ICAEW welcomes the opportunity to comment on CP26/5: Aligning listed issuers’ sustainability
disclosures with international standards published by the Financial Conduct Authority on 30
January 2026, a copy of which is available from this link.

We are strong supporters of the International Sustainability Standards Board’s (ISSB)
IFRS® Sustainability Disclosure Standards and welcome the FCA'’s proposals to align listed
companies’ sustainability disclosures with the UK-endorsed versions of these standards (UK
SRS). Given the evolving expectations around sustainability reporting and the varying levels
of market readiness, we recognise the pragmatic value of the FCA'’s proposed “comply or
explain” approach for Scope 3 reporting and sustainability-related disclosures beyond climate-
related information under UK SRS S1. However, once conditions allow, a full transition to
comprehensive UK SRS reporting will be essential to maintain international comparability,
provide investors with consistent and decision useful information, and avoid the UK falling
behind other jurisdictions. To support this progression, we recommend that the FCA
establishes a clear review point to prevent interim flexibility from persisting longer than
necessary and to give preparers greater certainty as they develop their reporting capabilities.
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This response of 20 March 2026 has been prepared by the ICAEW Corporate Reporting Faculty.
Recognised internationally as a leading authority on corporate reporting, the faculty, through its
Financial and Non-Financial Reporting committees, is responsible for formulating ICAEW policy on
corporate reporting issues and makes submissions to standard setters and other external bodies
on behalf of ICAEW. The faculty provides an extensive range of services to ICAEW members and
faculty subscribers including providing practical assistance with common corporate reporting
problems.

ICAEW is a world-leading professional body established under a Royal Charter to serve the public
interest. In pursuit of its vision of a world of sustainable economies, ICAEW works with
governments, regulators and businesses and it leads, connects, supports and regulates more than
210,000 members and students around the world. 98 of the top 100 global brands employ ICAEW
Chartered Accountants. ICAEW members work in all types of private and public organisations,
including public practice firms, and are trained to provide clarity and rigour and apply the highest
professional, technical and ethical standards.
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KEY POINTS

SUPPORT FOR ALIGNMENT WITH INTERNATIONAL STANDARDS

1.

We welcome the opportunity to respond to the proposals set out in this consultation and
strongly support the Financial Conduct Authority’s (FCA) intention of aligning listed issuers’
sustainability disclosures with international disclosures. ICAEW is a strong supporter of the
International Sustainability Standards Board (ISSB) Standards and has encouraged the
government to endorse UK Sustainability Reporting Standards (UK SRS) — the UK’s
adoption of the ISSB’s global framework - without delay. We are therefore pleased to see the
FCA taking an important step towards implementing these standards within the UK
regulatory framework.

We strongly support the FCA’s proposal to replace the existing rule aligned with the Task
Force on Climate-related Financial Disclosures (TCFD), with mandatory reporting under UK
SRS S2 Climate-related disclosures and relevant parts of UK SRS S1 General requirements
for disclosure of sustainability-related financial information. This represents a natural and
timely progression following the disbanding of the TCFD (the ISSB Standards marking the
culmination of its work) and ensures that the UK’s climate-related disclosure requirements
remain aligned with the ISSB’s globally recognised standards.

THE PROPOSALS IN THE CONTEXT OF FINAL UK SRS

3.

We recognise and welcome the FCA'’s efforts to progress implementation of UK SRS at
pace. The timing of the consultation, issued shortly before the final standards were
published, has nonetheless made it more difficult for stakeholders to navigate the proposals.
This is particularly the case in relation to the proposals on implementation, transition, and the
proposed “comply or explain” approach to Scope 3 emissions and reporting under UK SRS
S1 beyond climate-related information.

As communicated by the Department for Business and Trade (DBT) in its letter dated 5
January 2026, the final UK SRS allow the FCA to determine when the transitional reliefs -
namely the relief from reporting Scope 3 emissions and the relief from providing
sustainability-related information under UK SRS S1 beyond climate-related disclosures -
should end. For the purposes of our response, we assume that the optional transitional
reliefs would apply for one and two years respectively as set out in the draft UK SRS and the
FCA'’s consultation. However, we believe that the FCA’s proposals could be interpreted in
different ways when read alongside the final published UK SRS. It is therefore essential that
the FCA revisits and clarifies its proposals before issuing the final rules. In particular, clarity
on the intended approach to the availability and timing of these reliefs is needed to avoid
uncertainty. If the FCA chose to extend these reliefs or take a different approach, then that
would likely impact our views set out in this response regarding the proposed “comply or
explain” approach.

