


Steven Friel, CEO Woodsford

Welcome to the third edition of Woodsford Engage’s quarterly newsletter aimed at
stewardship, legal and operations professionals within institutional investors.

Woodsford Group is a global leader in collective redress. Our clients are investors or
consumers who have suffered financial loss following breakdowns in corporate governance,
and other ESG failures, at major companies. Our institutional investor clients comprise most
of the top 100 global asset managers by AUM.

Upon identification of a catastrophic breakdown in corporate governance at a publicly listed
company, Woodsford Group is able to offer institutional investors a suite of and

solutions — the former includes notification of the corporate governance failure,
identification of financial losses suffered and organisation into a cohesive group alongside
other affected investors on a collective escalated engagement with the investee company
—whilst the latter ensures that participating investors are financially de-risked through the
funding of the entire escalated engagement, up to and including litigation if an amicable
resolution cannot be achieved earlier.

Inthis inaugural year of Engage Quarterly, we have covered topics including protected
forward-looking statements; the Sustainability Due Diligence Directive; decarbonisation
and emissions reporting in the automotive sector; why “G is Key” to generating long term
sustainable economic returns; how sustainability drives investor behaviour; and the impact
of the Court of Appeal judgment in the case against Standard Chartered plc. It has been a
busy year! If you missed the earlier editions, check them out

In this edition, we hear from Brynn O'Brien of the Australasian Centre for Corporate
Responsibility (ACCR) on why investors need to face the scientific reality of climate change
and recalibrate their expectations of the companies they invest in; from Armando Castro &
Kell Jones of University College London on the difficulties of assessing ESGC risk in the built
environment; and finally, fromm my Woodsford colleague Muhammad Arayne on class closure
orders in Australian securities litigation and how they can benefit institutional investors.

We're grateful for the support of our contributors and readership in 2024 and look forward to
highlighting further stewardship issues for discussion in 2025 and beyond!

If you would like further information or would like to contribute to Engage Quarterly contact mmodha@woodsford.com
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Confront the science - Time for
investors to reset climate change

expectations

Brynn O’Brien
(ACCR)

In light of recent scientific, political and corporate developments,

the climate finance and governance community needs to take stock,
recalibrate, and plan for a step change.

Scientists have told us for decades the
only way to hang onto a safe climate is
to reduce greenhouse gas emissions
to real zero. But the UN Environment
Programme’s (UNEP)
released last month
reached a devastating conclusion:
nine years after the Paris Agreement
was negotiated we're still increasing
emissions and we're doing so at a
higher rate than before the pandemic.
UNEP found that in 2023, “Global
greenhouse gas emissions set a new
record of 57.1 GtCO2e in 2023, a 1.3 per
cent increase from 2022 levels.”

Acknowledging the current state of
climate science and the insufficiency
of global decarbonisation efforts to
date has profound significance for the
actions and priorities of institutional
investors and the ecosystem that
supports their activities.

The non-state climate governance
ecosystem includes civil society
organisations like ACCR, along with an
array of service providers, collaborative
initiatives, industry associations
and philanthropists. The ecosystem
engages in diverse strategies and

tactics towards a shared purpose, a
shared reason for being. In simple
terms, this shared purpose is to
prevent further harmful climate
change using the tools and power
available to institutional capital and
capital markets. Under this shared
purpose each participant in the
system has goals.

Here | want to make a distinction
between two categories of goal. I'll call
them ‘indicative’ and ‘absolute’.

Indicative goals are signposts; setting
them is an exercise in anticipating
how change might play out and
meeting them is an indication that
we are on the right track, that we

are headed towards our destination.
An example of investors meeting an
indicative goal is ‘$20tn AUM supports
statement on decarbonisation policy,
or ‘investor group gets company to
commit to targets/disclosure regime.’

