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Background

Over the past decade, there has been growing pressure on management and Boards 
from stakeholders to pursue a longer-term orientation in decision-making. The COVID-19 
pandemic has laid bare the fact that companies ill-prepared to address significant external 
risks are unlikely to have the resilience and ability to deliver returns to stakeholders over 
the long-term. That, together with the broad guidance provided by the Paris Agreement has 
resulted in a heightened focus on whether companies are effectively overseeing, managing 
and, ultimately, mitigating climate-related risks in their business models. One outcome of 
these developments has been the rise in references to the Task Force on Climate-related 
Financial Disclosures (‘TCFD’), a voluntary reporting framework that has acted as a guide in 
a space where there remains an absence of common international climate-related reporting 
standards. 

Late in 2020, the UK’s Financial Conduct Authority (FCA) announced1 it would become the first economy in the world to make 
the TCFD mandatory, following on from New Zealand’s announcement2 that the TCFD recommendations would apply to the 
financial services sector. Initially, the rules apply to premium listed companies on the London Stock Exchange – of which 
there are 465 excluding investment funds – from 1 January 2021, with an outline timeline that most other companies will 
be reporting against TCFD by 2023. Shortly thereafter, the Financial Reporting Council (FRC), author of the UK Corporate 
Governance Code (the “UK Code”), published its review of climate disclosure at UK companies3, concluding that “corporate 
reporting needs to improve to meet the expectations of investors and other users on the urgent issue of climate change”.
The FCA’s CEO said the introduction of the TCFD recommendations “must be complemented by more detailed climate and 
sustainability reporting standards that promote consistency and comparability.”4 Likewise, the FRC said it supports “the 
introduction of global standards on non-financial reporting”5. However, until that happens, it recommended reporting 
“against the Task Force on Climate-related Financial Disclosures’ recommended disclosures and the Sustainability 
Accounting Standards Board (SASB) metrics for their sector.” While the International Financial Reporting Standards (“IFRS”) 
Foundation’s consultation on sustainable reporting closed at the end of 2020, confirmation and implementation of such 
standards is unlikely over the short-term.

In its most recent Status Report6, released in October 2020, the TCFD announced that verbal commitments to 
its recommendations had grown by 85%, with 60% of the world’s 100 largest companies reporting against the 
recommendations.

In this paper, and in light of the scrutiny on sustainability reporting, climate disclosure and, specifically, the TCFD, we take a 
look at wider market developments before analysing the extent of its adoption in the UK market in the period up to 2021 and 
setting out the key aspects of the TCFD.

1 FCA introduces rule to enhance climate-related disclosures, available at: https://www.fca.org.uk/news/news-stories/fca-introduces-rule-enhance-climate-related-disclosures
2 New Zealand becomes first to implement mandatory TCFD reporting, the CDSB, available at: https://www.cdsb.net/mandatory-reporting/1094/new-zealand-becomes-first- 
 implement-mandatory-tcfd-reporting
3 Time to raise the bar on climate change reporting, The FRC, available at: https://www.frc.org.uk/news/november-2020/climate-pn
4 Speech by Nikhil Rathi, CEO, at Green Horizon Summit: Rising to the Climate Challenge, available at: https://www.fca.org.uk/news/speeches/green-horizon-summit-rising- 
 climate-challenge
5 Time to raise the bar on climate change reporting, The FRC, available at: https://www.frc.org.uk/news/november-2020/climate-pn
6 2020 Status Report: Task Force on Climate-related Financial Disclosures, available at: https://www.fsb.org/2020/10/2020-status-report-task-force-on-climate-related- 
 financial-disclosures/
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Market Pressure: The Investor Viewpoint

Voting on Climate

With the absence of clear regulatory and reporting guidance, TCFD appears to have gradually become the preeminent 
framework for climate-related disclosure at listed companies. Nonetheless, outside of the focus on TCFD as filling the 
vacuum of climate-related disclosure obligations, the pressure on companies from investors has continued to rise. For 
a decade, the level of scrutiny on companies’ approaches to overseeing and managing climate risks and opportunities 
from capital market participants has increased incrementally. COVID-19 has acted as a further catalyst for the rapid rise in 
prominence of ESG factors for investors and public companies. 

In January 2020, Blackrock set the scene by asking all of its investee companies to report against the TCFD and SASB 
frameworks. In 2021, the impact of the annual letter from CEO Larry Fink was arguably reduced, as Blackrock’s statement 
was only one of a host of significant announcements from major investors around the world. The below table sets out some 
of the pronouncements made by major institutions and the heightened focus on climate in general:

It appears there will be growing  pressure on Boards to act through proxy voting, with most of the world’s largest investors 
now incorporating climate-related expectations into their proxy voting guidelines. However, over the past six months, there 
has been a slow but growing movement taking place among companies themselves: voluntarily providing shareholders with 
a vote on climate strategy – a ‘Say on Climate’, led by a number of initiatives.

