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Dear Chair Quarles,

It is my pleasure to present the second status report of the Task Force on Climate  -related Financial
Disclosures (TCFD). This report focuses on the continued progress of companies in disclosing information on
climate -relate d risks and opportunities since the release of the final TCFD recommendations in June 2017.

Increasingly, we see evidence and acknowledgement that climate change presents financial risk to the global
economy. According to the United Nations, delays inta  ckling this issue could cost companies nearly $1.2
trillion over the next 15 years.

The relevance of climate -r el at ed ri sks to todayAs financi al deci sions and
have only become clearer and more urgent over the past two year  s. Nearly 800 public - and private -sector

organizations have announced their support for the TCFD and its work, including global financial firms

responsible for assets in excess of $11 8 trillion.

| applaud the recent acknowledgement from the Network for Gr eening the Financial System (NGFS), a group

of 36 central banks and-redategrisks aré sssourcs of finanbia risk [d@nd it] fallma t e

squarely within the mandates of central banks and supervisors to ensure the financial system is resil ient to

these risks.j As one of their six key recommendations to fos
highlighted the importance of disclosure and encouraged companies to disclose in line with the TCFD

recommendations.

In this report, the Task For ce finds that important progress is being made. Our review of over 1,000

companies showed that, for some recommended disclosures, the percentage of companies disclosing
information increa sed up to nearly 15% over a two -year period. The results of our surve vy indicate that many
companies are putting significant thought and effort into implementing the recommendations, and that many
investors have seen this work pay off in the form of increases in the availability and quality of disclosure.

However, progress must be accelerated. TodayAs disclosures remain far
channel investment to sustainable and resilient solutions, opportunities, and business models. | believe in the
power of transparency to spur action on climate change th  rough market forces.

The Task Force remains committed to market transparency and stability. Over the next year we look forward
to continuing to encourage and facilitate implementation of the TCFD recommendations, to making further
progress on this critica | work, and to providing you with a third status report next year. Thank you for your
support of the Task Force.

Sincerely,

Sk

Michael Bloomberg
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Executive Summary

In June 2017, The Task Force on Climate -related Financial Disclosu res (Task Force or TCFD)
released its final recommendations (2017 report), which provide a framework for companies and
other organizations to develop more effective climate -related financial disclosures through their
existing reporting processes.* In its 2017 report, the Task Force emphasized the importance of
transparency in pricing risk? including risk related to climate change ? to support informed,
efficient capital -allocation decisions .? The large-scale and complex nature of climate change
makes it uniquely challenging, especially in the context of economic decision making.

Furthermore, many companies incorrectly view the implications of climate change to be relevant
only in the long term and, therefore, not necessarily relevant to decision s made today . Those
views, however, have begun to change.®

A Call to Action

Based on a recent report issued by the Intergovernmental Panel on Climate Change , a global

group of climate scientists convened by the United Nations , urgent and unprecedented cha nges

are needed to meet the goals of the Paris Agreement. “* The report warns limiting the global

average temperatureto amaximumof 1. 5° C 3r equi r e {remdhingtrangiiodssinand f ar

energy, land, urban and infrastructure [systems] (including transp  ort and buildings), and

i ndustr i allnfetyasdordimydo.ajrecent United Nations Environment Programme  report

on emissions, global greenhouse gas emissions have to peak by 2020 and decline rapidly

thereafter to limit the increase in the global av  erage temperature to no more than 1.5°C  above
pre-industrial levels ‘“However, based on current policies and commit
not even estimated to peak by 2030 ?1 et al one by 2020.j Aadpavateesul t, gove
sector entities are considering a range of options for reducing global emissions, which could

result in disruptive changes across economic sectors and  regions in the near term.

Limiting the global average temperature requires Japid and far -reaching
transitions in land, energy, industry, buildings, transport, and cities f’

Figure E1 (p. iii) illustrate s the level of impact and risk on people, economies , and ecosystems

associated with global average temperature increases. Importantly, four of the five categories of

ri sk have increased since 2014 J9Naveneockthamevemtid t i pl e | i nes
critical for companies to consider the impact of climate change and associated mitigation and

adaptation efforts on their strategies and operations and disclose related material information.

