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The climate crisis is reshaping the world, creating a wide range of risks and 
opportunities.

Public sector organisations  face diverse climate -related risks that can affect:
• operations, including public service delivery
• finances 
• long -term strategy and resilience

Similarly, public sector bodies can seize climate -related opportunities by improving 
estate energy efficiency, securing funding for low -carbon projects, enhancing 
infrastructure resilience, adopting green procurement, and driving innovation in 
sustainable services.

The National Audit Office (NAO) has published a helpful guide to identify relevant 
climate -related risks and opportunities .

Physical risks
Threats to infrastructure 
and the physical 
environment

Acute: Specific extreme weather events 
(such as risks of flooding and heat 
waves).

Chronic:  Gradual effect of changing 
temperatures (such as risks of sea levels 
rising and changes in rainfall patterns).

Transition risks
Threats of moving to a 
lower-carbon economy

Adaptation related: Adjusting to the 
future climate (such as productivity risks 
and  financial and valuation risks).

Mitigation related: Attempts to reduce 
net emissions (such as policy and 
regulation risks, litigation and liability 
risks, and technological risks).

Strategic 
uncertainty 

Reputational 
risks

Other risks particular 
to government 

Such as risks relating to policy 
leadership, value  for money, 
accountability, and coordination and 
delivery.

CLIMATE CHANGE RISKS AND 
OPPORTUNITIES 
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The framework provides a set of comparable, consistent disclosures that 
help organisations  show how they:

• reduce and manage climate -related risks
• position themselves to take advantage of climate -related opportunities

  To do this, TCFD groups disclosures into four pillars

The TCFD Application Guidance  sets out the disclosure requirements. 
These climate -related disclosures are mandatory (subject to comply or 
explain) for all departments, and for Arms’ Length Bodies with over 500 full 
time equivalent staff and £500m in operating income and funding received.

Intention of this guide
This guide highlights good practice in TCFD -aligned reporting, common 
pitfalls, and directs to helpful guidance; to support preparers with 
implementation. The examples are not intended as templates. Instead, they 
should be used to inspire, to expand to improve an organisation’s own 
disclosures. Flexibility in reporting allows organisations to decide how best 
to communicate the right type of information to primary users.

• Governance:  The organisation’s  governance around climate -
related risks and opportunities.

• Risk Management:  The processes used by the organisation  to 
identify, assess manage climate -related risks.

• Strategy:  The actual and potential impacts of climate -related 
risks and opportunities on the organisation’s  business, strategy 
financial planning.

• Metrics and Targets:  The metrics and targets measure and 
track the performance against the risks and opportunities 
identified.
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TASK FORCE ON CLIMATE -RELATED 
FINANCIAL DISCLOSURES 

https://www.gov.uk/government/publications/tcfd-aligned-disclosure-application-guidance


Our analysis identified certain areas where requirements had not been fully 
understood or presented including on the TCFD -related information, or the 
level of compliance. This page summarises the main themes explored in 
further detail in the rest of the guide.

The TCFD Application Guidance requires in -scope entities to disclose the 
information or explain any non -compliance. The following areas should be 
considered for upcoming reporting:

*Only required where climate is considered as a principal risk, a significant component 
of one or otherwise material. 

Be open and honest on the level of compliance: Understand the 
requirements, state any gaps; and set out plans to close them. 
Full TCFD compliance will take time.

Convey principal risk assessment rationale: Articulate Board and 
Audit and Risk Assurance Committees rationale where climate is 
not deemed a principal risk (or a significant component of another 
principal risk); and where appropriate, provide details for ongoing 
monitoring.

Beyond Greening Government Commitments (GGCs) 
metrics*: Consider operational resilience metrics (e.g., adaptation 
capital expenditure, estate flood risk exposure) and programme 
metrics (e.g., sectoral net zero delivery information).

Scenarios with impacts*: Explain impacts on delivery and 
finances under at least two climate scenarios; linking to 
programme prioritisation, and  quantifying where appropriate.

Financial planning considerations*: Show how climate risks 
identified in estate, operations and sectoral strategy feed into 
investment, maintenance, and adaptation funding decisions.

FOCUS AREAS FOR REPORTING
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Issue Area of focus Relevant
guidance

Strategy pillar

Fail to 
consider 
broader 
climate -
related risks 
affecting the 
organisation

Gather experts from different fields (for 
example: finance, risk and sustainability) to 
effectively consider the wide array of 
climate -related risks.

Consider both direct and indirect risks.

NAO
insight s
UK Climate
Change 
Risk
Assessment

Fail to 
consider 
the potential 
financial
impacts of 
climate risks

Consider quantum of climate risks and 
opportunities — from physical hazards and 
policy or market transitions — to inform 
decisions. Weigh up costs of inaction against 
adaptation benefits, factoring in uncertainty 
and time horizons, and use economic and 
scenario analysis to guide sustainable 
investment and capital allocation.

Monetary
Valuation 
of Risk and
Opportunity

Metrics and Targets pillar

Incomplete 
emissions 
results due to 
inappropriate 
reporting 
boundaries

Organisations may need to set emissions 
reporting boundaries beyond those in the 
GGCs where material sources are omitted. 
GGC reporting alone may be insufficient if it 
excludes significant scopes or sources the 
organisation monitors and manages (or 
should be).

