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The Climate Disclosure Standards Board
(CDSB) is an international consortium of
business and environmental NGOs. We are
committed to advancing and aligning the
global mainstream corporate reporting
model to equate natural and social capital
with financial capital.
We do this by offering companies a framework
for reporting environmental and social
information with the same rigour as financial
information. In turn, this helps them to provide
investors with decision-useful environmental
information via the mainstream corporate
report, enhancing the efficient allocation of
capital. Regulators have also benefited from
CDSB’s compliance-ready materials.
Recognising that information about natural,
social and financial capital is equally essential
for an understanding of corporate
performance, our work builds trust and
transparency needed to foster resilient capital
markets. Collectively, we aim to contribute to
more sustainable economic, social and
environmental systems.

About

We Mean Business Coalition (WMBC) is a
global non-profit coalition working with the
world’s most influential businesses to take
action on climate change.
We collaborate with a core group of seven
business-focused climate non-profit
organisations to accelerate the transition to a
just and climate resilient net-zero economy. The
coalition partners are: BSR, CDP, Ceres, CLG
Europe, Climate Group, The B Team and
WBCSD. These founding partners help to
deliver key initiatives and activities that are
central to the success of the overall coalition’s
bold objectives. Beyond this core group, we
also collaborate with a wider network of
organisations that help to realize our shared
vision at speed and scale.
For information, visit wemeanbusinesscoalition.
org, follow us on Twitter, LinkedIn and YouTube
and subscribe to our newsletter. If you would
like to comment on this document, please
contact us at info@wemeanbusinesscoalition.
org.

For more information, visit cdsb.net, follow us
on Twitter, LinkedIn and YouTube and subscribe
to our monthly newsletter. Visit the TCFD
Knowledge Hub for access to free online
e-learning courses, as well as a report database,
case studies and additional resources, and
subscribe to the TCFD Knowledge Hub’s
monthly newsletter. We welcome your input
and discussions. If you would like to comment
on this document, please contact us at info@
cdsb.net.

Copyright © 2021 Climate Disclosure Standards Board (CDSB) and We Mean Business
Coalition (WMBC).
All rights reserved. Dissemination of the contents of this report is encouraged. Please give full
acknowledgement of the source when reproducing extracts in other published work. All
information in this report is provided without warranty of any kind, express or implied. The
authors disclaim any responsibility for the information or conclusions in this report. The
authors accept no liability for any loss arising from any action taken or refrained from being
taken as a result of information contained in this report.
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Introduction

Introduction
In September 2019, the first edition of the
TCFD Good Practice Handbook was
published by the Climate Disclosure
Standards Board (CDSB) and the
Sustainability Accounting Standards Board
(SASB)1. It aimed to address the common
question “what does good practice look
like?” when it comes to reporting upon the
Task Force on Climate-Related Financial
Disclosure (TCFD) recommendations, by
sharing a selection of real-world examples
from across the G20.
Since then, a growing number of companies
have taken steps to align their reporting to
the recommended disclosures of the TCFD’s
2017 Final Recommendations Report (TCFD
recommendations) both within the G20 and
beyond. As of 2021, over 2,600 organisations
worldwide have formally registered their
public support as TCFD Supporters, and
collectively represent a market capitalisation
of over USD$25 trillion across 89 countries.
This equates to an increase of +42% from the
previous year2. As such, regulators are
increasingly contemplating the introduction
of mandatory climate risk disclosure
requirements aligned with the TCFD.
However, until this is achieved, full adoption
of TCFD-aligned disclosure will remain in its
infancy, and the need to embed climaterelated risks and opportunities into financial
considerations will continue to persist.

Leading companies have now provided several
years of TCFD-aligned reporting, continuing to
enhance their climate-risk disclosures. With two
additional years of TCFD-aligned disclosure
now publicly available, CDSB (together with the
We Mean Business Coalition) set out to identify
specific examples of different aspects of
effective TCFD reporting across the four TCFD
core elements: Governance, Strategy, Risk
Management, and Metrics and Targets (see
Figure 1). We also share examples of wider
good practices, such as communicating
transparent progress, and integrating climate
into financial reporting. In addition to
showcasing examples of good practice, this
handbook also seeks to address the common
question of “how do I get there?” by sharing the
first-hand experiences of implementing the
TCFD recommendations by report preparers
themselves (see Chapter 4). The candour
provided by these organisations on the
challenges they have encountered in preparing
disclosure on climate-related risks and
opportunities, and the steps they have taken to
overcome these, offers valuable lessons for
those in the early stages of their TCFD
disclosure journey.
Whilst we select examples of good practice
from across sectors and geographies, we do
not assess the overall quality or effectiveness
of the TCFD reporting for each of the
companies included in this handbook. For a
more comprehensive assessment of the
quality or effectiveness of the TCFD
disclosures globally, see the TCFD’s 2021
Status Report. For each of the companies
included in this handbook, we have identified
some good practices in their reporting that are
worth disseminating to others to help with the
iterative process of “learning-by-doing” and
enhancing the quality and completeness of
TCFD disclosures over time.
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It should be noted that all good practice
examples shared in this handbook are drawn
from mainstream financial filings3. Whilst a
common approach to date has been to prepare
a separate supplementary TCFD, climate
change, and/or sustainability reports, the TCFD
is clear in recommending that material climaterelated financial disclosure should be provided
within the mainstream financial report to
facilitate its use by investors. Whilst many
disclosures provided outside of the mainstream
financial report exemplify elements of good
practice, it is important that companies
continue to pursue efforts to embed material
information into their mainstream financial
report, ensuring connectivity to their wider
financial and strategic disclosures. As noted by
the TCFD in its 2019 Status Report, “disclosing
climate-related information consistent with the
TCFD recommendations is possible and is a
journey of continuing improvement.” The good
practices collated in this handbook aim to
facilitate this progression.

Introduction

The handbook is structured as follows:
• Chapter 1 introduces the handbook, its origins
and purpose;
• Chapter 2 provides a brief overview of the
current state of TCFD disclosures globally;
• Chapter 3 highlights examples of good
practice globally, aligned to the four core
elements of the TCFD;
• Chapter 4 shares the practical experiences of
a range of companies to implement the TCFD
recommendations; and
• Chapter 5 shares a selection of resources that
can support companies to enhance their
disclosures under the four core elements.

1		 In June 2021, SASB merged with the International Integrated Reporting Council (IIRC) to create the Value Reporting Foundation (VRF)
2		 TCFD, 2021 Status Report (2021)
3		 For the purposes of this report, mainstream financial reports will be defined as the annual reporting packages in which organisations are
required to deliver their audited financial results under the corporate, compliance and securities laws of the jurisdiction in which they operate.
These are sometimes referred to as general-purpose financial reports, and include documents such as 10-K filings.

2. TCFD overview
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TCFD overview
Released in 2017, the TCFD recommendations
set out eleven recommended disclosures
around four core areas for companies to
report material climate-related information
to the market via the mainstream financial
report, as shown in Figure 1, below.4 In
focusing on these four core areas of business
practice and disclosure, the TCFD sought to
ensure that consideration for climate-related
matters were adequately embedded
throughout the organisation’s governance,
strategy, and risk management processes and
transparently reflected for both preparers
and users alike. In doing so, this addresses
the demand for information that is consistent,
comparable, reliable and clear.
The TCFD recommendations also promoted
the use of climate scenario analysis for the
assessment of corporate strategic resilience.
Climate scenario analysis is offered as a
means to inform users5 about a company’s

strategic resilience, and enable companies to
prepare and respond to the uncertainties of
climate change and decarbonisation efforts
over different time horizons, both in terms of
the timings of potential impacts as well as
their magnitudes.6 By exploring a range of
plausible and coherent climate futures and
assessing the potential corporate risks and
opportunities of each, companies can test
their thinking and strategies, better
understand the key drivers that will likely
affect their business going forward, and
adapt their strategies and ambitions
accordingly. Whilst potentially challenging,
scenario analysis is an essential component to
TCFD reporting. It brings considerations of
the short-, medium-, and long-term impacts
of climate change into the present day,
enabling companies and investors can act in a
more informed and effective manner.

