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SUSTAINABILTY
Our Progress
McKay Securities is pleased to present the Group’s
sustainability activities and performance for the year
to 31st March 2016 – a positive year on all key fronts.
Our approach to sustainability
Operating in a responsible and sustainable manner is central
to protecting and adding long term value to the business.
Sustainability is a core element of the Group’s strategy to
deliver quality business space that is attractive to both owners
and occupiers, ensuring it maintains compliance with legislation
and meets best practice asset management and development
standards.
During the financial year ending 31st March 2016, the Group
continued to progress its ambitious sustainability strategy focused
on delivering across three areas: managing sustainable buildings,
creating sustainable buildings and engaging stakeholders.
This strategy aims to address the most material risks and
opportunities associated with its core business activities.
Targets are set at the beginning of the financial year for each
of the three areas to drive improvement in the Group’s overall
sustainability performance.

McKay Securities PLC is the only Real Estate
Investment Trust (REIT) focused entirely on
South East England and London. It specialises
in the development and refurbishment of
quality commercial buildings within established and
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The Group has successfully met 93% of its 2016 targets in the
year under review, whilst a further 7% are currently in progress.
There is one further existing target with a revised end date of 2017.
The Group is committed to continually improve its sustainability
performance and has outlined 20 more targets as a focus of
activity for each of its three sustainability objectives in the year
to 31st March 2017 (see page 5).

The Group’s sustainability advisor, JLL, has provided ongoing
support to implement the strategy and review progress made
against the sixteen targeted actions for the year under review.

Managing sustainable buildings
Objective: To add value to the Group’s portfolio by improving
the efficiency of the buildings and reducing their environmental
impact.

The Group’s sustainability objectives

The Group’s business strategy is focused on maintaining and
enhancing its portfolio of properties to maximise income and capital
return. This approach to active asset management forms the core
of its day-to-day activities and is the area in which the Group has
the most significant ongoing environmental and social impacts.

MANAGING
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CREATING
SUSTAINABLE
BUILDINGS

ENGAGING
OUR
STAKEHOLDERS

To achieve best practice
green building standards
in order to deliver
quality buildings

To maintain an active dialogue
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about sustainability
performance

Since the launch of its sustainability strategy in 2013, the Group
has made significant progress in implementing sustainable
practices across its entire business. Notable achievements include:
●

Establishing a baseline for energy use, carbon emissions,
water use and waste generation and using this information
as a starting point for setting improvement goals and targets.

●

Implementing resource reduction strategies at the Group’s
six most resource-intensive assets.

●

Developing sustainable clauses for its lease precedent and
a fit-out guide to encourage occupiers to adopt sustainable
practices as part of any works during occupation of the
property.

Sustainable asset management is synonymous with best practice
asset management and the Group is continually looking to improve
the environmental performance of its portfolio in the strong belief
that this will contribute to its short, medium and long term value.
For the year to 31st March 2016, the Group set nine targets
relating to this objective:
Energy and Water Targets

Status

Continue to deliver an energy and water
reduction programme at its major energy
and water consuming properties

Achieved

Achieve a 6% reduction in like-for-like
landlord controlled electricity
consumption by the end of March 2016
against a 2013/14 baseline

Achieved

Achieve a 6% reduction in like-for-like
landlord controlled gas consumption
(adjusted for heating degree days)
by the end of March 2016 against a
2013/14 baseline

Achieved

Achieve a 6% reduction in like-for-like
landlord controlled carbon emissions
by the end of March 2016 against a
2013/14 baseline

Achieved

Achieve a 5% reduction in like-for-like
Achieved
landlord controlled water consumption
by the end of March 2016 against
a
Prospero
House
2013/14 baseline
Redhill
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During 2015, the Group continued to develop and implement
resource reduction strategies for its six most resource-intensive
assets (which together account for approximately two-thirds of
total energy use). The six assets enrolled on the programme are:
The Mille, Brentford; Bartley House, Hook; Corinthian House,
Croydon; Mallard Court, Staines-upon-Thames; One Crown Square,
Woking and Portsoken House, EC3. A table illustrating their
performance is shown below.
Asset

Year to March

CRC Liabilities

2013
2014
2015
2016

£60,660
£34,344
£68,449
£61,837 (estimated)

The fall in the Group’s CRC liabilities during the year to
31st March 2014 and the rise seen thereafter, is mainly
due to changes in the nature of the Group’s portfolio; in particular,
the sale of one major property in 2013 and the subsequent
purchase of eight new properties during 2014/15.

kWh consumption
(Jan-Dec, 2014)

kWh consumption
(Jan-Dec, 2014)

% change
in energy
consumption

Bartley House

592,961

594,140

0.2%

Corinthian House

801,081

781,699

-2.4%

1,693,840

1,470,402

-13.2%

Absolute water consumption decreased by 1.8% in the 2015/16
financial year, whilst on a like-for-like basis there was a 7%
reduction, with corresponding cost savings of £1,290.

