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INTRODUCTION 

At Corporate Citizenship, part of SLR, our 
team of climate strategy consultants support 
companies to make climate-related disclosures 
in alignment with the TCFD recommendations. 
Since these were published in 2017, we have 
put into practice the evolving guidance on how 
these recommendations should be interpreted.
In this report, we share six aspects of 
climate-related disclosure that we believe will 
experience the greatest near term change and 
emergence of leading practices. Our aim is to 
provide insight and practical recommendations 
to help companies prepare TCFD content for 
their Annual Report and Accounts.

Methodology

We have tested our market observations by 
reviewing over 50 companies (including those 
identified by Climate Action 100+, or which 
are premium listed on the London Stock 
Exchange) against the TCFD recommendations 
and over 60 underlying disclosure elements. 
This assessment confirmed that the identified 
aspects represent gaps in climate reporting, as 
well as areas where there is a wide range in the 
maturity of disclosure.

Six aspects of climate-related disclosure where we see the emergence of leading practices:
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1 QUANTIFYING THE FINANCIAL 
IMPACT OF CLIMATE MATTERS

Few companies are quantifying 
the financial impact of climate-
related risks and opportunities, 
and those that are provide 
direction and scale of impact, 
rather than specific values. 

Introduction

The TCFD Implementing Guidance advises 
companies to describe the impacts of climate-
related risks and opportunities qualitatively 
and/or quantitatively, encouraging “quantitative 
information, where data and methodologies 
allow”. While qualitative risk assessment is an 
important component of climate scenario analysis 
(i.e. the assessment of climate impact across 
forward-looking scenarios), it is less useful for 
integrating climate considerations into financial 
planning. This requires the translation of climate 
risks and opportunities into corporate financial 
terms, so that internal stakeholders can better 
understand the comparative significance of 
climate risks, as well as inform capital allocation 
decisions to manage these. 

Market Observations

• 2021 Annual Reports for UK listed companies 
included the first mandatory disclosures 
on a comply-or-explain basis against the 
11 TCFD recommendations. Companies 
disclosing financial impacts from climate 
risks and opportunities were in the minority, 
with one major auditor identifying that only 
four of the first 50 audited reports disclosed 
financial impacts.  

• The companies that are disclosing financial 
impact figures are typically reporting against two 
to four climate risks. In some cases, companies 
start with a small scope, i.e. only assess physical 
risks but will state their intention to expand 
analysis within the coming years.  

• As per the TCFD Implementing Guidance, most 
companies are reporting ranges providing an 
indication of the direction and scale of impact. 
This allows companies to account for a large 
number of unknowns and uncertainty. 

• Time to understand the data, and the 
uncertainty of future projections, are two of the 
key challenges companies face in incorporating 
climate analysis into financial statements.

An example set of factors to consider when 
prioritising risks and opportunities to 
quantify the financial impact: 
• Materiality of potential financial impact
• Data availability (data from business and 

climate scenarios)
• Significance to strategic objectives 
• Alignment with stakeholder expectations

Our Recommendations

• Qualitative climate risk assessment (in 
comparison to quantitative) requires less 
resource and fewer data inputs so can be 
used to prioritise a longlist of identified risks. 
Ideally, this will include scoring and ranking 
against criteria such as vulnerability, impact, 
and likelihood, and be evidenced using physical 
and transition databases.

• Supplement the qualitative risk assessment 
by quantifying financial impacts (where data 
and methodologies allow) for the prioritised 
principal climate risks and opportunities that are 
financially material to the business. 

• Climate risks and opportunities will often have more 
than one ‘value driver’ which impacts cash flow e.g. 
direct GHG emissions costs can occur through 
different regional tax and levy schemes such as the 
Carbon Border Adjustment Mechanism, UK Emissions 
Trading Scheme, Climate Change Levy, etc. A 
company will need to define the value drivers within 
each risk or opportunity, chosen for quantification, 
which climate scenario inputs to use, and the 
calculation logic (or ‘impact pathway) to be applied.