Companies that invest in activities tha t may not be viable in the longer term may be less resilient

to risks related to climate change ; and their investors may experience lower financial returns.

dn this report, the Task Force uses the term Jdcompani esj dgersancdssetr t o enti
owners, including public - and private -sector pension plans, endowments, and foundations.

In December 2015, the Financial Stability Board established the Task Force on Climate -related Financial Disclosures to develop voluntary,

consistent climate -related financial disclosures that would be useful in understanding material risks related to climate change.

For example, r ising global average temperatures are increasing the frequency and severity of extreme weather events, with combined

insured losse s related to natural catastrophes of $219 billion in 2017 and 2018, the highest ever for a two -year period (Swiss Relnstitute,

Natural catastrophesand man-made di sasters in 2018: 3s,Apribl0,Ra@lL.y j perils on the frontlin
Intergovernmental Panel on Climate Change, Summary for Policymakers: Global Warming of 1.5°C, October 2018.

United Nations Framewor k Con Vierraris Agreeneem, iC| D ena 80&th @HeathedgParis Agreement, nearly 200
governments have agreed to strengthen the response to the t hagetarperef cl i m
ature to well below 2°C above pre -industrial levels and to pursue efforts t o limit the temperature increase to 1.5°C abovepre -i ndustr i al | ev
United Nations Environment Programme,  The Emissions GapReport 2018, November 2018.

Intergovernmental Panel on Climate Change, JPress Release: Summary for Policymakers: Global Warming of 1.5°C j October 8, 2018.

Ibid and Intergovernmental Panel on Climate Change, Fifth Assessment ReportCambridge University Press, 2014.
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https://www.swissre.com/dam/jcr:c37eb0e4-c0b9-4a9f-9954-3d0bb4339bfd/sigma2_2019_en.pdf
https://www.ipcc.ch/site/assets/uploads/sites/2/2018/07/SR15_SPM_version_stand_alone_LR.pdf
http://unfccc.int/files/essential_background/convention/application/pdf/english_paris_agreement.pdf
http://wedocs.unep.org/bitstream/handle/20.500.11822/26895/EGR2018_FullReport_EN.pdf?sequence=1&isAllowed=y
https://www.ipcc.ch/site/assets/uploads/2018/11/pr_181008_P48_spm_en.pdf
http://www.ipcc.ch/report/ar5

Compounding the effect on longer -term returns is the risk that present valuations do not
adequately factor in climate -related risks because of insufficient information. As such, investors
need better information on how companies ? across a wide range of sectors ? have prepared or
are prepa ring for a lower -carbon economy; and those companies that meet this need may have a
competitive advantage over others

Figure E1
Level of Impact and Risk Associated with Temperature Increases
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See Intergovernmental Panel on Climate Change5;ummary for Policymakers: Globa \Warming of 1.5°C for more information,
including definitions of terms used.

In addition , there is a growing demand for decision -useful, climate -related financial information

by investors. There are likely many factors driving investor demand, ranging from European

regulations requiring certain investors to disclose climate -related information to weather -driven

events resulting in significant financial impacts and leading investors to seek b etter information

on their exposure to climate -related risks. ° As evidence of this demand , more than 340 investors

with nearly $34 trillion i n assets under management have committed t o engage the worl dAs
largest corporate greenhouse gas emitters to strengt  hen their climate -related disclosures by

implementing the TCFDrecommendations as part of Climate Action 100+ .*°

There is also growing interestin climate -related financial disclosures by financial regulators. In
April, the Network for Greening the Financia | System (NGFS)} comprised of 36 central banks and
supervisors and six observers, representing five continents ? issued six recommendations aimed
at facilitating the role of the financial sector in achieving the objectives of the Paris Agreement

One of the recommendations is to achieve robust and internationally consistent climate and
environment -related disclosure; and the NGFS Jencourages all companies issuing public debt or
equity as well as financial sector institutions to disclose in line wi  th the TCFD recommendations. §*

9 For example , see F r a n drécle 473-VI of the Law on Energy Transition for Green Growth EU DOrective on the activities and supervision of
institutions for occupational retirement provision ,andt he Uni t ed CKiamgdaogmMAyg and strengthening trusteesA
10 see Climate Action 100+ .

