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Dear Mr Cellurale 

CP20/3: Proposals to enhance climate-related disclosures by listed issuers and clarification of existing 
disclosure obligations 

Deloitte LLP (Deloitte UK) is pleased to respond to the FCA’s consultation paper 20/3 Proposals to enhance 
climate-related disclosures by listed issuers and clarification of existing disclosure obligations (“the CP”).  

Deloitte Touche Tohmatsu Limited’s (DTTL’s) Global CEO, Chairman and CFO are signatories to the 
statement of support for the Task Force on Climate-related Financial Disclosures (TCFD) and DTTL was 
actively involved in its work through our colleague Eric Dugelay, a member of the TCFD.  

Climate change is an undiversifiable risk, which requires an immediate and urgent response. It is essential 
for businesses to integrate consideration of climate-related risks into their existing operations. Corporate 
reporting in line with TCFD recommendations can play an important role in achieving that outcome.  

TCFD is market-driven and investor-focused, and is recognised as an appropriate framework by the 
International Organization of Securities Commissions (IOSCO) globally and by the European Securities and 
Markets Authority (ESMA) in the EU. It is an important contribution to developing global sustainability-
reporting standards for climate-related information. In recent weeks we have seen significant steps made 
by IOSCO and the IFRS Foundation. Furthermore, leading international sustainability standard setters and 
frameworks have published a statement of intent to work towards a comprehensive corporate reporting 
system and issued an open letter to call on IOSCO to take a leadership position in creating the standard-
setting architecture that would deliver a global climate reporting standard that incorporates TCFD 
recommendations. This global direction of travel should be taken into account in the development of any 
UK climate-related disclosure requirements. Therefore we believe that the introduction of a rule regarding 
TCFD should be considered a short-term measure which aims to encourage those businesses in scope to 
embed climate-related considerations into their operations and prepare for mandatory compliance with a 
reporting standard in coming years.  

For this reason, we recommend that the rule does not ‘hard wire’ specific elements of TCFD into the rule, 
as these could be updated as TCFD moves to a global standard. Instead we suggest that it should 
reference application of the TCFD recommendations in the round. Experience of existing Listing Rules 
relating to the UK Corporate Governance Code shows that the time lag to consult on an FCA rule change 
every time the Code changes can discourage early adoption by issuers. 

1 October 2020 

Federico Cellurale 
Financial Conduct Authority 
12 Endeavour Square 
London E20 1JN 

 

By email: cp20-03@fca.org.uk 

https://29kjwb3armds2g3gi4lq2sx1-wpengine.netdna-ssl.com/wp-content/uploads/Statement-of-Intent-to-Work-Together-Towards-Comprehensive-Corporate-Reporting.pdf
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Regarding the rule itself, we believe all companies should be thinking about climate. We recognise that 
many companies are a good way along the journey in doing so but a significant number are not. We 
consider that a “comply or explain” approach may not have the effect of driving adoption of the 
recommendations; as it stands, a company may comply with the draft rule by repeatedly explaining non-
compliance. Also, as TCFD is a set of recommendations rather than a reporting standard, it may prove 
challenging to determine what compliance might look like in some respects. It may be more valuable to 
require reporters to explain how they have had regard to TCFD; to what extent they have adopted and 
made disclosures according to the recommendations of TCFD; and, where necessary, the plans they have 
to adopt further recommendations in future years. This will not only allow investors to hold directors to 
account now, but also in future if insufficient progress is made.  

Given the need for urgent action to stand any chance of meeting the Government’s target to be carbon 
neutral by 2050, we think issuers should be reporting progress now. Therefore, despite the extension of 
the consultation period, we believe that the new rule should take effect for periods commencing on or 
after 1 January 2021; we suggest that the Technical Note relating to current requirements also encourage 
early adoption of the new rule.  

In the long term, we believe reporting of climate related information in line with TCFD recommendations 
or subsequent climate reporting standards should be required for all large economic enterprises – 
including both users and providers of financial capital. A rule for commercial premium-listed issuers is a 
good start; further rules for other issuers, larger private companies (perhaps those for whom a Statement 
of Corporate Governance Arrangements is required), and for major investors should follow. We encourage 
the FCA to work with the Prudential Regulation Authority (PRA), the Pensions Regulator (tPR), the 
Department for Business, Energy and Industrial Strategy (BEIS) and other UK regulators to ensure a 
consistent and joined-up approach to the introduction of climate-related reporting requirements across 
the various types of entity within the regulators’ respective remits.  