Figure 1: Overview of the core elements of the TCFD recommendations. Source: TCFD Final
Recommendations Report (2017)

4 TCFD, Final Recommendations Report (2017)
5 According to the TCFD 2021 Status Report, the term “user” refers primarily to investors, lenders, or insurance underwriters through credit rating
agencies and regulatory authorities, as well as preparers of their own disclosures.
6 TCFD, Technical Supplement: The use of scenario analysis in disclosure of climate-related risks and opportunities (2017)
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State of TCFD Reporting
The TCFD’s latest analysis of global reporting
demonstrates that there is continued
improvement across the eleven
recommendations, but the pace of
development is sluggish.7 Particular areas of
concern for adoption noted by the TCFD
were the resilience of the company’s strategy
and management’s role in assessing and
managing climate-related risks and
opportunities, with only 13% and 18% of
companies analysed disclosing against these
recommendations, respectively. But the
TCFD’s analysis also showed some surprising
areas of lower rates of disclosure in the
market, such as board oversight of climaterelated risks and opportunities (25%) and
disclosing Scopes 1, 2, and 3 greenhouse gas
(GHG) emissions (37%). In its 2021 Status
Report, the TCFD found that companies were
more likely to disclose potential financial
impacts of climate-related risks and
opportunities in their sustainability reports,
rather than their mainstream financial report.
This is counter to the expectation set out by
the TCFD recommendations. It further raises
the question of “if these climate-related risks
and opportunities are material [to
stakeholders], then why are they not reported
alongside other material information, i.e., in
financial statements?”.

TCFD overview

factored into financial planning and that only
5% has developed low-carbon transitions
plans.9 Indeed, Carbon Tracker’s 2021 analysis
of the reporting of over 100 publicly-listed,
carbon-intensive companies found no
examples of good practice for the
consideration of climate-related matters in
the companies’ financial statements. They
further offered that 72% of the companies’
financial reporting raised significant concern
around consistency with their wider
reporting.10
Latest guidance and regulatory developments
Since the publication of CDSB’s first TCFD
Good Practice Handbook, the TCFD has
released several additional pieces of guidance
to accompany its recommendations to assist
financial and non-financial companies and
report preparers in improving the quality and
coverage of the eleven recommended
disclosures throughout their mainstream
financial reports. Summarised in the box
below, this range of guidance has been
developed to respond to the difficulties and
challenges evident in current reporting.
Chapter 5, Further Resources, offers further
examples of useful tools and guidance, aimed
to aid companies in their TCFD reporting.

Additionally, EY’s global analysis of climaterisk reporting presents an impression that
companies are trending towards a more
“tick-box” approach, with quality of
disclosures found to significantly lag
coverage.8 This is particularly the case for
reporting on corporate strategies to respond
to climate risks and opportunities and
scenario analysis, with the report concluding
that companies are more comfortable
reporting on targets and ambitions and not
how they will get there. In last year’s report,
Measuring TCFD Disclosures, Vigeo Eiris
similarly found that only 6% of companies
analysed reported that climate change was

7 TCFD, 2021 Status Report (2021)
8 EY, Global Climate Risk Disclosure Barometer (2021)
9 Vigeo Eiris, Measuing TCFD Disclosures (2020)
10 Carbon Tracker, Flying Blind: The glaring absence of climate risks in financial reporting (2021)
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TCFD Supplementary Guidance
TCFD Overview Booklet – This overview introduces topics such
as the need for climate-related financial disclosure, potential
financial implications of climate change, as well as summarises
the TCFD recommendations and detailing benefits of
implementing them.
Guidance on Scenario Analysis for Non-Financial Companies
– This guidance provides practical, process-oriented guidance to
companies on how to conduct and use climate scenario analysis,
and further guidance on how they may report on strategic
resilience effectively in the mainstream financial report.
Guidance on Risk Management Integration and Disclosure
– After setting out the unique characteristics of many climaterelated risks, this guidance provides companies with principles
and steps to guide integration, and further sets out features of
decision-useful risk management disclosures with good-practice
examples.
Guidance on Climate-related Metrics, Targets, and Transition
Plans – As well as offering seven metrics applicable to all
companies, and characteristics and process for quality targetsetting and reporting, this report presents suggested changes to
guidance that accompanies the TCFD recommendations to
support the disclosure of transition plans.
Implementing the Recommendations of the Task Force on
Climate-related Financial Disclosures – This annex provides
both general and sector-specific guidance on implementing
the TCFD recommendations, updating and superseding the
2017 version of the same document. A summary of the
changes made between 2017 to 2021 can be found here.
Measuring Portfolio Alignment: Technical Supplement Following an earlier consultation with financial companies, this
technical supplement, developed with the Portfolio Alignment
Team, sets out the importance and rationale of reporting
forward-looking metrics to measure alignment with the Paris
Agreement and provides a comprehensive set of practical
recommendations to financial companies in building tools for and
reporting on portfolio alignment.
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These additional guidance to the TCFD
recommendations support regions and
countries around the world as they begin to
mandate the disclosure of climate-related
financial information, starting with the biggest
companies. In New Zealand, the government
has introduced legislation that will require the
financial sector to report on climate change
impacts and the management of climaterelated risks and opportunities from 2022.11
Hong Kong, Switzerland, Brazil, Japan, and
Singapore are also in the process of
introducing TCFD reporting mandates across
sectors.12 13 In the UK, meanwhile, plans have
been announced to require companies across
the economy to produce TCFD-aligned
disclosures by 2025, expanding on the
proposals that all UK listed companies and
large asset owners should disclose in line with
the TCFD recommendations by 2022.14 The
EU’s proposed updates for a Corporate
Sustainability Reporting Directive would
mandate the reporting of climate-related
financial information by the largest
companies across member states.15

TCFD overview

In hand with these developments in reporting
regulation, the EU is currently working to
develop a suite of sustainability reporting
standards to bring quality, consistency, and
comparability to reporting across EU member
states, with a climate reporting standard
building on the TCFD Recommendations as a
key component of this work.16
At an international level, in its proposals to
establish the International Sustainability
Standards Board (ISSB) to complement the
International Accounting Standards Board
(IASB), the International Financial Reporting
Standards (IFRS) Foundation has outlined
that a “climate-first” approach would be
adopted before widening scope to other
sustainability issues.17 The IFRS Foundation
has recently consulted on amendments to its
constitution to accommodate the ISSB and
has also established a Technical Readiness
Working Group, of which CDSB is a member
alongside the TCFD and others, to provide
the new board with foundational material and
content for issuing IFRS International
Sustainability Standards.

11 New Zealand Ministry of Environment, Mandatory climate-related disclosures (2021)
12 Hong Kong Monetary Authority, Press Release (2020)
13 Switzerland Federal Council, Press Release (2021)
14 UK Department for Business, Energy & Industrial Strategy, Consultation outcome on mandatory climate-related financial disclosures by
publicly quoted companies, large private companies and LLPs (2021)
15 European Commission, Proposals to amend Directive 2013/34/EU, Directive 2004/109/EC, Directive 2006/43/EC, and Regulation (EU)
No 537/2014 (2021)
16 European Commission, Reports on development of EU sustainability reporting standards (2021)
17 IFRS Foundation, Consultation paper and comment letters: Sustainability Reporting (2021)

3. Highlights of
good practice in
TCFD disclosures
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Highlights of good practice in TCFD disclosures

Governance

Swiss Re Financial Report 2020
Swiss Re’s climate governance disclosure outlines
responsibilities at both board and management level
clearly, demonstrating both Governance A) and B) in
accordance to the TCFD recommendations. A useful
amount of information is provided, outlining not just
where accountability lies, but also the distinct role that
different board-level committees and managementlevel business functions play in providing oversight on
climate-related risks and opportunities.

Climate governance
Swiss Re’s governance around climate-related
risks and opportunities
At Swiss Re’s highest governance level, four
Board of Directors committees are charged
with overseeing the implementation and
execution of Swiss Re’s Group Sustainability
Strategy and Climate Action Plan.
The Chairman’s and Governance Committee,
presided over by the Chairman, has the
overall responsibility for monitoring and
reviewing the Group’s strategic priorities on
enabling sustainable progress, including
initiatives and actions specifically addressing
climate change.
The Compensation Committee establishes
and reviews the compensation framework,
guidelines and performance criteria.
Performance criteria include sustainability
and climate change-related topics.
The Finance and Risk Committee defines
the Group Risk Policy, reviews risk capacity
limits, monitors adherence to risk tolerance,
and reviews all key risk issues and
exposures, including those with a specific
climate dimension.

The Investment Committee reviews
Swiss Re’s asset management-related
activities and, as part of this, receives regular
updates on Group Asset Management’s
Responsible Investing Strategy and
implementation, including in the area of
climate change.
The Board of Directors oversees the
development and adoption of sustainability
policies and Swiss Re’s climate strategies,
while the Group Executive Committee
(Group EC) ensures their implementation.
To optimise coordination and alignment
at the Group level and to monitor progress
on the implementation of the Group
Sustainability Strategy, the Group EC has
established the Group Sustainability Council
(GSC), chaired by the Group Chief Risk
Officer. The GSC is an advisory body to the
Group EC. It is composed of Group EC
members and other senior management
representatives.
Group Functions also have specific
responsibilities relating to climate change:
a team located within Group Risk

Swiss Re’s sustainability and climate-related governance
Group level
Business level2

Board of
Directors
Board committees1
Chairman’s &
Governance Committee
Compensation
Committee

Finance & Risk
Committee

Investment
Committee

Group Executive Committee
Group Functions2
Group
Group Risk Swiss Re
Finance Management Institute

Group Asset
Group
Group Human
Management Operations
Resources

Group Sustainability Council
Reinsurance

Corporate Solutions

iptiQ 3

Retrieved from page 151 Swiss Re Financial Report 2020
1
2

3

Public Sector Solutions

Only Board committees with allocated responsibilities related to sustainability and climate change are listed.
Dedicated sustainability and climate change roles, networks and/or committees in all Group Functions and on
Business level.

