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This report

This report has been prepared by the Financial Reporting Lab (Lab) 
team and highlights examples of current practice that were 
identified by the Lab based on past discussions with investors and 
which address one or some of the questions highlighted in 
Appendix 1 and aspects of the issues highlighted in the FRC Climate 
Thematic. Not all of the examples are relevant for all companies and 
all circumstances, but each provides an example of a company that 
demonstrates an approach to useful disclosures. Highlighting 
aspects of reporting by a particular entity should not be considered 
an evaluation of that entity’s annual report as a whole. The examples 
used are selected to illustrate the principles that investors have 
highlighted as useful and desirable. However, they are not 
necessarily examples chosen by investors, and should not be taken 
as confirmation of acceptance of the company’s TCFD disclosures or 
of their reporting more generally. If you have any feedback, or 
would like to get in touch with the Lab, please email us at: 
financialreportinglab@frc.org.uk

mailto:financialreportinglab@frc.org.uk
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Introduction

Climate change and how companies are responding to the risks that it poses are at 
the forefront of the minds of investors, regulators and other users of corporate 
reporting.  In response, companies are increasingly adopting the recommendations 
of the Task Force on Climate-related Financial Disclosures (“TCFD”), as reflected in 
the Lab’s TCFD snapshot and the TCFD 2021 status report. Although some are 
currently doing so on a voluntary basis, UK premium-listed companies will be 
required to report under the TCFD framework at the end of 2021, with other 
companies to follow over the next few years.   

In advance of these requirements, the Lab has carried out a review of current 
reporting practice to provide practical guidance to companies on how to provide 
better TCFD disclosures. The review is based on the recommendations set out in the 
Lab’s previous reports on climate-related reporting. It also considers how reporting 
has developed in response to the FRC’s Climate Thematic. This report aims to help 
companies prepare for mandatory TCFD reporting and includes reminders of where 
improvements are needed. 

The Task Force on Climate-related Financial Disclosures

The TCFD, established in December 2015 by the Financial Stability Board, was tasked 
with reviewing how the financial sector could take account of climate-related issues. 
In 2017, the TCFD published a report which set out four core elements of 
recommended climate-related financial disclosures that apply to organisations across 
sectors and jurisdictions:

• Governance: the organisation’s governance around climate-related risks and 
opportunities.

• Strategy: the actual and potential impacts of climate-related risks and 
opportunities on the organisation’s businesses, strategy, and financial planning.

• Risk Management: the processes used by the organisation to identify, assess, and 
manage climate-related risks.

• Metrics and Targets: the metrics and targets used to assess and manage relevant 
climate-related risks and opportunities.

The four core areas, or pillars, and eleven recommended disclosures are shown in 
Figure 1.

Regulatory requirements

The Financial Conduct Authority (FCA) issued a rule, effective for periods beginning on 
or after 1 January 2021, for UK premium-listed companies to report against TCFD on a 
‘comply or explain’ basis. The FCA expects in-scope companies to be able to make 
disclosures consistent with the TCFD’s eleven recommended disclosures, except where 
they face transitional challenges in obtaining relevant data or embedding relevant 
modelling or analytical capabilities. Therefore, compliance (and reporting) is expected 
on governance, risk management and description of risks and opportunities and their 
impact on strategy. In some cases, meaningful explanations on how a company is 
preparing for scenario analysis and metrics & targets may be acceptable instead of 
disclosure. Where a company has chosen to explain rather than comply, it should set 
out any plans it has to be able to make the disclosures in the future and a timeframe 
for doing so.

The government also published a roadmap setting out when mandatory TCFD 
reporting requirements will be applied to other companies. This roadmap, and further 
information on the FCA requirements and forthcoming regulation, can be found in 
Appendix 2).
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Figure 1: TCFD four pillars and eleven recommended disclosures

https://www.frc.org.uk/document-library/financial-reporting-lab/2021/frc-lab-tcfd-snapshot-2021
https://assets.bbhub.io/company/sites/60/2021/07/2021-TCFD-Status_Report.pdf
https://www.frc.org.uk/frc-for-you/climate-thematic-review-2020
https://www.fsb-tcfd.org/
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
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What companies should consider

The Lab has released two previous reports on climate-related reporting setting out 
the information that investors were calling for. The first report, from 2019, looked at 
what investors wanted from climate-related reporting, which was centred around the 
TCFD framework. The second report, published in 2020 as part of the FRC’s Climate 
Thematic, provided a snapshot of investor expectations and examples of better 
reporting practice. The Lab also contributed investor insights to the thematic report
reviewing developing company reporting practice.

