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The Transition Plan Taskforce Disclosure Framework (the “TPT Framework”) published

on 9 October 2023 has been publicly welcomed by the UK’s Financial Conduct Authority
(the “FCA"). For UK asset managers and portfolio managers, including private capital
adviser-arrangers, this is a signal for likely change to FCA requirements on climate-

related reporting.

What is the Transition Plan Taskforce Disclosure Framework?

The TPT Framework is intended to be the “gold standard for best practice transition
plans” to support a range of organizations to identify, manage and report on their climate

commitments with regards to the transition towards a low-carbon economy.

It provides a set of good practice recommendations to help entities across the economy
make high-quality, consistent and compatible transition plan disclosures. The TPT
Framework’s disclosure requirements are set under three principles for entities of

“Ambition, Action, Accountability” as detailed in the diagram below:

Source: TPT-Summary-Recommendations.pdf (transitiontaskforce.net)

The TPT Framework builds on the International Sustainability Standards Board’s (“ISSB")
global non-financial reporting standards which were published earlier this year for
jurisdictions to consider adopting. The ISSB standards require entities to disclose
information about any climate-related transition plans an organization has, including key
assumptions used in developing these plans and the dependencies on which the plan
relies. It is envisaged that the TPT Framework can be used to support meeting these
suggested ISSB disclosures. We discuss below the expected relevance of both the TPT

Framework and the ISSB standards for asset managers (and other entities).


https://transitiontaskforce.net/wp-content/uploads/2023/10/TPT_Disclosure-framework-2023.pdf
https://transitiontaskforce.net/wp-content/uploads/2023/10/TPT-Summary-Recommendations.pdf

Why is this of interest?

The UK’s Greening Finance Roadmap, published in 2021, set out commitments to

introduce new, and strengthen existing, sustainability reporting requirements for a broad
range of companies, including requiring the publication of climate transition plans. This
has taken place so far through reporting requirements being placed on a range of
entities, including those in financial services, based on the Taskforce for Climate-related

Disclosures framework (“TCFD").

For UK-regulated asset managers (including private capital adviser-arrangers) and asset
owners with more than £5 billion of assets under management/ownership (“In-Scope
Firms”) there is a requirement to make such TCFD reports in the FCA’'s ESG Sourcebook.
With regards to transition plans, the ESG Sourcebook sets out a requirement for In-Scope
Firms to “take reasonable steps” to follow the TCFD guidance, including publication of
organizations’ plans for transitioning to a low-carbon economy. The FCA provides further
guidance in its ESG Sourcebook that where an In-Scope Firm is based in a jurisdiction
which has made a net zero commitment, such as the UK, the In-Scope Firm is
encouraged to assess the extent to which it has considered that commitment in
developing and disclosing its transition plan. However, the reporting requirements stop
short of mandating that In-Scope Firms have a transition plan in place and, if they do
have one, what that plan should contain, which has been partly because the expectations

of what a transition plan should cover have been fluid.

With the development of the TPT Framework, there are much clearer expectations of
what a transition plan should contain and how commitments should be structured. The

FCA has publicly welcomed its publication, and the TPT Framework itself signposts that

“regulation is coming” with a direct reference to the FCA. This development runs
alongside the UK currently undergoing an official assessment, before an expected
endorsement and adoption, of the ISSB standards which, as set out above, are linked to
the TPT Framework in that they require organizations to publish any climate-related

transition plans they have.


https://www.gov.uk/government/publications/greening-finance-a-roadmap-to-sustainable-investing
https://www.fca.org.uk/news/news-stories/fca-welcomes-launch-transition-plan-taskforce-disclosure-framework
https://www.fca.org.uk/news/news-stories/fca-welcomes-launch-transition-plan-taskforce-disclosure-framework

It seems, as with the staggered rollout of TCFD reporting, that listed companies will be
the first of any future compliance with the TPT Framework and ISSB standards, based on
the documents released by the TPT. However, overall, the indicators are clear that the
regulatory landscape on climate-related reporting for FCA-regulated firms, including
asset managers, is on course for change in coming years. The momentum is in the
direction of adoption of ISSB standards that require disclosure of climate transition plans

with the TPT Framework guiding companies on how to formulate those plans.

What can UK asset managers do now?

The TPT Framework advises firms to ensure that transition plans are not viewed as
merely a compliance exercise but that they form a critical component of a firm’s business
- helping to explain to clients, shareholders and investors their contribution to the

transition to net zero.

For all asset managers, but particularly those in scope of the current ESG Sourcebook, we

would recommend early review of the TPT Framework either to carry out a:

1. gap analysis of existing transition plans against the TPT Framework; or

2. areadiness assessment to meet the requirements where there is no current

transition plan.

Such actions can be carried out with reference to what the TPT describes as “deep dive”
guidance for asset managers which will be published next month in November 2023*,
Getting ahead will be important - obtaining the data and metrics to support any
transition plans may pose some challenges, and robust disclosures will be even more
critical with the imminent introduction of the FCA’s anti-greenwashing rule for UK asset
managers via their Sustainability Disclosure Requirements. For more information on
some of the EU and UK legal and regulatory changes on the horizon in the area of

sustainable finance, please see our recent note published here.

*Asset Management Sector Guidance Consultation

The proposed Asset Managers Sector Guidance (the “AM Guidance”) was published by

the TPT for consultation on 13 November. The AM Guidance supplements the TPT
Framework by providing additional sector-specific guidance for ten of the nineteen areas
of the TPT Framework with further depth and detail for preparers of transition plans

operating in the asset management sector.


/usr/local/localcache/wwwroot/public/../../alert/uk-and-eu-sustainable-finance-regulation-taking-stock-with-change-on-the-horizon
https://transitiontaskforce.net/wp-content/uploads/2023/11/TPT-Asset-Manager-Sector-Guidance.pdf

The AM Guidance is framed by setting out that “private finance has a crucial rule to play”
in the flow of finance required to deliver net zero and the Paris Agreement objectives by
2050. The AM Guidance further sets out that asset managers need to develop transition
plans that preserve and create value for their clients by reducing their emissions,
managing exposures to climate-related risks and opportunities and contributing to the
economy wide transition. The development and disclosure of robust, credible, and
sector-appropriate transition plans will allow asset managers to communicate to their
stakeholders how they are preparing for and responding to the transition and update
them on progress. To support these aims, the AM Guidance sets out recommendations
that asset managers “should consider disclosing”, which need to be read in conjunction

with the wider TPT Framework’s required or suggested disclosures.

If asset managers or any other relevant stakeholders have any feedback on the proposed

AM Guidance it must be provided by 29 December 2023.

For further information, please reach out to UKRegulatory@proskauer.com

Related Professionals

e John Verwey

Partner

e Amar Unadkat
Special Regulatory Counsel

¢ Rachel E. Lowe
Special Regulatory Counsel

¢ Michael Singh

Associate

e Sulaiman I. Malik

Associate

Proskauer® Proskauer.com


mailto:UKRegulatory@proskauer.com