Management is responsible for coordinating
sustainability-related activities across the
Group. Group Risk Management is
responsible for maintaining a suitable risk
policy framework, including sustainability
and climate-related risks. Swiss Re Institute,
which is headed by our Group Chief
Underwriting Officer, provides the basis for
pricing and, more specifically, all weatherrelated physical risks, eg through a
dedicated natural catastrophes team and
proprietary natural catastrophe models.
Group Asset Management is responsible for
developing and implementing the Group’s
Responsible Investing Strategy, which
includes a dedicated approach to climate
change. Group Operations implements the
net-zero strategy to manage the firm’s
operational carbon footprint.
At the business level, the Business Units
Reinsurance and Corporate Solutions, the
iptiQ Division and Public Sector Solutions
implement the Group Sustainability
Strategy, including the Climate Action Plan.
Sustainability and climate changerelated KPIs linked to compensation
We have introduced sustainability as an
additional assessment dimension for
determining our Group Annual
Performance Incentive (API) pool. This
establishes a clear connection between
sustainability and climate change-related
targets and compensation for all
employees, including Group EC members.
The sustainability assessment in 2020
is primarily based on qualitative key
performance indicators (KPIs) and
targets. In 2021, the assessment will be
expanded to include quantitative KPIs
and targets. Our KPIs and targets are
aligned with our 2030 Sustainability
Ambitions and net-zero commitments.
Please see pages 120‒121 of this
Financial Report for details on the API
pool funding process, and pages
133‒134 for details on performance
outcomes of the qualitative assessment.
You can read more about our sustainability
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Highlights of good practice in TCFD disclosures

Governance

Ayala 2020 Integrated Report

COMPANY | LEADERSHIP | VALUE CREATION | BUSINESS REVIEW | GOVERNANCE | ANNEXES

Ayala include a simple diagram to outline their
RISK GOVERNANCE
The Group
governance
of climate-related risks and opportunities
at Risk Management and Sustainability
TCFD Governance Pillar
Unit (GRMSU) supports the CRO by conducting
both board and management level. The diagramactivities
is also that will enhance the risk-aware
accompanied
table
where eachofgoverning
body’s
Oversightby
forathe
operationalization
the
culture and improve the risk management
Ayala’s riskare
management
framework
is entrusted
in the organization, as well as present
responsibilities
described
in further
detail as program
per
to the Board of Directors through the Risk
sustainability megatrends and climate change
Governance
A)
and
B)
of
the
TCFD
recommendations.
Management and Related Party Transactions
updates during the annual risk assessment as
Committee (RMRPTC) which provides
transparency and visibility into the corporate
and the group’s risk management practices.

The Chief Risk Officer (CRO), being Ayala’s
risk management advocate, reports to the
Committee any improvement in the design,
implementation, and maintenance of the
Enterprise Risk Management (ERM) roadmap.

Climate-related risks and
opportunities Governance
Structure

part of establishing the context. It also convenes
the Ayala Group Enterprise Risk Management
Council, composed of risk officers of Ayala
business units.
In 2020, with our commitment to adopt the
TCFD Framework, we made changes in our
governance structure.

Board of Directors

Risk Management and
Related Party Transactions Committee

Chief Risk Officer

Group Risk Management
and Sustainability Unit

Enterprise Risk
Management Council

Sustainability
Council

GOVERNANCE
Board of Directors

■ The Ayala Board leads the governance system and meets with relevant Board
Committees six times a year to gain insights and review, and ensure proper
implementation of internal control mechanisms and risk management process for
good governance.

Risk Management
and Related Party
Transactions (RMRPT)
Committee

■ RMRPT Committee has been delegated with the responsibility of overseeing
climate-related risks and opportunities to assist the board in its oversight
function.
■ Climate-related risks and opportunities are a scheduled agenda item in all its
meetings which are scheduled semi-annually or as often as needed
■ Climate-risks and opportunities are integrated in the committee’s review and
guidance on the risk management policies.
■ Top risks and emerging risks of the subsidiaries are reported in the RMRPT
Committee.

73

AYALA CORPORATION 2020 INTEGRATED REPORT

Retrieved from page 73-74 Ayala 2020 Integrated Report
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The descriptions of the different governing bodies include helpful
clarity on the specific nature of their climate-related
accountabilities. It is stated how many times per year the body
meets, or how many times climate-related aspects are an agenda
item, and the information that is reported to different functions
and committees is clarified. The integration of climate-related
matters into the organisation’s governance processes is therefore
clearly evidenced and succinctly described.

Risk Management
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Highlights of good practice in TCFD disclosures

Chief Risk
Officer (CRO)

■ The CRO is the highest management-level position with responsibility for climaterelated risks and opportunities.
■ The CRO has also been mandated to lead the identification, assessment and
management of climate-related risks and opportunities. The following are his
additional responsibilities:
— Lead the management in the identification and assessment of climate-related
risks and opportunities
— Report to the Board-level committee the climate-related risks and
opportunities identified by the management with their corresponding potential
financial impact to the Company
— Monitor the management of climate-related risks in relation to the overall risk
exposure of the Company
— Ensure that the Group Risk Management and Sustainability receives appropriate
organizational support to establish a framework and process for the inclusion
of climate-related risks in the enterprise risk management program

Group Risk
Management
and Sustainability
Unit (GRMSU)

■ The GRMSU, as a support to the CRO, in the identification, assessment and
management of climate-related risks and opportunities has additional
responsibilities:
— Present sustainability megatrends and climate change updates during
the annual risk assessment as part of establishing the context
— Design a framework for the identification and assessment of
climate-related risks
— Establish a process to integrate climate-related risks in the
enterprise risk register
— Provide disclosures on the financial impact of climate-related risks
in the annual Integrated Report

Enterprise Risk
Management
Council

■ Composed of representatives of risk management experts across the group
■ Semi-annually, the ERM Council provides the top and emerging risks to GRMSU
for reporting to CRO and RMRPT.
■ Platform for risk framework alignment, continuous risk process improvement,
and other group-wide projects
■ Meets at least thrice a year

Sustainability
Council

■ Composed of representatives of sustainability experts across the group
■ Platform for sharing best practices and cascading programs across the group
■ Meets at least thrice a year

IN 2021-2023
vision ESG-Competent Board
■ Provide continuous education
on climate-related and other
ESG risks and opportunities
to the Board and relevant
levels of organization
■ Monitor and report on our
progress on climate-related
and other ESG risks and
opportunities
■ Become a TCFD signatory

In 2020, Ayala held the second annual Integrated Summit,
coalescing the topics of Corporate Governance, Risk
Management, and Sustainability. The summit was conducted
virtually in lieu of a physical event to accommodate for the
restrictions brought about by the pandemic. The year’s
theme was “The Business of Building Back Better” - echoing
the board’s agenda for not only recovering from the socio-economic effects the pandemic had
wrought, but proactively building more resilient and sustainable systems that aid in the group’s
growth and help our businesses withstand future crises. Steve Howard, a climate change expert
who is the Co-chair and Founder of We Mean Business Coalition, delivered the keynote sighting
Retrieved
pagesof73-74
Ayalachange
2020 Integrated
Report and why this is an urgent global matter. He emphasized
thefrom
effects
climate
to businesses
how integration can be a transformational choice in rebuilding from a crisis.
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Highlights of good practice in TCFD disclosures

Strategy

QBE 2020 Annual Report
Here, QBE include a summary of the key climate-related
impacts they have assessed over the short-, mediumand long-term as a result of their climate-related
scenario analysis. The uncertainties associated with
outcomes under different scenarios are discussed, with
the potential implications for the business, for example
on costs due to increased insurance claims.

It is important that specific
time horizons for impacts
are also discussed. A
supporting table to
summarise key information
for the reader would be a
beneficial addition to the
disclosure.

Retrieved from pages 30-31 QBE’s 2020 Annual Report
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Highlights of good practice in TCFD disclosures

Strategy

Mercury 2021 Annual Report
Mercury, an electricity generation and electricity retailing company from
New Zealand, disclose their top 5 climate-related risks and opportunities
in a clear and concise table. Not only does this disclosure meet the
requirements of TCFD recommendations Strategy A) and B) by
identifying the climate-related risks and opportunities to the organisation
over different time horizons (definitions of which were provided
elsewhere in the document) and connecting them to the impact they
could have, but this table then links each risk and opportunity with
descriptions of management responses, meeting the requirement of
TCFD recommendation Risk Management B).