1 NGFS,A call for action: Climate change as a source of financial risk, April 17, 2019.
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https://www.legifrance.gouv.fr/eli/loi/2015/8/17/DEVX1413992L/jo#JORFARTI000031045547
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016L2341&rid=9.
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016L2341&rid=9.
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/739331/response-clarifying-and-strengthening-trustees-investment-duties.pdf
http://www.climateaction100.org/
https://www.banque-france.fr/sites/default/files/media/2019/04/17/ngfs_first_comprehensive_report_-_17042019_0.pdf
https://www.ipcc.ch/site/assets/uploads/sites/2/2018/07/SR15_SPM_version_stand_alone_LR.pdf

Climate -Related Financial Disclosure Practices

As part of its efforts to promote adoption of the recommendations, the Task Force prepared this
status report to provide an overview of current disclosure practices as they re late to the Task
Force/A\ ;ecommendations , highlight key challenges associated with implementing the
recommendations, and outline  some of the efforts the Task Force will consider undertaking in
coming months to help address some of the implementation challe  nges.

To better understand current climate -related financial disclosure practices and how they have

evolved, the Task Force reviewed ? using artificial intelligence technology ? reports for over 1,000

large companies in multiple sectors and regions over a three  -year period. In addition, the Task

Force conductedasurvey on compani esA efforts to implement the TCFI
as usersA views on t hrelated §inarfcial ldisceosues far Hecision i-nmakirtg e

While the Task Force found some of the results of its disclosure review and survey encouraging , it

is concerned that not enough companies are disclosing  decision-useful climate -related financial

information . This could be problematic for financial markets if market participants do not have

sufficient information about  the potential financial impact of climate -related issues on companies.

Table E1l summarizest he key themes and findings from the Task For
survey results.

Table E1

Key Themes and Findings

Disclosure of climate -related financial information has increased since

2016, but is still in sufficient for investors. Based on the TCFD survey, the artificial
intelligence review, and input from external initiatives, the Task Force sees progress being
made to improve the availability and quality of climate  -related financial information.
However, given the speed at which changes are needed to limit the rise in the global
average temperature ? across a wide ra nge of sectors ? more companies need to consider
the potential impact of climate change and disclose material findings.

More clarity is needed on the potential financial impact of climate -related
issues on companies. The top area identified by users of cI imate -related financial
disclosures as needing improvement is for companies to provide more clarity on the
potential financial impact of climate -related issues on their businesses. Without such
information, users may not have the information they need to m ake informed financial
decisions.

Of companies using scenarios, the majority do not disclose information on

the resilience of their strategies. Three out of five companies responding to the
TCFD survey that view climate -related risk as material and use scenario analysis to assess
the resilience of their strategies do  not disclose information on the resilience of their
strategies. This is an important gap in disclosure for companies with material climate -
related risks, but it is consistent with th
various companies, industr y associations, and other groups that companies are still early
in the process of using climate -related scenarios internally, evolving their approaches, and
learning how to integrate scenarios into corporate strategy formulation processes.

Mainstreaming climate -related issues requires the involvement of multiple
functions. While sustainability and corporate responsibility functions are the primary
drivers of TCFD implementation efforts, risk management, finance, and executive
management are increasingly involved as well. The Task Force believes involvement of
multiple functions is critical to mainstreaming climate  -related issues, especially the
involvement of the risk management and finance functions.

In addition, Figure E2 (p. vi) provides a summary of additional themes and findings from this
report , and Section A.2. Purpose of Report pr ovi des an overview of the report/
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Overall, the Task Force found signs of progress in implementing the recommendations  among
companies traditionally engaged on climate -related issues. These companies demonstrate that
disclosing climate -related information consistent with the TCFD recommendations is possible and
is a journey of continuing improvement.  Given the urgent and unprecedented changes needed to
meet the goals of the Paris Agreement , the Task Force is concerned that not enough companies
are disclosing information about their climate  -related ri sks and opportunities.

