
 
 
 

 

Deloitte LLP 
Hill House 
1 Little New Street 
London 
EC4A 3TR 
 
Phone: +44 (0)20 7936 3000 
Fax: +44 (0)20 7583 0112 
www.deloitte.co.uk 
 
Direct phone: +44 (0) 20 7007 0884 
vepoole@deloitte.co.uk   
 

Deloitte LLP is a limited liability partnership registered in England and Wales with registered number OC303675 and its registered office at 1 New Street Square, 
London, EC4A 3HQ, United Kingdom.  
 
Deloitte LLP is the United Kingdom affiliate of Deloitte NSE LLP, a member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee 
(“DTTL”). DTTL and each of its member firms are legally separate and independent entities. DTTL and Deloitte NSE LLP do not provide services to clients. Please see 
www.deloitte.com/about to learn more about our global network of member firms. 
 
© 2021 Deloitte LLP. All rights reserved. 
 
 

 

Dear Sir/Madam, 

Consultation on requiring mandatory climate-related financial disclosures by publicly quoted companies, 
large private companies and Limited Liability Partnerships (LLPs). 

Climate change is an undiversifiable risk, which requires an immediate and urgent response. We strongly 
support the UK government’s goal of achieving transparency in business reporting on climate-related 
issues across the UK economy. We agree that there is an important opportunity for the UK to establish a 
pathway towards mandatory reporting around the world via the UK’s G7 Presidency and the 26th UN 
Climate Change Conference of the Parties (COP26).  

We therefore welcome this consultation paper issued by the Department for Business, Energy and 
Industrial Strategy (BEIS) as an important step. 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 is actively involved in its work through our colleague Catherine 
Saire, a member of the TCFD. 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 not itself a standard, but is a 
positive step towards a comprehensive global system. Progress, including on standards covering climate, is 
accelerating, as shown by the recent steps taken by IOSCO and the IFRS Foundation, and we fully support 
and encourage the development of global sustainability standards which will enhance global comparability 
and consistency. We appreciate that the proposals in this consultation represent an interim measure until 
such a standard is published and encourage the government to adopt and align fully with any such 
standard as soon as practicable and do all that it can to encourage its adoption by jurisdictions around the 
world to promote consistent and comparable disclosures. 

The four pillars of TCFD are representative of the way in which businesses are managed and governed and 
we therefore support their use in framing the proposed requirements. However, we are concerned that if 
BEIS uses a new set of disclosure requirements, which are worded and structured differently from TCFD, 
this could be confusing to apply and may lead to a lack of comparability. It could also create further 
complications when moving to a global climate-related financial disclosure standard that is likely to 
encompass the four recommendations and eleven recommended disclosures of TCFD. We are further 
concerned that the proposed requirements are written at such a high level that they risk failing to achieve 
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the desired outcome of driving behavioural change and would therefore not provide investors, regulators 
and other stakeholders with the information they need and expect. We therefore strongly advise that BEIS 
instead bring the four recommendations of TCFD into the legislation as the requirements. In our view, this 
will provide a clear overview of the required disclosures, set consistent expectations, increase 
transparency and drive business action. In addition, we recommend that BEIS include a requirement that, 
in complying with the requirements, companies should have regard to the eleven recommended 
disclosures of TCFD. In our view, this will facilitate a proportionate approach for in-scope companies and 
provide a level of specificity that should increase quality of disclosures.  

Because of the inherently strategic nature of climate-related issues, we agree that the disclosures should 
be included in the strategic report. Furthermore, we recommend that the government use the Non-
Binding Guidelines to highlight the importance of connectivity between TCFD and other disclosures that 
already exist, such as the Streamlined Energy and Carbon Regulations (SECR),the s172(1) statement, 
principal risks and uncertainties and key performance indicators (KPIs). 

We observe that the proposed scope of the new requirements is similar to, but not the same as, one of 
the proposals for a revised definition of a Public Interest Entity (PIE) in the BEIS White Paper: Restoring 
Trust in Audit and Corporate Governance (“the White Paper”). We recommend that the government 
consider whether the scope of these requirements can or should be aligned with the outcome of the 
White Paper consultation once this is known. We also firmly believe that the government needs to review 
the many and varied scoping regimes and definitions that now exist in the Companies Act 2006 (“the Act”) 
and regulations with a view to simplifying and harmonising them and would be happy to provide our 
assistance with any rationalisation exercise that BEIS undertakes. 