• Map cause-and-effect impact pathways for 
each value driver, and identify company data 
and climate scenario data requirements. Assess 
the feasibility of calculations and manage 
expectations accordingly. 

• Be clear on assumptions made to climate-
related and business data in the future, as this 
can significantly affect the magnitude of impact 
estimated. A flexible model, where assumptions 
can be toggled, means the company can stress 
test its resilience across different scenarios.

• Distinguish between actual (i.e. currently 
experienced) and potential future impacts when 
reporting financial impact. 

• Consider how the analysis should be used within 
business planning and preparation of financial 
statements. Prepare for increased scrutiny from 
auditors and investors on the transparency and 
connection between the front-half disclosure 
and financial statements, e.g. should the results 
of climate scenario analysis feature in the viability 
statement and impairment assessment.
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2 CAPITAL ALLOCATION AND 
DISCLOSURE OF EXPENDITURE

Understanding the potential 
cost of climate change to 
business operations can help 
to build the business case for 
investment in climate mitigation 
and adaptation. Stakeholders 
are now beginning to ask how 
much capital will be assigned 
to achieving net zero targets to 
evidence credibility and action.

Introduction 

TCFD encourages the identification of climate 
impacts, with the ultimate aim of redirecting 
capital to address these impacts through 
mitigation and adaptation measures. To achieve 
this, the TCFD recommends companies develop 
an internal carbon price strategy (with the 
carbon price ideally informed by the outcomes 
of a quantified climate scenario analysis) in 
order to strengthen the business case for low-
carbon investments. TCFD also includes “Capital 
Deployment” as a recommended cross-industry 
metric; this refers to the amount of “capital 
expenditure, financing, or investment deployed 
toward climate-related risks and opportunities”. 

Market Observations

• In the majority of cases, capital deployment 
figures on decarbonisation and adaptation 
measures are based on historical expenditure. 
The future short-, medium- and long-term 
cost of implementing control, mitigation, and 
adaptation measures is less certain. 

• With the increasing prevalence of disclosed 
“Transition Plans” (which will be further 
supported by the UK Transition Plan Taskforce 
Gold Standard Sector-Neutral Framework), 
we expect future capital deployment costs to 
become clearer in strategy planning.

• Internal carbon price mechanisms are 
increasing in popularity. However, these are 
more commonly applied to major capital 
expenditure decisions, rather than incorporated 
into company-wide performance measures.

• More sophisticated companies now include 
carbon reduction pathways alongside their 
reduction targets, to evidence intended action 
and to disclose the required investment to 
decarbonise. 

Capital Allocation Model from 
Antofagasta, Capital Markets Day 2021
2021 updated capital allocation framework 
included climate resilience, introducing an 
internal carbon price, as part of decision 
processes.

Our Recommendations

• Introduce climate considerations into capital 
allocation qualitatively to start the process 
of directing capital to climate mitigation and 
adaptation. This may be implemented by setting 
a list of questions, which must be addressed 
as part of the approval process e.g. whether 
the project generates or saves emissions, or 
whether a physical climate risk assessment has 
been conducted.

• Incorporate an internal carbon price as a 
financial indicator used to inform future capital 
deployment decisions, in order to account for 
the climate impact of new projects and the 
associated future cost of carbon. This works 
by applying a cost and penalising projects 
that are emissions-generating and, as a result, 
supporting the redirection to capital for those 
that save or avoid GHGs.

• Disclose capital deployment, specifying 
investment in the reporting period, as well as 
expected future investment needed to achieve 
targets in the near and long term.

• Be transparent on the governance and 
management framework for climate-related 
capital deployment. For example, by including 
how the Board considers climate change in 
major capital expenditures, and how the results 
from climate analysis have impacted strategy 
planning and management response.
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3 TRANSITION PLANS AND 
CLIMATE RESILIENCE

Transition planning has become 
one of the top buzzwords since 
2021. However, there is limited 
conclusive guidance as to what 
should be included in a transition 
plan. As a result, there is a mix of 
interpretations and generally low 
maturity in disclosures. 