Absolute goals are objective and
non-negotiable. They tend also to
be, but are not always, shared across
participants in the ecosystem. Real
world emissions reduction is an
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absolute goal, which speaks directly
to atmospheric physics, a system that
only deals in absolutes. An example

of an absolute goal being achieved

is ‘real world emissions reduce by a
scientifically meaningful percentage
in 2024 (This is of course an
incomplete goal, because emissions
need to go down, year on year, in line
with science, until real zero is reached)

The overwhelming thrust of
available scientific evidence
tells us that, against our
absolute goal, we are not
only not on track, we are still

heading in the wrong direction.
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The climate governance ecosystem
operates in a dynamic environment
of ever-increasing complexity. It is
appropriate for us to set and seek to
achieve indicative goals, particularly
given the non-linear and collective
nature of success. But meeting
indicative goals is only meaningful if
they take us closer to absolute goals,
to our North Star.

That's the problem we face today:
the overwhelming thrust of available
scientific evidence tells us that,
against our absolute goal, we are not
only not on track, we are still heading
in the wrong direction. Against our
absolute objective — massive, rapid
reductions in global emissions —
we're so far behind that the scientific
community’'s tone has changed



dramatically in the last 12 months,
with a recent articlelco-authored by
a collection of the world'’s leading
scientists warning that “we are on
the brink of an irreversible climate

disaster.”

This is despite the wide availability
of mature technology that can
decarbonise our energy and industrial
systems, and the mountains of
indicative success of the ecosystem
- shifting capital flows, negotiated
targets and disclosures, massive
coalitions, huge pools of capital

that have signed onto declaratory
statements and are using their
resources to participate in initiatives
that appear to support the shared
purpose.

The climate finance architecture that
investors have developed, bookended
by the entry into force of the Paris
Agreement in 2016 and the Glasgow
COP in 2021, has not proven adequate
to the task. Targets that investors and
civil society carefully negotiated with
companies have not been honoured,
and in the case of some companies
whose activities have a material
impact on the Earth’'s atmosphere, like
and @ targets have been rolled
back. Our indicative goals have proven
to be unreliable pillars for upholding
our absolute goal.

A major recalibration in approach

is needed. The climate governance
ecosystem must decisively reckon
with the best available climate
science, and correct for the lag in
science uptake and integration into its
architecture. This will involve looking
thoroughly and honestly at the norms

and practices the investment sector
accepts.

While in recent times attention has
begun to focus, quite rightly, on the
practical inevitability of overshooting
the 1.5C temperature goal, investment
community chatter that casually takes
this information as an invitation to
move onto a “new” goalpost (1.7°C?
1.9°C? 2°C?) represents a fundamental
disconnect between conventional
financial sector practice and scientific
reality.

Investors have not adequately factored
the cost of our collective delay and

its impact on global temperature
pathways into their investment
models. This is because the models
themselves are no longer fit for
purpose, with their failure to account
for cascading physical impacts -
including climate tipping points,
acute weather events and socio-
economic factors — and the severity of
our inaction to date. Investors must
accurately assess what the costs of
overshoot will be to their portfolios —
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Investors must accurately

assess what the costs of
overshoot will be to their
portfolios — and ask is it a cost
that can be borne?

and ask is it a cost that can be borne?
This problem is particularly worrisome
to defined benefit investors that must
be able to adequately identify and
evaluate risks to their long term ability
to deliver to beneficiaries.

While there has always been an
urgency to our work, there is a deeper
urgency now, with the prospect of
irreversible change to the state of our
climate. Some level of climate harm

is now unavoidable, and as a global
community we are now coming to
understand that 1.5°C was never safe
—we are seeing this play out almost
every week, from Gujarat to Brazil to
Florida to Valencia. There will be no
reversion to the mean of pre-industrial
climate stability within the lifetimes of
all people now living.

The climate doesn't care that we

tried our best but relied on outdated
information — we must ensure that
the best available science is the centre
of strategy and goal-setting, and be
prepared to adjust our approach as it
evolves. Immediate rapid reductions
in global emissions remains our
absolute goal and our best and least
cost chance of mitigation of harm.

About the Author

Brynn is Executive Director at
an experienced lawyer and strategist
in corporate governance, active
ownership, environmental, social and
governance (ESG). ACCR invests in
and engages with listed companies
to reduce real world emissions, in

line with science, for the benefit of
shareholders.
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Call for Digital transparency:
communicating ESG risk in

aln

Dr Kell Dr Armando

the Built Environment Jones  Castro

(UCL) (UCL)

The last decade has seen an increased investor focus on information
about companies’ Environmental, Social or Governance (ESG)

performance. ESG rating schemes - despite their limitations - are
typically used as a convenient albeit abstracted proxy.

