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Climate risk is here and now 

KPMG Australia CEO Outlook
Climate top of mind for Australian CEOs

70%

Experiencing increased 
demand for ESG reporting & 
transparency from investors 

and regulators

COP26 meeting must inject 
necessary urgency into 

climate debate

84%

Shareholders use annual general 
meetings to demand climate action from 
ASX-listed companies
ABC News – 7 October 2021

Greenwashing case against Santos shifts 
the dial on climate lawfare
Australian Financial Review – 2 September 2021

Auditors consideration of climate

Consistency with other reporting

Visibility of assumptions

Consideration of climate

Considerations of climate impacts in financial 
statements*

Good practice Few Concerns

Some concerns Significant  concerns

Source: Carbon Tracker and CAP team analyses
*107 global publicly listed carbon-intensive companies (FY20)

Assessment of 
disclosures 
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Your facilitators are…

Zuzana Paulech
Partner

Department of 
Professional Practice

Adrian King
Partner

Partner in Charge, 
Climate Change & 

Sustainability

Julie Locke
Senior Manager

Department of 
Professional Practice

Nathan Kessey
Director

CFO Advisory

Daniel Camilleri
Partner

Australian ESG 
Assurance Lead



Your climate 
response story
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What are the current requirements?

ASX Corporate 
Governance Principles

Recommendation 7.4:

“A listed entity should disclose whether it has any material exposure to 
economic, environmental and social sustainability risks and, if it does, 
how it manages or intends to manage those risks.”

Effective disclosure in 
an OFR

RG 247.64:

“An OFR should include a discussion of environmental, social and 
governance risks where those risks could affect the entity’s achievement of 
its financial performance or outcomes disclosed”

Making Materiality 
Judgements

Practice Statement 2

“Could investors reasonably expect that climate-related risks … have a significant 
impact on the entity and would that risk qualitatively influence investors' decisions, 
regardless of the quantitative impact on the financial statements” 
YES – Determine relevant disclosures; NO – disclose why no impact

Legal Opinion

Noel Hutley QC:

1. Duty of care and diligence (2016)

2. Liability risk for Directors increasing exponentially (2019)

3. Misleading and deceptive conduct (2021)
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What are the emerging expectations?

APRA 
Climate 

Vulnerability

2016 2017 2021 2022

COP21

TCFD 
established

TCFD 
recommendations 

published

2024

COP26

IGCC/CDP/PRI 
roadmap for 

mandatory TCFD 
reporting in 

Australia by 2024 

Regulatory
/ reporting 
landscape

2015

In 2020, 58 percent of ASX100 
companies made disclosures in 

alignment with TCFD.  This 
represented a 16 percent 

increase from 2019

In 2019, 42 percent of ASX100 
companies made disclosures in 

alignment with TCFD

58% 42%

ASX100 companies reporting in line with 
TCFD recommendations

Region Instrument? Mandatory TCFD?

Australia Proposed roadmap to mandatory TCFD disclosures by 2024 

New Zealand Legislative In part (comply or explain)

UK Combination Yes and in part

Hong Kong Expectation and regulation Yes

EU Regulatory Yes

Switzerland Legislative Yes

Canada Recommended Under consideration

Singapore Combination Yes

Brazil Regulatory Yes

US Executive Order Under consideration

UK TCFD 
mandatory 

NZ TCFD 
mandatory 

TCFD 
revised

2023 2025 2026

ASFI 
Roadmap 
2022 to 
2030

ISSB
launch

EU Corporate 
Sustainability 

Reporting 
Directive 
(CSRD)

EU 
Taxonomy

CBAM
comes into 

force

UK TCFD 
mandatory 
for large 

companies
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What are the requirements of the TCFD?