In such cases, boundaries should be 
reassessed and additional emissions 
calculated to capture all relevant activities. 
Where reporting extends beyond GGC 
scope, the methodology — including any 
Scope 3 estimation techniques — must be 
disclosed.

Appendix A -
Sustainability 
Reporting 
Concepts, 
Principles 
and 
Foundations

See 
Reporting 
Boundaries
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COMMON CHALLENGES IN 
DISCLOSURES

https://www.nao.org.uk/insights/climate-change-risk-a-good-practice-guide-for-audit-and-risk-assurance-committees/
https://www.nao.org.uk/insights/climate-change-risk-a-good-practice-guide-for-audit-and-risk-assurance-committees/
https://www.gov.uk/government/publications/uk-climate-change-risk-assessment-2022
https://www.gov.uk/government/publications/uk-climate-change-risk-assessment-2022
https://www.gov.uk/government/publications/uk-climate-change-risk-assessment-2022
https://www.gov.uk/government/publications/uk-climate-change-risk-assessment-2022
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/Monetary-Valuation-of-Risks-and-Opportunities-in-CCRA3.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/Monetary-Valuation-of-Risks-and-Opportunities-in-CCRA3.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/Monetary-Valuation-of-Risks-and-Opportunities-in-CCRA3.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/Monetary-Valuation-of-Risks-and-Opportunities-in-CCRA3.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/Monetary-Valuation-of-Risks-and-Opportunities-in-CCRA3.pdf
https://assets.publishing.service.gov.uk/media/687e54ccae8555bab409a067/Appendix_A_Sustainability_Reporting_Concepts__Principles_and_Foundations.pdf
https://assets.publishing.service.gov.uk/media/687e54ccae8555bab409a067/Appendix_A_Sustainability_Reporting_Concepts__Principles_and_Foundations.pdf
https://assets.publishing.service.gov.uk/media/687e54ccae8555bab409a067/Appendix_A_Sustainability_Reporting_Concepts__Principles_and_Foundations.pdf
https://assets.publishing.service.gov.uk/media/687e54ccae8555bab409a067/Appendix_A_Sustainability_Reporting_Concepts__Principles_and_Foundations.pdf
https://assets.publishing.service.gov.uk/media/687e54ccae8555bab409a067/Appendix_A_Sustainability_Reporting_Concepts__Principles_and_Foundations.pdf
https://assets.publishing.service.gov.uk/media/687e54ccae8555bab409a067/Appendix_A_Sustainability_Reporting_Concepts__Principles_and_Foundations.pdf
https://assets.publishing.service.gov.uk/media/687e54ccae8555bab409a067/Appendix_A_Sustainability_Reporting_Concepts__Principles_and_Foundations.pdf
https://assets.publishing.service.gov.uk/media/687e54ccae8555bab409a067/Appendix_A_Sustainability_Reporting_Concepts__Principles_and_Foundations.pdf


Issue Area of focus Relevant
guidanceMetrics and Targets pillar

Inappropriate 
or insufficient 
metrics

In most cases, the issue stems from weak 
linkage between the climate -related risks 
identified in the organisation’s strategy and 
risk management disclosures, and the 
metrics chosen.

Metrics should directly track these risks and 
opportunities, showing how they change 
over time and how effective management 
responses are. 

Therefore, climate -related metrics should be 
clearly traceable to the most material 
climate -related risks and opportunities 
identified in strategy and risk management, 
with an explanation of their relevance.

TCFD 
guidance on 
Metrics and 
Targets

Presenting 
metrics and 
targets 
without 
context or 
explanation

Consider including the following:

Metrics:
• Summarise  metric calculation/estimation 
methods
• Show trends over time and note impacts of 
acquisitions, divestments, or policy changes

Targets:  
• Whether the target is absolute or 

intensity -based
• Target time frame
• Base year for measurement
• KPIs used to track progress
• Performance against targets, with 

explanation of under/over -performance 
and any adjustments

• Rationale for any deviations from national 
targets ( e.g.  Net Zero 2050)

TCFD 
guidance on 
Metrics and 
Targets

Private 
sector 
thematic 
review of 
climate -
related 
metrics and 
targets
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COMMON CHALLENGES IN 
DISCLOSURES

https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/
https://www.frc.org.uk/news-and-events/news/2023/07/frc-thematic-review-examines-quality-of-climate-related-metrics-and-targets-disclosures/


PRINCIPAL RISK ASSESSMENT AND 
COMPLIANCE STATEMENT 

(1) Principal risk assessment

A principal risk is a risk or combination of risks that can seriously affect 
the performance or reputation of an organisation. Reporting entities 
already provide a summary of the principal risks they face in their annual 
report.

Those charged with governance must perform a periodic principal risk 
assessment for climate with the TCFD -aligned disclosures setting out:

The principal risk assessment will impact which disclosures are required.

