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IMPROVING CLIMATE-RELATED
FINANCIAL DISCLOSURE

The production of the climate
change related financial
information is becoming a central
issue within the financial industry
for both companies and investors.
While the disclosure practices by
companies have always been
perceived as the key data source
in the transition towards the new
sustainable economic growth
model, the reporting initiatives by
investors appeared quite lately.
 
Both are, however, necessary for
the construction of an efficient
disclosure infrastructure that is
crucial to the greening of the
mainstream financial flows.
 
Corporate climate-related
financial disclosure
Corporate climate-related re-
porting is being developed with
the ambition to trace the
environmental footprint of a
company by using, primarily, the
information published by a
company itself. To better control
potential “greenwashing” risks
and to progress towards a
common disclosure framework
for all companies across sectors,

corporate reporting is being
increasingly overseen by
standardization that can take the
form of:
 
- Mandatory Reporting
Schemes integrated, in different
countries, into different branches
of law: Corporate Law,
Environmental Law, Stock
Exchanges Regulation, etc. One
of the famous examples of such
schemes is the European
Directive 2014/95/EU
supplemented by the Guidelines
on the disclosure of
environmental and social
information that were issued by
the European Commission in
June 2017;
 
- Voluntary-based
Standardization Initiatives
elaborated by various
international organizations:
OECD, CDP, CDSB Climate
Change Reporting Framework,
International Integrated
Reporting Framework, Global
Reporting Initiative, etc. Among
these initiative, one of the
current main political flagships is
the disclosure recommendations 
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issued by the Task Force on
Climate-related Financial
Disclosure (TCFD) established by
the Financial Stability Board (FSB)
in June 2017.
 
When it comes to the reported
climate-related  data, the core
indicator among all the qualitative
and quantitative information
disclosed by companies is the
amount of their greenhouse
gases (GHG) emissions. There are
three levels of GHG emissions-
related information:

Core Elements of Recommended Climate-Related Financial Disclosures
Governance
The organization’s governance around climate-related risks and opportunities
Strategy
The actual and potential impacts of climate-related risks and opportunities on
the organization’s businesses, strategy, and financial planning
Risk Management
The processes used by the organization to identify, assess, and manage
climate-related risks
Metrics and Targets
The metrics and targets used to assess and manage relevant climate-related
risks and opportunities
 

PRINCIPLES FOR EFFECTIVE DISCLOSURES
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Disclosures should represent
relevant information

Disclosures should be specific
and complete

Disclosures should be clear,
balanced and understandable

Disclosures should be
consistent over time

Disclosures should be comparable
among companies within a sector,

industry or portfolio
Disclosures should represent

relevant information
Disclosures should represent

relevant information

Source : FSB TCFD, 2017)
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➞‘Scope 1’ - Direct emissions due
to firms’ activities
 
➞‘Scope 2’ - Emissions related to
a firm’s consumption of
purchased energy
 
➞‘Scope 3’ - Indirect upstream
(supply chain, materials purchase,
etc.) and downstream (use of
products by consumers, end of
product’s life, etc.) emissions
related to products consumption.
 
Other indicators gaining the
ground in current disclosure
practices are those concerning
governance quality, resources
management and climate-related
key performance indicators (KPIs)
of companies.
 
Still, even if reported data
becomes more complete, more
standardized and often
undergoes verification by
independent external auditors;
the development of the corporate
disclosure is still facing some
substantial problems:
 
- There still is a risk of
greenwashing by companies
- In most cases, companies’
strategic targets are neither deep
enough, nor sufficiently long-term
- Data timing, as even the most
up-to-date data disclosed by
companies is at least 1 year late
 
Investors’ climate-related
financial disclosure
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The corporate data is gathered
through surveys, then centralized
and treated by Sustainable &
Responsible Investment (SRI)
analysts: asset managers,
research centers, SRI analytic
agencies, etc.
 
These databases containing
information on climate-related
performance of companies allow
investors to compare companies,
to decide on investments and to
produce a reporting on
environmental risks and impacts
of the investments already made.
By reporting on their investments,
investors search to answer the
question: “Do we invest
sufficiently and efficiently in the
transition to the green economy?” 
 
In response, specific financial
disclosure frameworks of various
binding force are developed on
international and national levels:
 
➞  Voluntary-based disclosure
initiatives  such as the Montréal
Carbon Pledge, the Portfolio
Decarbonization Coalition, the
United Nations Principles for
Responsible Investment (UN PRI),
aiming to measure, disclose and
progress in sustainable
investment activities;
 
➞ Mandatory financial
disclosure schemes for investors.
One of the recent examples of
such schemes is the Article 173 of
the French law on Energy  

Alignment of the Climate-related Disclosure Frameworks

The TCFD recommendations serve as a global foundation for effective
climate-related disclosures. The CDSB Framework helps organizations
integrate and disclose financially material climate and natural capital-
related information into their annual reports. The SASB standards help
organizations to collect, structure, and effectively disclose related
performance data for the material, climate-related risks and opportunities
they have identified.
 
Source: CDSB, 2018

Transition for Green Growth,
which requires institutional
investors to account for how they
integrate climate and
sustainability considerations into
their investment policies.
 
However, if the investors’
reporting pursues the objective to
enhance transparency and
traceability of investments to
allow the greening  of global
financial flows, today, it still has
some considerable drawbacks:
 
-           The existing standardization
frameworks have different reach,
target audience and reporting
requirements that attests the lack
of maturity of disclosure
practices;
 
-           Lack of homogeneity in data
analysis as each analytical agency
has its own methodology;
 
-      Lack of sector specific analysis
and data on unlisted companies
(databases are often limited to the
information on big companies
selected by market capitalization
and only mentioned in major
financial indexes).
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- Carbon Disclosure Project (CDP) runs the global disclosure system that enables companies,
cities, states and regions to measure and manage their environmental impacts.
 
- The Climate Disclosure Standards Board (CDSB) is an international consortium of business

Annex 1 – Key stakeholders & initiatives

and environmental NGOs committed to advancing and aligning the global mainstream corporate reporting model to
equate natural capital with financial capital.
 
- The Financial Stability Board Task Force on Climate-related Financial Disclosure (FSB TCFD) developed
voluntary, consistent climate-related financial risk disclosures for use by companies. TCFD considered the physical,
liability and transition risks associated with climate change.
 
- The Global Reporting Initiative (GRI) is an international independent organization that helps businesses,
governments and other organizations understand and communicate the impact of business on critical sustainability
issues such as climate change, human rights, corruption, etc.
 
- The United Nations Principles for Responsible Investment (UN PRI) works to support its international network of
investor signatories in incorporating environmental, social and governance (ESG)  factors into their  investment and
ownership decisions.
 
- The Montreal Carbon Pledge, launched by the PRI in September 2014, is a pledge for which investors voluntary
commit to measure and publicly disclose the carbon footprint of their investment portfolios on an annual basis.
 
- The Portfolio Decarbonization Coalition (PDC) is a multi-stakeholder initiative that aims to drive GHG emissions
reductions on the ground by mobilizing a critical mass of institutional investors committed to gradually decarbonizing
their portfolios.
 
- Carbon Tracker Initiative is an independent financial think tank which provides in-depth


