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Dear President and Speaker

Report of the Auditor-General:
Report 9 of 2023 Climate change risk management

Under section 31(2) of the Public Finance and Audit Act 1987 (PFAA), | have conducted a
performance audit of the South Australian Government’s management of climate change risks.

| present to each of you my independent assurance report on the findings of the audit.

Copies of this report have also been provided to the:

Treasurer

Minister for Climate, Environment and Water

Minster for Human Services

Minister for Infrastructure and Transport

Minister for Police, Emergency Services and Correctional Services
Minister for Primary Industries and Regional Development.

Content of the report

We reviewed a sample of six public authorities (agencies) to form an independent view of
the effectiveness of arrangements currently in place across the SA Government for
managing physical climate risks. We also reviewed the central coordination of climate
change risk management. The agencies we reviewed were the:

Department for Environment and Water

Department for Infrastructure and Transport

Department of Primary Industries and Regions

South Australian Fire and Emergency Services Commission
South Australian Housing Trust

South Australian Water Corporation.



My responsibilities

Performance audits conducted under section 31(2) of the PFAA are assurance engagements
that assess whether public sector programs or activities are achieving economy, efficiency
and effectiveness in using available resources. These engagements conclude on the
performance of the programs or activities evaluated against identified criteria.

The Auditor-General’s roles and responsibilities in conducting performance audits are set
out in the PFAA. Section 31 of the PFAA empowers me to conduct these audits, while
sections 37 and 38 outline the reporting arrangements.

The audit was conducted in line with the Standard on Assurance Engagements ASAE 3500
Performance Engagements. We complied with the independence and other relevant ethical
requirements for assurance engagements.

Acknowledgements

The audit team for this report was Salv Bianco, Philip Rossi, Simon Altus and Jodie Fitzgerald.
They were assisted by Jacobs Group (Australia) Pty Ltd.

We appreciate the cooperation given by staff of the agencies reviewed during the course of
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Yours sincerely
Andrew Richardson
Auditor-General
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Audit snapshot
What we reviewed and why

Climate change is a known risk that could have catastrophic economic and social
consequences and could impact the SA Government’s ability to meet its objectives.

We reviewed six public authorities (agencies) to form a view on the effectiveness of
arrangements in place across the SA Government for managing climate change risk. We
also reviewed the central coordination of climate change risk management across the
SA Government.

Effective climate change risk management practices are essential to ensuring the
SA Government has the best understanding of the State’s exposure to climate change risks
and their consequences, and can help it to:

. build climate resilience
. prioritise appropriate responses to risks and optimise the use of resources
. reduce the costs of maintaining and upgrading key infrastructure assets.

What we concluded

Government agencies recognise the importance of managing climate change risk and act on
climate change impacts across a broad range of their operations. Various initiatives to
respond to climate change are in place or planned by both individual agencies and at the
whole-of-government level.

As government agencies are mostly in the early stages of adopting climate change risk
management practices, key elements of good practice were either still being developed or
not yet implemented. Because of this, we concluded that there is still much to do before the
SA Government can demonstrate effective climate change risk management.

Effective central coordination and monitoring is critical to establishing sound climate change
risk management arrangements. The SA Government needs to resolve which central agencies
will have this role.

Key facts

31 May 2022 June to August

o .:M ‘

2.1°C

Climate emergency declared The projected rise in South
by the South Australian Australia’s daily maximum
Parliament temperature by 2050

The Earth’s hottest three-
month period on record






1  Executive summary

1.1 Introduction

Climate change is a known risk that could have catastrophic economic, environmental and
social consequences and could impact the SA Government’s ability to meet its objectives.

In May 2022, both Houses of the South Australian Parliament passed a motion to declare
that South Australia is facing a climate emergency. This reinforces that urgent action is
required to respond to climate change, including government agencies establishing sound
practices to effectively manage the climate change risks they face.

In November 2022, the Department for Environment and Water (DEW) noted that:

The climate of South Australia is changing. Temperatures have been increasing
and rainfall has been declining. There have been longer, hotter and more
frequent heatwaves, an increase in dangerous fire weather, an increase in the
intensity of heavy rain events and rising sea levels along our coast. Projections
of future climate indicate these changes are likely to continue over coming
decades, increasingly affecting communities, industries, infrastructure and the
environment in every part of the state and requiring every sector of society
and the economy to adapt.!

Climate change impacts can adversely affect critical public infrastructure and services, and
governments play an important role in minimising the impacts and costs to the community.

Having effective and coordinated climate change risk management practices across the
public sector will help ensure the SA Government has the best understanding of the State’s
exposure to climate change risks and their consequences. This will help it to implement the
most appropriate responses to these risks.

Climate risk management is an emerging practice in the SA Government and more generally
across some other sectors.

We reviewed a sample of six agencies to form an independent view of the effectiveness of
the SA Government’s current arrangements for managing physical climate change risks.
Agencies have no specific obligations or central guidance in this area. Our work with the
agencies enabled us to identify evidence-based next steps for them in responding to climate
change risk. We also identified examples of good practice. The agencies we reviewed were:

. Department for Environment and Water
. Department for Infrastructure and Transport
. Department of Primary Industries and Regions

1 Department for Environment and Water 2022, Guide to climate projections for risk assessment and planning in
South Australia 2022, Government of South Australia, through the Department for Environment and Water,
Adelaide, November, p. 8.



. South Australian Fire and Emergency Services Commission
. South Australian Housing Trust
. South Australian Water Corporation.

We also reviewed the central coordination of climate change risk management across the
SA Government. Details of our audit mandate, objective and scope are provided in Appendix 1.

1.2 Conclusion

The government agencies we reviewed recognise the importance of managing climate
change risk and act on climate change impacts across a broad range of their operations.
Various initiatives are in place, or planned, by both individual agencies and at the whole-of-
government level.

As these agencies are mostly in the early stages of adopting climate change risk management
practices, key elements of good practice were either still being developed or not yet
implemented. Because of this, we concluded that there is still much to do before the

SA Government can demonstrate effective climate change risk management.

The SA Government and individual agencies need to progress and implement a range of key
actions to effectively respond to existing and future climate impacts. This will be challenging,
and the pressing need to address climate change means that these actions will inevitably
compete with other government priorities.

