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The final recommendations of the Task force
on Climate-related Financial Disclosures
Many of the world’s largest companies are under
ever-increasing pressure to cut their carbon
emissions, as the global economy shifts towards a
low-carbon model. The Paris Agreement has further
fueled this pressure.
At the same time, climate change has already
shown substantial impact on businesses, is
expected to continue and could even end up being
more impactful than suspected today. At the global
scale, predictions indicate that it could also impact
the financial stability of individual economies.
The Task force on Climate-related Financial
Disclosures (TCFD) was established to improve
transparency of the financial sector and businesses
on the risks and opportunities of climate change.

Contrary to existing reporting frameworks, the
TCFD explicitly focuses on the impact of climate
change on a company – not the other way around.
The final recommendations have been published in
July 2017, the essence of their final framework is
shown below.
The recommendations focus on four financial
sectors (Banks, Insurance companies, Asset
managers, Asset owners) and four non-financial
groups (Energy, Transportation, Materials &
buildings, Agriculture, food & forest). For each the
TCFD has provided further guidance.
Further information is to be found at
www.fsb-tcfd.org.
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The final recommendations include a number of specific
aspects that preparers should take notice of:
• The disclosures are expected to be included in mainstream financial filings;
• Companies are requested to report on the governance and risk management
recommendations regardless of materiality considerations. By disclosing this, it will be clear
whether the fundaments have been paid attention to by preparers;
• For the other recommendations, financial materiality considerations apply as they do for
other financial reporting. Such considerations should be subject to the applicable legal
requirements;
• The focus of the recommendations is on future-oriented information for the risks and
opportunities and should cover short-, medium- and long-term information that enables
financial sector parties in taking investment and financing decisions.
• Companies are expected to report on future scenarios; including a 2-degree scenario in
accordance with the Paris Agreement, that inform the users about the resilience of the
company’s strategy under various future climate scenarios;
• Whereas scenarios should be expressed in financial or quantitative terms eventually, the
Task force expects that companies will start the journey with qualitative disclosures.

Key conclusions from our survey on climate risks
and opportunities
In this phase most companies are exploring the
implications of the TCFD recommendations for
their reporting and their business. In order to
assess the current state of play, KPMG has
conducted research based on a survey under
Dutch listed companies in the financial and nonfinancial sectors, to which 34 senior
representatives responded. The results confirm
that climate-related risks and opportunities deserve
further attention, primarily with regard to the
understanding of the financial implications of
climate change.
Climate risk is a recognized issue, whilst views on
horizon of impact differ
Climate change is widely recognized as an issue
that impacts the bottom line of companies: 90+%
of the respondents confirmed this. They differ
though when it comes to the time horizon of the
impact: a third says their financial performance is
being affected already, whereas another third
expects such impact in the next 5 years to come.
The final third expects no financial impact in the
short- to medium-term.

KPMG view: climate change is a long-term issue

that requires a long-term view on the company’s
business and portfolio.
Even when you expect longer-term impact only,

you would still need to consider what such impact
could imply for your investments, your products
and your markets.
Board is engaged, but financial exposure unknown
It is only a minority of 30% of the companies for
which climate-related risks and opportunities have
not been discussed at Board Level. Board’s
involvement has resulted in more than 50% of the
companies having assessed their exposure to
financial risks. Surprisingly though, 90% of these
companies do not have a clear picture of the
potential associated financial exposure.
With that in mind, it is also noteworthy that the
majority (60%) has adapted their strategies to
adapt to these risks and opportunities – without
exactly knowing what the financial exposure to
risks is.

KPMG view: the assessment of the potential

financial impact of climate-related risks is
fundamental to understand the issue – or in other
words: get the risks or opportunities to life.
Without it, companies may stick to the traditional
risks only, such as carbon emissions and miss
transition risks such as shifting consumer
preferences.
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recommendations. Whereas the recommendations
were only issued recently (July 2017), this indicates
that Dutch investors, the Central Bank as well as
other parties have still work to do to further raise
awareness of (the relevance of) the
recommendations.

Embedding in systems and processes in early days
Clearly, identifying, assessing and monitoring
climate-related risks and opportunities requires
related systems and processes to ensure proper
embedding in performance management.
A vast majority (90%) of companies have embedded
climate-related risks in their risk management
systems, of which about a third has done so for all
climate-related risks. Six out of ten though have not
identified and/or implemented any metrics to
measure and manage climate-related risks and
opportunities and only one out of six have set
metrics that are part of their global management and
control processes.

KPMG view: many risks and opportunities are not

defined by financial but rather by non-financial (or
better: pre-financial) metrics. Mapping existing nonfinancial metrics to the risks and opportunities
identified and critically reviewing the cause-effect
relationship between these are fundamental to
embed proper monitoring.

Scenario analysis will grow in the coming years
The TCFD has introduced scenario analysis as a way
to test the resilience of a company’s strategy to the
impacts of climate change. Only one third of
respondents said that they already apply scenario
analysis and 40% of the respondents are planning to
start with it, mostly on the short term.

KPMG view: as clear guidance for consistent

approaches is still lacking and scenario analysis is
new, companies should not overcomplicate. Our
advice would be to start with identifying climaterelated risks and exploring how climate-related risks
may impact its business, strategies and financial
performance in qualitative terms.

