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Mr. Mark Carney

Chairman

Financial Stability Board

Bank for International Settlements
Centralbahnplatz 2

CH-4002 Basel

Switzerland

Dear Chairman Carney,

On behalf of the Task Fo rce on Climate -related Financial Disclosures, | am pleased to present this final report
setting out our recommendations for helping businesses disclose climate -related financial information.

As you know, warming of the planet caused by greenhouse gas emis  sions poses serious risks to the global
economy and will have an impact across many economic sectors. It is difficult for investors to know which
companies are most at risk from climate change, which are best prepared, and which are taking action.

TheTask ForceAs report establishes recommendations for
information about the risks and opportunities presented by climate change. Their widespread adoption will

ensure that the effects of climate change become routinel y considered in business and investment decisions.
Adoption of these recommendations will also help companies better demonstrate responsibility and foresight

in their consideration of climate issues. That will lead to smarter, more efficient allocation of capital, and help
smooth the transition to a more sustainable, low  -carbon economy.

The industry Task Force spent 18 months consulting with a wide range of business and financial leaders to

hone its recommendations and consider how to help companies bette r communicate key climate -related
information. The feedback we received in response to
from industry and others, and involved productive dialogue among companies and banks, insurers, and

investors. This was and remains a collaborative process, and as these recommendations are implemented, we
hope that this dialogue and feedback continues.

Since the Task Force began its work, we have also seen a significant increase in demand from investors for
improve d climate -related financial disclosures. This comes amid unprecedented support among companies for
action to tackle climate change.

I want to thank the Financial Stability Board for its leadership in promoting better disclosure of climate -related
financial risks, and for its support of the Task ForceAs
Secretariat for their extensive contributions and dedication to this effort.

The risk climate change poses to businesses and financial markets is rea | and already present. It is more

important than ever that businesses lead in understanding and responding to these risks ? and seizing the
opportunities ? to build a stronger, more resilient, and sustainable global economy.
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Executive Summary

Financial Markets and Transparency

One of the essential functions of financial markets is to price risk to support informed, efficient
capital -allocation decisions . Accurate and timely disclosure of current and past operating and
financial results is fundamental to this function , but it is increasingly important to understand the
governance and risk management context in which financial results are achieved . The financial
crisis of 2007 -2008 was an important reminder of the repercussions that weak corporate
governance and risk management practices can have on asset values. This has resulted in
increased demand for transparency from organizations on their governance structures,

strategies, and risk management p ractices. Without the right information, investors and others

may incorrectly price or value assets, leading to a misallocation of capital.

Increasing transparency makes markets more efficient and
economies more stable and resilient.
? Michael R. Bloomberg

Financial Implications of Climate Change

One of the most significant, and perhaps most misunderstood, risks that organizations face today
relates to climate change. While it is widely recognized that continued emission of greenhouse
gases will cause furt her warming of the planet and this warming could lead to damaging
economic and social consequences , the exact timing and severity of physical effects are difficult to
estimate. The large-scale and long -term nature of the problem makes it uniquely challengi  ng,
especially in the context of economic decision making.  Accordingly , many organizations

incorrectly perceive the implicatio ns of climate change to be long term and , therefore, not
necessarily relevant to decisions made today .

The potential impacts of climate change on organizations, however, are not only physical and do
not manifest only in the long term . To stem the disastrous effects of climate change within this
century, nearly 200 countries agreed in December 2015 to reduce greenhouse gas emissions and
accelerate the transition to a lower -carbon economy. The reduction in greenhouse gas emissions
implies movement away from fossil fuel energy and related physical assets. This coupled with
rapidly declining costs and increased deployment of clean and en  ergy-efficient technologies could
have significant, near -term financial implications for organizations dependent on extracting ,
producing , and using coal, oil, and natural gas. While such organizations may face significant
climate -related risks, they are n ot alone. In fact, climate -related risks and the expected transition
to a low er-carbon economy affect most economic sectors and industries . While changes
associated with a transition to a lower -carbon economy present significant risk, they also  create
significant opportunities for organizations focused on climate change mitigation and adaptation
solution s.