• if climate is a principal risk → describe the risk in line with existing 
performance reporting requirements (such as impact on objectives, 
outcomes, service delivery)

• if climate is not a principal risk → explain the rationale

• if climate change is a significant driver of another principal risk (but not 
a standalone risk) → identify that risk and explain the linkage

• if climate change is judged to be otherwise material → state and 
explain the basis for that judgement
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State the extent to which the organisation  has met each of its individual 
mandatory disclosure requirements (fully compliant, partially compliant, 
or non -compliant).

For any instance where full compliance has not been achieved,  the 
organisation  should:

• explain if gaps are data -related, scope -related, or due to 
resource constraints

• disclose its plans for achieving full compliance in future, where 
appropriate

Note that to be considered fully compliant, the appropriate scope and reporting 
boundary must be applied.  Bodies may choose to explain levels of compliance 
(e.g., “fully compliant”, “partially compliant” “non -compliant” with explanations 
where appropriate). Transparent disclosure of genuine challenges are far more 
helpful to users than trying to obfuscate or aiming for superficial compliance.

Required disclosure requirements* for organisations who: 

do not consider climate a principal risk , nor a significant driver of 
another risk:

• Governance (a) and (b)

• Metrics and Targets: (b)
• Risk Management: (a), (b) and (c)

• Risk Management: (a), (b) and (c)

• Metrics and Targets: (a), (b) and (c)

* All disclosure requirements are subject to comply or explain

PRINCIPAL RISK ASSESSMENT AND 
COMPLIANCE STATEMENT 

consider climate to be a principal risk  or a significant driver of another 
principal risk:
• Governance : (a) and (b)
• Strategy: (a), (b) and (c)

9

(2) Summary of extent of compliance with required       
     disclosures



EXAMPLE OF GOOD PRACTICE FOR THE COMPLIANCE   
STATEMENT
Foreign, Commonwealth and Development Office (FCDO)

Compliance Statement
The FCDO has reported on climate -related financial disclosures consistent with HM 
Treasury’s TCFD -aligned disclosure application guidance, which interprets and 
adapts the framework for the UK public sector. The FCDO considers climate to be a 
principal risk has therefore complied with the TCFD recommendations:

» Governance –  recommended disclosures (a) and (b) 
» Risk Management –  recommended disclosures (a) to (c) 

The FCDO has not complied with the TCFD recommendations and 
recommendations disclosures around: » Metrics and Targets –  recommended 
disclosures (a) to (c) 

This is not in line with the central government’s TCFD -aligned disclosure 
implementation timetable for Phase 2 which requires disclosures on the metrics and 
targets used to assess and manage relevant climate -related risks and opportunities. 
Disclosure and explanations can be found below. The FCDO plans to provide 
recommended disclosures for strategy in future reporting periods in line with the 
central government implementation timetable.

PHASE 2 - Metrics and Targets  
Phase 2 and Phase 3 (strategy pillar) of TCFD are significantly more complex for the 
FCDO due to the department’s extensive global network and diverse operational 
footprint. The nature and impact of climate -related risks vary considerably across 
regions and programme types, meaning that a single, standardised approach is not 
currently in place. 

As a result, the department’s approach to climate risk is highly contextual. 

Climate risk is embedded as a core consideration in all business plans, country plans 
policy programmes, but it is assessed and managed within the local context. This 
decentralised approach ensures relevance and effectiveness but also means that 
risk is disaggregated and addressed differently across the organisation. 

Consequently, the FCDO does not yet have defined climate -related metrics and 
targets that span the entirety of its operations, nor does it have a single, 
organisation -wide climate risk strategy. Instead, climate considerations are 
integrated into planning and decision -making at the operational level, with 
approaches and mitigations customised to the specific risks and needs of each area 
of the department’s work. 

To progress towards full alignment with the metrics and targets and strategy pillars 
of the TCFD, the department plans to, amongst other things, undertake a review of 
local risk registers to identify recurring and significant climate related risks. This will 
inform the development of a strategic, organisation -wide approach to assessing and 
managing aggregate climate risks. In parallel, the department will work towards 
defining a consistent set of metrics and targets to benchmark and report progress, 
enabling more effective risk management and strategic decision making in line with 
long term climate resilience goals.

 

Principal risk 
Assessment.

Summary of extent 
of compliance.

Reason for 
non-compliance.

Plan for future 
compliance.

Foreign, Commonwealth and Development Office Annual Report and Accounts 2024 –25
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Rationale
Disclosures on an organisation's  governance arrangements for climate 
related risks assist report users in understanding and assessing the adequacy 
and effectiveness of an organisation’s  board to oversee, evaluate and manage 
climate -related risks.

(a) Board’s oversight 

Organisations  should outline how the board oversees climate related 
risks, including the processes and frequency of updates provided to 
the board or its committees (e.g., audit or risk committees). 
Organisations  should describe how the board monitors progress 
against climate -related goals and targets. They should also explain 
whether climate -related issues are considered when guiding strategy, 
risk management, budgets, performance objectives, and overseeing 
major capital expenditures or restructure.

(b) Management’s role

Describe management’s role in assessing and managing climate -
related risks. Organisations  should disclose the main reporting 
channels and processes for climate -related risks, and how these are 
integrated into the organisation’s  overall governance. The information 
disclosed may include the responsibilities of relevant committees or 
individual management positions (e.g., job titles, individuals 
accountable), as well as identify specific reviews being undertaken.

