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In troductory com m ents  from  the Wildernes s  Society 
 
Clim a te d is clos u re, t ru s t  a nd  the na t iona l in t eres t  
The Wildernes s  Society s upports  the introduct ion of m andatory clim ate report ing and a ls o ca lls  for 
the Aus tra lian  Governm ent  to s ignal tha t  it  will a ls o in troduce m andatory biodivers ity report ing in  
the near fu ture. 

It  is  clearly in  Aus tra lia ’s  na t ional interes t  that  a ll nat ions  collectively reduce their carbon 
em is s ions  to levels  that  s ecure no m ore than a  1.5C ris e in  tem pera ture. In  fact , it  goes  beyond th is . 
It  is  not  jus t  “in” the “nat ional interes t”, it  is  “es s ent ia l” to the “nat ional interes t”. 

It  is  im portant  to note tha t  the 15C level is  s et  a t  a  level a t  which the wides pread clim ate im pacts  
to natura l s ys tem s  are perm anent  and irrevers ible and are m ore likely to lead to addit ional 
cas cading clim ate and biodivers ity im pacts . This  does  not  m ean tha t  there is  a  guarantee tha t  1.5C 
is  ‘s afe’, nor tha t  there are no s ubs tantive im pacts  below this  level. We have already s een 
wides pread ecos ys tem  collaps e in  a  num ber of Aus tra lian  ecos ys tem s  a t  the current  level of 
warm ing.  

A world in  which tem pera tures  ris e above th is  1.5C thres hold is  a  world where Aus tralia  los es  
s wathes  of biodivers ity elem ents  that  are a  crit ical part  of what m akes  Aus tra lia , Aus tra lia . It  is  
a ls o where Aus tra lia  s uffers  extens ive, h igh-in tens ity and high-frequency ca tas trophic events  tha t  
fundam enta lly a lter the Aus tra lian way-of-life. There can be no s ens ible argum ent tha t  it  is  not  in  
Aus tralia’s  na t ional interes t  that  global hea t ing is  kept  below 15C.  

Therefore it  follows  tha t  Aus tra lia  s hould s eek to us e a ll and any lever it  has  available to s upport  
the world achieving this . This  can include through diplom acy and in ternational rela t ions , 
inves tm ent, t rade, as  well as  through act ivit ies  within  a  dom es tic context . However, it  is  through 
the dom es t ic context  tha t  Aus tralia  ga ins  its  credibility, expert is e and power to influence global 
outcom es . Without a  credible dom es t ic approach, Aus tra lia  cannot  us e its  international levers  to 
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achieve the outcom e that  is  fundam enta lly es s ent ia l to our na t ional interes t , a  1.5C increas e or les s  
world. 

The relevance of th is  dis cus s ion of national in teres t  to clim ate dis clos ure, is  tha t  the econom ic 
reliance on fos s il fuel in teres ts  by a  na t ion reduces  its  capacity to s eek a  fos s il-free future. 
Trans it ions  do not  happen in a  vacuum . There are econom ic in teres ts  who s eek to protect  their 
(paper) as s ets  and their bus ines s  m odel and will openly and covert ly s eek to influence 
governm ents  and com m unity res pons es  to clim ate change.  

The pres ence of a  fos s il fuel indus try with in  Aus tralia  and fos s il fuel-dependent  em is s ions -
in tens ive indus tries  h inders  the ability of Aus tra lia  as  a  nat ion, through its  governm ents  and 
com m unity, to t rans it ion. It  is  a  zero s um  gam e where the in teres ts  of the la rgely globalis ed fos s il 
fuels  interes ts  and the in teres ts  of Aus tra lia  and the Aus tra lian  people are exclus ive and 
m is aligned.  