Finally, we support the provision of guidance to issuers about how the current regulatory regime applies 
to climate change-related risks and encourage the FCA to finalise and publish the Technical Note as soon 
as possible so that it is available for December 2020 year-end reporting. 

Our responses to the specific questions raised in the CP are in the Appendix to this letter. Please do not 
hesitate to contact us if you would like to discuss any of the issues raised in our response. 

Yours sincerely  

 

Veronica Poole    
UK National Head of Accounting and Corporate Reporting  
Deloitte LLP    
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Appendix – Responses to detailed consultation questions 

1. Do you agree that our new rule should apply only to commercial companies with a premium listing, at 
least initially? If not, what alternative scope would you consider to be appropriate, and why? 

We agree that the initial scope of the new rule should be commercial companies with a premium listing. 
Many such companies are already progressing towards adoption or have already fully adopted the 
recommendations. They will therefore be well placed to prepare detailed disclosures under the rule which 
will, in turn, promote better practice more widely; those that are not should be taking swift steps to do so 
for their FY21 annual report.  

In due course, we support expansion of the scope; a good next step may be to expand the requirement to 
encompass those businesses which undertake significant investment decisions on behalf of others – for 
example those asset managers and life insurers required to report on their investment strategies and 
engagement policies under the Shareholder Rights Directive II (SRD II), together with premium-listed 
investment companies under Listing Rule (LR) 15 and LR 16, who are well placed to influence positive 
behaviours and drive the move towards a low carbon economy.  

Subject to further consultation, we see no reason why the scope could not be further extended to all 
companies with a standard listing for periods commencing on or after 1 January 2022, perhaps 
considering whether those standard listed entities that are subsidiaries of premium-listed entities that are 
already reporting under the rule could be exempt. Most of these are debt issuers where the real climate 
impacts will be driven by the broader group, which will already have reported on these. This timing would 
be consistent with the UK Government’s Green Finance Strategy and the direction of travel in Europe 
regarding revisions to the Non-Financial Reporting Directive, which applies to public interest entities (a 
broader scope than premium listed entities), and further sustainable finance legislation.  

In the meantime, the introduction of the Technical Note proposed in this consultation may help to lift the 
quality of disclosures made by other listed entities by drawing attention to ways in which existing 
requirements should be interpreted in the context of climate. 

2. Do you agree that sovereign-controlled commercial companies with a premium listing should also be in 
scope? If not, why should these companies not be included? 

Yes. Although we acknowledge that in several respects, sovereign-controlled commercial companies are 
subject to fewer rules than other commercial companies with a premium listing, there is no reason why 
sovereign-controlled commercial companies should be exempt from this requirement – an entity’s climate 
risks and impact do not change simply because of its ownership.  

3. Do you agree with our approach [to asset managers and insurance companies that manage assets]? 

We agree with the approach taken on an initial basis and in the short term only, as it ensures a consistent 
set of requirements for all entities within scope, since not all asset managers have a premium listing. 
However, while shareholders are interested in the enterprise-level risks and opportunities, asset 
management clients will require an understanding of product- and investment-strategy linked climate-
related risks and opportunities. Investors have a key role to play in holding companies to account, and 
those investing or taking decisions on behalf of investors should be required to consider the information 
needs of those investing clients.  
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As noted in the consultation, TCFD addresses both user groups in the context of asset managers and 
contains recommendations for each. Accordingly we agree that disclosure by such entities should be 
made on the basis not only of climate-related information considered through the investor lens but also 
through the client lens.  

We agree with the FCA’s proposal to approach this as part of the work to enhance climate-related 
disclosures for regulated firms, working in conjunction with the PRA to build on the expectations it has set 
out in Supervisory Statement SS3/19 for banks and insurers. We suggest a good next step would be rules 
focusing on banks, life insurers (typically those who have the biggest long-term investment portfolios and 
therefore potential climate risks) subject to Solvency II, and those investment managers, proxy advisors 
and others subject to the Shareholder Rights Directive II, as well as to managers of larger UCITS and AIF.  

