the
previous year and was the lowest since
SSE’s records began. No coal output
following closure of last coal-powered
station in March 2020. Keadby 3
progressing through planning as part
of Zero Carbon Humber. Progress in
development of Peterhead CCUS.

33

80%

Affordable and
clean energy (5%):
Affordable, reliable
and sustainable
energy for all

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

SSE’s renewable generation output
decreased over the year due to poor
weather conditions across wind and
hydro. However, excellent progress
was made over the year to develop
and construct the assets which will
enable SSE to meet its 2030 Goal.

333

85%

Industry, innovation
and infrastructure
(5%): Build resilient
infrastructure,
promote inclusive
and sustainable
industrialisation and
foster innovation

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

Project LEO and a partnership
333
between Government and network
owners in Scotland represent two of
the most significant projects in the
UK that will help accelerate transport
electrification. RIIO-ED2 business plan is
nearing completion, which will inform the
investment needed in ED2 and beyond to
meet the net zero decarbonisation goal.
Launched a new low emission company
car scheme to deliver a focus on the
benefits of low emission cars.

85%

Decent work and
economic growth
(5%): Promote
sustained, inclusive
and sustainable
economic growth,
full and productive
employment and
decent work for all

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

SSE achieved ongoing accreditation of
333
both the Fair Tax Mark and the Living
Wage, supporting both campaigns to
attract more companies to become
accredited. Furthermore, SSE published
its Talking Tax reports offering transparent
disclosure of its tax approach. SSE has
become one of the first companies to
gain Living Hours accreditation.

90%

x= Below expectation
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✓= Met expectation

✓✓= Exceeded expectation

✓✓✓= Far exceeded expectation

4. Take account of wider environment
The Remuneration Committee believes that the range of measures used in the AIP ensures that performance is assessed using a balanced
approach, without undue focus on a single metric which could be achieved at the expense of wider initiatives. When reviewing outcomes
the Committee considered performance against the full range of individual objectives and, after considering the strong teamwork displayed,
agreed that the same outturn for all was appropriate. AIP outturns for the wider employee population were also taken into account by the
Committee. In addition, they also considered the impact of the coronavirus pandemic, which has been enduring throughout the year, and its
effect on stakeholders.
5. Apply discretion if required
In last year’s Remuneration Report, it was explained that the “Committee intends to exercise judgement at year-end once the true impact
of coronavirus is understood, to reduce the AIP opportunity in line with any reduction in earnings”. With this in mind, the Committee
agreed to make a downward adjustment to the adjusted EPS component outcome of the plan in line with the coronavirus related impact
on budget. The budget impact is a reduction of 18.5% which reduces the adjusted EPS out-turn from 25% to 20%, leading to a revised
overall AIP outturn of 69% of maximum.
AIP earned for each of the Executive Directors is shown in the table below. The total award is made up of 67% cash and 33% which is
deferred into shares for three years which are then retained until two years after stepping down from the Board.
Maximum
(% of salary)

AIP earned1

AIP cash

AIP deferred

150%
130%
130%

946,793
634,221
512,347

643,351
424,928
343,272

312,442
209,293
169,074

Alistair Phillips-Davies
Gregor Alexander
Martin Pibworth
1

Both the cash and deferred element are subject to clawback provisions.

2018 – 2021 Performance Share Plan
1. Set performance measures aligned with strategy
PSP performance measures are designed to encourage sustainable value creation, consistent with effective stewardship, encouraging
good decision-making for the long term. The measures and their weightings are shown below:
Value Creation
(40%)
Total Shareholder Return
relative to FTSE 100
(20%)

Financial
(40%)

Total Shareholder Return
relative to MSCI Europe Index
(20%)

Adjusted EPS growth
(20%)

Operational
(20%)
Customer:
Distribution
(10%)

DPS growth
(20%)

Customer:
Business
Energy
(10%)

2. Set stretching performance targets
The performance target ranges for PSP are set each year to ensure they are stretching and represent value creation for shareholders.
3. Assess performance
The vesting of shares under the PSP is subject to the performance measures and targets shown in the table below which also details the
actual outturn for the 2018 PSP award vesting this year.
Performance measure
PSP

TSR v FTSE 100

TSR v MSCI Europe

EPS growth

DPS growth

Customer
(Distribution)

Customer
(Business Energy)

Link to
strategy

Simple
Stewardship
Stakeholders

Simple
Stewardship
Stakeholders

Simple
Stewardship
Stakeholders

Simple
Sustainable
Stakeholders

Simple
Stewardship
Stakeholders

Simple
Stewardship
Stakeholders

Rationale

Relative
measure of
performance

Relative
measure of
performance

Underlying
measure
of financial
performance

Return on
investment
through payment
of dividends

Meeting
customers needs
is at core of our
business

Meeting
customers needs
is at core of our
business

Weighting

20%

20%

20%

20%

10%

10%

Threshold

50th percentile 50th percentile

RPI

RPI

Median ranking

Median ranking

Max

75th percentile

75th percentile

RPI +10%

RPI +5%

Rank 1

Rank 1

Outcome

Rank 22 of 94
(above 75th
percentile)

Rank 12 of 22
(below 50th
percentile)

Below RPI

Below RPI

Below median

Average Rank 3
of 15

Performance 100%

0

0

0

0%

83%

Outturn
(% of max)

0

0

0

0%

8%

20%

Total

28%
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4. Take account of wider environment
SSE’s TSR has performed at the maximum level relative to the FTSE 100, and performance in relation to Business Energy customer
service ranking is also above median. Conversely, the threshold level was not met for TSR performance relative to the MSCI European
Utilities Index. While SSE’s dividend commitment has been met over the three-year period, threshold performance at RPI has not been
achieved following the resetting of the dividend policy.
While the PSP applies to Executive Directors only, the Committee is mindful of the outturns of the long-term incentive arrangement
which applies to senior managers. On average, the below-Board incentive award has paid out at a higher level than the PSP outturn.
5. Apply discretion if required
The Committee believes that the formulaic outcome is a fair reflection of wider performance over this three-year period.
The table below shows the maximum number of shares available, the dividends accrued over the three-year performance period,
the total number of shares vesting based on the performance outturn and the estimated value of these shares.

