
NAVIGATE 
NEW CLIMATES

by aligning with TCFD



The Task Force on Climate-Related Financial Disclosures 
(‘TCFD’) has developed a set of recommendations to  
help organisations better manage, and disclose,  
climate-related risks and opportunities. 

These recommendations were adopted by the 

DWP in January 2021, with the issuance of draft 

legislation requiring large pension schemes to 

consider, and disclose, their climate-related 

financial risks and opportunities. The objective 

of which is to ensure that climate change – 

which poses both a financially material risk as 

well as an opportunity for pension schemes 

and their members – is governed effectively. 

The LGPS – whilst not part of the DWP 

regulations – is expected to see regulations 

later this year, which will require all LGPS funds 

to adopt the TCFD recommendations within 

the next 1-2 years’.

Why is this framework being adopted by 
DWP and LGPS?
The intention of adopting the TCFD 

recommendations is to enhance the resilience 

of pension schemes to both transition risks 

(i.e. the movement towards a decarbonised 

economy) and physical risks (i.e. the physical 

impacts of climate change such as the 

increased frequency of severe weather events), 

ensuring that climate-related risks  

and opportunities are embedded into the 

decision-making process in the same way as 

other risks, such as interest rates, are. 

What are the requirements?
The requirements, as shown on the right, are 

set out in line with the TCFD recommendations. 

Once compliant, trustees must publish an 

annual TCFD statement demonstrating how 

these requirements have been implemented. 

This will include the disclosure of any risks 

identified, the results of scenario analysis  

and the scheme’s performance against  

metrics and targets. 

The requirements

Governance Establish and maintain a governance 

structure for the oversight of climate-

related risks and opportunities. 

Strategy Identify and assess climate-related risks 

and opportunities and undertake climate 

scenario analysis. 

Risk 
Management

Establish processes to identify, assess, 

and manage climate-related risks and 

ensure this is integrated into overall risk 

management. 

Metrics & 
Targets

Calculate a minimum of three climate-

related metrics in relation to the scheme’s 

assets on an annual basis and set a target 

in relation to at least one.

BUILDING RESILIENT 
PENSION SCHEMES



Schemes with relevant assets* >£5bn, 
authorised master trusts and collective 
DC schemes
Must meet the climate change governance 

requirements by 1 October 2021, publishing  

a TCFD report within 7 months of the scheme 

year-end which is underway on 1 October 2021. 

LGPS funds
Whilst not confirmed, all LGPS funds are 

expected to have to meet the climate change 

governance requirements in either 2022 or 

2023. Investment Pools are expected to be able 

to provide a level of support, but it will be the 

requirement of individual funds to publish  

a TCFD report. 

Schemes with relevant assets*  
between £1bn - £5bn
Must meet the climate change governance 

requirements by 1 October 2022, publishing  

a TCFD report within 7 months of the scheme 

year-end which is underway on 1 October 

2022. Note that these deadlines are set to be 

reviewed in late-2023 to determine whether 

the legislation should be rolled-out across  

all schemes. 

This is one of many ESG-related regulations 
to hit the pensions landscape and there’s 
a lot to be done in a short space of time. 
We’ve set out the road to aligning with TCFD 
recommendations (see overleaf), which 
should provide you with some clarity around 
what is needed from your scheme and when. 

We’ve already helped a number of our clients 
align their schemes with the aspirations of 
the TCFD. So, if you have any questions or 
need any support, please get in touch.

* Relevant assets exclude insurance contracts (such as buy-ins and buy-outs). 

so what?

WHEN DOES MY SCHEME 
NEED TO BE COMPLIANT?



THE ROAD TO 
TCFD-ALIGNMENT

A. We have received training 
on climate change in the 
context of investing and 
fiduciary duty.

B. We have articulated our 
views on climate change 
and how the effects differ 
over different time horizons.

C. We have translated these 
views and beliefs into 
Scheme-wide policy 
documents.

Governance

D. We have reviewed financially 
material climate-related risks and 
opportunities. 

E. We have undertaken stress tests 
to understand the portfolio’s 
exposure to physical and 
transition climate-related risks.

F. We have set appropriate climate-
related objectives that are 
complimentary to the Scheme’s 
wider investment objectives.

Strategy

G. We have put in place processes to 
manage climate risk.

H. We have integrated climate risks 
into the Scheme’s risk management 
framework.

Risk Management

K. We have published a TCFD 
statement alongside the Scheme’s 
annual report and accounts.

Reporting

I. We have adopted metrics 
to assess progress 
against climate-related 
objectives.

J. We have set a target 
against at least one of  
the metrics.

Metrics & Targets
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CONTACT US
For support on aligning your scheme with the TCFD recommendations, 
please get in touch:

Edwin Whitehead

Senior Vice President, Reponsible Investment

Edwin.Whitehead@redington.co.uk

Patrick O’Sullivan

Head of Investment Consulting

Patrick.OSullivan@redington.co.uk

Edina Molnar

Analyst, Responsible Investment

Edina.Molnar@redington.co.uk

Jill Davys

Head of LGPS

Jill.Davys@redington.co.uk
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