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Introduction

This is a significant moment in climate-related reporting. Although already 
widely used on a voluntary basis, the UK is the first major economy to 
mandate climate-related disclosures in line with the Taskforce on 
Climate-related Financial Disclosures (‘TCFD’) framework, which came 
into effect for premium listed companies from 1 January 2021. Exposure 
Drafts of the first standards on climate and sustainability reporting from 
the International Sustainability Standards Board (ISSB) have also been 
recently published, with the aim of establishing a more consistent and 
formal overall framework for reporting in these areas. The rigour required 
in companies’ disclosures is set to increase, making the new TCFD 
reporting not only an important milestone, but also a test case for the 
challenges that lie ahead. 

Investors and other stakeholders are also making their rising expectations 
clear. PwC’s global investor survey showed that investors want 
companies to:

• Focus on the ESG issues that are most important to their business – 79% 
of investors agree that how a company manages ESG risks and 
opportunities is an important factor in investment decision making.

• Show how ESG factors affect their business model (84%), how ESG is 
embedded directly into their core strategy (82%) and show a link between 
ESG risks and opportunities and financial performance (75%).

82% 
of investors believe that 
companies should embed 
ESG directly into their 
corporate strategy

79% 
of investors agree that how a 
company manages ESG risks 
and opportunities is an 
important factor in investment 
decision making

The green shoots of TCFD reporting

This report sets out PwC’s initial findings following a review of the first 
50 disclosures by FTSE 350 companies under the new Listing Rules 
requirement to report against the ‘TCFD’ framework.

1

https://www.pwc.com/gx/en/services/audit-assurance/corporate-reporting/2021-esg-investor-survey.html
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ESG reporting was already a growing part of FTSE 350 reporting in the UK and, with the new TCFD disclosures, 
our research shows that ESG information – including climate change disclosures – now constitutes around 30% 
of the length of the average strategic report (up from 20% last year). 78% of companies we reviewed now 
specifically mention ‘climate change’ in their financial statements – a significant increase on the 22% of the 
FTSE 350 we observed last year.

Companies are responding in significant ways to the pressure that is being exerted by investors, regulators and 
other stakeholders. But we found that many can do a better job of spelling out the key messages in critical 
areas of the TCFD framework. In particular:

Risks and responses – Many 
companies could be clearer about 
their assessment of the most 
important climate-related risks and 
opportunities for their business, and 
how they are responding to them. 
Climate change affects companies 
in different ways, over different time 
periods and to different extents, 
and the TCFD framework 
recognises that one size does not fit 
all when it comes to reporting. The 
assessment of risks and 
opportunities should drive climate-
related disclosures but too often the 
connections are not being made. 

Financial impact – Most 
companies could provide better 
information about their estimates of 
the actual or potential financial 
impacts of climate change. There is 
little or no quantification of the issue 
in many reports, especially 
considering that the financial 
disclosures are so fundamental to 
the TCFD framework. And when 
financial information is given in the 
financial statements it is often a 
brief statement that climate change 
is ‘not material’.

50% 
of companies acknowledge 
in their reporting that they 
have more work to do on 
their TCFD disclosures in 
future periods

8% 
of companies quantify the 
estimated financial impact 
of climate risks in their 
strategic report

28% 
of companies link their 
metrics and targets with 
climate-related risks and 
opportunities

Listing Rules requirements – We 
also looked at how companies are 
dealing with the new Listing Rules 
requirement to report on the extent 
to which disclosures are consistent 
with the TCFD framework. We found 
a range of approaches to this, with 
some including a separate 
‘consistency statement’ while others 
integrate the information within the 
TCFD disclosures themselves. 
Whatever the approach, many 
companies need to be clearer on the 
areas where they are or are not yet 
consistent with the framework, which 
can involve considerable judgement.

Key highlights

The FCA Listing Rules to report against the TCFD framework, on a broadly ‘comply-or-explain’ basis, was always going 
to be challenging, given that the TCFD framework was not designed as a set of compliance criteria and relies, for 
instance, on significant judgement and supporting guidance. As market practice develops we hope that the 
observations in this document will help companies to get more from the TCFD framework, and at the same time comply 
with the technical requirements, while providing shareholders and other stakeholders with the information they need.
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Our  
findings
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Risks and responses – striking the 
right balance

Climate change affects companies in 
different ways and to different extents, 
and the TCFD framework recognises 
that one size does not fit all when it 
comes to reporting. 

Companies need to take a 
proportionate approach to reporting, 
depending on the impact climate 
change will have on their business. 

Investors, among other stakeholders, have 
understandably focused on companies 
in sectors identified by the TCFD as 
‘high-impact’1 for climate change. Such 
businesses may be expected to be well 
progressed in their approach to 
managing climate change and therefore 
would be expected to be in a relatively 
strong position to report on it.

Climate change is more likely to be 
seen as a strategic matter – a principal 
risk or opportunity – and financially 
material for these businesses. TCFD 
disclosures are expected to reflect this.

There’s also a large group of 
businesses that do not fit within 
high-impact sectors, and it can be 
more challenging for them to take a 
proportionate approach to disclosure. 
On one hand, they want to show they’re 
committed to playing their part in 
tackling climate change, but on the 
other, they don’t want to imply the risks 
or opportunities are expected to be 
strategically material.

As a result, we’ve seen these 
businesses often develop lengthy 
disclosures that look similar to those of 
a ‘high impact’ business, without 
explanation of how and why the issue is 
important to them. This does not 
necessarily mean that the disclosures 
are greenwashing. The actions being 
taken can be making a genuine 
contribution – it’s just the reason for 
making them is not sufficiently clear. It’s 
important that the disclosures are clear, 
because a company’s assessment of its 
risks and opportunities determines its 
approach to the rest of the TCFD 
framework. 

1 Banking, Insurance, Energy, Materials and Buildings, Transportation, Agriculture, Food and Forest Products, Technology and Media, Consumer Goods



5The green shoots of TCFD reporting

Risks and opportunities: business assessment

What have we seen so far?

A lack of consistency across the 
reporting
• While only 4% report whether 

climate change is material in their 
financial statements, 86% list 
climate change as a principal risk or 
embed it into existing principal risks. 
A number of companies also publish 
substantial climate or sustainability 
reports separately, which implies 
that there are significant risks or 
opportunities to be managed. We 
encourage companies to be clear 
about how their approach and the 
related judgements are consistent 
across the various disclosures.

Little focus on the processes 
used to assess and manage risks 
(and opportunities)
• Only 32% of companies provide a 

detailed disclosure of the risk 
assessment process carried out, 
and few detail the outcomes. 
Disclosures can therefore appear 
unclear about the material risks and 
opportunities to the company, the 
related timeframes and how climate 
change could impact the business 
model, strategy and financial 
planning.

 
 
 
 

Disclosures not driven by the 
assessment of risks and 
opportunities
• By structuring reporting under the 

four pillars of the TCFD framework, 
companies often miss the 
opportunity to build a coherent story 
across each pillar, with only 28% 
clearly linking risks and 
opportunities with metrics and 
targets. The best disclosures start 
with the assessment of risks and 
opportunities and relate the rest 
(including any scenario analysis and 
metrics and targets) back to this.

State whether 
climate change 
is material in 
their financial 
statements

4%
Clearly link 
risks and 
opportunities 
with metrics and 
targets

28%
List climate change 
as a principal risk 
or embed it into 
existing principal 
risks

86%
Provide a 
detailed 
disclosure of the 
risk assessment 
process 
carried out

32%

Key takeaway: A proportionate approach to reporting – one that is based on a solid 
understanding of the risks and opportunities climate change poses and the subsequent 
judgements made – will enable companies to tell a clear and consistent story to stakeholders.
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Reporting example

Strategy: United Utilities Group PLC, 2021 (Extract)

As part of the FRC’s Lab report in October 2021 they identified the following example from 
United Utilities Group PLC which, ‘provides a graphic representation of its assessment of 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.’