The Task Force strongly encourages more companies to use its recommendations as a framework
for reporting on climate -related risks and opportunities , especially companies with material
climate -related risks. Companies in early stages of evaluating the impact of climate change on
their businesses and strategies and those that have determined climate -related issues are not
material are encouraged to disclose information on their ~ governance and risk management
practices. *” To accelerate the disclosure of consistent, comparable, reliable, and clear climate -
related financial information, the Task Force encourages investors and other users of such
information to engage with companies on the specific types of information that are most useful
for decision making.

The Task Force has often highlighted that implementation of its recommendations would be a
journey, and it applauds those who have started down the path. The Task Force urges those
companies to continually improve the quality and usefu Iness of their climate -related financial
disclosures. For those companies that are Jiloti n gj r eipteynally,iitis gmeto begin
disclosing; and f or those who have not started , now is the time.

Next Steps

The Task Force believes its climate -related financial disclosures review and survey results

highlight the need for continued efforts to support implementation of the recommendations,

especially in terms of companies using scenario analysis to assess the re  silience of their strategies
under a range of plausible future climate states. As such, over the next several months, the Task
Force will continue to promote and monitor adoption of its recommendations and will prepare

another status report for the Financi  al Stability Board in September 2020. In addition, the Task
Force is considering additional work in the following areas:

AClarifying el ements of the Task ForceAs suppl ement al
2017 report ( Implementing the Recommenda tions of the TCFD),

A Developing process guidance around how to introduce and conduct climate -related scenario
analysis, and

A ldentifying business -relevant and accessible climate -related scenarios.

The Task Force believes the success of its recommendations depends on  continued , widespread

adoption by companies in the financial and non -financial sectors. Through widespread adoption,

climate -related risks and o pportunities will become a natural part of companies\N r i sk management
and strategic planning processes. As t hi s occurs, companiesA and investor
financial implications associated with  climate change will grow , information will become more

useful for decision making, and risks and opportunities  will be more accurately priced, allowing

for the more efficient allocation of capital and contributing to a more orderly transitionto a low -

carbon economy .

2 The Task Force understands many investors want insight into the governance and risk management context in which companies' fi nancial
and operating results are achieved. The Task Force believes disclosures that follow its Gover  nance and Risk Management recommendations
directly address this need for context.
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Figure E2

2019 TCFD Status Report: Additional Themes and Findings

inues to Grow

36

central banks

investors with /supervisors
nearly $ 34 trillion in encourage TCFD
AUM are askin i
companies and other companies tog reporting
organizations committed reportunder TCFD 180

to support TCFD out of 198 preparer
survey respondents governments .
have decided to Support TCFD:

implement TCFD Belgium, Canada,
France, Sweden,

and the UK

Implementing the TCFD Recommendationsis a

Based on an Al review of reports for over 1 y 100
companies, disclosure of climate  -related financial
information is growing , but not fast enough.

374 Financial 291 Al

Top Survey Findings for Preparers

Have decided to 3fullyj or 3partial
implement the recommendations

Plan to complete
implementation
Number of recommended within three years

disclosures addressed

el -

5 60%

3.6 Consider climate -
related issues to be
material today or in

2016 2017 2018 Goal Goal next 1-2 years

average number no material with material
per company climaterisk climate risk

Top Survey Findings for Users and Other Respondents

Cited an increase in the availability of climate -
The TCFD survey received 485 responses, including related financial disclosures
198 from companies preparing disclosures . Preparers
identified several challenges in implementing TCFD:

Use climate -
related financial
disclosures in
decision making
processes

Climate isembeddedin processesand is 49%

challenging to discuss separately in disclosures

Disclosing assumptions is difficult because they 0
include confidential business information 46 A)

Cited improvements
in the quality of
disclosures

There is a lack of standardized metrics for our 0
industry 42 A)

The Task Force Continues to Support

The Task Force is considering additional work in the areas described below and possibly in other areas in the
coming months.