These publications set out questions for companies to consider addressing in 
response to each TCFD pillar and the related eleven recommended disclosures. These 
questions remain relevant in view of the developing nature of reporting practice and 
to meet investor needs. On the right, we highlight the key questions; the more 
detailed questions that support these can be found in Appendix 1.

Answering these questions will help companies prepare disclosures that are 
consistent with the TCFD framework. This report provides some examples of better 
reporting practice where companies have addressed these questions and the issues  
highlighted on the next page.

In addition, when preparing TCFD disclosures, companies should consider existing 
related requirements, in particular those set out in the Guidance on the Strategic 
Report, the Corporate Governance Code and the Streamlined Energy and Carbon 
Reporting (SECR) rules. The FRC recently published a thematic review of company 
reporting against the SECR regulations. This review found that whilst the companies 
in the sample largely complied with the minimum requirements and there were some 
areas of emerging better practice, more needs to be done to make these disclosures 
understandable and relevant for users. This review also includes examples of better 
practice on presentation of metrics, which can be applicable to TCFD disclosures.

Furthermore, companies need to consider the impact of climate risk on the financial 
statements. The International Accounting Standards Board (IASB) published a helpful  
briefing note on the application of IFRS requirements to climate-related matters.   
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• What arrangements does the board have in place for assessing and considering 
climate-related issues? 

• What information helps the board understand the company’s climate risk 
profile?

• Does the board consider the company’s climate-related reporting to be fair, 
balanced and understandable? 

• What arrangements does the Executive Committee, and divisional management, 
have in place for assessing and considering climate-related issues, and who has 
responsibility for them?

• What opportunities and risks concerning climate-related issues are most relevant 
to the company’s business model and strategy? 

• What does the company look like in the future and how will it continue to 
generate value? 

• What strategy has been put in place to reach Net Zero or other targets, and 
what operational or capital expenditures are needed to address any necessary 
business model changes? 

• How are the risks and opportunities reflected in the financial statements?

Business model and strategy

Risk management

• What systems and processes are in place for identifying, assessing and 
managing climate-related risks? 

• How are the risks from climate change being monitored, including decisions 
around mitigation, transfer, acceptance and control? 

• How is the assessment of the company’s viability over the longer term taking 
into account climate-related issues? 

• When undertaking scenario analysis, how did the company decide on which 
scenarios to use, and what assumptions have been made? 

Metrics and targets

• What performance information is most relevant to monitoring and managing the 
impacts of climate-related issues (both on the company and of the company)? 

Governance and management 

https://www.frc.org.uk/getattachment/22ee8a43-e8ca-47be-944b-c394ecb3c5dd/Climate-Change-v9.pdf
https://www.frc.org.uk/getattachment/7e5a9c59-c67d-4dd4-8663-8601332c9dd9/Investors-FINAL.pdf
https://www.frc.org.uk/getattachment/6d8c6574-e07f-41a9-b5bb-d3fea57a3ab9/Reporting-FINAL.pdf
https://www.frc.org.uk/getattachment/fb05dd7b-c76c-424e-9daf-4293c9fa2d6a/Guidance-on-the-Strategic-Report-31-7-18.pdf
https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf
https://www.frc.org.uk/getattachment/4d7be3a3-5b3a-4ada-8af0-913e83db6335/FRC-SECR-Thematic-Report-2021.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
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Revisiting what investors told us

In the FRC’s 2020 climate thematic, investors reiterated 
that they continue to seek a better understanding of: 
• how boards consider and assess climate-related 

issues (governance); 
• how the business model may be affected by 

climate-related issues, whether it remains 
sustainable, and how the company may respond to 
the challenge posed by climate change, including 
what changes the company might need to make to 
strategy (strategy); 

• the risks and opportunities presented by climate 
change including the prioritisation, likelihood and 
impact, what scenarios might affect the company’s 
sustainability and viability, and how the company is 
responding (strategy and risk management); and 

• how climate-related issues, and their impact, are 
measured, including metrics, data and financially-
relevant information (metrics and targets).

