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Your presenters are…

Mark Spicer Michael Suffield John Johansson
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Why are we here today?

Objectives of today's session

• Understand the key climate risks and how they impact the 
Materials sector

• Understand the requirements, recommendations, and 
expectations relating to climate financial disclosures

• Review examples of good practice within the current market
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Investors and climate disclosures

Investors are demanding more transparent climate disclosures

• 42% of Australian investment managers 
screen against the UN Principles for 
Responsible Investment (PRI) which 
mandates reporting in line with the 
Taskforce on Climate-related Financial 
Disclosure (TCFD)1

• 76% of Australian and New Zealand 
investors considers Enterprise, Social 
and Governance (ESG) factors as part of 
their investment analysis and decision2

• Climate Action 100+, a group of 545 
investors with nearly US$52tn asset 
under management are working to curb 
emissions, improve governance and 
strengthen climate-related financial 
disclosures amongst large corporate 
emitters3

• Superannuation fund Aware (formerly 
First State Super) has created a series of 
new listed equities benchmarks that will 
support its goal of net zero emission by 
2050. The new series benchmarks 
reduces its carbon footprint by 40%4

1. Responsible Investment Association Australasia (RIAA). Benchmark report from 2020

2. Investor Group on Climate Change (IGCC) on ESG Integration. Full Disclosure: Improving Corporate Reporting on Climate 
Risk report from 2020

3. climateaction100.org

4. Aware media release dated 25 November 2020: Aware Super’s new share market benchmark reduce carbon footprint of 
equities portfolio by 40%
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Agenda
Time
(mins)

Climate risk impact on business 15

Disclosure considerations 15

Good practice 15

Q&A 10
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This document is provided to ASX in relation to the Climate Risk Disclosures training course facilitated by KPMG in 
accordance with the terms of KPMG’s engagement letter dated 13 November 2020. The information contained in this 
document is of a general nature only, is provided for the purposes of training, and does not constitute the provision of 
advice, or provide any type of certification or accreditation status. Before acting or relying on any information, 
recipients of this training should seek appropriate professional advice in relation to their circumstances. Although 
KPMG endeavours to provide accurate and timely information, there can be no guarantee that such information is 
accurate or complete as of the date it is received or that it will continue to be accurate or complete in the future.

This document is provided to ASX, and agreed third party training course attendees, by KPMG for internal use only 
and is not to be distributed to any other party without KPMG’s prior written consent. Other than our responsibility to 
ASX, neither KPMG nor any member or employee of KPMG undertakes responsibility arising in any way from reliance 
placed by a third party, including any third party training course attendees, on this document. Any reliance placed is 
that party’s sole responsibility.

KPMG disclaimer
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Climate change is a now issue
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Climate is gaining attention!

“Climate change poses a material risk for the economy 
and financial markets over a long horizon..…

Climate change is a challenging risk to assess but an 
increasingly necessary one.”

Guy Debelle – Deputy Governor, RBA

How are you responding to these risks in your business?
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Business and investment community increase focus
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Regulators – climate is on the agenda

TCFD Recommendations

Corps 
Act

“It is increasingly obvious that 
climate change is and will inevitably 
affect the economy, and it is 
increasingly difficult…for directors 
of companies of scale to pretend 
that climate change will not 
intersect with the interested of their 
firms.  In turn, that means that the 
exposure of individual directors to 
climate change litigation” 

– Noel Hutley SC

Financial Report

• ASIC focus area 

• AASB/AuASB expects 
disclosures in financial 
statements

Director’s Report

• ASIC highlights climate 
as a matter for discussion
in OFR



How can climate 
change impact 
on business?
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Relationship CO2-e and Global Temperature
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Key Sources of Greenhouse Gases (CO2-e)
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Worldwide Extreme Weather Catastrophes
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Storms

1980 – 2018
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Potential financial impactDescriptionRisk 
• Loss of assets/operations
• Disrupted supply chains
• Availability/cost of water
• Increased cost of maintenance
• Increased insurance premiums/ availability 

of premiums
• Migration of growing areas

event-driven, including increased severity and 
frequency of extreme weather events, such 
as cyclones, hurricanes, or floods. 

Acute

longer-term shifts in climate patterns 
(e.g., sustained higher temperatures) that 
may cause sea level rise or chronic heat 
waves. 