Retrieved from page 69 Mercury 2021 Annual Report
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(Continued) This disclosure could be enhanced with additional information
regarding the methodology which determines the likelihood of each risk and
opportunities. It is also important to note that whilst the financial implications
for climate-related risks have not yet been quantified, the financial
implications for climate-related opportunities have been monetised.

Retrieved from page 69 Mercury 2021 Annual Report
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Highlights of good practice in TCFD disclosures

Strategy

Tech Mahindra Integrated Annual Report 2020-21
Indian technology company Tech Mahindra provides valuable
disclosure over its efforts to assess its strategic resilience using
climate scenarios, as per Strategy C) of the TCFD recommendations.
A clear presentation structure is used to outline the two scenarios it
has used in its analysis, the timescale over which they were applied,
the key assumptions that were adopted for each scenario, and the
external sources they used to inform these.

Retrieved from page 96 Tech Mahindra Integrated Annual Report 2020-21
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For each of the two scenarios, high-level qualitative insight is provided on the expected
business impacts. Financial implications of these impacts are noted, however Tech
Mahindra could further enhance this disclosure by providing quantitative and monetised
information on the expected nature and magnitude of financial impacts. The approach
taken to providing a clearly structured and concise summary of progress to date in
analysing climate scenarios, however, provides a valuable level of transparency.

The scenario analysis summary
concludes with a brief description
of the external and internal data
sources used, as well as the time
horizon in which the assessment
was conducted, and insight into
the methodology.

Retrieved from page 96 Tech Mahindra Integrated Annual Report 2020-21
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Highlights of good practice in TCFD disclosures

Strategy

ABN AMRO Annual Report 2020
Dutch bank ABN AMRO include a summary of their climate risk
analysis assessments in their 2020 Annual Report.

A climate risk heatmap is outlined, which
identifies the potentially material sources
of climate risk across the bank’s lending
scenario, and helps to illustrate how it
identified priority areas for further
detailed risk and scenario analysis.

Following the climate risk heatmap, the disclosure then presents the key results of further
in-depth analysis, conducted for areas of particular concern, such as flooding risk in the
residential and commercial real estate of its mortgage portfolio. The extracts above show some
of the outputs included in the report to demonstrate the expected potential damage from
flooding, and from drought, subsidence and pole rot.

Retrieved from page 142-143 ABN AMRO Annual Report 2020
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Risk Management

Banco Davivenda Annual Report 2020
Across these two extracts, Bando
Davivenda describe organisation’s
processes for identifying and assessing
climate-related risks in the context of
their investment decisions, as per TCFD
recommendation Risk Management A).

LETTER FROM THE CEO

INTRODUCTION

OUR RESULTS

SUSTAINABLE MANAGEMENT

OUR ENABLERS

MACROECONOMIC ENVIRONMENT

SARAS
SARAS 2020 Methodology and Results

Assessed Items:

We identify and mitigate environmental and social risks
in the financing of sensitive projects and sectors.

C
C
C

Compliance with applicable local legislation
Labor and working conditions
Assessment and management of environmental and social risks and impacts
Resource efficiency and pollution prevention
Cultural heritage
Environmental and/or social certifications and awards
Community education and income programs
Indigenous peoples
Community health and safety
Climate change mitigation and adaptation
Land acquisition and involuntary resettlement
Biodiversity conservation and sustainable management of living natural resources
Promotion of good practices

The Environmental and Social Risk Analysis System SARAS is part of our comprehensive risk management
process and is managed by the Environmental and Social
Risk Department of the Vice-Presidency of Credit Risk,
reporting to the Corporate Risk Committee, the Credit
Risk Committees and the Sustainability Committee
It includes policies and procedures to apply it in loan
evaluations in the corporate, construction, business and
leasing segments, as well as in investment decisions and
in the management of strategic suppliers.

C

The SARAS methodology has established outreach
policies, considering amounts, terms, sensitive
activities, and local regulations, when required by credit
approval bodies; it is also aligned with IFC standards,
performance standards and exclusion list. In evaluating
large infrastructure projects, the evaluation considers
the elements of the methodological Equator Principles
benchmark, including due diligence by an independent
consultant.

The applicable methodology allows us, based on existing information, to generate a
categorization of environmental and social risk A, B or C, taking into account the probability
of greater to lesser environmental or social impact, assess possible environmental and social
risks, generate an environmental and social concept, establish action plans when required and
follow-up measures (covenants) to verify the performance of environmental and social aspects
during the term of the loan with the Bank. In infrastructure projects (project finance), we
support the process since the credit structuring stage.

C
C
C
C
C
C
C
C
C

As part of the SARAS process, we include procedures and work plans for climate change risk
management and human rights risk management.

Retrieved from pages 64, 66-67 of Banco Davivenda’s 2020 Annual Report
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Not only do they disclose information
regarding their “SARAS 2020” methodology
for how they identify and mitigate
environmental and social risks in the financing
of sensitive projects and sectors, but they
detail a step-by-step process of how this is
considered in the context of climate change.

MACROECONOMIC ENVIRONMENT

FINANCIAL RESULTS

APPENDICES

LETTER FROM THE CEO
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EMPLOYEES

HOURS

315

1

58

23

22

32

5

10

42

52

20

54

Climate change risk management is part of the Social and
Environmental Risk Analysis System (SARAS) when reviewing
loan applications, by focusing on historical data on climate
events such as floods, droughts, and landslides, and using
geographic tools to profile risks and identify existing or required
mitigation and adaptation measures.

C

Extraction, review, and analysis for initial understanding of
climate change scenarios data for Colombia.

C

Identifying regulations related to climate change that could
lead to changes affecting industries that generate the most
CO2 emissions and, therefore, pose a transition risk.

We developed a work plan aligned with TCFD's
recommendations aimed at analyzing and prioritizing the
way in which climate change, physical and transition risks
may impact the business in the Bank's credit and investment
portfolios. It also focuses on identifying opportunities arising
from the low-carbon economy in projects and investments
to be financed directly contributing to climate change
management, such as renewable energies, energy efficiency
and sustainable building.

C

Adhering to the TCFD framework, joining a group of leading
companies committed to taking action on climate change
and thinking about how it may impact business.

C

Special training for the team of employees directly involved
in managing and identifying climate change risks and
renewable energy opportunities within the framework of
the Green Banking - Renac program.

C

These are among the activities conducted for climate change
risk management in 2020:
C

C

Conducting a pilot test to identify physical risks associated
with the mortgage loan portfolio, classifying them by flood
and landslide threat levels.

C

Analysis and prioritization of physical climatic variables
associated with various types of loans in the Bank's portfolio,
as a basis for further evaluation.

2020
ANNUAL REPORT

Raising awareness and training Bank employees through
the "Good things multiply" sustainability culture program,
focusing on the efficient use of water and energy, the
fundamentals of biodiversity and climate change, and the
importance of waste management.
Participating in the task force convened by the Financial
Superintendence of Colombia to review green finance
taxonomy in Colombia.

66

Retrieved from pages 64, 66-67 of Banco Davivenda’s 2020 Annual Report
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Highlights of good practice in TCFD disclosures

Risk Management

AstraZeneca Annual Report
and Form 20-F Information 2020

AstraZeneca
have clearly
summarised
each identified
their physical
and transition
risks in a table,
detailing the risk,
its potential
impact, as well as
“how it is
managed”. By
providing
information on
the management
processes,
AstraZeneca are
disclosing in
accordance to
TCFD
recommendation
Risk
Management B).

Retrieved from page 277 AstraZeneca’s Annual Report and Form 20-F Information 2020
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Cross-references are also provided to other aspects of the disclosure
for further detail on actions where relevant. It is beneficial that the
management actions are directly connected to addressing the
specific risks that the organisation has identified.

Retrieved from page 277 AstraZeneca’s Annual Report and Form 20-F Information 2020
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Risk Management

CLP Holdings 2020 Annual Report
The TCFD recommended disclosure Risk Management C) calls for organisations to
describe how processes for identifying, assessing, and managing climate-related
risks are integrated into the organisation’s overall risk management. CLP include a
specific case study within the risk management section of their 2020 Annual
Report which outlines how it has embedded climate risk into its wider risk
processes. The description includes helpful clarity on the specific steps it has taken
to both assess climate as a standalone risk, but also to understand which other
material risks may have transition or physical risk drivers. This mapping is then
included within subsequent disclosure of individual material risks.