This focus on ESG has encouraged
companies to make sustainability-
related marketing claims to attract
investors. Sometimes, though, those
claims are made without delivering
the underlying performance.

Thankfully, regulators are now

cracking down on this greenwashing.

As we write, investment firm Invesco
has just been fined USD17.5m for
making misleading ESG claims. This
is in the context of a ShareAction
report that highlights that only 6% of
asset managers exclude investments
in human rights-abusing companies
from every fund in their portfolio.
The construction sector is also seeing
the emergence of net zero building
developments whose metrics/claims
cannot always be verified.

Taxonomies

To address the risks of greenwashing
in the financial sector, we have seen
the emergence of a new breed of
regulation: sustainable finance
taxonomies. These taxonomies
determine the characteristics of a

‘sustain estment for a given

jurisdi

One of the more mature taxonomies
is that developed by the European
Union, which describes the criteria
for achieving sustainability under

six impact categories and across
nine industry sectors, including the
built environment. While the high-
level requirements of the taxonomy
reporting regime seem to be
straightforward, complying in full
requires financial institutions to have
a clear and comprehensive line of
sight of information across their value
chains.

This focus on transparency and
granularity is reinforced by the

recent Corporate Sustainability]
Due Diligence directive (CS3D) that
requires firms to prevent, end or

mitigate their adverse impact on
human rights and the environment,
and those of their supply chain. So,
while these reporting requirements
fall directly on larger companies, they
will indirectly touch almost every
company that trades in or with the
EU. Further, although neither the
UK nor Australia have yet introduced
this sort of framework, they are
under consideration. Turning a blind
eye to this increased attention on


http://Corporate Sustainability Due Diligence directive (CS3D)
http://Corporate Sustainability Due Diligence directive (CS3D)

transparency and granularity could
prove both costly and damaging.

On the face of it, the emergence of
these regulations seems to be good
news for investors, workers and the
planet. They provide some regulatory
certainty that investment managers
will be on notice to develop a strong
understanding of the risks and
opportunities in their investment
value chain, all the way through.

There’s always a but...

In 2022, the EU invited the ‘Platform
for Sustainable Finance’ to report on
the usability and implementation of
the EU taxonomy in industry. Their
report highlighted how investment
managers in the built environment
were struggling to get hold of the
data to support a rigorous analysis of
their investments. Nevertheless, they
were still reporting as required.

The construction sector is also
seeing the emergence of net
zero building developments
whose metrics/claims cannot

always be verified.

It transpires that companies were,

in more of less sophisticated ways,
guessing. To be clear, we don't mean
that they were conjuring numbers
out of thin air. Instead, some used Al
to fill knowledge gaps, others - quite
reasonably - made assumptions at the
portfolio or asset level to allow them
to meet their reporting obligations.

Some - such as the Bank of America
— have chosen not to set GHG targets
for their real estate sector investments
precisely because data availability

on a property-by-property level is
very challenging. This challenge is
compounded when buildings are
sub-let to multiple tenants. Few
companies, if any, had processes in
place to gather, analyse and report
the necessary information.

Jumping forward two years from

the Platform report, we see EPRA,
the European Public Real Estate
Association, highlighting the need for
“quality, real-time data at the asset
level” The Bank of America, in its
2024 Sustainability report highlight
that while real estate contributes a
significant portion of overall global
emissions, “data availability on a
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property by property basis is very
challenging”, and the EU-funded
Engage for ESG platform highlights
that one of the key challenges

for Green Financing in the built
environment is the absence of

standardised, comparable and readily
accessible data.

Concerned investors might want

to think about interrogating
sustainability disclosures a little more
closely.

Technology will save the day, won’t
it?

Digitalisation of information flows is
seen by many as the silver bullet to fix
many of the supply chain information
challenges. And in some well-defined
cases, it may well be.

For example, manufacturing, or other
process-driven supply chains can

be quite stable, with relatively few
customer/supplier interfaces. Here,

it can be quite straightforward to

engage with your supply chain, to
standardise the information ask and
flows. Where producers have a limited
client base, it can be cost-effective

to adapt to meet their clients’
requirements. It's then a question of
ensuring that the information needed
for regulatory reporting is transmitted
to investors and fund managers.

