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Disclaimer
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TCFD Alignment Approach

After becoming TCFD supporter in 2020, we aim to fully engage in disclosing actual and potential 
financial impact caused by climate change, complying with regulations, and setting reduction target.

TCFD is an organization established by the International 

Financial Stability Board (FSB) that recommends companies 

to identify risks and opportunities related to climate change 

and disclose their financial impact.
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▪ Demonstrate climate-related risk and 

opportunities 

▪ Analyze financial impact of climate-related 

risks and opportunities on business, 

strategy

▪ Analyze resilience of strategies according 

to various scenarios (below 2℃, 1.5℃)

2 Strategy

▪ Improve governance for climate-related 

risk/opportunities management and 

oversight 

▪ Strengthen the role of the Board of 

Directors, executives and working-level 

organizations in managing climate change 

and ESG issues

1 Governance

▪ Disclose quantitative indicators to manage 

climate-related risk and opportunities 

▪ Set reduction targets and monitor 

performance to tackle climate change

4 Targets & Metrics

▪ Establish process for identifying and 

managing physical/transition risks and 

opportunities due to climate change 

▪ Integrate climate-related risk and 

opportunities management process to 

company’s risk management framework

3 Risk Management



3

(1) Governance

KT&G has reorganized governance structure to take action against mid- to long-term climate-related 
risks and established ESG Planning Team under the Strategy & Planning Division as a Control Tower to 
discuss ESG issues comprehensively within the company. 

【ESG/Environment Task Force】
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(2) Strategy

KT&G plans to comprehensively analyze the impact of climate change risks and opportunities on 
business and discloses our mitigation strategies based on identified risks and opportunities.
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Opportunities

O1
Products & 

Services

By enhancing product sustainability expanding sales of low-carbon products and 
reducing waste, we will proactively respond to consumers’ needs of eco-friendly products 
and enhance resource circularity throughout the entire value chain. 

O2 Resilience
By participating in global initiatives related to climate change and renewable energy, we 
can contribute to developing mid- to long-term risk mitigation solution and strengthening 
its capabilities.

O3
Resource 
Efficiency

By enhancing production facility performance and improving energy efficiency, we could 
reduce operation and energy costs and contribute to transition to a low-carbon industry.

Transition Risk

T1
Policy &

Legal

As a designated entity under K-ETS, we need to purchase extra carbon credits if the 
emission exceeds the allowance. Due to intensifying global carbon regulation and extra 
spending on renewable energy, we could face additional financial burden. 

T2 Market
Increase in tobacco leaf production costs is expected due to rising energy price such as 
LNG, electricity, and gasoline. Increase in raw material costs will raise total production 
costs.

T3 Reputation
If water shortage continues due to climate change, it may pose risks such as intensifying 
competition to secure water as tobacco industry is water-intensive.

Physical Risk

P1 Acute
We expect increase in operation costs due to unusual weather condition such as 
typhoons and heavy rains that could affect tobacco leaf yield or supply chain causing 
fluctuations in quality, difficulties in managing distribution and inventory. 
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(3) Risk Management

KT&G has established climate change risk management process to cope with climate change. We plan 
to improve the risk management process by integrating it with the corporate business strategy.

KT&G annually conducts climate change risk 

management process to ensure that climate change 

issues are considered in all management decisions. 

We create a long list for climate change risks and 

opportunities to establish short, medium and long-

term approach through internal evaluation, 

executive review and external consultation.

: Identify Risks & Opportunities : Manage and Respond : Monitor and Evaluate

▪ Set and apply mid- to long-term 

ESG strategy approach

Set ESG Management 

Approach 
6

▪ The Board deliberates and 

decides major ESG issues

Review key

ESG Issues
5

▪ Gather performance result for 

each activity

▪ Assess progress against the 

objectives and analyze results

Monitor Progress4

▪ Analyze trend and changes in 

internal and external business 

environment

▪ Create a long list for potential 

R&O due to climate change

Identify Risks & 

Opportunities (R&O)
1

▪ Receive evaluation from 

internal executivesand 

external experts’ consultation

▪ Review potential financial 

impact due to climate change

Determine Financial 

Impact of R&O 
2

▪ Seek measures to mitigate 

risks and realize opportunities 

to align our business plan 

with climate change 

mitigation approach

Derive Approach to 

Respond Climate Change
3

Prepare preemptive measures to cope with 

climate change by regularizing 

risk management process
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Scope 1+2

Emissions 79% 

among Value Chain 
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Leaf Farming

【Scope 3】
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Scope 3

Emissions 21%

among Value Chain

(4) Targets & Metrics

We intend to establish Greenhouse Gas (GHG) reduction target based on Science Based Target (SBT) to 
actively response to climate change, and GHG emissions for each scope are transparently monitored.

* Scope 3 emission could be re-calculated after advancing data management system, and the figures are not officially verified.
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Next Step

KT&G will disclose implementation status for TCFD recommendations on our sustainability report or 
official website and update them frequently to communicate with our stakeholders more transparently.
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