GOVERNANCE
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EXAMPLE OF GOOD PRACTICE FOR GOVERNANCE (A, B) 
Nuclear Decommissioning Authority (NDA)

Precise disclosure 
with the frequency 
of meetings and 
climate risks being 
discussed.

A clear, top -down explanation of how climate -related risks are overseen and managed, 

with emphasis on how different groups communicate and report to one another, and how 

issues are escalated through the governance structure when needed.

Cross -references 
to other parts of 
the ARA, where 
appropriate.
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EXAMPLE OF GOOD PRACTICE FOR GOVERNANCE (A, B) 
UK Export Finance (UKEF) 

Governance  

Our governance around climate -related risks and opportunities 

Climate -related risks and opportunities are governed through UKEF’s management 
committees and Board, with input from the Export Guarantees Advisory Council, with overall 
responsibility for climate -related issues held by our CEO and Accounting Officer. Climate 
change is embedded as a consideration across our business. Our governance structure 
helps us: 

• monitor progress against the climate -related objectives in our Business Plan (2024 -29) 
• manage our exposure to climate -related risk 

UKEF  presents a visual 
depiction of its 
governance structure for 
climate risk, enabling an 
understanding of how 
accountability and 
information flow 
throughout the 
organisation. Each  
governance component 
is then addressed 
separately to provide 
further detail on its 
specific role and 
responsibilities.

UKEF ANNUAL REPORT AND ACCOUNTS 2024/25
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https://www.gov.uk/government/publications/uk-export-finance-annual-report-and-accounts-2024-to-2025


EXAMPLE OF  GOOD PRACTICE FOR GOVERNANCE (A, B)
Ministry of Justice (MOJ) 

Governance  

In the financial year 2024 to 2025, we have improved our departmental climate 
governance by: 

• introducing quarterly climate change and sustainability transition risk reporting 
to the HMPPS Risk Advisory Group, higher leadership team the Audit and Risk 
Assurance Committee 

•agreeing clear lines of HMPPS management accountability, with principal risk 
ownership held by the Executive Director for Strategy, Performance and 
Corporate Delivery

Board oversight of climate issues 

The Departmental Board now receives an annual climate change and 
sustainability transition risk report our MOJ Audit and Risk Assurance 
Committee receives quarterly risk updates and a biannual risk overview. 

Management’s role 

The MOJ Senior Sustainability Board, which meets quarterly, oversees 
departmental climate -related risks, opportunities, strategies and performance. 
Our Climate Change and Sustainability Unit supports the Senior Sustainability 
Board by coordinating climate -related activity across MOJ. 

Climate -related risks, performance milestones and metrics are reviewed 
quarterly at our Finance, Performance and Risk Committee, which reports in the 
MOJ Executive Committee. 

The Investment Committee has delegated financial authority (from the Executive 
Committee) to invest in programs and major projects. Our project delivery 
function supports this by managing a keyholder assurance process, which 
includes a climate change and sustainability review of all business cases above 
£10 million. This keyholder review includes screening programs and projects for 
energy and greenhouse gas emission impacts and climate adaptations. 

Ministry of Justice Annual Report and Accounts 2024 to 2025

Explains the improvements and 

changes made since last year.

Demonstrates Board oversight, clear accountability, and 

quarterly climate risk review, with an Investment 

Committee using a cost -benefit tool to guide major 

project decisions.
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https://www.gov.uk/government/publications/ministry-of-justice-annual-report-and-accounts-2024-to-2025


Rationale
Provides annual report users with the information they need to understand 
and assess the adequacy and effectiveness of the organisation’s  overall 
climate -related risk management.

RISK MANAGEMENT

(a) Risk identification and assessment 

Describe the organisation’s  processes for identifying and assessing 
climate -related risks, highlighting how they determine the significance 
of these risks compared to other risks; the processes for assessing the 
size and scope of identified climate -related risks; and the definitions of 
risk terminology or references to existing risk classification frameworks 
used.

(b) Risk management 

Describe the organisation’s  processes for managing climate -related 
risks. That is how they decide to mitigate, transfer, accept, or control 
these risks, highlighting their prioritisation  processes for climate -
related risks, including how materiality is determined.

(c) Overall integration 

Describe how processes for identifying, assessing, and managing climate - 
related risks are integrated into the organisation’s  overall risk 
management. 

15



EXAMPLE OF GOOD PRACTICE FOR RISK MANAGEMENT 
(A-C)
Nuclear Decommissioning Authority (NDA)

Sets out future plans 
related to climate -
related risk 
management.

Addresses how
risk is managed by 
operating 
companies.

Detailed explanation of 
NDA’s risk management, 
by breaking down the 
steps of the process: 
identification, analysis, 
evaluation, and  
response.