Alistair Phillips-Davies
Gregor Alexander
Martin Pibworth
1

Awards available
(% of salary)

Awards available
(number of
shares)

Additional
awards in
respect of
accrued
dividends

200%
175%
175%

132,287
89,466
66,957

31,826
21,523
16,108

Total number of
shares vesting

Estimated
value of awards
vesting1

45,952
31,077
23,258

£666,069
£450,460
£337,128

The estimated value of the awards vesting has been calculated on the same basis as the PSP value in the single figure table on page 148 .

Other remuneration disclosures
Fees paid to non-Executive Directors during 2020/21 were as follows:
Fees £000s
Non-Executive Directors

2020/21

2019/20

Dame Sue Bruce
Tony Cocker1
Crawford Gillies2
Richard Gillingwater CBE
Peter Lynas
Helen Mahy CBE
Sir John Manzoni3
Melanie Smith
Dame Angela Strank4

100
95
45
400
90
86
42
72
66

98
84
88
389
88
84
0
70
0

Total

996

900

1
2
3
4

Tony Cocker became Senior Independent Director on 1 October 2020.
Crawford Gillies left the Board on 30 September 2020.
Sir John Manzoni joined the Board as a non-Executive Director on 1 September 2020.
Dame Angela Strank joined the Board as a non-Executive Director on 1 May 2020.
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Share interests and share awards (audited)
Directors’ share interests
The table below shows the share interests of the Executive and non-Executive Directors at 31 March 2021.
Number of shares

Number of options

*Shareholding
requirement as a % of
salary (Actual/% met)

Shares owned
outright at
31 March 2021

Interests in
shares, awarded
without
performance
conditions at
31 March 2021
(DBS & Retention
Awards)

450% (200% – met)

220,782

29,134

282,218

1,967

–

Sue Bruce

2,484

–

–

–

–

2,484

Tony Cocker

5,000

–

–

–

–

5,000

Crawford Gillies
(Resigned 30/09/20)

6,950

–

–

–

–

6,950

Richard Gillingwater
(Resigned 31/03/21)

2,523

–

–

–

–

2,383

Peter Lynas

5,000

–

–

–

–

5,000

Helen Mahy

2,027

–

–

–

–

2,027

Director

Gregor Alexander

John Manzoni

Interests in
shares, awarded
subject to
performance
conditions at
31 March 2021
(PSP & LSP)

Interests in
share options,
awarded without
performance
conditions at
31 March 2021

Interests in
share options,
awarded subject
to performance
conditions at
31 March 2021

Shares owned
outright at
31 March 2020

197,564

2,311

–

Alistair Phillips-Davies

399% (200% – met)

253,462

43,493

417,294

1,997

–

219,814

Martin Pibworth

180% (below 200%
requirement)

78,557

19,748

211,215

2,662

–

43,054

Melanie Smith

2,000

–

–

–

–

2,000

Angela Strank

388

–

–

–

–

–

Date of grant

Shares granted

Market value on
date of award

Face value

26/06/2020
26/06/2020
26/06/2020

12,494
18,652
9,350

£13.6350
£13.6350
£13.6350

£170,355.69
£254,320.02
£127,487.25

*

Shareholding requirement:
Executive Directors – 200% of salary.
Non-Executive Directors – minimum 2,000 shares.
Price used to calculate shareholding requirement as % of salary as at 31/03/21 £14.55.

Directors’ Long-term Incentive Plan interests
Deferred Bonus awards granted in 2020
The table below shows the deferred bonus awards granted to Executive Directors in 2020.
Recipient

Award

Gregor Alexander
Alistair Phillips-Davies
Martin Pibworth

Conditional award
Conditional award
Conditional award

£552,162.96
PSP awards granted in 2020
The table below shows the PSP awards granted to Executive Directors in 2020.
Recipient

Award

Gregor Alexander

Conditional award

Date of grant

Shares granted

26/06/2020

88,761

Market value on
date of award

Face value

£13.6350 £1,210,256.24
£1,210,256.24

Alistair Phillips-Davies

Conditional award

26/06/2020

131,244

£13.6350 £1,789,511.94
£1,789,511.94

Martin Pibworth

Conditional award

26/06/2020

66,430

£13.6350

£905,773.05
£905,773.05
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Directors’ Long-term Incentive Plan interests
The table below details the Executive Directors’ Long-term Incentive Plan interests.

Share plan

Gregor
Alexander

Alistair PhillipsDavies

Martin
Pibworth

Normal
exercise period
No. of shares
(or vesting under award as
Date of award
date) at 1 April 2020

DBP 20162
DBP 20162
DBP 20162
DBP 20162
PSP1
PSP1
PSP1
PSP1

26/06/2017
28/06/2018
28/06/2019
26/06/2020
26/06/2017
28/06/2018
28/06/2019
26/06/2020

Sharesave

03/07/2015

Sharesave

12/07/2019

Sharesave

21/07/2020

DBP 2016
DBP 20162
DBP 20162
DBP 20162
PSP1
PSP1
PSP1
PSP1

26/06/2017
28/06/2018
28/06/2019
26/06/2020
26/06/2017
28/06/2018
28/06/2019
26/06/2020

Sharesave

12/07/2019

26/06/2020
28/06/2021
28/06/2022
26/06/2023
26/06/2020
28/06/2021
28/06/2022
26/06/2023
01/10/22 31/03/23

DBP 2006
DBP 20162
DBP 20162
DBP 20162
PSP1
PSP1
PSP1
LSP3
Retention
Award3

26/06/2017
28/06/2018
28/06/2019
26/06/2020
28/06/2018
28/06/2019
26/06/2020
26/06/2017

26/06/2020
28/06/2021
28/06/2022
26/06/2023
28/06/2021
28/06/2022
26/06/2023
26/06/2020

12/01/2017

Sharesave

12/07/2019

Sharesave

12/07/2019

12/07/2020
01/10/22 31/03/23
01/10/24 31/03/25

2

2

26/06/2020
28/06/2021
28/06/2022
26/06/2023
26/06/2020
28/06/2021
28/06/2022
26/06/2023
01/10/20 31/03/21
01/10/22 31/03/23
01/10/23 31/03/24