Mallard Court

438,324

391,147

-10.8%

Waste Target

Status

Portsoken House

795,954

790,704

-0.7%

Maintain 100% waste diverted
from landfill

Achieved

2,834,998

2,883,542

1.7%

One Crown Square1

The Mille

1
Data for this asset is only available from April 2014. The % change figure is therefore
provided on a like for like basis (April-December 2014 vs April-December 2015) .

For each asset, practical and actionable energy-saving measures
have been identified. Where appropriate these have been
implemented and the Group is already seeing positive results.
Energy use has declined at two thirds of the assets in the
programme, and in some cases there have been substantial
reductions. For example, at One Crown Square, Woking, energy
use dropped by over 13% when compared to the same period the
previous year, following the upgrading of the existing light fittings
to LEDs with PIR (Passive Infrared) controls and a review of the
HVAC building control system. At The Mille, Brentford lighting to
the internal common areas has been upgraded to LED together
with the installation of PIR’s on the staircases during the year under
review and the Group has seen electricity use drop by 13% in the
first three months of 2016, compared to the same period in 2015.
Over the last two years, energy consumption has reduced across
the whole portfolio in both absolute terms and like for like terms
against the targets set. Absolute energy use has fallen by 9.2%
to 10,327,802 kWh; this is in part due to changes in the nature
of the portfolio since the baseline year of 2013/14, with some of
the largest consuming assets no longer in the calculations, but also
achieving efficiency savings across a large proportion of assets
under the Group’s operational control. However, on a like-for-like
basis (and taking account of heating degree days in the gas
consumption trend calculations), energy consumption was reduced
even further – by 10.5% from 5,819,251 kWh to 5,208,231 kWh,
equivalent to a £26,399 reduction in running costs.
With further energy saving projects across the portfolio being
progressed, the Group expects to see further reductions in energy
use over the coming years.
Energy data collected has been used to produce the Group’s
mandatory carbon reporting and CRC liability calculations.

2

The Group’s CRC liabilities are

Total waste generation in the 2015/16 financial year was
297.9 tonnes2, 100% of which was diverted from landfill,
which was a positive outcome for the Group’s second
full year of data collection.
2
For 6 assets, March 2016 data was estimated in the absence of that month’s data.
For a further 2 assets, January-March 2016 data was estimated.

Occupier Engagement Targets

Status

Develop green lease clauses for
incorporation into all new leases from
1st January 2016 onwards (including a
provision to prevent tenants negatively
impacting the EPC rating)

Achieved

Develop occupier fit-out guidance to
encourage retention of sustainability
benefits of the base build in operation

Achieved

One of the Group’s key objectives has been to work with occupiers
to improve sustainability across the portfolio. Sustainability clauses
have been included within the Group’s lease precedent. Through
these provisions the Group aims to work with occupiers to develop
joint plans to improve the sustainability of its assets. These clauses
help ensure that any sustainability features incorporated into the
buildings’ base build are not impacted by an occupier’s activity,
which may in turn have an adverse impact on the buildings’ Energy
Performance Certificate (EPC) rating.
This year the Group has also produced a fit-out guide, including
guidance on sustainability for occupiers undertaking works.
The aim is to ensure that an occupier’s fit-out complements
the base build and minimises conflict with the building’s operational
performance. The guide also highlights further sustainability
improvements and the aspects of a fit-out which can have a
positive influence on occupier health and wellbeing.
EPC Risk Targets

Status

Review EPC risk associated with new
purchases and plan out improvement
works as necessary

Achieved

Over the last few years the Group has put significant effort into
understanding and mitigating its portfolio EPC risk. The Energy Act
2011 will make it illegal to let any properties with an EPC rating of
F or G from 2018. Whilst this will represent a significant challenge
for many property owners, the Group has put itself in a very strong
position, having taken a proactive approach to managing this risk;
only 1% by ERV of the assets within the portfolio are currently
rated F or G. The Group will continue to manage EPC risk through
the implementation of ongoing improvement plans at all higher
risk properties, including for the coming period E rated assets,
to ensure this does not adversely impact on its business activities
post 2018.
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Data Note: The above chart and table excludes 11 buildings or part buildings
comprising 23% of the total portfolio ERV as they form part of the Group’s current
refurbishment and development programme and will achieve EPC ratings above
the minimum threshold post the works.