Retrieved from page 151 CLP Holdings 2020 Annual Report
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Risk Management

Fresnillo 2020 Annual Report

In its description of Risk Management, Fresnillo provides the climate-related risks (physical and
transition) and opportunities it has identified as an emerging risk in 2019 and a principle risk in
2020. Through the use of tables, this example clearly presents descriptions of the climate-related
risks and opportunities, their likelihood, the timeframe in which they have been assessed, as well
as descriptions of impacts to the organisation and the management approaches in response. In
the paragraph above, Fresnillo describe how the Head of Sustainability is responsible for
monitoring (climate-related) risks and opportunities, mitigation, and performance monitoring of
transition risks. As such, this example demonstrates the interconnectedness amongst TCFD
recommended disclosures Governance B), Strategy A), B), and Risk Management B), C).

Retrieved from pages 96-97 Fresnillo 2020 Annual Report
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It is important to note, however, that whilst the risk
identification process has been conducted using a 2°C
scenario decarbonisation pathway, this disclosure does not
describe the resilience of the organisation and/or its strategy
(Strategy C). Additionally, this disclosure could be enhanced
by providing further information on the methodology in which
the climate-related risks and opportunities were initially
identified, how the scenario analysis was conducted, how
likelihood and timeframes have been defined and
categorised, as well as monetising estimated impacts.

Retrieved from pages 96-97 Fresnillo 2020 Annual Report
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Risk Management

Citi Group 2020 Annual Report
This disclosure is an example of how a 10K filing (United States) has been embedded
into an annual report, and successfully demonstrates the interconnected nature the
TCFD recommendations – in this case, between Governance and Risk Management,
asrecommended
Citi Group
havelanguage.
importantly
identified
fallback
In addition,
in 2020, Citithat “climate risk is an overarching risk that
transitioned
discounting
centrally
clearedof
EUR
and This example cites the Board’s oversight of
can
act asthe
a driver
of ofother
types
risk”.
USD interest rate derivatives to the Euro Short-Term Rate
climate-related
risks
and
opportunities
(Governance A), and how climate-related risks
(ESTR) and SOFR, respectively; announced the adoption of
are
integrated
are
embedded
into
the
organisation’s
(existing) risk framework (Risk
the newly published Interbank Offered Rate (IBOR) Fallbacks
Protocol of the International
Swaps and Derivatives
Management
C).
Association (ISDA) for existing IBOR derivatives
transactions; and increased Citi’s virtual client communication
efforts, including outreach regarding these new industry-led
protocols and solutions. Further, Citi has also been investing
in its systems and infrastructure, as client activity moves away
from LIBOR to alternative reference rates.

Climate Risk
Climate change presents immediate and long-term risks to Citi
and to its clients and customers, with the risks expected to
increase over time. Climate risk refers to the risk of loss
arising from climate change and is divided into physical risk
and transition risk. Physical risk considers how chronic and
acute climate change (e.g., increased storms, drought, fires,
floods) can directly damage physical assets (e.g., real estate,
crops) or otherwise impact their value or productivity.
Transition risk considers how changes in policy, technology
and market preference to address climate change (e.g., carbon
price policies, power generation shifts from fossil fuels to
renewable energy) can lead to changes in the value of assets,
commodities and companies.
Climate risk is an overarching risk that can act as a driver
of other types of risk in the Citi risk taxonomy, such as credit
risk from obligors exposed to high climate risk, reputational
risk from increased stakeholder concerns about financing high
carbon industries and operational risk from physical climate
risks to Citi’s facilities.
Citi currently identifies climate risk as an “emerging risk”
within its risk governance framework. Emerging risks are risks
or thematic issues that are either new to the landscape, or in
the case of climate risk, existing risks that are rapidly
changing or evolving in an escalating fashion, which are
difficult to assess due to limited data or other uncertainties.
For additional information on climate risk, see “Risk Factors
—Strategic Risk” above.
With the increased importance and focus on climate risk,
Citi has continued to expand its governance of climate risk and
integrate climate considerations into the priorities of
Citigroup’s Board of Directors and senior management. In
particular, Citi has:
•
•

continued to identify its LIBOR
luding financial instruments that do
visions that adequately contemplate
ference rates and that would require
ith counterparties. Citi’s LIBOR
, among other things, using alternative
newly issued financial instruments
9, Citi has issued preferred stock and
cing the Secured Overnight Financing
updated the LIBOR determination
mentation with the ARRC

•
•

appointed a Chief Sustainability Officer;
appointed a Head of Climate Risk to partner with the
Head of Environmental and Social Risk Management to
deliver a Company-wide strategy concerning climate risk;
formed a global, cross-functional senior-executive level
Climate Risk Advisory Council to provide oversight of
and guidance to Citi’s climate risk integration efforts; and
increased the frequency and depth of Board and seniorlevel review of climate-related matters.

Citi manages and mitigates the credit and reputational
risks from climate change through a number of internal
initiatives, including Citi’s Environmental and Social Risk
118

Retrieved from pages 118-119 Citi Group 2020 Annual Report

Management (ESRM) Policy. First established in 2003, the
ESRM Policy is part of Citi’s broader credit risk management
policy and is applicable to all Citi entities globally. The ESRM
Policy provides the framework for how Citi identifies,
mitigates and manages the potential environmental and social
risks (including climate risks) associated with clients’
activities that could lead to credit or reputation risks to the
Company. It guides how Citi evaluates lending, underwriting
and advisory in environmentally sensitive and/or high-carbon
sectors, and presents opportunities for Citi to engage clients on
solutions to thematic risks.
In project-related lending, Citi’s ESRM Policy
incorporates the updates from the fourth iteration of the
Equator Principles, which Citi helped shape, that expands
climate risk requirements to include physical risk as well as
transition risk. Citi’s ESRM Policy covers lending and
underwriting with identified use of proceeds directed to
physical assets and activities, as well as sector standards for
corporate relationships in higher-risk sectors, including
carbon-intensive sectors. In 2020, Citi updated its sector
standards for thermal and coal mining, coal-fired power and
Arctic oil and gas.
Citi has also made climate risk one of the three key pillars
of its 2025 Sustainable Progress Strategy. Under this pillar,
Citi intends to measure, manage and reduce the climate risk
and impact of its client portfolios and enhance its Taskforce on
Climate-Related Financial Disclosures (TCFD)
implementation
and disclosure
through policy
development,
To improve
this disclosure,
Citi
Group
portfolio analysis and client engagement. In December 2020,
could
provide
further
detail
regarding
Citi released its second report detailing its implementation ofthe
increased
frequency
and
of which
the TCFD
recommendations:
Finance
for depth
a Climate-Resilient
Future
In this report,
discusses its implementation
theII.Board
andCiti
senior-level
review of
the TCFD recommendations, and Citi’s recent pilot testing of
climate-related
climate
scenario analyses tomatters.
assess climate-related impacts and
risks in specific sectors, spanning both transition and physical
climate risks. Climate data is still improving in terms of its
accessibility and reliability, and the industry and Citi continue
to develop better methodological approaches toward assessing
climate change impacts. Nonetheless, Citi expects to integrate
more quantitative analysis of climate risks into credit
assessments in the future and to quantify the carbon emissions
associated with its client portfolios. Citi will continue to
disclose its progress in this area in its annual Environmental,
Social, and Governance (ESG) Report and TCFD reporting.
In addition, Citi continues to participate in financial
industry collaborations to develop and pilot new
methodologies and approaches for measuring and assessing
the potential financial risks of climate change. Citi is also
closely monitoring regulatory developments on climate risk
and sustainable finance, and actively engaging with regulators
on these topics.
For information on Citi’s environmental and social
policies and priorities, see Citi’s website at
www.citigroup.com. Click on “About Us” and then
“Environmental, Social, and Governance.” For information on
Citi’s ESG and Sustainability (including climate change)
governance, see Citi’s 2020 Annual Meeting Proxy Statement
available at www.citigroup.com. Click on “Investors” and then
“Annual Reports & Proxy Statements.”
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Metrics & Targets

AXA’s 2020 Annual Report
French insurance firm AXA disclose an assessment of their
2012-2020 objectives, their 2019-2025 performance
targets, as well as their 2020 environmental performance
data alongside accompanying narrative for each.

Retrieved from pages 188-190 of AXA’s 2020 Annual Report
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In doing so, AXA report against TCFD recommendation Metrics and Targets B),
disclosing Scope 1, 2, and 3 GHG emissions data. These have also been
disaggregated into business activity, such as power consumption, vehicle fleet,
business travel, etc., and provides multiple years of historical data for direct
comparison. AXA have also reported against their 2012-2020 objectives, and
disclose their 2019-2025 targets, which have been submitted to SBTi.

To enhance this disclosure, AXA could
directly link their Scope 1, 2, and 3 GHG
data to related-risks, such as through
monetising the potential impact of
hypothetical carbon prices.