A PATHWAY TO FULL UK SRS MANDATORY REPORTING

5.

We have heard a wide range of views on the proposed “comply or explain” approach for
Scope 3 reporting and UK SRS S1 reporting beyond climate-related information. On balance,
and given the range of emerging expectations around sustainability-related disclosures and
the evolving nature of market practice, we see a short term “comply or explain” period as a
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pragmatic interim step. As soon as it is feasible, however, we strongly support a transition to
full mandatory reporting to ensure international comparability, provide investors with
consistent and decision-useful information, and avoid the UK falling behind other
jurisdictions.

6. To support this transition, we recommend that the FCA sets out a clear future review date to
formally assess the continued need for a “comply or explain” approach. The proportionality
mechanisms built into UK SRS already provide flexibility for preparers and in many cases
offer a more appropriate way of addressing difficulties in readiness. If “comply or explain”
remains in place for too long, there is a risk that entities may rely on it instead of making full
and effective use of these proportionality mechanisms.

7. A defined review point would give the FCA time to assess reporting quality, levels of
preparedness and emerging market needs, while helping to ensure that additional flexibility
does not persist for longer than necessary. It would also provide greater certainty for
preparers as they plan and develop their reporting capabilities.

MATERIALITY AT THE FOREFRONT

8. Materiality (as defined by paragraphs 17-19 of UK SRS S1) must remain the central principle
guiding sustainability disclosures under UK SRS. “Explain” disclosures, in particular, may
encourage compliance-driven behaviours. For example, companies may feel obliged to
either explain the omission of immaterial matters or, conversely, to disclose immaterial
information simply to demonstrate compliance. As a result, preparing explanations could add
avoidable costs without delivering benefits to users. Clear regulatory messaging will
therefore be important to ensure any proposed “explain” disclosures remain aligned with
materiality, capable of assurance and consistent with the design and intent of UK SRS.

STRENGTHENING THE FOUNDATIONS FOR A CREDIBLE UK SUSTAINABILITY
ASSURANCE MARKET

9.  We support the FCA’s proposals to enhance transparency around the voluntary use of
third-party assurance and recognise this as an important and pragmatic step to improving
trust and comparability in sustainability reporting.

10. Looking ahead, ICAEW considers this an important step in moving towards a robust and
internationally-aligned sustainability assurance market. We support a strategic, phased
pathway towards mandatory assurance, initially focused on limited assurance, and
underpinned by clear messaging and expected timelines. This approach should be closely
aligned with, and supportive of, broader developments being progressed by DBT and the
Financial Reporting Council (FRC), including a voluntary sustainability assurance practitioner
register due to launch in the middle of 2026. A coordinated approach built around clear
regulatory signalling, appropriate standards and strengthened market capacity will be
essential for delivering high-quality, comparable and decision-useful sustainability-related
information that enhances UK market competitiveness.

11. Finally, we believe there is a strong need for targeted education and clear communication
across the full sustainability reporting and assurance ecosystem to bridge gaps in knowledge
and expectations. Such efforts should help stakeholders understand the nature, extent and
limitations of assurance work, as well as the basis for the conclusions reached. The audience
for this will need to reach those traditionally involved in financial reporting — who will be
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encountering new concepts and expectations - as well as the wider range of users now
engaging with sustainability information.

ANSWERS TO SPECIFIC QUESTIONS

Question 1 - Do you agree with the proposed scope of our rules? If not, what alternative

scope would you suggest and why?

12. ICAEW agrees with the proposed scope set out within the consultation. Retaining the same
scoping as the existing TCFD-aligned disclosure requirements is both proportionate and
pragmatic, as these companies are generally well-prepared and have established processes
in place.

Question 2 — Do you agree that we should replace our TCFD-aligned rule (which has not
been updated since 2023 due to TCFD being disbanded) and guidance with requirements to
report against UK SRS S2 (and relevant aspects of UK SRS S1)? This would be for
companies with a listing in the commercial companies, non-equity shares and non-voting
equity shares, and transition categories. If not, what alternative approach would you
suggest and why?

