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“Climate change could be irreversible 
by year 2030”

- UN Intergovernmental Panel on Climate Change -
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Thailand’s Commitment at COP26

• Thailand ranked 9th on the 
Global Climate Risk Index 
2021 by “extreme weather 
events” between 2010 to 
2019

• Enhance GHG emission 
reduction target up to 40%

• Carbon Neutrality by 2050
• Net Zero Emission by or 

before 2065
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Climate risk, opportunities and financial impacts
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Climate-related Risks and Financial Impacts
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Key considerations 

Considering climate-related risks 
and opportunities and their financial impacts 

when preparing financial statements

Considering materiality from both
a quantitative and qualitative perspective

in relation to disclosures of key judgements
and assumptions related to climate risk

Providing clear and robust disclosures,
especially of the key judgements and

estimates affected by climate-related matters 

Ensuring consistency of assumptions used 
in relevant areas of the company’s financial 

statements and that they are in sync to
the extent appropriate with information

related to climate-related risks discussed
elsewhere in the annual report. 
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10
questions 
to start your
impact  
assessment
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Has your company made a net-zero commitment?

Does your company have polluting assets?

Is your company exposed to carbon-related regulation?

What about your inventory and production costs?

Does your company take part in an emissions scheme?

Does your company borrow funds?

Is your company a provider of finance?  

What about your staff benefits?

What about your cash flow forecasts?

What about your disclosures?
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Has your company made a net-zero
commitment?
Do you need to buy new, greener assets?
– If so, this may mean replacing existing assets with greener assets earlier than originally  

expected.
– This could lead to higher depreciation and amortisation expenses.

Do you need to write down your existing assets?
– If so, a significant impairment loss may arise because the assumptions for assessing the 

recoverable amounts may change.

Does the commitment trigger any liability?
– If your company has made a public announcement on its climate-change commitments,  

then this could trigger a liability.
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Does your company have polluting assets?
Do you need or plan to replace them?
– If so, polluting assets may need to be depreciated more quickly or written down – e.g. because 

of changes to the company’s strategy or asset management policies.

Have you recorded all environmental liabilities?
– Changes in or new legislation may result in your company needing to record additional 

liabilities.
– Even if there is no legal requirement to clean up environmental damage but your company has 

made a public announcement that it is committed to do so, then it may need to  recognise an
environmental liability.

Do you plan to renegotiate any leases?
– Changes in economic incentives to use or cease using a leased asset in the future – e.g.

a polluting asset – could cause a lease contract’s terms to be renegotiated.
– Ending or changing these terms before the lease contract expires could trigger a change  in 

the measurement of the lease asset and lease liability.
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Is your company exposed to carbon-related
regulation?
How do you measure your liability for pollutants?
– A provision for emitted pollutants is measured at the company’s best estimate of the future  

clean-up costs.
– Making this estimate may require specialised knowledge of environmental issues – e.g.  the 

quantity and type of contaminants involved, the local geography and remediation  costs.

Will compliance costs or taxes impact your prices?
– New climate-related policies or legislation may affect your company’s revenues or  

operating costs – e.g. a carbon tax.

Can you still use your assets as planned or do you need to write  
them down?
– Your company may need to review the existing pool of assets if new restrictions are  

introduced – e.g. on using diesel trucks.
– Such restrictions may mean that assets need to be depreciated more quickly or written down.
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What about your inventory and production
costs?

Will the cost of your products rise?
– Inventory and production costs may increase due to carbon taxes, emissions schemes,  

changes in production processes or substitution of raw materials for more  
environmentally friendly materials.

Could your products or raw materials be banned?
– Products that are considered to contribute to climate change may see governmental  

limits or bans.

Could shifting customer trends impact your inventory?
– Shifts in customer trends to more climate-friendly and sustainable products could  

decrease demand for your less green products and cause inventory write-downs.
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Does your company take part in 
an emissions scheme?
How do you account for allowances and grants?
– If you receive emission certificates from the government or purchase them, you may

account for them either as intangible assets or inventories.
– Emission certificates received are measured initially at their fair value or a nominal  

amount – i.e. zero. Those purchased are measured at cost.

How do you account for the liability if you exceed the emissions target?
– If your company would incur a monetary penalty if it failed to meet an emissions target,  

then it would recognise a liability for that monetary amount.
– Some schemes require a company to purchase emission certificates to settle the liability.  

If there is no active market, then measuring the liability is more complex.

Do you receive green credits that you can monetise?
– If your company receives green credits – e.g. for generating green energy – then it could

sell or trade them.
– These credits could be recognised as assets if they meet relevant criteria. Measuring  

these assets could be complex if the credits are not actively traded.