Effect ive clim ate dis clos ure a llows  the public - whether as  voters , owners  of com panies , holders  of 
s uperannuation funds  or jus t  as  s om eone affected by clim ate change - to unders tand the dis junct  
between the protection of their in teres ts  and the na tional in teres t  and the act ions  of fos s il fuel 
and fos s il fuel dependent indus tries . It  is  a ls o a  policy tool for the governm ent  to as s es s  indus try 
progres s  towards  em is s ions  reduction goals . There is  s cope for clim ate dis clos ure to be m ore 
widely us ed acros s  a ll elem ents  of governm ent’s  econom ic policy including in  foreign owners hip 
decis ions , procurem ent, t rade s upport , indus try policy and com petit ion policy.  

The connection between the los s  of public t rus t  in  governm ent  and Aus tralia’s  clim ate policy 
record runs  s t ra ight  through the role the fos s il fuel in teres ts  have played through their “delay and 
dis rupt” tact ics  in  the polit ica l a rena . Clim ate dis clos ure, a long with reform s  s uch as  es tablis hing 
a  nat ional integrity com m is s ion and an independent Environm enta l Protect ion Agency (EPA) are 
key m eas ures  to res tore t rus t  to the Aus tra lian polity.  

Greenwas hing is  not  jus t  the gap between cla im s  of a  com pany and their perform ance, it  is  a  t rus t  
gap in  the corpora te world and als o a  t rus t  gap in  polit ics  in  genera l through the fa ilure of the 
regula tors  to deal with it . Right  now it  is  too eas y for com panies  to obs cure their perform ance and 
their plans  in  regards  to clim ate change.  

While dis clos ure is  im portant , it  is  not  s ufficient  on its  own to drive change. Much change in  the 
clim ate ris k s pace has  com e from  Environm enta l NGOs  working with a  s m all s et  of act ivis t  
inves tors  plus  s om e progres s ive inves tor groups  to expos e greenwas hing and highlight  the 
rela t ive perform ance of different  com panies . A nat ion s hould not  be depending on th is  s ucces s ful 
but  a t  t im es  haphazard approach to deliver outcom es  es s ent ia l to the na tional interes t . It  is  a  
derelict ion of the m os t  fundam enta l duty of a  governm ent tha t  has  had to com e to this , 
outs ourcing a  nat ional outcom e to a  narrow s ubs et  of the priva te s ector and environm enta l groups  
to drive the change a  nat ion needs . 

Defores t a t ion  s h ou ld  form  a n  elem en t  of clim a te report ing 
Defores ta t ion and fores t  degradat ion are a  m ajor contributor to Aus tralians  em is s ions  profile and 
s hould form  part  of the m andatory clim ate report ing. It  part icularly s hould be part  of the s cope 
three report ing for s upply chains  (food, agriculture) and for financed em is s ions  of banks . This  
s hould be s upported by an im provem ent  to Aus tra lia ’s  data  collect ion and report ing fram ework for 
land clearing and fores t  degradation where the Com m onwealth s hould adopt  the s a tellite analys is  
approach of the Queens land Governm ent’s  Sta tewide Landcover and Trees  Study to create a  m ore 
com prehens ive, t im ely and s caled unders tanding of vegeta t ion los s  and gains .  
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Biod ivers ity ris k needs  to im m edia tely follow in  clim a te d is clos u re 
foot s t eps  
While clim ate has  been an im portant  focus  for corpora t ions  and financia l ins t itu t ions , econom ic 
s ys tem s  m us t  addres s  the twin cris es  of clim ate change and biodivers ity los s .  

Therefore, the Wildernes s  Society would s upport  an  extended focus  on biodivers ity ris ks  as  well as  
clim ate. This  policy s hould include a  m andatory review which would cons ider the extens ion of the 
requirem ents  to biodivers ity-rela ted financia l dis clos ures  with in  two years  of the entry into force of 
the clim ate-rela ted financia l dis clos ures  requirem ents . 

Any clim ate and biodivers ity dis clos ure fram ework, in  order to be credible, s hould require corpora te 
entit ies  to publicly report  on their actua l im pacts  on clim ate and biodivers ity, as  well as  on hum an 
rights , to dis clos e com plaints  and grievances  they m ight have received, and t rans parent ly 
com m unicate on their lobbying act ivit ies  on clim ate and biodivers ity is s ues .  