13. We strongly agree with replacing the TCFD-aligned rule with a requirement to report against
UK SRS S2 (and the relevant aspects of UK SRS S1). This represents a natural and timely
progression given the disbanded status of the TCFD.

14. ICAEW is a strong supporter of the ISSB’s IFRS Sustainability Disclosure Standards and has
welcomed the government’s commitment to endorsing UK SRS S1 and UK SRS S2. We are
therefore pleased to see the FCA propose requiring disclosure in accordance with the UK
SRS framework. Reporting against ISSB-based requirements will not only enhance the
consistency, comparability, and usefulness of climate-related disclosures for investors and
other stakeholders, but will also support more efficient and better-informed capital allocation
by providing markets with high-quality decision-useful information. These benefits contribute
to a more coherent and robust sustainability reporting landscape in the UK.

Question 3 — Do you agree that the UK SRS S2 reporting requirements should apply on a
mandatory basis (with the exception of Scope 3 emissions, as addressed in Q4)? If not,
what alternative approach would you suggest and why?

15.  We strongly agree that UK SRS S2 reporting requirements should apply on a mandatory
basis. UK listed companies are well placed to implement this standard given their existing
experience with TCFD-aligned disclosures and the maturity this has brought to their climate-
related reporting. The proportionality built into the standard further supports this transition,
recognising that companies globally will be starting from different levels of readiness.

16. Itis important to emphasise the role of materiality in mandatory reporting, which provides an
integral proportionality mechanism. Mandatory requirements should not be interpreted as
obliging companies to disclose every datapoint regardless of its relevance. A core principle
underpinning UK SRS is that disclosures should focus on material information. A strong
regulatory signal - in the form of mandating UK SRS S2 - helps to reinforce this principle and
avoid unnecessary reporting that risks reducing the overall clarity and usefulness of
disclosures.
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Question 4 - Do you agree that UK SRS S2 Scope 3 reporting should apply on a ‘comply or
explain’ basis, for companies with a listing in the commercial companies, non-equity shares
and non-voting equity shares, or transition categories? If not, what alternative approach
would you suggest and why?

17. We understand the rationale for implementing Scope 3 reporting on a “comply or explain”
basis and can support this approach, provided there is an intention to end this flexibility when
no longer needed.

18. We therefore recommend that the FCA identifies a clear point at which the need for this
continued flexibility will be reviewed. That review should be undertaken with the aim of
determining when the market is sufficiently developed to move towards full mandatory Scope
3 reporting, taking account of the evolution of methodologies, data availability and user
expectations.

19. Our recommendation is informed by several observations:

a) Scope 3 emissions typically represent a significant proportion of an entity’s overall
emissions profile and are therefore an important element of climate-related
reporting. A commitment to review whether flexibility remains necessary - with the
aim of moving towards mandatory reporting - would help drive progress and provide
clarity for preparers and users. Evidence from the FRC’s July 2022 Thematic review
of TCFD disclosures and climate in the financial statements, which found that 17 of
the 25 companies reviewed disclosed Scope 3 information, also demonstrates that
many listed companies are already engaging meaningfully with Scope 3 reporting.

b) International practice is moving in the direction of mandatory Scope 3 reporting.
Several jurisdictions have already mandated Scope 3 reporting and a forward-
looking regulatory stance would help ensure the UK remains aligned with
international developments and maintains its global competitiveness.

c) UK SRS S2 already incorporates proportionality. The ability to use reasonable and
supportable data obtainable without undue cost or effort and to apply estimation
techniques where necessary, acknowledges the practical challenges companies
face. These mechanisms make clear that the objective, at this stage, is to provide a
reasonable, decision-useful picture of value chain emissions while methodologies,
data availability and market practices continue to mature. In finalising the UK SRS,
the government has also introduced an additional proportionality mechanism for
Scope 3 GHG emissions, specifically for situations where an entity concludes that it
is impracticable to reliably estimate financed emissions for the same reporting
period as the related financial statements. Extending a “comply or explain” approach
for too long risks diverting attention away from these proportionality mechanisms
and could ultimately undermine the quality of reporting.

20. To ensure consistent and meaningful use of any “explain” option, greater clarity on how
preparers are expected to use it in relation to Scope 3 reporting would be beneficial. Without
guidance, there is a risk that “explain” could be interpreted more narrowly than intended—for
example, as applying only in cases where data is unavailable. Preparers may also feel
compelled to justify the absence of disclosures relating to immaterial information. In practice
more nuanced explanations may be appropriate, such as where alternative information is
currently more decision-useful or where methodologies are still developing. Clear regulatory
expectations will therefore be essential to promote consistency, comparability and high-
quality reporting.