For many investors, climate change poses significant financial challenges and opportunities, now
and in the future. The expected transition to a lower  -carbon economy is estimated to require
around $1 trillion of investments  a year for the foreseeable future , generating new investment
opportunities. * At the same time, the risk -return profile of organizations exposed to climate -
related risks may change significantly as such organizations may be more affected by physical
impacts of climate change, climate policy , and new technologies. In fact, a 2015 study estimate d
the value at risk , as a result of climate change, to the total global stock of manageable asse ts as

! International Energy Agency , World Energy Outlook Special Briefing for COP212015.
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ranging from $4.2 trillion to $43 trillion between now and the end of the century .? The study
highlightsthat 3 much of the i mpact on future assets wild/l come
asset returns across the board. j This suggests investors may not be able to avoid climate -related
risks by moving out of certain asset classes as a wide range of asset types could be affected . Both
investors and the organizations in which they invest, therefore, should consider their longer -term
strategies and most efficient allocation of capital. Organizations that invest in activities that may
not be viable in the longer term may be less resilient to the transition to a low er-carbon economy ;
and their investors will likely experience lower returns. Compounding the effect on long er-term
returns is the risk that present valuations do n ot adequately factor in climate -related risks
because of insufficient information. As such, long-term investors need adequate information on
how organizations are preparing for a lower -carbon economy .

Furthermore, b ecause the transition to a low er-carbon economy requires significant and , in some
cases, disruptive changes across economic sectors and industries in the near term, financial
policymakers are interested in the implications fo  r the global financial system, especially in terms
of avoiding financial dislocations and sudden losses in asset values. Given such concerns and the
potential impact on financial intermediaries and investors, the G20 Finance Ministers and Central
Bank Governors asked the Financial Stability Board to review how the financial sector can take
account of climate -related issues. As part of its review, the Financial Stability Board identified the
need for better information to  support informed investment, lending, and insurance underwriting
decisions and improve understanding and analysis of climate -related risks and opportunities .
Better information will also help investors engage with companies on  the resilience of their
strategies and capital spending , which should help promote a smooth rathert han an abrupt
transition to a lower -carbon economy.

Task Force on Climate -related Financial Disclosures

To help identify the information needed by investors, lenders, and insurance underwriters to
appropriately assess and price climate -related risks and opportunities, the Financial Stability
Board established an industry -led task force: the Task Force on Climate -related Financial
Disclosures (Task Force). The Task Force was asked to develop voluntary , consistent climate -
related financial disclosures that would be useful to investors, lenders, and insurance
underwriters in understanding material risks. The 32-member Task Force is global; its members
were selected by the Financial Stability Board and come from various organiz ations, including
large banks, insurance companies, asset managers, pension funds , large non -financial companies ,
accounting and consulting firms, and credit rating agencies . In its work, the Task Force drew on
member expertise, stakeholder engagement, and  existing climate -related disclosure regimes to
develop a singular, accessible framework for climate -related financial disclosure .

The Task Force developed four widely

adoptable recommendations on climate - Figure 1 .
related financial disclosure s that are Key Features of Recommendations
applicable to organizations across sectors Adoptable by all organizations

and jurisdictions ( Figure 1). Importantly, the

Included in financial filings
Task ForceAs recommenda

financial -sector organizations, including Designed to solicit deci sion-useful, forward -
banks, insurance companies, asset managers, looking info rmation on financial impacts

and asset owners. Large a sset owners and Strong focus on risks and opportunities

asset managers sit at the top of the related to tra nsition to lower -carbon economy

investment chain and, therefore, have an

2The Economi st UnTheQodt of paction: Recdgmsing the Value at Risk from Climate Change j 2 OValde at risk measures the
loss a portfolio may experience, within a given time horizon, at a particular probability , and the stock of manageable assets is defined as the
total st ock of assets held by non -bank financial institutions. Bank assets were excluded as they are largely managed by banks themselves .
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important role to play in influencing the organizations in which they invest to provide better
climate -related financial disclosures.

In developing and finalizing its recommendations, the Task Force solicited input  throughout the

process .® First, in April 2016, the Task Force sought public comment on the scope and high -level

objectives of its work. As the Task Force developed its disclosure recommendations, it cont  inued

to solicit feedback through hundreds of industry interviews, meetings, and other touchpoints.

Then, in December 2016 , the Task Force issued its draft recommendations and sought public

comment on the recommendations as well as certain key issues, receiving over 300 responses .