A year on from the thematic, these considerations 
remain relevant and are all addressed by the four pillars 
of TCFD and its recommendations. 

The thematic highlighted the following issues (on the 
right-hand side) where more needs to be done by 
companies. Based on the Lab’s review of reporting 
published in 2021 and discussions with investors, again 
these remain relevant as areas of improvement for 
companies to focus on. On pages 7 to 18 we highlight 
examples that address in part the issues raised.
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Area Issues identified in the Climate Thematic Better practice 
examples

There is a lack of sufficient detail and specificity on the impact of 
climate on business model and strategy which would be useful to 
investors.

Unilever, National 
Grid

Disclosures of risks and opportunities arising from climate change 
impacts on the business model are of mixed quality, with a lack of 
substance on how strategy will be adapted, or much more emphasis 
on opportunities than on risks. More information on prioritisation, 
likelihood and impact, and the timeframes over which risks and 
opportunities might crystallise is needed.

Unilever, National 
Grid, Polymetal

Reporting on scenarios remains a key area of investor interest, and an 
area of weaker disclosure. Some companies disclose climate change 
scenarios that may affect viability, but detail is scarce.

Polymetal, 
Landsec, United 
Utilities

Pledges and indicators related to Net Zero are often ill-defined and 
difficult to understand and compare, and have the potential to be 
misleading. ‘Aims’ and ‘ambitions’ should be clearly distinguished from 
policies which are actively being pursued and are included in business 
plans and budgets.

National Grid, 
Landsec

There is a lack of explanation of performance against set targets and a 
disproportionate focus on ‘good news stories’ related to a small part 
of the business. Outcomes for the business as a whole should be 
reported.

Landsec

Scope and basis of calculation of metrics is often unclear. ABF

This report also includes interesting examples of reporting on climate governance (National 
Grid and ITV) and plans for TCFD disclosures (Persimmon and Coca-Cola HBC).
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Spotlight on scenarios
As discussed on page 5, scenarios remain an area of 
key investor interest, but related disclosures are 
generally still developing. This was also emphasised 
in the Lab’s latest report on risks, uncertainties, 
opportunities and scenarios, which further 
highlighted that information provided on scenario 
analysis is often at a high-level and, in many 
instances, inconsistent with other information 
provided in the annual report. To be more useful,  
companies should:

• give comfort that a range of scenarios and 
outcomes are considered by providing information 
on process, inputs, assumptions, actions and 
responses;

• link clearly the scenario to the disclosures on the 
related principal risk(s);

• explain unique circumstances specific to the 
company and not provide generic narrative; 

• report on plausible actions, not ones unlikely to be 
taken; and

• be clear on details and outcomes of stress tests 
and not just state that they occurred.

An FRC and Alliance Manchester Business School 
research report on climate scenario analysis also 
highlighted that disclosures of climate risk mitigation 
plans are not often related to discussions around 
climate scenarios, and that the latter are rarely explicit 
in considering the impacts of climate change on the 
company’s customers or suppliers. Companies should 
consider how to better address these aspects in their 
disclosures of scenarios. We also noted a few 
examples which refer to climate scenarios in their 
viability statement – companies should consider 
reflecting results of scenario analysis in their viability 
assessment.
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Beyond TCFD disclosures
The Lab’s previous work and the thematic also 
underscored that investors want climate-related 
issues to be reflected in the financial statements. 
Investors also reiterated the need for consistency 
between the front half and back half of annual 
reports. The thematic set out the FRC’s expectations 
for companies to properly consider the impact of 
climate-related risk on the financial statements and 
highlighted potential non-compliance with IFRS 
standards and the lack of consistency between 
forward-looking assumptions and judgements 
applied in preparation of the financial statements 
and narrative discussion of climate change in the 
strategic report. 