Question 5§ - Do you agree with our proposals regarding the location of UK SRS S2 climate-
related disclosures? If not, what alternative approach would you suggest and why?

21.  We support the proposals regarding the location of the UK SRS S2 climate-related
disclosures. Allowing companies flexibility within the annual report enables preparers to
present disclosures in the most coherent and meaningful way, supporting clearer
communication and improved usability for investors and other users.

© ICAEW 2026 6



ICAEW REPRESENTATION 25/26 CP26/5: ALIGNING LISTED ISSUERS’ SUSTAINABILITY DISCLOSURES WITH
INTERNATIONAL STANDARDS

22. On balance, we support retaining the option to cross-reference to another report published
by the company in line with UK SRS S1 paragraphs B45-B47. While our preference is for all
material information to be presented directly within the annual report—ensuring it is easily
accessible to investors and other stakeholders—we recognise that cross-referencing can
offer practical benefits, such as avoiding duplication, and meeting different stakeholder
needs. However, cross-referencing should not fragment disclosures or obscure material
information for primary users of the annual report. Clear expectations from the FCA would
help ensure that preparers take this into account and maintain the overall coherence and
navigability of the annual report. Overall, the proposed approach is consistent with ISSB
Standards and therefore helps to maintain international alignment — an outcome we strongly
support.

23. We would like to point out that the current drafting of 6.6.6R 8(c) does not make clear that
cross-referencing is permitted in line with UK SRS S1. As drafted, it simply requires a
company to state “where in its annual financial report the disclosures and, if applicable,
information required by 7A to 7C can be found”. We encourage the FCA to revisit the
proposed wording in this section to ensure it is clear, understandable and aligned with the
intended policy outcome.

Question 6 - Do you agree that UK SRS S1 non-climate reporting requirements should apply
on a ‘comply or explain’ basis for companies with a listing in the commercial companies,
non-equity shares and non-voting equity shares, or transition categories? If not, what
alternative approach would you suggest and why?

24. Although we would have preferred a direct requirement for companies to report fully against
UK SRS from the outset, we recognise that companies need time to develop the necessary
systems, processes and data capabilities. In this context, we encourage the FCA to signal
that a “comply or explain” flexibility is intended to support this period of development and is
not intended to be a permanent feature of the regulation.

25. We therefore recommend that the FCA commits to a future review of this flexibility. As with
Scope 3 reporting (see our answer to question 4), this review should consider whether
continued flexibility remains appropriate and consider when a shift to full mandatory reporting
would be justified. Without such a process, extended flexibility could slow down progress in
sustainability reporting and affect the UK’s market competitiveness. As soon as feasible, we
support full mandatory implementation of the ISSB-aligned UK SRS to ensure international
comparability, provide investors with consistent and decision-useful information, and avoid
the UK falling behind other jurisdictions.

26. In applying any flexibility relating to wider sustainability reporting under UK SRS S1, it will be
important for the FCA to emphasise that materiality remains the core principle guiding
disclosures. Without clear messaging, there is a risk that companies may feel pressure to
explain the omission of immaterial matters or may be uncertain about how to apply
materiality when determining what belongs in an “explain” disclosure. Clear regulatory
messaging on this point will be critical to ensuring disclosures remain focused, decision-
useful and consistent with the design of UK SRS.

27. Finally, we highlight that some listed companies subject to the EU’'s CSRD or other regimes
may find a prolonged “comply or explain” approach less beneficial, as they will be required to
meet more prescriptive disclosure requirements regardless of the FCA’s position. In this
context, working towards international equivalences and enabling efficient ‘passporting’ of
disclosures across jurisdictions becomes increasingly important. In the meantime, a clear
commitment to review the ongoing need for flexibility would support greater global alignment
and help companies streamline reporting across multiple regulatory frameworks.
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Question 7 - Do you agree with our proposals regarding the location of UK SRS S1

sustainability-related disclosures? If not, what alternative approach would you suggest and

why?

28. We agree with the proposals regarding the location of UK SRS S1 sustainability-related
disclosures and refer to our comments under question 5.