The proces s  of crea t ing dis clos ure regim es  m us t  involve a  ba lanced lis t  of s takeholders , including 
an im portant  role for civil s ociety organis a tions  to lim it  the ris k of s uch regim es  facilita t ing 
greenwas hing. 

The m eas ures  cons idered as  part  of any biodivers ity dis clos ure s hould be appropria te for the 
Aus tralian  ecologica l context  and addres s  the m os t  s ignificant  ris ks  (i.e. defores ta t ion). 

Trea s u ry s hou ld  cons ider how decom m is s ion ing a n d  reha b ilit a t ion  
lia b ilit ies  in t era ct  with  clim a te d is clos u re 
We unders tand that  the Treas ury, like the Wildernes s  Society, is  concerned that  too m any ent it ies  
a re fa iling to adequately provis ion for, or carry out  their rem ediat ion, rehabilita t ion or 
decom m is s ioning obliga tions . This  rela tes  to m ining, energy and ons hore/ offs hore oil and gas . 

Any unfunded or incom plete liabilit ies  in  this  a rea  crea te a  ris k for both the taxpayer and for the 
environm ent . The current  accounting s tandards  for provis ioning work to obs cure thes e external 
ris ks  in  favor of keeping as s um ptions  unpublis hed and internal. There is  a round $60 billion  in  
offs hore oil and gas  decom m is s ioning liabilit ies  a long with an as -yet-undeterm ined figure for 
coal-fired power plants , m ines  and ons hore gas . It  is  likely tha t  the tota l figure is  well over $100 
billion . Yet the provis ioning in  the books  of thes e com panies  is  well below this . 

Where this  becom es  im portant  for clim ate dis clos ure is  tha t  if, for reas ons  of clim ate change 
act ion, an  oilfield or coal-fired power plant  or LNG facility is  clos ed early, the decom m is s ioning is  
brought  forward and becaus e of the way it  is  currently accounted for with dis count  ra tes , there will 
not  be s ufficient  funds  provis ioned for to carry out  the decom m is s ioning. All clim ate t rans it ion 
plans  therefore need to have explicit  as s um ptions  around decom m is s ioning. 

  



 
 

 
Report  – Vers ion: 1 

 

3    

Ans wers  to key cons ulta t ion ques t ions   
Ques t ion  1: Wha t  a re the cos t s  a nd  benefit s  of Au s t ra lia  a lign ing with  in terna t iona l pra ct ice on   
clim a te-rela t ed  fina ncia l ris k d is clos u re (includ ing m a nda tory report ing for certa in  en t it ies )? 
In  pa rt icu la r:  

1.1 Wha t  a re the cos t s  a nd  benefit s  of m eet ing exis t ing clim a te report ing expecta t ions ?  

1.2  Wha t  a re the cos t s  a nd  benefit s  of Au s t ra lia  not  a lign ing with  in terna t iona l pra ct ice 
a nd  in  pa rt icu la r globa l ba s eline s t a nda rds  for clim a te report ing?  

See introductory com m ents  on the nat ional interes t .  

 

Ques t ion  2: Shou ld  Au s t ra lia  a dopt  a  pha s ed  a pproa ch  to clim a te d is clos u re, with  the firs t  
report  for  in it ia lly covered  en t it ies  being fina ncia l yea r 20 24-25?  

2 .1 Wha t  cons idera t ions  s hou ld  a pply to determ in ing the cohort s  covered  in  
s u bs equen t   pha s es  of m a nda tory d is clos u re, a nd  the t im ing of fu tu re pha s es ? 

All fos s il fuel in teres ts  of any s ize and any em is s ions  intens ive fos s il-fuel reliant  com panies  
s hould be im m ediately covered. Likewis e, banks  regarding financed land us e em is s ions  and 
food/ agricultura l ent it ies  regarding s cope three s upply chain is s ues  s hould a ls o be covered. Sta te-
owned fores try ent it ies  likewis e s hould be covered. 