In further evidence of the gap between the market and regulators on this issue, the following are examples of companies 
from across the globe that will be putting a Say on Climate vote to shareholders in the coming months:

INVESTOR ASSETS UNDER 
MANAGEMENT ANNOUNCEMENTS IN THE FIRST TWO MONTHS OF 2021

Amundi €1.65 trillion Stated its expectation that some of Europe's largest companies will vote against executive pay packages that 
are not explicitly linked to certain ESG goals.

Aviva £334 billion May divest from oil, gas, mining, and utilities companies that do not meet its expectations on tackling 
climate change. 

BlackRock $8.67 trillion Stated its expectation that the companies it invests in that they will need to show how they plan to survive in 
a world aiming for net-zero by 2050.

Investment  
Association N/a Stated it will flag for the first time when companies in high-risk sectors fail to report under the Task Force on 

Climate-related Financial Disclosures.

State Street $3.15 trillion Noted in January that the main priorities for 2021 would be addressing systemic risks associated with 
climate change and the lack of racial diversity.

Vanguard $6.7 trillion Has said that its patience with companies on climate action is “running short” and it expects to “be very 
intentional about voting” on the matter in 2021.
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COMPANY DATE OF VOTE DETAILS

Unilever 5 May 2021 Unilever to seek shareholder approval for climate transition action plan

Moody’s 20 April 2021 Moody’s Announces Commitment to Say on Climate Campaign

Royal Dutch Shell 18 May 2021 Shell accelerates drive for net-zero emissions with customer-first strategy

Canadian National 
Railway 28 April 2021 CN Continues to set Ambitious Goals for Sustainability with Advisory Vote on the Company’s Climate 

Action Plan

Glencore 29 April 2021 Glencore: 2020 Preliminary Results

Rio Tinto April 2022 Rio Tinto: Climate Change Report 2020

VINCI 8 April 2021 VINCI: Shareholders’ General Meeting

Ferrovial 9 April 2021 Ferrovial: Proposed Resolutions

https://www.reuters.com/article/us-climate-change-amundi-agm-idUSKBN2AI1BW
https://www.avivainvestors.com/en-ie/about/company-news/2021/02/aviva-Investors-climate-transition-engagement-programme/
https://www.ft.com/content/a71feaac-d3f4-4e76-a60c-c68924b06dfd
https://www.theia.org/media/press-releases/investors-step-pressure-increase-ethnic-diversity-boards
https://www.esgtoday.com/ssga-outlines-2021-stewardship-priorities-will-focus-engagement-on-climate-and-diversity/
https://www.responsible-investor.com/articles/vanguard-says-its-patience-with-firms-on-climate-change-is-running-short
https://www.unilever.com/news/press-releases/2020/unilever-to-seek-shareholder-approval-for-transition-action-plan.html
https://ir.moodys.com/news-and-financials/press-releases/press-release-details/2020/Moodys-Announces-Commitment-to-Say-on-Climate-Campaign/default.aspx
https://www.shell.com/media/news-and-media-releases/2021/shell-accelerates-drive-for-net-zero-emissions-with-customer-first-strategy.html
https://www.cn.ca/en/news/2021/02/cn-continues-to-set-ambitious-goals-for-sustainability-with-advi/
https://www.cn.ca/en/news/2021/02/cn-continues-to-set-ambitious-goals-for-sustainability-with-advi/
https://www.glencore.com/dam/jcr:39edd425-7a17-4b9d-8f0b-051e11da1083/GLEN-2020-Preliminary-Results.pdf
https://www.riotinto.com/sustainability/climate-change
https://www.vinci.com/vinci.nsf/en/shareholders-annual-shareholders-meeting/pages/index.htm
https://www.ferrovial.com/wp-content/uploads/2021/02/2propuestadeacuerdosjgo2021ing.pdf


There is a balance to be struck for companies when taking on additional votes at general meetings. Those acting first in this 
space are likely to be those with robust strategies and messages already in place. The same companies will simultaneously 
receive the most latitude from a shareholder base and proxy advisors that are unlikely to be fully prepared to evaluate 
and vote against the proposals, although shareholder proposals across the globe may have provided a testing ground of 
sorts. These steps will drive far greater levels of engagement though, much like the imposition of 'Say on Pay' regulations 
did. In the corporate governance and ESG space more so than anywhere, once a cohort of companies are perceived to act 
in a shareholder friendly manner, those same shareholders become emboldened to expect the same level of interaction 
and engagement at other companies. Meanwhile, regulators will be watching intently and may feel similarly energised to 
build on market practice and put forward requirements that a Say on Climate becomes a permanent fixture of the proxy 
voting landscape. Perhaps, in the UK at least, TCFD will point toward best practice in seeking shareholder approval of such 
proposals.