Question 8 - Do you agree with our proposals for listed companies to disclose whether and
where they have published a climate-related transition plan, if they have one, or stating why
they have not published one? If not, what alternative approach would you suggest and
why?

29. While ICAEW recognises the importance of climate-related transition plans, we do not
consider the proposal for listed companies to disclose whether or not they have published
such a plan as necessary. UK SRS S2 already requires disclosure of transition plan
information where the entity has one. Introducing a separate obligation to affirm the
existence (or absence) of a climate-related transition plan risks generating boilerplate, low-
value reporting and could create pressure on companies to develop transition plans
prematurely, or to give lengthy justifications for not yet having one.

30. Following on from the above, we are concerned that the proposals could be seen as a
mechanism to pressure companies into adopting transition plans. Decisions on whether, and
when, entities should be required to develop such plans are, in our view, a broader policy
matter more appropriately led by the Department for Energy, Security, and Net Zero
(DESNZ). ICAEW supports the introduction of a phased, government-led approach to
transition planning. However, as expressed in our response to the DESNZ consultation on
Transition Plan Requirements (September 2025), we note that the primary challenge in this
area lies not in disclosure requirements, but in the development of credible and actionable
plans themselves. We therefore caution against introducing a simple transparency disclosure
as it risks creating unintended consequences without meaningfully advancing the quality of
transition planning.

Question 9 - Do you agree with our proposal to note in guidance that listed companies may
wish to use the IFRS Educational Material? If not, what alternative approach would you
suggest and why?

31.  We have some concerns that referencing the IFRS Educational Material on Transition Plan
Disclosure in the FCA Handbook Guidance may add limited value in practice. Referencing
these materials may create an implicit expectation that preparers must justify whether they
have or have not consulted such resources if introduced under a “comply or explain”
approach, potentially increasing administrative burden without significantly improving the
quality of reporting.

32. However, in the interests of global alignment and consistency, we support encouraging the
use of IFRS Educational Materials. We are aware that the ISSB has issued various such
materials to support consistent application of both IFRS S1 General Requirements for
Disclosure of Sustainability-related Financial Information and IFRS S2 Climate-related
Disclosures. It is not clear to us why the IFRS Educational Material regarding transition plan
disclosures should be highlighted specifically in FCA guidance, without referencing other
relevant IFRS Foundation resources. Therefore, we believe the FCA Handbook Guidance
should instead include a statement that listed companies may wish to use IFRS Educational
Materials generally.
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Question 10 - Do you agree with our proposals for transparency about third-party
assurance, where it has been obtained voluntarily? If not, what alternative approach would
you suggest and why?

33.

34.

35.

36.

ICAEW supports the FCA’s proposals for transparency around the use of third-party
assurance. We do, however, suggest the wording is updated to reflect where assurance has
been “sought” voluntarily rather than “obtained”. We think this is an important distinction and
more accurately reflects the nature of the engagement without pre-empting or implying
assurance conclusions reached. Reference to “obtained” could be misconstrued as having
provided the sought level of assurance irrespective of conclusions reached, ie, any adverse
or modified opinions.

We agree that the disclosures set out in paragraph 7.7 of the consultation (subject to the
points set out below) will enhance comparability and help users understand the scope and
level of assurance undertaken. This approach is also a pragmatic and proportionate step at a
time when a regulatory assurance framework is still to be developed.

It is important that the FCA proposals for assurance align with, and support, broader

assurance framework developments being progressed by DBT and the FRC to establish a

voluntary register and oversight regime. To that end we suggest assurance disclosures, as

outlined in paragraph 7.7, also include whether the assurance practitioner is listed on the

FRC’s voluntary register, as and when it comes into effect.

To ensure consistent market practice, we recommend the FCA provides further clarity on the

following elements of the proposals:

a) Expected assurance standards — given that ISSA (UK) 5000 has now been endorsed
for use in the UK, the FCA should explicitly reference it as the expected standard to
avoid perpetuating divergent assurance approaches.

b)  Publication of assurance reports — the proposals refer to disclosing where an
assurance report can be found “if published” but do not explain when publication would
not be expected, or why it is deemed necessary to disclose when assurance has been
sought and conclusions not made public. We suggest the FCA clarifies the intended
scenarios or considers strengthening the disclosure expectation to focus on publicly
available assurance conclusions with transparent outcomes that inform external
stakeholders.