Limited consideration and reference of climate 
change in the financial statements was reflected in a 
recent report by Carbon Tracker and Principles for 
Responsible Investment (PRI), which noted the 
absence of climate risks in financial reporting in 
over 70% of the 107 global companies it reviewed. 
Investors are challenging companies to reflect and 
adequately explain information on climate-related 
issues in the financial statements where material, 
and auditors to challenge and test management’s 
assumptions. One example that addresses climate 
in the notes to the financial statements is United 
Utilities.

The thematic also highlighted that disclosures 
outlining the impact of the company on the 
environment are less developed and informative 
than disclosures on the challenge climate change 
poses to the company. 

Other reminders
In the course of reviewing reports, we identified the 
following areas which companies may need to 
consider when preparing their TCFD and other 
climate-related disclosures:

• Due to exemptions, SECR metrics may not 
include all entities within a group. Therefore, 
SECR disclosures may not be the most 
appropriate metrics to meet the TCFD 
requirement unless they are representative of 
the whole group’s emissions. 

• It is not always clear how companies decide 
which climate information to present in their 
annual reports as opposed to a standalone 
sustainability, climate change or TCFD report. 
Companies should consider what disclosures are 
included in the annual report, compared to other 
standalone reports, as they will need to provide 
an explanation why, besides a reference to 
where the disclosures can be found, to meet FCA 
requirements. 

• Reference to disclosures in reports external to 
the annual report, particularly third party reports 
such as responses to CDP questionnaires, should 
be made easily available, ideally through the use 
of hyperlinks within the annual report.

https://www.frc.org.uk/getattachment/c9c271c4-1e74-413a-a767-ca1c1e6909e7/FRCLab-Risk-Report-2021.pdf
https://www.frc.org.uk/document-library/financial-reporting-lab/2021/scenario-analysis-in-corporate-reporting-2021
https://carbontracker.org/reports/flying-blind-the-glaring-absence-of-climate-risks-in-financial-reporting/
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National Grid plc
Annual Report 2020, pg 61-62

What is useful?
National Grid highlights its internal 
governance structure, and how each 
different board committee, including 
the Nominations committee, considers 
climate. This section outlines some of 
the main climate-related issues 
addressed by the board. In addition, 
National Grid discusses management’s 
role and how climate risks and 
opportunities are considered across the 
business.

Examples
The following examples address one or some of the questions highlighted in Appendix 1 and aspects of the issues highlighted on page 5.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.nationalgrid.com/document/142126/download#page=64
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ITV plc
Annual Report 2020 pg 63

What is useful?
ITV provides an overview of its 
Environmental Governance structure, 
including the roles and responsibilities 
of each of the relevant groups and how 
they interact with each other.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.itvplc.com/%7E/media/Files/I/ITV-PLC/documents/reports-and-results/annual-report-2020.pdf#page=65
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Persimmon plc
Annual Report 2020 pg 66

What is useful?
Persimmon outlines the actions it took 
during the year which are reflected in 
its TCFD disclosure and its progress and 
plans for the coming two years to 
enable it to provide full TCFD 
disclosure.

Coca-Cola HBC AG
Integrated Annual Report 2020 
pg 64, 65

What is useful?
In their analysis of physical and 
transitional risks, Coca-Cola HBC 
highlight the additional actions and 
disclosures they will make in the 
following year.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.persimmonhomes.com/corporate/site-essentials/downloads/annual-report-2020?refer=/corporate/site-essentials/downloads/annual-report-2020
https://www.persimmonhomes.com/corporate/site-essentials/downloads/annual-report-2020?refer=/corporate/site-essentials/downloads/annual-report-2020
https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.persimmonhomes.com/corporate/site-essentials/downloads/annual-report-2020?refer=/corporate/site-essentials/downloads/annual-report-2020
https://www.coca-colahellenic.com/content/dam/cch/us/documents/oar2020/2020-Integrated-Annual-Report-18Mar2021.pdf.downloadasset.pdf#page=68
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Unilever plc
Annual Report 2020, pg 52-54