 

Ques t ion  3 : To wh ich  en t it ies  s hou ld  m a nda tory clim a te d is clos u res  a pply in it ia lly?  

3 .1 Wha t  s ize th res holds  wou ld  be a ppropria t e to determ ine a  la rge, lis t ed  en t ity a nd  a  
la rge  fina ncia l in s t itu t ion , res pect ively?  

3 .2  Are there a ny other types  of en t it ies  (tha t  is , a pa rt  from  la rge, lis ted  en t it ies  a nd  
fina ncia l  in s t itu t ions ) tha t  s hou ld  be inclu ded  in  the in it ia l pha s e?  

There s hould be a  qualita t ive approach tha t  any ent it ies  involved in  the explora t ion for, m ining of, 
t rans port ing or burning for power of fos s il fuels  s hould be covered regardles s  of s ize. All m ajor 
fos s il fuel producers  or us ers  s hould be required to report  on a  facility by facility bas is , as  well as  
on a  whole of com pany bas is .  

Likewis e, banks  regarding financed land us e em is s ions  and food/ agricultural entit ies  regarding 
s cope three s upply chain  is s ues  s hould a ls o be covered. Sta te-owned fores try entit ies  s hould be 
covered im m ediately.  

 

Ques t ion  4: Shou ld  Au s t ra lia  s eek to a lign  ou r clim a te report ing requ irem en ts  with  the globa l 
ba s eline  envis a ged  by the In terna t iona l Su s ta ina bility Boa rds ?   

4.1 Are there pa rt icu la r cons idera t ions  tha t  s hou ld  a pply in  the Au s t ra lia n  con text  rega rd ing  
the ISSB im plem en ta t ion  of d is clos u res  rela t ing to: governa nce, s t ra tegy, ris k m a na gem en t   
a nd/ or m et rics  a nd  ta rget s ?  

4.2  Are the clim a te d is clos u re s ta nda rds  being is s u ed  by the ISSB the m os t  a ppropria te for  
en t it ies  in  Au s t ra lia , or s hou ld  a lterna t ive s ta nda rds  be cons idered?  

While it  is  im portant  that  report ing is  internat ionally com parable, it  a ls o needs  to be m eaningful. 
And linking the lim its  of the Aus tralian report ing to a  fram ework tha t  m ay not  a lways  rem ain  
dom es tica lly-us eful s hould not  be abs olute. 
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Ques t ion  5: Wha t  a re the key cons idera t ions  tha t  s hou ld  in form  the des ign  of a  new regu la tory  
fra m ework, in  pa rt icu la r when  s et t ing overa rch ing clim a te d is clos u re ob liga t ions  (s t ra t egy,  
governa nce, ris k m a na gem en t  a nd  ta rget s ?  

The fram ework s hould m ake it  eas y for the public to unders tand the clim ate perform ance of 
com panies  opera ting within  Aus tralia  and s eek to develop ways  to publicis e thos e com panies  that  
a re adequately t rans it ioning and thos e that  a re not . The report ing s hould be able to be rolled up 
in to m ult iple s cale da ta  s ets  s o the public, inves tors  and the governm ent  can m ake decis ions  
about  thos e com panies  and facilit ies  tha t  a re a ligned with our na t ional interes t , and therefore how 
to deal with  thos e tha t  a ren’t .  

 

Ques t ion  6: Where s hou ld  new clim a te report ing requ irem en ts  be s itua ted  in  rela t ion  to other  
period ic report ing requ irem ents ? For in s ta nce, s hou ld  they con t inue to be included  in  a n  
opera t ing  a nd  fina ncia l review, or in  a n  a lterna t ive s epa ra te report  inclu ded  a s  pa rt  of the 
a nnua l report? 