Question 11 - What benefits and costs would arise from mandatory assurance requirements
for sustainability-related information? Where possible, please include how the benefits and
costs could vary depending on factors such as the type of listed company, implementation
approach or level of assurance obtained. Please be as specific as possible in your response

37.

38.

39.

ICAEW considers that a well-designed mandatory assurance framework could deliver
significant long-term benefits. However, substantial risks also arise if requirements are
introduced before the market is sufficiently prepared.

Assurance of an entity’s sustainability information is a critical component of the sustainability
reporting infrastructure, providing investors with credible and decision-useful information. It is
increasingly valued by investors and can strengthen confidence in decision-making that
supports long-term economic growth. By helping to drive capital flows, high-quality
sustainability assurance and related regulatory oversight will strengthen the UK’s
attractiveness for investment and as a centre for sustainable finance, which is essential for
long-term economic growth. In addition, clearer regulatory expectations could catalyse
investment in skills and capacity across the assurance market, supporting its development
and enhancing competition.

Nonetheless, challenges remain. The UK sustainability assurance market is still developing,
and voluntary engagements currently vary in scope, approach and cost, reflecting differing
levels of reporting maturity and assurance ambition. Company readiness also differs, with
some still building the processes, internal controls and available data needed to produce
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assurance-ready sustainability information. These will continue to develop and mature,
requiring ongoing time and investment across all market participants.

Question 12 - Do you have any further views on sustainability assurance which we should
factor into future policy development? For example, any views on the type of information
that should be assured, the feasibility of limited and reasonable assurance, or over what
timeframe we should revisit our approach.

40. Itis vitally important that the UK has an assurance framework consisting of high-quality,
consistent assurance standards and strong and practical ethical and independence
requirements, with effective monitoring and oversight.

41. ICAEW supports the FCA'’s direction of travel on sustainability assurance but encourages the
FCA to adopt a more strategic, phased and clearly signposted approach. Clear messaging
and a defined timeline for the direction of sustainability assurance are essential. This will help
preparers, assurance practitioners and regulators build the capability and capacity needed
across all firm sizes, reducing risks of market concentration, improving competition, and
strengthening market resilience. Greater clarity will also minimise disruption, support a
smoother transition, and enable businesses to make informed investment decisions in the
short, medium and long term.

42. We continue to support voluntary limited assurance in the first instance, followed by
mandatory limited assurance. Achieving reasonable assurance will require more mature
systems and controls and should only be introduced on an informed, phased and
proportionate basis.

43. It will also be important for the FCA to clearly define the scope of sustainability-related
information that will require mandatory assurance, so that preparers, assurance practitioners,
and users share aligned expectations. We emphasise the need for close coordination
between the FCA, DBT and FRC to ensure a holistic and effective regulatory model. This
should include the use of a consistent sustainability assurance standard, promotion of the
FRC’s voluntary sustainability assurance practitioner register, and alignment on quality
management, training, ethics and independence requirements, with monitoring and
oversight.

44. We strongly support ISSA (UK) 5000 as the core standard for sustainability assurance,
noting that international alignment is essential for credibility and global comparability. We
believe that its use should be made mandatory for all sustainability assurance engagements
(whether undertaken on a voluntary basis or mandated) as soon as feasible.

Question 13 - Do you agree with our proposed implementation approach and transitional
arrangements for the commercial companies, non-equity shares and non-voting equity
shares, and transition categories? If not, what alternative approach would you suggest and
why?

45. Now that the transitional reliefs in the final UK SRS are no longer time-bound, it is essential
for the FCA to clarify how its proposed implementation approach and transitional
arrangements are intended to operate in practice. This is needed to reduce the confusion
about how the proposals interact with the final UK SRS standards. Based on the consultation
document, we assume that the optional transitional reliefs in relation to the reporting of scope
3 emissions and disclosures in accordance with UK SRS S1 beyond climate-related
information will remain as one and two years respectively. If the FCA chose to extend these
reliefs or take a different approach, then that would likely impact our views set out in this
response regarding the proposed “comply or explain” approach.