What is the TCFD?
The TCFD was established in 2015 by the Financial Stability Board in order to focus specifically on climate change and capital 
markets. The potential for assets to be mispriced and capital to be misallocated was one of the driving reasons for the 
establishment of the TCFD, with the Taskforce seeking to enhance the quality of information provided, allowing all market 
participants to evaluate and manage risks and opportunities. Following two years of review and an 18-month consultation, in 
June 2017, the TCFD published a final report setting out its recommendations under four pillars:

 (i) Governance 
 (ii) Strategy 
 (iii) Risk Management 
 (iv) Metrics and Targets7
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National Grid 26 July 2021 National Grid: Climate transition action plan shareholder vote

Santos TBC 2022 Santos adopts shareholder advisory vote on Climate Change Report

Nestlé 15 April 2022 Nestlé publishes 2020 Annual Report, spotlights sustainability at the Annual General Meeting

S&P Global N/D as of 24/03/21 S&P Global announces support for Say on Climate initiative

Total 28 May 2021 Total: Annual shareholders’ meeting

Woodside  
Petroleum TBC 2022 Woodside Petroleum: Climate reporting and non-binding shareholder vote

Calida Group 15 April 2021 Calida Group: Results Statement

Source: https://www.sayonclimate.org/supporters/

8

7 The TCFD framework and recommendations are available in full at: https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf 
8  TCFD Framework, available at: https://www.fsb-tcfd.org/about/

https://otp.tools.investis.com/clients/uk/national_grid2/rns/regulatory-story.aspx?cid=374&newsid=1460870
https://www.asx.com.au/asxpdf/20210316/pdf/44tpwvybt9g4g6.pdf
https://www.nestle.com/media/pressreleases/allpressreleases/nestle-annual-report-2020
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/s-p-global-announces-support-for-say-on-climate-initiative-63196387
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/s-p-global-announces-support-for-say-on-climate-initiative-63196387
https://files.woodside/docs/default-source/asx-announcements/2021-asx/climate-reporting-and-non-binding-shareholder-vote.pdf?sfvrsn=3e904f28_2
https://www.calidagroup.com/~/media/Files/C/Calida-Group/2021/210305/MM_CALIDA%20GROUP_EN_Results%2020.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
 https://www.fsb-tcfd.org/about/


Under the pillars, there are a total of 11 recommended disclosure obligations. In a similar vein to the overarching aims of all 
disclosure and reporting requirements, the goals of the TCFD recommendations are dual purpose. They are not just related 
to providing enhanced information to market participants, but also to promote greater identification and management of 
climate-related risks and opportunities which, in turn, can strengthen policies, programmes, practices and behaviours inside 
companies and among management and Boards. 

Importantly, within the final recommendation, the TCFD demands slightly more of companies. In addition to disclosing 
backward-looking sustainability data, (e.g. greenhouse gas emissions or water usage), a company is also required to take 
a forward-looking approach and disclose the financial impacts of climate-related risks and opportunities on its business 
model. In an effort to shift away from reactive reporting and disclosure, TCFD aims to challenge companies not to report on 
how their activities are impacting the environment, but how climate change will impact their business. 

The two key types of climate-related risk which companies need to consider for these purposes are:

• Transition Risks: These are the risks relating to the transition to a lower-carbon economy, such as policy changes 
reputation impacts, and shifts in markets, norms and technology.

• Physical Risks: These are the risks relating to the physical effects of climate change itself and can be event-driven 
or longer-term shifts in climate patterns, including direct damage to assets changes in water availability; and 
extreme temperature changes affecting companies’ premises, operations and employee safety.

On the other hand, climate-related opportunities might range from resource efficiency and cost savings, adoption of low-
emission energy sources, to development of new products and services, and access to new markets. Regardless, if market 
participants and company stakeholders are not provided with the requisite information, it becomes difficult to assess the 
presence of those risks and opportunities. Likewise, if Boards and management are not consistently evaluating them, they 
may be caught off guard and a risk may materialise to the detriment of their business and their stakeholders; or, there may 
be an opportunity to protect and enhance value that is not captured. 