This final report reflects the andatHerpbblcr feezllask consi der ati
received throughout 2016 and 2017. Section E contains a summary of key issues raised by the

industry as wel | as substantive changes to the report since December

Disclosure in Mainstream Financial Filings

The Task Force recommends that preparers of climate -related financial disclosures provide such
disclosures in their mainstream (i.e., public) annual financial filings. In most G20 jurisdictions,
companies with public debt or equity have a legal obligation to discl ose material information in
their financial filings ? including material climate -related information . The Task Force believes
climate -related issues are or could be material for many organizations , and its recommendations
should be useful to organizations in complying  more effectively with existing disclosure
obligations. * In addition, disclosure in mainstream financial filings should foster shareholder
engagement and broader use of climate -related financial disclosures , thus promoting a more
informed understanding of climate -related risks and opportunities by investors and others . The
Task Force also believes that publication of climate -related financial information in mainstream
annual financial filings will help ensure that appropriate controls govern the production and
disclosure of the required information. ~ More specifically, the Task Force expects the governance
processes for these disclosures would be similar to those used for existing public financial
disclosures and would likely involve review by the  chief financial officer and audit committee , as
appropriate.

Importantly, organizations should make financial disclosures in accordance with theirna  tional
disclosure requirements. If certain elements of the recommendations are incompatible with
national disclosure requirements  for financial filings , the Task Force encourages organizations to
disclose those elements in other official company reports  that are issued at least annually, widely
distributed and available to investors and others, and subject to internal governance processes

that are the same or substantially similar to those used for financial reporting

Core Elements of Climate -Related Finan cial Disclosures

The Task Force structured its recommendations around four thematic areas that represent core
elements of how organizations operate : governance, strategy, risk management, and metrics and
targets (Figure 2, p. v). The four overarching recommendations are supported by recommended
disclosures that build out the framework with information that will help investor s and others
understand how reporting organizations assess climate -related risks a nd opportunities .° In
addition, there is guidance to support all organizations in developing climate  -related financial
disclosures consistent with the recommendations and recommended disclosures. The  guidance
assists preparers by providing context and sugg estions for implementing the recommended
disclosures . For the financial sector and certain non -financial sectors , supplemental guidance was
developed to highlight important sector  -specific considerations and provide a fuller picture of
potential climate -related financial impacts in those sectors

3 See Appendix 2: Task Force Objectives and Approach for more information.

4 The Task Force encourages organizations where climate -related issues could be material in the future to begin disclosing climate -related
financial information outside financial filings to facilitate the incorporation of such information into financial filings on ce climate -related
issues are determined to be material.

5 SeeFigure 4 on p. 14 for the Task Force's recommendations and recommended disclosures.
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Figure 2
Core Elements of Recommended Climate -Related Financial Disclosures

Governance

Governance -
and opportunities

Strategy

Risk

and financial planning

Management

Risk Managem ent
The processes used by the organization to identify, assess,
Metrics and manage climate -related risks

and Targets Metrics and Targets

The metrics and targets used to assess and manage relevant
climate -related risks and opportunities

Climate -Related Scenarios

One of t he Tamtomrreadeddisdosurek efgcuses on the resilience of an
organi z at égy, kg inte tonsaleration different climate -related scenarios, including a
2° Celsius or lower scenario.® An o r g a n idischbsuiie of nhdvs its strategies might change to
address potential climate -related risks and opportunities is a key step to better understanding the

potential implications of climate change on  the organizatio n. The Task Force recognizes t he use of

scenario s in assessing climate -related issues and their potential financial implications is relatively
recent and practices will evolve over time, but believes such analysis is important for improving
the disclosure of decision -useful, climate -related financial information

Conclusion

Recognizing that climate -related financial reporting is still evolving, t he Task ForceAs
recommendations provide a foundation to improve investors fand ot hersA ability

The organizati onAs g o v-elatedaisks e

The actual and potential impacts of climate -related risks and
opportunities on the organizali

to

app

assess and price climate -related risk and opportunites . The Task ForceAs amte ommendat.i

be ambitious, but also practical for near -term adoption. The Task Force expects to advance the
quality of mainstream financial disclosures related to the poten tial effects of climate change on
organizations today and in the future and  to increase investor engagement with boards and
senior management on climate -related issues .

Improving the quality of climate -related financial disclosures begins with organizatio n s A
willingnessto adopt t he Task For ce@ganizatorsalmadyg repbring climates -
related information under other frameworks may be able to disclose under this framework
immediately and are strongly encouraged to do so. Those organizations in early stages of
evaluating the impact of climate change on their businesses and strategies can begin by
disclosing climate -related issues as they relate to governance, strategy, and risk management
practices. The Task Force recognizes the challenges associated with measuring the impact of
climate change, but believes that by moving climate -related issues into mainstream annual
financial filings, practices and techniques will evolve more rapidly . Improved practices and
techniques, including data analytic s, should further improve the quality of climate  -related
financial disclosures and, ultimately, support more appropriate pricing of risks and allocation of
capital in the global economy .