46. We support the FCA’s proposed effective date of 1 January 2027, which is realistic given
current market conditions and the delays in finalising the UK SRS framework.
Implementation of UK SRS is a priority and while it is unfortunate that the final UK SRS were
not available when this consultation was published, we recognise and commend the FCA’s
efforts to progress implementation at pace.
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47. We are supportive of the option for early adoption, which now may be more achievable for
some companies given that the transitional reliefs within the final UK SRS are available
immediately. However, as noted above, now that the UK SRS has been formally endorsed, it
will be important for the FCA to clarify how it intends implementation and early adoption to
operate in practice.

48. We also highlight that from a preparer’s perspective, implementation timelines (particularly
for any future requirements or removal of reliefs) cannot be viewed in isolation. Companies
must prepare not only for these proposals but also for assurance readiness, the
strengthening of risk management requirements in accordance with Provision 29 of the UK
Corporate Governance Code (2024), and compliance with other jurisdictional frameworks to
which they may be subject, such as the CSRD. These broad demands on companies
reinforce the need for realistic timelines and clear regulatory signalling.

Question 14 - Would you expect to be an early adopter of our proposed new rules? If so, do
you have any comments on our proposed approach?

49. As ICAEW is not a preparer and does not produce disclosures within the scope of the
proposed requirements, we cannot answer this question directly. However, we note that the
window for early adoption is limited, and many may therefore choose to wait until the
requirements are fully effective rather than adopt them on a voluntary basis.

Question 15 - Do you agree with our proposals for companies in the secondary listing
category and the depositary receipts category not to disclose against the UK SRS, but
instead to disclose which overseas climate and sustainability standard they are subject to,
or which they voluntarily adopt? If not, what alternative approach would you suggest and
why?

50. On balance, we agree with the proposal that companies in the secondary listing and
depositary receipts categories should not be required to disclose against the UK SRS, but
instead should disclose what standards they are subject to or which they voluntarily adopt.
We consider this a pragmatic approach, and are of the view that the FCA’s implementation of
UK SRS for in-scope UK-listed companies will help demonstrate the benefits of adopting
internationally aligned standards, thereby supporting progress towards a global baseline for
sustainability reporting.

51. That said, we are concerned that the proposals will reduce current reporting obligations for
companies in these categories that are not subject to sustainability-related disclosure
requirements in their primary listing location, as the existing TCFD climate-related disclosure
requirements will be removed. If the markets operate as intended, companies will see the
benefit of the transparency provided by UK SRS, thus enhancing their access to capital
markets. However, differing requirements for domestic and overseas companies may lead to
unintended outcomes. Furthermore, such an approach could weaken the UK’s voice on
promoting equivalence of sustainability reporting standards.

52. In our view, the FCA should take a holistic approach to setting requirements for secondary
listing companies. Removing TCFD climate-related disclosure requirements in isolation (for
example, without considering disclosure requirements relating to board diversity) could
create inconsistent messaging regarding the expectations placed on this category of
companies. We believe the FCA should establish and clearly articulate the basis on which
disclosures for this group are required.

53. Nonetheless, we recognise that secondary listings and depositary receipts are designed to
be a lighter-touch mechanism for accessing UK capital markets, and therefore imposing
additional UK-specific sustainability reporting obligations appears unnecessary, particularly in
the current economic and regulatory environment. On this basis, and notwithstanding the
concerns outlined above, we agree with the proposals for these categories of companies.
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Question 16 - Do you agree with our proposals for transparency about third-party

assurance, where it has been obtained, for companies in the secondary listing category and

the depositary receipts category. If not, what alternative approach would you suggest and

why?

54. We agree with the proposals for transparency about third-party assurance relating to
companies in the secondary listing and depositary receipts categories. Please refer to our
comments included in response to question 10 above, which are also relevant here.

Question 17 - Do you agree with our consequential amendments to enable asset managers,
life insurers and FCA-regulated pension providers in scope of UKLR to cross refer to UK
SRS S2 disclosures in their TCFD entity report, where applicable? If not, what alternative
approach do you suggest, and why?

55. We agree with the consequential amendments described above to enable cross-reference to
UK SRS S2 disclosures in the TCFD entity report, where applicable. We welcome the FCA'’s
approach in taking a holistic view of its reporting requirements, which reduces duplication
and recognises the value of consistency across reporting.

Question 18 - What are the benefits and costs of digital tagging of sustainability
information? For example, are there any disclosures under UK SRS for which you would
find digital tagging most useful, and how would the information be used? Please be specific
in your response.

