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In March 2020, the UK Financial Conduct Authority (the “FCA”) published
consultation paper CP 20/3 concerning proposals to enhance climate-related
disclosures by listed issuers and clarification of existing disclosure obligations. The
consultation period is currently set to close on 1 October 2020. Among the
proposed changes is a new Listing Rule which would require commercial
companies with a UK premium listing to state whether they comply with the Task
Force on Climate-related Financial Disclosures (“TCFD”) recommendations and to
explain any non-compliance.

In light of the increasing focus on not only climate-related disclosures but also environmental and social (“E&S”)
disclosures generally, White & Case conducted a survey of E&S disclosures in the annual reports of the top 50
companies by revenue?! (based on revenue for the financial years ended in 2018) in the FTSE 100. Our survey
focused on 16 substantive and presentational categories?of common E&S related disclosures in annual reports
published inrespectoffinancial years ended in 2018 and 2019. In addition, we reviewed the prospectuses for the
20 largest announced premium-listed London IPOs by market capitalisation®over the last two years. This part of
the survey focused on 10 substantive categories*of E&S disclosures.

Based on our survey, in 2019, 35 of the 50 companies surveyed (or 70%) included some form of disclosure on
adherenceorintendedadherence to the TCFD recommendations,and 17 companies (or34%) increasedthe scope
of their TCFD disclosures from 2018 to 2019. Overall, if we were to extrapolate the findings from the surveyto the
wider set of all commercial companies with a premium listing, the new Listing Rule requirement proposed by the
FC Awould not seem a significant burden for mostsuch companies given their existing disclosure regimes. What
would be mostimportant would be to highlight the specific ways in which theyare non-compliant with the TCFD
recommendations andhowthey are measuringcompliance generally.

Below we discuss the other findings from our survey and key takeaways.

1. Annual Report Trends

1.1 Increase in E&S Disclosure from 2018to 2019

YoY Increase

Forty-three of the companies surveyed (or 86%) increased their E&S disclosures

in their annual reports between 2018 and 2019 in terms of extent or type of 0O/
disclosure in at least one category. The most significant increases in E&S 86 70
disclosure from the 2018 financial year to the 2019 financial year came in the E&S

categories describedbelow.



1.2

The E&S Disclosures and Practices on the Rise in 2019

@

(b)

Adherence to TCFD Recommendations

The largestincreasein E&S disclosures camein disclosureregardingadherence to the Task Force
on Climate-related Financial Disclosures (“TCFD”) recommendations. Overall, 35 of the 50
companies surveyed (or 70%) included some form of disclosure on adherence or intended
adherence to the TCFD recommendations, and 17 companies (or 34%) increased the scope of
their TCFD disclosures from 2018 to 2019. In general, the longer a company has focused on the
disclosures, the more concrete and quantitative their disclosure has become in the latest round.
Examples ofthe disclosure for 2019 annual reports included the following:®

“We welcome the development of the Task Force on Climate-related Financial Disclosures
(“TCFD’) recommendations and have updated our risk management process this year to
strengthen our consideration ofthe potentialbusiness implications andim pacts ofclimate change.
In addition, we undertook an independent gap analysis of our reporting against the TCFD
recommendations and are working to achieve full alignment.”

“In November 2017, SSE committed to meeting the Task Force on Climate-related Financial
Disclosures (TCFD)recommendationsinfullbyMarch 2021. Theserecommendations encourage
businesses to increase disclosure of climate-related information, with an emphasis on financial
disclosure. SSE has made progress towards meeting these recommendations by improving the
quality of climate-related information in this Strategic Reportand by responding to CDP’s annual
Climate Change Programme, which for the first time in 2018 addressed the TCFD
recommendations. This enhanced disclosure reflects the additional steps taken in 2018/19 to
assess and report on SSE’s material climate-related risks and opportunities, along with the
financial quantification of the impacts for a numberofthese. In 2018, SSE was awarded an “A-”
foritsresponseto the CDP Climate Change Programme.SSE will continue to respond to the CDP
Climate Change Programme and aims to furtherimprowe its disclosure.”