Introduction 

GHG reduction plans for the near and long terms 
have been given the most attention within transition 
plans, both by companies and by guidance 
documents. In late 2021, TCFD updated its 
Implementing Guidance to include a new disclosure 
element relating to information on “plans for 
transitioning to a low-carbon economy”. At COP26 
in Glasgow, the UK Chancellor announced a shift 
towards mandatory disclosure of how companies 
will decarbonise and transition to net zero. Following 
this, in April 2022, the UK launched a Transition Plan 
Taskforce to set a ‘Gold Standard’ for disclosure (a 
consultation on the draft Gold Standard is due to 
close at the end of February 2023).

Market Observations

• Several companies are beginning to disclose 
transition plans that demonstrate how they will 
achieve emission reduction targets. In some 
instances, companies are also communicating 
their role in a ’just transition’, referring to a 
decarbonisation and climate resilience strategy 
that generates positive social impacts for workers 
and communities. However, in most cases, the 
disclosure is isolated and disconnected from the 
wider climate and corporate strategy.

• The maturity of disclosed decarbonisation 
plans varies significantly, from a few statements 
of plans to reduce and influence reductions, 
to more detailed plans laying out specifics of 
required capital expenditure and associated 
emission reductions of measures. 

• Transition plans can encompass more than 
just a list of measures to reduce emissions 
across Scopes 1, 2, and 3. The best transition 
plans will consider a “just transition” to 1.5°C; 
connect with adaptation plans associated with 
physical climate change; demonstrate a clear 
link to climate goals and corporate strategy; 
and outline which identified climate risks and 
opportunities are addressed within the plan.

Decarbonisation plan from Barrick Gold, 
Sustainability Report 2021
Barrick describes its roadmap to net zero, 
outlining measures that are implemented, 
that will be introduced, and that are under 
investigation. Alongside a description of the 
type of switch made, or efficiency introduced, 
Barrick reports the estimated emission 
reduction and required capital expenditure.

Our Recommendations

• Set and/or review targets (e.g. science-based 
targets) to identify necessary measures for the 
achievement of reductions. The plan should 
include near-term targets, milestones and longer-
term goals, which cover value chain impacts, 
strategy, and wider community impacts.

• Map metrics and targets associated with priority 
risks and opportunities within the transition plan. 
Include allowances in measures identified to 
account for the high uncertainty of the future. 
Where the impact of climate-related risks 
and opportunities are not included within the 
transition plan, report this and explain why.

• Go beyond a “decarbonisation plan” to include 
approaches to adaption, risk mitigation, strategic 
alignment to 1.5°C and a “just transition”. This will 
deliver a balanced response to aspects of climate 
change that are pertinent now.

• Transition plans not only set the tone and 
response of the organisation to climate-related 
issues but should be used to overlay on TCFD 
financial quantification to show the potential 
impact with and without controls. 

• Be clear about which climate risks and 
opportunities (identified through TCFD related 
analysis) that are addressed in the transition plan 
and provide a rationale for those that are not.

• Set up the governance and management structure 
for the design, sign-off, implementation and 
monitoring of the transition plan. Identify KPIs to 
track the performance of the rollout and consider 
the inclusion of KPIs within incentive plans. 

5 The Future of Climate Disclosures 
 Corporate Citizenship, part of SLR

https://assets.bbhub.io/company/sites/60/2021/07/2021-TCFD-Implementing_Guidance.pdf
https://www.gov.uk/government/publications/fact-sheet-net-zero-aligned-financial-centre/fact-sheet-net-zero-aligned-financial-centre
https://s25.q4cdn.com/322814910/files/doc_downloads/sustainability/Barrick_Sustainability_Report_2021.pdf


4 INTEGRATION OF CLIMATE 
IN GOVERNANCE AND RISK 
MANAGEMENT

While many companies may 
report that climate change is 
considered by the Board and 
included in risk management, few 
describe in sufficient detail the 
practicalities of integration.