Finally, we strongly encourage the government to finalise and publish legislation arising from this 
consultation to take effect as soon as practicable. The idea that the legislation could be approved for 
periods commencing on or after 1 October 2021 holds great appeal as it would have the significant benefit 
that the legislation would be published and effective in advance of COP26, which takes place from 1 
November 2021. It would also be in line with the timings set out in the government Roadmap towards 
mandatory climate-related disclosures. However, we appreciate that this may not be feasible and if 6 April 
2022 is the earliest practicable commencement date, we would support this timing. 

Our detailed responses to the questions can be found in the attached appendix. Please do not hesitate to 
contact us if you would like to discuss any of the issues raised in our response. 

Yours faithfully 

 

 

Veronica Poole 

UK National Head of Accounting and Corporate Reporting 
Deloitte LLP 
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Appendix – Responses to detailed questions 
 
Proposed scope 

Q1:  Do you agree with our proposed scope for companies and LLPs?  

In light of the need to bring these requirements into law as soon as possible, we agree with the proposed 
scope, at least in the short-term. To avoid companies moving in and out of scope, we recommend that the 
usual “year of grace” requirements are included (i.e. a company only falls out of scope if it does not 
breach the size criteria for two years in a row). In the medium-term, we expect that the scope will be 
expanded to capture all companies that qualify as “large” under the Act.  

We also recommend consideration of how the scope will apply in a group context. From a size 
perspective, it should be clear that a parent company or LLP should look at the size of the group it heads 
to determine whether it is in scope. However, it also needs to be clear whether a company or LLP will fall 
into scope by virtue of being a member of a group that contains an entity that meets one of the other PIE 
criteria, such as a banking company or insurer (similar to the ineligibility regime for small- or medium-
sized companies).  

We acknowledge that the government is mindful of the existing number and complexity of scoping 
regimes that now exist in company law. We firmly support any initiative to streamline and simplify in this 
regard. For instance, there are now several definitions of “large”, all of which differ slightly in scope, as 
well as the various definitions of “traded”, “quoted” and “public interest” companies. Some regimes affect 
LLPs while others do not. It has become extremely complicated to identify which requirements apply to 
which entities, and the risk that companies will not report in accordance with the correct requirements 
therefore increases.  

Accordingly, we urge BEIS to review the scoping regimes and definitions that currently exist in the Act and 
regulations with a view to simplifying and harmonising them. For instance, the requirement to produce a 
non-financial information (NFI) statement and differential requirements for quoted companies in the 
strategic report could now be usefully aligned. Further rationalisation is also needed as regards those 
required to prepare a s172(1) statement and those required to report on energy and carbon consumption. 
We would be happy to provide input into or assist with any rationalisation exercise that BEIS undertakes.  

We also note that the proposed definition is similar to, but not the same as, one of the proposals for a 
revised definition of a Public Interest Entity (PIE) in the White Paper; in particular, the White Paper only 
proposes to include AIM companies with a market capitalisation of more than €200m and does not 
include LLPs. We recommend that the government consider whether the scope of these requirements can 
or should be aligned with the outcome of the White Paper consultation once this is known. In particular, 
we advise consideration of whether a market capitalisation threshold is appropriate in determining 
disclosure requirements.  

We additionally note that companies which are required to present a s172(1) statement and/or report on 
energy and carbon consumption should also expect to discuss climate-related risks to a relevant degree in 
those disclosures and we suggest that the proposed accompanying Non-Binding Guidelines make this 
point and explain how TCFD is connected to the s172(1) statement and SECR disclosures.  

In our response to the recent BEIS consultation on corporate transparency and register reform, we noted 
that the definitions of turnover and employee numbers in the Act may benefit from revision. In particular, 
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the method for calculation of employee numbers should be revisited in light of changes to how people 
work and are employed in recent years. It may be beneficial for BEIS to reflect on the findings of the 
Future of Work review to arrive at a resilient definition which will function as intended in the longer-term.  

Many groups of companies also make use of a single service company within the group which holds all of 
the contracts of service for the employees of the group. Under the definition in the Act, those employees 
would be considered as employees of the service company, even if other companies within the group are 
receiving the benefits of their service. As these proposals would extend to LLPs, it should also be noted 
that members of an LLP do not qualify as employees; BEIS may wish to consider whether the scope for 
LLPs should be adjusted to capture the number of members as well.  

Finally, we note that there are other types of entity which do not fall within this scope, but which may be 
considered to be in the public interest (such as charities that are not companies, universities and the 
public sector). This is also acknowledged in the White Paper. We recommend that BEIS liaise with other 
government departments to ensure that appropriate consideration is given to these other types of 
entities which fall outside BEIS’s remit.   

Q2:  Our proposed scope includes UK registered companies with securities admitted to AIM with more than 
500 employees. Do you have any views on expanding this to include other unregulated markets and 
Multilateral Trading Facilities (MTFs)?   