As outlined, there remains a lack of clear regulatory guidance in this space; however, the expectation is that TCFD disclosures 
are made in the core financial filings of reporting companies (i.e. Annual Reports), where the most important information 
regarding a company is provided. Supporting information can, of course, be provided in supplemental locations, such as 
sustainability or TCFD reports, which we have taken into account later in our report. Our core analysis reflects disclosure in 
the Annual Report, where climate relate disclosures should be provided if they are afforded the same level of importance as 
‘traditional’ business risks.
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Reporting Requirements in the UK
The implementation of the TCFD recommendations had previously been a voluntary step for UK companies. Depending on 
sector or the direction from which stakeholders exerted pressure, those disclosures could be disparate in nature, failing to 
achieve the overarching goals of provision of information to the market. 

On 9 November 2020, HM Treasury published an interim report9 confirming the UK Government’s intention to roll out 
mandatory TCFD-aligned climate disclosures across the economy by 2025, with a significant portion of mandatory 
requirements in place by 2023. In December, the FCA published a policy statement confirming that, under a new Listing Rule 
(in LR 9.8), commercial companies with premium listings must state in their Annual Report, for accounting periods beginning 
on or after 1 January 2021, whether they have disclosed in line with the TCFD’s recommendations. To the extent they have 
not, they must explain why and describe the steps that will be taken in order to make the relevant disclosures in future and 
the associated timeframes (i.e. largely consistent with the long-standing ‘comply or explain’ principle of the UK corporate 
governance regime). 

The Department for Business, Energy and Industrial Strategy (BEIS) is currently consulting10 on how and when to extend 
climate-related disclosure obligations to other companies in the UK. The expectation is that TCFD disclosures will, over time, 
become mandatory for more companies in the UK. In taking these steps, the FCA has elevated the reporting requirements of 
TCFD to the same level as the UK Code, which sets out best practice for all main market UK companies as well as generally 
informing the voting practices of investors. 

9 Interim Report of the UK’s Joint Government Regulator TCFD Taskforce, available at: https://www.gov.uk/government/publications/uk-joint-regulator-and-government-tcfd- 
 taskforce-interim-report-and-roadmap 
10  Consultation on requiring mandatory climate-related financial disclosures by publicly quoted companies, large private companies and Limited Liability Partnerships (LLPs),  
 Department of BEIS, available at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972422/Consultation_on_BEIS_ 
 mandatory_climate-related_disclosure_requirements.pdf

https://www.gov.uk/government/publications/uk-joint-regulator-and-government-tcfd-taskforce-interim-report-and-roadmap
https://www.gov.uk/government/publications/uk-joint-regulator-and-government-tcfd-taskforce-interim-report-and-roadmap
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972422/Consultation_on_BEIS_mandatory_climate-related_disclosure_requirements.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972422/Consultation_on_BEIS_mandatory_climate-related_disclosure_requirements.pdf


State of Play: Market Reporting Review
As outlined, UK companies will be required to comply (or explain why they have not) with the requirements of the TCFD, 
starting with premium listed companies for all accounting periods commencing on or after 1 January 2021. In this section, 
we detail the state of play for current reporting against the TCFD’s requirements, the growth in doing so since 2017 and 
a breakdown of the type of disclosure provided by UK publicly listed companies up to December 2020. Overall, while the 
growth in referencing the framework of TCFD has been notable, the variety of disclosure continues to present challenges for 
market participants; and, may well do the same for regulators.

Since the finalisation of the TCFD’s recommendations in 2017, there has been a relatively rapid rise in references to the TCFD 
in UK reporting. 

202020192018
0

50

100

150

154

73

39

Figure 1: Companies referencing TCFD

Source: https://www.sentieo.com
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In reviewing 2020 reporting, larger companies were more likely to reference the disclosure requirements of the TCFD, with 
over two thirds of the UK’s 100 largest companies at least alluding to the importance of TCFD, indicating a potential resource 
gap between the largest companies and those outside of the FTSE 350: 

That statistic could be viewed more worryingly – that companies review of climate-related risks, or consideration of the TCFD 
framework is a ‘nice to have’; an element of overseeing business that arrives when resources become available, as opposed 
to being truly integrated throughout the company’s governance and risk framework. Indeed, it is noteworthy the significant 
drop off from the FTSE 100 to FTSE 250, although the figures do not include investment trusts and funds. Nonetheless, while 
risk disclosure has always tended to be more detailed at larger companies, climate change and the associated transitional or 
physical risks will not differentiate by the size of a company, just as ‘traditional’ risks do not.

