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About Us Section 1

preparedness for climate risks. This toolkit has been developed by the PBC’s Centre of Excellence in 

 
This toolkit provides businesses with an introductory understanding of the risks to enterprises stem-

CERB has developed this toollkit using the following resources:

  • COSO-WBCSD ESG Enterprise Risk Management Guidance

  • Climate Change Risk A good practice guide for Audit and Risk Assurance Committees

The Climate Risks Awareness Toolkit provides a structured and holistic approach for businesses to 

starting framework for enterprises to assess their exposure to climate-related challenges and lever-
age opportunities for sustainable growth.

06 07

investment in and long-term commitment to sustainable growth of the country. PBC’s major objec-

on: www.pbc.org.pk.

providing opportunities for inclusive livelihood and guidance on sustainably using the country’s 

About Pakistan Business Council and Centre of Excellence in Responsible Business:

Understanding climate risks for businesses

6
STAGE

STRATEGY

STAGE 1

analyse the climate
related risks to create 
a climate issue pool

STAGE 2

establish a risk 
taxonomy for the 
organization

STAGE 3

determine the likeli-
hood of climate issues 

STAGE 4

determine the material 
climate related risks

STAGE 5

using results from 
stage 3 & stage 4 
identify the level of risk

STAGE 6

develop a risk
management frame-
work
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International Collaboration: Participating in global initiatives and partnerships fosters 

 Engaging with policymakers can shape favorable regulations and poli-

GLOBAL PARTNERSHIPS:

Resilience: Businesses that are able to adapt to climate change are more likely to succeed 
in the long term.

Stakeholder Expectations: -

environmental sustainability.

LONG-TERM VISIBILITY:

encompass a wide array of challenges that businesses face due to changing climate patterns and 

-
age temperature increase to well below 2°C and pursue efforts to limit the increase to 1.5°C above 
pre-industrial levels. This demonstrates the growing recognition of the risks posed by climate 

manage the risks associated with climate change and build resilience. It also presents risks to those 
economies who fail to strategically act on both adapting to climate change and mitigating the risks 

Environmental impacts of climate change

Consumer Preferences: Eco-conscious consumers are driving demand for sustainable 
products and services.

 
access.

MARKET DEMAND AND REPUTATION:

Regulatory Compliance: 
and complying with the ever-increasing stringent environmental regulations.

Supply Chain Risks: Businesses reliant on natural resources are more vulnerable to climate 
risks

RISK MITIGATION:

 
operational costs.

Resource Optimization: Cost savings can be achieved through waste reduction and 
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based on the increased concentration on increased levels of global warming gases in the atmo-
sphere.

SOCIAL & ENVIRONMENTAL IMPACT: POLICY IMPLICATIONS:

Climate change hits vulnerable
communities in developing countries the 

International cooperation and policy measures 
are crucial to reduce greenhouse gas emis-

transition to sustainable economies.
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TEMPERATURES:

MELTING POLAR
ICE & RISING
SEA LEVELS:

EXTREME
WEATHER
EVENTS:

OCEAN
ACIDIFICATION:

BIODIVERSITY
LOSS:

Causing 
heatwaves that 
impact agricul-

and ecosystem.

Causing sea 
level to rise.

This puts 
coastal com-

and 
infrastructure 

at risk.

Climate change 
exacerbates 

extreme weath-

resulting in 
disasters and 

economic loss.

High carbon 
dioxide levels  
make oceans 

marine life and  
and reduce the 

carbon captur.

Impacts ecosys-
tems and 

species distribu-
tion shifts and 

increasing 
extinction rates.
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CLIMATE SCENARIOS

2.4 C
result from the implementation of the 2015 nationally determined contributions up to 
2030 followed rapidly by a 50% reduction of global emissions by 2080. It is considered 
likely to produce a warming of about 2.4 C.

2 C
would then decline on a linear path that aims to limit global warming to below 2 C 
above pre-industrial temperatures by 2100. 

2.8 C around 2060 and then decline through the rest of the century. It is considered likely to 
produce a warming of about 2.8 C.

>4 C
-

tent with a future with no policy changes to reduce emissions and characterized by 
increasing GHG emissions that lead to high atmospheric GHG concentrations. It is 
considered likely to produce a warming of 4.3 C.