It  s hould be releas ed and updated a t  a  frequency tha t  is  m eaningful for ens uring progres s  towards  
and achievem ent of object ives  is  reported on accura tely and in  a  t im ely and t rans parent  fas hion, 
likewis e m eaningful for governm ent policy m aking, public s crutiny and inves tor act ion.  

 

Ques t ion  7: Wha t  cons idera t ions  s hou ld  a pply to m a teria lity ju dgem en ts  when  u nderta king 
clim a te  report ing, a nd  wha t  s hou ld  be the reference poin t  for m a teria lity (for in s ta nce, s hou ld  
it  a lign  with   ISSB gu ida nce on  m a teria lity a nd  is  en terpris e va lu e a  u s efu l cons idera t ion)?  

It  is  im portant  that  com panies  cannot gam e the s ys tem  through s hell com panies  and join t  
owners hip s o that  they fa ll under thres holds  for report ing. Owners hip in  the fos s il fuel indus try has  
h is torica lly been convoluted and opaque and therefore a ll fos s il fuel com panies  s hould have to 
report  the fu ll s uite of da ta  regardles s  of s ize.  

 

Ques t ion  8 : Wha t  level of a s s u ra nce s hou ld  be requ ired  for clim a te d is clos u res , who s hou ld  
provide  a s s u ra nce (for in s t a nce, a ud itor of the fina ncia l report  or other expert ), a nd  s hou ld  
a s s u ra nce  providers  be s u b ject  to independence a nd  qu a lity m a na gem en t  s t a nda rds ?  

 

Governm ent  s hould inves t  in  in ternal governm ent  audit  capacity and carry out  its  own prim ary 
audits  of key com panies  with s ignificant  clim ate ris k. External as s urance is  a  us eful function but  
a lone is  ins ufficient  for an  is s ue of this  m agnitude. Likewis e, there s hould be s pecific clim ate 
rela ted s kills  and s tandards  required for whom ever is  to carry out  the as s urance. There s hould be 
clear independence guidelines  becaus e the his tory of indus try capture in  this  a rea  is  well 
docum ented.  

 

Ques t ion  9 : Wha t  cons idera t ions  s hou ld  a pply to requ irem ents  to report  em is s ions  (Scope 1, 2  
a nd  3 )  includ ing u s e of a ny releva n t  Au s t ra lia n  em is s ions  report ing fra m eworks ? 

It  is  im portant  that  s cope 3 report ing of land us e and land cover change (ie defores ta t ion and 
fores t  degradat ion) is  captured. It  is  likely to be the key ris k to be m anaged within any biodivers ity 
dis clos ure fram ework s o it  m akes  s ens e to begin  to incorpora te it  in to clim ate report ing too. 

It  is  im portant  that  any offs ets  need to be dis t inct ly reported alongs ide any s cope 1, 2, 3 em is s ions  
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s o the public and the governm ent can unders tand what is  a  genuine t rans it ion  and what  is  a  
s topgap m eas ure.  

 

Ques t ion  10 : Shou ld  a  com m on  ba s eline of m et rics  be defined  s o tha t  there is  a  degree of 
cons is tency  between  d is clos u res , inclu ding indus t ry-s pecific m et rics ?  

Whether a  m etric is  m eaningful is  m ore im portant  than cons is tency. For exam ple, fores t  
definit ions  tha t  a re appropria te to deal with  t ropica l fores t  los s  in  the Am azon or Indones ia  are not  
m eaningful to apply to defores ta t ion in  an  Aus tralian context  (whether for a  biodivers ity or carbon 
los s  approach). 

 

Ques t ion  11: Wha t  cons idera t ions  s hou ld  a pply to ens u re covered  en t it ies  provide t ra ns pa ren t   
in form a t ion  a bou t  how they a re m a na ging clim a te rela ted  ris ks , includ ing wha t  t ra ns it ion  
p la ns   they ha ve in  p la ce a nd  a ny u s e of greenhous e ga s  em is s ions  offs et s  to m eet  their 
pub lis hed   t a rget s ? 