Our approach to climate change
Climate sensitive risks overview

Below is the outcome of a special risk assessment on the risks identified as sensitive to climate change. 

Likelihood and impact are as predicted at 2050 and 2100 using the accepted most likely emission pathway RCP 6.0.

Water sufficiency event 
  C

When temperatures rise, higher water  
usage, evapo-transpiration and lower  
average summer rainfall from associated  
dry periods, causes supply pressures. 

The most likely impact assumes weather  
patterns similar to 2018 happening twice in  
five years at 2050, and four times in five  
years by 2100.

Likelihood (%)

Baseline

2050

2100

0 25

10%

50 75 100

80%

40%

Impact (NPV £m)

0 100 200 300 400 500 600

£66m

£530m

£265m

Controls
• Development of new sources of water, particularly boreholes.

• Water trading between different regions of the UK.

• Leakage reduction.

• Encourage and inform customers about using less water.

• Installation of more meters on domestic properties.

Failure of wastewater network  
(sewer flooding) *  
  C   A

Increased rainfall (storm) events can result in 
severe sewer flooding. The frequency of such 
events is forecast to almost double with climate 
change. For a storm with a return period of one 
in 50 years or greater, 15 per cent of our region 
is currently at risk of internal flooding. By 2050 
it is expected 20 per cent of our region would be 
impacted, rising to 29 per cent by 2100. The cost 
of an internal flooding incident is assumed to  
stay constant.

Likelihood (%)

Baseline

2050

2100

0 25 50 75 100

40%

77%

53%

Impact (NPV £m)

0 100 200 300 400 500 600

£210m

£404m

£278m

Controls
• Increase sewer capacity and build storm water holding tanks.

• Implement and encourage sustainable drainage solutions.

• Use technology to monitor and better control flows in the sewer system.

• Install flood protection devices to at-risk properties.

Land management
  C   A

Deterioration in the quality of land due to  
climate change will increase the frequency and 
impact of weather events on our owned land.  
Such events have led to more fire, flood,  
subsidence and landslip events which in turn  
have associated impacts on: health, safety  
and environmental issues; access to operational 
and capital activities; corporate reputation;  
missed opportunities; legal liability and  
additional unplanned spend associated  
with invasive species.

The annual likelihood of such events is forecast  
to increase from 20 to 100 per cent by 2100.

Likelihood (%)

Baseline

2050

2100

0 25 50 75 100

20%

100%

50%

Impact (NPV £m)

0 100 200 300 400 500 600

£31m

£153m

£76m

Controls
• Proactive land management action to protect quality, including through 

nature-based solutions.

• Provide net gain in biodiversity from our construction projects.

• Directly restore peatland and woodland.

• Work in partnership with farmers, the Environment Agency and others 
to improve upland watercourses.

The effectiveness of controls at 2025 
to mitigate the climate-related risk 
at 2050.

 Largely insufficient

 Somewhat sufficient

 Mostly sufficient

   C  Chronic physical risk – changing trends in weather patterns, such as rising 
temperatures, sea level, rainfall

   A  Acute physical risk – chance of severe weather events, such as storms, heat 
waves and floods. 

*   Indicates the most significant event-based risks reported to the board  
(see pages 108 to 109)

CONTROL EFFECTIVENESS RISK TYPE

United Utilities Group PLC unitedutilities.com/corporate 90

STRATEGIC REPORT

https://www.frc.org.uk/getattachment/09b5627b-864b-48cb-ab53-8928b9dc72b7/FRCLab-TCFD-Report_October_2021.pdf
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Outcome of risk assessment: AstraZeneca PLC, 2021 (Extract)

AstraZeneca PLC concludes that climate risk is not expected to have a material impact on its 
current business model, and is therefore not a principal risk.

This follows a clear and comprehensive review of the possible physical and transitional risks to 
the business.

In 2021, we have focused on a pMDI product 
in our respiratory portfolio due to its relative 
high carbon intensity, strategic importance 
to the business, and being the initial focus for 
the next-generation propellant transition as 
part of our Ambition Zero Carbon strategy. 
In an initial Climate Financial Driver Analysis, 
risks and opportunities were identified during 
the transition phase where the current 
propellant will be substituted to a low-carbon 
alternative by end of 2025. The financial 
implications of transitioning to next-generation 
propellants are included in our financial 
forecasts, which inform our impairment 
assessments.

Priorities for 2022 include: 

 >  Define a methodology for ensuring that the 
climate risks associated with the franchise 
are fully integrated into business planning.

 >  Determine the transition risks for other high 
carbon intensity products based on the 
pilot assessment.

 >  Consolidate into Climate Financial Driver 
Analysis report (quantitative) to be included 
in the annual reporting process for 2022. 

 >  Initiate work to understand carbon intensity 
for Alexion products, their potential 
exposure to transition risks, and identify 
potential opportunities where their use can 
reduce the environmental footprint of 
existing healthcare pathways. 

 >  Conduct a study on how climate change 
impacts different disease areas and any 
future needs from patient groups.

Outcome of the physical and transitional 
assessments
In many cases mitigation measures are 
already in place to address the risks and 
opportunities presented by climate change, 
including those posed by the transition to a 
low-carbon economy and the provision of 
net-zero healthcare. 

  For more information, see the Risk supplement available 
on our website, www.astrazeneca.com/annualreport2021.

As a result of the analysis, the risk 
‘Failure to meet regulatory expectations on 
environmental impact, including climate 
change’ is managed as a standalone risk to 
the Group’s risk landscape. Based on current 
assessments, climate risk is not expected 
to have a material impact on our current 
business model. Therefore climate change 
is not seen as a Principal Risk for the Group 
and is not disclosed as a Principal Risk 
in the earlier Risk Overview section. This 
TCFD statement has been shared with 
the Board and Audit Committee. 

  For more information, see our Sustainability 
Report available on our website,  
www.astrazeneca.com/sustainability.

Monitoring our progress 
The climate emergency is a public health 
emergency. It is changing our planet 
irreversibly, with warming reaching critical 
tolerance thresholds for health. Human health 
and the health of the planet are deeply 
interconnected. We have an opportunity 
now to reset how we live and create a more 
sustainable world – together and without delay.

We report on our GHG emissions and 
progress towards mid- and long-term targets 
in line with the World Resources Institute 
GHG Protocol guidance for defining and 
calculating our GHG footprint, which is 
disclosed separately in the Sustainability 
Data Summary Report.

  Full details of our GHG footprint are disclosed in 
our Sustainability Data Summary Report 2021, 
www.astrazeneca.com/sustainability/resources.html

The performance report is reflecting how well 
we have been able to decarbonise the business 
and by that, reduce exposure to transition 
risks and unlock future opportunities for the 
Company and the wider healthcare sector. 

During 2021, we were recognised for our 
efforts in sustainability across our strategic 
priorities. This included the following:

 > Inaugural 2021 Terra Carta Seal award
 > Dow Jones Sustainability Index constituent
 > FTSE4Good Index Series constituent
 > Financial Times 2021 European Climate 
Leader for reduction of GHG emissions

 > CDP Double A List for Climate and Water 
Security for the sixth consecutive year

 > Corporate Knights Global 100 Most 
Sustainable Corporations in the World.

  For more information, see our Sustainability Report 
available on our website, www.astrazeneca.com/
sustainability.

The bullet points below provide an 
explanation of where in this Annual Report 
(or other relevant document or location in 
respect of supplementary information) the 
various TCFD recommended disclosures 
can be found:

 >  Governance
 > Is the Board’s oversight of 

climate-related risks and 
opportunities described? Pages 73, 
89, 90 and 217. Sustainability Report 
pages 8 and 19.

 > Is management’s role in assessing 
and managing climate-related risks 
and opportunities disclosed? Pages 6, 
15, and 217. Sustainability Report 
pages 8 and 19. 

 >  Strategy
 > Are climate-related risks and 

opportunities the organisation has 
identified over the short, medium and 
long term disclosed? Pages 8, 30, 
45 to 46, 220 to 221. Sustainability 
Report pages 20 to 22. Sustainability 
Data Summary pages 5 to 8. 