Option
exercise
price

Additional
shares
awarded No. of shares
during the lapsed during
year
the year

13,442
16,640
0

No. of shares
realised
during the
year

13,4425
16,640
0
12,494

12,4944
78,099
89,466
103,991

51,826

26,2735
89,466
103,991
88,761

88,7614
186

1,288p

1,837

901p
1,107p

186
1,837
1304,6

130

20,068
24,841
0

20,068

5

24,841
0
18,652

18,6524
115,479
132,287
153,763

76,631

38,8485
132,287
153,763
131,244

131,2444
1,997

No. of shares
under award at
31 March 2021

901p

1,997

5,715
10,398
0

5,715

5

10,398
0
9,350
66,957
77,828
66,430

9,3504
66,957
77,828
66,4304
23,411

23,4115

25,000

25,0007

998

901p

998

1,664

901p

1,664

Shares which are released under the DBP 2006,PSP, LSP and Retention Awards attract additional shares in respect of the notional reinvestment of dividends.
In addition to the shares released under these schemes, as indicated in the table above, the following shares were realised arising from such notional reinvestment
of dividends:
Gregor Alexander received 8,491 shares, Alistair Phillips-Davies received 12,601 shares and Martin Pibworth received 13,871 shares.
1
2
3
4
5
6
7

The performance conditions applicable to awards under the PSP are described on page 153 . The 2017 award under the PSP vested at 27%.
33% of the annual bonus payable to Executive Directors is satisfied as a conditional award of shares under the DBP 2016. Vesting of shares under the DBP 2016
is dependent on continued service over a three-year period.
The award granted as a Retention Share Award was prior to Martin Pibworth’s appointment as an Executive Director.
The market value of a share on the date on which these awards were made was 1,363.5p.
The market value of a share on the date on which these awards were realised was 1,363.5p.
The market value of a share on the date on which these awards were made was 1,249.5p.
The market value of a share on the date on which these awards were realised was 1,249.5p.

The closing market price of shares at 31 March 2021 was 1,455p and the range for the year was 1,073p to 1,612p. Awards granted during the year were granted
under the PSP. The aggregate amount of gains made by the Directors on the exercise of share options and realisation of awards during the year was £2,392,187
(2020 – £1,108,680).
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2. Historical remuneration disclosures
Change in Chief Executive total remuneration
The graph below shows SSE TSR performance over the last ten years relative to FTSE 100 performance.
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The table below shows the Chief Executive’s annual remuneration over the same period.

Directors

2020/21 (Alistair Phillips-Davies)
2019/20 (Alistair Phillips-Davies)
2018/19 (Alistair Phillips-Davies)
2017/18 (Alistair Phillips-Davies)
2016/17 (Alistair Phillips-Davies)
2015/16 (Alistair Phillips-Davies)
2014/15 (Alistair Phillips-Davies)
2013/14 (Alistair Phillips-Davies and Ian Marchant)4
2012/13 (Ian Marchant)
2011/12 (Ian Marchant)
1
2
3
4

Single total figure
of remuneration1
(£’000)

3,011
2,418
1,639
2,693
2,917
1,696
2,311
2,546
2,241
1,214

Long-term
Annual variable
element award2 incentive vesting3
(% of maximum) (% of maximum) Application of discretion

69
59
0
78
72
54
64
63
0
25

28
27
26
30
46
0
0
22
53
0

Downward discretion applied to AIP
Downward discretion applied to AIP
Downward discretion applied to AIP

Chief Executive waived AIP
Downward discretion applied to AIP

The single total figure of remuneration is calculated on the same basis as the ‘single total figure of remuneration’ table on page 148 .
The annual variable element award (AIP) is the figure shown on page 153  and reflected in the ‘single total figure of remuneration table’ on page 148 .
The long-term incentive (PSP) vesting is the figure shown on page 153 , and reflected in the ‘single total figure of remuneration table’ on page 148 .
For 2013/14, an aggregate number has been applied by combining pro-rata values for each CEO based upon their time in role.

Alignment of Directors’ Remuneration Policy with pay across the wider employee population
In setting Executive Directors’ pay, a number of factors are taken into account including importantly, relativity to the wider workforce.
For a number of years, a Chief Executive pay ratio has been disclosed voluntarily. In 2018/19, the methodology was revised to meet
the new reporting requirements. The methodology used is a hybrid approach combining Gender Pay Gap data (as disclosed in the
Sustainability Report ) with additional elements of pay which are important components of SSE employees’ pay such as overtime,
employer’s contribution to pension and excluding salary sacrifice arrangements. This is believed to allow the most appropriate and
consistent comparison.
As shown in the table below, the pay ratio has increased from 59:1 at median in 2019/20 to 71:1 in 2020/21. While the median
remuneration for all employees has increased by 3.4%, the Chief Executive’s remuneration has increased by 26.6%. This is due mainly to
increased variable pay for the Chief Executive following a strong performance year and the formulaic increase in pension value from
a pay freeze in 2019.
SSE’s is committed to being a responsible employer, and the remuneration policy is designed with fairness in mind – fairness to Executive
Directors in recognition of the extent of their responsibilities and, fairness relative to the rest of the SSE team. More information on SSE’s
responsible employer ethos can be found within the Sustainability Report  which includes information on the commitment to being a
real Living Wage employer, and other initiatives which help to ensure value is created and retained for employees and the organisation.
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Year

Calculation
Methodology

2020/21
2019/20
2018/19

C
C
C

25th percentile

Median

Total employee
earnings (m)

75th percentile

Total Remuneration

Ratio

Total Remuneration

Ratio

Total Remuneration

Ratio

£32,268
£29,234
£28,611

93:1
83:1
57:1

£42,295
£40,908
£39,010

71:1
59:1
41:1

£59,454
£54,863
£54,066

51:1
44:1
30:1

£543.1
£510.0
£495.3

Annual percentage change in remuneration of the Directors
Each year, when the Remuneration Committee is considering salary increases, incentive awards and benefits for Executive Directors, it is
mindful of the treatment of the wider workforce. The table below shows how the Chief Executive’s change in remuneration in 2020/21
compares to that of the wider workforce. In 2020/21, the Chief Executive’s salary was increased by 2.75% in line with the wider employee
population, and his AIP outturn at 69% was lower than the average all employee AIP outturn.
Non-Executive Directors

Base Salary/
Fee
Benefits1
Bonus

Dame
Sue Bruce

Tony
Cocker

Richard
Gillingwater
CBE

2.0%

13.1%

2.8%

Executive Directors

Peter
Lynas

Helen
Mahey
CBE

Melanie
Smith

2.3%

2.4%

2.9%

Energy and
Commercial
Director

Finance
Director

Chief
Executive

All
Employees

10.9%
5.9%
29.6%

2.8%
0.0%
21.9%

2.8%
0.0%
20.2%

6.2%
8.0%
10.3%

1

All employee benefits include car benefits, Share Incentive Plan Company contributions and medical benefits in alignment with the benefits reported for the
Executive Directors in the single total figure of remuneration on page 148 .							
Non-Executive Directors do not earn benefits or bonus.								
Three Non-Executive Directors (Crawford Gillies, Sir John Manzoni and Dame Angela Strank) are excluded from this table as they have not been in post for a full two
years to make a viable comparison.		

