TCFD report: what it is and why it matters
Nowadays it is hard to overestimate the role of climate change in the global economy. We all know how business companies and factories influence on ecological circumstances (global warming, harmful substances etc.). But are we capable of estimating how the climate change itself affect the profits and allocation of capital? What risks it creates and how to deal with them? 
The first serious attempt to answer these questions was made in 2015, when G20 Finance Ministers and Central Bank Governors asked the Financial Stability asked the Financial Stability Board (FSB) to review how the financial sector can take account of climate-related issues. It required taking two aspects of this problem into consideration:
1. Actual risks created by climate change (for instance, rising sea levels for companies located in the coastal zone and, therefore, especially vulnerable in case of natural disasters);
2. Risks of the transition to a new type of low-carbon economy (which is, especially, relevant, for example, for representatives of the oil industry).
That is why the FSB established the Task Force on Climate-related Financial Disclosures (TCFD or Task Force). The main aim was to develop recommendations for more effective climate-related disclosures that could not only promote more informed investment, credit and insurance underwriting decisions, but also enable stakeholders to understand better the concentrations of carbon-related assets in the financial sector and the financial system’s exposures to risks related to climate.
By 2017, the TCFD released climate-related financial disclosure recommendations, designed to help companies provide better information to support informed capital allocation. These recommendations are based on four areas that outline core elements of how companies operate: governance, strategy, risk management and metrics and targets. These spheres are interconnected and include 11 disclosure recommendations.
In governance, companies should:
· describe the board’s oversight of climate-related risks and opportunities
· describe management’s role in assessing and managing climate-related risks and opportunities.
Recommendations in strategy are:
· describe the climate-related risks and opportunities the organisation has identified over the short, medium, and long term
· describe the impact of climate-related risks and opportunities on the organisation’s businesses, strategy, and financial planning
· describe the resilience of the organisation’s strategy, taking into consideration different climate-related scenarios, including a 2°C or lower scenario.
In risk management: 
· describe the organisation’s processes for identifying and assessing climate-related risks
· describe the organisation’s processes for managing climate-related risks
· describe how processes for identifying, assessing, and managing climate-related risks are integrated into the organisation’s overall risk management.
In metrics and targets:
· disclose the metrics used by the organisation to assess climate-related risks and opportunities in line with its strategy and risk management process
· disclose Scope 1, Scope 2, and, if appropriate, Scope 3 greenhouse gas (GHG) emissions, and the related risks
· describe the targets used by the organisation to manage climate-related risks and opportunities and performance against targets.
The main potential benefits associated with implementing the Task Force’s recommendations include:
· easier or better access to capital by increasing investors’ and lenders’ confidence that the company’s climate-related risks are appropriately assessed and managed;
· more effectively meeting existing disclosure requirements to report material information in financial filings:
· increased awareness and understanding of climate-related risks and opportunities within the company, resulting in better risk management and more informed strategic planning;
· proactively addressing investors’ demand for climate-related information in a framework that investors are increasingly asking for, which could ultimately reduce the number of climate-related information requests received.
Nowadays the Task Force’s 31 international members, led by Michael R. Bloomberg, include providers of capital, insurers large non-financial companies, consulting and accounting firms, and credit agencies. It has 3400 supporters from 95 countries all over the world. The top five countries are Japan, United Kingdom, the United States, Australia and France. 
By the way, The UK has already announced its intention to make TCFD-aligned disclosures mandatory across the economy by 2025, with a significant portion of mandatory requirements in place by 2023.
[bookmark: _GoBack]So, the TCFD reports are essential to businesses for their own understanding of long-term climate-related prospects, risks and opportunities. As Michael R. Bloomberg said, such disclosures are the critical tool that helps investors and business leaders to make more informed and sustainable financial decisions, which would definitely strengthen global economy, improve health and address the climate crisis.
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