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FTSE Russell ESG Advisory 
Committee 
Wednesday 10 November 2021  

 

ATTENDEES 

Members: 5 (five) including the Chair 
Apologies: 3 (three)  
FTSE Russell: 16 (sixteen) (including the Committee Secretary)  

 

 
Attendees were reminded of their obligations in relation to confidentiality of information, conflicts of interest 
and competition law. There were no declarations.  

 

A new member was welcomed to the advisory committee.  

An outgoing member was thanked for their contribution to the work of the advisory committee.  

FTSE Russell: the Chair welcomed the Head of Sustainable Investment Index Policy, who has recently 

joined the Index Policy team.  

1.0 Minutes 

1.1 The minutes of the meeting held on Wednesday 17 March 2021 were approved as presented.  

1.2 The public minutes of the meeting held on Wednesday 17 March 2021 were approved as 

presented.  

2.0 Review of Action Points & Matters Arising  

2.1 Controversy Monitor: FTSE Russell to consider how the methodology could be enhanced to 

capture the destruction of cultural heritage sites, as well as the ‘irreversibility’ of an incident. 

Covered under item 3.0.   

2.2 Tax Transparency: the following hyperlink to the published research paper was included in the 

agenda for information: Global Trends in Corporate Tax Disclosure | FTSE Russell. There were no 

queries.  

 

 

https://www.ftserussell.com/research/global-trends-corporate-tax-disclosure
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3.0 FTSE4Good Controversy Monitor: recent controversies; the report accompanied the agenda.  

3.1.1 Amendment to the Controversy Monitor Methodology: as a follow-up from discussions at the 

last committee meeting, FTSE Russell said it proposes to revise the Controversy Monitor 

framework to include an amendment. A discussion took place and the committee members shared 

their comments.  

3.1.1.1 Summary: FTSE Russell to give further thought to the definition of the proposed amendment and 

revert to the advisory committee when appropriate.  

3.2 Company A: has an ESG Rating of 4.0 and is a constituent of the FTSE4Good Index Series. 

3.2.1 Committee members were reminded that an assessment of the controversies associated with 

Company A were presented at the March 2021 meeting. While acknowledging the severity of the 

incident, the Controversy Monitor assessment found that it did not reach an Exposure Level 

classified as ‘Crisis’ (required for a company to be considered for suspension). 

3.2.2 No significant, new evidence has emerged regarding the controversy since the last committee 

meeting. Given the company’s Exposure Level does not reach the highest level (3+) in the current 

assessment, no further action is proposed. The advisory committee supported this 

recommendation and noted that FTSE Russell will give further consideration to broadening 

the assessment of the criteria (covered under item 3.1). 

3.3 Company B: currently has an ESG Rating of 3.0 and is a constituent of the FTSE4Good Index 

Series. The company has been a constituent of the FTSE4Good Emerging Index Series since its 

launch in November 2016. 

3.3.1 FTSE Russell said it has assessed the incident against the Controversy Monitor framework. The 

exposure assessment highlights the severity of the case, with significant loss of life and 

allegations of large-scale environmental damage, as well as government action to remedy the 

impact. However, there is currently no evidence of a government-led investigation or lawsuit. As 

such, the incident does not currently reach a ‘Crisis’ level required for suspension under the 

current framework. A discussion took place and the committee members provided their 

comments.   

3.3.2 Given the company’s Exposure Level does not reach the highest level (3+) in the current 

assessment, no further action is proposed. FTSE Russell will continue to monitor this 

controversy as it develops. The advisory committee supported this recommendation. 

3.4 Review of Company C’s suspension and Theme capping: the company has been reviewed 

using the standard methodology to review suspension and Theme capping cases; the criteria for 

re-entry have still not been met. FTSE Russell noted that the controversy continues to unfold, and 

Company C is still involved with a number of lawsuits from both investors and consumers. The 

advisory committee supported FTSE Russell’s recommendation for the company to remain 

suspended with Theme capping for a further 12 months and to be reviewed again in 

November 2022. 

3.5 Review of Company D’s Theme capping: the company was reviewed at the November 2020 

meeting and the decision was taken to uphold the company’s Theme capping for a further 12 

months. The company has been reviewed using the standard methodology to review suspension 

and Theme capping cases; the company does not meet the criteria for the Theme capping to be 

removed. FTSE Russell noted that significant corrective actions have been implemented. 

However, there are ongoing criminal investigations into the scandal, as well as lawsuits brought by 

investors in a range of jurisdictions. The advisory committee supported FTSE Russell’s 

recommendation for Company D to remain capped for another 12 months and to be 

reviewed again in November 2022. 
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3.6 Review of Company E’s suspension and Theme capping: the company has been reviewed 

using the standard methodology to determine suspension and Theme capping cases; the criteria 

for re-entry are not met. FTSE Russell noted that the controversy continues to evolve, and the 

company is still under investigation by regulatory authorities in Estonia, Denmark, and France. 

