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Ask a question and access resources

Tou asked:

What happens when | raise my hand?

Download resources
Link to slides in event reminder email

Access related resources, including
the presentation slides at
icaew.com/crfwebinars

To ask a question
Click on the Q&A button in the bottom
toolbar to open the question box.

Type in your question and press send.

Note: If you wish to ask your question
anonymously check the send
anonymously box shown on the
illustration on the left.
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Regulatory Requirements
Recap



Reqgulatory Requirements — A Recap

The regulations provide for 8 disclosure requirements across
Risk Management, and

Company’s governance arrangements regarding assessing and managing climate-
related risks and opportunities (CRROS).

Principal CRROs arising from operations, and the time periods by reference to which
they are assessed.

Actual and potential impacts of the principal CRROs on the business model and
strategy.

Analysis of the resilience of the business model and strategy, taking into consideration
different climate-related scenarios.

How the company identifies, assesses, and manages CRRs.

How processes for identifying, assessing, and managing CRRs are integrated into the
overall risk management process.

Targets used to manage CRRs and to realise CROs and a description of performance
against those targets.

KPIs used to assess progress against these targets the calculations on which the KPIs
are based.



Climate reporting is a journey...

Awareness

Unaware

Business does not
recognise climate
change as a
significant issue

Build
capacity

Strategic
Integrate assessment
into
operational
decision
making

Business has
incorporated climate-
related risks and
opportunities into its
strategy

Source: Transition Pathway initiative's State of transition report 2021
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Describing your
governance



Governance

Company’s governance arrangements regarding assessing and managing
climate-related risks and opportunities (CRROSs).

* Allows a user to understand how climate-related risks and
opportunities are identified, considered, and managed.

Which person or committee has responsibility
Frequency of considerations
Extent of Board consideration

Current skillset
Training and external assistance



Example disclosures

CLIMATE RISKS AND TCFD

Why does it matter?

We recognise that climate change is a pressing global
issue and as a company we are committed to promoting

a sustainable environment and to provide updates on our
progress in doing so. To that end, we are pleased to issue
our report in response to the Task Force on Climate-related
Financial Disclosures (TCFDY) recommendations.

What have we done?

The TCFD recommendations encourage companies

to disclose information on their financial risks and
opportunities due to climate change, and how they are being
managed. During 2022 we further developed our approach
to assessing the impact of climate change on our business
operations, strategy, and financial planning.

How do we ensure good governance?

The Board views oversight and effective management

of environmental, social and governance related risks as
essential to the Group's ability to execute its strategy and
achieve long term sustainable growth. The Board receives
quarterly updates on progress around ESG focus areas
including climate related risks and opportunities. In addition,
the annual budget process now includes consideration of
operating company level carbon reduction plans, and we will . Committee
be introducing a similar focus into the 2023 strategic planning
process which covers a five year timeframe. The evaluation of
potential acquisitions also includes assessment of the impact
on our carbon reduction targets. The Audit Committee is Agrees TCFD metrics and targets with ESG Committee
responsible for overseeing the management of climate related
risks and opportunities and associated metrics and targets.

In addition, the Risk Committee is responsible for identifying
and assessing climate related risks and opportunities and
during the year we developed and implemented an approach = Further details about the Risk Committee can be found on page 61.
to support this assessment.

Responsible for the me to identify and
related risks and opportunities

Reports significant climate related risks and opportunities and
I nding mitigation plans to the Audit Committee for
consideration

Source: Hill & Smith PLC Annual Report and Accounts 2022
Hill & Smith PLC - Reports and presentations (hsgroup.com)

These examples are not intended to represent “best practices” nor demonstrate disclosures that fully meet the associated recommended disclosure(s). Instead, the examples
are provided to assist you with generating ideas for your own disclosures.


https://hsgroup.com/investors/reports-and-presentations/

Describing your principal
climate-related risks and
opportunities



Principal climate-related risks and
opportunities

Principal climate-related risks and opportunities are those which have the
potential to have a significant negative or positive impact on the company or
LLPs business model and/or strategy