E&S IssuesinShareholderEngagement

E&S Issues in
Shareholder YoY I

33 of the 50 companies surveyed (or 66%) included some form

of disclosure on engagement with shareholders in relation to

E&S issues,and 14 companies (or 28%) increased the scope of 66% ]
theirdisclosures from 2018 to 2019. Examples ofthe disclosure

for 2019 annual reports included the following:

2.8

“Ourrisk profile changed in 2019, mainlyinfluenced by an evolving e xternal environmentin areas
suchas climate change, macroeconomics,geo-political stability, stakeholder e xpectations,cyber
threats and social unrest. We have updated our risk profile to include one new principal risk,
escalating environmental, social and governance (ESG) requirements of investors and other
stakeholders, based on a revised assessment. We also have consistent and constructive
engagementwith investors with an interestin climate change, including with Climate Action 100+

initiative.”

“We conducted ourbiennialsurvey tounderstandwhatmatters todifferent stakeholders:we asked
investors, customers, employees, suppliers, and representatives from government and non-
governmental organisations amongothers,to rank theissues theybelie ve have the biggestimpact
on REL X The top two issues were having the right people and data privacy and security. We also
asked them to identify where we have the biggestimpact on society and the environment — our
unique contributions as a business came first, followed by access to information. We regularly
survey key stakeholders including, in 2019, shareholders, employees, governments and the
communities where we operate, to help us identify our material CRissues and to setand test our
CR objectives. This included reviewing the companys approach to engaging with key

stakeholders, assessing the company culture and aligning our purpose, values, strategy and
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workforce policies.Our environmental targets reflect our environmental impacts and input from
stakeholders and use science-based methodology.”

“As well as ongoing interestin our performance and growth, we've been having conversations
withshareholders aroundour acquisitions and disposals strategy, our corporate structure, capital
allocation and our use of plastic and palm oil — reflecting a growing interest in sustainability
issues.”

(©) Awards for E&S Matters

29 of the 50 companies surveyed (or 58%) included some form  Awards for E&S Matters Yo¥ Increase

of disclosure highlighting awards received for E&S matters, and ;
11 companies (or 22%) increased the scope of their award o ] 22 S
disclosures from 2018 to 2019, although 5 companies (or 10%) 58 é )

decreased the scope of reporting on E&S awards and removed
disclosure altogether.

(d) Prominence of E&S Disclosures near the Front of the Annual
Report

34 of the 50 companies surveyed (or 68%) included disclosure  E&S Disciosures nearthe ——

of E&S metrics near the front of the annual report, and 10

companies (or 20%) increased the extent or type of the

disclosureinthis prominentlocation from 2018 to 2019, including 68(7 I 20%
moving from qualitative statements to inclusion of quantitative -

metrics, or expanding the scope of quantitative metrics. The

mostcommonexamplesinclude greenhousegas emissions and

percentage ofwomenin board or senior managementroles.

(e) Board Oversight of E&S Issues Boad Ovectigt e
45 of the 50 companies surveyed (or 90%) included disclosure
of board oversight of E&S issues, and 9 companies (or 18%) (7 ] 1 8 ,
increased the extentor type of the disclosure from 2018 t0 2019. 90 o *
Examples ofthe disclosure for 2019 annual reports included the
following:

“The Board has soughtto ensure corporate responsibilityand sustainable business practices are
relevant considerations in all Board decisions. Governance and championing a great culture are
of the utmostimportance to the Board. In 2019, the Board approved a new Low Carbon Policy,
which guides our underwriting and investments and sets a new Science Based Target to reduce
the environmental impact of our operations. As members of ClimateWise, we are
collaborating with industry peers on these issues, including supporting the introduction of
climate-related disclosures. Our new Confident Futures strategy seeks to ensure that we
consider our environmental impact at every possible opportunity, and the Board took steps
throughout 2019 to ensure that this is integrated into the business and our decision-making
processes. During 2019, the Board took further steps to monitor and embed the Group’s
corporate culture and ensure that itis aligned with our purpose, values and strategy.”