The advisory committee supported FTSE Russell’s recommendation for Company E to 

remain suspended with Theme capping for a further 12 months and to be reviewed again in 

November 2022. 

4.0 Challenges and FTSE Russell Responses: the report accompanied the agenda and was duly 

noted.  

4.1 FTSE Russell informed the advisory committee that a company had suggested that the two-year 

suspension period is too lengthy and invited committee member thoughts on this topic. A 

committee member said that it takes approximately two years for a company to introduce new 

measures and processes, and would therefore not be in favour for shortening the suspension 

period; another committee member agreed. The advisory committee supported the current 

length of the two-year suspension period.  

5.0 Impact of ESG Climate Updates – FTSE4Good and Climate Engagement Status: the slides 

accompanied the agenda. FTSE Russell said that companies are introducing initiatives on climate 

change hence the impact of the Climate Change Theme has been less than expected. FTSE 

Russell added that it is in discussions with a number of companies that have one-year to meet the 

criterion for continued membership in the index. A discussion took place and the committee 

members provided their comments.  

6.0 Sustainable Investment Indices: current coverage; the report accompanied the agenda. FTSE 

Russell provided an outline of the wide and growing range of Sustainable Investment index 

families across the equity and fixed income universes.  

6.1 FTSE Russell said that it has recently launched the Russell US ESG indices which uses Refinitiv 

ESG data. The FTSE EU Climate Benchmarks indices were also recently launched and are both 

Paris-aligned; see hyperlinks:  

FTSE Developed Paris-aligned (PAB) Index – Factsheet 

FTSE Developed Climate Transition (CTB) Index – Factsheet 

6.1.1 Sustainable Finance Disclosure Regulation (SFDR) - Article 8 and 9: a committee member 

queried whether FTSE Russell would publicly disclose which indices are associated with Article 8 

and 9. FTSE Russell said that index providers are not in scope for SFDR and as such there is no 

regulatory requirement for FTSE Russell to disclose this information. However, to assist clients, 

FTSE Russell has indicated which indices are likely to be associated with Article 8 and/or 9. The 

advisory committee requested an overview of FTSE Russell’s position on SFDR be presented at 

the next meeting.  

7.0 Baseline Exclusions: overview of and questions on the proposed market consultation; the report 

accompanied the agenda. FTSE Russell noted that the consultation will include a proposed set of 

minimum ‘baseline’ exclusions to be applied to standard Sustainable Investment indices.  

7.1 FTSE Russell requested feedback from committee members on the proposed consultation 

questions. FTSE Russell said that as part of its governance framework the topic was also 

discussed internally at the ESG Technical Forum meeting. A discussion took place and the 

committee members shared their comments.  

8.0 EU Climate Transition Benchmarks and Paris Aligned Benchmarks: the incorporation of 

scope 3 emissions; the report accompanied the agenda. The EU Benchmarks Regulation (BMR) 

introduced two new categories of benchmark with key features: 

https://www.ftserussell.com/analytics/factsheets/home/search?text=PAB
https://www.ftserussell.com/analytics/factsheets/home/search?text=CTB
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• EU Climate Transition Benchmarks (CTB): requires a reduction in carbon emissions and 
reserves exposure vs. benchmark of -30%. 

• EU Paris Aligned Benchmarks (PAB): requires reduction in carbon emissions and 
reserves exposure vs. benchmark of -50%. 

8.1 A minimum of -7% p.a. reduction in emissions before 2050 is required in order to achieve “net 

zero”. EU BMR requires scope 3 carbon emissions to be phased into the design of PAB and CTB 

benchmarks according to the following schedule: 

Sectors Scope 3 deadline 

Energy, Mining 31 December 2021 

Transportation, 
Construction, Buildings, 
Materials, and 
Industrials 

23 December 2022 

All other sectors 23 December 2024 

8.1.1 The advisory committee members discussed a number of areas and provided their comments.  

9.0 Digital Assets and Environmental, Social and Governance (ESG) Factors: the report 

accompanied the agenda. FTSE Russell noted that the adoption of digital assets continues to 

grow, and questions remain as to the environmental impact of the mining of digital assets and the 

social and governance ramifications of this emerging technology. Committee members views were 

sought on digital assets and both the compatibility with, and impact on, ESG factors. FTSE 

Russell said that it has recently launched the FTSE Bitcoin Index, FTSE Ethereum Index and 

FTSE Cardano indices.  

9.1.1 A discussion took place and the committee members made the following comments:  

• a committee member said that their firm had engaged in extensive discussions on this 

topic and that there is a strong case for decentralised finance. However, there are some 

ethical boundaries which need to be established such as mis-selling, and other business 

conduct issues. Additionally, there are anti-money laundering (AML) aspects which ought 

to be considered as some cryptocurrencies are potentially being used for financing 

criminal activity and as a medium of exchange between criminals. The member said that 

there is limited evidence of self-regulation. However, with regard to energy usage, Proof 

of Stake is a possible solution to decreasing energy usage; and  

• FTSE Russell highlighted those exchanges which list digital assets are vetted in 

accordance with the methodology on the ‘Guide to the Vetting of Digital Assets and Digital 

Asset Exchanges’ and that AML is also taken into consideration. There were no further 

comments.  