Introduction

The incorporation of climate factors into governance 
and risk management builds the foundation for 
enhancing climate resilience. This is because the 
existing structures are already designed to assess and 
elevate material business concerns, to ensure these 
are appropriately prioritised and managed where 
necessary. Some of the most popular phrases for 
governance and risk management disclosures include 
“the Board has oversight of climate-related risks and 
opportunities” and “climate matters are integrated into 
our existing risk management framework”. However, 
these statements are often left unsupported, with little 
or no evidence of how climate considerations are 
integrated into processes and systems.

Market Observations

• In many cases companies call out that climate 
change is “one of the greatest challenges”, yet 
the risk management response is not clear or 
does not reflect the level of significance. This is 
partly due to the difficulty in accounting for the 
unique characteristics of climate issues (see top 
right), e.g. they may fall beyond the typical five-
year strategy planning horizon. 

• An existing risk register and enterprise risk 
management process will influence how 
climate governance is positioned. In some 
cases, companies will not want to distinguish 
climate-related issues from an existing ESG risk 
category. Alternatively, some companies aim 
to disclose how climate change interacts with 
other business principal risks. In both cases, 
climate risks may not be fully transparent at 
group level.  

Unique characteristics of climate-related 
risks and opportunities
• Different effects based on geography
• Manifest over longer time horizons
• Magnitude of impact changes over time
• Complex interrelationships with other 

systems
• Uncertainty in likelihood over time

Our Recommendations

• For companies starting out, it is often easiest 
to conduct a climate-specific risk assessment 
to understand exposure. Alongside this, cross-
functional engagements can be carried out to 
understand the interconnection with other business 
risks and help outline the comparative significance. 

• Climate risk and opportunity management 
should be supported by suitable metrics and 
information, which support information flows 
between employees “on the ground”, senior 
management, and the Board. This flow of 
information is facilitated if climate-related roles 
and responsibilities are defined and assigned to 
individuals that represent different group and 
operational functions. For example, at group 
level the organisation may track “exposure to 
high-carbon activities”, but on the ground this 
requires input from site managers to monitor 
the carbon intensity of operations.

• Within disclosures, provide specific, recent 
examples of information shared and discussed 
(e.g. through Executive Committee and Board 
updates) and any resulting decisions made 
to evidence the working reality, success, and 
outcomes of these systems.
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5 BOARD EDUCATION ON 
CLIMATE CHANGE

Climate competency is 
essential for organisations 
to appropriately respond to 
climate-related matters. This 
has become more prevalent as 
business activities are impacted 
by climate-related events, and 
as climate-related disclosure 
requirements become more 
stringent.

Introduction

What many companies omit from their climate 
disclosures is how climate is considered across 
decision processes, and the “profile and capability 
of the Board on climate”. While it is recognised 
that there must be suitable information available 
(e.g. climate scenario analysis results), Board 
members must also be briefed on the uncertain 
and unusual nature of climate information 
and how it can be used to provide a “climate-
adjusted” view.

Market Observations

• Increasingly companies are being held 
accountable for poor climate-related decision-
making. In March 2022, ClientEarth took legal 
action against Shell’s Board over its failure to 
implement a Paris-aligned climate strategy (i.e. 
a climate strategy that is aligned to the Paris 
agreement long term goal of limiting global 
temperature increase to well below 2 degrees 
Celsius, while pursuing efforts to limit the 
increase to 1.5 degrees).

• There are companies moving in the right 
direction. Anglo American has incorporated 
experience related to climate change in its 
skills mapping, and describes actions taken 
to improve the Board’s capability on climate 
change.

• As climate change becomes a Board agenda 
item, Executive Committees that report 
to the Board are increasingly required to 
provide updates on carbon performance and 
climate resilience. This is resulting in Board 
members who better understand the strategic 
significance of a net zero transition.  