Offers examples of 
how NDA assess 
climate risk 
exposure - 
monitoring policy 
and the regulatory 
landscape, running 
workshops and 
horizon scanning.
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EXAMPLE OF GOOD PRACTICE FOR RISK MANAGEMENT 
(A-C) 
Ministry of Defence  (MOD ) 

Risk Management 

Climate change presents both physical risks, such as flooding and extreme weather 
events transition risks, related to the shift towards a low -carbon economy, such as regulatory 
changes and market adjustments. 

Defence’s  risk management framework aligns with the principles set out in HM Treasury’s 
Orange Book and the Cabinet Office’s Management of Risk in Government, ensuring 
appropriateness for the defence  sector. 

Processes for Identifying and Assessing Risk 

In line with TCFD recommendations and the National Audit Office’s Climate Change Risk 
Good Practice Guide, Defence  uses the DCRAM to assess climate -related risks both in the 
UK and abroad. Physical and transition risk causes are identified as part of the risk.

Identifying Physical and Transition Risks 

Defence’s  risk identification processes follow the guidance in JSP892: Risk Management, 
with regular updates incorporated into the corporate reporting system. Multi -disciplinary 
teams categorise  climate risks (physical or transition) and map them to principal risks. 

Physical Risks: The Climate Impact Risk Associated Methodology (CIRAM) is employed to 
assess risks at Defence  estate sites, including critical infrastructure. The identified climate 
risks are integrated into broader risk management processes and escalated through 
governance structures. 

Transition Risks: These are related to socio -economic shifts that impact strategy, operations, 
infrastructure reputation. Examples include: 

• Fuel Use: The phasing out of fossil fuels across diesel fleets and investments in electric 
vehicles and alternative fuels. 
• Procurement: Ensuring contracts meet environmental standards. 
• Infrastructure: Retrofitting bases to comply with low -carbon building standards. 

Physical and transition risks can combine to have an integrated impact. In this scenario, the 
subsequent mitigation takes into consideration all causes and possible events. 

 Assessing Risks 

Defence  continuously reviews climate -related risks, recognising  that the global landscape is 
dynamic. The risk assessment process incorporates impact and likelihood evaluations, 
informed by data and expert judgment across disciplines. 

(MOD Annual Report and Accounts 2024 –25)

MOD sets out its risk management framework, and how this 
aligns with the Orange Book and the Cabinet Office 

Management of Risk in Government, as well as drawing 
on various other sources such as NAO and DCRAM.

MOD explains physical and transitional risks, 
and how these relate specifically to the MOD.
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https://www.gov.uk/government/publications/ministry-of-defence-annual-report-and-accounts-2024-to-2025


EXAMPLE OF GOOD PRACTICE FOR RISK MANAGEMENT 
(A-C) 
Ministry of Defence  (MOD ) 

Processes for Managing Climate -related Risk 

Ownership of individual climate risks lies with capability or policy owners, with reports on 
priority climate risks submitted to DCCE. As necessary, risks are aggregated to create a 
consolidated risk profile for Defence. Priority, material risks were managed by the Second 
Permanent Secretary during 2024 -25 and cascaded through the leadership structure, with 
accountability assigned to senior leaders. 

Integration into Overall Risk Management 

Defence's principal climate change risk is fully integrated into existing risk management 
processes, with DCRAM aligned to JSP 892. The policy in JSP 892 sets out the principles 
and standards for risk management in Defence. It provides a framework, ensuring that risk is 
understood and managed robustly to a consistent level of rigour. CCE risk deep dives are 
conducted at various levels throughout the governance structure, with increasing maturity in 
the incorporation of climate risks across Defence functions. 

Work is ongoing to further integrate climate risk awareness into finance and commercial 
functions, enhancing the consideration of these risks in future investment and spending 
decisions. 

(MOD Annual Report and Accounts 2024 –25)

Effectively links the risk management outputs to strategic decision -
making, asset planning, and investment prioritisation .

While the MOD example clearly sets out its detailed 
operational frameworks (DCRAM, CIRAM), not all public 
bodies will have - or require - such specialised  tools. 
For some, referencing national frameworks such as the 
NAO Climate Risk Good Practice Guide or HM 
Treasury’s Orange Book will be sufficient. 

These disclosures demonstrate how defined thresholds and 
criteria are applied to prioritised  climate -related risks, helping 

users understand the basis for decision -making. Criteria may 
include financial impact thresholds, service impact ratings, 
and other measures of severity or likelihood. 
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STRATEGY

(b) Impacts

Describe the impact of the climate -related risks and opportunities identified 
in disclosure (a) on  the organisation’s  operations, financial planning, and 
strategy. 

(a) Risks and opportunities over time horizons

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

Clear definition of short -, medium - long -term horizons ensures climate -
related risks and opportunities are integrated into existing public sector 
planning and risk management. These horizons should reflect asset 
lifespans, legislative targets such as Net Zero, and the extended 
timescales over which climate impacts evolve.

Material opportunities should be disclosed alongside risks, with 
emphasis on their timing, likelihood, and significance for operations, 
strategy, and finances. Longer -term scenario analysis –  extending to 
the end of the century –  can strengthen resilience planning, while 
shorter horizons remain relevant for acute events and transition risks.
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(c) Scenario analysis

Describe the resilience of the organisation’s  strategy, taking into 
consideration different climate -related scenarios, including a 2 °C or lower 
scenario. 



