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Appendix 3: Fundamental Principles for Effective Disclosure
To underpin its recommendations and help guide current and future developments in climaterelated financial reporting, the Task Force developed a set of principles for effective
disclosure.63 As understanding of, and approaches to, climate-related issues evolve over time,
so too will climate-related financial reporting. These principles can help achieve high-quality
and decision-useful disclosures that enable users to understand the impact of climate change
on organizations. The Task Force encourages organizations adopting its recommendations to
consider these principles as they develop climate-related financial disclosures.
The Task Force’s disclosure principles are largely consistent with other mainstream,
internationally accepted frameworks for financial reporting and are generally applicable to
most providers of financial disclosures. They are informed by the qualitative and quantitative
characteristics of financial information and further the overall goals of producing disclosures
that are consistent, comparable, reliable, clear, and efficient, as highlighted by the FSB in
establishing the Task Force. The principles, taken together, are designed to assist
organizations in making clear the linkages and connections between climate-related issues
and their governance, strategy, risk management, and metrics and targets.
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Disclosures should be eliminated if they are immaterial or redundant to avoid obscuring
relevant information. However, when a particular risk or issue attracts investor and
market interest or attention, it may be helpful for the organization to include a
statement that the risk or issue is not significant. This shows that the risk or issue has
been considered and has not been overlooked.
Disclosures should be presented in sufficient detail to enable users to assess the
organization’s exposure and approach to addressing climate-related issues, while
understanding that the type of information, the way in which it is presented, and the
accompanying notes will differ between organizations and will be subject to change over
time.
Climate-related impacts can occur over the short, medium, and long term. Organizations
can experience chronic, gradual impacts (such as impacts due to shifting temperature
patterns), as well as acute, abrupt disruptive impacts (such as impacts from flooding,
drought, or sudden regulatory actions). An organization should provide information
from the perspective of the potential impact of climate-related issues on value creation,
taking into account and addressing the different time frames and types of impacts.
Organizations should avoid generic or boilerplate disclosures that do not add value to
users’ understanding of issues. Furthermore, any proposed metrics should adequately
describe or serve as a proxy for risk or performance and reflect how an organization
manages the risk and opportunities.

These principles are adapted from those included in the Enhanced Disclosure Task Force’s “Enhancing the Risk Disclosures of Banks.”
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Principle 2: Disclosures should be specific and complete
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To be sufficiently comprehensive, disclosures should contain historical and futureoriented information in order to allow users to evaluate their previous expectations
relative to actual performance and assess possible future financial implications.
For quantitative information, the disclosure should include an explanation of the
definition and scope applied. For future-oriented data, this includes clarification of the
key assumptions used. Forward-looking quantitative disclosure should align with data
used by the organization for investment decision making and risk management.
Any scenario analyses should be based on data or other information used by the
organization for investment decision making and risk management. Where appropriate,
the organization should also demonstrate the effect on selected risk metrics or
exposures to changes in the key underlying methodologies and assumptions, both in
qualitative and quantitative terms.

Principle 3: Disclosures should be clear, balanced, and understandable
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An organization’s reporting should provide a thorough overview of its exposure to
potential climate-related impacts; the potential nature and size of such impacts; the
organization’s governance, strategy, processes for managing climate-related risks, and
performance with respect to managing climate-related risks and opportunities.



Disclosures should be written with the objective of communicating financial information
that serves the needs of a range of financial sector users (e.g., investors, lenders,
insurers, and others). This requires reporting at a level beyond compliance with
minimum requirements. The disclosures should be sufficiently granular to inform
sophisticated users, but should also provide concise information for those who are less
specialized. Clear communication will allow users to identify key information efficiently.
Disclosures should show an appropriate balance between qualitative and quantitative
information and use text, numbers, and graphical presentations as appropriate.
Fair and balanced narrative explanations should provide insight into the meaning of
quantitative disclosures, including the changes or developments they portray over time.
Furthermore, balanced narrative explanations require that risks as well as opportunities
be portrayed in a manner that is free from bias.
Disclosures should provide straightforward explanations of issues. Terms used in the
disclosures should be explained or defined for a proper understanding by the users.

Principle 4: Disclosures should be consistent over time




Disclosures should be consistent over time to enable users to understand the
development and/or evolution of the impact of climate-related issues on the
organization’s business. Disclosures should be presented using consistent formats,
language, and metrics from period to period to allow for inter-period comparisons.
Presenting comparative information is preferred; however, in some situations it may be
preferable to include a new disclosure even if comparative information cannot be
prepared or restated.
Changes in disclosures and related approaches or formats (e.g., due to shifting climaterelated issues and evolution of risk practices, governance, measurement methodologies,
or accounting practices) can be expected due to the relative immaturity of climaterelated disclosures. Any such changes should be explained.
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Principle 5: Disclosures should be comparable among organizations within a sector,
industry, or portfolio






Disclosures should allow for meaningful comparisons of strategy, business activities,
risks, and performance across organizations and within sectors and jurisdictions.
The level of detail provided in disclosures should enable comparison and benchmarking
of risks across sectors and at the portfolio level, where appropriate.
The placement of reporting would ideally be consistent across organizations—i.e., in
financial filings—in order to facilitate easy access to the relevant information.

Principle 6: Disclosures should be reliable, verifiable, and objective
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Future-oriented disclosures will inherently involve the organization’s judgment (which
should be adequately explained). To the extent possible, disclosures should be based on
objective data and use best-in-class measurement methodologies, which would include
common industry practice as it evolves.
Disclosures should be defined, collected, recorded, and analyzed in such a way that the
information reported is verifiable to ensure it is high quality. For future-oriented
information, this means assumptions used can be traced back to their sources. This
does not imply a requirement for independent external assurance; however, disclosures
should be subject to internal governance processes that are the same or substantially
similar to those used for financial reporting.

Principle 7: Disclosures should be provided on a timely basis
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Disclosures should provide high-quality reliable information. They should be accurate
and neutral—i.e., free from bias.

Information should be delivered to users or updated in a timely manner using
appropriate media on, at least, an annual basis within the mainstream financial report.
Climate-related risks can result in disruptive events. In case of such events with a
material financial impact, the organization should provide a timely update of climaterelated disclosures as appropriate.

Reporters may encounter tension in the application of the fundamental principles set out above.
For example, an organization may update a methodology to meet the comparability principle,
which could then result in a conflict with the principle of consistency. Tension can also arise within
a single principle. For example, Principle 6 states that disclosures should be verifiable, but
assumptions made about future-oriented disclosures often require significant judgment by
management that is difficult to verify. Such tensions are inevitable given the wide-ranging and
sometimes competing needs of users and preparers of disclosures. Organizations should aim to
find an appropriate balance of disclosures that reasonably satisfy the recommendations and
principles while avoiding overwhelming users with unnecessary information.
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