In construction —a project-based
context — supply chains are emergent
and orchestrated, often from scratch,
to meet the needs of a particular
project. Supply chain companies will
have many clients, many of whom are
first-time builders or SMEs, who may
be setting up reporting systems on
the fly.

In that context, and absent regulation,
it's really easy to understand

why suppliers resist calls to set

up digital information flows to
meet the reporting structures of a
specific client. Larger infrastructure
projects and clients can provide a
counterpoint to this as they have
the longevity and buying power

to impose reporting rules on their
suppliers.

The EU-funded Engage for
ESG platform highlights that
one of the key challenges for
Green Financing in the built
environment is the absence of
standardised, comparable and
readily accessible data.



We need better data and research

So, in the face of the extreme
fragmentation that we see in real
estate, how can we create the
infrastructure to improve investor
confidence? How do we ensure that
investment managers’' ESG reporting
is a reflection of the facts on the
ground, rather than a reflection of
the suite of assumptions made at a
portfolio level?

At the UCL Centre for Sustainable|

Qovemance and Law in the Built
Environmenj, we are working to solve

this challenge through the creation
of a sector-wide ESG-focused data

dictionary.

Turning a blind eye to this
increased attention on
transparency and granularity
could prove both costly and

damaging.

By standardising the information
ask at the building level, suppliers
across the value chain can update
and align their reporting systems
once. Creating a consistent
information infrastructure can

also pave the way for federated, on-
demand, transparent ESG reporting

across the value chain, providing
investors with the confidence they
need that the disclosures they're
seeing actually reflect what's going
on on the ground.

We've started the journey towards
delivering this vision. You can join the
conversation herél.

About the Authors

Kell is a lecturer at the UCL Centre for
Sustainable Governance and Law in
the Built Environment, The Bartlett
School of Sustainable Construction.
His experience spans business
analysis, sustainability consultancy,
finance (ICAEW), academia, and
architectural design.

Armando is the Director of the UCL
Centre for Sustainable Governance
and Law in the Built Environment.
He is also a barrister, and prior

to his academic career, he had
business experience as a consultant
specialising in investments in Brazil,
particularly in infrastructure projects,
and has previded advisory services to
different governments.
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Class Closure Orders: Benefits
for Institutional Investors in
Australian Class Actions

Class actions in Australia are evolving, with investors well-positioned

to benefit from the resolution of debates surrounding class closure
orders.

Class actions in Australia are evolving,
with investors well-positioned to
benefit from the resolution of debates
surrounding class closure orders.
These mechanisms, which require
group members to register to share
in settlement or judgment proceeds,
offer significant advantages for

those investors who engage early
and strategically. The ongoing High
Court case Pallas & Anor v Lendlease|
Corporation Limited could resolve

a long-standing legal debate about
class closure orders.

These changes, likely to unify judicial
approaches, will bring much-needed
clarity to class actions, ensuring

that institutional investors benefit
from predictable outcomes without
needing to actively intervene until
specifically required to do so.

Similarly, investee companies with
whom the investors are engaging
benefit from better understanding
their exposure which can in turn
facilitate settlement, bring finality to
the misconduct and its impact on
investors and allow them to continue
in their overarching aim of generating
long term value from their investment

n

in the investee company.

Streamlining class actions for
investors

Class closure orders aim to simplify
and enhance the efficiency of class
actions, particularly for institutional
investors who often participate
passively. By encouraging group
member registration, these orders
ensure:

(a) Accurate settlement valuations:

Muhammad Arayne
(Woodsford)

Providing clarity on the size and value
of claims ensures settlements are
equitable and reflective of the true
scale of the class.

(b) Streamlined distribution

of settlement funds: Streamlined

processes ensure funds are allocated

fairly and without delay, benefiting all
registered members, including those
who remain passive throughout.

These developments allow
institutional investors to confidently
rely on the process, knowing that
their interests will be represented and
protected without requiring overly
burdensome action on their part.
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For institutional investors, particularly a.

in securities class actions, clarity is
essential. Many such claims involve
beneficial ownership of securities,
where investors’ identities are
obscured by nominee or custodian
entities. Class closure orders cut
through this opacity, providing the

data necessary to value claims and b.

distribute funds fairly.