IP
C

C
3
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AGRICULTURE

64% Deforestation
occur due to farming

URBANIZATION

Land is needed to
assist growing population

LOGGING &
ILLEGAL LOGGERS

Rising wood and paper
based products’ demand

FUELWOOD

Pakistan is ranked 15th

among the world for
fuelwood consumption

temperature data records going back to 1850.
 

In 2023, every day surpassed 1°C above pre-industrial 
levels, with close to 50% of days exceeding 1.5°C. Two days 

Pakistan’s water supply will fall below the minimum threshold 
of 1,000 cubic metres per person per year by 2025, leading to 

increased water scarcity and reduced agricultural productivity.

Pakistan climate change will decrease agricultural productivity 
by 8-10% till 2040 and wheat will be one of the major losers.

The melting of glaciers is affecting the country’s hydropower 
generation, which accounts for approximately 29% of its elec-

tricity production.

The Intergovernmental Panel on Climate Change (IPCC) 
estimates that the glaciers in the Himalayas could shrink by 

two-thirds by 2100.

The Intergovernmental Panel on Climate Change (IPCC)’s 
Sixth Assessment Report (AR6) projected a likely global 
mean sea-level (GMSL) rise of 0.44 to 0.76 m under an 

intermediate greenhouse gas emissions scenario. 

GLACIER & SEA ICE MELTING

SEA LEVEL RISE

TEMPERATURE

community) is declining due to habitat loss and degradation, 
water abstraction, drainage of wetlands, dam construction, 
pollution and eutrophication. These factors have caused 

DAMAGE TO MARINE ECOSYSTEM

In 2010, Pakistan had 648 kha of tree cover, extending over 
0.74% of its land area. In 2022, it lost 49 ha of tree cover, 

equivalent to 19.3 kt of CO2 emission.

DEFORESTATION

AGRICULTURE

Pakistan has received nearly 190% more rain than the 30-year  
average in the quarter from June to August(2022), totalling 
390.7mm (15.38 inches).

Sindh, with a population of 50 million, has been hardest hit, 
getting 466% more rain than the 30-year average. 33 million 
people, or 15% of the 220 million population, have been affected.

EXTREME WEATHER

What are the climate risks faced by Pakistan?

https://www.globalforestwatch.org/dashboards/country/PAK/
https://berkeleyearth.org/policy-insights/

https://www.ipcc.ch/assessment-report/ar6/
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Section 2 – What are business risks?

business failure. Events such as changes in consumer preferences, strikes, increased competition, 
changes in government policies, and obsolescence, among others, add to business uncertainty. By 

A standard method for managing risks is maintaining the risk 

essential part of any framework. It helps the management list 
risks, their priority level, mitigation strategies, and the risk owners 

How do organisations manage risks? 

DIRECT
RISK
a threat to your 
business that is 
within your 
control

INDIRECT
RISK
a threat to your 
business that is 
out of your 
control

INTERNAL
RISK
risks to your 
business that 
you can 
prevent or 
mitigate

EXTERNAL
RISK
risks to your 
business that 
you have no 
control over

1 2 3 4 5

11 2

2

3

3

4

4

2

3

4

4 6
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8

8

9

10

10

12

12

15

15

16

20

20

25

5

5 5

PR
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B
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IMPACT

RISK
DESCRIPTION

IMPACT
DESCRIPTION

IMPACT
LEVEL

PROBABILITY
LEVEL

PRIORITY
LEVEL MITIGATION NOTES OWNER

Brief summary
of the risk.

What will happen
if the risk is not
mitigated or
eliminated.

What can be done
to lower or eliminate
the impact or
probability

Who is responsible?

Shella

Rashad

Keep in contact with
supplier. Have
alternative suppliers
on retainer.

Increase inspections.
Have spare parts on
site.

Rate
1 (low) to
5 (high)

Rate (Impact X
probability)
Address
highest first

1 (low) to
5 (high)

5 2

1

5

5

2

4

3

5

4

Production stops

Production
delayed

Material
delivery
is delayed

Machinery
breakdowns

10

15

25

8

4

SIMPLE BUSINESS RISK REGISTER TEMPLATE
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Why do businesses need to identify climate-related risks and
opportunities?