Relative importance of the spend on pay
The table below indicates how the earnings of Executive Directors compare with SSE’s other financial dispersals. The movement in
Executive Directors’ earnings in 2021 is explained on page 148 .

Executive Directors’ earnings1
Dividends to shareholders
Capital and investment expenditure
Total UK taxes paid (profits, property, environment
and employment taxes)2
Staff costs3
1
2
3

2016/17
£m

2017/18
£m

2018/19
£m

2019/20
£m

2020/21
£m

5.1
906.6
1,726.2

5.3
926.1
1,503.0

3.6
973.0
1,422.9

5.1
948.5
1,371.9

6.8
836.4
912.0

385.0
679.4

484.1
665.6

403.7
653.5

421.6
684.7

379.0
700.4

Calculated on the same basis as the ‘single total figure of remuneration’ table on page 148 .
Includes corporation tax, employers’ National Insurance contributions and business rates.
Staff costs for all employees, as per Note 8.1 of the accounts, excluding Executive Directors.

For every £1 spent on Executive Directors’ earnings by SSE in 2020/21, £56 was paid in tax, £103 was spent on employee costs and £134
was spent on capital and investment expenditure. In addition, £123 was made in dividend payments to shareholders for every £1 spent
on Executive Directors’ earnings.

3. Governance
External appointments
Executive Directors are able to accept a non-Executive appointment outside the Company with the consent of the Board, as such
appointments can enhance their experience and value to the Company. Any fees received are retained by the Director. Gregor Alexander
was a non-Executive Director of Stagecoach Group plc during 2020 and received £58,000 in fees. Gregor Alexander is also Chairman of
Scotia Gas Networks but receives no additional fees for this.

Payments for loss of office and payments to past Directors
There were no payments for loss of office or to former Directors during the year.

Advice to the Remuneration Committee
The Chief Executive, the Director of Human Resources and Head of Reward advised the Committee on certain remuneration matters
for the Executive Directors and senior executives although they were not present for any discussions related to their own remuneration.
The Director of Human Resources and Head of Reward advised on HR strategy and the application of HR policies across the wider
organisation.
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FIT Remuneration Consultants LLP (FIT) provided a range of information to the Committee which included market data drawn from
published surveys, governance developments and their application to the Company, advice on remuneration disclosures and regulations
and comparator group pay. FIT received fees of £64,000 in relation to their work for the Committee, calculated on a time and materials
basis. FIT are founding members of, and adhere to, the Remuneration Consultants’ Group Code of Conduct. The Code defines the
roles of consultants, including the requirement to have due regard to the organisation’s strategy, financial situation, pay philosophy, the
Board’s statutory duties and the views of investors and other stakeholders. The Committee reviews the advisers’ performance annually
to determine that it is satisfied with the quality, relevance, objectivity and independence of advice being provided. FIT provides no other
services and has no other connection to the Company or individual Directors.
Freshfields LLP also provided advice on legal matters, such as share plan rules, during the year.

Evaluation
Through the internal Board evaluation process which was carried out during the year, it was confirmed that the Remuneration
Committee continued to operate effectively. Details of the wider annual evaluation process are set out on pages 118 and 119 .

Risk assessment
The Remuneration Committee typically carries out a remuneration risk assessment on an annual basis to identify and evaluate the risks
inherent in our Directors’ Remuneration Policy. Important risk mitigators identified included the broad balance of clear financial and
non-financial performance measures, targets which are set in line with SSE’s business plans and an overall approach to pay design which
rewards the delivery of strong, yet sustainable, performance. This year’s risk assessment is deferred to an additional committee meeting
in August 2021 which will discuss all aspects the forthcoming policy review in 2022.

Shareholder voting in 2020
On 12 August 2020, shareholders approved the Annual Report on Remuneration for the year ended 31 March 2020 and the result is
shown below. Also shown below is the result of shareholder voting on the current Directors’ Remuneration Policy which was approved
at the AGM on 18 July 2019.
ANNUAL REPORT ON REMUNERATION – SHAREHOLDING VOTING IN 2020
	For – 96.61%
	Against – 3.39%

Total votes cast: 688,684,169
Votes withheld: 10,479,337

DIRECTORS’ REMUNERATION POLICY – SHAREHOLDER VOTING IN 2019
	For – 99.13%
	Against – 0.87%

Total votes cast: 680,814,523
Votes withheld: 8,425,369

Remuneration Committee
The Terms of Reference for the Committee were reviewed during 2020/21 and are available on the Company’s website (sse.com ).
In summary, the Committee determines and agrees with the Board, the Company’s framework and policy for executive remuneration
including setting remuneration for all Executive Directors, the Company Chair, the Group Executive Committee and Company Secretary.
During the year, a minor amendment was made relating to the approval of Non-executive Directors’ remuneration.
The members of the Committee and the meetings attended are set out on page 102 . The following agenda items were considered:
Meeting date

Agenda items

May 2020

Market and governance update, Executive Directors’ pensions, base salary and fee review, AIP and PSP year-end
performance, below-Board remuneration, 2020 Directors’ Remuneration Report, review of executive shareplan
leavers, 2020-22 Remuneration Committee Plan.

November 2020

Market and governance update, AIP and PSP mid-year performance update, shareholder consultation in relation
to the Energy and Commercial Director’s increased responsibilities, 2020-22 Remuneration Committee plan.

March 2021

Market and governance update, AIP and PSP performance update, Executive Directors’ salaries and the Chair’s fee,
below-Board remuneration, 2020 Directors’ Remuneration Report, Remuneration Committee terms of reference
review, 2012-22 Remuneration Committee plan, 2022 Remuneration Policy review planning, Remuneration
Committee evaluation.
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4. Implementation for 2021/22
The table below sets out how the Remuneration Committee intends to operate the remuneration policy for the year ending
31 March 2022:
Element of pay

Implementation for 2021/22

Comment

Base salary

1% increase to £923,924 for the Chief
Executive, £714,117 for the Finance
Director and £636,300 for the
Energy Director.