Judicial developments: A positive
outlook

Despite their practical benefits,
class closure orders have been the

subject of debate in Australia’s courts, C.

resulting in inconsistencies between
jurisdictions. However, recent trends
suggest a movement toward greater
alignment, which is expected to

benefit investors significantly.

Federal Court of Australia:

Recognises the value of class
closure orders in facilitating

fair settlements. The court has
consistently supported their use to
quantify claims and avoid dilution
of returns for registered members.

NSW Supreme Court: While
historically resistant, an upcoming
High Court decision in Pallas &

Anor v Lendlease Corporation
Limited could align NSW with
Federal Court authority, creating a
unified framework.

Supreme Court of Victoria:
Leads the way with statutory

authorisation for class closure
orders, setting a clear precedent
for efficient claim resolution.




Opportunities for investors administrative burdens for all

parties involved.

The resolution of the legal debate

around class closure orders is set to Why these developments matter
deliver multiple benefits for investors,

particularly those who seek to For investors, the debate over class
minimise their involvement in class closure orders represents more than
actions: just a legal technicality—it directly

a.

impacts the value and reliability of
Increased settlement certainty: their participation in class actions.

Class closure orders provide clarity
on the value and scope of claims,
allowing parties to negotiate
settlements with confidence. This
reduces the risk of undervalued
outcomes or post-settlement
disputes, ensuring that all group
members receive their fair share.

Protection against dilution: By

requiring registration, class closure
orders prevent unregistered

claims from undermining the
returns of registered members.
This is particularly valuable in large
securities class actions, where the
absence of such mechanisms could
lead to inequitable outcomes.

Simplified participation: Investors
often have limited resources to

actively participate in class actions.
Class closure orders ensure that
their interests are represented with
the least possible effort, allowing
them to focus on their broader
investment strategies.

Efficient fund distribution: With Class closure orders cut
payment details collected early through this opacity,
in the process, class closure providing the data necessary

orders facilitate quicker and
more streamlined settlement
distributions, reducing

to value claims and distribute
funds fairly
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Looking ahead

The High Court’s decision in Pallas v
Lendlease is expected to bring clarity
to the class closure landscape. Should
the appeal succeed, investors will
benefit from a consistent approach
across jurisdictions, strengthening
their ability to engage confidently in
class actions.

Even if the High Court ruling leaves
guestions unresolved, legislative
reform remains a possibility. The
Australian Law Reform Commission’s
2019 recommendations offer

a roadmap for a standardised
frammework, which would further
empower investors by balancing

the need for transparency and
participation with the opt-out nature
of class actions.

Certainty ahead for investors

Investors can look forward to a future
where the management of class
actions is transparent, equitable, and
requires minimal engagement. These
developments promise to protect
investor interests while ensuring that
settlements reflect the strength and
scale of claims.

About the Author
Muhammad is an Investment Officer

based in Woodsford’s London officg.

An Australian qualified lawyer, he

has experience in a diverse range of
class action and general litigation
matters including cases involving
fraud, misconduct, negligence, racial
discrimination and contractual
disputes.
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In other news...

Woodsford continues to be an

active member of the International
Corporate Governance Network (ICGN)
and we can't wait to get more involved
in the course of 2025. There'll be more
announcements on that front in
January 2025.

A project we're particularly looking
forward to supporting is the ICGN
Future Leaders project. This will
provide opportunities for ICGN
members in the early stages of their

Future editions

If you or your colleagues would like
to contribute to future editions of
Engage Quarterly covering all
things escalated engagement and
stewardship, then get in touch
with Mitesh Modha by email at
mmodha@woodsford.com.

careers to contribute to policy work,
grow their networks and interact

with their peers and industry leaders.
We plan on hosting a launch event

on our fabulous rooftop overlooking
Bloomsbury in the summer, so keep an
eye out for further details.

In the meantime, we wish our
readership a great festive season and
we look forward to your continued
support in 2025.

Contributions from institutional
investors, professional advisors and
academics would be particularly
welcome. Similarly, should any of your
colleagues wish to be added to our
distribution list then let us know.
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