“As a Board, we take everyopportunity to assess progress and impacts on culture and behaviour.
This has included how we look at talent and succession, governance initiatives, diversity and
inclusion, employee engagement and our career framework. We rolled out anti-bullying and
harassment training across the Group in reaction to a trend that was beginning to emerge from
feedback to our Ethics Line in 2018. The Board reviewed the speak-up cases reported through
the Ethics Line twice during the year. These are the subject of prior review by the Safety, Ethics
& Sustainability Committee, who supportthe Board in our deliberations in this area.”
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“The Board is responsible for good stewardship of the Company to protect Shareholders’
long- term interests and ensure its social and environmental obligations are fulfilled. Through
the Corporate Responsibility, Sustainability, Ethics and Compliance (CRSEC) Committee, it is
working to integrate sound governance principles in business decision-making as itmoves from
a risk and safety-led approach to one that aligns environment and sustainability issues with
performance and purpose.”

® Appearance of E&S Disclosure in Letters from the Chairman or ‘ _
Chief Executive o T

Chief Executive YoY Increase

45 of the 50 companies surveyed (or 90%) included disclosure

of board oversight of E&S issues, and 9 companies (or 18%) o I 18
increased the extentor type of the disclosure from 2018 to 2019. 90/0 -
Examples ofthe disclosure for 2019 annual reports included the

following:

Human capital management: “Despite all the change, we have continued to develop and investin
our people, the core strength of our Company, developing new ways to help them to build their
skills and improve the consistency with which we approach our work. We also continue to work
on the three pillars of our diversity and inclusion agenda: a diverse workforce, an inclusive
environment, and meritocratic processes. We have seen significantimprovements since | joined
the Company — the Board is now 23% female and 23% ethnic minority members. Five of my
twelve direct e xecutive reports are women and we have very active affinity groups including our
LGBTQ+ community, Spectrum. | recognise there is more to do across all areas of diversity and
inclusion.Onlybyhaving a diverse and inclusive workforce will we be successful and harness the
full range of talent that we need.”

Environmental:“In the Strategic reportwe describe how the Board takes intoaccount theinterests
of all our stakeholders. As an insurance company, we also understand better than most the
imperative to act with urgency and conviction to help combat climate change. Although our
environmental credentials are well-established,we are committed to doingmore, both on our own
accountand in alliance with others. We have invested £6 billion in green assets since 2015 alone,
including £3.8 billion in low carbon infrastructure (predominantly solar and wind power) and £2.2
billion in green and sustainable bonds. We expect this to increase significantly in the future. In
November2019, Aviva signedup to the United Nations-convened Net Zero Asset Owners Alliance
which brings together some of the world’s biggest pension funds and insurers to commit to net
zero greenhouse gas emissions in theirinvestment portfolios by 2050. We are also committed to
aligning our business to the target set out in the Paris Climate Agreement of limiting global

warmingto 1.5°C above pre-industriallevels.”

General statement: “Long-term success requires good stewardship of our business andfulfilment
ofoour obligations to society. The Board is committed to strengthening governance and e xtending
our risk management capabilities. I'm pleased to report excellent progress in this area. The
Corporate Responsibility, Sustainability, Ethics and Compliance (CRSEC) Committee is gaining
real traction across the Group as it seeks to move from a risk and safety-led approach toa more
holistic stance that aligns environment and sustainability issues with performance and purpose.
RB'’s retention of its FTSE4 Good listing and readmission to the Dow Jones Sustainability Inde x
provide external validation of the work we have been doing and the improvements we have made
to put responsibility at the heart of the way we run our business. We will redouble our focus
on environmental sustainabilityby, for example, reducing, recycling or reusing plastics, reducing
our water footprint and meeting our science-based targets. At the same time, we will connect
our brands even more closely with relevant social issues. Our priority is the safety of our
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(9) SupplyChain Management

49 of the 50 companies surveyed (or 98%) included disclosure of Sy ceit

supply chain management (in terms of E&S policies applied to YoY,Inerense
suppliers with respectto sustainability, human rights, responsible

sourcing and so on), and although only 7 companies (or 14%) I @)
increasedthe extentof their supply chainmanagementdisclosure 98% 14-%>
from 2018 to 2019, 18 companies (or 36%) added quantitative

disclosure metrics on their supply chain, such as number of

jurisdictions inwhichhumanrights impactassessments have been

undertaken, percentage of high-risk supplier sites audited and

percentage of raw materials sourced locally. Examples of the

disclosure for2019 annualreports included the following:

“Our priority is to ensure we partner with known suppliers who meet our high standards of food
quality, animal welfare, sustainability and ethical trade. Our global supply chain integrity
requirements ensurethatwe work onlywithsuppliers whoshare our values.Our Code of Business
Conduct, available on our website, outlines what we expect of all of our partners. Al of our
operations around the world are aiming to source 100% cage-free shell eggs and liquid egg
products by2025. In our US business overthe last year, 40% ofourtotal egg purchase (both shell
and liquid) was certified cage free.”