Does your company borrow funds?
Do you have loans with climate-linked covenants?
– Failing to meet any carbon emission targets in a loan agreement could cause your

company to be in breach of its covenants. Breaches would need to be disclosed.
– In some cases, a breach of a loan covenant could cause the lender to withdraw that loan  

or request immediate repayment.
– You would need to consider the breach as part of a broader assessment to determine  

your company’s ability to continue as a going concern.

Is your borrowing rate impacted by climate-related risks?
– Lenders might include environmental aspects when pricing a loan.
– For example, if they grant a discount on the interest rate when certain climate-related  

targets are met, then your company’s interest costs could fall. This loan may also be a  
hybrid contract with embedded derivatives.

14Document Classification: KPMG Public© 2022 KPMG Phoomchai Audit Ltd., a Thai limited liability company and a member firm of the KPMG global organization of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



Is your company a provider of finance?
Do you reflect climate-related risks appropriately in measuring  
credit losses?
– The impact of climate-related risks on expected credit losses (ECL) will vary depending  

on: their expected severity and timing, the impact on the borrower and on the lender’s  
loan portfolio, and the duration of the loan portfolio.

– The impact on ECL today could be limited because the most significant effects of climate  
change may be expected to emerge over the medium to longer term.

– However, it is important to monitor the speed and scale of these matters and consider  
their possible impacts on the measurement of ECL.

Do your credit risk disclosures address exposure to clients with  
higher climate-related risks?
– Your company may need to expand its credit risk disclosures to highlight sectors with  

higher exposure to climate-related risks.

How do you classify loans linked to climate targets?
– Classifying a loan with climate-related features will depend on how those features affect  

the cash flows.
– A loan with contractual cash flows that are impacted by these features may need to be  

classified as at fair value through profit or loss.
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What about your staff benefits?

Do they reflect preferences for greener alternatives – e.g. providing 
low-interest loans to finance the purchase of an electric car?
– If so, then these may give rise to short-term benefits recorded in profit or loss.

Do they include climate-related performance criteria?
– For share-based payment arrangements, these criteria would generally meet the definition of 

a non-market condition and would not affect the fair value of the share-based payment.
– For other long-term employee benefits, a climate-related condition would be included in the 

measurement of the liability.
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What about your cash flow forecasts?
Do they reflect climate-related matters adequately?
– The impact of climate-related matters on the assumptions underlying cash flow forecasts

needs to be considered.
– For example, cash flow projections for impairment testing need to be based on  

reasonable and supportable assumptions that represent management’s best estimate of  
the range of future economic conditions.

Are your cash flow projections used in calculating the  
recoverable amount impacted by climate-related matters?
– If the impacts of climate-related matters are ignored when performing impairment  

calculations, then the carrying amounts of assets – e.g. goodwill, property, plant and  
equipment, right-of-use assets and intangible assets – could be overstated.

Do the forecasts for assessing going concern consider different  
scenarios?
– Consider different possible scenarios, including a severe but plausible downside  

scenario.
– Additional disclosures may be required – e.g. significant judgements made on the  

assessment of material uncertainties.
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What about your disclosures?
Are they clear and robust about assumptions you’ve made?
– Your company will need to provide disclosures in its financial statements that are specific  

to its circumstances and provide clear and meaningful insights into the significant  
judgements and estimates made by management.

– For example, this might mean enhancing sensitivity disclosures and disclosures about  
the key assumptions made and major sources of estimation uncertainty.

Will they help investors understand the judgements you’ve made  
about the future?
– Your disclosures of significant assumptions and judgements on climate-related matters in  

the financial statements need to be clear and transparent.

Are they in sync with other sections of your annual report?
– It is important that the information in the back and front end of your annual report is in  

sync to the extent appropriate and complements each other.



Example of 
financial reporting
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Disclosure of climate-related matters in the financial statements

 Reflect climate-related risks 
in key assumptions used

 Disclose the impact of 
climate change on the key 
assumptions used to 
determine the recoverable 
amount of an asset

Company Enel SpA

Operation Energy multinational and one of the 
world’s leading integrated operators 
in the electricity and gas industries

Fiscal year 31 Dec 2020

Stock exchange Italian stock exchange
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Example of disclosure in Financial Statements

Ref: ENEL financial statements 2020 Ref: ENEL annual report 2020



ISSB
Update
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Crowded Reporting Frameworks
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International sustainability reporting journey 

Working group to accelerate convergence in 
global sustainability reporting standards

International Sustainability 
Standard Boards “ISSB”



25Document Classification: KPMG Public© 2022 KPMG Phoomchai Audit Ltd., a Thai limited liability company and a member firm of the KPMG global organization of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

1

ISSB Standard timeline

The first two standards may be issued as soon as H2 2022. Individual jurisdictions will decide whether and when to adopt them.