The key actions include:

. establishing a central coordination and monitoring function charged with leading
climate change risk management across the SA Government

. helping agencies determine their approach to managing climate change risks, which
includes performing climate change risk assessments, increasing staff capabilities and
establishing reporting and review arrangements.

Effective central coordination and monitoring is critical to establishing mature climate
change risk management arrangements. The Department of the Premier and Cabinet (DPC)
and the Department of Treasury and Finance (DTF) have the authoritative standing to lead
and play key roles in ensuring a range of whole-of-government strategies and ensure they
progress satisfactorily. We concluded that managing climate change risk requires such
leadership. The SA Government needs to resolve which agencies will have this role.

1.3 What we recommended

As climate change risk management is an evolving area, our recommendations seek to
constructively identify priority areas for improvement as the SA Government progresses its
climate change risk management practices. These are summarised below.



1.3.1 Central leadership, coordination and monitoring

Central leadership, coordination and monitoring are necessary to ensure that climate change
risks are understood, managed and prioritised from a whole-of-state perspective, in a
manner consistent with Parliament’s climate emergency declaration. This will necessarily
include establishing clear lines of responsibility, leadership and accountability to ensure
climate change risk management practices progress.

It will be necessary to involve central government agencies like DPC and DTF to clarify roles,
provide guidance to agencies and influence the progress of climate change risk management
practices.

DEW has been progressing some elements of central coordination and monitoring, but it does
not have formal responsibility for all of the required elements as some still need to be settled.
To advance the State’s central leadership, coordination and monitoring practices, DEW should:

. communicate the availability of central guidance documents once it finalises them and
establish a process to help SA Government agencies apply them

. work with DPC and DTF to establish a framework that clearly defines and allocates
roles and responsibilities for key aspects of climate change risk management across
the SA Government

. work with DPC and DTF to help deliver the SA Government’s objective to embed
climate change risk management into government policy and practice

. work with DPC and DTF to determine and implement an ongoing whole-of-state level
climate change risk monitoring function, which should be built into its climate change
risk management framework and guidance

. continue to obtain feedback from agencies on the effectiveness of training materials
after they have been implemented

. implement actions to improve its engagement with SA Government agencies to better

understand their climate information needs.

Further details on these recommendations and our audit observations for central leadership,
coordination and monitoring can be found in section 3.

1.3.2 Climate change risk management practices at individual agencies
Climate change risk is pervasive, and all government agencies must respond according to
their exposure and role. To effectively respond to future climate impacts, agencies should:
. establish an approach for managing their climate change risks

. provide guidance to their staff on the unique characteristics of climate change risks
and how to assess them



. perform strategic and operational climate change risk assessments

. define a target level of climate change risk management capability, assess their current
level of capability, where relevant, and identify any actions needed to achieve their
capability target

. define and assign roles and responsibilities for climate change risk management
processes
. assess whether using adaptive planning concepts will help them to better plan and

respond to their climate change risks

. establish reporting to senior management and governance groups on climate change
risks
. when their climate change risk management practices are developed, integrate them

into their overall risk management processes.

Further details on these recommendations and our audit observations for individual
agencies can be found in sections 4 to 8.

1.4 Responses to our recommendations

We provided a detailed management letter to DEW outlining our central leadership,
coordination and monitoring observations and recommendations. DEW responded
positively, outlining the actions it has underway or proposed for each of our
recommendations. DEW’s Acting Chief Executive also advised that:

I acknowledge, as you have, that this is the start of an important
transformation that my agency, the government and the whole State needs to
undertake and address consistently over the coming years to manage climate
change risk for the benefit of our communities, environment and economy.

We also provided detailed management letters on our observations and recommendations
about their individual practices to the six agencies we reviewed. This helped us to test the
recommendations we made. We have incorporated them into this report and we trust that
they will provide agencies with useful information for their responsibilities.

All agencies responded positively to our observations and advised us how they would action
our recommendations.

Appendix 3 contains the responses to this report that we received from the Chief Executives
of the six agencies we reviewed.



1.5 Key challenges for the SA Government

Effective climate change risk management for the State requires a coordinated effort, with
input and action across the SA Government and the community. Our audit identified a range
of actions to effectively respond to climate change impacts. In this section we recognise
some of the challenges to implementing these actions.

Appropriate governance will help to ensure that climate change risks are identified, prioritised,
owned and addressed. It will be a challenge to adjust often long-standing governance
arrangements to ensure there is clear direction and leadership centrally and within individual
agencies. Establishing sound governance arrangements should help to meet the challenge of
having a visible, integrated and consistent approach to managing climate change risk.

Any delays in adaptation and mitigation actions pose a variety of challenges, including the
risk of cost escalation, locking-in infrastructure, stranded assets, and the reduced feasibility
and effectiveness of options.?

Climate change risk management is an area of risk management that requires the input of
people who understand climate change and the agency’s operations. This can help ensure
robust discussions about climate change risks and responses.

Risk assessment processes need to be adequately resourced if they are to be managed and
governed effectively. Resources may also need to be allocated or redirected to risk
mitigation/climate change adaptation, where there is a clear business case.

Climate change science and risk practices are dynamic. Effective climate change risk
management requires keeping up to date with the best available science on climate change
and updating practices in line with it, and with industry good practice as it evolves. There will
be challenges in developing consistent and complementary practices across government and
having the resources and capability to do this.

1.6 Key actions for climate change risk management

Section 1.3 summarises our recommendations for progressing the SA Government’s climate
change risk management. Figure 1.1 summarises actions that should be taken for whole-of-
government central coordination and for individual agencies.

2 The Intergovernmental Panel on Climate Change 2023, Summary for Policy Makers in Climate Change 2023:
Synthesis Report, Geneva, Switzerland, p. 26.