 

Fos s il fuel m ining com panies  s hould be providing t rans parent  inform ation about  what they are 
s pending each year on fos s il fuel explora t ion and exploita t ion vers us  s us ta inable energy s ources . 
They s hould be report ing on the tota l potentia l em is s ions  of their fos s il fuel res erves  and on their 
new explora t ion dis coveries . 

Offs ets , if ut ilis ed as  a  las t  res ort  (noting the bes t-pract ice m itiga t ion hierarchy) s hould clearly be 
delineated and the approach, loca tion of the offs et , m ethodology and the years  of expected 
abatem ent  s hould be m ade t rans parent . 

 

Ques t ion  12: Shou ld  pa rt icu la r d is clos u re requ irem en ts  a nd/ or a s s u ra nce of thos e 
requ irem ents   com m ence in  d ifferen t  pha s es , a nd  why?  

Specific a t tent ion s hould be given to thos e com panies  s t ill involved in  expans ionary phas es  of 
fos s il fuel developm ent  and thos e that  reta in  la rge decom m is s ioning liabilit ies . 

 

Ques t ion  13 : Are there a ny s pecific ca pa b ility or da ta  cha llenges  in  the Au s t ra lia n  con text  tha t  
s hou ld   be cons idered  when  im plem en t ing new requ irem en ts ?  

○ 13 .1 How a nd  by whom  m igh t  a ny da ta  ga ps  be a ddres s ed?  

○ 13 .2  Are there a ny s pecific in it ia t ives  in  com pa ra ble ju ris d ict ions  tha t  m a y 
a s s is t  u s ers  a nd   prepa rers  of th is  in form a t ion  in  a ddres s ing thes e cha llenges ? 

 

Aus tralia  needs  to develop a  m ore com prehens ive approach to m onitoring and report ing 
defores ta t ion. See com m ents  in  in troduct ion.  

 

Ques t ion  14: Rega rd ing a ny s u pport ing in form a t ion  neces s a ry to m eet  requ ired  d is clos u res  
(for  in s t a nce, clim a te s cena rios ), is  there a  ca s e for a  pa rt icu la r en t ity or en t it ies  to provide 
tha t   in form a t ion  a nd  the governa nce of s u ch  in form a t ion?  
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Aus tralia  has  the capacity to develop us eful clim ate s cenarios  through its  m ult iple clim ate and 
s cience agencies  however, thes e agencies  have been heavily cons tra ined through governm ent  
pres s ure. It  is  im portant  tha t  any s cenarios  are developed in an  open and t rans parent  m anner with  
involvem ent from  civil s ociety.  

 

Ques t ion  15: How s u it a b le a re the ‘rea s ona b le grou nds ’ requ irem ents  a nd  d is clos u res  of 
u ncert a in t ies   or a s s um pt ions  in  the con text  of clim a te report ing? Are there other tes t s  or 
m ea s u res  tha t  cou ld   be cons idered  to ens u re lia b ility is  p roport iona te to inheren t  u ncert a in ty 
with in  s om e requ ired   clim a te d is clos u res ?  

It  is  im portant  to note tha t  while the ris k focus s ed on here is  prim arily tha t  of clim ate ris k on the 
entity, the core public purpos e here is  to m anage the tota l ris k of thes e ent it ies  on the clim ate. So 
the proport ionality s hould be focus s ed on the level of report ing required to achieve the public 
policy goal, m ore than whether a  com pany need bother with  it  them s elves . 

 

Ques t ion  16: Are there pa rt icu la r cons idera t ions  for how other report ing ob liga t ions  (inclu ding  
con t inuou s  d is clos u re a nd  fu ndra is ing docum ents ) wou ld  in tera ct  with  new clim a te report ing  
requ irem ents , a nd  how s hou ld  thes e in tera ct ions  be a ddres s ed?  

See earlier com m ents  on decom m is s ioning report ing s tandards .  