Scenario analysis should include at least two climate scenarios, each with 
three key anchor points. Depending on sector context and asset life 
cycles, anchor points may be two near -term and one mid -century, or one 
near -term, one mid -century, and one end -century. End -century analysis is 
relevant for those responsible for long -life assets or infrastructure, 
delivering essential public goods and services, or setting long -term policy 
and regulating sectors likely to face significant climate impacts.

Note that by mid -century, physical risks may look similar under both 2 °C 
and 4 °C scenarios, but transition risks are likely to crystalise much earlier 
and materialise more abruptly.

Common approaches: 
Anchor points: 
• Near term = depends on entity specific factors       
• Mid-century = 2050            
• End of century = 2080 -2100

Pathways: Global Warming Level Pathways identified by the Committee 
on Climate Change Committee in the fourth UK Climate Change Risk 
Assessment ( CCRA4)

Scenario 1: Future consistent with 2 °C of warming
Scenario 2: Future consistent with 4°C of warming

Rationale
Strategy disclosures enable report users to understand the principal
climate -related risks and opportunities an organisation faces, how well 
positioned it is to capitalise on emerging opportunities, and how resilient its 
strategy and financial position are to climate -related risks under different 
plausible climate futures. By showing how those insights are integrated into 
long -term planning and decision -making, they allow users to assess the 
adequacy of the actions by those charged with governance.
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https://www.theccc.org.uk/publication/proposed-methodology-for-the-ccra4-advice/
https://www.theccc.org.uk/publication/proposed-methodology-for-the-ccra4-advice/
https://www.theccc.org.uk/publication/proposed-methodology-for-the-ccra4-advice/


Scenario analysis: 

Getting started with climate scenario analysis 

The Government Actuary’s Department (GAD) has set out a 7 -step 
framework to help organisations begin climate scenario analysis.

‘Climate impacts tool’ that helps understand potential opportunities, 
risks and impacts from a changing climate

Gives a clear overview of current and potential future climate -related 
challenges. It illustrates changes in weather, climate, and environmental 
variables under four scenarios (Present day; Mid -century +2 °C by 2050; 
Managed transition +2 °C by 2100; Runaway change +4 °C by 2100).

Private sector guidance on how to use scenario analysis to assess 
climate -related financial risks to inform firms’ strategy and business 
decisions

Identifying climate -related risks and their potential impacts on operations, 
service delivery, finances, and wider strategy:

•Climate change risks - NAO insight

•UK Climate Change Risk Assessment 

•Green Book - Accounting for the effects of climate change  (policy)

•Monetary Valuation of Risks and Opportunities 

ADDITIONAL GUIDANCE FOR 
STRATEGY DISCLOSURES
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https://www.gov.uk/government/publications/getting-started-with-climate-scenario-analysis/getting-started-with-climate-scenario-analysis
https://www.gov.uk/government/publications/climate-impacts-tool
https://www.gov.uk/government/publications/climate-impacts-tool
https://www.fca.org.uk/publication/corporate/climate-financial-risk-forum-guide-2020-scenario-analysis-chapter.pdf
https://www.fca.org.uk/publication/corporate/climate-financial-risk-forum-guide-2020-scenario-analysis-chapter.pdf
https://www.fca.org.uk/publication/corporate/climate-financial-risk-forum-guide-2020-scenario-analysis-chapter.pdf
https://www.fca.org.uk/publication/corporate/climate-financial-risk-forum-guide-2020-scenario-analysis-chapter.pdf
https://www.fca.org.uk/publication/corporate/climate-financial-risk-forum-guide-2020-scenario-analysis-chapter.pdf
https://www.fca.org.uk/publication/corporate/climate-financial-risk-forum-guide-2020-scenario-analysis-chapter.pdf
https://www.nao.org.uk/insights/climate-change-risk-a-good-practice-guide-for-audit-and-risk-assurance-committees/
https://www.nao.org.uk/insights/climate-change-risk-a-good-practice-guide-for-audit-and-risk-assurance-committees/
https://www.nao.org.uk/insights/climate-change-risk-a-good-practice-guide-for-audit-and-risk-assurance-committees/
https://www.nao.org.uk/insights/climate-change-risk-a-good-practice-guide-for-audit-and-risk-assurance-committees/
https://www.gov.uk/government/publications/uk-climate-change-risk-assessment-2022
https://www.gov.uk/government/publications/uk-climate-change-risk-assessment-2022
https://assets.publishing.service.gov.uk/media/6830434ce9440506ee953a33/Accounting_for_the_effects_of_climate_change_Green_Book_supplementary_guidance.pdf
https://assets.publishing.service.gov.uk/media/6830434ce9440506ee953a33/Accounting_for_the_effects_of_climate_change_Green_Book_supplementary_guidance.pdf
https://assets.publishing.service.gov.uk/media/6830434ce9440506ee953a33/Accounting_for_the_effects_of_climate_change_Green_Book_supplementary_guidance.pdf
https://assets.publishing.service.gov.uk/media/6830434ce9440506ee953a33/Accounting_for_the_effects_of_climate_change_Green_Book_supplementary_guidance.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/Monetary-Valuation-of-Risks-and-Opportunities-in-CCRA3.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/Monetary-Valuation-of-Risks-and-Opportunities-in-CCRA3.pdf


EXAMPLE OF GOOD PRACTICE FOR STRATEGY (A)
Ministry of Justice (MOJ) 

Ministry of Justice Annual Report and Accounts 2024 to 2025
By acknowledging a wide variety of transition 
and physical risks, MOJ demonstrates an 
awareness of the many ways climate 
change can affect an organisation.