-
tions identify the potential impact of adverse climate changes on business operations and their abili-

CLIMATE

OPPORTUNITY for company, climate & society
if company contributes to climate

mitigation/adaptation

RISK of negative impact on climate

RISK of negative impact on company:
acute & chronical physical risks

RISK of negative
impact on company:

transitional risk

Policy

Legal

Technology

Market

Reputation

SO
C

IE
TY

R
ES

PO
N

SE
COMPANY

CLIMATE-RELATED RISKS & OPPORTUNITIES
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REPUTATION MANAGEMENT:
Climate change is a growing concern among consumers and investors. Businesses that proactively 

-
ing their reputation and brand value.

SUPPLY CHAIN RESILIENCE:
-

tional disruptions. Identifying climate risks allows businesses to develop strategies to make their 
supply chains more resilient.

INSURANCE CONSIDERATIONS:
Insurers are increasingly factoring climate risk into their assessments. Businesses that accurately iden-

INVESTOR RELATIONS:
Investors are becoming more interested in understanding how climate risks may impact the compa-
nies they invest in. Identifying and disclosing climate risks can improve transparency and attract envi-
ronmentally conscious investors.

LONG-TERM PLANNING:

climate risks enables enterprises to develop sustainable and resilient strategies that adapt to changing 
environmental conditions.

Global temperature rise will impact GDP in all 
regions by mid-century. The Paris Agreement 

temperature rise to 2 degrees. Due to their vulner-

be disproportionately affected by the negative 
impacts of climate change. 

Revenues: Transition and physical risks may affect demand for products and services. Organizations should 
consider the potential impact on revenues and identify opportunities for enhancing or developing new revenues.

Expenditures: -

We must pursue adaptation and 
mitigation with equal  force and 

urgency.

– UN Secretary General
Anonio Guterres

Well-below 2 C

Paris target The likely range of global temperature gains Severe case

2.0 C increase 2.6 C increase 3.2 C increase

Temperature rise scenario, by mid-century

Simulating for economic loss impacts from rising temperatures in % GDP, relative to a world without climate change (0 C)

World

OECD

North America

South America

Europe

Middle East & Africa

Asia

– 4.2%

– 3.1%

– 3.1%

– 4.1%

– 2.8%

– 4.7%

– 5.5%

– 11.0%

– 7.6%

– 6.9%

– 10.8

– 7.7%

– 14.0%

– 14.9%

– 13.9%

– 8.1%

– 7.4%

– 13.0%

– 8.0%

– 21.5%

– 20.4%

– 18.1%

– 10.6%

– 9.5%

– 17.0%

– 10.5%

– 27.6%

– 26.5%

Income Statement

Assets and Liabilities:

may particularly affect the use of long-lived assets and reserves.

-
tures or R & D.

Balance Sheet

REGULATORY COMPLIANCE:
Governments and regulatory bodies are increasingly implementing measures to address climate 
change. Identifying climate risks helps businesses comply with evolving regulations and avoid poten-
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climate risks enables enterprises to develop sustainable and resilient strategies that adapt to changing 
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regions by mid-century. The Paris Agreement 
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Risks & opportunities in the value chain

Mounting weather risks are being tackled with 
innovative risk transfer approaches.

Lenders and investors increasingly integrate climate 
risk into their appraisals.

-
sure and climate risk management.

Policy Environment:

Engaging with policy can create favorable conditions 
for businesses to build climate resilience and identify 
areas of synergy between public and private adapta-
tion actions.

Stakeholder Expectations:

Improved reputation.

New sources of competitive advantage.

Increased expectations and scrutiny from civil 
society organizations on corporate climate risk 
management.

Damage to ecosystems important to business.

Increased regulatory pressure may induce costs and 
make it more challenging to comply.
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Community and Ecosystem Resilience:

Better socioeconomic conditions for local 

Impacts on local communities altering corpo-Improved environmental performance by promot-
ing ecosystem-based adaptation.

promoting community-based adaptation.

Availability of agricultural commodities and raw 
materials for production.

Raw Materials Sourcing:

New sources of supply.

Commodity price volatility.

Climate-triggered disruptions to distribution 
networks affecting delivery times and causing 
production interruptions or sales losses.

Distribution:

Sales:

Demand for new products and services.

Demand for climate-resilient products and 
services.

OPPORTUNITIES RISKS

Assets and Infrastructure:

Integration of climate resilience in asset or 
infrastructure design to inccrease useful lives at 

Production and Operations

timeliness.
Damage to existing infrastructure and facilities.
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Improving the residence of products and services 
could open new markets.