“Respect for human rights also informs the core principles of our supplier code, Partnering with
Suppliers. Our commitments apply throughout our entire value chain — we will not work with
anyone who does not align with these standards. We have been signatories to the UN
Guiding Principles on Business and Human Rights (UNGP) since 2014. We continue to
embed human rights in line with the UNGP, using our comprehensive human rights impact
assessment (HRIA) process, which considers our entire value chain. Based on localised risk
assessments, we develop mitigation plans for addressing specific human rights risks in order to
strengthen our processes and prevent risks arising. We have identified three external risks as
particularly salient to our business: labour rights, including the risk of child labour, especially in
agricultural supply networks; labour standards for contract workers; and sexual harassmentin
the hospitality sector. We have responded to these risks in a number of ways, such as
awareness programmes focused on child protection. As part of this work, in 2018, we
developed and rolled out training for a variety of internal and external stakeholders including,
in some countries, selected suppliers and aggregators. This year, we commissioned an
independentstudyinto contracted labour, which we will use to develop key mitigation strategies
for next year and beyond. We also developed new standards and training aimed at protecting

“Our Third-Party Oversightprogramme strengthens our supplychain riskmanagementby driving
improvements inour global network ofthird parties. Thisincludes suppliers,distributors and other
organisations with which there is a transfer of value. We want to ensure that the third parties we
work with share our values and ethical and business standards. Our third-party riskassessment
andmitigation programme has beenembedded globallyand continues to be further simplifiedand
refined to make it easier to engage third parties appropriately. During 2019, over 14,000 risk
assessments were completed, and more than 800 third parties identified as high risk have
undergone detailed independentassessments by EcoVadis. During 2019, we continued to work
with our third-party suppliers to reduce Environment, Health and Safety (EHS) risks and
conducted over 40 audits on EHS and ethics. We also expanded our third-party EHS team to
include dedicated EH S professionals within the team based in the countries where our priority
suppliers are located. Priority suppliers are those with whom we have significant spend, that
supportsignificantrevenue and/or are medicallyor R&D critical to the business.Thishas enabled
us to provide more proactive supportthrough engagement visits designed to build capability in
areas ofimprovementidentified through EcoVadis assessments oraudits.”
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Qualitative and Quantitative Disclosures in Annual Reports

In this survey of annual reports, we also reviewed whether the disclosure was only qualitative or both
guantitative and qualitative in nature. We found that a majorityof E&S disclosures inthe annual reports we
reviewed were qualitative and did not provide quantitative metrics;however, certain E&S categories had
more quantitative disclosurethan others (forexample, disclosure onenvironmental matters,human capital
management and social impact and community were more likely to contain quantitative metrics,® as
comparedto disclosure on corporate culture or ethical business practices). Our survey also found that an
increasing number of companies have added some quantitative information to their E&S disclosures,
particularly with respect to certain categories, such as supplychain management, adherence to the TCFD
recommendations and E&S disclosure in letters from the chairman or chief executive.”

FCA Consultation Paper CP 20/3 on Climate-Related Disclosures

In March 2020, the FCA published CP 20/3 concerning proposals to enhance climate-related disclosures
by listed issuers and clarification ofexisting disclosure obligations. The consultation period is currentlyset
to close on 1 October 2020. Among the proposed changes is a new Listing Rule which would require
commercial companies with a UK premium listing to state whether they comply with the TCFD
recommendations and to explain any non-compliance. Based on our survey, in 2019, 35 of the 50
companies surveyed (or 70%) included some form of disclosure on adherence or intended adherence to
the TCFD recommendations, and 17 companies (or 34%) increased the scope of their TCFD disclosures
from 2018 to 2019. Overall, if we were to extrapolate the findings from the survey to the wider set of all
commercial companies with a premium listing, the new Listing Rule requirement proposed by the FCA
wouldnotseem a significantburden for mostsuchcompanies given theirexisting disclosureregimes.What
would be mostimportant would be to highlight the specific ways in which they are non-compliantwith the
TCFD recommendations andhowthey are measuringcompliance generally.