In line with the salary increases for the wider employee population.

Benefits

No changes proposed.

In line with the wider employee population.

Pension

Reduction in the Energy and Commercial This brings the Energy Director’s pension in line with the majority
Director’s pension allowance from 30%
of SSE employees by 1 April 2023 (see below).
to 15% accelerated to a take place over
a period of three years rather than five.

Annual Incentive Plan

No change in quantum.
No changes proposed to performance
measures which are shown in detail
on the following page.

Current measures are considered appropriate.

Performance Share Plan

No change in quantum.
No changes proposed to performance
measures which are shown in detail
on the following page.

Current measures are considered appropriate however a review
will take place during 2021/22 as part of the wider policy review.

Pension alignment
When the Energy and Commercial Director took on additional responsibility in his existing role, it was agreed that the reduction in his
pension allowance from 30% to 15% which was due to take place over five years, should be accelerated to three years. The Committee
views this as a change in contractual entitlement which brings his pension into alignment with the wider employee population, taking
service into account, by 1 April 2023. The previous and revised phased reductions are shown in the table below:
Pension allowance (% of salary)

1 April 2021

1 April 2022

1 April 2023

1 April 2024

1 April 2025

Previous phased reduction

25%

23%

21%

19%

15%

Revised phased reduction

25%

20%

15%

15%

15%

AIP performance measures 2021/22
The AIP scorecard will remain unchanged from the previous year. The performance measures are shown below.
Performance measure Dividends per Share

Cashflow

Adjusted Earnings
per Share

Personal

Stakeholders

Sustainable
Development Goals

Weighting

10%

10%

30%

15%

15%

20%

Description

Return on
investment
through payment
of dividends

Retained cashflow
and funds from
operations to
net debt

Underlying
measure
of financial
performance

To reflect those
activities which
go beyond
the normal
responsibilities
of the role

Customers,
employees
and suppliers

Contribution to the
four SDGs for 2030
For more
information see
the Sustainability
Report .

It is expected that the performance measures will be assessed on a similar basis as the 2020/21 award as set out on page 150 , with
the same level of stretch. The Committee will continue to exercise its judgement to reduce AIP awards when it believes the formulaic
assessment is not appropriate, as it has done in three of the last five years.
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PSP performance measures 2021/22
The PSP performance measures are unchanged from 2020/21 and are set out in the following table:
Total Shareholder
Return relative to
Performance measure FTSE 100

Total Shareholder
Return relative to
MSCI Europe

Adjusted Earnings
per Share growth

Dividends per
Share growth

Networks customer

10%

Business Energy
customer

Weighting

20%

20%

20%

20%

Minimum
performance

50th percentile
(25% outturn)

50th percentile
(25% outturn)

RPI (25% outturn)

RPI (50% outturn) Median ranking
(25% outturn)

Median ranking
(25% outturn)

10%

Maximum
performance

75th percentile
(100% outturn)

75th percentile
(100% outturn)

RPI +5% (80%
outturn)
RPI + 10% (100%)
outturn)

RPI +5% (100%
outturn)

1st place ranking
(100% outturn)

1st place ranking
(100% outturn)

Ahead of the Remuneration Policy review in 2022, the Committee will consider developments in market practice, corporate governance
and changes within SSE. The Committee is conscious of the differing approach to long-term incentives between the Executive Directors
who participate in the PSP and the next tiers of management who currently participate in the Leadership Share Plan which has features
which are more similar to those of a deferred bonus or a restricted share plan.

Chair’s and non-Executive Directors’ fees
Richard Gillingwater CBE stepped down from the Board on 31 March 2020. During 2020/21, he was paid a fee of £399,518. From 1 April
2021, Sir John Manzoni will take up the position of Chair of the Board with a fee of £400,000.
Last year, non-Executive Directors’ fees were increased by 2.75% in line with the wider employee population. For 2021/22, it was agreed
that fees are increased by 1% which is also in line with the wider employee population.
Chair and non-Executive Director fee levels for 2021/22 are shown in the table below. Non-Executive Directors receive a base fee plus
an additional fee for chairing a Committee or for performing the role of Non-Executive Director for Employee Engagement.
Fee

Chair
Base fee
Senior Independent Director
Audit Committee Chair
Remuneration Committee Chair
SHEAC Chair
Energy Markets Risk Committee Chair
Non-Executive Director for Employee Engagement

2021/22

£400,000
£72,686
£18,172
£18,172
£18,172
£14,529
£14,529
£10,378
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The SSE’s Directors’ Remuneration Policy (the ‘Policy’) was approved with over 99% of shareholder support at the AGM on 18 July 2019.
The full Policy is provided in the 2019 Annual Report . We believe that SSE’s directors’ remuneration policy, practice and engagement
with employees and shareholders complies fully with the UK Corporate Governance Code.
At the time the Policy was approved some of the provisions of the new UK Corporate Governance Code were not directly relevant given
the financial year, but nonetheless did feature in the Committee’s thinking when determining the Policy and how it would be operated.
For completeness, we have noted below how the Committee has address the six factors as set out in the Code:
Clarity
• Our directors’ remuneration policy is designed to be sustainable
and simple and to facilitate diligent and effective stewardship
that is vital to the delivery of SSE’s core purpose of providing
energy needed today while building a better world of energy for
tomorrow, and our strategy of creating value for shareholders
and all stakeholders.
• The Policy is an update of the previous Policy, with minimal
structural changes so is already embedded into the business
and is well understood by participants and shareholders alike.
• The Policy clearly sets out the terms under which it can be
operated including appropriate limits in terms of quantum,
the measures which can be used and discretions which could
be applied if appropriate.
• Transparency in approach has been a cornerstone of our Policy.
Detailed disclosure of the relevant performance assessments
and outcomes is provided for shareholders to consider.
Risk

Simplicity
• Our arrangements include a market standard annual incentive
and long-term share plan, each of which is explained in detail
in our Policy.
• No complex or artificial structures are required to operate
the plans.