Figure 1.1: Key actions to embed climate change risk management across the SA Government

Whole of SA Government
central coordination and
monitoring

Establish across-government
roles and responsibilities

Provide guidance, training and
other information

Review and oversee risks
identified by agencies

Monitor effectiveness of
climate change risk
management processes

Adjust strategies and actions to »

address emerging priorities

4 )
Establish approach to climate change risk management
Reflect the agency’s particular circumstances and risk
profile
Update risk management framework to reflect climate
change risk management approach
Provide guidance to staff on key elements and processes
for climate change risk management
Set target level of capability and implement actions to
improve capability
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Define roles and responsibilities
Consider using an adaptive planning approach
Integrate climate change risk management into overall risk
management
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Risk assessments
Provide guidance to staff on how to conduct climate
change risk assessments
Conduct strategic risk assessments
Conduct operational risk assessments (consider existing
assets, new assets and asset management planning)
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Reporting, monitoring and review
Report climate change risks and treatments to senior
management
Monitor and review climate change risk management
processes
Adjust approach based on outcomes of review
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2 Background

2.1 Impacts of climate change

The climate of South Australia, and globally, is changing. We are already observing increases
in average temperatures, more very hot days, declining rainfall and rising sea levels.

DEW has observed that:

Average temperatures in South Australia are now more than 1°C warmer than
in 1960. The state’s daily maximum temperature is projected to rise by as
much as 2.1°C by 2050.

Across Australia, 2019 records show that 2019 was both the warmest and
driest year on record. For South Australia, the overall mean temperature was
1.45°C above average, making it the state’s second-warmest year on record
and warmest since 2013.3

The world, our nation and the State have been impacted by climate changes such as changed
long-term weather patterns and the increased frequency and intensity of weather events.
The impacts have included:

. higher temperatures
. changes to existing hazards such as bushfires and floods
. changes in the natural environment and habitats.

The European Union-funded Copernicus Climate Change Service reported that the period
from June 2023 to August 2023 was the earth’s hottest three-month period on record. It also
reported that global sea surface temperatures continued to rise in August 2023.%

These impacts can adversely affect critical public infrastructure and services, disrupting
transport and water systems, communication and energy infrastructure. Events like extreme
heatwaves can increase hospital presentations, putting more pressure on health systems,
and present health risks for those living in public housing.

2.2 SA Government climate change actions

The SA Government’s South Australia — Responding to Climate Change information sheet
outlines the priority actions it will focus on in the near term to build a strong, net zero
emissions future and adapt to climate change. It builds on the South Australian Government

3 Department for Environment and Water 2022, Climate change science and knowledge plan for South

Australia 2022, Government of South Australia, Adelaide, p. 2.

Copernicus Climate Change Service 2023, August 2023, second warmest month closes the warmest summer,
<https://climate.copernicus.eu/august-2023-second-warmest-month-closes-warmest-summer>, viewed

29 September 2023.



Climate Change Actions document, which outlines practical actions that agencies are taking
to ensure that climate change-related risks and opportunities are addressed in policy and
practice.

DEW and other SA Government agencies have been assigned specific actions to help build a
strong, climate-ready economy, further reduce greenhouse gas emissions and support
adaptation to a changing climate. Figure 2.1 describes the objectives that the actions are
intended to achieve.

B

Source: South Australian Government Climate Change Actions.

Figure 2.1: Objectives of the SA Government’s climate change actions

Clean energy

Accelerate the renewable energy
economy and develop a world-class
renewable hydrogen industry.

Government leadership

Embed climate change risk and
opportunity into SA Government
policy and practice and accelerate
work towards net zero emissions in
government.

Built and urban environments
Development and design that is low
emissions and climate resilient,
accelerate strategic urban greening
and reduce climate change risks to
infrastructure.

Agriculture, landscapes and habitats

Economy

Attract and support climate-resilient business
innovations and risk management. Develop a
more circular economy and climate-smart
resources sector.

Transport

Align transport and urban planning with low
emissions outcomes, support uptake of low and
zero emissions vehicles and fuels and increase
public transport use and active travel.

Communities

Support communities and businesses to build
resilience and adaptation activities and provide
accessible climate change science and
information. Enhance climate change adaptation
in emergency management and health services.

Support the agriculture sector to adapt, innovate and reduce net emissions and increase and build
resilience of water supplies, landscapes, habitats and natural resources.

2.3 Types of climate change risks

Figure 2.2 explains the main types of climate change risks that agencies need to manage.

NN

Figure 2.2: Types of climate change risks

Physical risks

Risks from the physical impacts of climate change. These risks can:

. be event driven, including increased severity of extreme weather events such as bushfires,

floods and heatwaves

o relate to longer-term shifts in climate patterns, such as rising sea levels and sustained higher
temperatures
. have financial and other impacts on agencies, such as damage to infrastructure and

disruption to key services.
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% Transition risks

X! Risks from the way agencies manage and adapt their activities to the transition to a lower-
emissions economy and society, including:

o responding to the nature and timing of policy changes and regulations to reduce emissions
or promote climate adaptation

. impacts of changes in technology that support the transition
o market risks such as changes to supply and demand for goods and services
o reputational risks from how agencies are perceived by the community as contributing to the

transition to a lower-emissions economy.

The nature, speed and focus of these changes will present different levels of risks to agencies and
can also provide opportunities for them to benefit from.

Liability risks
a Risks from people or businesses seeking compensation for losses they may have suffered due to

climate change, including from physical and transition risks.

Source: Developed from the Recommendations of the Task Force on Climate-related Financial Disclosures.

Our audit focused on assessing the SA Government’s arrangements for managing physical
climate change risks.

2.4 The benefits of managing climate change risks

Governments play a vital role in minimising impacts and costs to the community in
responding to natural disasters and other climate change impacts. Work is undertaken by
many government agencies to help communities build resilience, reduce natural disaster
risks and enhance emergency management in response to the changing climate.

Effectively managing climate change risks can help to:

. build climate resilience
. prioritise responses to risks and optimise the use of resources
. reduce the costs of maintaining and upgrading key infrastructure assets.

2.5 Managing climate change risks is complex and evolving

There is growing awareness of the factors influencing climate change and its impact on the
natural environment, infrastructure, society and economy. Managing climate change risks is
complex and is continuously evolving due to:

. the availability of better climate data and projections

. the development of policies and regulations

. experiences of climate change impacts

. greater capabilities and access to expertise and technical skills

11



. the release of frameworks, methodologies and standards
. markets and governments responding to opportunities to secure economic benefits
. community concerns and political pressures.