IPO Prospectus Trends
Identifying the Gaps in E&S Disclosure

Whilethe EU Non-Financial Reporting Directive (2014/95/EU), its localim plementationand other legislative
and stakeholder-driven initiatives in the UK and across Europe have led listed companies to provide
extensive E&S disclosures in annual reports, the focus on E&S matters in IPO prospectuses has proved
somewhatmore varied in terms ofapproach and coverage. In addition, for certain categories ofE&S, there
is not yet a critical mass of precedents with any disclosure. We anticipate this area of disclosure will be
changing rapidlygiven increased investor and regulatory focus on E&S matters.

Of the 20 IPO prospectuses surveyed, the table below summarises the categories considered and the
prospectuses which contained some disclosure relevant to the category.®

Prospectuses

Category Containing Disclosure

Environmental (disclosure on environmental policy, conservation efforts,
operating standards relevant to the environment, efficiency, climate change 11 (55%)
initiatives, etc.)

Human capital management (disclosure on employee retention efforts,

" - . . . 19 (98%

growth opportunities), training, diversity, well-being, etc.) (98%)
Corporate culture (disclosure on the type of culture the company tries to 17 (85%)
foster)
Social impact and community (disclosure on communitywelfare orimpact

. : ; o ; 11 (55%)
programs,publicpartnerships,charitable activities, volunteering, etc.)
Supply chain management (disclosure on E&S policies as applied to
suppliers with respect to human rights, sustainability, responsible sourcing, 1(2%)

etc.)
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Prospectuses

. o )
Category Containing Disclosure

Ethical business practices (disclosureonthe nature of practices or policies
relating to ethical behaviour, including but not limited to efforts around anti- 11 (55%)
corruption and bribery)

E&S qualifications of directors (disclosure on whether E&S qualifications,

such as experience/expertise in sustainability, experience in community 0
development or corporate social responsibility, are taken into account in

nominating directors)

E&S goals (disclosure of specificquantitative goalsandmetrics around E&S

o S 5 (30%)
initiatives)

E&S awards 3 (15%)
Adherence to TCFD recommendations 0

The largestgaps relate to supply chain management, E&S qualifications ofdirectors and adherence to the
TCFD recommendations. When compared to the annual reports, of these three, the largest divergences
relate to supplychain managementandadherence to the TCFD recommendations,in which 98%and 70%,
respectively, ofthe 2019 annual reports reviewed in the survey included some disclosure on these topics.

Next Steps for E&S Disclosures in IPOs

We believe that disclosure of E&S matters in IPO prospectuses will continue to be driven by general
concepts of materiality and investor expectation. However, as E&S matters become more prominentin
overall disclosures andasinvestors come to expectincreaseddisclosure on thesetopics, theywill naturally
become more material. In part, which categories of E&S disclosure will be more relevant or material will
depend on the industry involved. The exercise of preparing IPO disclosure should be informed by annual
report disclosures of comparable listed companies in order to have a clear idea of the qualitative and
quantitative E&S disclosures listed companies are already disclosing and which the IPO company would
need to disclose going forward as alisted company.

White & CaseLLP
5 Old Broad Street

London

EC2N 1DW

T

+44 20 75321000

In this publication, White & Case means the international legal practice comprising White & Case LLP, aNew York State registered limited
liability partnership, White & Case LLP, a limited liability partnership incorporated under English law and all other affiliated partnerships,
companies and entities.

This publication is prepared forthe general information of our clients and other interested persons. Itis not, and does not attempt to be,
comprehensive in nature. Due to the general nature of its content, it should not be regarded as legal advice.