In describing the actual or potential impact, a business should consider both
the actions that are being put in place now and contingency plans for actions
which may be taken in the future

Determination of materiality for climate-related issues should be consistent
with how materiality of other information included in financial statements are
determined

Ensure the relationship between climate-related risk disclosures and other
risk disclosures in the annual report is clear

Ensure that the discussion of risks and opportunities is balanced, not placing
undue emphasis on any opportunities disclosed



Example disclosure — Linkage to principal

risk disclosures

3. Competitive markets Competition in our core markets, from both
existing and new competitors could create
Risk rating strong pricing pressures, potentially resulting
HIGH in lost sales and reduced profits.
Impact: Medium  Likelihocod: High @
Risk appetite No ch
Receptive
. This year IMI Critical has seen a significant
Link to strategy INCrEgs rKEt oroer

grades, however dimate chonge transitiona
risks could see a decline in the Oil & Gas sector
n the medium-term.

Customer satisfaction

Complesaty reduction

Innowation

Sustainability

Talent & engaogement

Digital

Links to other risk elements

Global macro-economic uncertainty
& politscal instability

Margin erosion

Organic growth

ESG/Climate Change

We have an M&A strotegy which looks to
opply our expertise in attractive markets, in
established ond adjocent sectors with a strong
link to our Better World strategy. This has been
demonstrated through the recent purchases
of Adaptas, Bohr Modultechnik, Cor Solutions
and Heatmiser

Our Growth Hub aims to create significant
customer-pull and uncover new opportunities

by sohing owr customers’ key problerns, through
odvanced applications engineering, helping

us deliver more competitive products such as
optix, Hydrogreen, EroSobee, WIVO Electrolyser
and TA Smart.

We monitor comipetition risk monthly by
reviewing progress against our strategic growth
plans and the performiance of our peers.

Robust controctual terms ensure material price
inflation is possed onto the end customer. The
raature of IMI Critical’s long-term projects enables
efficient hedging of foreign currency

ond commaodity prices.

We miaintain strong brands and defend our
trademarks and bronds and continue to
develop our market leading opplications
engineering expertise.

Cwr Yalue Teday initiotives aim to maintain

or even strengthen our competitive position
through innovative soluticns from Growth Hub,
continuous process improvernent, growth in the
Aftermarket and an occeleration of IMI| Hydronic's
HWAC solutions due to the greater demand far
energy efficiency.

Source: IMI Plc, Annual Reports and Accounts 2022 (imiplc.com)

This example is not intended to represent “best practices” nor demonstrate disclosures that fully meet the associated recommended disclosure(s). Instead, the examples are

provided to assist you with generating ideas for your own disclosures.


https://www.imiplc.com/sites/imi-corp-rev2/files/2023-03/imi-ara-2022-web-version.pdf

What timeframes should you use to assess
climate-related risks and opportunities?

Climate-related risks and opportunities may arise in the short term, medium term, or over a period
of time which may be outside your usual planning cycle.

You should consider all relevant time horizons, not just those that are usually considered for
budgetary, strategy or planning purposes. For example, you could consider:

Disclosures should explain how you have determined the time periods that you
are treating as short, medium and long term
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Describing your risk
management process



What to think about when describing your
process?

How do you identify,
assess and manage |dentified at Group or How often is this
climate-related risks and Subsidiary levels? refreshed?
opportunities?

Integrated into the
existing risk management
process?

What systems and
processes are used?




Better disclosures...

Are clear on the relative size and importance of climate-related risks to other
risks

Connect to existing risk disclosures

Clearly define and describe materiality relating to the risk assessment

Explain how processes and controls are integrated into existing risk
management processes
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Introduction to scenario
analysis



What is scenario analysis?