Chronic

Types of Risk – Physical risk 
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Types of Risk – Transition risk 

Potential financial impactDescription
Policy actions that looks to constrain activity that 
contributes to adverse impact of climate change or 
support adaptation

Increase likelihood of litigation associated with actual 
or potential losses associated with climate

Technological improvements or innovations that 
support the transition to a lower-carbon, energy 
efficient economic system

Changing perceptions of an organization’s 
contribution to or detraction from the transition to a 
lower-carbon economy

Varied and complex – includes shifts in demand and 
supply of  products/services

• Increased operating costs
• Write offs, asset impairments and early retirement

• Increased costs/reduced demand/ fines resulting 
from judgements

• Write offs and early retirement of existing assets
• Cap-ex in tech developments
• Loss of demand

• Reduction in capital availability
• Decrease in productivity – staff quality/retention
• Reduced demand based on consumer preferences 

• Reduced demand based on shift in consumer 
preferences 

Risk 
Policy risk 

Legal risk

Technology Risk 

Reputation Risk 

Market Risk 
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Task-force on Climate related Financial Disclosures

1. TCFD issued recommendations in 2017
2. Recommendations include:

I. Identification/codification of types of 
Climate Risk

II. How risk can result in financial impact
III. Sectors most likely to be impacted
IV. Disclosures

Adopted as 
global best 

practice

Referred 
to by ASIC, 
APRA, ASX, 

AASB 
AUASB

High level 
of take up 

in ASX 
reporting

Focus of 
global 

investors
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Materials and 
Buildings

Key impacted sectors
Agriculture, Food 
and Forestry 
Products

Metals and 
Mining

Chemicals

Construction 
Materials

Capital Goods

Real Estate 
management 
and 
Development

Beverages

Agriculture

Packaged food 
and Meats

Paper and Forest 
Products

TransportationFinance Energy

Banks

Insurance companies

Asset Owners

Asset Managers

Oil and Gas

Coal

Electric Utilities

Air Freight

Passenger Air

Transportation

Maritime 
Transportation

Rail 
Transportation

Trucking 
Services

Automobiles 
and 
components
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Impact on the Energy Sector

Energy 

• Oil and Gas
• Coal
• Electric Utilities

Expected relevant risks 

Policy risk 

Legal risk

Technology Risk 

Market Risk 

Reputation Risk 

Acute

ChronicLowHigh Med

HEALTH WARNING:
You should consider 
how climate change 

impacts your 
individual business.  
Risks are unique to 
each business and 

sector.
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HEALTH WARNING:
You should consider 
how climate change 

impacts your 
individual business.  
Risks are unique to 
each business and 

sector.

Impact on the Finance Sector

Finance 

• Banks
• Insurance companies
• Asset Owners
• Asset Managers

Expected relevant risks 

Policy risk 

Legal risk

Technology Risk 

Market Risk 

Reputation Risk 

Acute

ChronicLowHigh Med
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HEALTH WARNING:
You should consider 
how climate change 

impacts your 
individual business.  
Risks are unique to 
each business and 

sector.

Impact on the Materials and Building Sector

Materials and 
Building

• Metals and Mining
• Chemicals
• Construction Materials
• Capital Goods
• Real Estate management and 

Development

Expected relevant risks 

Policy risk 

Legal risk

Technology Risk 

Market Risk 

Reputation Risk 

Acute

ChronicLowHigh Med
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HEALTH WARNING:
You should consider 
how climate change 

impacts your 
individual business.  
Risks are unique to 
each business and 

sector.

Impact on the Agriculture, Food and Forestry Products Sector

Agriculture, Food and 
Forestry Products 

• Beverages
• Agriculture
• Packaged food and Meats
• Paper and Forest Products

Expected relevant risks 

Policy risk 

Legal risk

Technology Risk 

Market Risk 

Reputation Risk 

Acute

ChronicLowHigh Med
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HEALTH WARNING:
You should consider 
how climate change 

impacts your 
individual business.  
Risks are unique to 
each business and 

sector.

Impact on the Transportation Sector

Transportation 

• Air Freight
• Passenger Air
• Transportation
• Maritime Transportation
• Rail Transportation
• Trucking Services
• Automobiles and components

Expected relevant risks 

Policy risk 

Legal risk

Technology Risk 

Market Risk 

Reputation Risk 

Acute

ChronicLowHigh Med



Disclosing 
Climate-related 
impacts
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Recommendations

TCFD

AASB ASIC

ASX Corporate 
Governance 

Council

APRA
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External Reporting

Annual report

Governance
Detailed description of the  
organisation’s governance 

around climate-related 
risks and opportunities

Strategy
Detailed description of 

scenarios utilised to 
identify climate-related 
risks and opportunities 

and the response to 
managing impacts

Risk Management
Detailed description of the 
risk identification process 

and how risks are 
monitored

Metrics & Targets
Additional information 
related to the metrics 
used to monitor risks, 

plans to meet targets, and 
how targets are linked to 
performance incentives

Detailed TCFD-aligned disclosure
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Disclosures in the ‘Front-end’

StrategyGovernance Business Model

Oversight

Monitoring

Verification of accuracy

Description of business 
model

Impact 

Consideration of short and 
longer-term

Strategic response 
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Disclosures in the ‘Front-end’

Performance and Outlook

Identify underlying drivers 

Linked company

Metrics and targets

Risk Management

Climate-related risks 

Climate risk may also be a 
component of a broader risk

How embedded into the risk 
management
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Financial statement disclosures?