56. As outlined in our response to the FRC’s discussion paper on Opportunities for future UK
digital reporting (November 2024), we believe that any future digital tagging requirements
should be considered within the wider UK corporate reporting landscape and supported by a
comprehensive cost-benefit analysis focusing on users of the financial statements.

57. Our stakeholders have expressed that implementing digital tagging is costly and the benefits
for the users of sustainability information (ie, existing and potential investors, lenders and
other creditors) are unclear. There is a need for greater and more widespread understanding
of the benefits of tagging sustainability information, which in turn would help drive
engagement and improve the quality of tagging.

58. Digital tagging of sustainability information is likely to be particularly complex due to the
nature of such disclosures, with differing requirements across jurisdictions. We therefore
encourage the FCA to draw on lessons learned from other jurisdictional sustainability
reporting regimes — for example, we note the introduction of mandatory digital tagging for
sustainability information reported under CSRD has been postponed. Looking ahead, we
encourage any activity in this area to begin with digital tagging of UK SRS S2 disclosures, as
this is likely to be more straightforward and widespread use of such information would
provide significant benefits for preparers.

Question 19 - What are your views on digital reporting? Are issuers in a position to digitise
sustainability reporting, or as a service provider, to support preparers with this? If not, how
long do you think it would take?

59. We recognise and support efforts by regulators to explore the development of digital
reporting in the UK and recognise that, with evidence-based implementation, this brings
opportunities to enhance the transparency, comparability and accessibility of financial
information.

60. In our view, a clear and agreed definition of digital reporting is essential to ensure that all
stakeholders start from a common understanding. Our stakeholders have expressed the view
that digital reporting extends beyond digital tagging and can mean different things to different
stakeholders. For example, a searchable PDF of an annual report can itself be considered a
structured digital report.
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61. Any future digital reporting requirements need to provide valuable information, and the
benefits of structured machine-readable information must be apparent to its users. Until
these benefits are better understood, there is a risk — as highlighted in our response to the
FRC’s discussion paper — of a vicious cycle in which preparers under-estimate the value of
machine-readable information and de-prioritise its quality, leading to reduced user
confidence and ultimately, reinforcing preparers’ initial perceptions.

62. Looking forward, we believe that a clearer articulation and wider understanding of the
definition and benefits of digital reporting is needed, which will then provide a strong
foundation on which to form future policy proposals. We recognise that there is general
stakeholder support for digital reporting and we encourage continued collaboration between
regulators, financial statement users and preparers on this topic.

Question 20 - Do you have any comments on what we should consider when developing our
supervisory strategy for the new requirements?

63. As noted earlier in this response, we believe there should be a clear regulatory emphasis on
material information. This should be reflected in the FCA’s oversight activity, which should
reinforce that disclosures are not compliance-driven, but focused on information that is
material and decision-useful for investors. Strong and consistent regulatory messaging on
this point is important to give listed companies the mandate and the confidence to take such
an approach when making their disclosures.

64. We also encourage regulators to be mindful of the challenges faced by companies in
transitioning towards full adoption of UK SRS. Companies will need to develop robust
processes, governance and internal control frameworks to support effective implementation.
Regulatory activities should be proportionate, stepping up over time as companies learn and
develop their reporting capabilities.

65. As part of its supervisory role in monitoring and enforcing compliance with the Listing Rules,
we would expect the FCA (along with the FRC) to consider the relationship between
sustainability-related disclosures and other relevant information within the annual report,
identifying any areas of inconsistency. Regulatory activity should emphasise the importance
of clear connectivity between sustainability information and the wider annual report and
accounts, ensuring they present a consistent and coherent narrative.

66. We also encourage the FCA to work with the government to minimise duplicative
sustainability-related disclosures arising from existing Companies Act requirements. For
example, we understand that DBT is reviewing the Climate-related Financial Disclosure
Regulations, and we fully support this and other efforts to streamline and rationalise the
overall sustainability reporting framework, maintaining alignment with UK SRS.

Question 21 — Do you have any comments on our cost benefit analysis?
67. ICAEW has no specific comments to provide in response to the FCA’s cost-benefit analysis.

Question 22 - Do you have any comments on the assumptions made in our cost benefit
analysis?
68. No - see above.

Question 23 - Do you have any comments on our assessment of the estimated costs to
listed companies? Please provide evidence to support your response to this question.

69. No - see above.
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