TCFD framework is not well known
The survey shows that close to half of the
respondents are not aware of the TCFD

Recommendations will be implemented, with delay
The TCFD has indicated that the implementation of
the recommendations needs to be approached as a
journey, where companies continuously learn and
improve their understanding of climate-related risks
and disclose on them. It is encouraging to learn that
the majority of companies intends to implement the
recommendations. Timing differs though: a third
suggests it will implement the framework in its next
annual report, a half will do so in future years.
In terms of the scope of implementation, a quarter
of companies intends to implement all the TCFD
recommendations right away once they start,
whereas about 40% will go on a journey towards full
implementation.

KPMG view: the recommendations regard real

business issues and implications. In light of that and
given the complexity, even if companies do not start
on the disclosure journey, they should consider the
business implications and start preparing themselves
for managing the risks – if these appear to be
material.

Companies recognize business impact and face lack
of expertise
The main reasons for adopting the recommendations
as provided by the respondents are the perceived
material financial impact on the company and the
increased interests arising from investors. Some
companies also expect the recommendations to
become mandatory in the future and want to be
prepared. Finally, from an implementation
perspective, most of the companies expect or face
difficulties that include the lack of experience and
expertise, lack of accurate information and the lack
of resources and funding.

KPMG view: the risks and opportunities from climate
change are complex to assess and manage, as they
are new to companies in terms of the financial lens
taken by the Task force, they are long-term and
therefore uncertain by nature and because they can
be non-linear and therefore different from the more
traditional business risks. To address the risks and
opportunities effectively, many disciplines should be
involved: sustainability, risk management, control,
strategy – but most importantly: finance.
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Where to start?
Whereas the TCFD recommendations relate to disclosures, they effectively trigger business-related
questions. We have learnt that after an initial maturity assessment the journey towards
implementation starts more often with the identification of risks and opportunities than anything else.
In our view the pathway towards implementation will vary amongst others with the level of
understanding, the business, the ambitions of the company and the actions taken to date with respect
to climate change.

IDENTIFY & PRIORITZE RISKS AND OPPORTUNITIES

UNDERSTAND LEVEL OF
MATURITY

So where to start? We have outlined below typical questions that we have identified in client
conversations and related implications. At KPMG we have developed various tools to support you in
steps to be taken and these are also outlined below for your reference.

Questions we hear:

What does this mean for
you?

How can we help you
address your questions?

-

Is my company ready to
implement and report on
the TCFD
recommendations?
To what extent do my
company’s disclosures
already fulfill the TCFD
recommendations?

-

Understand the TCFD
recommendations and
their implications across
the four aspects

Our Climate Maturity
Assessment covering the four
key areas of the TCFD
recommendations can help
organizations to evaluate the
level of maturity. Similarly the
TCFD Gap Analysis enables
you to evaluate the level of
readiness of your current
report or internal processes
for the TCFD
recommendations.

Which climate-related
risks and opportunities
may impact my business
and what are their
financial impacts?
What do they mean and
how can they be
assessed?
Where in the value chain
and in which countries is
my company most
exposed to physical and
transitional climaterelated risks?
What are the difference
between climate-related
risks and other types of
risks (e.g. operational,
financial, strategical)?

-

Identify relevant climate
risks and assess where
they lie in your business
in a qualitative way
Prioritize the climate
risks identified based
on:
• External trends (e.g.
the energy transition
to a low carbon /
renewable
technology)
• Business
environment (e.g.
advice from
regulators to disclose
climate risks)
• The potential
financial implications
of the risks to your
business, first to be
assessed
qualitatively.

Our Prioritization and
Visualization model enables
you to identify and visualize
the risks and opportunities in
an interactive dashboard.
As climate-related physical
risks are mostly identified at
the country level, our Country
Risk Index maps your risks
based on your company’s
procurement data, production
volumes, water consumption
or other country-level data to
assess in which countries your
operations and value chain are
most exposed to climaterelated risks. Our Risk
Landscape Tool gives you
insight in how climate change
can affect your organization’s
processes and value chains.

-

-

-

-

-
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TEST RESILIENCE OF STRATEGY

Questions we hear:

What does this mean for
you?

How we can help you
address your questions?

-

-

Define a set of 2 or 3
scenarios based on your
geography and industry,
including a scenario
assuming global
warming of 2°C
Start with a qualitative
assessment of how
your organization’s
strategy and financial
plans may be affected
under the scenarios

Climate Scenarios Analysis
gives you insight in how your
organization’s strategy and
financial plans may be
affected by climate-related
risks and opportunities in
short, medium and long term.
Our Resilience Radar is able
to link company-specific
prioritized risks to measure
the resilience of your
business model in different
future scenarios.

Identify and assess
existing climate-related
risk indicators to select
key material indicators –
or identify gaps
Assess the current
state of your processes
for identifying and
reporting climaterelated risk
Adapt existing ERM/risk
management processes
to be effective in
identifying and
managing climaterelated financial risk
Implement new
reporting systems &
controls

Our Targets and Metrics
Assessment could support
you with defining own
metrics and targets that
address key disclosure areas.
By disclosing on a selection of
strategic and sectorconsistent metrics and
targets, your company is able
to meet the emerging
financial disclosure
expectations of key
stakeholders.

-

-

MEASURE USING METRICS AND TARGETS

-

-

What are relevant
scenarios for my
company to consider?
How will my strategy
perform under different
climate scenarios,
including a 2°C?
Is my strategy resilient
to climate-related risks
and opportunities?
How can my company
develop models that
respond to the
implications of each
scenario?
How to select and
implement material
indicators for effective
monitoring of climaterelated risks?
How robust are my
processes including
metrics measuring to
manage & monitor
relevant climate-related
risks and opportunities?

-

-

-

-

-
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