What is useful?
Unilever’s scenario analysis states the drivers for each scenario and quantifies the potential financial 
impact in 2030 on turnover and expenditure, including where this is not considered to be material. 
Furthermore, Unilever provides a deep-dive analysis of the potential financial impact of climate change 
on three of its key agricultural commodities (black tea is shown above). This analysis highlights specific 
risks to its supply chain and mitigating actions to counter the results of modelling for the two scenarios.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.persimmonhomes.com/corporate/site-essentials/downloads/annual-report-2020?refer=/corporate/site-essentials/downloads/annual-report-2020
https://www.unilever.com/Images/annual-report-and-accounts-2020_tcm244-559824_en.pdf#page=55
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National Grid plc
Annual Report 2020, pg 63-64

What is useful?
In its discussion of strategy for 
responding to climate change, National 
Grid states what it considers to be 
short, medium and long term. For each 
risk or opportunity, the relevant time 
frames and the specific areas of the 
business impacted are identified. 
National Grid then explains the actions, 
including investment, and what its 
plans are in response to the risk or 
opportunity. Where relevant, the 
response relates to how National Grid 
will meet its Net Zero commitments.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.nationalgrid.com/document/142126/download#page=66
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Polymetal International plc
Climate Report 2021 pgs 14,15

What is useful?
Polymetal outlines the implications of 
the three scenarios it chose (based on 
Representative Concentration 
Pathways (RCP) and the International 
Energy Agency (IEA)), including 
those specific to the regions it 
operates in. Each scenario is 
assessed against the time horizons it 
considers to be short, medium and 
long-term horizons. These scenarios 
are further considered in relation to 
specific risks (see next page).

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.polymetalinternational.com/upload/iblock/6a0/Polymetal_Climate_Report_2021.pdf#page=15
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Polymetal International plc
Climate Report 2021 pgs 17,19-21

What is useful?
Polymetal assesses the impact of 
transitional, acute physical and 
chronic physical risks against the 
different scenarios across different 
time horizons, and outlines the 
actions Polymetal is taking to adapt 
to these risks. Polymetal also 
quantifies the potential risk impact 
ranges when setting out its risk 
assessment criteria.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.polymetalinternational.com/upload/iblock/6a0/Polymetal_Climate_Report_2021.pdf#page=18
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Land Securities Group PLC
(Landsec)
Annual Report 2020/2021 pg 76

What is useful?
Landsec provides a summary of the 
assumptions and expected 
implications (including portfolio 
exposure) of the two scenarios 
chosen across its defined short and 
long term periods. Further detail is 
provided in Landsec’s sustainability 
performance and data report.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://landsec.com/sites/default/files/2021-06/Landsec_AR2021_Interactive_Final.pdf#page=78
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United Utilities Group plc
Annual Report 2020/2021 pg 90-91

What is useful?
United Utilities provides a graphical 
representation of its assessment of 
those risks sensitive to climate 
change, highlighting those reported 
to the board as principal risks. The 
assessment is based on one scenario 
across all risks and estimates the 
likelihood and financial impact for 
two time periods. 

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://unitedutilities.annualreport2021.com/media/kfbh3hec/30054-united-utilities-ar21-full-report.pdf#page=92
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Land Securities Group PLC (Landsec)
Sustainability Performance and Data Report 2021 pg 3

What is useful?
Landsec highlights its different commitments and targets 
related to climate and assesses whether it has met or is on 
track to meet the target, and the reason for the progress. 
Where a target appeared to be met, Landsec recognised 
that the reduction was driven by lower occupancy due to 
the COVID-19 pandemic and will therefore continue 
tracking progress.

https://landsec.com/sites/default/files/2021-06/Landsec_Sustainability_PerformanceAndDataReport_2021_Final.pdf#page=4
https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
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Associated British Foods plc (ABF)
ESG Appendix 2020 pg 13

What is useful?
ABF provides emissions and energy use information by business segment with a track record of up to five years. ABF 
also provides Scope 3 emissions, and splits its Scope 1 and Scope 2 emissions by location and by market.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://www.abf.co.uk/documents/pdfs/2020/ar2020/abf_2020_esg-appendix.pdf#page=13
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United Utilities Group plc
Annual Report 2020/2021 pg 217

What is useful?
United Utilities addresses climate 
change in its accounting policies in 
the financial statements and explains 
how it is considered in the valuation 
of property, plant and equipment. 
United Utilities highlights where it has 
recognised depreciation acceleration 
and where it did not need to 
recognise write-downs.