This approach should be integrated with the proposed approach set out in the Department for Work and 
Pensions (DWP) consultation Taking action on climate risk: improving governance and reporting by 
occupational pension schemes which proposes to extend TCFD reporting requirements to certain 
occupational pension schemes. The UK should not fall behind the direction of travel in the EU, where the 
Disclosures Regulation (EU) 2019/2088) takes effect from 10 March 2021 and requires sustainability 
disclosures by many financial market participants, including asset managers and insurers providing 
investment-based insurance products.  

4. Do you agree that our rule should reference the 4 recommendations and 11 supporting recommended 
disclosures included in the TCFD’s June 2017 final report? If not, what alternative approach would you 
prefer, and why?  

We believe that the rule should reference the TCFD’s final report in its entirety rather than specific 
recommendations and recommended disclosures. As noted in our cover letter, the introduction of a rule 
regarding TCFD should be considered a short-term measure which aims to encourage those businesses in 
scope to embed climate-related considerations into their operations and prepare for mandatory 
compliance with a global climate reporting standard in the coming years. As such, it should be drafted in a 
way that will ensure it is straightforward to update the requirement in the event TCFD changes or for 
when a climate reporting standard is available. In our view it is important that the new rule encourages 
reporting on adoption of the principles (or pillars) of TCFD as a whole, rather than referring to compliance 
with specific recommendations.  

5. Do you agree that we should make explicit reference in Handbook guidance to the TCFD’s “guidance 
for all sectors” as well as the “supplemental guidance for the financial sector” and the “supplemental 
guidance for the non-financial groups” accompanying each recommended disclosure? If not, what 
alternative approach would you prefer, and why? 
 

6. Do you agree that we should include additional guidance which references the wider set of materials 
that have been published both within and alongside the TCFD’s final report, as useful sources of 
guidance and interpretation when complying with our proposed rule? 

We are answering questions 5 and 6 together. As noted in our response to Q4, we believe references 
should be made to TCFD’s final report in its entirety rather than to specific parts thereof. We therefore 
suggest ensuring that 9.8.6R(8) refers to TCFD as a whole, and removing paragraphs 9.8.6BG and 9.8.6CG 
as TCFD itself already includes cross references to the guidance that supports the disclosures. If the 
current proposal remains then it is helpful to point to this guidance, but it may be more appropriate to 
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combine 9.8.6BG with 9.8.6CG and state that these sources of guidance, together with those currently 
listed in 9.8.6CG, may be relevant in making such a determination.  

There is a lot of additional guidance available, including Deloitte’s dedicated climate change website 
containing curated materials and resources. We think it would be helpful to identify other sources of 
guidance which may be useful, but this would need to be kept up to date in an area which is fast-moving. 
Accordingly, we believe that this would be best done outside of the Listing Rules themselves, perhaps by 
way of supplementary implementation guidance. In particular, we recommend referring to the TCFD 
knowledge hub, which is supported by the Climate Disclosure Standards Board (CDSB) and the 
Sustainability Accounting Standards Board (SASB) knowledge hub, as well as guidance issued by the FRC 
Lab and the EFRAG Lab.  

7. Do you agree that we should introduce the new rule on a ‘comply or explain’ basis? If not, what 
alternative approach would you prefer, and why? 

TCFD is a very useful framework to think about climate and reporting and having regard to those 
principles is an important priority. As set out in our cover letter, we propose an alternative approach 
which would require reporters to explain how they have had regard to the principles in TCFD, including: 

 the extent to which they have adopted and made disclosures according to the recommendations of 
TCFD; and  

 what is being done to progress adoption and the timeframe for doing so. 

We believe that this would encourage adoption of TCFD, resulting in more valuable information for 
investors.  

A “comply or explain” approach may not have the desired effect of driving adoption of the 
recommendations; as it stands, a company may comply with the draft rule by repeatedly explaining non-
compliance. Experience from the UK Corporate Governance Code shows that, whilst uptake against some 
provisions is quick and near universal a year or two after introduction, other provisions can have a 
significant proportion of issuers choosing to explain non-compliance for many years. Requiring issuers to 
accompany any non-compliance with the plans for future compliance would enable investors to hold 
companies to account on their progress. 