Predictability

• Appropriate limits are stipulated in the Policy and within the
respective plan rules.
• The Committee also has appropriate discretions to override
formulaic outturns under the assessment of the variable
incentive plans.
• The Committee undertakes an annual risk review of the
Policy and its operation. Identified risks are considered with
appropriate mitigation strategies or tolerance levels agreed.
• Regular interaction with the Audit Committee and the SHEA
Committee ensures relevant risk factors are considered when
setting or assessing performance targets.
• Clawback and malus provisions are in place across all incentive
plans.
Proportionality
• Variable incentive pay outcomes are clearly dependent on
delivering the Company’s strategy.
• Performance is assessed on a broad basis, including a
combination of financial, operational and ESG which ensures
there is no undue focus on a single metric which may be at the
detriment of other stakeholders.
• The Committee also has the discretion to override formulaic
outcomes if they are deemed inappropriate in light of the wider
performance of the Company and considering the experience
of stakeholders.

• The possible reward outcomes can be easily quantified, and
these are reviewed by the Committee.
• The graphical illustrations provided in the Policy, clearly show
the potential scenarios of performance and pay outcomes
which would result.
• Performance is reviewed regularly so there are no surprises at
the end of period assessment.

Alignment to culture
• At the heart of the Policy is a focus on the long-term
sustainability of the business. This reflects the whole business
culture which is aligned to effective stewardship which creates
value for all stakeholders.
• Our incentive plans and, in particular the performance
measures used, reflect our values which means doing the right
thing, promoting fairness at work and paying our fair share.

The Remuneration Committee believes that SSE’s remuneration principles are enduring and that the existing policy sufficiently addresses
current legislation whilst maintaining adequate flexibility to withstand any recent business changes. For these reasons, it is proposed
that the policy remains unchanged in 2021/22 with the exception of the current Energy Director’s pension reduction which is to be
accelerated by two years as explained on the previous page.
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The policy is summarised below.
Base Salary
Purpose and
link to strategy

Supports the retention and recruitment of Executive Directors of the calibre required to develop the Company’s strategy.

Operation
and maximum
opportunity

Base salary is normally reviewed annually with changes effective from 1 April.

Performance
measures

Broad review of performance is included in the annual review process.

Salary increases will normally be capped at the typical level of increases awarded to other employees in the Company,
although increases may be above this level in certain circumstances.

Pension
Purpose and
link to strategy

Pension planning is an important part of SSE’s remuneration strategy because it is consistent with the long-term goals
of the business.

Operation
and maximum
opportunity

For the CEO and FD, funded final salary and top-up unfunded arrangements up to the maximum two-thirds of final
salary at age 60. From 1 April 2017, future pensionable pay increases are capped at RPI + 1%.
For the Energy Director a pension contribution or cash allowance of up to 30% of salary reducing to 15% on a phased basis
over three years (by 1 April 2023) which reflects the wider employee population taking length of service into account.
For new appointments, employer’s pension contributions are capped at 12% of base salary in line with arrangements
for SSE employees.

Performance
measures

Not applicable.

Benefits
Purpose and
link to strategy

To provide a market-competitive level of benefits for Executive Directors.

Operation
and maximum
opportunity

Core benefits – currently include car allowance, private medical insurance and health screening.
Participation in the Company’s all-employee share plans on the same terms as UK colleagues.
Relocation assistance if required.
Reimbursement of travel and business-related expenses incurred.
The cost will depend on the cost to the Company of providing individual items and the individual’s circumstances
and there is no maximum benefit level.

Performance
measures

Not applicable.
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DIRECTORS’ REMUNERATION POLICY – A SUMMARY CONTINUED

Annual Incentive Plan (AIP)
Purpose and
link to strategy

Reward Executive Directors for achievement of performance targets linked to SSE’s strategy and core purpose.

Operation
and maximum
opportunity

Maximum annual incentive opportunity is 150% of base salary for the Chief Executive and 130% of base salary for the
Finance and Energy Directors.
The award will normally be delivered:
• 67% in cash; and
• 33% in deferred shares, which will be granted as a career share award.
Career share awards will normally vest three years from the award date subject to continued employment with accrual
of dividends over that period.
The career share award will be held until the second anniversary of the cessation of the Executive Director’s
employment with the Company (irrespective of the circumstances of such cessation).
Subject to malus and/or claw back provisions.

Performance
measures

The annual incentive is normally based on a mix of financial measures and measures related to the strategic
performance of the business.
A minimum of 50% of the annual incentive will be based on financial performance.

Performance Share Plan (PSP)
Purpose and
link to strategy

Reward Executive Directors for their part in delivering the sustained success of SSE and to ensure that their interests
are aligned with those of the shareholders.

Operation
and maximum
opportunity

Maximum value of award is 200% of base salary for the Chief Executive and 175% of base salary for the Finance and
Energy Directors.
Shares are awarded which normally vest based on performance over a period of three years with an additional two-year
post-vesting holding period during which time the Executive must retain the post-tax number of shares vesting under
the award.
Subject to malus and/or claw back provisions.

Performance
measures

Awards vest based on relative total shareholder return, financial based measures and customer satisfaction.
At least 70% of the award will be based on financial and relative total shareholder return measures.

Share Ownership Policy
Purpose and
link to strategy

Align the interests of Executive Directors with those of shareholders who invest in the Company.

Operation
and maximum
opportunity

Executive Directors are expected to maintain a shareholding equivalent to two times base salary built up within a
reasonable timescale.
Normally built up via shares vesting through the PSP, deferred shares from the AIP and all employee share schemes and
Executive Directors may also choose to buy shares.
Vested career shares (which must be retained for two years post-cessation of employment) may also count towards the
Executive Director’s shareholding.

Performance
measures
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Chair and non-Executive Directors’ Fees
Purpose and
link to strategy

Reward for undertaking the role and are sufficient to attract and retain individuals with the calibre and experience to
contribute effectively at Board level.

Operation
and maximum
opportunity

The aggregate level of non-Executive Director fees shall not exceed the maximum limit set out in the Articles of
Association.
Fees are reviewed at appropriate intervals against companies of a similar size and complexity. Fees are set in a way
that is consistent with the wider remuneration policy.
The fee structure may be made up of:
• a basic Board fee or Chair fee;
• an additional fee for any committee chairship or membership; and
• an additional fee for further responsibilities e.g. Senior Independent Director, Non-Executive Director for Employee
Engagement or periods of increased activity.
Reasonable travelling and other expenses for costs incurred in the course of the non-Executive Directors undertaking
their duties are reimbursed (including any tax due on the expenses).
It is also expected that all non-Executive Directors should build up a minimum of 2,000 shares in the Company.