https://www.spiraxsarcoengineering.com/sites/spirax-sarco-corp/files/2021-04/2020-annual-report.pdf#page%3D64
https://unitedutilities.annualreport2021.com/media/kfbh3hec/30054-united-utilities-ar21-full-report.pdf#page=219
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Governance and management 

What arrangements does the board have in place for assessing and 
considering climate-related issues? 
• What is the board’s view of the climate change challenge, and what assumptions 

is it making?
• What committees are in place to manage climate-related issues and how does 

the board exercise effective oversight of their activities?
• How often are climate-related issues considered by the board?
• What competence and expertise does the board feel it needs, or needs access 

to, in order to consider and address the challenges climate-related issues pose? 
• Has the board reviewed its public policy approach to climate-related issues for 

consistency? 
What information helps the board understand the company’s climate risk 
profile?
• What insight does the information give the board and how is it being integrated 

into strategic planning?
• What information and metrics do the board monitor in relation to climate-

related issues? How does the board establish, monitor and oversee (including 
modifying) climate-related goals and targets?

• How does the board get comfort over the metrics being used to monitor and 
manage the relevant issues? 

• Is the board preparing for different outcomes where there is uncertainty?
Does the board consider the company’s climate-related reporting to be fair, 
balanced and understandable? 
• How is the company progressing in reporting against the different TCFD 

recommendations and what are the plans for disclosure?
What arrangements does the Executive Committee, and divisional 
management, have in place for assessing and considering climate-related 
issues, and who has responsibility for them?

To help investors understand how the company is taking action in response to the four areas corresponding to the TCFD recommended disclosures, companies should ask 
themselves the following questions:

Business model and strategy

What opportunities and risks concerning climate-related issues are most 
relevant to the company’s business model and strategy?
• Where do the biggest risks and opportunities sit? Which, if any, of these are 

financially material? How was the decision about the materiality of climate-related 
issues made?

• What process has been followed in order to assess the impact of climate-related 
issues?

What does the company look like in the future and how will it continue to 
generate value?
• What strategy does the company have for responding to climate challenges? 

What triggers a change in direction?
• Has the company considered the impact of low-carbon transition as well as 

physical risk?
• What are the possible effects on the company’s revenues (including ‘green’ 

revenues), expenditures, assets, liabilities, products, customers, suppliers, etc. of 
different climate scenarios?

• What are the relevant short, medium and long-term horizons? How do these 
different horizons affect key divisions, markets, products and/or revenue/profit 
drivers?

• How resilient is the business model to climate change? How does the company 
respond to a 1.5 degree, 2 degree or more world?

What strategy has been put in place to reach Net Zero or other targets, and 
what operational or capital expenditures are needed to address any necessary 
business model changes? 
• How are long-term projects structured to ensure flexibility, including options for 

de-emphasising and emphasising if circumstances should dictate?
How are the risks and opportunities reflected in the financial statements, for 
example the effect of assumptions used in impairment testing, depreciation rates, 
decommissioning, restoration and other similar liabilities and financial risk 
disclosures?
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Appendix 1 – Questions for companies (continued)

Risk management

What systems and processes are in place for identifying, assessing and 
managing climate-related risks? 
• How is a consideration of climate-related issues integrated into the risk 

management process and connected to other related risks? To what extent can 
current processes be developed to assist? 

• What oversight does the board have over the climate-related risk management 
process and of identified opportunities and risks?

How are the risks from climate change being monitored, including decisions 
around mitigation, transfer, acceptance and control?  
• How will transitional and physical risks affect the company?
• Over what horizons have the risks been considered and risk assessments carried 

out? 
How is the assessment of the company’s viability over the longer term 
taking into account climate-related issues? 
• Is the company’s business and business model viable? What signals or leading 

indicators might encourage a reconsideration of this assessment and the related 
strategy, or an understanding of whether the risk mitigation activities are being 
achieved? 

When undertaking scenario analysis, how did the company decide on which 
scenarios to use, and what assumptions have been made? 
• How do these relate to the outcomes advocated in the Paris Agreement? 
• Are the scenarios sufficiently diverse and challenging? 
• How did the company translate scenarios to operational/financial models? 
• How is the scenario analysis used in strategic planning?
• What signals or potential changes to climate scenarios are monitored? 
• How have internal or external auditors assessed assumptions and other climate-

related considerations, including in financial statements, and does the board 
consider that assessment to be appropriate?