TCFD is a set of recommendations rather than a reporting standard, it may prove challenging to determine 
what compliance might look like in some respects. Taking the Code as an analogy, it requires “comply or 
explain” against detailed provisions which are written in rule like language. But of equal importance are 
the explanations of how an issuer has applied the principles of the Code – often these provide investors 
with the most insight into how a company is being run and the way risks are being identified, managed 
and reported on. Some of the recommendations in TCFD are more in the nature of principles, rather than 
rules, so a narrative description of how reporters have applied the principles in the recommendations and 
what steps are being taken where the principles haven’t been applied would be more appropriate. 

Given the global direction of travel towards a climate reporting standard - which is likely to be based on 
the principles of TCFD but which will not look identical to TCFD - the introduction of a rule regarding TCFD 
should be considered a short-term measure which aims to encourage those businesses in scope to embed 
climate-related considerations into their operations and prepare for mandatory compliance with a 
reporting standard in coming years. We believe that our alternative approach represents the best way to 
achieve this.  

http://www.deloitte.co.uk/climatechange/
https://www.tcfdhub.org/
https://www.tcfdhub.org/
https://www.sasb.org/knowledge-hub/
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Many premium-listed companies have already made TCFD commitments as signatory supporters and we 
expect that most of these will be progressing towards adoption or have already fully adopted the 
recommendations. Despite this, a significant number of companies have yet to integrate consideration of 
climate-related risks into their operations. If the new rule remains as drafted, on a ‘comply or explain’ 
basis, we believe that it should also require companies explaining non-compliance with TCFD to set out 
how directors plan to achieve compliance in future.  

If the rule does remain as currently drafted, then we have one suggested point of detail. One of the 
explanations a company may give, in proposed LR 9.8.6R(8)(b)(i), is that TCFD disclosures have been 
included in a document other than the annual report. Proposed LR 9.8.6R(8)(c) again refers to this, 
requiring the applicant to signpost where in the annual report or other document information can be 
found, but only refers to disclosures referred to in (a). The end of the rule should read “referred to in (a) 
or, where appropriate, (b)(i) can be found.” 

8. Do you agree that the recommended disclosures under the “governance” and “risk management” 
recommendations should not be subject to a materiality assessment? If not, what alternative approach 
would you prefer, and why? 

Yes, we agree. The rule as drafted does not deal with this question but we agree that it does not need to 
as this is made clear on page 17 of the TCFD’s final report which states that “…because climate-related risk 
is a non-diversifiable risk that affects nearly all industries, many investors believe it requires special 
attention”. In our view, it is important to remain consistent with TCFD. This may be a point that could be 
included in any future guidance or in an update to the Technical Note.   

9. Do you agree that issuers should ordinarily be able to make the recommended disclosures under the 
“governance” and “risk management” recommendations? 

Yes, we agree. Given the capabilities of premium-listed issuers we would expect them to be able to make 
the recommended governance and risk management disclosures. 

10. Do you agree that no explicit guidance is needed to clarify that it would be acceptable for an issuer to 
explain non-disclosure of these recommended disclosures only on an exceptional basis? 

We agree. It should be the role of investors to hold companies to account. If the rule is redrafted to refer 
to TCFD in its entirety, this would capture the discussion referred to in our response to Q8 above and 
therefore no explicit guidance would be necessary.  

11. Do you agree that the statement of compliance and the proposed disclosures should be made within 
an issuer’s annual financial report? If not, what alternative approach would you prefer and why? 

Subject to our response to Q7, which envisages an explanation of TCFD adoption and progress rather than 
a statement of compliance, we strongly recommend that both should be included in the annual report as 
the primary source of investor and stakeholder information on a company’s strategy, position and 
performance. This approach is also consistent with TCFD which envisages the disclosures to be in the 
mainstream annual report. 
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12. Do you agree that an issuer should be required to include within the statement of compliance a 
description of where in its annual financial report (or other relevant document) its TCFD-aligned 
disclosures can be found? If not, what alternative approach would you prefer and why? 