6 A 2° Celsius (2°C) scenario lays out an energy system dep loyment pathway and an emissions trajectory consistent with limiting the global

average temperature increase to 2°C above the pre -industrial average. The Task Force is not recommending organizations use a specific 2°C

scenario.
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Introduction

A Introduction

1. Background

It is widely recognized that continued e mission of greenhouse gases will cause further warming of
the Earth and that warming above 2° Celsius (2°C), relative to the pre -industrial period, ¢ ould lead
to catastrophic economic and social consequences. ’ As evidence of the growing recognition of the
risks posed by climate change, in December 2015, nearly 200 governments agreed to  strengthen
the global response to the threat of climate change by  Jolding the increase in the global average
temperature to well below 2°C above pre -industrial levels and to pursue efforts to limit the
temperatu re increase to 1.5°C above pre-industrial levels  referred to as the Paris Agreement. °
The large-scale and lon g-term nature of the problem makes it uniquely challenging, especially in

the context of economic decision making. Moreover, the current understanding of the potential
financial risks posed by climate change ? to companies, investors, and the financial syste m as a
whole ? is still at an early stage.

There is a growing demand for decision -useful, climate -related information by a range of
participants in the financial markets. ° Creditors and investors are increasingly demanding access
to risk information that is  consistent, comparable, reliable, and clear. There has also been
increased focus, especially since the financial crisis of 2007 -2008, on the negative impact that
weak corporate governance can have on shareholder value, resulting in increased demand for
transparency from organizations on their risks and risk management practices, including those
related to climate change.

The growing demand for decision -useful, climate -related information has resulted in  the
development of several climate -related disclosure standards. Many of the existing standards,
however, focus on disclosure of climate -related information, such as greenhouse gas (GHG)
emissions and other sustainability metrics. Users of such climate -related disclosures commonly
cite the lack of informatio n on the financial implications around the climate  -related aspects of an
organiz ation's business as a key gap. Users also cite inconsistencies in disclosure practices, a lack
of context for information, use of boilerplate, and non-comparable reporting as m ajor obstacles
to incorporating climate -related risks and opportunities (collectively referred to as climate  -related
issues) as considerations in their investment, lending, and insurance underwriting decisions over

the medium and long term. *° In addition, e vidence suggests that the lack of consistent

information hinders investors and others from considering climate -related issues in their asset
valuation and allocation processes. **

In general, inadequate information  about risks can lead to a mispricing of ass ets and
misallocation of capital and can potentially give rise to concerns about financial stability since
markets can be vulnerable to abrupt corrections. ‘> Recognizing these concerns, the G20 (Group of
20) Finance Ministers and Central Bank Governors requ ested that the Financial Stability Board
(FSB Xonvene public - and private -sector participants to review how the financial sector can take

account of clima te-related issues j*Un response to the G20 Nmetingouest,

public - and private -sector representatives in September 2015 to consider the implications of
climate -related issues for the financial sector. JParticipants exchanged views on the existing work
of the financial sector , authorities , and standard setters in this area and the ch allenges they face ,

7 Intergovernmental Panel on  Climate Change, Fifth Assessment ReportCambridge University Press, 2014.
8 United Nations Framework Convention on Climate Change , jThe Paris Agreement, j December 2015.

¢ Avery Fellow, dnvestors Demand Climate Risk Disclosure ,j Bloomberg, February 2013.

10 Sustainability Acco unting Standards Board (SASB), SASB Climate Risk Technical Bulletih TB001-10182016, October 2016.

1 Mercer LLC, Investing in a Time of Climate Change2015.

2 Mark Carney, JBreaking the tragedy of the ho rizon? climate change and financial stability , September 29,
13 3Icommuniqué from the G20 Finance Ministers and Central Bank Governors Meeting in Was hington, D.C. April 16 -17, 2015}

2015.
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areas for possible further work , and the possible roles the FSB and others could play in taking
that work forward. The discussions continually returned to a common theme: the need for better
information.

In most G20 jurisdictions, companies with public debt or equity  have a legal obligation to disclose
material risks in their financial reports  ? including material climate -related risks. However, t he
absence of a standardized framework for disclosing climate  -related financial risks makes it
difficult for organizations to determine what information should be included in their filings and

how it should be presented. Even when reporting similar climate  -related information, disclosures
are often difficult to compare due to variances in ~ mandat ory and voluntary frameworks. The
resulting fragmentation in reporting practices and lack of focus on financial impacts have
prevented investors, lenders, insurance underwriters, and other users of disclosures from
accessing complete information that cani nform their economic decisions. Furthermore, because
financial -sector o r g a n i z distlasures defiend , in part, on those from the companies in which
they invest or lend , regulators face challenges in using financial-sector or g a ni zexistihngp n s A
disclosures to determine system -wide exposures to climate -related risks.