If information on 
climate-related risks 

are not already 
disclosed, should they 

be?

What disclosures are material to the financial statements?

Could investors reasonably expect climate-related risks to have a significant impact on the 
entity and would that risk qualitatively influence investor’s decisions, regardless of the 

quantitative impact on the financial statements?

Have these risks affected any of the 
amounts recognised or disclosed in the 

financial statements?

Are climate-related risks likely to have a 
material impact in the entity’s specific 

circumstances?

Determine relevant 
disclosures

Disclose why no 
impact

Consider the risks 
to determining 

amounts recognised 
and make relevant 

disclosures

No disclosures 
necessary

Yes

Yes Yes

No

No No

Source: Climate-related and other emerging risks disclosures: assessing financial statement materiality using 
AASB/IASB Practice Statement 2
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Climate-related risk & financial statement disclosures

Areas where climate risk may have some form of impact on the recognition and measurement of assets and liabilities now 
or in the future

Asset 
useful lives

Non-financial 
assets values –
Impairment

Financial asset 
values – Expected 
credit losses (ECLs)

Provisions 
and contingent 
liabilities

Onerous 
contracts

Financial 
instrument 
(investment) 
risk 
exposures

Fair Value 
measurement



Who is doing this 
already?
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What we’ve seen in the market

Australia

of ASX100 
companies 
acknowledge 
climate change 
as a financial 
risk

78%
report using 
the TCFD58%

include climate 
risk in their 
annual report32%

use scenario 
analysis to 
quantify risks

20%
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Climate Risks Reporting in the Annual Report

Climate Change report – extract 

Front-end Update on impact 
of climate change to the 

business, both threats and 
opportunities

Financial Statements
consider climate change on ore 

reserves, including an 
assessment of operating costs 
and extreme weather events

Detailed 
reporting within 

stand-alone 
report
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Climate Risks Reporting in the Financial Statements

ANZ 2020 Financial Statements

Credit Risk incorporates the risks 
associated with us lending to customers 

who could be impacted by climate 
change or by changes to laws… including 

carbon pricing and climate change 
adaptation or mitigation policies.

ANZ’s annual report 
provides a summary of 
its current and future 
climate-related risk 

focus areas

Detailed disclosures 
within a stand-alone 

report
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Climate Risks Reporting in the Annual Report

AGL 2020 Notes to financial statements

The recoverable value estimates used in 
the impairment of assets considers 

climate change risk through the 
adjustment of cash inflows.

Climate change is relevant to AGL’s 
customers, community 
relationship, people, the 

environment, and infrastructure.

Strategy will continue to remain 
flexible to respond to a climate 

transition

AGL provide detailed 
disclosures within stand-
alone scenario and TCFD 

reports
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Climate Risks Reporting in the Annual Report

High-level overview of 
management and board 

oversight of climate risks and 
Ansell’s TCFD journey

Climate change is identified as 
a business risk, potentially 

impacting costs of inputs or 
customer demand preferences

Additional detailed disclosures 
within stand-alone report
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Climate change may present risks that could impact the 
future profitability and prospects of Orora.

Climate Risks Reporting in the Annual Report

The Downer Board, through 
its oversight functions has 

verified that Downer 
appropriately considers 
climate change risks.

Downer note in their financial 
statements that the FY21 

budget and FY22 and FY23 
business plans include 

consideration of the impact of 
climate risk
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Climate Risks Reporting in the Annual Report

Notes in the financial statements
Notes to financial statements

BHP continues to develop its 
assessment of the potential impacts of 
climate change and the transition to a 

lower carbon economy.  Where 
sufficiently developed, the potential 

financial impacts… have been considered 
in the assessment of indicators of 

impairment.
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Climate Risks Reporting in the Financial Statements

APA 2020 Annual Report

Physical, economic and environmental 
factors are taken into consideration in 

assessing the useful lives of the assets, 
including but not limited to … climate 

change based on TCFD scenario testing to 
2030.

Santos 2020 Financial Statements

Current climate change 
legislation is also factored into 

the calculation and future 
uncertainty around climate 
change risks continue to be 

monitored.



Key 
takeaways
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Questions to consider ahead of your next annual report…

Climate risk is here

Climate risks may be material – remember that this is 
assessed from the user’s perspective!

Regulators expect climate impacts to be disclosed in the 
Annual Report, impacts and key assumptions should 
also be disclosed in the Financial Statements

Be consistent – make sure your Financial Statement 
disclosures are aligned with statements and 
strategies in the Front-end of your Annual Report.

Key takeaways 










Q&A
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