Creating Sustainable Buildings
Objective: To achieve best practice green building standards in
order to deliver quality buildings.
The refurbishment and development of buildings are key
intervention points for incorporating sustainability requirements
and standards. For the year to 31st March 2016, the Group set
four targets relating to this objective:
Green Building Targets

Status

A minimum requirement for BREEAM
Very Good and an EPC rating of C will
be set on all new developments and
major refurbishments

Ongoing

Investigate the opportunities and costs
(feasibility) of achieving zero carbon for
a new development

Achieved

Monitor the compliance of contractors
with development sustainability
requirements and trial the collection of
environmental performance data from
one construction site

In progress

Pilot a post-occupancy assessment of
the performance of a completed
development which includes a review
of sustainability performance

2017 deadline

The comprehensive refurbishment of 9 Greyfriars Road, Reading
(39,925 sq ft) is targeting BREEAM Excellent and an EPC rating
of A; if achieved the building will be the first in Reading to hold
both of these green building credentials. This highly sustainable
office building will not only have much lower operating costs when
compared to an average office building, it has also been carefully
designed to incorporate features that positively enhance occupier
wellbeing and productivity such as a roof terrace, secure bike
storage, showers and lockers.
A similar approach to design has been taken at the Group’s
48,000 sq ft new office development in central Redhill, being
marketed as Prospero. The Group has again targeted BREEAM
Excellent and an EPC A rating.

Portfolio EPC ratings by % ERV

No EPC held

The Group’s development activities have been focused on three
major projects for the year ending 31st March 2016. These are
all targeting BREEAM Very Good or better.

Following occupation of these buildings, post-occupancy
monitoring will be carried out to gather data and insights on the
buildings’ performance in use. A comprehensive set of indicators
has been developed by the Group to ensure that the office space
it creates is not only environmentally efficient but also enhances
occupier wellbeing and business efficiency. For this reason, the
target relating to post-occupancy assessments has been extended
to 31st March 2017.
Meanwhile, demolition work is underway at 30 Lombard Street,
EC3. The existing 1960’s building is to be replaced with a new
high quality office building in keeping with this prime City location
and is programmed for completion in mid-2018. A ‘SmartWaste’
system is to be piloted to track performance against a range of
environmental indicators including the amount of construction
waste reused or recycled.
During the year under review, the Group investigated the potential
for introducing photovoltaic (PV) systems at Corinthian House,
Croydon and Mallard Court, Staines-upon-Thames to reduce
running costs to the common building areas, as well as its three
major developments. Consultants were commissioned to estimate
how much energy could be generated by installing PV on all
suitable roof areas as well as potential carbon and cost savings.
Following this review a decision has been taken to install
1,400 sq ft of solar PV at Prospero.
Engaging stakeholders
Objective: To maintain an active dialogue with key
stakeholders about sustainability performance.
The Group’s ability to deliver on its business and sustainability
endeavours is, in part, dependent on its ability to communicate,
support and gather feedback from its stakeholders. The Group’s
key stakeholders are its employees, occupiers, shareholders,
financial providers, suppliers and communities. For the year
under review, three targets were set in relation to engaging
with these stakeholders.
The Group remains committed to providing stakeholders with
a clear, transparent and balanced account of its sustainability
journey, and it recognises the benefits that this offers customers,
stakeholders and the Group itself.
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Occupier Engagement Target

Status

Develop and roll out a customer
satisfaction survey which includes
sustainability questions

Achieved

Openness and transparency is helping to transform the way in
which the Group operates, by strengthening its relationships
with customers and stakeholders, and supporting the improvement
of its product and service. This year the Group launched its
first independent customer satisfaction study to gain insight into
the issues that are important to its occupiers. Whilst the survey
revealed moderately high levels of overall satisfaction have been
achieved, it also identified scope to raise satisfaction levels across
a range of services and the Group is drawing up an action plan.
The study also revealed that the majority of occupiers (65%) think
it important or very important that the building meets sustainability
requirements and would welcome further initiatives to encourage
more sustainable business practices, such as recycling.
Investor Engagement Target

Status

Improve our GRESB score relative
to 2014/15

Achieved

The Group seeks to maintain an open dialogue with investors
and has participated in the key investor-led sustainability survey
for the real estate sector, the Global Real Estate Sustainability
Benchmark (GRESB), to enable its performance to be compared
with that of its peers. Having trialled participation in 2014, the
Group participated fully in 2015, with its score improving
materially in just 12 months, achieving a score just short
of the coveted Green Star status. An action plan has been
put in place to work towards securing this status for 2016.
The Group also communicates its sustainability efforts to
investors through its annual reporting and investor presentations.
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Employee Engagement Target