Governance over climate-
related risks and 

opportunities

Impacts of climate-related 
risks and opportunities on 

strategy

How you identify, assess 
and manage climate-related 

risks

Metrics and targets used 
to assess and manage

risks

Governance Strategy Risk Management Metrics and Targets

 Board oversight

 Management role in 
assessing and managing 
risks and opportunities

 Risks and 
opportunities over 
short, medium and long 
term

 Impact of risks and 
opportunities on 
strategy

 Resilience of strategy 
across different climate 
scenarios

 Processes to identify 
and assess risks

 Processes to manage
risks

 How processes are 
integrated into overall 
risk management 
frameworks

 Metrics to assess risks 
and opportunities in line 
with strategy and risk 
management process

 Scope 1, 2 and if 
appropriate 3 GHG 
emissions and related 
risks

 Targets to manage risks 
and opportunities and 
performance against 
targets
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Examples of good climate reporting practice: Governance
Extract from BHP 2021 Annual Report: Corporate Governance Statement

Transparent disclosure of 
governance over climate change 
(including Director capabilities) 

in Corporate Governance 
Statement of Annual Report
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Examples of good climate reporting practice: Strategy
Extract from Rio Tinto 2020: Climate Change Report

Clear 
communication 

of strategy 
across 4 key 

themes
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Examples of good climate reporting practice: Risk Management
Extract from Lendlease 2021 Annual Report

Legend:

Sensitivity of risks across 
different scenarios
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Examples of good climate reporting practice: Metrics/Targets
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Examples of good climate reporting practice: Reporting
Extract from Commonwealth Bank 2021 Annual Report: How we create value

Legend:
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1     References to “Climate” in Annual Report vs Financial statements

Common pitfalls
2    Greenwashing

Source: AFR 26 April 2021

3    Not meeting the needs of Investors

 Not disclosing potential financial impacts

 Portfolio resilience

 Strategic options

No. of references to “climate” in Annual Report (including financial statements)
No. of references to “climate” in financial statements only 

>10 times 
more 

mentions in 
front half

0 50 100 150 200 250 300

REA Group Ltd

Aristocrat

Afterpay

Woolworths Group Ltd

CSL

Newcrest Mining Ltd

Xero Ltd

Fortescue

Goodman Group

Telstra Corporation Ltd

Woodside Petroleum Ltd

ANZ Bank

Wesfarmers Ltd

Macqurarie Group

NAB

Transurban Group

Westpac Banking Corporation

RIO Tinto Ltd

CBA

BHPASX1

ASX2

ASX3

ASX4

ASX5

ASX6

ASX7

ASX8

ASX9

ASX10

ASX11

ASX12

ASX13

ASX14

ASX15

ASX16

ASX17

ASX18

ASX19

ASX20
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Implementation pathway: Are you On Track?

2017 2021



Bridging the gap 
to financial 
statements
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Consistency and impact of messages in the annual report

 Environmental obligations

 Participation in emissions trading schemes

 Investments – R&D/ capex/ other

 Divestments – assets/ operations

 Sustainability linked bonds

 Share-based payments

 Damage to property, plant & equipment

Direct transactions and events

 Strategic decisions

 Response to transition risks and opportunities 

Estimates – impact future cash flows

Financial statementsStory in front part

Strategies – risks and 
opportunities

Metrics, impacts, 
models & transactions

Governance
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Materiality in the context of financial statements

Information is material if omitting, 
misstating or obscuring it could 

reasonably be expected to influence 
decisions that the primary users of 
general purpose financial statements 
make on the basis of those financial 
statements which provide financial 

information about a specific reporting 
entity.

Both quantitative and qualitative 
factors

Expectations of users, including 
investors

Entity level decision – specific to 
your facts and circumstances

AASB 101.7
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What we are seeing in practice

Clear disclosure of why no impact or why not significant

Principal activities provision 
of services to brokers, so not 
exposed in same manner as 
insurers that underwrite risk 

of an insurance policy

Impairment assessment

Potential impacts of climate 
change and transition to lower 

carbon economy not 
considered to be impairment 

indicator currently
Extract from Steadfast Group 2021 Annual Report

Extract from Telstra 2021 Annual Report

Critical estimates and judgements
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What we are seeing in practice – 31 March to 30 June 2021

What specifically is 
considered?