Performance
measures

There are no direct performance measures relating to Chair and non-Executive Director fees.

The full Policy also includes further information on:
• Performance measures and targets.
• Committee discretion.
• Legacy commitments.
• Directors’ service contracts and non-Executive Directors’ letters of appointment.
• Loss of office policy.
• Recovery provisions.
• Recruitment policy.
• Shareholders’ views.
• Remuneration engagement across the Group.
• Illustration of the Policy.
Dame Sue Bruce DBE
Chair of the Remuneration Committee
25 May 2021
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OTHER STATUTORY INFORMATION

The Directors submit their Annual Report and Accounts for SSE plc, together with the consolidated Financial Statements of the SSE
Group of companies, for the year ended 31 March 2021.
The Strategic Report is set out on pages 1 to 93  and the Directors’ Report is set out on pages 94 to 169 . The Strategic Report
and the Directors’ Report together constitute the management report as required under Rule 4.1.8R of the Disclosure Guidance and
Transparency Rules.
As permitted by section 414C(11) of Companies Act 2006 the below matters have been disclosed in the Strategic Report:
Page reference

An indication of likely future developments in the business of the Company

pages 1 to 93 

Particulars of important events affecting the Company since the financial year end

page 249 

Greenhouse gas emissions

pages 38 to 43 

Energy consumption

pages 38 to 43 

Energy efficiency action

pages 38 to 43 

Employee engagement and involvement

pages 28 to 31 and 45 to 50 

Engagement with suppliers, customers and others in a business relationship with the Company

pages 28 to 31 and 50 to 53 

A summary of the principal risks facing the Company

pages 54 to 63 

Information required to be disclosed under Listing Rule 9.8.4R is contained on the pages detailed below.
Page reference

Statement of amount of interest capitalised by the Group during the financial year

pages 211 to 212 

Details of any long-term incentive schemes

pages 144 to 165 

Results and dividends
The Group’s results and performance highlights for the year are set out on pages 22 to 23 and 64 to 77 . An interim dividend of
24.4p per Ordinary Share was paid on 11 March 2021. The Directors propose a final dividend of 56.6p per Ordinary Share. Subject to
approval at the AGM 2021, the final dividend will be paid on 23 September 2021 to shareholders on the Register of Members at close
of business on 30 July 2021.

Board of Directors
Director appointment and retirement
The Company’s Directors who served during the financial year ending 31 March 2021 are provided on pages 98 to 101 .
The rules governing the appointment and retirement of Directors are set out in the Company’s Articles of Association, the UK Corporate
Governance Code, the Companies Act 2006 and other related legislation.

Indemnification of Directors and insurance
The Directors have the benefit of an indemnity provision contained in the Company’s Articles of Association. In addition, the Directors
have been granted a qualifying third-party indemnity provision which was in force throughout the financial year and remains in force.
Also, throughout the financial year, the Company purchased and maintained Directors’ and Officers’ liability insurance in respect of itself
and for its Directors and Officers.

Political donations and expenditure
SSE operates on a politically neutral basis and does not make any donations to political parties, political organisations or independent
election candidates. During the year, no political expenditure was incurred and no political donations were made by the Group.

Accounting policies, financial instruments and risk
Details of the Group’s accounting policies, together with details of financial instruments and risk, are provided in Note 24 to the Financial
Statements and Notes A6 to A8 of the Accompanying Information.

Research and development
SSE is involved in a range of innovative projects and programmes which are designed to progressively transform the energy system.
A number of these projects and programmes are referred to in the Strategic Report in pages 1 to 93 .

Employment of disabled people
SSE has a range of employment policies which clearly detail the standards, processes, expectations and responsibilities of its people and
the organisation. These policies are designed to ensure that everyone, including those with existing or new disabilities and people of all
backgrounds, are dealt with in an inclusive and fair way from the recruiting process on through their career at SSE, whether that means
access to appropriate training, development opportunities or job progression. Further details of this approach can be found on pages 45
to 50 .
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Shares
Share capital
The Company has a single share class which is divided into Ordinary Shares of 50 pence each. The issued share capital of the Company
as at 31 March 2021, together with details of any changes during the year, is set out in Note 22 to the Financial Statements.
As at 25 May 2021, the issued share capital of the Company consisted of 1,049,144,208 Ordinary Shares. This figure includes 6,037,617
ordinary shares which are held in treasury (representing 0.58% of the Company’s issued share capital), with these shares voting and
dividend rights automatically suspended.
The Company was authorised at the AGM 2020 to allot shares or grant rights over shares up to an aggregate nominal amount equal to
£173,240,508 (representing 346,481,016 Ordinary Shares of 50 pence each excluding Treasury Shares), representing one-third of its
issued share capital. A renewal of this authority will be proposed at the AGM 2021.
The Company was authorised at the AGM 2020 to allot up to an aggregate nominal amount of £25,986,075 (representing 51,972,151
Ordinary Shares of 50 pence each and 5% of issued share capital) for cash without first offering them to existing shareholders in
proportion to their holding. A renewal of this authority will be proposed at the AGM 2021.

Transfer of Ordinary Shares
There are no restrictions on the transfer of Ordinary Shares in the Company other than certain restrictions which may from time-to-time
be imposed by law. The Company is not aware of any agreements between shareholders that may result in restrictions on the transfer of
securities and/or voting rights.

Substantial shareholdings
At 31 March 2021, the following percentage interests in the Ordinary Share capital of the Company, had been notified under Rule 5 of the
Disclosure Guidance and Transparency Rules, (‘DTR 5’). The Company is not aware of any changes in the interests disclosed under DTR 5
between 31 March 2021 and 25 May 2021.
Shareholder

Voting rights
attached to shares*

Voting rights through
financial instruments*

BlackRock, Inc.

69,555,800

6.67%

3,031,628

The Capital Group
Companies, Inc.

50,981,817

4.90%

–

UBS Investment Bank

49,558,763

4.93%

Invesco Limited

45,775,918

Caisse de dépôt et
placement du Québec

41,492,159

Total of both in %

Nature of holding

0.29%

6.96%

Indirect, Securities Lending, CFD

–

4.90%

Indirect, ADR

2,444,392

0.23%

5.17%

Indirect, Equity Options, Equity
Swaps

4.69%

–

–

4.69%

Indirect

3.98%

–

–

3.98%

Direct

* At date of disclosure by relevant entity.