Increased costs and constraints on industries relying 
heavily on water for production.

Increased health and safety hazards for the work-
force.

timeliness.

OPPORTUNITIES RISKS

Climate-related risks fall into two major categories:
 

investments.
 

weather conditions and rising sea levels.

transitional impacts of climate change on businesses. These impacts elevate the likelihood of busi-
-
-
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20 21

PHYSICAL RISK

ACUTE
Acute risks are weather events that will increase

CHRONIC
Chronic risks are longer-term shifts in the climate
like changes in seasonal temperature and
precipitation.

CHANGES IN SEASONAL TEMPERATURES

CHANGES IN SEASONAL PRECIPITATION

SEA LEVEL RISE

CHANGES IN FREEZE-THAW CYCLES

EXTREME HEAT WILDFIRE GLOFTS

FLOOD CYCLONE DROUGHT

TRANSITIONAL RISK

response to climate change.

Policy risk: 
introduction of new climate-related

not adopting competitive low-emissions
agricultural technologies.

Technology risk: 

actions against high-emitting companies.
Legal risk:

reduced demand for high GHG emissions
commodities.

Market risk: 

emission reduction actions.

Reputational risk: 

PHYSICAL AND TRANSITION RISKS

PHYSICAL RISKS TRANSITION RISKS

Business
disruption

Asset
destruction Migration Reconstruction/

replacement

Lower value
of stranded

assets

Increase in
energy prices

with dislocations

Lower 
property & 
corporate 
asset value

Market losses Credit losses Underwriting 
losses

Operational risk 

Lower 
household 

Lower 
corporate 

litigation

Lower growth & 
productivity affecting 
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RELEVANT SHORT-AND LONG-TERM PHYSICAL
CLIMATE IMPACTS ILLUSTRATIVE EFFECTS ON VALUE CHAIN

• Increased intensity and duration of extreme weather 

• Warmer average temperatures
• Storm surge
• Rising sea level
• Water scarcity and overall variability in water supply 
  and precipitation patterns

• Damage to infrastructure and facilities
• Changing seasonal power demand and increased 
  peak demand during extreme heat or other 
  conditions
• Increased electricity losses in transmission and 
  distribution systems due to heat load  
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  diseases

• Reduced availability and affordability of some
  types on insurance
• Potential need for new products to address 
  physical climate risks
• Reduced value of investment portfolio

• Water scarcity and drought

• Increased intensity and duration of extreme weather 

• Rising sea level
• Rising temperatures
• Thawing permafrost and land ice

  site rehabilitation
• Damage to infrastructure and facilities
• Higher decommissioning costs
• Altered access to mining deposits and coastal 
  facilities
• Disrupted transportation routes and reduced port 
  availability
• Risks to worker health and safety

• Increased intensity and duration of extreme weather 

  increased coastal erosion
• Land and sea ice melting and permafrost thawing
• Water scarcity and droughts

• Damage to infrastructure and facilities
• Increasing risks to employee safety and health
• Altered access to fossil fuel reserves
• Constrained production of water-intensive oil and 

• Disruption of transport and distribution systems

TO
U

R
IS

M

• Increased weather events and variability

  storms
• Rising temperatures
• Rising sea level and coastal erosion
• Droughts

• Changes in precipitation patterns and snow reliability

• Damage to infrastructure and facilities
• Decreased attractiveness of tourism destinations

  tourism attractions
• Altered tourist seasons

  development
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markets to address climate change mitigation and adaptation needs. Depending on the speed and 

TYPES OF TRANSITION RISK CLIMATE DRIVER RISK TYPE

• More demanding policy environment effecting 
  customer buying power
• Increased GHG emissions will foster a move
  ment to renewable energy
• Sourcing restrictions for carbon-heavy materials

• New public disclosure requirements increase 
  the potential of non-compliance
• Increasing demanding banking requirements f
  or due diligence
• Disclosure requirements of different jurisdic

  non-compliance

• Lack of procedures and systems to store 
  reliable data
• Investment in technology to 

  ratings

Policy Makers
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also securing long-term stability.

1
Risk Reduction:

tion measures such as early warning systems for extreme weather events and coastal 
barriers to protect assets and supply chains.

2
Cost Savings:

3
Resilience:

businesses withstand climate disruptions.

4
Access to Investors:

ing structures.

5
Accountability:

accountability and contributing to sustainability.