 

Ques t ion  17: While the focu s  of th is  reform  is  on  clim a te report ing, how m u ch  s hou ld  flexib ility 
to  incorpora te the growth  of other s u s ta ina b ility report ing be cons idered  in  the pra ct ica l 
des ign  of  t hes e reform s ?  

See earlier com m ents  on biodivers ity ris k.  

 

Ques t ion  18 : Shou ld  d igita l report ing be m a nda ted  for s u s ta ina bility ris k report ing? Wha t  a re 
the  ba rriers  a nd  cos t s  for im plem ent ing d igit a l report ing?  

The m ain  thing is  tha t  data  can be rolled up in  m eaningful ways  to as s es s  m ult iple groupings  for 
clim ate perform ance. 

Ques t ion  19: Which  of the poten t ia l s t ru ctu res  pres en ted  (or a ny other) wou ld  bes t  im prove the  
effect ivenes s  a nd  efficiency of the fina ncia l report ing s ys tem , inclu ding to s upport  
in t rodu ct ion  of  clim a te rela t ed  ris k report ing? Why? 

The Aus tra lian  Treas ury s hould carry out  a  root  and branch review of a ll of its  regula tory 
fram eworks  and approaches  to cons ider a ll of the ways  it  can drive the clim ate and biodivers ity 
t rans it ions . If that  review finds  the need for a  dedica ted corpora te s us ta inability regulator then 
tha t  s hould be put  in  place.  

 

Other com m ents  
● Clim a te a n d  b iod ivers ity-rela ted  fina ncia l d is clos u res  s hou ld  be  
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- Com pa ra b le. Inform ation is  m ore us eful when it  can be com pared with  s im ila r 
inform ation  about  another ent ity or with  s im ilar inform ation about  the s am e 
ent ity from  a  different  t im e period. Cons is tency in  form att ing reports  and what  
inform ation  is  included will help with  their com parability. 

- Specific to the com pany in  ques t ion. Standardis ing acros s  the board does n’t  
account  for the fact  tha t  s om e indus tries  a re m ore ris k prone than others . 

- Decis ion  u s efu l. Sta t ing tha t  the inform ation  in  the financia l s ta tem ents  can  
be us ed to m ake qualified and educated opinions  with  res pect  to the com pany.  

 
● The requ irem en ts  need  to a ddres s  a  b roa d  ra n ge of clim a te rela ted  fina ncia l ris ks , 

na m ely: 
 

a ) Credit  ris k – through a  potent ia l increas e in  defaults  on  loans  by bus ines s es  and 
hous eholds  tha t  m ay be affected by advers e clim ate events , as  well as  the potent ia l 
for as s ets  us ed as  colla tera l to decline in  va lue; Indeed, there is  a  ris k tha t  com panies  
will be left  with  s t ra nded  a s s et s . Indeed, a  la rge part  of fos s il fuel res erves  cannot  be 
burned if the 2°C target  is  to be a t ta ined. The va lue of fos s il fuel as s ets  could plum m et  
as  a  res ult  of regula tory change, with  the potent ia l to caus e a  m ajor econom ic cris is 1.  

 
b) Ma rket  ris k – through the im pact  of potent ia l re-pricing of financia l ins trum ents  and 

corpora te debt  a ffect ing the va lue of s ecurit ies  held on an ins t itu t ion’s  ba lance s heet ;  
 
c) Opera t iona l ris k – including the ris k of s upply chain dis rupt ion and forced facility 

clos ures  as  well as  m aking areas  us ed for com m odity production even m ore 
s us ceptible to dam ages  from  increas ing extrem e weather events . This  can then 
lead to vola t ility of cos ts  res ult ing in  financia l ins tability.  