We consider that the logic of selecting AIM over other MTFs is unclear given that the primary criteria are 
set based on the size of the entity (by employee numbers) rather than ownership or listing status. 
However, from a practical standpoint it seems probable that the majority of companies with more than 
500 employees admitted to trading on MTFs will be admitted to trading on AIM.  

We note in passing that the proposed definition of a PIE in the White Paper includes companies admitted 
to trading on AIM with greater than £200m market capitalisation; as mentioned in our response to Q1, 
this may warrant further consideration if the government chooses to align the scope of these 
requirements with the definition of a PIE.  

Q3: Do you agree with the proposal to require climate related financial disclosures for companies and LLPs 
at the group level?   

Yes, we agree. We also support the inclusion of an exemption for subsidiaries that are included in the 
consolidated report of a UK parent company. As global sustainability standards are issued and adopted, 
we suggest that BEIS may wish to consider broadening the exemption to encompass subsidiaries that are 
included in the consolidated report of a non-UK parent company.  

Proposed obligations 

Q4: Do you agree that the Strategic Report is the best place for the disclosure of climate-related financial 
information by companies? 

Yes, we agree. Climate is a strategic matter which is integral to enterprise value creation and therefore sits 
most appropriately in the strategic report. This is also consistent with TCFD which notes that the 
disclosures should be included in the mainstream annual financial filings.  

We note that the consultation currently proposes that disclosures would be presented in the NFI 
statement. Not all entities within the proposed scope would currently be required to prepare an NFI 
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statement (for instance, LLPs and large private companies with >£500m turnover and >500 employees). 
The new requirements would therefore need to address this discrepancy. The proposed disclosures 
should also demonstrate connectivity with other relevant information in the strategic report, such as the 
s172(1) statement (which requires demonstration of how the directors have had regard to environmental 
matters), broader group strategy, principal risks and uncertainties and SECR disclosures. The Non-Binding 
Guidelines could offer more specific guidance on how and where to best present the information.  

Q5: Do you have views on whether LLPs should be required to disclose climate-related financial information 
in the Strategic Report (where applicable), or the Energy and Carbon Report?  

We expect that LLPs that prepare a strategic report typically already include energy and carbon 
information in that report where it is considered material to an understanding of the LLP’s position and 
performance. We therefore believe that the best approach would be to legislate for climate-related 
financial information to be presented in the Energy and Carbon report but note that as with other 
disclosures, matters of material strategic importance should be included in the strategic report where an 
LLP is required to prepare one. However, the Energy and Carbon report may need to be renamed to 
reflect its nature more accurately, should TCFD disclosures be included therein.  

Q6: Do you agree that requiring disclosure in line with the four pillars of the TCFD recommendations, rather 
than at the 11 recommendation level is suitable?   

We are answering questions 6 and 7 together; see response under question 7 below. 

Q7: Do you agree that information provided in line with the obligations set out above would provide 
investors, regulators and other stakeholders with sufficient information to assess the climate-
related risks and opportunities facing a company or financial institution?    

We are answering questions 6 and 7 together. 

As set out in our cover letter, we are very supportive of the government’s plan to introduce disclosure 
requirements aligned with TCFD. We acknowledge that the intention is to introduce requirements which 
are proportionate and will align in a straightforward way with a future global climate-related financial 
disclosure standard. The four pillars of TCFD are representative of the way in which businesses are 
managed and governed and we therefore support their use in framing the proposed requirements.  

We note that the proposed requirements are derived from the four recommendations and eleven 
recommended disclosures of TCFD and acknowledge that the wording proposed is intended to enhance 
connectivity with existing requirements in the Act. However, the wording differs in many ways from the 
wording used in TCFD. As a result, we are concerned that if BEIS uses a new set of requirements, which 
are worded and structured differently from TCFD, this could be confusing to apply and may lead to a lack 
of comparability. It could also create further complications when moving to a global climate-related 
financial disclosure standard that is likely to encompass the four recommendations and eleven 
recommended disclosures of TCFD. We note that the IFRS Foundation has confirmed it will use the 
prototype climate-related financial disclosure standard as the potential basis for its standards, which is 
already based on the four recommendations and eleven recommended disclosures of TCFD. 