0

10

20

30

40

50

60

FTSE 100 FTSE 250 Other

68 63

23

Figure 2: 2020 Breakdown of Companies

Source: https://www.sentieo.com
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Indeed, the initial focus of the TCFD, on the potential for mispricing of assets due to incomplete information, may well have 
been most readily taken onboard by the UK financials industry, although the figures are also reflective of the number of 
companies in each industry on the London Stock Exchange. Either way, as regulatory and stakeholder demands rise, so must 
reporting across a host of industries.
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Perhaps somewhat surprisingly11, companies in the financial sector most frequently reference the provisions and 
recommendations of the TCFD, potentially reflecting the importance of the issue to UK asset managers as well as their 
tendency to be at the forefront of global best practice. It is also a recognition of how climate risk is not limited to those 
sectors more traditionally associated with it, such as those in more resource or energy intensive industries. 

The Nature of Disclosure
Due to its voluntary nature and the absence of regulation, there remains a wide variety in the approaches to disclosure 
against the TCFD framework, ranging from fleeting references to extensive reporting against each recommendation complete 
with scenario analyses and forward-looking performance targets. Indeed, the TCFD itself – in its 2020 Status Report – states 
that in analysing the top 100 companies reporting against the framework, “the Task Force did not evaluate the extent or 
quality of a company’s TCFD reporting but rather identified whether the company indicated it reported in line with the TCFD 
recommendations or planned to.”

While the pressure to act in this space will ensure less latitude for companies going forward, the disclosure of a number of 
companies appears to point toward reporting against the TCFD’s framework without necessarily providing the requisite 
disclosure and detail of integration throughout the business’ framework. In analysing the reporting of UK companies, 
we separated disclosures into four different groups. As per the expectations of TCFD, while we accepted supplemental 
information (on scenario analysis and targets, for example) from other sources, without a reference to TCFD in a regulatory 
filing, companies were not included in our analysis.

TYPE OF DISCLOSURE DETAILS

Reporting & Targets 
(most detailed)

Companies that provide extensive disclosure under each of the recommendations of the TCFD; set and monitor data; 
and, incorporate climate-related targets.

Reference & Targets Companies that reference the TCFD and set climate-related targets without reporting extensively under its framework.

Reporting  
without Targets

Companies that provide extensive disclosure under each of the first three of the four pillar TCFD recommendations but 
have not established climate-related targets. 

Reference or Commitment
(least detailed)

Companies that merely refer to the TCFD framework or commit to disclosing against it in future years, as well as those 
that simply point to CDP and wider initiatives.

11 In its own Status Report, cited under reference six, the TCFD stated that “Asset manager and asset owner reporting to their clients and beneficiaries, respectively, is likely  
 insufficient.” This report, however, focuses on reporting to investors and capital markets.

https://www.sentieo.com
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It is informative that of the 154 UK companies referencing TCFD in their reporting in 2020, only a minority include detailed 
reporting against each of the four areas, including metrics and targets. Given the remainder of UK companies fail to reference 
TCFD in regulatory filings, a large amount of companies may have to do a significant amount of work to not only meet 
revised regulatory and market expectations, but to fundamentally shift their approach to overseeing and mitigating climate-
related risk. While firmer guidance as to what constitutes reporting “compliance” against TCFD is yet to come, as investor and 
regulatory sophistication rises, the ability of companies to simply point to TCFD in an Annual Report will end; and, those  
that made references or commitments in 2020 will be expected to shift to one of the more meaningful approaches in  
2021 and 2022.

Most stakeholders, and the TCFD itself, recognise that companies cannot incorporate all of the requirements – both in 
letter and in spirit – of the framework overnight. As such, making a commitment to greater integration does not necessarily 
constitute bad practice, but the window for enhanced disclosure is closing. Similarly, there are likely to be companies that 
have taken rigorous approaches to climate without necessarily incorporating the TCFD framework into reporting. Indeed, 
companies may have integrated climate risks into their processes well ahead of the finalisation of the TCFD. Nonetheless, 
those companies that have been silent in this space will have to take significant steps over the coming nine months to ensure 
their reporting requirements are developing in line with stakeholders’ expectations and regulatory demands.

Figure 4: 2020 Number of Companies per Disclosure Type

Source: https://www.sentieo.com

8

TCFD REPORTING IN THE UK: 2017-2020 FTI Consulting Inc. 

https://www.sentieo.com


TCFD Principles
There are four pillar recommendations of the TCFD, with guidance provided under each pillar as to how companies can meet 
their obligations. Some, however, have proven more difficult than others. In its 2020 Status Update, the TCFD pointed to 
the forward-looking disclosures under the Strategy pillar and the disclosures under the Metrics and Targets pillar as being 
most useful for making financial decisions; however, unsurprisingly, these two pillars are also generally considered to be the 
most challenging of the four to implement for companies12. In reporting against these pillars, companies are also required to 
conduct an assessment of materiality, one of the most important concepts in reporting of any nature, not just sustainability. 