24 25

Importance of investing in climate adaptation

Importance: Mitigation is critical to prevent further environmental damage and curb the severity of 

implementing sustainable practices.

Economic Impact:

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

RETIRE
coal plants

INVEST in clean

INCREASE
biking & walking

DECARBONIZE
aviation & shipping

public transport

EAT
& less meat

more plants

DECARBONIZE
steel & plastics

cement,

SHIFT
electric vehicles

to

RETROFIT &
DECARBONIZE buildings

HALTdeforestation &
RESTORE degraded lands

REDUCE food loss & waste
IMPROVE agricultural practices&

10 KEY SOLUTIONS NEEDED TO MITIGATE CLIMATE CHANGE

Source: IPCC AR6.
23.03.15
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Most organizations use the risk register as a risk management tool. Climate risk management can be 
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odology for scoring risk will be likelihood x impact and establishing a risk register with a focus on 
climate-related risks.  
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opportunities, attract investors, and facilitate long-term planning. Integrating climate risk into busi-
ness strategies is essential for long-term viability, regulatory compliance, and maintaining a positive 
reputation in an environmentally conscious world. A risk management tool, such as the risk register, 

provide the basis for identifying actions required to adapt operational capability, making the organi-

integrated into the primary risk register or run independently. For this guidance, the scoring meth-
odology for scoring risk will be likelihood x impact and establishing a risk register with a focus on 
climate-related risks.  
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Stage 1: Develop a comprehensive climate risk issue pool for the organisation

1

Develop a library of resources by identifying available data sources that can support your organi-
sation2

Engage with internal and external stakeholders to understand the implications of climate 
change and build a climate risk issue pool3

Use a systems thinking approach to engage the relevant personnel within the organisation4
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businesses within the organization. The risks include vulnerability and exposure to extreme and 

Engage teams within the organisation

-

to the organization. 

Build a climate risk issue pool through a systems approach

• Could local communities where you source or operate be at risk from increased intensity and 

• What information have you disclosed to regulators and investors on risks associated with 
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30 31

can also help put spatial data into context and serve as mental models to help teams understand 

INFRASTRUCTURAL
CAPITAL

• Commercial Property
• Manufacturing 
  Property
• Mixed-Use Property
• Warehouses/Storage 
  facilities

HUMAN CAPITAL

• Employees working on 
  manufacturing sites
• Workers working 
  offsite

• Management

NATURAL CAPITAL

• All parks & community 
  centers
• Natural areas
• Greenways
• Watercourses

SOCIAL CAPITAL

• Local community
• Customers
• Hospitals & clinics
• Stakeholders

INTELLECTUAL
CAPITAL

• Physical storage facilities 
which store company’s 
intellectual assets
• Online storage facilities 
which store company’s 
intellectual assets

FINANCIAL CAPITAL

• Insurance premiums
• Capital availability

Using the systems thinking approach, companies can build an inventory of
possible climate-related risks within their organizational business models.

Understanding the hazard-business
connection

Business Asset:

Hazard:

Climate Stressor:
climate vulnerability and change that can exacerbate 
threats/hazards.

Non climate stressor: A change or trend unrelated to 
climate vulnerability and change that can exacerbate 
threats/hazards.

Identify the 
hazards which 
can impact 
the list of 
inputs (e.g., 
flooding, heat 
wave)

Start by listing the inputs of 
the six capitals that lead to 
value creation. First, focus 
on processes under opera-
tional control, followed by 
understanding the inputs of 
the upstream and down-
stream supply chain. 

Identify the 
climate 
stressor and/or 
non-climate 
stressor which 
leads to the 
hazard

Develop a 
climate risk 
issue pool of 
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Typical climate stressors and hazards

CLIMATE STRESSORS HAZARD

Water Scarcity

Sea Level Rise

Chemical Change

Mass Movement

Biological Hazards

Extreme Precipitation

Storm and Wind

Extreme Cold Temperature

Extreme Hot Temperature

Drought

Permanent Inundation

Saltwater Intrusion

Atmospheric CO2 concentration

-

climate-related risks and opportunities. This market study will build a business case and support the 
management in deciding which risks and opportunities can be of priority to the business.
 

risks. Sources of international best practice are the SASB Standards and guidance published by the 

STANDARDS RELEVANT TO PAKISTAN

Staying informed about updates to global standards is recommended and crucial for compa-

advisable. 