Metrics and targets

What performance information is most relevant to monitoring and managing the 
impacts of climate-related issues (both on the company and of the company)? 
• How were relevant metrics identified and how do they link to the strategy and 

business model?
• Has the company considered whether issues regarding water, energy, land use and 

waste management may be material, and if so, how these should be measured?
• What is the scope and boundary of the information presented? Is this the same 

across all information presented? 
• Which methodology has been used for constructing the metrics? Is this comparable 

to other companies in the sector? 
• Have estimates been used in compiling measures or targets? Can the calculation of 

these estimates be described? 
• Are the metrics disclosed calculated consistently? Is trend data provided? 
• What external data, or external expertise, has the company relied upon? 
• To what level of oversight or assurance have the metrics been subjected? 
• What do the metrics being monitored and managed indicate about the future 

direction of the company? How is this information used? How are they being 
integrated into day-to-day business management and reporting? 

• Has a strategy been defined, with related metrics to measure progress, setting the 
company on a course to Net Zero carbon by 2050, and for interim stages in between 
now and then? What metrics are monitored in relation to mitigation and adaptation? 
If metrics are not related to Net Zero, what metrics are being used, and what 
timelines have been set? 

• What are the company’s Scope 1, Scope 2 and Scope 3 greenhouse gas emissions? 
Is the GHG Protocol and/or another industry-specific methodology used for this 
calculation?

• Is an internal carbon price used? If so, what is it and for which purposes is it used? 
• What is the company trying to achieve in relation to climate resilience and what 

targets has it set? Have the targets been achieved, and what comes next? 
• How are metrics being integrated into the remuneration policies? Is this the most 

effective linkage possible?
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TCFD requirements for premium-listed companies
In December 2020, the FCA announced an addition to Listing Rule 9.8 (LR 
9.8.6R(8)), which requires that, from periods beginning on or after 1 January 2021, 
commercial companies with a UK premium listing (including sovereign-controlled 
commercial companies) include a statement in their annual financial report setting 
out:

• whether they have made disclosures consistent with the TCFD 
recommendations and recommended disclosures in their annual financial 
report;

• where they have not made disclosures consistent with some or all of the TCFD 
recommendations and/or recommended disclosures, an explanation of why, 
and a description of any steps they are taking or plan to take to be able to 
make consistent disclosures in the future – including relevant timeframes for 
being able to make those disclosures; 

• where they have included some, or all, of their disclosures in a document other 
than their annual financial report, an explanation of why and where those 
disclosures can be found; and

• where in their annual financial report (or other relevant document) the various 
disclosures can be found.

This comply or explain rule applies to both UK incorporated and overseas 
companies with a premium listing on the London Stock Exchange and will need to 
be disclosed in annual reports for years ending on or after 31 December 2021. 

The FCA expects in-scope companies to be able to make climate-related financial 
disclosures consistent with the TCFD recommendations and recommended 
disclosures, except where they face transitional challenges in obtaining relevant 
data or embedding relevant modelling or analytical capabilities. In particular, a 
premium-listed company should be able to make recommended disclosures on:

• governance;

• risk management; and

• (a) and (b) set out under the recommendation on, i.e. an explanation of climate-
related risks and opportunities and their impact on the business, strategy and 
financial planning, to the extent they do not face transitional challenges in 
making such disclosures. 
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Companies should consider whether disclosures under the strategy and metrics and 
targets recommendation meet the materiality threshold. The FCA encourages 
companies, even prior to overcoming any data, modelling or analytical challenges, to 
make all TCFD-aligned disclosures. 

The FCA notes that the rule allows for a statement of compliance which confirms that 
disclosures have been made consistent with some recommended disclosures, while 
providing an explanation for non-disclosure in relation to others.

In preparing their disclosures, companies should consider the guidance published by the 
TCFD:
TCFD Annex (updated) - Implementing the recommendations
TCFD Technical Supplement
Guidance on risk management integration and disclosure
Guidance on scenario analysis for non-financial companies
Guidance on metrics, targets and transition plans

The updates to the FCA Handbook in relation to this requirement can be found here. 
Further detail on disclosures can also be found in the FCA’s Technical Note TN 801.1.