Status

Organise green building tours for
employees which build sustainability
awareness

Achieved

To help develop the Group’s property team’s understanding of
current sustainability issues, tours of some of London's most
sustainable buildings were undertaken during the period.
Employees have been able to hear more about lessons learned,
and how these lessons can be applied to help achieve sustainable
outcomes on the Group’s own projects.
While not covered specifically through its sustainability targets,
Health and Safety (H&S) is a critical element of the Group’s
engagement programme. The Group engages with occupiers,
employees and suppliers on H&S. Implementation of its policy
and procedures continues on the basis of statutory compliance
as an absolute minimum and where considered beneficial to the
business, enhanced by best practice.
The Group’s H&S Policy and Procedures were updated during
the period under review to reflect legislation and latest best
practice; a copy of the General Statement is available on the
Group’s website and is being shared with suppliers and
employees. Implementation of the Group’s H&S is managed
by the Safety Management Group (SMG), which is chaired by
Steven Mew. The SMG meets monthly where it reviews any
legislative changes that may affect the Group and its portfolio
and takes appropriate action on any risks highlighted to actively
reduce the Group’s risk profile. A programme of health and safety
training has been implemented for employees, alongside a
programme of training with the Group’s contractors and
consultants to ensure they are working to the same standard.
For the period to 31st March 2016, there has been one accident
of a nature reportable to HSE.
The Group’s main community engagement takes place through
the planning process and its community investment activities.
These community investment activities are co-ordinated by its
Charity Committee, and focus on supporting local, children’s
charities. For the year ending 31st March 2016, the Group
made a total of £28,915 in charitable donations. This represents
0.4% of adjusted profit before tax (0.5% in 2015).

2016/17 Sustainability Targets
Building upon results achieved this year, the Group has established
20 new sustainability targets for the year to 31st March 2017.

Managing Sustainable Buildings
Target

Deadline

Target

Deadline

Electricity consumption: 1 Year Target – achieve a 4% annual
reduction in like-for-like landlord controlled consumption by the
end of March 2017, relative to a 2015/16 baseline.

March
2017

Waste: 1 year Target – increase recycling rate to 41% for
managed waste by March 2017, across all properties for which
the Group has management control.

March
2017

Electricity consumption: 4 Year Target – achieve a 16%
reduction in like-for-like landlord controlled consumption by the
end of March 2020, relative to a 2015/16 baseline.

March
2020

Waste: 4 Year Target – improve recycling rate to 52% for
managed waste by March 2020, in line with the Real Estate
Environmental Good Practice Benchmark (REEB).

March
2020

Gas consumption: 1 Year Target – achieve a 4% annual
reduction in like-for-like landlord controlled consumption
(adjusted for heating degree days) by the end of March 2017,
relative to a 2015/16 baseline.

March
2017

Waste: Engage with occupiers to facilitate improved resource
recycling rates.

March
2017

Continue to implement energy and water efficiency measures at
the Group’s major energy and water consuming assets.

March
2017

Gas consumption: 4 Year Target – achieve a 16% reduction in
like-for-like landlord controlled consumption (adjusted for
heating degree days) by the end of March 2020, against a
2015/16 baseline.

March
2020

For landlord procured energy, investigate the cost of switching
100% to a low carbon energy tariff.

March
2017

Carbon emissions: 1 Year Target – achieve a 4% annual
reduction in like-for-like landlord controlled emissions by the
end of March 2017, relative to a 2015/16 baseline.

March
2017

Where there is landlord access to energy, water and waste data
(either through landlord-controlled utility purchase, smart meters
or occupier willingness to share data), monitor environmental
performance of new developments and major refurbishments
once in operation.

March
2017

Carbon emissions: 4 Year Target – achieve a 16% reduction in
like-for-like landlord controlled emissions by the end of March
2020, against a 2015/16 baseline.

March
2020

Implement occupier fit-out guidance to encourage retention of
sustainability benefits of the base build in operation.

March
2017

Water consumption: 1 Year Target – achieve a 3% reduction in
like-for-like landlord controlled consumption by the end of
March 2017 against a 2015/16 baseline.

March
2017

Engage with occupiers who have green lease clauses to ensure
their effectiveness.

March
2017

Water consumption: 4 Year Target – achieve a 12% reduction
in like-for-like landlord controlled consumption by the end of
March 2020, against a 2015/16 baseline.

March
2020

Continue to review EPC risk associated with new purchases and March
2017
identify improvement works for any assets with an E rating or
lower.

Waste: Maintain 100% of operational waste diverted from
landfill for landlord managed portfolio.