Subject to our response to Q7, which envisages an explanation of TCFD adoption and progress rather than 
a statement of compliance, we agree that this would help users of the annual report to locate the relevant 
disclosures. We suggest that, for those in scope, the existing non-financial information statement may be 
a sensible place to include such a description.  

13. Do you agree that the FCA should not require third-party assurance of issuers’ climate-related 
disclosures at this time? More generally, we welcome views on the role of assurance for climate-
related disclosures. 

We agree that, at this stage, the FCA should not require third-party assurance over climate-related 
disclosures as a whole. Indeed, as we note above, TCFD has not been written as a standard and therefore 
not all aspects may be suitable for formal assurance; this is likely to be addressed in future standards 
issued following the announcements by IOSCO and the IFRS Foundation. However, the role of assurance in 
corporate reporting is growing (for example, it is included in the EC’s NFRD consultation and is reflected in 
the IAASB’s project on extended external reporting) and it is clear that investors increasingly want to see 
additional assurance of key metrics, which are likely to include climate-related metrics. Issuers will 
therefore wish to consider whether aspects of their TCFD disclosures are assurable and whether to 
commission such assurance.  

Audit and risk committees are, in all likelihood, already considering the need for further assurance in the 
context of the report published by Sir Donald Brydon, which introduces the concept of an audit and 
assurance policy that could be established by the audit committee, taking in the “audit universe” of 
internal and external audit as well as additional assurance activity. In particular, audit committees will wish 
to understand from investors – both directly and through analyst reports and investor relations queries – 
which KPIs and other metrics investors are interested in, and where those metrics are not audited directly, 
to determine whether additional internal or external assurance is warranted. Audit committees may also 
acknowledge that assurance may, in some form, be mandated in coming years and implementing an 
assurance process at an earlier stage means they will be better placed if and when it does become 
mandatory. Considerations relevant to assessing what assurance might be provided over climate-related 
disclosures may include: 

 the risks to the business and its internal controls; 

 whether front half assertions, especially climate-related metrics, are of particular interest 
to investors; 

 significant events and areas of focus coming up for the company that may require 
additional investment in assurance; and 

 input from stakeholders such as shareholders or employees. 
 

14. Do you have any feedback on the interactions between our proposed rule and the role of sponsors in 
assisting premium listed issuers? 

Yes. Sponsors already have to consider under LR 8.4.2R(3) whether the directors of an applicant for 
premium listing have, amongst other things, established procedures to enable the applicant to comply 
with the Listing Rules. Sponsors typically seek some form of comfort from reporting accountants in this 

https://ec.europa.eu/info/business-economy-euro/company-reporting-and-auditing/company-reporting/non-financial-reporting_en
http://www.iaasb.org/projects/extended-external-reporting-eer-assurance
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/852960/brydon-review-final-report.pdf
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regard, and we would expect that they will in due course want to consider what due diligence reporting 
accountants might be able to do to assist with the due and careful enquiry that Sponsors will make in 
relation to an issuer’s ability to prepare TCFD disclosures. 

Auditors have been increasingly building the skills in teams and developing methodologies to consider the 
impact of climate risk on the audited financial statements, including the need for specialist involvement by 
sustainability experts. To the extent that such risks impact on the financial position and prospects of an 
issuer, this will flow through into the sponsor’s duties under LR 8.4.2R(4). Wider consideration of an 
issuer’s ability to report on climate risk under the new rule in conjunction with LR 8.4.2R(3) may require 
alternative forms of diligence by a sponsor, for example, from a specialist team sitting alongside the more 
traditional financial audit skill set of current reporting accountant teams. This may be particularly 
challenging in the case of a Class 1 acquisition where the target is in a jurisdiction that has less focus on 
climate risk. We suggest that the FCA discuss the options for sponsor due diligence with representatives of 
the sponsor community and ICAEW, with a view to issuing further guidance. 

We note, however, that there is no requirement to include TCFD disclosures in a prospectus, and 
therefore the first time such procedures are tested may be in an applicant’s first post-IPO annual report. 
Whilst EU Regulation 2019/980 requires risk factors to be disclosed in a prospectus, which would include 
climate related risks, the Regulation would not require all of the disclosures recommended by TCFD; 
again, in due course it may be worth revisiting this. 

15. Do you have any other feedback related to the interaction between our proposed rule and existing 
legislative and regulatory requirements and industry standards and practice? 