 
d) Underwrit ing ris k – through a  potent ia l increas e in  ins ured los s es  as  a  res ult  of m ore 

frequent  and/ or extrem e weather events ;      
 
e) Liqu id ity ris k – through an increas ed dem and for liquidity to res pond to extrem e 

weather events  or the difficult ies  tha t  m ay be faced in  liquida t ing as s ets  negat ively 
im pacted by clim ate ris ks ;  

 
f) Repu ta t ion a l ris k – including an ins t itu t ion’s  ability to a t t ract  and reta in  cus tom ers  

and em ployees  due to changing em ployee and com m unity expecta t ions . There are 
b ra nd  equ ity ris ks  a ffect ing bus ines s es  engaging in , or connected with , act ivit ies  
tha t  s om e s takeholders  cons ider to be incons is tent  with  addres s ing clim ate change 
and biodivers ity los s ; 

 
g) Phys ica l ris k - dam age to land, buildings , s tock or infras tructure owing to phys ica l 

effects  of clim ate-rela ted factors , s uch as  hea t  waves , drought , ris ing s ea  levels , 

 
1 Half world’s  fos s il fuel as s ets  could becom e worthles s  by 2036 in net  zero t rans it ion |  
Environm ent |  The Guardian  
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ocean acidifica t ion, s torm s  or flooding. Effects  a re exacerba ted by cont inual dam age 
to biodivers ity. Warm ing caus ed by greenhous e gas es  could dam age livability and 
workability—for exam ple, through a  higher probability of letha l hea t  waves . Clim ate 
change will underm ine food s ys tem s , phys ica l as s ets , infras tructure, and caus e 
irreparable dam age to na tura l habita ts . 

 
h) Seconda ry ris k - flow-on effects  of phys ica l ris ks , s uch as  fa lling crop yields , res ource 

s hortages , s upply chain dis rupt ion, as  well as  m igra t ion, polit ica l ins tability or 
conflict ; 

 
i) Policy/ Regu la tory ris k - financia l im pairm ent  a ris ing from  loca l, na t ional or 

interna t ional policy res pons es  to clim ate change, s uch as  carbon pricing or levies , 
em is s ion caps  or s ubs idy withdrawal; 

 
j) Lia bility ris k - financia l liabilit ies  including ins urance cla im s  and legal dam ages , 

a ris ing under the law of contract , tort  or negligence becaus e of other clim ate-rela ted 
ris ks . Stakeholder lit iga t ion, regula tory enforcem ent  for not  cons idering or 
res ponding to the im pacts  of clim ate change, biodivers ity degradat ion and the 
im pacts  of bus ines s  dis rupt ions  a ls o lead to cons iderable financia l los s .  

 
k) Tra ns it iona l ris k - financia l los s es  a ris ing from  dis orderly or vola t ile adjus tm ents  to 

the va lue of lis ted and unlis ted s ecurit ies , as s ets  and liabilit ies  in  res pons e to other 
clim ate and biodivers ity rela ted ris ks . Trans it ional ris k is  a  broad term  tha t  can be 
s een as  an um brella  definit ion tha t  encaps u la tes  a ll the financia l ris ks  as s ocia ted 
with  a  changing clim ate.  

 
● Tra ns pa ren cy a nd  a ccou n ta b ilit y a re key in  thes e clim ate and/ or biodivers ity-

rela ted financia l dis clos ures . Dis clos ures  s hould be publicly acces s ible as  a  
requirem ent .  

 
● Dis clos u re requ irem en ts  s hou ld  be m a de m a nda tory for a ll corpora te en t it ies , 

as  lim it ing the s cope would ris k res ult ing in  loopholes  - ent it ies  tha t  a re “s m all 
enough” wouldn’t  be incent ivis ed to dis clos e their clim ate and/ or biodivers ity ris k, 
even though they m ight  have im pacts . Sm aller ent it ies  a re in  fact  a rguably m ore 
vulnerable to the ris ks  of clim ate change and biodivers ity los s . The urgency of 
clim ate change and biodivers ity los s  jus t ify urgent  act ion - thes e dis clos ures  
s hould apply to a ll corpora te ent it ies . Addit ional guidance and s upport  could be 
planned for s m aller, les s  equipped ent it ies , to help them  navigate the new 
requirem ents . 




