Integrating TCFD Reporting into Corporate

Governance: Best Practices

The imperative for businesses to disclose climate-related financial risks has grown significantly in recent
years. The Task Force on Climate-related Financial Disclosures (TCFD) provides a framework for
companies to report on how they are addressing these risks. Integrating TCFD reporting into corporate
governance is a compliance requirement and a strategic advantage. Here are some best practices to
effectively integrate TCFD reporting into your corporate governance framework.

Understanding TCFD Reporting

The TCFD was established in 2015 by the Financial Stability Board (FSB) to develop recommendations for
more effective climate-related disclosures that could promote informed investment, credit, and
insurance underwriting decisions. The TCFD’s framework focuses on four key areas: governance, strategy,
risk management, and metrics and targets. Companies are encouraged to disclose their governance
structures, how they assess climate-related risks and opportunities, their strategic responses, and the
metrics they use to measure these aspects.

1. Board Oversight


https://www.speeki.com/en-AU/solutions/tcfd-reporting

A critical first step in integrating TCFD reporting is ensuring that your board of directors is actively
involved. The board should oversee the company's climate-related risks and opportunities and should
include discussions about these matters in its agenda. This may involve assigning a committee to focus
specifically on sustainability issues, which can help facilitate informed discussions and decision-making at
the highest level.

Action Steps:

e Create a dedicated sustainability committee that includes board members with expertise in
climate-related issues.

e Regularly report to the board on climate-related risks and the company’s progress in addressing
them.

2. Risk Management Framework

Integrating TCFD reporting into your existing risk management framework is essential. Companies should
assess climate-related risks and opportunities as part of their overall risk assessment processes. This
integration helps ensure that climate risks are viewed in isolation and as part of the broader operational
landscape.

Action Steps:

o |dentify climate-related risks that could impact the organisation’s operations, supply chain, and
financial performance.

® Incorporate climate risk assessments into regular risk management practices and ensure they
are evaluated alongside other strategic risks.

3. Strategic Planning

Incorporating TCFD principles into your strategic planning process is crucial for long-term resilience.
Companies should analyse how climate change may impact their business model and adjust their
strategies accordingly. This forward-thinking approach not only helps mitigate risks but can also uncover
new opportunities in the market.

Action Steps:

e Conduct scenario analysis to understand the potential impacts of climate change on your
business under various scenarios (e.g., a 2°C rise in temperature).

e Integrate climate considerations into business planning and decision-making processes,
ensuring alignment with corporate objectives.

4. Stakeholder Engagement



Engaging with stakeholders is vital for effective TCFD reporting. Stakeholders, including investors,
customers, and employees, increasingly demand transparency regarding climate-related risks and
opportunities. Open communication fosters trust and enhances corporate reputation.

Action Steps:

e Solicit feedback from stakeholders on climate-related disclosures and reporting practices.
e Enhance communication about your company’s climate initiatives and progress towards
sustainability goals.

5. Metrics and Targets

Developing appropriate metrics and targets is fundamental to TCFD reporting. Companies should
establish clear metrics for measuring their climate-related performance and set ambitious,
science-based targets. This provides a framework for accountability and allows for effective tracking of

progress over time.
Action Steps:

e |dentify relevant metrics, such as greenhouse gas emissions, energy consumption, and water
usage, that align with TCFD recommendations.

e Set science-based targets for emissions reductions in line with global climate goals and regularly
report on progress toward these targets.

6. Continuous Improvement

Integrating TCFD reporting into corporate governance is not a one-time effort but requires ongoing
commitment and continuous improvement. Companies should regularly review and update their
reporting practices, ensuring they remain aligned with evolving standards and stakeholder expectations.

Action Steps:

o Conduct regular reviews of TCFD reporting practices and governance structures to identify areas
for improvement.

e Stay informed about evolving best practices in TCFD reporting and climate-related disclosures,
adapting your approach as necessary.

Conclusion

Integrating TCFD reporting into corporate governance is essential for organisations looking to navigate
the complexities of climate-related risks and opportunities. As climate change continues to be a
significant concern, aligning corporate governance with TCFD principles is more crucial than ever for
driving responsible business practices and meeting stakeholder expectations.
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