Identify
assumptions that

Project future state

Project future state
based on different

scenarios

Identify current state based on selected may impact the

scenarios strategy

For example: For example:
+ 1.5 degrees * Government Policy
* Macro-Economic
Trends

* Energy Pathways
» Technology




Weighing up your approach...

Under CFDs, the approach to scenario analysis should be at least qualitative.

Qualitative Quantitative



Example disclosure — evolution of scenario
analysis...

The main impacts of the 2°C scenario were as follows 2019

= Iero met deforestation requirements are introduced and a shift to
sustainable agriculture e.g. Climate Smart Agriculture, puts pressure
on agricultural production, raising the price of certain raw materials.

The main impacts of the 4*C scenario were as follows:
= Chronic and acute water stress reduces agricultural productivity in
some regions, raising prices of row materials.
= Increased frequency of extreme weather (storms and floods)
causes increased incidence of disruption to our manufacturing and 202 1
distribution metworks.
» Temperature increase and extreme weather events reduce economic
activity, GDP growth and hence sales levels fall

Source: Unilever Annual Report and Accounts 2021
Unilever Annual Report and Accounts 2021

1.5°C scenario analysis financial quantification in current money

Source: Unilever Annual Report and Accounts 2019
Unilever Annual Report and Accounts 2019 Financial quantification of the assessed regulatory and market risks

Potential financial impact on profit in the year
if no actions to mitigate risks are taken™

Risk 2030 2039 2050 Key assumptions

-£3.2bnto -€£5.2bn to -£6.1bn Absolute zero Scope 1 and 2 emissions by 2030
-£2.4bn -€4 8bn * Scope 3 emissions exclude consumer use emissions
» Carbon price would reach 245 USDytonne by 2050,
rising more aggressively in early years in a proactive

‘We quantified how high prices from
carbon regulations and voluntary

scenario
offset markgts_for QU UpStreanm » The price of carbon offsetting would reach 65 USD/
Scope 3 emissions might impact tonne by 2050

our raw and packaging materials
costs, our distribution costs and
the neutralisation of our residual
emissions post 2039,

» Offsetting 100% of emissions on and after 2039

Land use regulation impact on -£0.8bn to -€2.1bnto -€5.1bn to = By 2050, in a proactive scenario, land use regulation
food crop outputs ~€03bn -€0.7bn -€1.7bn would increase prices by:
= Palm: -28%

We quantified how changing land » Commodities and food ingredients: -33%

use regulation to promote the

conversion of current and future = By 2050, in a reactive scenario, land use regulation
food crops to forests could drive would increase prices by:

reduced crop cutput and lead to = Palm: -10%

increased raw material prices, » Commeodities and food ingredients: -11%

impacting sourcing costs.

These examples are not intended to represent “best practices” nor demonstrate disclosures that fully meet the associated recommended disclosure(s). Instead, the examples
are provided to assist you with generating ideas for your own disclosures.


https://assets.unilever.com/files/92ui5egz/production/1e37dec387a6647bd6bd1c8d1bc8a86cd0135ed7.pdf/unilever-annual-report-and-accounts-2019.pdf
https://www.unilever.com/files/92ui5egz/production/75f31d18a2219004f4afe03e37ccd2a3b383472f.pdf

Who should be involved?

_— ~_

R&D
team
Business _
Unit leaders \q



Scenario analysis — Key reminders

Scenarios should be sufficiently varied to cover a range of future outcomes
relevant to the business

Disclose the scenarios used (including the source where appropriate) and why

Disclose the effect that operating within each scenario would have on the
resilience of the current business model and strategy

Disclose the extent of the mitigating measures and residual risks and effects of
climate change

Disclose the assumptions and estimates that underpin the scenario analysis
exercise, including how and why if they have changed from the prior period.

Explain if there is divergence to the methodologies, assumptions and estimates
used within industries and why they remain appropriate

Renewed at least every 3 years, unless there is a significant change in
assumptions



Describing your metrics
and targets



Metrics and Targets

Targets used to manage CRRs and to realise CROs and a
description of performance against those targets.