 > Is the impact of the climate-related 
risks and opportunities on the 
organisation’s business, strategy, 
and financial planning described? 
Pages 48, 217, 219, 220 to 222.

 > Is the resilience of the organisation’s 
strategy described, taking into 
consideration different climate-related 
scenarios, including a 2°C or lower 
scenario? Pages 48, 218 and 
www.astrazeneca.com/sustainability/
resources.html 

 >  Risk management
 > Are the organisation’s processes 

for identifying and assessing 
climate-related risks described? 
Pages 48, 91, 217 to 222. 
Sustainability Report pages 8 and 19. 

 > Is the organisation’s process for 
managing climate-related risks 
disclosed? Pages 217 to 222. Risk 
Supplement page 5. Sustainability 
Report pages 8 and 19. 

 > Is it described how the organisation’s 
process for identifying and managing 
climate-related risks is integrated into 
the organisation’s overall risk 
management? Pages 217 to 222. 
Sustainability Report pages 8 and 19. 

 >  Metrics and Targets
 > Is there disclosure of the metrics 

used by the organisation to assess 
climate-related risks and opportunities 
in line with its strategy and risk 
management process? Pages 48 
and 90.

 > Does the organisation disclose its 
Scope 1, Scope 2 and, if appropriate, 
Scope 3 greenhouse gas (GHG) 
emissions, and related risks? 
Page 216. Sustainability Report 
pages 20 to 22. Sustainability Data 
Summary pages 5 to 7.

 > Does the organisation describe 
the targets used to manage 
climate-related risks and 
opportunities and performance 
against targets? Pages 45 to 46, 48 
and 216. Sustainability Report 
pages 20 to 22. Sustainability Data 
Summary pages 5 to 8.

  For more information, see our 
Sustainability Report and Sustainability 
Data Summary available on our website,  
www.astrazeneca.com/sustainability.
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Task Force on Climate-related 
Financial Disclosures Statement 
continued

In 2021, we have focused on a pMDI product 
in our respiratory portfolio due to its relative 
high carbon intensity, strategic importance 
to the business, and being the initial focus for 
the next-generation propellant transition as 
part of our Ambition Zero Carbon strategy. 
In an initial Climate Financial Driver Analysis, 
risks and opportunities were identified during 
the transition phase where the current 
propellant will be substituted to a low-carbon 
alternative by end of 2025. The financial 
implications of transitioning to next-generation 
propellants are included in our financial 
forecasts, which inform our impairment 
assessments.

Priorities for 2022 include: 

 >  Define a methodology for ensuring that the 
climate risks associated with the franchise 
are fully integrated into business planning.

 >  Determine the transition risks for other high 
carbon intensity products based on the 
pilot assessment.

 >  Consolidate into Climate Financial Driver 
Analysis report (quantitative) to be included 
in the annual reporting process for 2022. 

 >  Initiate work to understand carbon intensity 
for Alexion products, their potential 
exposure to transition risks, and identify 
potential opportunities where their use can 
reduce the environmental footprint of 
existing healthcare pathways. 

 >  Conduct a study on how climate change 
impacts different disease areas and any 
future needs from patient groups.

Outcome of the physical and transitional 
assessments
In many cases mitigation measures are 
already in place to address the risks and 
opportunities presented by climate change, 
including those posed by the transition to a 
low-carbon economy and the provision of 
net-zero healthcare. 

  For more information, see the Risk supplement available 
on our website, www.astrazeneca.com/annualreport2021.

As a result of the analysis, the risk 
‘Failure to meet regulatory expectations on 
environmental impact, including climate 
change’ is managed as a standalone risk to 
the Group’s risk landscape. Based on current 
assessments, climate risk is not expected 
to have a material impact on our current 
business model. Therefore climate change 
is not seen as a Principal Risk for the Group 
and is not disclosed as a Principal Risk 
in the earlier Risk Overview section. This 
TCFD statement has been shared with 
the Board and Audit Committee. 

  For more information, see our Sustainability 
Report available on our website,  
www.astrazeneca.com/sustainability.

Monitoring our progress 
The climate emergency is a public health 
emergency. It is changing our planet 
irreversibly, with warming reaching critical 
tolerance thresholds for health. Human health 
and the health of the planet are deeply 
interconnected. We have an opportunity 
now to reset how we live and create a more 
sustainable world – together and without delay.

We report on our GHG emissions and 
progress towards mid- and long-term targets 
in line with the World Resources Institute 
GHG Protocol guidance for defining and 
calculating our GHG footprint, which is 
disclosed separately in the Sustainability 
Data Summary Report.

  Full details of our GHG footprint are disclosed in 
our Sustainability Data Summary Report 2021, 
www.astrazeneca.com/sustainability/resources.html

The performance report is reflecting how well 
we have been able to decarbonise the business 
and by that, reduce exposure to transition 
risks and unlock future opportunities for the 
Company and the wider healthcare sector. 

During 2021, we were recognised for our 
efforts in sustainability across our strategic 
priorities. This included the following:

 > Inaugural 2021 Terra Carta Seal award
 > Dow Jones Sustainability Index constituent
 > FTSE4Good Index Series constituent
 > Financial Times 2021 European Climate 
Leader for reduction of GHG emissions

 > CDP Double A List for Climate and Water 
Security for the sixth consecutive year

 > Corporate Knights Global 100 Most 
Sustainable Corporations in the World.

  For more information, see our Sustainability Report 
available on our website, www.astrazeneca.com/
sustainability.

The bullet points below provide an 
explanation of where in this Annual Report 
(or other relevant document or location in 
respect of supplementary information) the 
various TCFD recommended disclosures 
can be found:

 >  Governance
 > Is the Board’s oversight of 

climate-related risks and 
opportunities described? Pages 73, 
89, 90 and 217. Sustainability Report 
pages 8 and 19.

 > Is management’s role in assessing 
and managing climate-related risks 
and opportunities disclosed? Pages 6, 
15, and 217. Sustainability Report 
pages 8 and 19. 

 >  Strategy
 > Are climate-related risks and 

opportunities the organisation has 
identified over the short, medium and 
long term disclosed? Pages 8, 30, 
45 to 46, 220 to 221. Sustainability 
Report pages 20 to 22. Sustainability 
Data Summary pages 5 to 8. 

 > Is the impact of the climate-related 
risks and opportunities on the 
organisation’s business, strategy, 
and financial planning described? 
Pages 48, 217, 219, 220 to 222.

 > Is the resilience of the organisation’s 
strategy described, taking into 
consideration different climate-related 
scenarios, including a 2°C or lower 
scenario? Pages 48, 218 and 
www.astrazeneca.com/sustainability/
resources.html 

 >  Risk management
 > Are the organisation’s processes 

for identifying and assessing 
climate-related risks described? 
Pages 48, 91, 217 to 222. 
Sustainability Report pages 8 and 19. 

 > Is the organisation’s process for 
managing climate-related risks 
disclosed? Pages 217 to 222. Risk 
Supplement page 5. Sustainability 
Report pages 8 and 19. 

 > Is it described how the organisation’s 
process for identifying and managing 
climate-related risks is integrated into 
the organisation’s overall risk 
management? Pages 217 to 222. 
Sustainability Report pages 8 and 19. 

 >  Metrics and Targets
 > Is there disclosure of the metrics 

used by the organisation to assess 
climate-related risks and opportunities 
in line with its strategy and risk 
management process? Pages 48 
and 90.

 > Does the organisation disclose its 
Scope 1, Scope 2 and, if appropriate, 
Scope 3 greenhouse gas (GHG) 
emissions, and related risks? 
Page 216. Sustainability Report 
pages 20 to 22. Sustainability Data 
Summary pages 5 to 7.

 > Does the organisation describe 
the targets used to manage 
climate-related risks and 
opportunities and performance 
against targets? Pages 45 to 46, 48 
and 216. Sustainability Report 
pages 20 to 22. Sustainability Data 
Summary pages 5 to 8.