2.6 Unique features of climate change risk management

Climate change risk management has unique features, such as:

. the greater need for a forward focus on conditions that are different to what is being
experienced today or what has been experienced historically

. longer time horizons for some climate change risks.

Obtaining and using the best available science, specifically climate change data and
projections, is one of the core activities that distinguishes a climate change risk assessment
from other risk assessments. Agencies also need to develop a range of scenarios to
understand risks and the different scales and time frames of their impact.

Climate change projections are based on a range of greenhouse gas scenarios called
Representative Concentration Pathways (RCPs). RCPs were developed by the
Intergovernmental Panel on Climate Change (the United Nations body for assessing the
science related to climate change) and presented in its Fifth Assessment Report.> They
make predictions about how concentrations of greenhouse gases in the atmosphere will
change in future as a result of human activities.® The four commonly referenced RCPs are
shown in figure 2.3.

Figure 2.3 Representative Concentration Pathways (RCPs)

Low Low to moderate High
future emissions future emissions future emissions

RCP RCP RCP RCP
2.6 4.5 6 8.5

Source: DEW'’s Guide to climate projections for risk assessment and planning in South Australia 2022.

> Climate modelling underpinning the Intergovernmental Panel on Climate Change’s Sixth Assessment Report

(ARB) assesses climate system responses to five ‘shared socio-economic pathways’ (SSPs), representing scenarios
of possible future development. The five SSPs in AR6 will eventually replace the RCPs. The AR6 modelling
and the SSPs are yet to be incorporated into industry tools providing regional projections for Australia.
Department for Environment and Water 2022, Guide to climate projections for risk assessment and planning
in South Australia 2022, Government of South Australia, Adelaide, November, p. 9.

12



When selecting which climate projections to use for climate change risk assessments, the
lifetime of the decision or matter being assessed (eg new asset or operational project) needs
to be appraised. DEW’s Guide to climate projections for risk assessment and planning in
South Australia 2022 advises that the range of future emissions represented by the medium
(RCP 4.5) and high (RCP 8.5) scenarios are sufficient for planning and risk assessments.’

Managing climate change risks presents unique challenges due to the uncertainty about:

. determining the extent, nature and timing of climatic changes

. the progress made in reducing greenhouse gases

. changes in future emissions due to future economic and technological developments
. the adaptive capacity of human and natural systems

. determining how climate change will affect individual locations.

7 Ibid, p. 11.
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3  Central leadership, coordination and
monitoring

3.1 Progress in central coordinating activities

One of the key priority actions in its South Australia — Responding to Climate Change
information sheet is the SA Government building its capacity to ensure climate change risks
are understood, integrated into decision making and acted on.

The South Australian Government Climate Change Actions identifies embedding climate
change risk and opportunity into government policy and practice as one of the

SA Government’s key objectives. All SA Government agencies (including DEW) have been
assigned a specific action to ‘ensure climate risk and opportunity are addressed across
government policy and practice’.

As part of its central coordinating role, DEW has completed or is progressing a number of
initiatives, including those discussed below.

3.1.1 Government Climate Risk Management Program

DEW has developed the Government Climate Risk Management Program to help

SA Government agencies to address climate change risk and opportunity. The program
commenced development in April 2022 and is expected to be completed in December 2024.
The key deliverables from the program are:

. the Climate Ready Agency Framework (the framework)

. the Climate Risk Management Guide (the guidelines)

. climate change information and tools that can be used in assessing climate change risks
. climate change risk management training and support services to help build agencies’

capacity to address climate change risks.

In developing the framework and guidelines, DEW has taken a thorough approach that
included consulting extensively with other SA Government agencies.

The framework and guidelines are in draft and DEW plans to release them at the end of 2023.

We acknowledge that DEW is currently in the process of implementing the Government
Climate Risk Management Program. Our observations and recommendations in section 3.2 are
based on our discussions with staff and review of documents that were still in draft at the
time of the our audit.

14



3.1.2 Draft Climate Ready Government policy

One of the stated aims of the Government Climate Risk Management Program is for DEW to
work with DPC and DTF to ensure there is an appropriate authorising framework for the
implementation of climate change risk management across government.

DEW has prepared and consulted on a draft climate ready government policy (intended to
be implemented as a Premier and Cabinet Circular) as well as drafting proposed changes to
current legislation. When it is finalised and implemented, the policy is expected to set out
the climate change risk management requirements for SA Government agencies. The process
and time frame for implementing the circular had yet to be settled at the time of our audit.

3.1.3 Procurement of consulting services

DEW has procured consulting services for two projects:

. Climate change risk assessment for South Australia — this project intends to provide a
robust evidence base to identify priority climate change risks and opportunities for
South Australia, assess what is being done about them and identify where further
action is required to build resilience to climate change.

. Priority infrastructure climate change risk assessment — a key deliverable of this
project will be a risk report that identifies priority risks and treatment options for up to
12 SA Government agencies.

These projects recognise the importance of climate change risks being identified and
understood at a whole-of-state level.

3.1.4 Climate change risk management guidelines and training

DEW is developing the Climate Risk Management Guide, along with training and
communication materials to assist agencies with their climate change risk management and
build their climate change risk management capability. These are due for release in late 2023.

3.1.5 Climate projections

DEW releases climate projections for South Australia through its Guide to climate projections
for risk assessment and planning in South Australia. This is made available, along with other
climate change information, on DEW’s website so that agencies can use it when assessing
climate change impacts. Updated climate projections, released in November 2022,
summarise the likely changes to key climate variables such as temperature, rainfall, days of
severe fire danger and rising sea levels. The projections are provided for specific regions
across South Australia.

15



3.2 Audit recommendations and observations

3.2.1 Central guidance on climate change risk management for
SA Government agencies

Recommendation

When the Climate Ready Agency Framework and Climate Risk Management Guide are
finalised and approved for circulation, DEW should:

. communicate with all government agencies to ensure that they have been told
about the availability of the documents and understand where to find them

. implement a process to answer questions on the application of the framework and
guidelines.