As a means of gradually preparing for full disclosure against the recommendations, the governance and risk management 
pillars present less burdensome requirements, and can provide a foundation before further enhancements are made through 
reporting against the Strategy and Metrics and Targets pillars in subsequent years. The TCFD has developed seven principles 
for effective disclosure, which are largely consistent with other internationally accepted frameworks for financial reporting 
and are generally applicable to most providers of financial disclosures:

• present relevant information;

• be specific and complete;

• be clear, balanced and understandable;

• be consistent over time;

• be comparable among companies within a sector, industry or portfolio;

• be reliable, verifiable and objective; and

• be provided on a timely basis.13

The principles outlined should not come as a surprise to individuals charged with reporting for companies. Much like 
accounting requirements and general corporate reporting, the principles are underpinned by the goal of providing material 
and meaningful information in a comparable fashion to those seeking to digest the disclosure.

The four pillar recommendations of the TCFD are interlinked and while there is certainly an avenue to gradually integrate 
them into corporate governance and strategy, the ability for companies to ‘cherry pick’ which aspects of the framework to 
report against is waning. While the TCFD provides separate guidance for specific sectors, the following section shines a light 
on each of the pillars, which have sub-sections providing guidance to reporting companies from all sectors.

Governance

Under this pillar of the TCFD, the overarching recommendation is for a company to disclose “how climate-related risks and 
opportunities are assessed by the company’s management and overseen by the Board” so that market participants can 
assess whether climate-related issues are receiving appropriate Board and management attention. 

There are two specific disclosures required:

(a)  Describe the Board’s oversight of climate-related risks and opportunities

This should set out the processes and frequency by which the Board and its committees are informed about climate-related 
issues and the extent to which these are considered when reviewing and guiding strategy, major plans of action, risk 
management policies, annual budgets, and business plans. The disclosure should also consider monitoring and progress 
against goals and targets for assessing climate-related issues.

The Four Pillar Recommendations

9
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12 2020 Status Report: Task Force on Climate-related Financial Disclosures, available at: https://www.fsb.org/2020/10/2020-status-report-task-force-on-climate-related- 
 financial-disclosures/
13 The TCFD framework and recommendations are available in full at: https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf

https://www.fsb.org/2020/10/2020-status-report-task-force-on-climate-related-financial-disclosures/
https://www.fsb.org/2020/10/2020-status-report-task-force-on-climate-related-financial-disclosures/
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf


(b)  Describe management’s role in assessing and managing climate-related risks and opportunities

This should explain whether the company has assigned climate-related responsibilities to management or committees and 
whether those committees report to the Board, as well as how management is informed about climate-related issues and 
how it monitors performance. This requirement also expects descriptions of the company’s organisational structure.

Strategy

Under this pillar of the TCFD, which arguably expects the most of companies, the overarching recommendation is for a 
company to disclose “how the company’s strategy and financial planning will or may be impacted by climate-related risks 
and opportunities based on different climate scenarios”, for example by affecting demand for its products and services or its 
supply chain, which, in turn, would have financial consequences for the company. 

There are three specific disclosures required:

(a)  Describe the climate-related risks and opportunities the organisation has identified over the short,  
 medium and long term

In a similar vein to the established viability statement, this requires an explanation of what the company considers to be its 
relevant short, medium and long-term time horizons, taking into consideration the useful life of the company’s assets and 
infrastructure and the fact that climate-related risks often manifest themselves over the medium or long-term. For each time 
horizon, a description of the specific climate-related issues that could have a material financial impact on the company is 
then required.

(b)  Describe the impact of climate-related risks and opportunities on the organisation’s businesses,  
 strategy and financial planning

This subsection requires discussion of the impact of the climate-related issues identified in the company’s businesses, 
strategy and financial planning. Detail should also be provided regarding the impact of such issues on the company’s 
products and services, supply chain and/or value chain, adaptation and mitigation activities, R&D investments and 
operations. A key element of this guidance is the expectation that companies provide a description of how such issues are 
integrated into the company’s financial planning process, specifically the impact on its operating costs and revenues, its 
capital expenditure and its access to capital.

