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Climate Change Risks and Financial Impacts
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Climate Change Impacts across Regions

Climate scenarios extracted from the latest IPCC report

Pata: SSP dgtabase (IIAISA)/GCP
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Every region is affected by changes in climatic
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Climate Change Impacts vs. Mitigation costs

Climate scenarios extracted from the latest IPCC report

Simulated change at 4°C global warming

lIZ)ata: SSP dgtabase (IIAISA)/GCP
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Physical Risks from Changing Climate

From
moderate
to high
risk
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Risks and/or impacts for specific natural, managed and human systems

The key elements are presented here as a function of the risk level assessed
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Intergovernmental Panel on Climate Change (IPCC)
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! Every region faces more severe and/or
frequent compound and cascading risks

¢) Example of complex risk, where impacts from climate extreme events have cascading SDGs
effects on food, nutrition, livelihoods and well-being of smallholder farmers
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Economic Impacts from Climate Change

Figure 6: The climate-change modelling process
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The first step is to estimate how
GHGs emissions will change in

the future, as this will determine
the levels of atmospheric GHGs,

which in turn will drive warming.

This is a key specification of any
climate scenario.

Il Warming

Following this, a key question

is how much warming will be
driven by a certain level of GHGs
and how quickly this warming
will happen, as this will drive the
frequency and severity of the
acute and chronic physical risks
we expect to be impacted by.
This is driven by climate models,
which are parameterised to past
climate-system changes.

Source: Trust et al. 2023 The Emperor’s New Climate Scenarios

Il: Damages

Finally, we seek to estimate how
much damage these physical
risks will inflict - what could the
impact be on individual assets,
companies, countries and the
global economy.
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Economic Impacts from Climate Change

Percentatge loss in £
global GDP o

Statistical modeling (regression-based
econometric models)
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— Structural models (e.g. IAM, CGE)

- frequently cited estimates of economic
¢ 2 ¥C 4C  FC ECTC costs of climate change by using Integrated

Global temperature change above pre-industria .
Assessment Models may be substantially
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Economic Impacts from Climate Change

« Climate change and the associated impacts of climate extremes will cost A
LOT OF MONEY

« Assessing the economic costs is associated with high uncertainties

« Often only direct impacts considered but indirect and cascading impacts
can increase the costs

« We currently lack sufficient tools and data to systematically and
comprehensively estimate economic costs of climate extremes on a global
scale

°CICERO
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Double Materiality and Climate Risk

Hazard
Figure 2: Double materiality - the interaction between the physical climate and our economy
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°CICERO

Physical Climate Risk: User Needs and
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Table 1. Details of available approaches on physical climate risk analysis
Service provider
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Sarvice Seven Microsoft

Approach

fwesre far c“mg:m ‘““w”::f‘ 427 Climate il Climate TRIP Wtter Risk
projects e . R okt Fromewnrk Manetizer
Issumrs

L . L . L] ,/
L] L]
L] L]
Elernent af value chain L]
Sector L ] L ] L ] L ]
Geogrophy L] L] L
Asset closs L ] L ]
Fortfalia L] L3 L] L] *
Soversigns @ . ®
Carnponies ) ® »
Restricted to cne horizon L] L] L ] L] * L]
Detail and aga. per harizons e @ o

Time hovizons adnessed!

Past — @ . . -.f ]

i 20ond D Bmster | 2090 ond 1 -
Future e TR T e oo e
i = B i an clat
zords comiined L] L ] L ]
Specific hazord(s| odressed L] . L] L] L
Extremes
Floods L] L] L] L] L] L]
Landslides L g L] L
Fires L] L] L] L ] L] L]
Stonms L] L] L] L] L] L]
Tempercture L ] L L L ] L ]
Drought e ™ ™
Pracipitation L ] L ] L
Chronic changes
1 ] L] L] L]
L] L] L L]
L L ] L] L L3
L L]
- @ Etrpolation
weathar mnts
= house scenana
inform: y F >
. . s P
jos  Basedon ACFs ond #CFs and T i
IPCE scenarios e T RCPBS ey
Other | & ®

Paid Paid Fras Paid Paid Pald Paid Fres

*) Note that Carboned & a research praject partner in the CimINVEST project.
**) Ecalab, Trucost and Microsofl are referred 1o collectively as “Trucost™.
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Why climate-related disclosures?

1. Demand for companies to report on climate-related risk is increasing
e Focus is especially on informing investors for decision making

e Disclosure standards are needed both for investors and companies, and
industry-led standards have been created

e \oluntary, report within/along with annual financial filings

°CICERO
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TCFD: Task Force on Climate-Related Financial Disclosures

Current (emerging) landscape & . o

TNCD: Taskforce on Nature-related Financial Disclosures
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Current (emerging) landscape
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SEC: Securities and Exchange Commission
ESRS: European Sustainability Reporting Standards

e.g. Singapore mandates reporting with IFRS standards
UK standards will be based on IFRS standards

e.g. US: SEC regulations proposed
EU: ESRS adopted by commission
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Current (emerging) landscape
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ESRS - European Sustainability
Reporting Standards

1.

What: the reporting standards for
those subject to CSRD in Europe

. Who: All large companies and

listed companies ~ 50,000
companies

. Status: Adopted by EC (July 2023),

will come into effect from FY 2024,
phase-in by 2026 depending on
size of company

Aligns with ISSB and GRI
standards - interoperability

°CICERO

CSRD: Corporate Sustainability Reporting Directive
ISSB: International Sustainability Standards Board

o Cross-cutting standards:

ESRS 1 General requirements
ESRS 2 General disclosures

e Standards on Environmental, Social and Governance matters:

ESRS El Climate change
ESRS E2 Pollution
ESRS E3 Water and marine resources

(ESRS E4 Biodiversity and ecosystems )
ESRS E5 Resource use and circular economy
ESRS S1 Own workforce

ESRS S2 Workers in the value chain

ESRS S3 Affected communities

\ESRS S4 Consumers and end-users )
ESRS G1 Business conduct

(EC 2023)
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Norwegian regulations

- Proposed March 15, 2024
- Basically, an adoption of CSRD and ESRS from EU

- There are slight modifications for Norway
- Large state-owned enterprises will also be covered

- No mdependent assurance services providers
(IASPs) needed for the moment (further assessment
to be conducted)

- Same schedule as EU, starting FY2024, reporting in
2025

°CICERO

% ‘ Regjeringen.no

Tema v Dokument v Aktuelt v Departement

Forsiden « Aktuelt ~ « Nyheter

Forslag til nye regler om
baerekraftsrapportering

Nyhet | Dato: 15.03.2024
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Issues

1. Many companies use consultancies for scenario analysis and
evaluation. Climate services based on “blind faith” - insufficient
knowledge can lead to maladaptation (Keenan 2019)

2. Why should companies even bother beyond regulations? - How
important is transparency for companies?

°CICERO
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Opportunities for sectors

1. Reporting will generate better data basis for understanding and
quantifying physical climate impacts and risk assessment

. Will allow better estimates of economic impacts of climate change
Provides better evidence for decision making

Double Materiality: Reveals responsibilities and opportunities

g~ W N

. Collaboration between sciences and decision-makers: Transparent and
robust methods and data

°CICERO 21



Tusen takk!

jana.sillmann@cicero.oslo.no

°CICERO
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