Authority to purchase shares
At the AGM 2020, the Company obtained shareholder approval to purchase up to 103,944,305 of its own Ordinary Shares (representing
10% of its issued share capital) up until the earlier of the conclusion of the AGM 2021 and close of business on 30 September 2021.
The Company did not undertake any share repurchase programmes during the financial year ending 31 March 2021.
During the financial year, and up until 25 May 2021, the Company used 909,995 of the treasury shares acquired under the 2016/17 share
repurchase programme to satisfy the requirements of the all-employee Sharesave scheme.
The Directors will, again, seek renewal of their authority to purchase in the market the Company’s own shares at the AGM 2021.

Voting
Each Ordinary Share of the Company carries one vote at general meetings of the Company. Any Ordinary Shares held in treasury have
no voting rights.
A shareholder entitled to attend, speak and vote at a general meeting may exercise their right to vote in person, by proxy, or in relation
to corporate members, by corporate representatives. To be valid, notification of the appointment of a proxy must be received not less
than 48 hours before the general meeting at which the person named in the proxy notice proposes to vote. The Directors may in their
discretion determine that in calculating the 48-hour period, no account be taken of any part of a day which is not a working day.
Employees who participate in the Share Incentive Plan whose shares remain in the schemes’ trust give directions to the trustees to vote
on their behalf by way of a Form of Direction. SSE also has a Share Plan Account service with Computershare available to employees
with shares arising from a SAYE option maturity, which are voted through the nominee.
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OTHER STATUTORY INFORMATION CONTINUED

Annual General Meeting (AGM)
The AGM of the Company will be held at and broadcast from the Perth Concert Hall, Mill Street, Perth PH1 5HZ on Thursday 22 July 2021
at 12.30 pm. With continued uncertainty around the status of the pandemic and restrictions in place the Board strongly recommends that
shareholders do not attend the AGM in person, but instead make use of the electronic facilities on offer to join remotely. Details of the full
arrangements for the AGM, resolutions to be proposed, how to vote and ask questions are set out in the Notice of Annual General Meeting
2021 which accompanies this report for shareholders receiving hard copy documents, and which is available at sse.com  for those who
elected to receive documents electronically.

Articles of Association changes
A Special Resolution will be proposed at the AGM to adopt new Articles of Association of the Company (New Articles). In adopting
the New Articles, the opportunity has been taken to update the Company’s existing Articles of Association (Existing Articles) to reflect
changes to the Companies Act 2006 and the UK Corporate Governance Code requirements and developments in market and industry
practice since the Existing Articles were adopted on 22 July 2010. Full details of changes can be found in the Notice of the Annual
General Meeting 2021 which accompanies this report for shareholders receiving hard copy documents, and which is available at
sse.com  for those who elected to receive documents electronically.

Change of control
The Company is party to several agreements that take effect, alter or terminate upon a change of control of the Company following
a takeover. At 31 March 2021, change of control provisions were included in agreements for committed credit facilities, EIB debt, US
Private Placements, Senior Bonds and Hybrid instruments. The Company is not aware of any other agreements with change of control
provisions that are significant in terms of their potential impact to the business.

Disclosure of information to the auditor
Each of the Directors who held office at the date of approval of this Directors’ Report confirms that, so far as each Director is aware,
there is no relevant audit information of which the Company’s Auditors are unaware and each Director has taken all the steps that ought
to have been taken in his or her duty as a Director to make himself or herself aware of any relevant audit information and to establish that
the Company’s Auditors are aware of that information.

Related party transactions
Related party transactions are set out in Note A5 of the Accompanying Information.
The Directors’ Report set out on pages 94 to 169  has been approved by the Board of Directors in accordance with the Companies Act
2006.
By order of the Board
Sally Fairbairn
Company Secretary
25 May 2021
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES
IN RESPECT OF THE ANNUAL REPORT AND THE FINANCIAL STATEMENTS

The Directors are responsible for preparing the Annual Report and the Group and parent Company financial statements in accordance
with applicable law and regulations.
Company law requires the Directors to prepare Group and parent Company financial statements for each financial year. Under that law
they are required to prepare the Group financial statements in accordance with International Financial Reporting Standards adopted
pursuant to Regulation (EC) No 1606/2002 as it applies to the European Union and applicable United Kingdom law, and have elected to
prepare the parent Company financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law) including Financial Reporting Standard 101, ‘Reduced Disclosure Framework’.
Under company law the Directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs of the Group and parent Company and of their profit or loss for that period. In preparing each of the Group and parent
Company financial statements, the Directors are required to:
• select suitable accounting policies and then apply them consistently;
• make judgements and estimates that are reasonable, relevant and reliable;
• state whether they have been prepared in accordance with applicable accounting standards;
• assess the Group and parent Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and
• use the going concern basis of accounting unless they either intend to liquidate the Group or the parent Company or to cease
• operations, or have no realistic alternative but to do so.
The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the parent Company’s
transactions and disclose with reasonable accuracy at any time the financial position of the parent Company and enable them to ensure
that its financial statements comply with the Companies Act 2006. They are responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error, and
have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Group and to prevent and
detect fraud and other irregularities.
Under applicable law and regulations, the Directors are also responsible for preparing a Strategic Report, Directors’ Report, Directors’
Remuneration Report and Corporate Governance Statement that complies with that law and those regulations.
The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the Company’s
website. Legislation in the UK governing the preparation and dissemination of financial statements may differ from legislation in
other jurisdictions.

Responsibility statement of the Directors in respect of the annual financial report
We confirm that to the best of our knowledge:
• the financial statements, prepared in accordance with the applicable set of accounting standards, give a true and fair view of the
assets, liabilities, financial position and profit or loss of the Company and the undertakings included in the consolidation taken as a
whole; and
• the strategic report includes a fair review of the development and performance of the business and the position of the issuer and the
undertakings included in the consolidation taken as a whole, together with a description of the principal risks and uncertainties that
they face.
We consider the annual report and accounts, taken as a whole, is fair, balanced and understandable and provides the information
necessary for shareholders to assess the Group’s position and performance, business model and strategy.

Alistair Phillips-Davies		
Chief Executive			
25 May 2021

Gregor Alexander
Finance Director

SSE plc Annual Report 2021

169