  For more information, see our 
Sustainability Report and Sustainability 
Data Summary available on our website,  
www.astrazeneca.com/sustainability.
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Risks and opportunities: business response

Give a clear plan 
and/or response 
to physical and 
transitional risks 
identified

34%
Set out specific 
timings for their 
transition plan

38%
Disclose 
milestones/interim 
targets for their 
emission 
commitments

56%

What have we seen so far?

Risks and opportunities need to 
be clear first
• The lack of clarity around risks and 

opportunities noted in the previous 
section makes it difficult for 
businesses to articulate their 
responses to the climate-related 
risks identified.

Lack of clarity on the nature of 
the responses
• Almost every report refers to a 

‘transition plan’, which should 
explain the strategy for reaching the 
company’s climate goal. However 
the majority focus instead on 
outlining targets to reduce 
emissions.

• While some of these plans address 
a strategic risk or opportunity, 
others don’t. There’s a clear 
opportunity here for companies to 
demonstrate how the remaining 
strategic risks and opportunities are 
being addressed.

• Many climate-related targets are for 
the medium to long-term, yet only 
56% of companies disclose interim 
milestones.

Defaulting to emissions for
metrics and targets
• Many companies express their 

climate-related metrics and targets 
in terms of emissions only. Where 
there are other strategically 
significant underlying drivers, 
companies should consider 
reporting on these too. For example, 
the percentage of raw materials 
sourced from water stressed regions 
will be key to managing climate 
change. This will also help to show 
how the metrics and targets address 
any strategic risks and 
opportunities. 

Key takeaway: Once 
companies have reported 
on their relevant risks and 
opportunities, they need to 
articulate the nature and 
purpose of their responses. 
These should also reflect 
the appropriate timescales.
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Reporting example

Risks and impact: Weir Group PLC, 2021 (Extract)

Weir Group PLC provides an overview of the risks, clearly identifying the expected time horizon, 
likelihood, magnitude (including the financial impact and cost of response) alongside the 
company’s response to the risk.

KEY

Time horizon1 Short Medium Long

Likelihood Unlikely About as likely as not Likely Very Likely

Magnitude2 Low Medium High

??? ?

!! !

1 Our Risk Horizons as defined in our Risk Assessment Criteria are: up to 3 years – short; 3 to 5 years – medium; 5+ years – long
2  Our Risk Assessment Criteria for the magnitude impact of a risk are based on operating profit: : >20% profits – high; 10-20% profits – medium to high; 5-10% of profits – moderate ; 

0-5% profits – low Impact Score.
3  Financial impact is shown as increase or decrease in revenue or cost. Risk 2 also includes estimated profit impact. 

OPPORTUNITIES

Heading/
Description

CHANGING CUSTOMER 
BEHAVIOUR
Increased revenues due to greater 
demand for products and services 
from growing mining sectors

PRODUCTS AND SERVICES 
– REDUCED ENERGY AND 
WATER USAGE
Increased revenues due to greater 
demand for more sustainable solutions

COST OF CAPITAL
Secure lower cost of capital by 
meeting green finance expectations

Category Transition – market Transition – technology Transition – reputation

Financial 
Impact

c.£100 million per annum revenue £50 million per annum revenue c.£2 million one-off cost

Explanation/ 
management 
response

Weir sells products and services to 
customers producing metals which 
are projected to grow during the 
transition to a low-carbon economy. 
While the impact of existing policies 
under a BAU scenario is already 
anticipated in forecasts, a faster 
transition under a WB2C scenario 
may accelerate growth and positively 
impact Weir’s revenue. During 2021, 
we modelled the difference between 
BAU and WB2C scenarios for copper, 
nickel and lithium in a study with 
WTW. The study identified potential 
recurring annual revenue increase of 
£100 million by 2031, without taking 
account of any additional action to 
exploit this opportunity. This potential 
impact would develop over a number 
of years, not as a one-off event. 

As described in Risk 1: Changing 
Customer Behaviour, our business 
model already embeds our response 
to this opportunity, we track end-
market exposures and review 
planned responses by Divisions to 
benefit from opportunities; and we 
have not identified additional costs, 
or material impact on our existing 
asset base under a WB2C scenario at 
this stage.

We target mid-to-high single digit 
growth above market per year, driven 
by four factors: sustainable solutions, 
integrated solutions, expanding 
our product range and geographic 
expansion. A 5% revenue uplift on 
annual continuing operations revenue 
of c.£2bn would deliver increased 
annual revenues of around £100m 
per annum, from the four factors 
combined. We’ve assumed 50% of 
this uplift in our calculations.

Weir continues to target at least 2% 
of revenues investment on research 
and development in line with the 
corporate strategy to bring new and 
improved products and technologies 
to market. We aim to unlock 
opportunities by focusing research 
and development investment on 
making mining operations smarter, 
more efficient and sustainable 
through developing technologies 
that use resources more efficiently. 
The cost of response range reflects 
up to approximately 2% of revenue

As providers of debt capital 
increasingly come under pressure to 
support only sustainable businesses 
and comply with the Paris Agreement 
and other requirements, more capital 
will be allocated to ESG compliant 
funding. By incorporating metrics 
linked to our climate change targets 
into financing terms, we are able to 
attract a diverse portfolio of investors 
and help us achieve a lower cost 
capital on average. We also have an 
incentive to meet our targets and 
avoid a potential 25bps interest on 
our $800m sustainability-linked bond 
from 1 January 2025. This will ensure 
long-term liquidity availability to the 
Group at competitive cost.

We are aligning our scope 1&2 CO2e 
targets to the Science Based Targets 
initiative (SBTi). The range of cost 
of response is the average annual 
capital and operating expenditure 
costs expected between 2020-30 to 
enable us to meet SBTi requirements 
through energy efficiency measures 
and purchasing low-carbon energy. 
These measures enable us to meet 
the conditions of our sustainability 
linked bond and to benefit from 
reduced cost of capital.

Cost of 
response

£0m per annum cost £0-40 million per annum cost £0.5-1 million per annum cost

? ! !? !?
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SUSTAINABILITY AND NON-FINANCIAL REPORTING
CONTINUED

TCFD

RISKS

Heading/
Description

CHANGING CUSTOMER 
BEHAVIOUR
Decreased revenues due to reduced 
demand for products and services 
from declining mining sectors

INCREASED SEVERITY AND 
FREQUENCY OF EVENTS
Impact of extreme weather events 
such as cyclones and floods

CARBON PRICING
Costs of complying with 
carbon prices

Category Transition – market Physical Transition – policy & legal

Financial 
Impact3

c.£100 million per annum revenue £0-30 million one-off cost £0.2-0.5 million per annum cost

Explanation/ 
management 
response

Weir sells products and services to 
customers producing fossil fuels and 
certain minerals which are projected 
to decline during the transition to 
a low-carbon economy. While the 
impact of existing policies under a 
Business as Usual (BAU) scenario 
is already anticipated in forecasts, 
a faster transition under a Well 
Below 2 Degrees (WB2C) scenario 
may accelerate these declines and 
negatively impact Weir’s revenue. 

During 2021, we modelled the 
difference between BAU and WB2C 
scenarios for coal, oil sands and iron 
ore in a study with WTW. The study 
identified a potential recurring annual 
revenue decrease of £100 million 
by 2031, without taking account of 
any mitigation. This potential impact 
would develop over a number of 
years, not as a one-off event.

Our business model already embeds 
our response through our pure-play 
mining focus, strong customer 
relationships and presence in every 
mining region, giving us good 
protection against risk and ability 
to benefit from opportunities. 
In addition, we track end-market 
exposures and review planned 
responses by Divisions as part of 
annual strategic planning. 

We have not identified additional 
costs under a WB2C scenario. 
In addition, we do not consider there 
to be an impact on the carrying value 
and useful lives of tangible assets, 
as disclosed in accounting policies 
in note 2 of the Group financial 
statements on page 165.