© 2020 White & Case LLP

1The companies considered in this survey in respect of annual reports were Anglo American plc, Associated British Foods

plc, AstraZenecaplc, Avivaplc, BAE Systems plc, Barclays plc, BHP Group plc, BP plc, British American Tobaccoplc,
BT Group plc, Bunzl plc, Carnival plc, Centrica plc, Compass Group plc, CRH plc, DCC plc, Diageo plc, DS Smith plc,
EVRAZ plc, Ferguson plc, GlaxoSmithKline plc, Glencoreplc, HSBC Holdings plc, International Consolidated Airlines
Group S.A., Imperial Brands plc, J. Sainsbury plc, Johnson Matthey plc, Kingfisher plc, Lloyds BankingGroup plc, Marks
& Spencer Group plc, Melrose Industries plc, Mondiplc, National Grid plc, Prudential plc, Reckitt Benckiser Group plc,
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RELX plc, Rio Tinto plc, Rolls-Royce Holdings plc, Royal Dutch Shell plc, RSA Insurance Group plc, Smurfit Kappa
Group plc, SSE plc, Standard Chartered plc, Tesco plc, The Royal Bank of Scotland Group plc, TUI AG, Unilever plc,
Vodafone Group plc, WM Morrison Supermarkets plc and WPP plc. Of these 50 companies, at thetime of publication of
this report, two companies, DS Smith plc and Smurfit Kappa Group plc, also qualified for the Green Economy Mark from
the London Stock Exchange, which was established in 2019 and indicates the issuer meets certain criteria for green
revenues. Todate, nearly 50 LSE Main Market issuers have qualified for this mark.

2The categories analysed for the annual reports comprised: (1) environmental matters; (2) human capital management; (3)
corporate culture; (4) social impact and community; (5) supply chain management; (6) ethical business practices; (7)
political contribution policies; (8) appearance of E&S disclosure in letters from the chairman or CEO; (9) prominence of
E&S disclosures near the front of the annual report; (10) board oversight of E&S issues; (11) E&S qualifications of
directors; (12) E&S issues in shareholder engagement; (13) E&S goals; (14) awards for E&S matters; (15) reference to a
sustainability website or report; and (16) adherence to and disclosure around the recommendations promulgated by the
Task Force on Climate-related Financial Disclosures (“TCFD”).

3 The prospectuses reviewed in this survey in respect of IPOs were Airtel Africa plc, AJ Bell plc, Amigo Holdings plc, ASA
International Group plc, Aston Martin Lagonda Global Holdings plc, Avast plc, DNEG plc (postponed), DWF Group plc,
Energean Oil & Gas plc, Finablr plc, Funding Circle Holdings Limited, Helios Towers plc, IntegraFin Holdings plc,
Network International Holdings Limited, Quilter plc, Reassure Group plc (postponed), ResoluteMining Limited, Trainline
plc, Vivo Energy plcand Watches of Switzerland Group plc.

4 The categories analysed for the IPO prospectuses comprised: (1) environmental matters; (2) human capital management;
(3) corporate culture; (4) social impact and community; (5) supply chain management; (6) ethical business practices; (7)
E&S qualifications of directors; (8) E&S goals; (9) awards for E&S matters; and (10) adherenceto and disclosure around
the T CFD recommendations.

5Public company E&S disclosures vary significantly for a variety of reasons, and the disclosure examples included in this
article arerepresentative of the subjects covered within each applicable category. The examples of ESG disclosure inthis
article are fromthe 2019 annual reports of the following companies (listed in order of appearance): Vodafone Group plc,
SSEplc, Anglo American plc, RELX plc, Unilever plc, RSA Insurance Group plc, Rolls-Royce Holdings plc, Centricaplc,
AstraZeneca plc, Reckitt Benckiser Group plc, Compass Group plc, Diageo plcand GlaxoSmithKline plc.

6 For example, in the 2019 annual reports surveyed, the following included quantitative disclosure on various topics:
environmental matters —50 annual reports; human capital management —48 annual reports; social impact and community
— 40 annual reports; supply chain management — 25 annual reports.

"For example, increased quantitative disclosure from 2018 to 2019 filings was found in the following categories: supply
chain management—18 annual reports; adherenceto TCFD recommendations —14 annualreports;E&Sdisclosure in letters
from the chairman or chief executive — 11 annual reports; E&S highlights near the cover page — 10 annual reports; and
E&S issues inshareholder engagements —10 annual reports.

8 In this case, disclosure is considered which goes beyond anything already required by the Prospectus Regulation or Listing
Rules,suchas “adescription of any environmental issuesthat may affectthe issuer’s utilisation of the tangible fixed assets”,
numbers ofemployees and general corporate governance matters.
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