Audit observation

DEW has drafted the Climate Ready Agency Framework and the Climate Risk Management
Guide to help agencies understand and implement climate change risk management. It plans
to issue them at the end of 2023.

Some of the agencies we reviewed told us that they are waiting for guidance and direction
on climate change risk management from the SA Government. The framework and
guidelines will help agencies to:

. develop their own policies and procedures for climate change risk management

. have a clear understanding about the SA Government’s approach to climate change
risk so they can implement processes in line with these expectations

. make decisions that are in line with SA Government priorities and directions in an
environment that is subject to uncertainty.

The draft framework and guide are:

. informed by the recommendations of the Task Force on Climate-Related Financial
Disclosures and international standards on risk management and adaptation to climate
change

. easy to read, with clear steps that can be followed by agencies and include useful

context on why climate change risk management is important.

These documents will help agencies understand the unique nature of climate change risks
and the practical steps that can be followed to implement climate change risk management.

16



3.2.2 Assigning across-government climate-related roles and
responsibilities

Recommendation

DEW should continue to work with central agencies such as DPC and DTF to implement
an authorising framework for climate change risk management across government that
will clearly document the specific roles and responsibilities for SA Government agencies.

The allocation of roles and responsibilities should include:

. the central review, monitoring and coordination functions that help to ensure that
agencies are effectively implementing climate change risk management

. requirements for agencies to implement climate change risk management

. arrangements for ongoing agency training and support

. reporting requirements within SA Government to facilitate monitoring and review
processes and to help ensure that climate change risk management practices are
progressed.

DEW should also continue to work with DPC and DTF to promote the delivery of the
SA Government’s objective to embed climate change risk management into government
policy and practice.

Audit observation

DEW'’s role in helping agencies to understand and implement climate change risk
management has been established through its Government Climate Risk Management
Program. However, the ongoing role for agencies undertaking climate change risk
management processes and the oversight, monitoring and coordination of climate change
risk management development across government have not yet been established.

The Government Climate Risk Management Program states that DEW will work with DPC
and DTF to ensure that there is an appropriate authorising framework for implementing
climate change risk management across government.

For this authorising framework, DEW has drafted the Climate Ready Government policy.
At the time of our audit, the draft policy had not been approved internally and its
implementation process and time frame were uncertain. DEW advised us that it was still
consulting on the draft policy and proposed changes to current legislation.

The roles and responsibilities in the draft policy focus on individual agencies being

responsible for their climate change risk management processes and for monitoring the
effectiveness of their own approach.
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While the draft policy requires agency reporting to DEW on progress made to implement
climate change risk management arrangements, it does not assign responsibility for:

. following up with agencies that have not established effective arrangements or who do
not meet reporting requirements

. the ongoing role of preparing supporting and educational material to assist agencies
with understanding and implementing climate change risk management

. centrally reviewing climate change risks identified by agencies to identify shared risks
and prioritise climate-related risks at a whole-of-SA Government level.

Climate change risk management is an emerging focus for SA Government agencies as the
impacts of a changing climate are being experienced. The unique and evolving nature of
climate change risk management is also new to many agencies. Without the clear assignment
of roles and responsibilities for all agencies, there is an increased risk that they will not
prioritise climate change risk management.

3.2.3 Ongoing processes to understand climate change risk priorities for
the State

Recommendation

DEW should work with central government agencies such as DPC and DTF to establish an
ongoing whole-of-state climate change risk monitoring function. The arrangements for
this should be built into its framework and guidance.

Establishing and implementing a central monitoring function should include:

. developing a clear purpose statement for the central review function and settling
how key risks and associated risk treatments will be addressed at a state level
(eg developing action plans and resource allocations as agreed by agencies)

. the clear allocation of responsibilities for the central monitoring agency and
SA Government agencies that are impacted by key risks

. information requirements for the central monitoring agency to effectively perform
its role.

Audit observation

An ongoing process for reviewing identified climate change risks and mitigation treatments
across agencies has not been included in the draft framework. Reviewing the climate change
risks identified by agencies would identify:

. significant climate change-related risks for the State
. shared climate change risks across multiple agencies.
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DEW has procured services to undertake a climate change risk assessment for priority
infrastructure and a climate change risk assessment for South Australia. While these projects
will identify the significant risks to the State at a point in time, the information will need to
be refreshed for evolving changes to the climate and to government operations and priorities.

The draft guidelines and draft climate ready government policy indicate that agencies will be
required to contribute to whole-of-government reporting on climate change risk management,
but they do not provide for the collation and review of climate change risks identified by
agencies.

With limited available resources, the SA Government will need to make decisions about
which climate change risks need to be addressed in the short, medium and long term. This
will need input from individual agencies, who have the best understanding of how climate
change risks are likely to impact the sectors of the community they serve.

It is also important for the SA Government to understand the climate change risks that affect
multiple agencies and the actions each agency proposes to address them. A coordinated
approach to these shared risks:

. increases the likelihood of them being efficiently addressed and not overlooked
. decreases the possibility of duplicating the effort to mitigate them.

3.2.4 Training and communication materials to assist agencies with
climate change risk management

Recommendation

After releasing training and communication materials, DEW should continue to obtain
feedback from agencies on their effectiveness and possible areas for improvement or
expansion. In this way DEW can continuously improve training to help agencies develop
their climate change risk management capability.

Audit observation

DEW is developing climate change risk management training and communication materials
and guidelines to assist agencies with their climate change risk management and to build their
climate change risk management capability. DEW plans to release these to SA Government
agencies with the framework and guidelines in late 2023.

The training and communication products DEW is developing provide a sound approach to
introducing climate change risk management for SA Government agencies. They appropriately
target both agency leaders and staff involved in risk identification and management.

DEW advised us that some agencies have provided feedback on the training content. It also

intends to evaluate the materials after their initial roll-out. The scale, scope and timing of
the review are still to be decided.
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Climate change risks have unique characteristics and complexity, which means that

SA Government agencies may not have the understanding or experience to properly identify,
assess and mitigate them within their current risk management frameworks. As this is an
evolving area of risk management, it is important that SA Government agency staff be
provided with training and guidance that will help them to understand and implement it.