Clarifying el ements
supplemental guidance contained in the
annextoits 2017 report

Identifying business -relevantand accessible
climate -related scenarios

Developing process guidance around how to
introduce and conductclimate -related
scenario analysis

Developing a third TCFD status report
(September2020 )
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A Introduction

1. Background on the Task Force

In April 2015, the G20 Finance Ministers and Central Bank Governors aske d the Financial Stability
Board to convene public - and private -sector participants and 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

insura nce underwriting decisions and improve understanding and analysis of climate -related
risks. 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 or TCFD).“ 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 29-member Task Force is global; and its
members were selected by the Financial Stability Board and come from various organizations,
including large banks, insurance companies, asset managers, pension funds , large non -financial
companies , accounting and consulting firms, and credit rating agencies . See Appendix 1 for a list

A of current Task Force members .
Introduction

The Task ForceAs Recommendati ons

B

State of Climate -Related
Financial Disclosures

C
Adoption and Use of the

On June 29, 2017, the Task Force released
its Final Report: Recommendations of the
Task Force on Climate -related Financial
Disclosures (2017 report). The report is

Figure 1

Key Features of Recommendations

- Adoptable by all organizations

TCFD Recommendations centered on four widely adoptable

D recommendations on climate -related
financial disclosure s that are applicable to
both non -financial and financial companies
across industries and jurisdiction s

E (Figure 1). Importantly, the Task Force

User Perspectives on believes asset managers and asset owners
should implement the recommendations
Large asset owners and asset managers sit
at the top of the investment chain and, therefore, have an important role to play in influencing
the companies in which they invest to provide better climate  -related financial disclosures.

Designed to solicit decision -useful, forward -
looking information on potential financial

Disclosure of Strategy impacts of climate change
Resilience Using Scenario

Analysis Brings the 3f wlmate-ecjatech at

issues into the present through scenario
analysis

Strong focus on risks and opportunities related
to the transition to a lower -carbon economy

Decision-Useful Climate -
Related Financial

Disclosures

F
Initiatives Supporting

TCFD . . .
The Task Force structured its recommendations around four thematic areas that represent core

elements of how companies operate : governance, strategy, risk management , and metrics and
targets. The four overarching recommendations are supported by 11 recommended disclosures
that build out the framework with information that will help investor s and others understand how
reporting companies assess climate -related risks an d opportunities (Figure 2, p. 2). In addition,
there is guidance to support all companies in developing climate -related financial disclosures
consistent with the recommendations and recommended disclosures.  For the financial sect or 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. T he Task Force/ guidance and supp lemental guidance is included in Implementing
the Recommendati ons of the Task Force on Climate -related Financial Disclosures (Annex).

Appendices

13 3communiqué from the G20 Finance Ministers and Central Bank Governor 2015.

14 F S BFSB & establish Task Force on Climate -related Financial Disclos ures, j

s Meeting in Washington, D.C. April 16 -17, 2015, i
December 4, 2015.

April
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https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-TCFD-Report-062817.pdf
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http://www.fsb-tcfd.org/wp-content/uploads/2016/01/12-4-2015-Climate-change-task-force-press-release.pdf

Figure 2
Recommendations and Supporting Recommended Disclosures

Risk Management

Di sclose the orga

governance around climate -
related risks and opportunities.

Disclose the actual and potential
impacts of climate -related risks

and opportunities on the

organi zati onAs bu
strategy, and financial planning
where such information is

material .

Disclose how the organization
identifies, assesses, and manages
climate -related risks.

Disclose the metrics and targets
used to assess and manage
relevant climate -related risks and
opportunities where such
information is material

ayDescribe the

of climate -related risks and

opportunities.

a) Describe the climate -related
risks and opportunities the
organization has identified over
the short, medium, and long
term.

ayDescribe the orc¢

processes for identifying and
assessing climate -related risks.

a) Disclose the metrics used by the
organization to assess climate -
related risks and opportunities
in line with its strategy and risk
management process.

by Descri be manager

assessing and managing
climate -related risks and
opportunities.

b) Describe the impact of climate -
related risks and opportunities
on the organizat
businesses, strategy, and
financial planning.

b) Descri be the orc¢

processes for managing
climate -related risks.

b) Disclose Scope 1, Scope 2, and,
if appropriate, Scope 3
greenhouse g as (GHG)
emissions, and the related risks.

c) Describe the resilience of the

~

organi zati onAs ¢

into consideration different
climate -related scenarios,
including a 2°C or lower
scenario.

c¢) Describe how processes for
identifying, assessing, and
managing climate -related risks
are integrated into the
organi zationAs
management.

c) Describe the targets used by
the organization to manage
climate -related risks and
opportunities and pe rformance

against targets.