With strong support from International Organization of Securities Commissions (“ IOSCO”, a rapid route to full adoption is expected 
in a number of jurisdictions. In some jurisdictions, the standards will provide a baseline.

Some public and private companies may choose to adopt them voluntarily – e.g. in response to investor or societal pressure.
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ISSB Standard disclosure requirement 
1



Action plan
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01
SET UP 
responsible 
team 02

IDENTIFY risk and 
opportunity 
(R&O) from 
climate change

04
EXPLORE
opportunities to 
mitigate Risk and 
enhance 
Opportunity

03
ASSESS impact 
of R&O in term 
of financial and 
non-financial

05
STRATEGIZE
business 
direction to 
handle 
climate 
change

06
REPORTING 

- One report 
requirement

- Annual GHG 
emission 
Scope 1-3

- Impact to 
the financial 
statements

- Preparation 
for ISSB 

Net Zero 
Emission

Climate change :  Action plan
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Risk Description Potential impacts Significance 
of  impacts

Acute [Insert description] [Insert potential impacts]

Chronic [Insert description] [Insert potential impacts]

Tr
an

si
tio

n 
ris

ks

Policy and legal [Insert description] [Insert potential impacts]

Market [Insert description] [Insert potential impacts]

Technology                              [Insert description] [Insert potential impacts]

Reputation [Insert description] [Insert potential impacts]

Potential effects of climate-related risks on the entity

Regulatory disclosure

The Task Force on Climate-related Financial Disclosures (TCFD)1 splits climate-related risks into two categories: risks related to the physical 
impacts of climate change and risks related to the transition to a decarbonised carbon economy. 

Management’s current assessment of the risks, and the potential impacts and timing, is as follows: 

5-10  years

next 5 years

Climate
-related 

risks

[10+ years]

[5-10  years]

[Today]

[Reputation]

[Policy 
and 

legal][Technology]

[Acute]
[Market]

High impact

Medium impact

Low impact1 The TCFD has developed a framework for reporting climate-related financial information -
‘Recommendations of the Task Force on Climate-related Financial Disclosures’ .

[Chronic]

[Next 5 years]

https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf


Management’s assessment of the potential impacts of climate-related risks on financial reporting Observations

[Asset useful lives] [Asset lives may be affected by commitments and strategies that affect the future operation 
of the business model. For example, commitments to operate the business on a carbon 
neutral basis, or changes to the business model to respond to changing customer needs.]

[Insert observations]

[Impairment] [Longer-term ‘business as usual’ assumptions in impairment testing models may be 
affected by expectations of changes related to climate-related issues.]

[Insert observations]

[Provisions and 
contingent liabilities] 

[Constructive obligations may arise from specific commitments or past practice to remedy 
environmental damage. Provisions for longer-term contracts may be required if costs 
attributable to climate-related factors affect expectations of their future profitability]

[Insert observations]

[Expected credit 
losses]

[Actual or expected adverse changes in the regulatory, economic or technological 
environment of borrowers could result in a significant change in their ability to meet 
debt obligations.]

[Insert observations]

[Financial instrument 
risk exposure]

[Climate-related factors may create concentrations of risk that are correlated across 
investments in different entities and sectors. Concentration risk disclosures under IFRS®

Standards may be material, regardless of their numerical impact.]

[Insert observations]

[Materiality 
considerations]

[Users want to understand how climate risk has been considered in preparing the financial 
statements, and will expect transparent disclosure of the assumptions, judgements and 
estimates made.]

[Insert observations]

Potential impacts on financial reporting



Key questions 



Impact
What is the Company’s Risks&Opporutntiies impact 

assessment on climate change?

Strategy
What is our strategy for responding to 

Risks&Opporutnties arising from climate change?

Stakeholders’ expectation
What are the stakeholders’ and regulatory expectation and 

how are we addressing them?

People
Do we have the responsible team with the right capability 

to address climate Risks&Opporutnties? 

Reporting
What is our current reporting status on ONE report 

disclosure and Scope 1-3 GHG emission? Are we ready 

to report under ISSB reporting?



Q&A



Twitter: @KPMG_TH
Linkedln: linkedin.com/company/kpmg-Thailand
Facebook: facebook.com/KPMGinThailand
YouTube: youtube.com/kpmginthailand
Instagram: instagram.com/kpmgthailand/ home.kpmg/th
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Contact us
Natthaphong Tantichattanon
Partner
Tel +662-677-2354
Email: natthaphong@kpmg.co.th
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