3.2.5 Engaging with users of climate projections and climate science
information provided by DEW

Recommendation

In implementing the actions identified in its Climate change science and knowledge plan
for South Australia, DEW should continue to engage with agencies as they develop their
climate change risk management practices, including:

. continuing to send periodic surveys and questionnaires to users

. creating a climate projection and climate information request form on the climate
science and information web page

. conducting workshops with agencies to identify climate projection and information
needs.

DEW should also actively monitor the implementation of actions documented in the plan
and communicate progress made to internal and external stakeholders.

Audit observation

Using climate change projections is one of the core activities that distinguishes climate change
risk assessment from a standard risk assessment process.® To enable SA Government agencies
to implement effective climate change risk management, it is important that climate change
projections are available and meet their specific information needs.

We identified an opportunity for climate projections and science information produced by
DEW'’s Science and Information Branch to better meet the needs of the SA Government
agencies undertaking climate change risk management activities, including other divisions
within DEW.

We acknowledge that DEW has been proactive in making climate projections and climate
science information available to SA Government agencies. Feedback from the agencies we
reviewed indicated that:

. most were aware of DEW’s climate projections and science information

. some thought the information needed to undertake climate change risk assessments
relevant to their operational areas was not available

8 Department of Planning, Industry and Environment 2021, Climate Risk Ready NSW Guide, New South Wales

Government, March, p. 43.
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. some staff were either not aware that climate projections were available or did not
know how to use them.

Staff from DEW’s Science and Information Branch acknowledged that there is scope to
improve DEW’s engagement with the users of its climate information to identify their
specific information requirements. This is also reflected in DEW'’s Climate change science
and knowledge plan for South Australia.® The plan aims to help decision-makers identify,
apply and use science and knowledge to make informed decisions.

® Department for Environment Water 2022, Climate change science and knowledge plan for South Australia

2022, Government of South Australia, Adelaide.
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4  Agency approaches to climate change

4.1 Audit recommendations and observations

4.1.1 Approaches to climate change risk management and guidance
provided to staff

Recommendation

Agencies should establish their approaches for identifying and managing climate change
risks at the strategic and operational levels. In doing this they should review and update
their risk management frameworks, policies and procedures to include their approaches
for climate change risk management.

Agencies should provide staff with details and guidance on the key elements and
processes for climate change risk assessments and the characteristics of assessing and
managing climate change risks that are different to other risk assessment processes. This
should include elements such as: identifying relevant climate variables; selecting time
horizons; using climate projections and emission scenarios; and information and tools
available internally and externally.

Audit observation

We found that all six agencies we reviewed have a risk management framework that
establishes principles and requirements for how the agency manages its risks. However, for
most agencies the frameworks did not:

. establish the agency’s approach to climate change risk assessments

. explain the unique characteristics of climate change risks and the main activities that
distinguish climate change risk assessments from standard risk assessment processes

. provide guidance on the key inputs and steps for climate change risk assessments, such
as the use of climate information and data including climate projections and scenarios.

Climate change risk management is an evolving area of risk management that has different
characteristics, complexity and challenges to standard risk assessment processes. The nature
of climate change risks requires a different assessment and management approach, due to
factors such as:

. uncertainty about the nature and timing of climate change and regional variation in its
impacts
. longer time horizons and the need for entities to assess a range of scenarios.

We found that some agencies did provide sound guidance on conducting climate change risk
assessments for certain aspects of their operations. For instance, the Department for
Infrastructure and Transport (DIT) has drafted an updated guideline which includes a
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standardised framework for assessing climate change risks for its new transport infrastructure
projects. Case Study 1 provides the key steps in this framework.

.

Case Study 1: DIT Climate Change Adaptation Guideline

A standardised framework for consistent climate change risk assessment

The Guideline provides a
framework that is intended to
ensure consistency in climate
change risk assessment and
adaptation planning. It helps
project teams to efficiently and
iteratively identify, assess,
document and address climate risks
and responses through project life
cycles. The risk assessment process
aligns with relevant standards.

Planning

The Guideline provides summaries
of some South Australian regional
climate change projections and a
standard climate change risk
assessment reporting template.

DIT has developed a standardised
climate change risk register for
transport infrastructure. It provides
a comprehensive list of risks to
which rail, road and marine
transport infrastructure projects
may be exposed. With appropriate
contextualisation for a specific
project and location, the
standardised risk register can
improve the efficiency and
consistency of climate change risk
assessments and selection of
appropriate treatments.

Key features

Focus on long-term planning and risk management

Step 1:

Establish project/
asset context

Step 2:
Identify risks

Step 3:

Transfer climate
change risks

Step 4:
Document CCRA

Step 5:

Review planning
phase CCRA

Step 6:
Evidence of
mitigating climate
change risks

Construction

Step 7:
Evidence of
mitigating climate
change risks

Use of climate projections based on emissions scenarios

Determine the project’s
level of exposure to
climate hazards and
identify project assets

Identify relevant risks
from the standardised
risk register and assess
asset criticality

Transfer climate risks
and treatments to the
project risk register and
design documentation

Detail assessment
outcomes in a report

Review initial assessment
to confirm if suitable for
detailed design and
revise if necessary

Confirm risk treatments
are implemented into
final design

Confirm risk treatments
are implemented into
construction

Provides a systematic process to assist staff in assessing climate change risks and identifying
suitable treatments

Source: Developed from DIT Climate Change Adaptation Guideline.
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We also noted that DEW has developed a draft climate change risk management guide for
national parks in South Australia to help park managers identify and manage climate change
risks for natural and built assets and related programs. Once implemented it will provide
sound guidance on the key elements needed to conduct effective climate change risk
assessments. For example, it provides guidance on determining assessment time frames,
climate change projections and scenarios. As shown in Case Study 2, it adopts a two-tiered
approach for park managers to assess and develop responses to climate change risks that
best meet their needs.

