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“Materiality” Will Remain a Core Issue

• SEC definition of “material”:  “a substantial likelihood that 
a reasonable investor would consider it important"  

• SEC has also specified potential trigger areas: 

– legislation/regulation

– international agreements

– indirect consequences of regulation or business

– physical impacts

• Materiality is effectively in the eyes of management 

MATERIALITY
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• A critical mass of companies effecting new disclosure 
could change the calculus 

• IHS Markit: TCFD a “radical departure from established 
concepts”: 

– departure from established concept of materiality

– metrics that are not correlated with financial risk and 
opportunity

– misuse of scenarios

– disclosure of confidential business information

– inappropriate scope

– lack of agreement on defining carbon-related assets and 
measures of risk.

• How long can U.S. and Europe remain divided?

MATERIALITY (Cont’d)
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INVESTOR SENTIMENT

Investors Applied Significant Pressure on Issuers in 2017

* Based on data from Institutional Shareholder Services as of June 30, 2017 and V&E analysis.
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INVESTOR SENTIMENT (Cont’d)

Climate Reporting Was a Top Category of Investor Demand

* Based on data from Institutional Shareholder Services as of June 30, 2017 and V&E analysis.
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INVESTOR SENTIMENT (Cont’d)

Environmental Shareholder Proposals  in the Fortune 250

* Based on data from Institutional Shareholder Services as of June 30, 2017 and V&E analysis.
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The 2C Proposal

Publish an annual assessment of long term portfolio impacts of 
public climate change policies, at reasonable cost and omitting 
proprietary information. The assessment can be incorporated 
into existing reporting and should analyze the impacts on [the 
company’s] oil and gas reserves and resources under a scenario 
in which reduction in demand results from carbon restrictions 
and related rules or commitments adopted by governments 
consistent with the globally agreed upon 2 degree target. The 
reporting should assess the resilience of the company’s full 
portfolio of reserves and resources through 2040 and beyond 
and address the financial risks associated with such a scenario.

INVESTOR SENTIMENT (Cont’d)
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INVESTOR SENTIMENT (Cont’d)

Selected Leading Asset Mangers Supporting Environmental Proposals, 
2013–2016 Ranked by Approximate AUM ($bns)*

* As of May 1, 2017 based on public disclosures of prior two years. 
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INVESTOR SENTIMENT (Cont’d)

Voting Results on 2 Degree Celsius Proposals – 2017 Proxy Season

* Percentage reflects votes cast “for” over votes cast for and against. Where asterisked, percentage reflects votes cast for over votes cast for, 
against and abstentions.
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INVESTOR SENTIMENT (Cont’d)

Selected Leading Asset Managers Voting on Environmental Shareholder 
Proposals, July 1, 2016 – June 30, 2017

*  Based on data from Proxy Insight as of October 1, 2017 and V&E analysis. “Split Votes” indicates at least one fund voted for the resolution. 
US companies only.
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BROAD LEGAL CONSIDERATIONS

Interlocking Dimensions of Responding to 
Enhanced Disclosure Demands
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Uncoordinated Action Creates Risks

• litigation

• undermine regulatory standing or agenda

• mislead investors or omit material facts

• confuse or distract investors 

• lead to over-disclosure in a voluntary context

• create unwanted benchmarks for company or industry

• aggravate proxy advisory services

• prompt “withhold the vote” risks

• jeopardize relations with public, customers, clients and 
employees

• facilitate a shareholder proposal that successfully substitutes 
for thought leadership of management

BROAD LEGAL CONSIDERATIONS (Cont’d)
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TASK FORCE EXPECTATIONS
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ISSUER PUSHBACK
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• From a legal perspective, what are some of the benefits 
of conducting climate scenario analysis?

• How can companies promote consistency in their 
analysis of climate change across voluntary reporting 
questionnaires, investor reports, and financial filings?

• Could you talk a little bit about how the understanding of 
materiality may evolve through case law?  What 
considerations should companies be aware of? 

• For multinational companies with assets in different 
jurisdictions, could you discuss some of the 
considerations they should be aware of with respect to 
corporate climate reporting and scenario analysis? 

DISCUSSION QUESTIONS
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