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Insurance

We use insurance to transfer risks which we cannot fully mitigate.
Our comprehensive insurance programme covers all of our assets
and insurable risks. We are advised by our insurance brokers,
Marsh, who report to the Risk Committee on an annual basis.
We have a long-standing relationship with our insurers, RSA,
who perform regular reviews of our properties that aim to identify
risk improvement areas.
During 2020, the insurance market hardened with insurers reducing
the amount of capacity they are willing to allocate to any one risk.
This resulted in an overall capacity contraction, conservative
underwriting and a significant rise in premiums. The largest
insurance risk for Derwent London relates to construction and
Directors’ & Officers’ insurance as both current policies expire in
2021 and we are expecting to see premiums increase due to current
market conditions.
In respect to Property Owners insurance, we were pleased to arrange
a new Long Term Agreement in March 2020, which means that both
Derwent London, and our occupiers, will not suffer any significant
premium increases during 2021.
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Compliance training

Since May 2019, the Risk Committee has operated a training
programme which provides refresher training on a range of risk
and compliance topics (including anti-bribery and corruption,
data protection and modern slavery) to all employees and members
of the Board.
At the launch of each training topic, an introductory email is sent to
participants advising them of why the training is important and links
to further information (including Company policies and guidance
notes). The training is accessed via an online portal and each topic
takes approximately 30 to 60 minutes to complete.
The topics covered during 2020 included:

• anti-money laundering;
• competition law;
• fraud awareness; and
• cyber security.
The Committee were pleased with the level of engagement from
employees for the new compliance programme with on average
95% of all participants (inclusive of the Board) completing each
training module.
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Board training in 2020

Risk tolerance

Like any business, we face a number of risks and uncertainties. An overview of the Group’s risk profile is available on pages 84 to 99.
The Group’s risk tolerance is set by the Board and is the level of risk we are willing to accept to achieve our strategic objectives. During 2020,
the Board added climate change resilience to its Risk Appetite Statement and set its risk tolerance as low.
Our overall risk tolerance is low and is contained in our Risk Appetite Statement (see the table below for an overview of this statement).
This tolerance, alongside our culture, informs how our staff respond to risk. Due to our open and collaborative working style, any potential
problem, risk or issue is identified quickly so appropriate action can be taken.
Category

Risk tolerance

Operational

Operational risks include health and safety risks, continuity of the IT system
and retention of the senior management team.

Financial

Other than market-driven movements that are beyond the Group’s immediate
control, the Group will not generally accept risks where it is probable that:
• Asset values decline by more than £100m from the Group’s annual budget.
• EPRA profit before tax deviates by more than £5m from the Group’s
annual budget.
• Cost overruns occur on capital projects of more than 5% of the approved
capex budget.
• The Group’s interest cover ratio will fall to within 20% of the level set in the
Group’s borrowing covenants.
It is recognised that inherent market risk may result in these financial
tolerances, in particular the assets limit, being exceeded. The Board accepts
this market risk but seeks to manage and mitigate its impact where possible.
The Group has a low tolerance for risk in connection with reputational risk. In
particular, this level of risk tolerance relates to any action that could adversely
affect the Derwent London brand.
The Group’s tolerance for regulatory risk arising from statute or the UK
Corporate Governance Code and from adherence to ‘best practice’ guides.

Reputational
Regulatory
Zero:

The Board has a zero tolerance to risk-taking

Low:

The Board is not willing to take any significant risks

Medium:

The Board is willing to take measured risks if they are identified, assessed and controlled

High:

The Board is willing to take significant risks

Health and safety
IT continuity
Staff retention
Climate change resilience
Other operational risks
REIT status
Credit rating
Decrease in asset value (>£100m)
Profits (£5m)
Cost overruns (>5%)
Interest cover (<20%)

Brand value
Statutory
Governance

Zero
Low
Medium
Low
Medium
Low
Low
Medium
Medium
Medium
Medium

Low
Zero
Low