~
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Disclosure in Mainstream Financial Filings

The Task Force recommends that preparers of climate

disclosures in their mainstream (i.e., public)

companies with public debt or equity have a legal obligation
their financial filings ? including material climate -related information.

-related financial disclosures provide such
annual financial filings. ** In most G20 jurisdictions,

to disclose material information in
The Task Force believes

climate -related issues are or could be material for many companies, and its recommendations
should be useful to companies in complying more effectively with existing disclosure obligations.

Importantly, companies should make financial disclosures in accordance with their national

disclosure requirements.

If certain elements of the recommendations are incompatible with

national disclosure requirements for financial filings , the Task Force encourages companies to
disclose those elements in other official company reports

distributed and available to investors and others, and subject to int

that are issued at least annually, widely
ernal governance processes

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

The Task Force recognizes reporting by asset managers and asset owners is intended to satisfy
the needs of clients, beneficiaries, regulators, and oversight bodies and follows a format that is

generally different from corporate financial reporting. For pur

poses

recommendations, asset managers and asset owners should use their existing means of financial

reporting to their clients and beneficiaries

where relevant and where feasible.

The Task Force believes that clima te-related financial disclosures should be subject to appropriate

internal governance processes. Since these disclosures should be included in
filings , the governance processes should be similar to those used for existing financial

and would likely involve review by the chief
financial officer and audit committee, as
appropriate.

Principles for Effective Disclosures

To underpin its recommendations and help
guide current and future developments in
climate -related financial reporti ng, the Task
Force developed seven principles for
effective disclosure ( Figure 3), which are
described more fully in the 2017 report.
When used by companies in preparing their
climate -related financial disclosures, these
principles can help achieve high -quality and
decision -useful disclosures that enable users
to understand the impact of climate change
on companies. The Task Force encourages
companies to consider these principles as
they develop climate -related financial
disclosures.

The Task ForceAs

Figure 3
Principles for Effective Disclosur  es

1

annual financial
reporti ng

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 be reliable, verifiable,
and objective

Disclosures should be provided on a timely
basis

d i sardely consistent wittr iritemnationally aceeptedr e |

frameworks for financial reporting and are generally applicable to most providers of financial
disclosures. The principles are designed to assist companies in making clear the linkages between
climate -related issues and their governance, strategy, risk management, and metrics and targets.

5 Financial filings refer to the annual reporting packages in which organizations are required to deliver their audited financi
corporate, compliance, or securities laws of the jurisdictions in which they opera

al results under the
te. While reporting requirements differ internationally, financial

filings generally contain financial statements and other information such as governance statements and management commentary.
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2. Purpose of Report

In February 2017, the Financial Stability Board welcomed a proposal by the Task Force to continue

its work until at least September 2018 to focus on promoti ng and monitoring adoption of the

recommendations by companies. *° As part of its efforts to promote and monitor adoption of the

recommendations, the Task Force prepared a status report for the FSB, published on September

26, 2018. In its press release announcing the 2018 status report , the FSB noted that it asked the

Task Force to publish a further status report in June 2019  to allow for analysis of disclosures made

in 2018 financial reports. Thisreport?t he Task ForceAs ?20vdés(l9 anat us report
overview of disclosur e practices that are aligned witowerdad he Task Fo
three -year period , (2) information on the adoption and use of the TCFDr ecommendations , and (3)

other information to  support preparers in implementing the recommendations

The remainder of this report is organized as follows:

A State of Climate -Related Financial Disclosures.  This section provides an overview of the
current state of climate -related financial disclosures in terms of their alignment with the TCFD
recommendations acro ss different industries and highlights how such disclosures have
changed over a three -year period. It also includes examples of disclosures that provide
information aligned to one or more of the 11 recommended disclosures

A _ A Adoption and Use of the TCFD Reco mmendations. This section summarizes the results of

niroduction a survey on companiesA efforts to implement the TCFD
views on the usefulness of available climate -related financial disclosure s for financial
decision -making.

A Disclosure of Strategy Resilience Using Scenario Analysis . This section highlights the use
of scenario analysis by companies for assessing the resilience of their strategies as well as
trends and potential challenges facing companies in disclosing information about the
resiliency of their strategies to a range of climate -related scenarios.