As a business with operations across 
the world, we are exposed to risks of 
extreme weather events disrupting 
our facilities or supply chain 
networks. We modelled potential 
increases in extreme weather risk 
under scenarios for <2°C and +4°C 
of warming and then assessed the 
maximum foreseeable one-off loss, 
based on potential costs of damage 
and business interruption at facilities 
most exposed to flood risk under 
a +4°C scenario beyond 2040. 
Analysis identified an aggregate 
one-off loss range across the Group 
of between £0-30m, reflecting a 
combination of replacement physical 
assets and gross profit exposed to 
climate risks. 

The results were shared across the 
Group’s operations, to reinforce both 
the appropriateness of our existing 
physical risk mitigation strategies 
and inform decisions on future risk 
initiatives and expansion plans. 
Note the loss range identified in the 
report reflected potential gross losses 
before taking into consideration 
the Group’s controls environment. 
Through a combination of existing 
physical defence measures, cross 
Divisional manufacturing capacity and 
the applications of insurance the net 
loss forecast would reduce to a low 
figure. We therefore categorise the 
magnitude of impact as low.

The cost of response reflects third-
party loss control engineering advice 
to assist facilities identify risks and 
develop mitigation solutions.

We have foundries and other 
manufacturing facilities which 
produce the majority of the 
CO2e emissions from our own 
operations. As well as monitoring 
and reporting these emissions, we 
track our exposure to carbon taxes in 
jurisdictions such as Canada which 
have taxes in place, and potential 
exposure to new carbon taxes in 
other countries such as China where 
we have facilities. The low figure 
above represents current costs and 
the high figure estimates potential 
impact of taxes at similar levels in 
three additional markets.

We are aligning our scope 1&2 CO2e 
targets to the Science Based Targets 
initiative (SBTi). The range of cost 
of response is the average annual 
capital and operating expenditure 
costs expected between 2020-30 to 
enable us to meet SBTi requirements 
through energy efficiency measures 
and purchasing low-carbon energy. 
These measures would serve to 
mitigate potential new carbon taxes 
in jurisdictions where we have 
significant emissions.

Cost of 
response

£0 per annum cost £0-0.1 million per annum cost £0.5-1 million per annum cost

? !? ! ? !

Strategic Report
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10 The green shoots of TCFD reporting

Reporting example

Metrics: International Consolidated Airlines Group, S.A. 2021, (Extract) 

International Consolidated Airlines Group, S.A. has committed to a 2050 net zero target, outlines 
its transition plan, specific targets and the underlying assumptions to the plan.

Strategic Report
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B. PLANET

Pillar of carbon roadmap Related actions to accelerate progress and innovation (also see Section B.1.9. ‘Innovation’)

New aircraft and operations • Ongoing fleet modernisation
• British Airways was the first airline worldwide to invest in hydrogen, with a Ventures 

investment in ZeroAvia at the beginning of 2021
• Venture capital investment in i6 fuel management software company

Sustainable Aviation Fuels (SAF) • See ”Spotlight: Sustainable Aviation Fuel”
• Venture capital investment in leading sustainable fuels company Lanzatech

Market-based measures with offsets • Support for the global CORSIA scheme to limit net emissions from aviation
Carbon removals • Horizon scanning of carbon capture and removal opportunities

IAG is working to increase the contribution of 
gross emissions reductions to the net zero 
target. Each roadmap version reflects this.

% of expected 
emissions reductions in 
2050

2021 
version

2020 
version

2019 
version

New aircraft and 
operations 50% 45% 39%
SAF 30% 25% 18%
Carbon removals 20% 30% 43%

B.1.5. Transition plan
IAG recognises that all transport modes need to transition to net zero emissions to keep global warming below 1.5°C. 

In 2019 IAG was the first airline group to sign the Business Ambition for 1.5°C Pledge and to commit to a transition to net zero 
emissions by 2050. The IAG Flightpath Net Zero strategy included a 30-year emissions roadmap to meet this outcome as well as 
short- and medium-term targets and a commitment to climate-related management incentives. The roadmap currently informs 
ongoing scenario analysis, planning, strategy, and risk management. The latest scenario is shown below with key assumptions on the 
next page.

IAG has also been a leader in developing aviation industry transition plans. It was the first airline group to support roadmaps to net zero 
emissions across national, regional and global industry alliances, one of only two airlines worldwide to engage in both the SBTi 
Technical Working Group for aviation targets and the road-testing of the SBTi Net Zero Standard, and one of only three airlines to be 
acknowledged in the ATAG Waypoint 2050 work on global aviation decarbonisation. In 2021, via industry association SA, IAG staff 
helped to develop and launch the first 2030 and 2040 climate targets for UK aviation: 20% and 40% net reductions respectively. 

IAG will continue working with multiple industry partners, regulators, and stakeholders on pathways for aviation that support global  
1.5°C ambitions, and to increase the ability of the industry to deliver emissions reductions.
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B.1.6. Targets
Reference to GRI, TCFD and SASB standards: TR-AL-110a2. TCFD Metrics and targets c. Supports SDG 13

IAG’s net zero emissions by 2050 target will be delivered by working in collaboration with key stakeholders and proactively advocating 
for supportive government policy and technology development. In this context, net zero emissions means that all CO2 that IAG 
operations emit in a year will be balanced out by an equivalent amount of CO2 removed from the atmosphere.

IAG will review targets on non-CO2 impacts when the science around these becomes robust enough to attribute impacts and 
reductions to individual airlines. Key actions to reduce non-CO2 impacts include greater uptake of SAF and route optimisation, and IAG 
continues to explore these solutions through its trade associations.

IAG GBS is developing supply chain sustainability targets in conjunction with EcoVadis. To meet Scope 3 targets IAG will focus on 
influencing change, identifying collaborative emissions reduction projects and phasing in contractual requirements. Some suppliers will 
use a combination of gross and net reductions to meet their own targets and IAG plans to report more detail on this balance in future.

IAG remains committed to science-aligned targets. Independent guidance on 1.5°C-aligned targets for aviation has yet to be published 
and we will review future guidance to ensure it accounts for the practical differences between aviation and other sectors. Where 
possible, we will also work with the SBTi and other relevant stakeholders to build understanding of these differences and of industry 
decarbonisation pathways.

IAG will continue working with other stakeholders to enable delivery of targets.

Current transition plan targets:
Base 
year

Target 
year Target

2020 2020 Net zero CO2 emissions for all British Airways UK domestic flights from 2020 onwards. Achieved in 2020 and 2021. 
2019 2025 11 per cent improvement in gross fuel efficiency. From 89.8g CO2/pkm in 2019 to 80g CO2/pkm in 2025.
2019 2030 10 per cent SAF. Equivalent to approximately 1 million tonnes of fuel in 2030.
2019 2030 20 per cent reduction in combined net Scope 1 and 2 CO2 emissions. From 27.6 MT in 2019 to 22 MT.
2019 2030 20 per cent reduction in net Scope 3 CO2 emissions. From 8.1 MT in 2019 to 6.5 MT.
2019 2050 Net zero Scope 1, 2 and 3 emissions. Use of removals to mitigate any residual Scope 1 and 2 emissions.
Operating company-specific climate targets for sustainability-linked loans

2019 2025 88.3g CO2/pkm in 2025 for British Airways, an 8 per cent reduction compared to 2019.

In January 2021, British Airways was the first airline worldwide to receive a loan linked explicitly to achievement of ESG targets.

Current transition plan assumptions:
The roadmap chart to the left represents a core Group scenario which assumes continued policy support for aviation decarbonisation, 
an overall recovery to 2019 levels of passenger demand by 2023, and then annual demand growth aligned with industry growth 
forecasts and external guidance. Scenario and cost analysis is ongoing.