e ~\
Case Study 2: Climate Risk Management Guide for Parks in South Australia

The Department for Environment and Water is preparing a Climate Change Risk
Management Guide for Parks in South Australia. The guide outlines two assessment types
which cover the key elements of climate change risk assessments:

e N )
Scan risk assessment Detailed risk and adaptation needs

An approach that can be used for a high- assessment

level identification and assessment of More detailed risk assessment

climate change risks Will help assess the vulnerability of park

May be useful for strategic planning as a features, programs or objectives to climate
first pass assessment to identify or change, and identify and prioritise risk
prioritise need for further investigations, mitigation and adaptation action
or where the time, data and information . .

e Requires more time, resources and data
are limited

but provides more specific, detailed and
potentially quantitative information to
inform climate risk management action

Key actions explained in the guide

The guide includes the following important actions for climate change risk assessment and
management:

o defining the scope of the assessment
« identifying who needs to be involved in the assessment

« identifying climate variables exposures and relevant climate change projection
information

« assessing the risk with respect to likelihood and consequences

« identifying and prioritising risk mitigation and adaptation actions

Key features
Explains climate projections and refers to DEW climate projections for South Australia

Provides examples of recommended time scales and scenarios for projections for natural and
built features in national parks

Provides examples of identifying park features and programs eg ecology, cultural heritage,
trails and buildings
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4.1.2 Roles and responsibilities for climate change risk management

Recommendation

Agencies should define who is responsible for overseeing and managing climate change
risks while they build their maturity and capability and integrate climate change risk into
their existing risk management processes. In doing this, they should:

. define the roles and responsibilities of various operational areas and governance
groups for overseeing and managing climate change risks

. record details of these roles and responsibilities in relevant governance documents,
such as their risk management frameworks and terms of reference for relevant
oversight bodies

. assign responsibility for monitoring external developments (eg the release of new
climate change data and projections) to identify and integrate relevant information
into the climate change risk management process.

Audit observation

The agencies we reviewed have defined roles and responsibilities in their risk management
frameworks for elements of their risk management processes. These apply to all risks but are
not specific to climate change risk management.

We found that roles and responsibilities for climate change risk management processes have
not yet been defined and assigned as agencies first need to decide their approaches to
climate change risk management at strategic and operational levels.

Establishing specific responsibilities for climate change risk management is important
because most agencies are at the early stages of developing their practices and there is a
need for specific attention to evaluate and identify appropriate responses.

Defining responsibilities for managing climate change risks for specific people and groups
provides clarity on what they are responsible for and when. This then enables them to be
accountable for the specific tasks required to effectively manage climate change risks.

4.1.3 Using an adaptive planning approach to manage and respond to
climate change risks

Recommendation

In developing their climate change risk management practices, agencies should assess
whether applying adaptive planning concepts will help them better plan for and respond
to their identified climate change risks. Key actions of adaptive planning include:

. providing for stakeholder engagement and input into the risk management process
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. setting out both short and longer-term risk management actions in light of
uncertainty, clearly articulating where knowledge gaps are impacting decision
making

. identifying and mapping out various adaptation options to manage climate change
risks under a range of possible future scenarios

. determining where trigger points exist at which further decisions or actions need to
be undertaken or revisited

. allocating appropriate funding and resources to support the ongoing management
of risk.

Audit observation

Planning under uncertainty is a challenge inherent in climate change risk management. There
are many ways to plan for managing climate change risk. Adaptive planning is a useful
approach because it explicitly addresses inherent uncertainty and the complex and long-term
nature of managing climate change risks. It supports a transparent approach to addressing
climate change risks over time. We observed that the existing planning approaches used by
most of the agencies we reviewed do not yet incorporate adaptive planning concepts. We
noted that some agencies have recognised the benefits of using adaptive planning concepts
and one agency has established actions for using this approach in managing its climate
change risks for a key area of its operations.

Adaptive planning processes in the context of climate change typically include these elements:

. defining the existing planning context and how it may change in response to climate
change. This typically involves evaluating climate change projections over multiple
time frames and emissions scenarios

. determining priorities, based on planning objectives and the identification and
assessment of risks and (any) opportunities that arise from projected climate change

. identifying, evaluating, selecting and, in some cases, sequencing potential
interventions that address key climate change risks and opportunities

. ongoing review and reflection to understand how climate change risks and the climate
change risk context are changing, the effectiveness of interventions, the emergence of
new climate technologies or capabilities for response and whether thresholds to
trigger new interventions are approaching or have been reached

. planning for collaboration with key stakeholders.

Adaptive planning provides a strategic and flexible approach for responding to changing
conditions. It is accepted as good practice® in climate responses and can be used by agencies
to address the challenges in planning for and managing uncertainty from climate change.

10 Department of Planning, Industry and Environment 2021, Climate Risk Ready NSW Guide, New South Wales
Government, March and CSIRO 2019, Resilience Adaptation Pathways and Transformation Approach (version 2).
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Using an adaptive planning approach can help agencies plan for how they will respond to
climate change risks and respond to different future climate conditions. Benefits include:

. a flexible, yet structured decision-making process that recognises decisions to adapt to
climate change do not all need to be made now

. investment in adaptation actions can be planned for, prioritised and staggered

. investment options can be changed, which manages the risk of over or under-adapting
to climate change

. risk exposures may be managed without necessarily locking in actions.

4.1.4 Integrating climate change risk into existing risk management
processes

Recommendation

After agencies determine their climate change risk management approaches and take
steps to build their capability, they should integrate climate change risk into their overall
risk management processes.

The integration of climate change risks into existing risk management processes should:
. be completed as an iterative process while building climate change risk capability

. start with ensuring there is a basic understanding of climate change concepts and
potential impacts and then build a shared understanding

. identify existing risk management processes that may need adjusting to address
the characteristics of climate change risks

. ensure that the risk management process supports the identification of risks that
may arise in the long term as well as the short and medium term

. review existing risk categories and determine whether climate change risks will be
treated as stand-alone risks, drivers of existing risks or a combination of both

. decide whether new risk management tools are needed to support identifying,
assessing and managing climate change risks or whether existing tools can be
adjusted

. assess the relativity of climate change risks to other agency risks, the extent of
exposure to climate change risks and the implications for the agency’s strategic
objectives

. decide how climate change risk is incorporated into the overall risk appetite.
We suggest that agencies refer to the Guidance on Risk Management Integration and

Disclosure that the Task Force on Climate-Related Financial Disclosures has developed in
determining possible adjustments to existing risk management processes.
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Audit observation

Climate change risk management is an emerging concept to many people and organisations
and requires new ways of thinking to be integrated into existing risk management processes.'!