We are also concerned that the proposed requirements are written at such a high level that they risk 
failing to achieve the desired outcome of driving behavioural change and would therefore not provide 
investors, regulators and other stakeholders with the information they need and expect.  
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We therefore do not support the proposed requirements as drafted. We strongly advise that BEIS instead 
bring the four recommendations of TCFD into the legislation as the requirements. In our view, this will 
provide a clear overview of the required disclosures, set consistent expectations, increase transparency 
and drive business action. In addition, we recommend that BEIS bring in a requirement that in complying 
with the requirements companies should have regard to the eleven recommended disclosures of TCFD. In 
our view, this will facilitate a proportionate approach for in-scope companies and provide a level of 
specificity that should increase quality of disclosures. 

Given the proposed scope of these requirements, we believe that companies and LLPs within scope will 
have sufficient resource and ability to address the requirements. As the primary source of reference for 
in-scope entities, the Non-Binding Guidelines should provide guidance on how different sizes and profiles 
of entity might approach the detailed disclosures on a proportionate basis. The Non-Binding Guidelines 
should also make clear that the requirements represent a step towards enhanced climate-related financial 
disclosures but are not the end point and will be aligned with a future global climate-related financial 
disclosure standard.  

Should BEIS decide to continue to develop the proposed requirements as drafted, we strongly 
recommend addressing the following issues: 

1. The proposed requirements for disclosures relating to governance set out the main requirement 
(a), followed by two sub-bullets (i) and (ii). This suggests that (a) may be met by complying with (i) 
and (ii) which we do not believe is sufficient. We would suggest redrafting (a) to read “a 
description of the governance arrangements in place to identify and manage risks and 
opportunities arising from climate change. This shall include (but is not limited to):” 

2. Under risk management, it is unclear whether the principal risks referred to have the same 
meaning as principal risks that companies are already required to disclose in accordance with 
Companies Act 2006 s414C(2). The requirement in (d) implies the introduction of a new set of 
principal risks. Either the accompanying guidance should be suitably detailed to explain the 
interaction with existing principal risk disclosure requirements or the term in (d) should be 
amended to avoid causing confusion.  

3. It is unclear whether, under metrics and targets, the key performance indicators (KPIs) referred to 
in (f) are the same KPIs that are already required to be disclosed in the strategic report. Despite 
including the same definition as is in Companies Act 2006 s414C(5), this requirement implies the 
introduction of a new set and it would be confusing to use the term KPI to mean different things.  

Q8: Do you agree with our proposal that scenario analysis will not be required within a company or LLP’s 
annual report and accounts?   

As set out in our response to questions 6 and 7, we believe it would be appropriate to require in-scope 
companies and LLPs to have regard to the eleven recommended disclosures of TCFD, which would include 
scenario analysis. Although we appreciate that this is one of the more challenging areas of the TCFD 
framework, TCFD recognises this and that companies will evolve and deepen their use of scenario analysis 
over time. TCFD also acknowledges that scenario analysis may range from a qualitative approach to a 
more sophisticated quantitative model, depending on a company’s level of exposure. As scenario analysis 
is expected to form part of any future global climate-related financial disclosure standard, we see this as a 
good opportunity for businesses to start developing their processes now.   
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Q9: Would alignment of the scope for climate-related financial disclosures and SECR requirements, such 
that large unquoted companies and LLPs would be subject to the same reporting requirements under SECR 
as quoted companies, aid reporting of climate related financial disclosures and simplify reporting 
procedures? Do you have any views on the continuation of voluntary Scope 3 emissions reporting under 
SECR requirements? 

Although we are mindful of the need to simplify the range of scoping requirements in the Act and 
regulations, we do not believe that full alignment of the requirements for quoted companies and 
unquoted companies/LLPs would necessarily simplify reporting procedures, particularly at this time. 
Unquoted companies and LLPs have only just got to grips with the SECR scope and reporting requirements 
as they currently stand; to increase the level of information required to be reported so quickly will create 
considerable practical challenges and confusion in the short-term. Additionally, we note that the 
requirements of SECR were estimated to capture approx. 11,300 unquoted companies and LLPs (source: 
Streamlined Energy and Carbon Reporting: Final Impact Assessment). In contrast, the proposals in this 
consultation are estimated to capture approx. 1,600 unquoted companies and LLPs. It would seem 
disproportionate to extend the requirements for 9,700 entities purely to streamline reporting 
requirements for the other 1,600.  

Despite this, we do acknowledge that there are some inconsistencies which, if resolved, would make the 
information disclosed more meaningful. For instance, because unquoted companies and LLPs are only 
required to disclose UK emissions and energy consumption, this may lead to relatively worthless 
disclosure in situations where the majority of the business is outside of the UK. Such companies and LLPs 
may already need to provide this data to stakeholders in any case. It could therefore be helpful to amend 
this requirement for unquoted companies and LLPs such that they are required to disclose global 
emissions and energy use. However, if any such changes are made, we recommend that comparatives 
should not be required on the same basis, to allow companies time to adjust the type and level of 
information captured. It may also be worth waiting to make changes until the global climate-related 
financial disclosure standard is published, as this is likely to have implications for SECR reporting, 
particularly as regards the disclosure of specific metrics. 