Other developments
The FCA has also consulted on expanding the rule to standard listed issuers of equity 
shares (excluding investment entities and shell companies) and will publish its policy 
statement by the end of 2021. See here for updates. In addition, the Department for 
Business, Energy and Industrial Strategy (BEIS) recently consulted on mandating quoted 
companies, large private companies and LLPs to report against the four TCFD pillars 
from April 2022. This would be a separate but complementary rule to the FCA 
requirements. The outcome of the consultation is expected to be announced later in 
2021. 

The investment community will also be required to provide TCFD disclosures. The 
government has published its response to the Department for Work and Pensions 
(DWP) consultation on pension trustees producing a TCFD report, and the related 
regulations came into effect on 1 October 2021. In addition, the FCA has consulted on 
introducing climate-related disclosures rules and guidance for asset managers, life 
insurers and FCA-regulated pension providers to make entity and product or portfolio-
level as well as client and consumer facing disclosures. The rules are expected to take 
effect in 2022.

https://www.handbook.fca.org.uk/handbook/LR/9/8.html#D128991
https://assets.bbhub.io/company/sites/60/2021/07/2021-TCFD-Implementing_Guidance.pdf
https://assets.bbhub.io/company/sites/60/2021/03/FINAL-TCFD-Technical-Supplement-062917.pdf
https://www.fsb.org/wp-content/uploads/P291020-2.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Guidance-Scenario-Analysis-Guidance.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://www.handbook.fca.org.uk/instrument/2020/FCA_2020_75.pdf
https://www.fca.org.uk/publication/primary-market/tn-801-1.pdf
https://www.fca.org.uk/firms/climate-change-sustainable-finance/reporting-requirements
https://www.gov.uk/government/consultations/mandatory-climate-related-financial-disclosures-by-publicly-quoted-companies-large-private-companies-and-llps
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/995667/government-response-taking-action-on-climate-risk-improving-governance-and-reporting-by-occupational-pension-schemes.pdf
https://www.fca.org.uk/publications/consultation-papers/cp-21-17-climate-related-disclosures-asset-managers-life-insurers-regulated-pensions
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On the left, figure 2 shows the government’s roadmap to mandating 
TCFD disclosures across the UK economy by 2025.

Regulatory change is happening against a fast-evolving backdrop, 
including: 

• rapidly developing investor expectations and sharper focus on 
climate, through a combination of increasing regulation and 
heightened client expectations for robust action – this was reflected 
in the recently published list of successful signatories to the UK 
Stewardship Code in September 2021. The Code sets high 
expectations of stewardship on climate change specifically under 
Principles 4 (market-wide and systemic risks) and 7 (integration of 
environmental, social and governance issues), but many signatories 
also addressed climate-related issues across other Principles of the 
Code;

• the UK hosting the 2021 United Nations Conference of the Parties on 
Climate Change (COP26); 

• the proposed establishment of the International Sustainability 
Standards Board (ISSB) under the governance of the IFRS Foundation 
Trustees (see the FRC FAQs on sustainability standard setting) – the 
TCFD recommended disclosures are expected to be building blocks 
for future sustainability standards, including climate; and

• the government’s publication of the Greening Finance: A Roadmap 
to Sustainable Investing paper and the development of the 
Sustainability Disclosure Requirements (SDR) regime which is 
expected to include ISSB standards.
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Figure 2: Timeline of planned or potential regulatory actions or legislative measures 
Source: A Roadmap towards mandatory climate-related disclosures
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https://www.frc.org.uk/investors/uk-stewardship-code/uk-stewardship-code-signatories
https://www.frc.org.uk/investors/uk-stewardship-code
https://www.frc.org.uk/getattachment/77d8d1ad-f115-4890-b79f-d63f6dfda2ac/FRC-International-Sustainability-Standard-Setting-FAQs_September-2021.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1026224/CCS0821102722-006_Green_Finance_Paper_2021_v5_Bookmarked_48PP.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/933783/FINAL_TCFD_ROADMAP.pdf
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