Retrieved from pages 188-190 of AXA’s 2020 Annual Report

32

TCFD Good Practice Handbook

Highlights of good practice in TCFD disclosures

Metrics & Targets

UBS Group AG Annual Report 2020
Swiss bank UBS include a summary table within their
2020 Annual Report, which directly maps climaterelated metrics to those connected to climate risk
management, as well as those related to its climaterelated opportunities. This provides helpful
connection between key risks and the indicators that
are being tracked to monitor progress in managing
these issues.

For each metric, two years’ prior performance is
provided, supporting comparability over time.
Additionally, the percentage change to the previous year
is indicated. The target reduction in GHG emissions from
UBS’ own operations is also stated. It would be
beneficial to clarify targets connected to any of the
other metrics presented, if applicable, just as it would be
helpful to include a reference to the underlying
methodology for each metric, whereby the investor has
a chance of better understanding the data.

Retrieved from page 42 UBS Group AG Annual Report 2020
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Metrics & Targets

Enel Integrated Annual Report 2020
Increasingly, companies are aligning their climate-related strategies and targets to a
net-zero commitment. Enel provide a very useful summary in their annual report,
demonstrating how their different climate targets contribute to their overall net-zero
commitment. The timeframe, scope, and scenario applicable to each target is clearly
stated. Each target is also reported alongside whether it has been SBTi certified.

Another valuable aspect of this disclosure format is that the
specific actions that will be taken to achieve each of the targets
is also clarified, with some detail provided on the capital
investment that is planned to support their achievement. This
demonstrates that Enel are integrating their net-zero
commitment into their wider financial and strategic planning.

Retrieved from page 56 Enel Integrated Annual Report 2020
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Other good practices

Providing a transparent roadmap:
FirstRand Annual Integrated Report 2020
For the majority of companies, full implementation of the TCFD recommendations will
be an iterative process, with continual improvement of disclosures across reporting
cycles. To provide transparency to your investors over your plans to make future
enhancements to your TCFD reporting, inclusion of a clear roadmap is recommended.

In its 2020 Annual Integrated Report, FirstRand includes a transparent roadmap,
identifying the actions it will take over a four-phase period to implement the
TCFD recommended disclosures. Actions are mapped to each core element of
the TCFD, with Governance & Strategy shown in the extract, above.

Retrieved from page 36 FirstRand Annual Integrated Report 2020
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Other good practices

Integrating disclosure into the mainstream financial
report: BP Annual Report and Form 20-F 2020
The TCFD recommendations advocate for the disclosure of material information on
climate-related risks and opportunities to be integrated with companies’ mainstream
financial filings. However, for many companies, it can be challenging to determine the
best approach for doing this. Here, BP have included a TCFD index table in their
Annual Report and Form 20-F 2020 which illustrates where relevant information for
each TCFD recommended disclosure can be located across the document. It also
provides cross-references to supplementary information, where necessary, to
disclosure outside of the mainstream financial report. This can be a particularly helpful
mean of navigating disclosure for the user.

Retrieved from page 62 BP Annual Report and Form 20-F 2020
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Other good practices

Embedding climate in financial statements: National Grid
plc Annual Report and Accounts 2020/21

In addition to providing TCFD-aligned narrative disclosure, organisations should
take steps to integrate climate-related financial information into their financial
statements. National Grid provide a useful example of adopting this approach, by
providing information on the potential implications of the UK’s net-zero target for
the useful economic life (UEL) of their gas assets, in note 13 on “Property, plant
and equipment” to their financial statements.

The assumptions they have made to assess this uncertainty are provided, as well
as the financial impact figures illustrating the potential increase in depreciation
expenses they could expect to see over 30-, 40-, and 50-year time horizons.

Retrieved from page 159-160 National Grid plc Annual Report and Accounts 2020/21
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Top tips for achieving good practice
Governance

Strategy

• Ensure that the distinction between board and
management-level accountabilities is efficiently
distinct and the connection between the two
levels is addressed.

• Provide a summary table for material climate-related
financial risks and opportunities identified by the
business, identifying the expected impacts and time
horizons for these issues.

• Clarify the specific aspects of climate-related risk
and opportunities each governing body has
oversight for, and how this oversight is provided.

• Explain how these risks and opportunities inform
strategic and financial planning processes, noting any
key decisions made as a result of the assessment.

• State the frequency with which each body
reviews climate-related information.

• Share ongoing progress in conducting scenario
analysis, noting initial findings, any data gaps and
plans for future improvement.
• Ensure to provide the assumptions made (i.e., the
quantified input for the scenario) and the monetised
outcome of the scenarios on the result, cash flow and
total balance.
• Accompany scenario analysis output with an explicit
conclusion on the organisation’s strategic resilience to
the possible outcomes assessed.

Risk Management

Metrics and Targets

• Ensure business- and context-specific actions are • Consider how the climate-related metrics disclosed
included alongside the disclosure of material
are connected to the material climate-related risks and
climate-related risks, to evidence the mitigations.
opportunities the organisation has identified.
• Explain how the relative significance of climaterelated risks is assessed, relative to wider
business risks, and how risk management actions
are prioritised.
• Clarify the connection and integration between
climate risk assessment processes, and wider risk
management, including cross referencing
between relevant report sections, if necessary.

• Ensure GHG emissions reporting is aligned to the
Greenhouse Gas Protocol standard (see Chapter 5,
Further Resources).
• Explain how climate-related targets are being included
within capital allocation planning, and how targets
over different time horizons are connected.

Apply CDSB’s Guiding Principles, which were introduced in the CDSB Framework and align
heavily with the TCFD’s Principles for Effective Disclosure, to ensure that climate- and
environmental-related information in the mainstream report is decision-useful, accurate,
and complete.
1. Relevant and material – environmental
information shall be prepared applying the
principles of relevance and materiality.

that is consistent so as to enable a level of
comparability between similar organisations,
reporting periods and sectors.

2. Faithfully represented – to ensure that
information is complete, neutral and free
from error in order to be useful.

5. Clear and understandable – to aid
understanding by ensuring that disclosures
are easy to navigate, read and research.

3. Connected with other information – to
explain the links between the organisation’s
governance, strategy, risk management
and environmental performance.

6. Verifiable – to ensure information that
forms the basis for disclosures is verifiable.

4. Consistent and comparable – to elicit
information of value to investors in a way

7. Forward looking – to ensure that historic
information in the mainstream report is
complemented with narrative on the future
impact of environmental information.

4. The journey to
good practice:
practical
experiences in
implementation
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The journey to good practice

State of TCFD Reporting

What did you learn from conducting
scenario analysis?

The examples shared in Chapter 3 illustrate
“what good practice looks like” for disclosing
in line with the TCFD recommendations.
However, achieving good reporting practice
may require organisations to overcome a
number of practical challenges in
implementing the recommended disclosures.
Sharing experiences in overcoming these
barriers can provide other companies with
insights to help them in applying the
recommendations within their own
organisational context. Here, we share the
perspectives of five organisations who have
been working to overcome these challenges
and enhance their climate-related financial
disclosures.18

“Whilst the climate scenario analysis
suggested that there could be some increased
costs which would need to be managed, we
would not have to make material changes to
our circular business model.

DS Smith
What was your approach to implementing
the TCFD, and scenario analysis in
particular?
“Our Now and Next sustainability strategy
guides our approach to leading the way in
sustainability, focusing on closing the loop
through better design, protecting natural
resources by making the most of every fibre,
reducing waste and pollution through circular
solutions and equipping people to lead the
transition to a circular economy. Implementing
the TCFD recommendations involved building
on our plans to deliver Now and Next, which
includes ambitious commitments on climate
change issues, such as reaching Net-Zero by
2050 and responding to other impacts, such
as water stress.
We applied several climate scenarios to our
most material climate-related risks and
opportunities. We combined primary data
(for example, energy and water consumption,
production, current and projected carbon
emissions) with secondary data provided in
the IEA 1.5°C Pulp & Paper, IEA 2°C
Sustainable Development Scenario and the
IIPC 6°C climate scenarios to estimate the
financial implications of our climate-related
risks and opportunities, within the context of
each scenario.”