KPIs used to assess progress against these targets the
calculations on which the KPIs are based.

 Allows a reader to understand how you measure
climate-related performance, as well as your
progress towards pre-defined targets.



Metrics and Targets

« Explain targets and how it links with future
operations and the related risk or opportunity.

» Timeframe to meet target — short, medium, long
term.

» Describe how the target is monitored and
assessed for progress.

 This description includes the KPIs used and their
calculation methodology.

« Changes in KPIs — reason for change and why the
new one is more effective.



Example disclosures

Net Zero Asset Owners Alliance (NZAOA) targets
Aviva has also set two sub-portfolio targets through the United Nations-convened NZAOA. These are outlined below along with the KPIs which are used to track them.

Net Zero Asset Owner Alliance-based target Key performance indicator identified
25% reduction in real estate carbon intensity by 2025 from a 2019 base year 9% reduction in direct real estate portfolio GHG emissions per square metre (m?) from 2019 base
year
25% reduction in weighted average carbon intensity for the listed equity and corporate bonds portfolio by 9 reduction in listed equity and corporate credit weighted average carbon intensity (WACI) by
2025 from a 2019 base year revenue from 2019 base year
Table 3: WAC! [tCO.e/Sm revenue) for credit and
equities (shareholder and policyholder assets) by Note 1 - Changes to metrics and
business” Source: Aviva/ MSCI® comparative amounts
Entity 2022 2021 Metrics
Auiva total* @ 120 135 In 2022 we have expanded the scope of
UK & Ireland Life 116 133 metrics to include additional policyholder
UK & Ireland General dataH V\:’je lhave atiolrcrc:n;ydered the latest |
Insurance 70 84 methodology published in 2022. As a result,

the following metrics have been updated:
Canada 50 46

« Estimated financed emissions (note 5) - The
weighted average carbon intensity metric
for credit and equities shareholder assets,
disclosed at 2021, is included in our

e e Financed emissions note. The scope has

Definition GHG intensity caleulated as total quantity of Seope 1 and 2 (location-based) emissions per £m gross written premiums (GWP) been expanded to include policyholder

Scope This is reported for the peried 1 January - 31 December. We include emissions from Group entities over which we have operational contt  data. Attributed emissions (being the Scope
Overview”. 1and 2 indirect emissions from the investee

Units Tonnes COze (tCOze) / £ million GWP. companies) is now disclosed in addition to

Calculation This GHG intensity is calculated as: total guantity of Scope 1 and 2 (location-based) emissions divided by £m GWP. A location-based met intensity.

and reporting | which energy consumption cccurs.

method

GWP is a financial measure disclosed in the Annual Report and Accounts. Data on Scope 1 and 2 (location-based) operational emissions are calculated based on the method highlighted in the
external reporting criteria provided for Scope 1 and 2 operational emissions.

Source Emission data is sourced from the Group’s environmental system. GWP is a financial measure disclosed in the Annual Report and Accounts.

Source: Aviva plc Climate-related Financial Disclosure 2022
Our reports - Aviva plc

These examples are not intended to represent “best practices” nor demonstrate disclosures that fully meet the associated recommended disclosure(s). Instead, the examples
are provided to assist you with generating ideas for your own disclosures.


https://www.aviva.com/investors/reports/

Metrics and Targets — Thematic Review

e FRC Thematic Review

» Combined FRC and FCA — TCFD by premium listed companies

mmeee  |Mprovement from prior year

* Incremental improvements and increased transparency

» Room for improvement — company-specific metrics and targets, better linkage,
explain year-on-year movements

meme Adequate disclosure of plans

» Metrics unclear and limited explanations of performance
» Expected steps, highlighting areas of judgement and uncertainties

Consistent and comparable metrics

« Direct comparisons are challenging due to methodological differences
* Cross-sector and industry-specific metrics

mmee EXxplain impact of targets on financials

« Difficult to determine the extent to which impact of targets had been considered




The climate reporting
journey



Climate reporting is a journey...