By classifying 
each risk by 
type, explaining 
it, and stating 
the anticipated 
time horizon, 
MOJ gives 
readers a clear 
and structured 
view of where 
the organisation 
is most 
vulnerable.

For each risk, 
MOJ discloses 
the mitigation 
response in 
place. 
This enables 
readers to 
assess how the 
organisation is 
responding to its 
vulnerabilities 
and to gauge the 
level of 
resilience it is 
developing.

22

https://www.gov.uk/government/publications/ministry-of-justice-annual-report-and-accounts-2024-to-2025


EXAMPLE OF GOOD PRACTICE FOR STRATEGY (A)
Ministry of Justice (MOJ) 

Ministry of Justice Annual Report and Accounts 2024 to 2025

Considers how the organisation can capitalise on 
climate -related opportunities across multiple fronts.

Links climate impacts 
on operations, 
strategy, and  financial 
planning to 
mitigation plans.
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https://www.gov.uk/government/publications/ministry-of-justice-annual-report-and-accounts-2024-to-2025


EXAMPLE OF GOOD PRACTICE FOR STRATEGY (A)
Department for Transport ( DfT )

Core Risks identified 

DfT  are currently completing a full financial assessment which will indicate the total cost to 
DfT  of the indicated climate risks. DfT  have estimated that the cost to achieve net zero on 
the central department estate alone will be £92.1 million. This estimate does include some 
mitigation measures which will limit the impact of climate change; however, this will not be 
sufficient to fully adapt to/mitigate the risks below.

 

This table format presents information by risk, identifying the associated financial
 implications, alongside adaptation measures that describe how those risks are 
reduced or mitigated. This links the risk to specific impacts and risk responses.

DfT  Annual Report and Accounts 2024 –25
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https://www.gov.uk/government/publications/dft-annual-report-and-accounts-2024-to-2025


EXAMPLE OF GOOD PRACTICE FOR STRATEGY (B) 
Department for Transport ( DfT )

DfT  Annual Report and Accounts 2024 –25

Providing both qualitative and quantitative financial 
information is valuable, even where precise figures are 
unavailable, as it enhances user understanding and 
decision -making.

Separating financial impact by risk - including both adaptation (resilience enhancement) and 
mitigation (emissions reduction) components –  supports readers to clearly see the associated 
financial implications. This distinction improves transparency on resource allocation and the 
contribution of each component to overall risk management. 
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https://www.gov.uk/government/publications/dft-annual-report-and-accounts-2024-to-2025


Rationale
Access to the metrics and targets employed by the organisation  enables report 
users to make informed evaluations of the organisations  level of vulnerability to 
climate risks, and the advances made in effectively managing and adapting to 
those risks.

(a) Metrics

Disclose the metrics used by the organisation to assess climate -related risks and 

opportunities in line with its strategy and risk management process.

(b) Emissions

Disclose Scope 1, Scope 2, if appropriate, Scope 3 greenhouse gas (GHG) 

emissions, and the related risks.

(c) Targets

Describe the targets used by the organisation  to manage climate -related risks and 

opportunities and performance against targets.

METRICS AND TARGETS 
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EXAMPLE OF GOOD PRACTICE FOR METRICS AND  
TARGETS (A)
Ministry of Justice (MOJ)

67 Calculated using the Environment Agency’s NaFRA2 dataset: www.gov.uk/guidance/updates -to-national -flood-
andcoastal -erosion -risk -information#new -national -flood-risk-assessment -nafra 
68 Calculated using RCP2.6 for the period 2020 to 2039 
69 Calculated using RCP8.5 for the period 2020 to 2039 

   RCP - Representative Concentration Pathways

Provides descriptions of the methodologies 
used to calculate or estimate the metrics.

Ministry of Justice Annual Report and Accounts 2024 to 2025

Climate -related metrics are 
clearly traceable to the most 
material climate -related risks 
and opportunities identified 
in strategy and risk 
management.
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https://www.gov.uk/government/publications/ministry-of-justice-annual-report-and-accounts-2024-to-2025


EXAMPLE OF GOOD PRACTICE FOR METRICS AND 
TARGETS (A)
The Crown Estate (TCE*)

TCE uses
signposting 
effectively 
avoiding
duplication 
and 
reducing the 
length of the 
report.

The Crown Estate Integrated Annual Report and Accounts 2024/25

TCE clearly relates each metric to the relevant risk or opportunity 
identified in earlier sections and signposts back to those sections.

TCE is 
transparent 
about the 
performanc
e insights 
provided by 
its metrics.
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TCE describe each metrics and 
provides the units of measurement 
used for performance.