March
2017

Engaging Stakeholders

Creating Sustainable Buildings
Target

Deadline

Target

Deadline

Install smart meters at all new developments and major
refurbishments starting on site from April 2016.

March
2017

Maintain or enhance GRESB performance relative
to 2015.

March
2017

Continue to monitor the compliance of contractors with
development sustainability requirements, and continue
to trial the collection of construction-related environmental
data from at least one development project in 2016/17.

March
2017

Provide sustainability training for employees,
including annual sustainable building tours.

March
2017

Develop and implement an action plan based on
outcome of recent customer satisfaction survey.

March
2017

Ensure all new developments and major refurbishments
achieve minimum BREEAM Very Good and an EPC rating
of at least C.

March
2017

Pilot a post-occupancy assessment of the performance of
one building which includes a review of sustainability
performance.

March
2017
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FURTHER STRENGTHENING
OUR SUSTAINABILTY APPROACH

Mandatory reporting requirements
As a responsible company the Group complies with all annual
environmental and social corporate reporting requirements.
Beyond compliance, McKay is committed to transparent
reporting to its stakeholders, seeking to measure and
improve performance on a range of aspects.
The Group’s carbon footprint
Under the Companies Act 2006 (Strategic and Directors’ Reports)
Regulations 2013, quoted companies are required to report their
annual emissions in their Directors’ report. This Mandatory
Greenhouse Gas Emissions Reporting statement covers the
reporting period 1st April 2015 to 31st March 2016 and has been
prepared in line with the main requirements of the Greenhouse
Gas (GHG) Protocol Corporate Accounting and Reporting
Standard and ISO 14064-1:2006.
Sources of Greenhouse Gas Emissions
Scope 1

2015/16
(est)
tCO2e

2014/15
(actual)
tCO2e
968

Energy

Gas (EPRA sBPR fuels – Abs)

719

Fugitive
emissions

Refrigerant emissions

de minimis N/A

Energy

Landlord–controlled electricity
(EPRA sBPR Elec Abs)

1,442

Landlord–obtained energy
(if sub–metered to occupiers),
all transmission and distribution
losses, and occupier-obtained
energy where applicable and
tenant has provided data
(EPRA sBPR Elec – Abs)

1,707

1,958

3,868

4,740

272

480

Policy on diversity
When considering recruitment the Committee considers all aspects
of diversity, including gender. The Committee considers that the
right balance of skills and experience are key to an effective
Board and therefore all candidates are considered on merit and
no diversity targets are set.
The gender diversity of the Company is set out below:
Gender diversity of the Company
Year to 31st March 2016

Board
M

Senior
Management

M

Other
Employees

Scope 3

Energy

1

2

3

4

5
Male

Total

tCO2e / £m Adjusted profit before tax
(Scopes 1 and 2 only)

6

M

7

8

Female

9

F

1,814

Intensity

Data qualifying notes

6

F

M

0

Scope 2

F

●

This is the Group’s third year of disclosure under the Mandatory
Greenhouse Gas Emissions Reporting regulations.

●

The Group’s emissions for 2014/15 have been restated due to
Q4 2014/15 data not being available at the time of reporting in
2015; this final period of data will always need to be estimated.
As a result of this restatement, the total emissions for 2014/15
have increased and the level of estimation has decreased from
32% to 5%.

●

For 2015/16, 30% of energy consumption, and therefore carbon
emissions, is estimated. Q1 2016 accounts for 67% of this
estimated data.

●

The majority of the balance comes from 30 Lombard Street, EC3 where
data has been estimated while the major development project proceeds.

●

An operational control consolidation approach has been adopted,
together with emissions factors from the UK Government Conversion
Factors for Company Reporting 2015.

●

Within Scope 1 emissions, refrigerant-related emissions for the period
were calculated as de minimis, due to very minimal refrigerant top-ups
being recorded for this time period, and there were no such top-ups
at all in the previous year (owned fleet does not apply).

●

Adjusted profit before tax value as reported in 2015/16
financial statements – page 70 of the 2016 Annual Report
and Financial Statements.

Formalising further commitments
In addition to the updated Health & Safety policy and Diversity
policy already referenced, the Group has also implemented
two new policies this year. The Community Policy, in particular,
covers the Group’s engagement at corporate level with local
charitable organisations and at asset level with local communities,
before and during construction activities. The Responsible
Procurement Policy covers procurement decisions in all
areas of operation, from McKay’s corporate office through
to property management activities and construction supply
chains. To read the two new Policy documents in full and for
further information on the Group’s Sustainability programme
and performance, please go to the Group’s website.