Key roadmap updates in 2021 are:

• A 2040 introduction for zero-emission shorthaul aircraft, based on manufacturer announcements and certification timelines;
• 60 per cent SAF in 2050, based on policy moves in the UK, Europe and USA;
• Net emissions reductions via the compliance schemes the UK and EU ETS, CORSIA and voluntary offset projects;
• A clearer pathway to full use of carbon removals in 2050 for any residual emissions.

IAG is working with relevant stakeholders to accelerate progress in every pillar of the roadmap. 

Delivery of current plans, dependent on appropriate policy support, will enable an approximately 70 per cent drop in gross emissions 
by 2050 and an 80 per cent improvement in gross gCO2/pkm, relative to 2019. Only 10 per cent of total emissions reductions delivered 
between 2020 and 2050 are expected to be from compliance and voluntary offset projects.

IAG will update this core roadmap scenario in 2022 to account for relevant business, policy, scientific and technology developments.

INTERNATIONAL AIRLINES GROUP | Annual Report and Accounts 2021 85
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Financial impact – the ‘F’ in TCFD

The financial impact of climate change 
on businesses is at the core of the 
TCFD framework, as emphasised by 
the TCFD Guidance on linking climate 
metrics to financial disclosures. While 
recognising that these disclosures will 
continue to evolve, for the companies 
we reviewed, relatively few disclosures 
include quantified financial information.

Where financial information is disclosed 
in the front half of the annual report, it 
is often in the context of scenario 
testing, although there is often a lack of 
clarity about the relevance to the 
financial statements.

Where climate-related financial 
information is given in the financial 
statements, it is often a brief statement 
that climate change is ‘not material’ 

with little commentary to explain how 
this conclusion has been reached. 
Where climate change is mentioned in 
the financial statements, it is typically 
included in the accounting policy 
notes and impairment reviews. 

Our observations and recommendations 
below tackle this key component of 
reporting against the TCFD framework 
in more detail.

We’ve found that while many companies 
provide extensive climate-related 
disclosures in the front half, their 
conclusions as to why the issue is ‘not 
material’ for the financial statements 
could be made clearer. 

It is important that companies make 
these judgements on a consistent 
basis as they develop cash flow 

The materiality challenge

Information is material if omitting, misstating or 
obscuring it could reasonably be expected to 
influence the decisions that the primary users of 
general purpose financial statements make on the 
basis of those financial statements…   

 IAS 1 – Presentation of Financial Statements

forecasts, whether for TCFD reporting 
or the financial statements. For 
instance, a company may conclude 
that climate change is not expected 
to cause a material impairment 
charge even if the cash flow forecasts 
that were used for the impairment test 
included capital expenditures and 
operating costs related to addressing 
climate risk. This information might 
itself be useful to users of the 
accounts but would rarely be 
disclosed because it did not result in 
an impairment charge. Equally, 
climate change might be expected to 
be quantitatively material and affect 
the financial statements in the future, 
but because of the time horizon or 
severity it may not have an effect on 
the current period’s balance sheet.

https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
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Reporting the ‘F’ in TCFD

What have we seen so far?

Brief, high-level disclosures
While 78% of companies refer to 
climate change in their financial 
statements, the disclosures are often 
brief and high level. This information 
can often be found in the accounting 
policies note, with brief references in 
other notes. Climate change is 
particularly relevant to impairment 
reviews, particularly in some sectors, 
although little information is provided 
about the assumptions used related to 
climate risk.  

A lack of quantified financial 
impact disclosures
• Only 8% of companies, usually in 

high risk sectors, quantify the 
financial impact of physical and 
transitional risks. It is possible to 
provide ‘financial’ information on a 
qualitative basis, but it will typically 
be substantially less meaningful 
than quantified disclosures.

Quantified information 
provided elsewhere
• 63% of companies with CDP 

submissions provide quantified 
financial information on their 
climate-related risks and 
opportunities. This, however, is not 
usually reflected in the financial 
statements – with only 10% 
explaining how the two relate.

Interpretation of material 
financial impact
• Where there are financial disclosures 

in the TCFD reporting, they tend to 
focus on the materiality of climate 
change to the current balance sheet. 
However, the TCFD framework is 
clear that companies should also 
consider the potential impact of 
climate-related issues on future 
financial performance and position, 
but there is little disclosure of this.

The relationship between the front 
half and the financial statements
• The front half of the annual report 

often includes significant content on 
climate change with little or no 
mention of this in the financial 
statements. There can be valid 
reasons for this but they are often 
not provided.

Key takeaway: Where it is necessary, based on the assessment of risks and opportunities, 
companies will often need to provide more quantified financial information on the impacts of 
climate change in the front half narrative of future reports to meet the expectations of the TCFD 
framework in full. Careful consideration will therefore need to be given to the consistency, or 
otherwise, between the front half and back half.

Mention ‘climate 
change’ in their 
financial 
statements

78%
Of companies that 
quantify physical and 
transitional risk in their 
CDP submissions 
reflect them fully in their 
annual report.

10%
Of the companies 
who mention ‘climate 
change’ in their 
financial statements 
have provided 
detailed disclosures.

26%
Quantify physical 
and transitional 
risks in their 
strategic report

8%
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Key judgements: Euromoney Institutional Investor PLC, 2021 (Extract)

3 Staff costs
The monthly average number of persons employed by the Company during the year amounted to:

2021 
No.

2020 
No.

Executive Directors 2 2

Details of Directors’ remuneration are set out in the Directors’ Remuneration Report on pages 83 to 102 and in note 6 to the Consolidated 
Financial Statements. 

4 Remuneration of auditors
2021 
£000

2020 
£000

Fees payable for the audit of the Company’s annual accounts 16 16

5 Tangible assets
Short-term 

leasehold 
improvements 

£000

Cost  
At 1 October 2020 and at 30 September 2021 701 
Accumulated depreciation
At 1 October 2020 507 
Charge for the year 69
At 30 September 2021 576 
Net book value at 30 September 2021 125 
Net book value at 30 September 2020 194 

2 Key judgemental areas 
adopted in preparing 
these Financial 
Statements
Investments
Investments are impaired where the 
carrying value is higher than the 
recoverable value of the investment, 
assessed as the greater of the fair value 
less costs of disposal and the net present 
value of future cash flows prepared on a 
value in use basis. The recoverable value 
of the Company’s investments has been 
determined taking into account the future 
budgeted cash flows attributable to the 
relevant businesses, discounted using 
the weighted average costs of capital. 
The pre-tax nominal discount rates ranged 

from 10.2% to 10.6%, depending on the 
CGU (2020: 9.3% to 11.1%). No impairment 
charge has been recognised for the year 
ended 30 September 2021 (2020: £206.7m 
recognised due to a reduction in forecast 
cash flows). For the recoverable amount 
to fall to the carrying value, the pre-tax 
nominal discount rates would need to 
increase by 2.8 percentage points 

The impairment review also modelled 
the potential impact of further downside 
being faced by the Group’s events 
businesses. In particular, for the division 
most dependent on events revenue (FPS), 
given the estimation uncertainty in the 
budgets around the speed and quantum 
of the recovery of physical events and the 
return to international travel due to climate 
change, probability weighted scenarios 
have been used. The budget cashflows 

from 2022 to 2024 have been tapered. 
The budget is given a higher weighting in 
earlier years reflecting higher certainty in 
the near term cashflows; with weightings 
for 2024 showing 60% allocated to 
the budget reflecting the recovery of 
international events and 40% allocated to 
a scenario reflecting the risk to international 
travel due to climate change. The scenario 
for the risk associated with climate change 
assumes a 67% drop on international 
revenue on each budgeted cash flow year. 
No impairment for the Company is shown 
with these scenarios, as the headroom is 
£353m.

Investments held in the Statement of 
Financial Position at 30 September 2021 
were £1,226.8m (2020: £1,019.0m). 
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Financial Statem
ents

Euromoney Institutional Investor PLC includes sensitivity analysis in the impairment note 
explaining the possible financial impact of climate change that has been considered and the 
related headroom.