 
Climate experience of Board members at 
Anglo American, Annual Report 2021
Within the skills matrix of experience of 
Board members, Anglo American has 
included the percentage of members with 
experience relating to “climate change or 
clean energies”. However, the disclosure 
does not indicate how experience in this area 
is identified or assessed.

Our Recommendations

• Establish climate literacy as part of the skills 
matrix. Considering the Board’s current depth 
and breadth of experience relating to climate 
change, identify opportunities to close the skills 
gap.

• Conduct frequent information exchange and 
dialogue with stakeholders, to keep informed 
about the latest climate-related trends and 
regulatory requirements. This will drive climate 
to become a common language across the 
organisation.

• Arrange upskilling seminar sessions on climate 
change, to ensure the Board has a suitable 
understanding to make strategic decisions 
relating to climate change. This should be 
separate from broader ESG issues, to ensure 
the complexity of climate issues is explored.

• Cascade education and training throughout the 
organisation, to improve employee awareness 
and understanding of potential impacts on the 
organisation.

• Describe discussions, decisions, and actions 
made by the Board to evidence its oversight 
and demonstrate the Board’s commitment 
to managing climate-related risks and 
opportunities appropriately.
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6 PRODUCING COMPLIANT, 
RELEVANT AND ENGAGING 
DISCLOSURES

Companies need to balance 
compliance with mandatory 
climate-related disclosure 
requirements, with the need for a 
cohesive narrative that describes 
the interconnection between 
TCFD pillars and integration of 
climate considerations. 

Introduction

Company climate-related disclosures vary widely in 
terms of depth and quality. This is due to a range of 
factors, including the materiality of climate impacts, 
company maturity in climate analysis, and whether 
climate disclosures are mandated. These mandates 
either reframe the TCFD recommendations (e.g. 
amendment to the UK’s Companies Act 2006 for 
climate-related financial disclosure) or specifically 
assess compliance against each of the 11 TCFD 
recommendations (e.g. the Financial Conduct 
Authority’s (FCA) listing rule for premium listed 
companies). As a result, even when climate 
disclosures are compliance-driven, there is wide 
scope for interpretation. 

Market Observations

• While guidance indicates a preference for all 
content to be included within the Annual Report, 
in reality climate-disclosure content must 
compete for space. Therefore, some companies 
will reference other parts of the report, or other 
public disclosures, to give more detail. 

• Auditors and proxy advisers are calling out 
that information is not presented clearly. For 
example, BHP faced backlash in 2021 for using an 
Excel-based index table rather than integrating 
information within its reporting. This was one 
of the observations made by Glass Lewis when 
urging BHP shareholders to vote against what it 
thought to be flawed climate transition plans.

• The 11 core recommendations sit across four 
core pillars, but the recommendations are 
intended to interconnect and inform each other, 
and auditors are starting to pick up on this. 
For example, the process for climate scenario 
analysis should be defined, with outcomes from 
the assessment described in terms of potential 
impact, and information on the management 
response, risk ownership, and metrics and 
targets used to monitor and manage exposure. 

Risk & Opportunity impact assessment 
from Rotork, Sustainability Report 2021
This table provides a high-level overview of 
the risk and the potential impact, alongside 
the management response to mitigate the 
impact and the metrics and targets used to 
track and reduce exposure.

Our Recommendations

• Use the “compliance statement” to clearly state 
which TCFD recommendations are addressed, 
and how. Where gaps exist, be transparent, and 
state your intention to close gaps, providing 
information on potential actions and timeframe 
for implementation. 

• Go beyond the compliance statement to 
disclose information on processes, systems and 
climate scenario analysis. Where appropriate, 
use diagrams/tables to make complex 
information (such as climate scenario analysis) 
easier to understand and engaging.

• Remember to take a step back from the granular 
disclosures to ensure there is a clear narrative 
on how climate impacts may impact wider 
corporate strategy, and how the business is 
building climate resilience. 

• When identifying climate impacts, try to 
contextualise these for the business by being 
specific to geography and sector, but also 
considering how they interrelate to other 
principal risks and opportunities. 
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