There have long been many existing areas of overlap in UK law and regulation (for instance, the 
requirement in the Disclosure Guidelines and Transparency Rules (DTR) to prepare a management report 
overlaps with the requirement in s414C of the Companies Act 2006 (CA 2006) to prepare a strategic 
report, the required content of which in turn overlaps with the content of the non-financial information 
statement required by CA 2006 s414CB). Accordingly, we do not see this as a new challenge and consider 
that TCFD represents a good framework to help companies to bring existing and new requirements 
together and present them in a more coherent manner. It may be helpful to highlight these areas of 
overlap in the Technical Note. 

As stated in our response to Q4, we support the introduction of TCFD in its entirety rather than 
attempting to incorporate parts of it with existing requirements or to amend it to avoid overlap. We 
recommend that the FCA, together with other UK regulators and via the Climate Financial Risk Forum 
(CFRF), should seek to influence the future development of any global reporting standard based on TCFD 
by participating in existing active debate in this area.  

16. Do you consider that our proposals adequately address the challenges, risks and unintended 
consequences described [in the consultation paper]? If not, what additional measures would you 
suggest? 

We broadly agree that the proposals address the challenges, risks and consequences. However, as noted 
in our cover letter, we believe that the FCA needs to take note of the recent developments in this area 
and the direction of travel towards a global climate reporting standard. Because of this, we believe that 
the rule needs to be broadly written to encourage reporting based on the principles of TCFD while 
avoiding unintentionally boxing UK companies into more specific, narrower requirements which would 
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need to be changed once a reporting standard becomes available, if the UK is to remain aligned with 
global developments.  

17. Do you agree that our new rule should take effect for accounting periods beginning on or after 1 
January 2021? If you consider that we should set a different time frame, please explain why? 

Yes, we agree. Although we acknowledge that the deadline for responses to this consultation paper has 
been extended as a result of the COVID-19 pandemic, we believe that the climate crisis must be given 
priority and the need for companies to address the effect of climate change in their annual reports cannot 
be overstated. The effective date still gives time for companies to adapt and urgent action is required to 
stand any chance of meeting the 2050 carbon neutral target. 

18. Do you agree with the conclusion and analysis set out in our cost benefit analysis (Annex 2)? 

Yes. As noted in our cover letter, the proposals represent steps towards the UK Government’s 2022 
objectives set out in its Green Finance Strategy. However, given the global direction of travel, we believe 
that the alternative approach we set out in our response to Q7 would better prepare UK reporters for the 
introduction of a reporting standard and future mandatory compliance.  

19. Do you agree with the guidance provided in the draft Technical Note set out in Appendix 2? Are there 
any changes that you would suggest? If so, please describe. 

Yes, subject to some minor comments below. As the draft Technical Note does not contain any new 
disclosure requirements and only summarises existing ones, it need not wait for policy-making decisions 
on the proposed new rules; it will play a useful role in supporting higher quality climate risk disclosures. 
We encourage the FCA to issue this as soon as practicably possible, ideally in a joined up way with the 
FRC’s reporting reminders to directors of listed companies which are typically issued in October every 
year. 

We have the following detailed comments: 

 As noted in our response to Q15, it may be helpful to include a table or other diagram setting out 
areas of overlap between various legislative and regulatory requirements (such as CA 2006, DTR 
and the UK Corporate Governance Code).  

 The material in the section “Annexes to the Delegated Prospectus Regulation” referring to ESMA’s 
update to the old CESR Recommendations needs to be updated to reflect the fact that these have 
now been finalised as ESMA Guidelines, subject to clarifying the status of such Guidelines after IP 
Completion Day. 

 The last sentence of the section “Annexes to the Delegated Prospectus Regulation” refers to LR 
4.2 and Listing Particulars. As Listing Particulars are not prospectuses, this may be overlooked and 
should have its own sub-heading. 

 The material on the Market Abuse Regulation helpfully makes clear that inside information must 
be announced as soon as possible and that this could include climate change and other ESG-
related matters. It may be helpful to give some examples of what such matters might be; it may 
be less obvious to some issuers what sort of climate change or ESG related matters might have 
the potential to move their share price by a material amount. 