In the interests of simplifying the scoping criteria in the Act, we would support a change in the scope of 
the SECR requirements currently applicable to quoted companies such that they align with the scope of 
the new TCFD disclosure requirements. We also recommend that the scope of SECR requirements for 
unquoted companies and LLPs should be aligned with that for preparing a s172(1) statement, i.e. as set 
out in the Act and including consideration of ineligibility. We do not, however, believe that the scope of 
the SECR requirements should be changed to capture fewer entities, given the progress made by in-scope 
entities to date on their reporting in this area and the general direction of travel towards enhanced 
climate-related disclosure.  

Due to the practicalities and complexity involved in determining Scope 3 emissions, in our view the 
disclosure of Scope 3 emissions should continue to be voluntary for all entities (although we note that 
unquoted companies and LLPs are currently required under SECR to disclose certain Scope 3 emissions 
relating to transport). As noted in the consultation document, we acknowledge that there is an increased 
interest of stakeholders in indirect emissions. The Non-Binding Guidelines could serve to remind 
businesses of the significance of Scope 3 emissions and strongly encourage voluntary disclosure, 
particularly where Scope 3 emissions form the majority of a company’s carbon footprint.  
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Q10: Do you have comments on the proposal to permit non-disclosure if the information is not material and 
the reasons why climate change is not material are properly explained?   

We believe that disclosures about governance and risk management should always be provided and that 
this should be made clear in the legislation and explained in the Non-Binding Guidelines. This is consistent 
with 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”.  

Disclosures about strategy and metrics and targets should be subject to a materiality assessment, but it is 
important for a user to understand the governance and risk management framework used by the entity in 
making those materiality judgements. Where disclosures on strategy and metrics and targets are not given 
on grounds of materiality, we agree that companies should explain clearly why this conclusion has been 
reached.  

Proposed timing 

Q11: Do you have comments on the proposed timing for these regulations coming in to force?     

We support the introduction of these new requirements as soon as practicable. The idea that the 
legislation could be approved for periods commencing on or after 1 October 2021 holds great appeal as it 
would have the significant benefit that the legislation would be published and effective in advance of 
COP26, which takes place from 1 November 2021. It would also be in line with the timings set out in the 
government Roadmap towards mandatory climate-related disclosures. However, we appreciate that this 
may not be feasible; if 6 April 2022 is the earliest practicable commencement date, we would support this 
timing.  
 
Proposed duties and enforcement 

Q12: Do you have any comments regarding the existing enforcement provisions for companies and the BEIS 
proposal not to impose further provisions? 

We agree that further specific enforcement provisions are not necessary; enforcement should align with 
the outcome of proposals in the White Paper.  

Q13: Do you have any comments regarding duties and enforcement provisions for LLPs?  

We recommend that the government extend the same enforcement regime to LLPs as for companies, 
including alignment with the outcome of proposals in the White Paper.  

Q14: Do you have any comments on the responsibilities of auditors in relation to climate-related financial 
disclosures? 

We do not believe that the auditors’ responsibilities should change at this point. This should be 
considered holistically with the auditors’ duties and responsibilities under section 6.1 of the White Paper. 
As set out in our response to the FCA’s consultation paper CP20/3, we do not believe that the government 
should, as yet, require third-party assurance over climate-related disclosures. However, the role of 
assurance in corporate reporting is growing and it is clear that investors increasingly want to see 
additional assurance. In-scope entities will therefore wish to consider whether to commission assurance 
over climate-related financial disclosures in line with their audit and assurance policy. 

Q15: Do you have any comments regarding the proposed enforcement of our disclosure requirements? 
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We anticipate that this will sit within the remit of the new regulator, ARGA, once established, and will be 
assessed in the same manner as for other corporate reporting disclosures.  

Q16: Do you have any comments regarding the impact of our proposals on protected groups and/or how 
any negative effects may be mitigated? 

We have no comment. 

Q17: Do you have any further comments about our proposals? 

As set out in our covering letter, we urge the government to move forward with these proposals as soon 
as practicable. We also believe that the scope of these requirements should be expanded in due course to 
all companies that qualify as large under the current definition within the Companies Act, in line with the 
requirement to prepare a s172(1) statement. Finally, it is important that these new requirements are 
developed and implemented with the forthcoming global climate-related financial disclosure standard in 
mind, such that they can be easily adapted to align. 