In response, the FSB established the industry -led Task Force on Climate -related Financial
Disclosures (TCFD orTask Force) in December 2015 to design a set of recommendations for
consistent Jdisclosures that will help financial market participants understand their climate -
related risks .j*° See Box 1 (p. 3) for more information on the Task Force.

A
Introduction

2. The Task ForceAs Remit

The FSB called on the Task Force to develop climate -related disclosures that Jcould promote more

informed investment, credit [or lending], and insurance underwriting decisions } and, in turn,

Jwvould enable stakeholders to understand better the concentrations of carbon -relate d assets in

the financial sector and the f i rdatedrisks.|j**'’sThesF6Be MAS exposur
noted that disclosures by the financial sectori n parti cul ar would 3foster an ear
these risksj and 3f acBuchdisdosuees maukedt alsecidptomedeg a sour
data that can be analyzed at a systemic | evel, to facil
materiality of any risks posed by climate change to the financial sector, and the channels through

which this is mo st likely to be transmitted .j*

The FSBalso e mp h a s i z e dy disclosute reGommmendations by the  Task Force would be

voluntary, would need to incorporate the principle of materiality and would need to weigh the

bal ance of ¢ os t°asaxasut, irhdewsiad aiptinsiplej -based framework for voluntary

disclosure, the Task Force sought to balance the needs of the users of disclosures with the

challenges facedby thepr epar ers. The FSB furtherclmsatadard t hat t he
financial di scl osure recommendations should not 3J3add to the :
existing disclosure schemes .j*° In response, the Task Force drew from existing disclosure

frameworks where possible and appropriate

The FSB also noted the Task Force should de termine whether the target audience of users of
climate -related financial disclosures should extend beyond investors, lenders, and insurance
underwriters. Investors, lenders, and insurance underwriters (3 pr i mar wretheser sj )
appropriate target audience. These primary users assume the financial risk and reward of the

14 FSB JFSB to establish Task Force on Climate -related Financial Disclosures j D e c edn20&5r

5 Ibid.

16 FSB,JProposal for a Disclosure Task Force on Climate -Related Risks, j November 9, 2015.

17 The term carbon -related assets is not we Il defined, but is generally considered to refer to assets or organizations with relatively high direct or
indirect GHG emissions. The Task Force believes further work is needed on defining carbon -related assets and potential financial impacts.

18 FSB,JProposal for a Disclosure Task Force on Climate -Related Risks, j November 9, 2015.

19 Ibid.

20 |id.
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decisions they make. The Task Force recognizes that many other organizations, including credit
rating agencies, equity analysts, stock exchanges, investment consultants, and proxy advisors al
use climate -related financial disclosures, allowing them to push information through the credit

and investment chain and contribute to
insurance underwriters. These organizations, in principle, depe

information as primary users.

This report presents t h e

and includes supporting information on

Task ForceAs

the better pricing of risks by investors, lenders, and
nd on the same types of

and ind ustry feedback that the Task Force considered in developing and then finalizing its

recommendations. In addition, the Task Force developed a

Implementing the Recommendations of the Task Force on Climate

(Annex)? for organizations to use when preparing disclosures consistent with
recommendations. The Annex provides

supplemental guidance for the financial sector
and the transition to a low er-

for non-financial groups potentially most affected by climate change

carbon economy . The supplemental guidance assists preparers by providing additional context
and suggestions for implementing the recommended disc
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-term adoption. The Task Force expects that
will evolve over time as organizations,

investors, and others contribute to the quality and consistency of the information disclosed.

Box 1

Task Force on Climate -related Financial Disclosures

The Task Force membership, first announced on January 21, 2016, has international representation and
spans various types of organizations, including banks, insurance companies, asset managers, pension

funds, large non -financial companies, accounting and consulting firms, and credit rating agencies
unique collaborative partnership between the users and preparers of financial reports.
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The Task Force is comprised of 32 global members representing a broad range of economic sectors and
financial markets and a careful balance of users and preparers of climate
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https://www.fsb-tcfd.org/publications/final-implementing-tcfd-recommendations



























































































































































