(c)  Describe the resilience of the organisation’s strategy, taking into consideration different climate-related scenarios,  
 including a 2°C or lower scenario

One of the more challenging – but equally, most important – pieces of guidance, this section asks companies to carry out 
‘scenario analyses’ on a future 2°C or lower scenario and at least one other scenario; the aim being an evaluation of the 
company’s resilience to climate-related issues. Organisations are expected to discuss where they believe their strategies may 
be impacted by climate-related risks and opportunities; how their strategies might change to address such potential risks 
and opportunities; and, the climate-related scenarios and associated time horizon(s) considered.

One of the key findings of the TCFD’s 2020 Status Report was that only one in 15 companies reviewed disclosed information 
on the resilience of its strategy in these scenarios. The review found that the percentage of companies disclosing the 
resilience of their strategies, taking into consideration different climate-related scenarios, was significantly lower than that of 
any other recommended disclosure.

The TCFD recognises that this may be a qualitative exercise for many companies, but stresses that companies which are 
particularly exposed to transition or physical risks should take a more rigorous approach. In situations where a company 
is not certain information related to its scenario analysis assumptions or the resilience of its strategy contains confidential 
business information, TCFD encourages the company to consider a stepwise approach to disclosure — rather than decide not 
to disclose. For example, a company might start by disclosing broader, qualitative information and move to more specific, 
quantitative data and information over time. To further assist, on the back of commitments in its 2019 status update, the 
TCFD has published Guidance on Scenario Analysis for Non-Financial Companies. 

Risk Management

Under this pillar of the TCFD, the overarching recommendation is for a company to disclose “the company’s processes to 
identify, assess and manage climate-related risks”, including “both physical risks from climate change and transition risks 
to adapt the business to a low carbon economy” so that market participants can understand how a company’s strategic 
thinking on climate-related issues is integrated into its day to day risk management processes. 
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There are three specific disclosures required:

(a)  Describe the organisation’s processes for identifying and assessing climate-related risks

This should include an explanation of how the company determines the relative significance of climate-related risks in 
relation to other risks and whether the company considers existing and emerging regulatory requirements related to 
climate change (e.g. limits on emissions) as well as other relevant factors. The company should also disclose its processes 
for assessing the potential size and scope of identified climate-related risks, its definitions of risk terminology used (or 
references to existing risk) and the classification frameworks used.

(b)  Describe the organisation’s processes for managing climate-related risks

Companies should describe their processes for managing climate-related risks, including how they make decisions to 
mitigate, transfer, accept, or control those risks. In addition, they should describe their processes for prioritising climate-
related risks, including how materiality determinations are made.

(c)  Describe how processes for identifying, assessing, and managing climate-related risks are integrated into the  
 organisation’s overall risk management.

There is less guidance on the parameters of this disclosure requirement from the TCFD, which largely replicates the 
statement above, and asks organisations to describe the processes for integration of climate-related risks into the company’s 
existing risk management framework. 

Metrics and Targets

Under this pillar of the TCFD, the overarching recommendation is for each company to disclose “the metrics and targets 
used to assess and manage relevant climate-related risks and opportunities” so that market participants can assess whether 
these are aligned with the risks and opportunities that the company has identified as being material to its business. This also 
provides a basis upon which companies can be compared with a sector or industry. 

There are three specific disclosures required:

(a)  Disclose the metrics used by the organisation to assess climate-related risks and opportunities in line with its strategy  
 and risk management process.

Metrics might cover climate-related risks associated with water, energy, land use, and waste management and, where 
climate-related issues are material, an explanation of how related performance metrics are incorporated into remuneration 
policies. Where relevant, a company should provide its internal carbon prices as well as climate-related opportunity metrics 
such as revenue from products and services designed for a lower-carbon economy. Metrics should be provided for historical 
periods to allow for trend analysis. In addition, where not apparent, the company should provide a description of the 
methodologies used to calculate or estimate climate-related metrics.

(b)  Disclose Scope 1, Scope 2 and, if appropriate, Scope 3 greenhouse gas (GHG) emission and the related risks.

The company’s GHG emissions should be calculated in line with the ‘Greenhouse Gas Protocol’ methodology to allow for 
aggregation and comparability across organisations and jurisdictions and, if possible, related, generally accepted industry-
specific GHG efficiency ratios should be provided. 

Under the Greenhouse Gas Protocol, Scope 1 emissions are direct emissions from owned or controlled sources. Scope 2 
emissions are indirect emissions from the generation of electricity, steam, heating and cooling purchased by the company. 
Scope 3 emissions are all indirect emissions (not included in scope 2) that occur in the value chain of the reporting company, 
including both upstream and downstream emissions.