Build
capacity

Awareness

Unaware

Business does not
recognise climate
change as a
significant issue

Strategic
Integrate assessment
into
operational
decision
making

Business has
incorporated climate-
related risks and
opportunities into its
strategy

Source: Transition Pathway initiative's State of transition report 2021



Creating an implementation roadmap

(@ D D
2) Undertake a gap

analysis on existing
processes, data,

1) Create an
internal working

3) Identify climate-
related risks and

group and disclosures opportunities
4 J .
6) Establish a plan 5) Identify gaps to
and timeframe to be addressed in the 4) Develop a
address the gaps short-term and take scenario analysis
over the longer term action
A 4 AN _/': A

8) Reflect on the
7) Prepare reporting and agree
disclosures a roadmap for the
next reporting cycle
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Poll question



Poll question

How would you describe your level of preparedness for getting started with
climate reporting, either in your business or with your clients?

Completely prepared
Reasonably well prepared
Moderately well prepared
Prepared to a limited extent

mo o w2

Not prepared at all



Ask a question and access resources

Tou asked:

What happens when | raise my hand?

To ask a question
Click on the Q&A button in the bottom
toolbar to open the question box.

Type in your question and press send.

Note: If you wish to ask your question
anonymously check the send
anonymously box shown on the
illustration on the left.

Download resources

Access related resources, including
the presentation slides at
icaew.com/crfwebinars



Faculty and other resources

Non-financial reporting hub

icaew.com/nfr

ICAEW factsheets

icaew.com/crffactsheets

Climate-related Financial Disclosure
Regulations Factsheet

Webinar recordings

- Getting started with climate reporting part 1

icaew.com/crfwebinars

TCFD guidance on scenario analysis

https://assets.bbhub.io/company/sites/60/2020/09/2

020-TCFD_Guidance-Scenario-Analysis-
Guidance.pdf

ICAEW KNOW-HOW
FINANCIAL REPORTING FACULTY

CLIMATE-RELATED FINANCIAL DISCLOSURE
REGULATIONS

Climate-related F Di e Reg 1S

This factsheet provides an overview of the Climate-related Financial
Disclosure Regulations 2022. This factsheet applies to UK companies and
LLPs that report under both UK GAAP and IFRS.

Key reg ns for this factsheet
This factsheet includes links and references to key regulations. There's a
summary of the links, and guidance on how to use them, on page 2.

Section 1
Introduction

Climate ch and

g elated reporting
Climate change affects all entities to a greater or lesser extent and presents both

risks and opportunities to businesses.

).

Published 1 February 2023
Last updated 1 February 2023

Section 1
Introduction 1
Section 2
Links to regulations 2
Section 3

Understanding the UK climate

reporting landscape 3
Section 4
Overview: UK Climate-related Financial
Disclosure Regulations 6
Section &
Group considerations 9
Section 6
Gor and Risk 11
Section 7
Strategy 12
Kertinn A
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icaew.com/cpdchanges




Questions

Laura Gardner
Associate Director
Grant Thornton

Tiaan Fourie
Associate Director
RSM
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Thank you for attending

—

e A

Please take the time to fill out our y Contact the Corporate Reporting
= short survey. = Faculty.

» Tel: +44 (0)20 7920 8533
 Email: crf@icaew.com

 Web: icaew.com/crfac

This webinar is presented by the Corporate Reporting Faculty.

The faculty produces a wide range of resources including factsheets and online guidance to help you
stay up-to-date and meet your continuing professional development needs. It also hosts webinars and
other events throughout the year, providing an opportunity to network with like-minded professionals.

ICAEW members can join the Corporate Reporting Faculty at no additional cost. Charges apply for non-
ICAEW members.

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice.

© ICAEW 2023
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