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climate change should be considered from both 
the Inside-Out as well as the Outside-In 
perspective

Inside-out:

Impact of companies on 

climate change

Outside-in: 

Impact of climate change 

on companies’ business 

models

COMPANY CLIMATE CHANGE

MEASURE

GHG emissions 

inventory

SET TARGET
Ambitious target

DEVELOP & 

EXECUTE 

decarbonization plan

IDENTIFY
Risks and 

opportunities

ASSESS
Financial impacts 

according to scenarios

DEFINE
Climate-resilient 

strategy

Net Zero Pathways 

Decarbonization 

Climate risks
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TCFD Implementation Roadmap

KPMG has worked with a range of organisations to implement all aspects of the recommendations of the TCFD.  Below is a summary roadmap

Development of climate scenarios

Identify the most appropriate 
climate scenarios for your business

Physical and Transitional Risk & 
Opportunity Identification

Identify climate-related risks and 
opportunities which may impact 
both operations and the supply 
chain

Governance

Review risk management 
processes to include climate-
related risks.

Target Setting and KPI Development

Develop metrics to assess climate-related 
risks and opportunities and ensure they are 
supported by science and aligned to 
company strategies.

Quantification of risks

Using scenarios identify the 
projecting change in probability of 
events occurring and assess future 
financial impact.

Gap Analysis

current alignment with the 
recommendations of the TCFD

Implementation Pathway

Develop a plan to close identified 
gaps and implement the 
recommendations of the TCFD.  

Disclose in alignment 
with the TCFD

Develop public 
disclosures for use in 
Annual Report, 
Sustainability or 
Integrated Reports, and 
public position 
statements / policies.
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Key considerations for setting the right approach from the 
start

Next to guiding disclosure, applying the TCFD framework informs strategy, requiring top management buy-in

Stakeholders engagement is key to ensure a common understanding, buy-in and smooth integration

Data availability, both internally and externally may complicate and delay quantification

Risk integration comprises multiple elements for consideration

Key scoping elements of the scenarios are temperature trajectories, time horizon and at least two scenarios
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Scenario Development 
MethodologyKPMG utilises a top down and collaborative approach to developing climate scenarios and applying those scenarios across your business operations, supply chains, and customers to 
identify climate-related physical and transition risks.

Detailed climate scenario development

Global climate scenarios –
macro narrative

Relevant physical, social and 
economic considerations

Sectoral and geographical 
specifics

Reference 
indicators

Develop narrative support pillars

Identify key indicators and signposts of change

Identify relevant sectoral and geographic parameters

Describe global macro political, economic, and environmental scenario trends

Immediate Action (<2°C scenario)

• Strong, very fast curtailment of emissions, which peak around 
2025

• Government and consumer led change with strict policy and 
clear preference changes

• Circular economy trends prevail

• Fast transition to renewables and low carbon transportation

• Manageable level of transition risks present

Delayed Policy Response (2-3°C scenario)

• Minimal short-term change to policy landscape followed by 
rapid shift to coordinated decarbonisation policy in 2030

• Material change in approach leading to rapid decarbonisation
of key sectors from 2030

• Impact to trade from 2030 as climate policy enforces 
regulations in various sectors

• Moderate physical impacts and significant transition impacts 
present

Business as usual (4°C scenario)

• Little to no change in current action to prevent climate change

• Policies are disorganised, with leaders and laggards throughout 
the market

• Supply chains experience significant impacts due to severe 
weather events

• Significant physical impacts and little transition impacts 
present
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Physical Climate Risk Assessment 
MethodologyKPMG can also offer customized and detailed physical risk assessment. In addition to repair & replacement cost, we can also offer loss of service impacts due to natural hazards where if 
one asset fails a broader loss of service occurs. 

Hazard (more info on slide 28)

Financial DataExposure

Selected hazard frequency and severity: Impact of hazard by asset type:

• Damage ratio;

• Adaptation measures adjust the damage ratios;

Estimate the cost and likelihood:

• Annual Aggregate Loss: Cost to repair / replace & loss 
of services;

• Annual probability of occurrence;

• Annual Exceedance Probability;

Assets of concern:

• Asset co-ordinates;

• Asset risk factors such as energy type, asset type 
(generator, transmission tower, cabling), material type, 
asset age, cyclone rating. 

Drivers of cost if insured:

• Insurance premium & claim history;

Drivers of cost if uninsured:

• Repair/ replacement costs;

• Loss of service (supply & demand sides);

Drivers of hazard impacts:

• El Niño/La Nina;

• 25km x 25km CORDEX1 grid cells;

• Climate scenarios (RCP 2.6 2, 8.5 3);

• Interaction between the hazards;

Climate Forecast

Input Data

Physical Risk Model Forecasts

Vulnerability Financial

• Bushfire;

• Tropical cyclone;

• Riverine flood;

• Heatwave;

• Rainfall;

• Humidity;

• Windspeed;

• Sea level rise;

1 Coordinated Regional Climate Downscaling Experiment
2 Risk Concentration Pathway 2.6 scenario will result in an average global warming between 0 to 2 degrees above pre-industrial times by the year 2100.
3 Risk Concentration Pathway 8.5 scenario and will result in an average global warming between 3 to 5 degrees above pre-industrial times by the year 2100.
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Water scarcity Increase in temperature Heat wave days

Change in growing season

length

Child labour (climate change) Carbon price

Scenario Time Horizon

2050
2ºC

Geographical scope
Climate tool

Low High

Climate related impact

Possible negative impacts 

— energy costs at manufacturing sites for 

cooling 

— cost of supply due to disruptions related to 

heat stress and droughts 

— workers’ productivity (e.g. supply chain)

— health issues impacting suppliers, staff and 

providers

— migrant flows, favoring vector-borne 

disease and rising health challenges

Possible positive impacts 

— demand for certain products 

— need for research and development of 

new/existing products

Upstream

Sites

Downstream

Our climate tool can help you understand what latest climate data science and 

political development can look like in different scenarios …
… but more importantly we can help 

understand what these mean for the company

Our climate tool will help visualize & prioritize 
risks, countries, sites, suppliers, …

 Mock disclosure that could represent the company’s assets, operations, R&D centers, suppliers, markets, etc

+ 16 maps
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