(c)  Describe the targets used by the organisation to manage climate-related risks and opportunities and performance  
 against target.

This should include the company’s key climate-related targets such as those related to GHG emissions, water usage, energy 
usage, etc., in line with anticipated regulatory requirements or market constraints or other goals. Such other goals may 
include efficiency or financial goals, financial loss tolerances, avoided GHG emissions through the entire product life cycle, or 
net revenue goals for products and services designed for a lower-carbon economy. In describing their targets, organisations 
should consider including the following:

‒ whether the target is absolute or intensity based,
‒ time frames over which the target applies,
‒ base year from which progress is measured, and
‒ key performance indicators used to assess progress against targets.

Where not apparent, organisations should provide a description of the methodologies used to calculate targets and 
measures.
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Outlook
Across the globe, there is growing pressure on companies to enhance reporting on a range of ‘non-financial’ issues, in this 
instance climate change. The growth in references in company filings throughout the world so far in 2021 is just one example 
of that:

There is, however, some distance to travel in terms of reporting against the TCFD, let alone complete, material and 
meaningful disclosure of ESG or sustainability factors and indicators. The FRC has pointed to the combination of TCFD and 
SASB as representing a placeholder of sorts until more formal reporting standards are adopted. In addition to the growth in 
TCFD reporting, we are also seeing an increase in SASB reporting in the UK – albeit far below that of the US - the market for 
which SASB standards were designed.
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Figure 5: References to TCFD in Annual Reports and Proxy Statement Disclosures by Region 
(March to February each year)

Source: https://www.sentieo.com
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Figure 6: References to SASB in Company Presentations, Annual and Interim Company Filings, 
and Sustainability Disclosures

Source: https://www.sentieo.com

Even in the UK, where both the market and the regulator have been at the forefront of strong disclosure for at least a 
decade, the variance in reporting is noteworthy, as are the relatively fleeting references to external disclosure frameworks. 
At best, this could by a symptom of a phased approach being taken by companies, gradually putting in place the strategies 
and governance frameworks that will produce a meaningful impact on internal decision-makers and, equally importantly, 
information for investors. At worst, it could be continued evidence of ‘box-ticking’, seeking to simply point to external 
frameworks to satisfy investors and claim that current approaches are sufficiently robust to meet those standards.  
The deluge of Annual Reports currently being released in advance of the 2021 AGM season, reporting on the 2020 financial 
year, will hold a clue. The 2022 AGM season, reporting on the 2021 financial year, may well definitively provide the answer.  
Soon after, UK companies – and those globally – may be facing shareholder votes on this matter on a regular basis.

https://www.sentieo.com
https://www.sentieo.com


Methodology
The data used in the paper is from regulatory filings (Annual Reports and Results Announcements) of UK companies between 
January 1st 2018 and December 31st 2020. While supplemental information has been included from documents outside of 
regulatory filings, without at least a reference of the TCFD in a regulatory filing, companies were not included. The rationale 
for this aligns with the approach of major frameworks such as SASB and TCFD, where most effective disclosure should be 
aligned with the standing of regulatory documents. For appropriate comparisons, companies without employees, such as 
real estate investment trusts and funds have not been included.

In terms of analysing disclosure of companies, given the absence of formal guidance from the TCFD as to what constitutes 
meeting the recommendations in full, the evaluation was conducted by multiple reviews from FTI Consulting.

TYPE OF DISCLOSURE DETAILS

Reporting & Targets 
(most detailed)

Companies that provide extensive disclosure under each of the recommendations of the TCFD; set and monitor data; 
and, incorporate climate-related targets.

Reference & Targets Companies that reference the TCFD and set climate-related targets without reporting extensively under its framework.

Reporting  
without Targets

Companies that provide extensive disclosure under each of the first three of the four pillar TCFD recommendations but 
have not established climate-related targets. 

Reference or Commitment
(least detailed)

Companies that merely refer to the TCFD framework or commit to disclosing against it in future years, as well as those 
that simply point to CDP and wider initiatives.

For Further Information

FTI Consulting is an independent global business advisory firm dedicated to helping organisations manage change, mitigate 
risk  and resolve disputes: financial, legal, operational, political & regulatory, reputational and transactional. FTI Consulting 
professionals, located in all major business centres throughout the world, work closely with clients to anticipate, illuminate 
and overcome complex business challenges and opportunities.

For more information, visit www.fticonsulting.com and connect with us on Twitter (@FTIConsulting), Facebook and LinkedIn.
The views expressed in this article are those of the author(s) and not necessarily the views of FTI Consulting,  
its management, its subsidiaries, its affiliates, or its other professionals.
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