As a public corporation, TCE follows climate -

related disclosure requirements under the 

Companies Act and Listing Rules, rather than 

the TCFD Application Guidance. However, the 

Metrics and Targets (a) requirements are very 

similar, making this a strong example for entities.

*The Crown Estate is set up as an independent commercial business by an Act of Parliament.

https://www.gov.uk/government/publications/the-crown-estate-annual-report-and-accounts-2024-to-2025


EXAMPLE OF GOOD PRACTICE FOR METRICS AND 
TARGETS (B)
UK Research and Innovation  (UKRI)  

Metrics and targets 

The UKRI Environmental Sustainability Strategy 2020 -2025 set outs the ambition of the 
organisation  and includes short -term and long -term goals. Our annual progress in 
delivering the strategy, including reporting our greenhouse gas emissions, is included in 
this environmental sustainability section of the UKRI Annual Report. Our methods used to 
calculate or estimate the metrics associated with GHG emissions are in accordance with 
the GHG Protocol methodology. We have established that the emissions from our scope 3 
investments are material but have not yet gathered accurate data on the extent of these 
emissions. This is largely due to the complexity and scale of our investments. There is 
work in progress to help obtain improved data on our investments which will improve our 
understanding of these emissions. The overall progress made by the organisation  on 
these ambitions and targets is currently being reviewed new targets will be identified, 
agreed and published in a refreshed strategy for the period 2025 -2030

UKRI recognises  that scope 3 
emissions from their 
investments are material.

UKRI is 
transparent 
about the lack of 
data for material 
Scope 3 
emissions, 
explains the 

challenges, and 
sets out plans for 
future 
compliance. This 
is an effective 
use of the 
“comply or 
explain” 
approach.

UKRI 
acknowledges
material 
emissions 
beyond GGC 
requirements.
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https://www.gov.uk/government/publications/ukri-annual-report-and-accounts-2024-to-2025


EXAMPLE OF GOOD PRACTICE FOR METRICS AND 
TARGETS (C)
Ministry of Defence  (MOD)  

Targets Used to Manage Climate -related Risks and Opportunities 

Defence follows DEFRA’s GGCs, with targets set for 2020 -2025. Progress against these 
targets is detailed within the sustainability section above. As part of the GGC targets, 
Defence is also developing a departmental adaptation plan. Additionally, each Defence 
establishment must conduct a climate impact risk assessment every 5 years. The 
assessments are used to inform the Estate Climate Resilience Plan. 

(MOD Annual Report and Accounts 2024 –25)

Clear base year from which 
progress is measured.

Classifies targets into organisation  specific targets, 
wider government targets, and GGC -related targets.

Providing historical data 
from base year allows 
for trend analysis.
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https://www.gov.uk/government/publications/ministry-of-defence-annual-report-and-accounts-2024-to-2025


SHARED PRACTICES 
Approaches that have helped public bodies

Mobilise  expertise from across the 
organisation
Climate change can affect an organisation’s  operations, service 
delivery, finances overall strategy in multiple, interconnected ways. To 
identify the full range of climate -related risks and opportunities, and to 
understand their impacts, organisations  should bring together a wide 
range of expertise and skills (for example, risk, finance, sustainability, 
policy, operations delivery). The variety of impacts should be mirrored 
by the diversity of expertise in the room. 

Collaborate with other bodies and experts
Engage others to strengthen understanding. Join relevant working 
groups to share lessons learned and practical experiences. Where 
appropriate, seek advice from subject matter experts, including the 
Government Actuary’s Department (GAD). The Government Finance 
Function’s digital platform, One Finance, has further information.

Adopt a journey mindset and utilise  transparency 
to drive improvement
TCFD is a journey. Climate -related disclosures are expected to 
improve over time as preparers refine the information and improve 
the quality of reporting through successive cycles. Transparency and 
candour  over limitations is essential in achieving this. 

Acknowledging shortcomings helps guide improvements by 
highlighting:

• Gaps in expertise, resource or knowledge
• Areas where further analytical work is needed
• The need for new or better data collection
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SHARED PRACTICES  
Approaches that have helped public bodies  

Regularly review and update your climate -related 
assessments so that they reflect the latest 
context 

External expectations and wider context are not static. Laws, policies, 
stakeholder expectations and public opinion can shift quickly, which 
may increase or reduce certain transition risks (such as legal and 
reputational risks). 

Treat the four TCFD pillars as a continuous loop, 
not four separate boxes. Information from each 
pillar should routinely inform the others.

Some of the ways this approach applies:

Strategy → Metrics and Targets
Your strategy should identify the most material climate issues, from 
which the organisation  should decide on appropriate risk mitigating 
targets and relevant metrics to track performance. 

Metrics and Targets → Governance and Risk management
Data relating to Metrics and Targets should then be analysed  and 
boards and audit/risk committees should assess whether existing 
controls are effective and where new actions are needed and then 
lead to adjustments in oversight / strengthen risk management if 
needed.

Metrics and Targets → Strategy and transition plans
Over time, metrics and performance against targets should shape 
strategy and transition plans, providing evidence for updating strategic 
priorities, investment plans and transition pathways.
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