A User Perspectives on Decision -Useful Climate -Related Financial Disclosures.  This section
describes the types of information individual investors and analysts (users) look for in
climate -related financial disclosures and provides examples of disclosures that, consistent
with the TCFD recommendations, those individual users view as providing decision  -useful
information.

A Initiatives Supporting TCFD.  This section describes various initi atives aimed at supporting
preparers and users of climate -related financial disclosures.

A Appendices . These sections provide supplemental information on the Task Force, the
methodology for its review of disclosures, a glossary of terms, and references.

16 F S BFSB dssesses implementation progress and effects of reforms February 28, 2017.
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B State of Climate-Rdated Financial Disclosures

The TCFD received feedback that the baseline information on climate
in its 2018 status report was helpful for companies implementing the TCFD recommendations. In
addition, users, preparers, and others ha ve expressed interest in understanding changes in
climate -related financial disclosures over time, particularly as many companies have now had a
full reporting cycle to implement the TCFD recommendations since their release in June 2017.
Therefore, the Tas k Force undertook a second reviewof c ompani es A cliregpecrelated
financial information using artificial intelligence (Al) technology. *” To better a ssess the current
state and evolution of climate -related financial disclosures, the Task Force revi ewed the reports
over 1,100 companies for three years: 2016, 2017, and 2018.

In addition, a small group of Task Force members selected examples of disclosure that provide
information aligned to one or more of the 11 recommended disclosures. The Task For
include examples from a geographically diverse set of companies and to cover all 11
recommended disclosures. The examples incl
nor demonstrate disclosures that fully meet the associated
the examples are provided because they may help companies generate ideas for their own
disclosures.

ud

1. Scope and Approach

This section provides a brief summary of the scope and approach used to
2016, 2017, and 2018 reporting wi t h t he Task
information on the Task
Review Methodology .

assess the alignment

The Task Force reviewed financial filings , annual
reports, integrated reports, and sustainability

reports of over 1,100 companies from 142

countries in eight industries ( Figure 4).*° Six of the
eight industries align with groups highlighted in  the
Task For ceAsBa2kng, hsuramcg or t :
Energy, Materials and Buildings, Transportation,

and Agriculture, Food, and Forest Products . To
incorporate additional companies that may be
exposed to climate -related risks, two additional
industries were added to the review ? Technology
and Media and Consumer Goods. The scope of the
review was also broadened to include multiple

years of reporting rather than the approach taken
inthe Ta s k F 20L8cswmtdsgeport in which only
the most recently available disclosures were
assessed.”

Figure 4
Al Review Population

Size

Industry Number

Banking 104

Insurance 147

Energy 128

Materials and Buildings 213

Transportation 223

Agriculture, Food, and 166

Forest Products
Technology and Media 63
Consumer Goods 82

Total

The Task Force identified an initial review
population of over 2,500 companies spread across the eight industries. Companies that did not
have annual reports available for review in all three years were removed from the population to

7 The Task Force gratefully acknowledges the work of PwC and the efforts led by Richard Berriman, Joaee Chew, Anna Nicholas,
Barnsley from PwC in developing, refining, and providing results from the Al technology review.

8 The mention of specific companies does not imply that they are endorsed by the TCFD or its members in preference to others of
nature that are not mentioned.

19 The Task Force used revenue to identify the largest public companies in non
companies.

20 The industries and companies reviewed in the 2019 status report are different than
results for 2018 and 2019 are not directly comparable.

-related financial disclosure s

for
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recommended disclosure. *¢ Instead,
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and Will

a similar

-financial industries and total assets for banks and insurance

those reviewed in the 2018 status report, therefore,
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ensure a consistent pop ulation of companies and comparable reporting across all three years.
Because the Task Force was asked to deliver the 2019 status report by early June 2019, not all

2018 annual reports were available at the time of review.  This significantly reduced the nu mber of
companies from the initial population that could be included in the Al review . Companies were
also removed from the initial population if they did not have annual reports available in English in

all three years, which further reduced the number of companies included in the Al review. This
approach resulted in a final review population of 1,126 companies.