Reporting examples

Impairment: Associated British Foods plc, 2021 (Extract)

Associated British Foods plc includes sensitivity analysis in the impairment note to PPE and 
quantifies how a change in the carbon pricing assumption would impact the carrying value.

9. Property, plant and equipment

Land and
buildings

£m

Plant and
machinery

£m

Fixtures and
fittings

£m

Assets under
construction

£m

Sugar cane
roots

£m
Total

£m

Cost
At 14 September 2019 2,759 3,967 3,777 262 87 10,852
IFRS 16 opening balance adjustment (28) (1) (6) – – (35)
Acquisitions – externally purchased 22 90 147 278 10 547
Other disposals (20) (76) (7) – – (103)
Transfers from assets under construction 12 127 34 (173) – –
Effect of movements in foreign exchange (2) (72) 69 2 (13) (16)
At 12 September 2020 2,743 4,035 4,014 369 84 11,245
Acquisitions – externally purchased 56 50 119 304 10 539
Other disposals (15) (40) (8) – – (63)
Transfers from assets under construction 10 126 77 (213) – –
Transfer to assets classified as held for sale (6) (25) – – – (31)
Effect of movements in foreign exchange (81) (138) (183) (20) (2) (424)
At 18 September 2021 2,707 4,008 4,019 440 92 11,266

Depreciation and impairment
At 14 September 2019 690 2,585 1,768 – 40 5,083
IFRS 16 opening balance adjustment (10) (1) (4) – – (15)
Depreciation for the year 50 186 292 – 10 538
Impairment 5 26 34 – – 65
Impairment on sale and closure of business – 2 – – – 2
Other disposals (15) (73) (4) – – (92)
Effect of movements in foreign exchange 1 (43) 62 – (7) 13
At 12 September 2020 721 2,682 2,148 – 43 5,594
Depreciation for the year 51 180 296 – 8 535
Impairment 24 112 3 – – 139
Reversal of impairment on sale and closure of business (3) (7) – – – (10)
Other disposals (7) (36) (6) – – (49)
Transfer to assets classified as held for sale (3) (18) – – – (21)
Effect of movements in foreign exchange (24) (86) (98) – – (208)
At 18 September 2021 759 2,827 2,343 – 51 5,980
Net book value
At 14 September 2019 2,069 1,382 2,009 262 47 5,769
At 12 September 2020 2,022 1,353 1,866 369 41 5,651
At 18 September 2021 1,948 1,181 1,676 440 41 5,286

2021
£m

2020
£m

Capital expenditure commitments – contracted but not provided for 307 334

In addition to the amounts disclosed above, there are £10m (2020 – £30m) of property, plant and equipment classified as assets 
held for sale (see note 15). Of this, £3m (2020 – £13m) is freehold land and buildings.

Notes forming part of the financial statements
for the 53 weeks ended 18 September 2021
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Impairment
The methodology used to assess property, plant and equipment for impairment is the same as that described for impairment 
assessments of goodwill. See note 8 for further details. In addition where the fair value less costs of disposal is higher than value 
in use, this methodology has been used to determine the recoverable amount. This method uses inputs that are unobservable, 
using the best information available in the circumstances for valuing the CGU, and therefore falls into the Level 3 category of fair 
value measurement.

In our sugar business in Spain, we have seen a significant increase in revenues reflecting strong demand and higher prices, 
although the operating profit margin was impacted by lower volumes from the northern beet crop, as well as a one-off charge from 
a court arbitration. As in prior years, management has conducted an impairment assessment using projections over five years. Our 
current view for yield and sugar content from beet sugar and our lower estimated margins due to expected increases in raw 
refining volumes in the future has resulted in a non-cash exceptional charge of €136m to write down the book value of property, 
plant and equipment and operating intangibles from €193m to €57m (2020 – no impairment of plant, property and equipment but 
there was a €26m impairment of goodwill). €134m of the impairment charge relates to property, plant and equipment and the 
remaining €2m relates to operating intangibles. Estimates of long-term growth rates beyond the forecast period were 2% (2020 – 
2%). The carrying value is sensitive to assumptions around beet crop area, discount rate and long-term carbon pricing (where 
climate change is addressed by creating financial incentives for companies to lower their emissions), and sugar price. A sensitivity 
of +/- 5% on long-term beet area affects carrying value by +/- €18m, and a movement in carbon pricing of +/- €5 per tonne changes 
carrying value by +/- €3m. Applying sensitivity of +/- 1% to the sugar price will change the carrying value by €9m. Increasing the 
discount rate used from 11.7% (2020 – 12.1%) to 11.9% reduces carrying value by €3m.

Given the ongoing trading challenges in some of our smaller sugar businesses, we have reviewed our forward projections for these 
units, including the forecast evolution of beet area and yields. As a result, we have made a non-cash adjustment of £21m to the 
relevant net asset values as an exceptional charge this year.

An impairment of A$150m (£98m) was recorded in 2012 in the Australian meat business. Following a detailed assessment, 
management has concluded that the carrying value of the assets in the meat business is not further impaired. Headroom was 
A$63m on a CGU carrying value of A$292m (2020 – headroom of A$61m on a CGU carrying value of A$346m). The discount rate 
used was 8.5% (2020 – 10.7%). Estimates of long-term growth rates beyond the forecast periods were 2.0% (2020 –2.0%) per 
annum. A sensitivity of +/- 1% on the discount rate decreases/increases headroom by A$51m either way (2020 – A$38m and 
A$47m respectively).
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Listing Rules reporting – statement of 
consistency with the TCFD framework
In this section, we focus on how the 
Listing Rules requirements have been 
addressed from the point of view of 
technical compliance. 

For periods beginning on or after 
1 January 2021, premium listed 
companies have been required under 
the FCA Listing Rules to report climate-
related disclosures in line with the 
TCFD framework, on a broadly ‘comply-
or-explain’ basis. This was always going 
to be challenging, given that the TCFD 
framework was not designed as a set of 
compliance criteria and relies, for 
instance, on significant judgement and 
supporting guidance.

This has resulted in a range of 
approaches to the reporting 
requirements. For instance, some have 
included a separate ‘consistency 
statement’, while others have integrated 
information on their status against the 
framework within the TCFD disclosures 
themselves. 

Equally, judgement has had to be 
applied to decide whether a company is 
or is not sufficiently progressed in its 
processes and disclosures to claim 
‘consistency’ with the TCFD framework. 
Dealing with climate change will be an 
ongoing process, meaning that 
processes and disclosures will often 
develop and flex going forward. At what 
point does this mean that the current 
position is or is not fully consistent with 
the framework?

The Listing Rules also permit 
information to be provided outside the 
annual report (subject to explaining why 
this has been done) but the Companies 
Act requires all material information 
connected with climate change to be 
included in the annual report itself. This 
has given rise to discussions within 
companies in a number of cases about 
what does and does not need to be in 
the annual report where a company has 
a substantial separate climate or 
sustainability report.

We look at these issues next. It is 
likely that practice in this area will 
continue to develop as the first round 
of reporting is reviewed by the 
regulators and other stakeholders, 
and as reporting evolves in light of 
technology and digitisation 
opportunities.
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Listing Rules reporting

What have we seen so far?

Lack of clarity on consistency 
with TCFD framework
• It is not always immediately clear 

whether a company believes its 
disclosures are – or are not – 
consistent with the TCFD 
framework. The most 
straightforward way for a company 
to do this is to include a separate 
consistency statement that refers to 
the TCFD’s eleven recommended 
disclosures, explaining what has 
been achieved in the year and where 
further information will be provided 
in the years to come. A separate 
table or statement detailing this is 
not a technical requirement, but 
provides a clear overview for 
the reader.

Quality of explanations where 
inconsistent with the TCFD 
framework
• With some exceptions, reports 

generally do not explain in any detail 
why the company is not yet 
consistent with the framework or 
what their future plans are. There 
should be ‘full, clear and meaningful 
explanations1’ as to why certain 
disclosures have not been included. 
Companies should of course also 
avoid giving the impression they 
have done more than they actually 
have. Importantly, where a company 
has made a judgement based on its 
risk assessment that an element of 
the TCFD framework is not 
appropriate to them (for instance 
quantitative scenario testing) this is 
consistent with the framework if it is 
explained.