Impairment of non-financial assets –
key assumptions in recoverable 
amount models

Most common areas mentioning climate

Restoration provisions – key 
assumptions impacting estimates What specific assumptions 

have been made?

Expected credit loss (ECL) 
methodology

What is missing?

How do assumptions differ
to those discussed in the 
front, and why?
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What we are seeing in practice

Discussion of strategies and scenarios 
Significant accounting policies, judgements and estimates

Framing of climate change 
response strategy and 

modelled scenarios how
reflected in significant
judgements and key 

estimates and therefore the 
financial statements

Continues on to discuss scenarios in more 
detail and impacts on commodities and 
demand for fossil fuels globally…

Extract from BHP 2021 Annual Report
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What we are seeing in practice

Disclosure of assumptions and sensitivity analysis

Understanding drivers of demand 
and supply, and how markets 

operates in and climate policies 
impact on useful life and 
impairment assumptions.

Sensitivities of changes in useful 
lives on infrastructure assets

Extract from Aurizon 2021 Annual Report
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Consistency and impact of messages in the annual report
Financial statementsFront part

Strategies

Risks and 
opportunities

TCFD modelling

Reasonable and supportable

Market data & expectations

Best available information at 
measurement date

Disclosures of judgements, estimates, 
assumptions and sensitivities



Enhancing 
integrity and 
reliability
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Enhancing integrity and reliability of data and disclosures

Materiality with 
reference to 
stakeholders

Clear executive 
accountability

Auditable processes and 
controls for data collection…

Supporting reporting, 
disclosures and statements

Connected reporting 
between the front and 

‘back half’ of your 
external reporting

Transparency and 
alignment

Development of a 
strategic response

Impactful Targets and 
Metrics

Understanding the 
Risks, Opportunities 
and Accountability

Processes, 
Governance, and 

Controls

Reporting & 
Disclosures

Strategic 
Development, Targets 

& Metrics

Assurance against the 
chosen reporting 

framework

Limited, Reasonable, 
Internal or External

Assurance

 Have your measurement and reporting processes established and tested. The TCFD framework can be a useful reference

 Involve your financial statement assurance provider early, assessing consistency of front and back half assumptions and disclosures.
Key Take-Aways



Wrap up
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1. Tell your climate response story applying the 
TCFD framework in the front 

2. Ensure clear link between front disclosures to the 
financial statements applying materiality

3. Bridge the expectation gap if assumptions and 
judgements appear to be inconsistent between 
the front and back

4. Have your measurement and reporting processes 
established and tested

5. Seek assurance over key metrics and consistency 
of disclosures early to enhance integrity and 
reliability

Key take-aways – preparing your Annual Report
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Resources

21RU-002 Climate-related risks 
in financial statements

Climate change financial reporting 
resource centre

Climate Change & Sustainability | 
Services & Consulting

Climate disclosures within the 
Annual Report 

https://home.kpmg/au/en/home/insights/2021/01/21ru-002-climate-related-risks-in-financial-statements.html
https://home.kpmg/xx/en/home/insights/2021/06/climatechange-financial-reporting-resource-centre.html
https://home.kpmg/au/en/home/services/advisory/risk-consulting/climate-change-sustainability-services.html
https://home.kpmg/au/en/home/insights/2020/06/climate-disclosures-annual-report-australian-focus.html


Questions



Thank you
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Partner, Department of 
Professional Practice
+61 2 9335 7329
zpaulech@kpmg.com.au
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Julie Locke
Senior Manager, Department of 
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Director, CFO Advisory
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nkessey@kpmg.com.au

Daniel Camilleri
Partner, Australian ESG 
Assurance Lead
+61 2 9335 8101
dcamilleri@kpmg.com.au
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