Similar to the approach used to review climate -related financial disclosures for the 2018 status

report, t he Task Force again used Al technology tor evi ew ¢ o mp a nTheAlfechmobgyor t s

was used to review nearly 8,000 reports from the 1,126 companies and determine whether the

reports i ncl uded information that appeared to align with on
recommended disclosures. Importantly, this approach was not designed to assess the quality of

compani es Aelaied finamaat desclosures, but rather to provide an indication of the

alignment of existing disclosures with t*he Task ForceAs

Also consistent with the approach used in developing the 2018 status report, asset managers and
asset owners were excluded from the Alreview because, in many cases, the types of reports
needed for analysis are not publicly available . However, because asset manager s and asset
owners play an important role in the investment chain, the Task Force reviewed the aggregate
responses of 349 asset managers and 131 asset owners to the United Nations Principles of
Responsible Investment (UN PRI) 2018 signatory assessment. The results of this review are
described in Section B.4. TCFD-Aligned Reporting by Asset Managers and Asset Owners

B
State of Climate -Related
Financial Disclosures

2. Key Takeaways

This section summarizes the overall results and takeawe
C 0 mp a n2016,2@7,and 2018 r eports for alignment with the Task For
disclosures .

Many companies disclose some climate -related information, b~ ut more progress is needed

Overall, the Al review results indicate that while climate  -related financial disclosure has increased
since 2016, only around 25% of companies disclosed information aligned with more than five of

the 11 recommended disclosures and only 4% of companies disclosed information aligned with at
least 10 of the recommended disclosures. As described inthe  Executive Summary , given the
speed at which changes are needed to limit the rise in the global average temperature ? across a
wide range of sectors ? more companies need to consider the potential impact of climate change

on their businesses, strategy, and financial planning and disclose material findings.

The percentage of companies disclosing climate -related information has increased, but
overall is low . The Al review of available reports found that the percentage of companies
disclosing inf ormation aligned w ith the TCFD recommendations increased between 2016 and
2018 for all of the 11 recommended disclosures. Figure 5 (p. 8) shows the overall review results
for each TCFD recommended disclosure .

The greatest increase in the percent age of companies disclosing relevant information ~ from 2016
to 2018 ? 10%? was found for disclosure of climate -related risks and opportunities (Strategy @
and the impact of climate -related risks and opportunities onthe ¢ o mp astbysifesses, strategy,
and financ ial planning (Strategy b) However, the percent age of companies disclosin g information
on the resilience of their strategies , taking into consideration different climate  -related scenarios,
including a 2°C or lower scenario (Strategy g increased only 3 % over the same time period.

gt is important to recognize the confidence of the AU t etlhecanimenged i n i den:
disclosures varies for each recommended disclosure, as described in ~ Appendix 2: Disclosure Selection and Review Methodology .
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Importantly , the percentage of disclosure is not greater than 50% for any recommended

disclosure, even those related to governance and risk management,  which the Task Force
recommends all companies disclose. In fact, the recommend ed disclosures related to governance
and risk management have the lowest percentages of disclosure with the exception of Strategy c).
As part of the 2018 TCFD survey, some preparers noted challenges disclosing information related

to these recommendations b  ecause climate -related issues are integrated into company -wide
governance and risk management processes, making separate disclosure unnecessary. See

Section C. Adoption and Use of the TCFD Recommendations for more information.

Figure 5

TCFD-Aligned Disclosures by Year

Recommended
Disclosure

Recommendation % Change

2016-2018

% of Companies that Disclose Information A
Recommended Di sclosures

ligned with TCFD

Legend: | Percentage of companies that disclosed information aligned with TCFD recommended disclosures in 2018

The average number  of recommended disclosures
per company has increased . The Al review found the
average number of the 11 recommended disclosures
addressed by companies in their public reports grew
each year between 2016 and 2018, from 2.8 in 2016,
t03.1in 2017, and to 3.6 in 2018, as shown in  Figure
6. Similarly, in 2016, 70% of companies in the review 2016 2.8
population disclose d information aligned with — at least S
one of the T a s k F m®esomneendstions, and that
number grew to 78% in 2018.

Figure 6
Recommended

Disclosures per Company

Year Average Number Disclosed

2017 3.1
2018 3.6
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