As agencies still need to determine fundamental elements, such as their approaches to
undertaking climate change risk assessments, their existing practices for identifying and
assessing risks may need to be adjusted to ensure they sufficiently address the unique
characteristics of climate change risks.

Integrating climate change risk into existing risk management processes helps:

. ensure that practices for identifying and assessing risks sufficiently address the
characteristics of climate change risks

. determine the priority of climate change risks against other strategic and operational
risks, and highlight the interdependencies of climate change risks with other risks

. to increase the efficiency and effectiveness of the risk management process

. agencies establish and communicate their risk appetites for managing climate change
risks

. to achieve consistency in climate change risk management processes.

11 CSIRO 2018, Climate Compass: A climate risk management framework for Commonwealth agencies, August,
Australia, p.3.
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Appendix 5 — Response from Chief Executive, Department of
Primary Industries and Regions under section 37(2) of the Public
Finance and Audit Act 1987
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Appendix 6 — Response from Chief Executive, South Australian Fire
and Emergency Services Commission under section 37(2) of the
Public Finance and Audit Act 1987

m Government of South Australia

OFFICIAL o/~ South Australian Fire and
Emergency Services Commission
If calling please ask for: N
i |
Telephone: Level 2,
. . 37 Richmond Road
Our Reference: ESS-23-3093 / Your Reference: A22/550 Keswick SA 5035
GPO Box 2706
: Adelaide SA 5001
Mr Andrew Richardson wha
i Tel 81153900
Aud!tor—GeneraI, Fax 81153008
Auditor-General's Department ABN 95 437 863 949

www.safecom.sa.gov.au

Dear Mr Richardson

Re: Report of the Auditor-General: Report 9 of 2023 Climate Change Risk
Management

| write in response to your letter dated 10 October 2023 and the Report of the Auditor-
General: Report 9 of 2023 Climate Change Risk Management and | thank you for the
opportunity.

| support the observations and recommendations outlined in your report that considers
the physical risks which result from the direct impacts of changes in climate. The
emergency services sector has seen the impact of changes in climate firsthand in the
frequency, severity and consequences of natural disasters and emergencies.

SAFECOM has a lead role to work with the sector in developing a consistent, mature
and more sophisticated approach to managing climate risk. | am cognisant of the
importance in working collaboratively with the Department of Environment and Water,
which is leading this transition for the State, and with other government, non-
government, community and business partners.

This organisation has commenced integrating climate risk management practices
across strategic and operational areas, notwithstanding the sector’'s ongoing
engagement in risk mitigation for natural disasters and emergencies. Our sector
continues to be an active participant in state and national groups examining climate
risk and adaption strategies in emergencies. The Chief Officers and | equally
recognise the need for improved integration of climate risk management practices into
other elements of our operational and non-operational business activities.

Significant work is being undertaken to raise the profile of climate change risk
management at all levels of SAFECOM and emergency services organisations. The
SAFECOM Board has identified climate risk management as a priority area of
business. SAFECOM has revised and continues to evaluate its Risk Management
Framework and policy positions and has committed resources towards research,
analysis, assessment, planning, reporting and monitoring for improved decision
making.
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OFFICIAL

| remain committed to supporting the Government on this important priority.

Yours sincerely,

Julia Waddington-Powell
Chief Executive
SAFECOM

18 October 2023
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Appendix 7 — Response from Chief Executive, South Australian
Housing Trust under section 37(2) of the Public Finance and Audit
Act 1987

OFFICIAL: Sensitive

Government of South Australia
SA Housing Authority

Ref: 23CHAF/2004 SA Housing Authority

GPO Box 1669
ADELAIDE SA 5001
DX 550
Mr Richardson Ileai;u 1315:2429435 789
Auditor-General ;
Level 9, 200 Victoria Square Adelaide SA 5000 M ———

housingcustomers@sa.gov.au

Email: records@audit.sa.gov.au

Dear Mr Richardson

| am writing to acknowledge the receipt of the Auditor-General's proposed Report 9 of 2023 on
Climate Change Risk Management, as provided under section 37(2) of the Public Finance and
Audit Act 1987 (PFAA). | would like to express our gratitude for your assistance during the audit
process and the constructive approach.

Having reviewed the proposed report, we understand the importance of the matters discussed,
particularly in the context of climate change risk management. The SA Housing Authority are
committed to working with the whole of the SA Government including other agencies to
implement the recommendations and have no further feedback to provide.

We value the opportunity to engage in this important matter and appreciate your consideration
of our response.

Yours sincerely,

/

Michael Buchan
CHIEF EXECUTIVE
SA HOUSING AUTHORITY

18 October 2023

OFFICIAL: Sensitive
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Appendix 8 — Response from Chief Executive, South Australian
Water Corporation under section 37(2) of the Public Finance and
Audit Act 1987

SAWater

OFFICIAL

13 October 2023

Your ref: A22/550

Mr A Richardson

Auditor-General

Auditor-General's Department
Level 9, State Administration Centre
200 Victoria Square

ADELAIDE SA 5000

Dear Mr Richardson
Report of the Auditor-General: Report 9 of 2023 - Climate Change Risk Management

Thank you for your letter dated 10 October 2023 regarding your proposed Report 9 of 2023 - Climate
Change Risk Management.

SA Water is commitied to cost effective management of climate change risk and, equally importantly,
combatting the drivers of climate change. We are well advanced in this work and are already working
to respond to your recommendations to implement initiafives which will further improve our processes.

If you require any further information regarding this matter, please contact our General Manager

Science and Sfrateay, Nicola Murphy, via emai IEREEE o o I

Yours sincerely,
’

Chris Young
Acting Chief Executive

South Australian Water Corporation 1300 SA WATER
0 Government of 250 Victoria Square/Tarntanyangga (1300 729 283)
./ South Australia Adelaide SA 5000 ABN 69 336 525 019
GPO Box 1751 Adelaide SA 5001 sawater.com.au
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