As the IEA Pulp & Paper 1.5°C scenario
describes, increased demand for recycled
cardboard would necessitate greater
recycling, shifting societies further to a
system in which materials are kept in use for
longer. This reinforces opportunities to design
products for a lower-impact circular business
model, increase resource efficiency and
adopt renewable energy sources.
Powering a circular business model is energyintensive and therefore investments in
adopting circular energy in our Paper Mills
and Packaging Plants, for example anaerobic
digestion, waste heat recovery and selfgeneration of renewable electricity, is crucial
to reduce the life cycle carbon footprint of
our packaging solutions.
We recently announced a science-based
target for 2030, which will require at least a
40% reduction in carbon emissions per tonne
of production compared to 2019 and a
commitment to reach Net-Zero emissions by
2050. In the long term, delivering progress in
emission reduction will reduce our spend on
carbon taxes and help our customers to
reduce their Scope 3 value chain emissions.”
What were the barriers, and what did you
learn from these?
“We used a combination of quantitative and
qualitative methods in our analysis, giving
preference to quantitative information where
good quality, decision-useful data is available
from reputable sources. This was a substantial
piece of work and there were several barriers
to overcome, which revealed three key
learnings:
1. Scenarios are a steep learning curve, so
begin early and set aside time.
Climate scenario analysis is a technical
undertaking which should not be
underestimated. In the first instance, selecting

18 Disclaimer: for the interviews and case studies provided, the comments and guidance shared by companies are their own.
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relevant scenarios from the myriad of
possible options requires time to determine
which scenario is useful. When beginning, set
aside time for familiarisation with the options
available.
2. Scenarios rely on data which might not be
available, so prepare to be creative.
The recommendations encourage
quantification of potential financial impacts,
which introduces an avalanche of
assumptions and complexity. Although the
scenarios provide quantification of some
variables, applying this to future emissions
and costs can be challenging. When
constructing a scenario, be open to drawing
on other reputable data, being sure to
document assumptions and sources. The
intention should not be to calculate a perfect
figure, but rather to model a climate scenario
that can be used to inform strategic-thinking.
3. Scenarios are stories that require
imagination, so encourage open-mindedness.
Climate scenarios describe hypothetical
outcomes of plausible future state under a
given set of assumptions and constraints.
When describing the results of your climate
scenario, be sure that the audience
understands that, by definition, the scenario
is a construct and should not be taken too
literally. As multidisciplinary stakeholders
need to be involved, it can take time to get
everybody on the same page.”
You can find DS Smith’s TCFD disclosure as
part of their 2021 Annual Report, here.

Fujitsu
How did you approach implementing TCFD
within your organisation?
“The sharing of TCFD information and holding
dialogue meetings with outside experts
deepened the understanding of TCFD within
the company. In addition, at the Sustainability
Management Committee, which is chaired by
the CEO, we reported on the trends in TCFD
to deepen the understanding of
management.
Regarding governance, the integrated risk
management system and the environmentrelated governance system, including climate

The journey to good practice

change, were organized and their roles were
also identified.
Based on the analysis of risks and
opportunities in line with the TCFD
framework, the necessary medium- and
long-term policies were formulated and a
progress management system was
established.
As information disclosure is required in the
mainstream financial report, we are working
with our publishing division to find the best
publication media for this currently.”
What challenges did you face, and how were
these overcome?
“In order to deepen internal understanding of
TCFD information, efforts were made to
utilise outside experts and to provide
information on ongoing trends. It was difficult
to collect quantitative data on climate risk. In
order to overcome this challenge, we
conducted hearings with relevant
departments regarding past obstacles related
to climate change and risks that could arise in
the future.”
What advice would you give to other
companies who are seeking to work towards
good practice on TCFD?
“First, identify medium- and long-term risks
and opportunities in line with the framework
of the TCFD recommendations. After that,
establish a system to implement the plan by
setting the necessary medium- and long-term
objectives, based on the understanding of
management.
As a cautionary note in setting targets, it is
important to set targets by working
backwards from overall societal expectations
and your company’s purpose over the
medium- to long-term, rather than by
forecasting what you consider to be feasible
numerical targets through the accumulation
of individual measures. Regarding information
disclosure, it is effective to identify risks and
opportunities in line with the TCFD
framework, and analyse financial impact,
through collecting information on past
damage cases and cost of risk response
measures.”
You can find Fujitsu’s TCFD disclosureas part
of their 2020 Integrated Report, here.
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Hitachi
How did you approach implementing TCFD
within your organisation?
“Before the release of the TCFD
recommendations, we had already started to
consider climate-related risks and
opportunities to respond to the CDP
questionnaires, and had set a target to
identify and review risks and opportunities in
our Environmental Action Plan.
After the release of the TCFD
recommendations, we endorsed them in June
2018 and have been actively advancing our
efforts to clarify and disclose our climaterelated information based on the
recommendations.
Our environmental management division at
the headquarters of Hitachi, Ltd. held
discussions firstly with Environment Strategy
Officers in each business unit (BU) or Group
company and later with the head of each BU
or Group company. They then summarized
each business’s climate-related risks and
opportunities.
Important items related to environmental
initiatives, including the climate-related risks
and opportunities, have been deliberated by
the Executive Sustainability Committee,
chaired by the executive chairman and CEO
of Hitachi, Ltd., and attended by top Hitachi
executives. In addition, detailed action items
and targets are set out in our Environmental
Action Plan to promote the environmental
initiatives, and the progress is discussed and
managed in the Eco-Management meetings.”
What challenges did you face and how did
you overcome them?
“When we first tried to disclose climaterelated information based on the TCFD, we
were not sure what to do, or how to do it, as
there was still insufficient consensus among
investors who would utilise the information.
However, we were able to clarify the
requirements for disclosure through dialogue
with investors after our disclosure, and
through discussions with investors and other
companies at the TCFD Study Group by the
Japanese Ministry of Economy, Trade and
Industry and the TCFD Consortium
established later in Japan.
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On our first try, we disclosed climate-related
risks and opportunities for the entire Hitachi
Group. However, despite the fact that we had
multiple businesses with different
characteristics as a conglomerate, we had not
been able to explain the risks and
opportunities of each business.
Therefore, from the next year (fiscal 2019), we
selected businesses that have a relatively high
likelihood of being affected by climate
change. We then examined and disclosed the
business impact, including risks and
opportunities.”
What advice would you give to other
companies who are seeking to work towards
good practice on TCFD?
“We believe that the TCFD recommendations
are a useful framework in which important
issues related to climate change can be
identified, measures to deal with them
considered, linked to specific activities, and
these efforts can be systematically expressed.
To promote disclosure in accordance with the
TCFD recommendations, it is important to
first make climate-related issues recognised
by top management as management issues.
In addition, it’s key to consider that climaterelated risks and opportunities can be
medium- to long-term. It’s also critical to have
sufficient discussions not only with
environment-related divisions but also with
business divisions internally. As suggested in
the recommendations, it is also useful to
analyse and examine issues using multiple
scenarios, in order to assume a wide range of
management strategies.
By taking these steps, we believe you will be
able to clarify your direction from the
perspective of decarbonisation, and you will
be able to better understand the issues you
need to consider for information disclosure.”
You can find Hitachi’s TCFD disclosure as
part of their 2021 Integrated Report, here.

42

TCFD Good Practice Handbook

Legal & General
How did you approach implementing TCFD
within your organisation?
“As an investor, we understand the importance
of good quality climate disclosures. We have,
through our investment management
business, been a strong supporter of the TCFD
recommendations for a number of years. Our
2020 report was our third Group-wide TCFD
disclosure and we have made step changes to
the report each year.
Initially, we identified what activities we were
already undertaking and the metrics we
already used. We then used the TCFD
recommendations to identify the areas that
we wanted to improve and enhance.
In early 2020 we added ‘addressing climate
change’ as one of our six strategic growth
drivers and our Group Environment
Committee (GEC) has evolved alongside the
development of TCFD reporting and climate
risk management. The GEC approves external
commitments, which we are in the process of
validating through science-based targets,
having signed up to the SBTi earlier in 2021.
This top down approach is complemented by
the development of our bespoke ‘Destination’
scenario modelling capability. The Group
Finance team now produces the TCFD
Report, drawing on expertise from across the
Group, including our Divisions (retirement,
investment management, capital investment
and insurance), Risk, Capital and Group Real
Estate functions.”
What challenges did you face, and how were
these overcome?
• “The rapidly changing climate reporting
landscape and the lack of consistency in
reporting. We continue to develop our
thinking by following the TCFD’s
recommendations whilst making them
relevant to us and focussing on the material
risks and opportunities in relation to climate
change. Our predominant focus is on our
assets’ transition risk as we consider this to
have the greatest potential impact on our
business.
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• The complexity of scenario analysis and data
availability. We have a specialist team who
have developed a bespoke model,
Destination, which is dynamic, flexible and
can be used to analyse scenarios which show
how the global energy system is likely to
evolve over the next 30 years and what the
implications are for investors. We have built a
dataset using over 100 different public and
proprietary sources and over two million
variables and assumptions.”
What advice would you give to other
companies who are seeking to work towards
good practice on TCFD?
1.

“Ownership from senior leadership is
essential to make change happen, but so
is engagement across different areas of
the business. Set-up clear governance
structures as well as informal working
groups to facilitate knowledge sharing.

2.

Start collecting appropriate data to
understand your starting position,
support target setting and monitor
progress.