Use of other reporting channels
• The majority of TCFD reporting is 

included within the annual report, 
almost always in a specific section 
of the strategic report. However, a 
significant number of companies 
cross-refer to a separate report and 
a small number include most of the 
relevant disclosures in a separate 
TCFD or sustainability report. 
Companies should note that under 
the Listing Rules a reason needs to 
be given for taking this approach, 
and this is rarely explained clearly. 
As a reminder, all material 
information must be included in the 
annual report to comply with the 
Companies Act. This could be as 
part of principal risk or other related 
reporting if the TCFD disclosures 
are outside the annual report. 

Key takeaway: The Listing Rule requirements call for the exercise of considerable judgement in 
many cases and companies should seek feedback on their TCFD reporting from regulators and 
other stakeholders on the approaches taken in year one of the new reporting.

Provide an explicit 
statement of 
consistency with 
the TCFD 
framework

68%
Include information 
outside the annual 
report

46%
State full 
consistency with 
the TCFD 
framework

38%
Acknowledge in 
their reporting that 
they have more 
work to do on their 
TCFD disclosures in 
future periods

50%

1 FCA Primary Market Technical Note 802.1

https://www.fca.org.uk/publication/primary-market/tn-802-1.pdf


16 The green shoots of TCFD reporting

Reporting example

Compliance Statement: Standard Chartered plc, 2021 (Extract)

Standard Chartered plc sets out clearly the current status of each recommended disclosure 
supported by their future priorities.

Strategic report

67Standard Chartered – Annual Report 2021

Summary of Standard Chartered’s TCFD response 
Standard Chartered publicly committed to the 
recommendations of the Financial Stability Board’s Task  
Force on Climate-related Financial Disclosures (TCFD) 
recommendations in 2017 and has subsequently released 
annual TCFD reports since 2018.

Our comprehensive TCFD disclosure is published in a 
standalone report which provides information in a readily 
identifiable and accessible format for all interested 
stakeholders. This can be accessed at sc.com/tcfd. The table 
below sets out the 11 TCFD recommended disclosures and 
summarises the progress we have made in 2021. Through 
consistency with the TCFD recommendations, we have 
achieved compliance with the listing rules.1

Governance
Board 
oversight  
of climate-
related  
risks and 
opportunities

Current status 
• In 2021, we held Board-level and Management Team training on our 

approach to net zero and Board-level training, delivered by Imperial College 
London, on climate scenarios to support the Board with their review and 
challenge of climate related regulatory stress testing. 

• The Board reviewed and approved our approach to reaching net zero 
carbon emissions from our financing by 2050 and associated interim targets.

• The Board received regular Climate Risk updates via the Board Risk 
Committee (BRC) and reports from the Group Chief Risk Officer. 

• First-generation Climate Risk reporting and Management Level Risk 
Appetite metrics were shared with the BRC and approved by the Group  
Risk Committee which has oversight of Climate Risk.

Future priorities
• We aim to enhance Climate Risk training 

to our subsidiary boards, building on initial 
training delivered in 2020.

• Results of management stress tests will be 
reviewed and challenged by the BRC and 
will strengthen the Board’s oversight of the 
impact from Climate Risk on our business, 
financial performance and operations  
and strengthen business strategy and 
financial planning.

Management’s 
role in 
assessing and 
managing 
climate 
related  
risks and 
opportunities

Current status 
• The Group Chief Risk Officer (CRO) has Senior Management Responsibility 

for Climate Risk and is supported by the Global Head, Enterprise Risk 
Management who has day-to-day oversight, and has appointed the 
Climate Risk Management Forum that oversees the delivery of the Group’s 
commitment to manage climate related financial and non-financial risks. 

• In 2021, we established a robust governance structure to support our net zero 
approach through the Net Zero Steering Group chaired by the Group Head, 
Conduct, Financial Crime & Compliance.

• We aim to strengthen business segment, country, and regional Climate Risk 
governance and continue to keep the Management Team updated through 
the Group CRO reports and Management Information report to the GRC.

Future priorities
• We will continue to exercise appropriate 

oversight and governance of our approach 
to net zero at Board and Management 
Team level.

• We aim to strengthen business segment, 
market, and regional Climate Risk 
governance and continue to keep the 
Management Team updated through  
the Group CRO reports and Management 
Information report to the GRC.

Strategy
Climate-
related  
risks and 
opportunities 
identified over 
the short, 
medium and 
long term

Current status
• We have assessed the impact of climate risk to the banking book under 

three transition scenarios over a 30-year time horizon, which has enabled  
us to identify climate risks, strategies to mitigate risk as well as climate 
opportunities.

• In 2021, we identified climate-related opportunities linked to the Bank’s net 
zero in financed emissions approach including aiming to:
– mobilise $300 billion in green and transition finance 
– reduce absolute financed thermal coal mining emissions by 85%
– reduce emissions intensity in other high carbon sectors with the interim 

2030 targets including power (-63% emissions intensity), steel and mining 
(- 33% emissions intensity respectively), and oil and gas (-30% emissions 
intensity).

• We use quantitative and bottom up tools and methodologies to assess 
transition and physical climate risk and we apply these to our clients, 
portfolios, and our own operations.

Future priorities
• We will continue to develop and  

enhance our Climate Risk/opportunity 
identification, interplay and modelling 
capabilities to strengthen climate risk 
quantification. This includes consistency 
and where possible, uniformity of time 
horizons.

• We aim to disclose annually the progress 
we are making against our $300 billion 
and other net zero targets and build out 
our client capability to achieve our net  
zero through:
– our newly developed Transition 

Acceleration Team
– reporting mortgage emissions with  

a view to setting targets by 2023
– doubling our sustainable investing 

assets under management
– launching and growing sustainable 

products including Universal Climate 
Finance Loans, green mortgages and 
sustainable investing offerings while 
integrating ESG considerations in our 
wealth management advisory activities.

1 Some of the data, metrics and methodologies used in relation to the Group’s TCFD report which is summarized in this section is subject to limitations. The reader 
should treat the information provided, and conclusions and assumptions drawn from the underlying data with caution. The limitations to the data, metrics and 
methodologies as well as the basis on which the Group’s TCFD report was made are set out in the Important Notice – Basis of Preparation and Caution 
Regarding Data Limitations section of the Group’s TCFD report available at sc.com/tcfd.
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Looking ahead

Our recommendations on how to enhance reporting

As identified in our analysis, there are a number of areas where reporting will 
need to evolve to come closer to the original intentions behind the TCFD, build 
greater trust in companies’ climate disclosures and help prepare companies for 
future regulatory reporting requirements. These include: 

• Greater clarity on the strategic risks and opportunities connected with climate 
change for the business and how they are being responded to.

• Enhanced disclosure around the financial impact of strategic risks and 
opportunities, ensuring proportionality and consistency with the financial 
statements. 

• Better information on transition plans, with clear milestones, outlining the 
actual and potential impacts on the company’s strategy, business model and 
financial planning.

• Explanations of why information that is not considered to represent a strategic 
risk or opportunity, is disclosed.

• Inclusion of a broader range of underlying metrics and targets, not just 
emissions data.

• More detail on the status of the company’s consistency with the TCFD 
framework. 

• All material information in separate TCFD and sustainability reports also to be 
included in the annual report.

Appropriate assurance over metrics, especially emissions data, will also be 
important. PwC has identified this as one of the key pillars to building trust in 
climate reporting. 

TCFD marks a step change in ESG reporting and paves the way for enhanced 
reporting in the future. Companies should take a proportionate approach to 
regulation – focused on quality of insight, rather than quantity – to ensure they 
give stakeholders the information they need.

https://www.pwc.co.uk/who-we-are/purpose/business-briefing-climate-data.pdf
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