10.0 Governance  

Terms of Reference: the advisory committee supported the proposed enhancements which 

included that the names of committee members will no longer be made public or included in the 

public minutes.  

10.1 Annual Review of Ground Rules – FTSE4Good Index Series: the advisory committee was 

comfortable for the minutes to state that the rules have been maintained and continue to meet the 

purpose for which they were designed. 

11.0 Methodology Notices: hyperlinks to notices published since the last meeting were included in the 

agenda and duly noted. 
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12.0 AOB  

12.1 An item was discussed.  

13.0 Meeting Dates – 2022. For information: 

• Wednesday 02 March 

• Wednesday 09 November  
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For more information about our indices, please visit ftserussell.com. 

 

© 2022 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The 
LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) 
FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE 
Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE FI Europe”), (5) FTSE Fixed Income LLC (“FTSE 
FI”), (6) The Yield Book Inc (“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved. 
 
FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada,  FTSE FI, FTSE FI Europe, YB and 
BR. “FTSE®”, “Russell®”, “FTSE Russell®” “FTSE4Good®”, “ICB®”, “The Yield Book®” “Beyond 
Ratings®” and all other trademarks and service marks used herein (whether registered or unregistered) are 
trade marks and/or service marks owned or licensed by the applicable member of the LSE Group or their 
respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, 
FTSE FI Europe, YB or BR.  
 
FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark 
administrator. 
 
All information is provided for information purposes only. Every effort is made to ensure that all information 
given in this publication is accurate, but no responsibility or liability can be accepted by any member of the 
LSE Group nor their respective directors, officers, employees, partners or licensors for any errors or for any 
loss from use of this publication or any of the information or data contained herein. 
 
No member of the LSE Group nor their respective directors, officers, employees, partners or licensors 
make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to the 
results to be obtained from the use of FTSE Russell indices or the fitness or suitability of FTSE Russell 
indices for any particular purpose to which it might be put. Indices cannot be invested in directly. Inclusion 
of an asset in an index is not a recommendation to buy, sell or hold that asset. The general information 
contained in this publication should not be acted upon without obtaining specific legal, tax, and investment 
advice from a licensed professional. 
 
No member of the LSE Group nor their respective directors, officers, employees, partners or licensors 
provide investment advice and nothing in this document should be taken as constituting financial or 
investment advice. No member of the LSE Group nor their respective directors, officers, employees, 
partners or licensors make any representation regarding the advisability of investing in any asset or 
whether such investment creates any legal or compliance risks for the investor. A decision to invest in any 
such asset should not be made in reliance on any information herein. Indices cannot be invested in directly. 
Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset nor confirmation 
that any particular investor may lawfully buy, sell or hold the asset or an index containing the asset. The 
general information contained in this publication should not be acted upon without obtaining specific legal, 
tax, and investment advice from a licensed professional. 
 
No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by 
any means, electronic, mechanical, photocopying, recording or otherwise, without prior written permission 
of the applicable member of the LSE Group. Use and distribution of the LSE Group index data and the use 
of their data to create financial products require a licence from FTSE, Russell, FTSE Canada, FTSE FI, 
FTSE FI Europe, YB, BR and/or their respective licensors.  
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About FTSE Russell 

FTSE Russell is a leading global index provider creating and managing a wide range of indices, data and 

analytic solutions to meet client needs across asset classes, style and strategies. Covering 98% of the 

investable market, FTSE Russell indices offer a true picture of global markets, combined with the specialist 

knowledge gained from developing local benchmarks around the world.  

FTSE Russell index expertise and products are used extensively by institutional and retail investors 

globally. For over 30 years, leading asset owners, asset managers, ETF providers and investment banks 

have chosen FTSE Russell indices to benchmark their investment performance and create investment 

funds, ETFs, structured products and index-based derivatives. FTSE Russell indices also provide clients 

with tools for asset allocation, investment strategy analysis and risk management. 

A core set of universal principles guides FTSE Russell index design and management: a transparent rules-

based methodology is informed by independent committees of leading market participants. FTSE Russell is 

focused on index innovation and customer partnership applying the highest industry standards and 

embracing the IOSCO Principles. FTSE Russell is wholly owned by London Stock Exchange Group. 

For more information, visit ftserussell.com.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 To learn more, visit www.ftserussell.com; email info@ftserussell.com; 

or call your regional Client Service Team office: 

 EMEA 

+44 (0) 20 7866 1810 

North America 

+1 877 503 6437 

Asia-Pacific 

Hong Kong +852 2164 3333 

Tokyo +81 3 3456 3634 

Sydney +61 (0) 2 8823 3521 

 

http://www.ftserussell.com/
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