3.

Make the TCFD recommendations
relevant by focusing on what is material
for your business and your stakeholders.
Establish a clear strategy which your
stakeholders can understand; in our case
we have three strategic pillars: invest,
influence and operate.

4. Embrace the unknowns, be honest about
where you are on the TCFD journey and
get started. We have more to do but we
intend to play a leading role in the
transition to a low-carbon economy.”
You can find Legal & General’s TCFD
disclosure as part of their 2020 TCFD
Report, here.
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Lendlease
How did you go about getting started with
scenario analysis?
“Early on we decided that creating tailored
scenarios for our business would have a far
greater impact than using off-the-shelf
scenarios. For us, it’s not necessarily the
physical impacts of climate change that will
impact us as a business, but it’s really
society’s response to those physical impacts.
We spent a lot of time looking at the off-theshelf scenarios, such as the World Energy
Outlook and IEA, and then using those to
formulate some very specific scenarios for us.
For each scenario, we looked at what risks
and opportunities might eventuate, and how
sensitive as a company we would be to those
risks and opportunities.
We developed short videos for each scenario
as a way of engaging with senior leaders in
the business, before we brought them
together for a workshop. It became a great
way of engaging people on an emotive level,
as well as with the strategic and business lens.
We created an environment where it was
acknowledged that we didn’t expect the rest
of our business leaders to become climate
scientists overnight, but building scenarios
that enabled them to see the connection to
their day-to-day within the organisational
context. This enabled them to feel confident
in bringing their business expertise to the
table, from their regions, markets, suppliers
etc. to enable us to make much more
informed decisions about what is a risk and
what is an opportunity for us. It's about
bringing it back to a business mindset, and
consider if this was the scenario to play out,
how would you make sure that your business
was agile and best equipped to manage
through that?”

The journey to good practice

What challenges did you face, and how were
these overcome?
“We were quite fortunate that our board was
the main driver in committing to TCFD, which
meant it was very much a top-down
supported implementation. One of the
barriers we had to overcome was that, when
you’re looking across multiple scenarios, it is
very complex. That’s really where the
approach we took to the scenarios, using the
videos and narrative to step people through
the impacts, enabled the complexity to be
broken down into digestible steps.
Also, there’s an acceptance from the TCFD
that this can take 3-5 years. For us, we looked
across the multitude of things we needed to
cover within TCFD, and we didn’t feel that we
could get risk management aligned with
understanding climate risk until we had
helped to first get the business to understand
how those risks could be evaluated. We made
the decision early on not to rush out and just
do it for the sake of disclosure, but that we
wanted climate risk to become part of our
business processes and business rhythm.”
What advice would you give to other
companies who are currently considering
their approach to scenario analysis?
“If you’re going to go to the trouble of
committing to TCFD, ensure you look for the
aligned purpose and how you can get
something valuable out of it as a business.
Don’t just do it for reporting’s sake; it’s
important to really look at how you can use
the process to understand those impacts of
climate to the resilience of your business. It
doesn’t have to be complex and hard, there
are lots of great case study examples that can
help you come along on that journey, so you
don’t necessarily have to reinvent the wheel.
Ensure you talk to companies who are already
doing it, and also to your key investors; when
we were creating our scenarios, we tested
them with our investors and the feedback
was really valuable.”
You can find Lendlease’s TCFD disclosure as
part of their 2020 Annual Report, here.

5. Further
Resources
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Further Resources

Governance
WEF and PwC, How to Set Up Effective Climate Governance on Corporate Boards: A set of
principles and questions designed to help practically assess and further guide the development of
effective climate governance.
WBCSD, Modernizing Governance: ESG challenges and recommendations for corporate
directors: Identifies key challenges to corporate governance and offers means for modernising
governance in face of growing sustainability risks, based on research with board members from
over 40 companies.

Strategy
WBCSD, TCFD Preparer Forums: Sector-specific guides offering experiences and best practices
to help companies developing their understanding, management and reporting on climate-related
risks and opportunities.
Chapter Zero, Principles and frameworks for climate change strategy and action: Drawing on case
studies, this guidance focuses on three key areas: prioritising climate change at board and
management levels; defining the strategy; and ensuring action.
Network for Greening the Financial System, Scenarios Portal: Provides an introduction to scenario
analysis and climate scenarios, including the Network for Greening the Financial System’s six
scenarios for different transition and warming futures, and offers guidance on conducting
scenario analysis and provides data sources for companies.

Risk management
COSO and WBCSD, Applying enterprise risk management to environmental, social and
governance-related risks: Assists companies in applying COSO’s internationally significant
enterprise risk framework to sustainability-related risks, setting out in-depth and practical steps
and methods for companies from governance, through assessment and prioritisation, to
disclosure.
J.A. Bingler and C.C. Senni, Taming the Green Swan: How to improve climate-related financial risks
assessments: Research analysing 16 climate transition risk tools available on the market in terms of
quality, comparability and decision-relevance. The findings provide guidance to companies in
selecting and applying tools to assist with climate risk assessment.

Metrics and targets
WBCSD and WRI, The Greenhouse Gas Protocol: A Corporate Accounting and Reporting
Standard: Provides companies with principles and detailed processes to assist in measuring and
reporting on Scope 1, 2 and 3 GHG emissions.
Science Based Targets Initiative, SBTi Corporate Manual: Provides guidance to companies on how
to set, validate and report on science-based targets for GHG emissions and sectoral
decarbonisation towards the ambitions of the Paris Agreement.
A4S, Net Zero: A Practical Guide for Finance Teams: Aimed at finance teams within companies, but
offering lessons applicable across other business functions, this guide explains the meaning of net-zero
and its importance, before setting out how companies can practically pursue these ambitions.

Other
CDSB, Accounting for climate: Integrating climate-related matters in financial reporting: Identifies
and proposes how companies can integrate material information on climate-related financial risks
into their financial statements under existing IFRS requirements and standards which already
support the provision of climate-related financial disclosure.
Financial Reporting Council, FRC Climate Thematic: Reporting – How are companies developing
their reporting on climate-related challenges?: Assesses the quality and usefulness of narrative
and financial reporting on climate-related risks and opportunities in the UK, and provides various
learnings, including useful examples of good practice and common areas of unhelpful or
erroneous reporting.
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Corporate disclosure index
The table below provides a summary of which companies’ disclosures were referenced across the
TCFD Good Practice Handbook, where they’re headquartered, their industry, and where their
disclosure is located.
Company

Country

Industry

Disclosure

ABN AMRO

Netherlands

Banks

ABN AMRO Annual Report 2020

AstraZeneca

UK

Pharmaceutical

AstraZeneca Annual Report and Form
20-F Information 2020

Ayala Corporation

Philippines

Diversified Financials

Ayala 2020 Integrated Report

AXA

France

Insurance

AXA 2020 Annual Report

Banco Davivienda

Colombia

Banks

Banco Davivienda 2020 Annual
Report

BP

UK

Oil and Gas

BP Annual Report and Form 20-F
2020

Citi Group

USA

Banks

Citi Group 2020 Annual Report / 10K
Filing

CLP Holdings

Hong Kong

Electric and Gas Utilities

CLP Holdings 2020 Annual Report

DS Smith

UK

Paper, Packaging and
Forest Products

DS Smith Annual Report 2021

Enel

Italy

Electric and Gas Utilities

Enel Integrated Annual Report 2020

FirstRand

South Africa

Banks

FirstRand Annual Integrated Report
2020

Fresnillo

Mexico / UK

Metals and Mining

Fresnillo 2020 Annual Report

Fujitsu

Japan

IT and Communications
Services

Fujitsu Integrated Report 2020

Hitachi

Japan

IT and Communications
Services

Hitachi Integrated Report 2021

Legal & General

UK

Insurance

Legal & General Group TCFD Report
2020

Lendlease

Australia

Real Estate Management &
Development

Lendlease Group 2020 Annual Report

Mercury

New Zealand

Energy

Mercury 2021 Annual Report

National Grid

UK

Multi-Utilities

National Grid plc Annual Report and
Accounts 2020/21

QBE

Australia

Insurance

QBE 2020 Annual Report

Swiss RE

Switzerland

Insurance

Swiss Re Financial Report 2020

Tech Mahindra

India

Software & Services

Tech Mahindra Integrated Annual
Report 2020-21

UBS Group

Switzerland

Banks

UBS Group AG Annual Report 2020
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Switzerland Federal Council, “Federal Council sets parameters for binding climate reporting for
large Swiss companies”
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The UK Department for Business, Energy & Industrial Strategy, Mandatory climate-related financial
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https://ec.europa.eu/info/publications/210308-efrag-reports_en
International Financial Reporting Standards Foundation, Consultation paper and comment letters:
Sustainability Reporting
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