tailored to address climate risk within that sector. One notable feature of SASB is its emphasis 

details can be found here.

approach aligns with the broader goal of offering stakeholders a comprehensive understand-

Both standards have been integrated into the International Sustainability Standards board. The 

tions to integrate both frameworks during climate risk analysis to ensure a thorough and cohe-

into how a company integrates climate risks and opportunities into its overall business strategy 
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Developing a climate risk appetite statement (RAS) is an essential aspect of climate risk man-
agement. It aligns understanding of the level and type of risk that is accepted in pursuit of a 
firm's strategy (Financial Control Authority, 2021).
 
As with other processes, organizations need to define the specifics of the climate risk man-
agement framework as part of undertaking the exercise. This will include the scope of the 
overall risk assessment coverage, definitions for risk appetite, and short, medium, and 
long-term risks. Furthermore, when developing the climate risk appetite statement, an orga-
nization needs to consider the norms of the environment and the sectors in which it operates, 
its culture, and governance and decision-making processes. Finally, there is a need to consid-
er whether the climate risk processes will be integrated within the current risk register and 
risk management framework or will be established through a stand-alone framework.

Climate Risk Appetite statement:
Developing a climate RAS is essential. It provides clarity on the acceptable level of climate risk expo-
sure. This understanding guides decision-making and strategy formulation.

Time Horizon:

Risk Aspects Considered:
Organizations focus on several aspects of climate risk appetite when constructing a climate RAS

evaluating the climate-related risks.

STAGE OBJECTIVES

STAGE OUTPUTS

Climate Risk 
Appetitie 

Statement
long-term 

climate-relat-
ed risks

Likelihood 
scale to be 

used in Risk 
assessment

Impact scale 
to be used in 

the risk 
assessment 

External 
resources to 

be used in the 
assessment

Organisation

PHYSICAL & TRANSITION RISK:

Understanding how climate 

these risks.

FIRM’S IMPACT ON CLIMATE:

Considering alignment with 
net-zero goals or climate-related 
objectives.

FINANCIAL RISK CATEGORIES:

Assessing climate-related credit 
risk and other applicable 

SHORT–TERM:

Risks that may impact near-term 

that may occur within the 
current reporting cycle.

MEDIUM–TERM:

Risks that may materially impact 

climate-related impacts that 
-

ment.

LONG–TERM:

Risks that fundamentally affects 
the visibility of our long-term 
strategy and business model.

Defining the Impact*

LEVEL

4

3

2

1

LIKELIHOOD SUGGESTED DESCRIPTION

Very high It happens more than once a year

High It happens about once a year

Medium It happens every 10 years or more

Low It has only happened once

RISK RATING

12–16

8–12

4–8

1–4

DESCRIPTION ACTION

Severe Needs immediate preventative or corrective action

High Needs preventative or corrective action within 1 month

Moderate Needs preventative or corrective action within 3 months

Low

Developing a Risk Rating*

LEVEL

4

3

2

1

IMPACT SUGGESTED DESCRIPTION FINANCIAL PARAMETER

Very high

High

Moderate

Low
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Stage 3: Determine the Likelihood of Climate-related Risks in the Issue Pool

STAGE OUTPUTS

STAGE OBJECTIVES

Identify and estimate the likelihood 

Stage 4: Determining the Material Climate-related RisksUndertake a Risk Likelihood Analysis

-

LEVEL

4

3

2

1

LIKELIHOOD DESCRIPTION

Very high Happens more than once a year

High

Mediu

STAGE OBJECTIVES

and middle management) to identify 

Engage stakeholders to determine risks 
that interest them

Plot the risk on the stakeholder interest 
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STAGE OUTPUTS

MATERIALITY MATRIX TO DETERMINE MATERIAL CLIMATE RISKS

MATERIAL
CLIMATE–RELATED
RISKS IDENTIFIED

STAKEHOLDER INTEREST

1.  External stakeholder
    feedback
2. analysing the media/
    academia
3. Analysing international
    standards

BUSINESS IMPACT

1.  Benchmarking with other companies
2. Internal stakeholder feedback

Benchmark with other Companies

Benchmark the Climate Risk Issue Pool created with at least 10 companies. This can include peer 

practices. A good starting point for identifying climate-related risks for organizations would be to 
review the published disclosures:

• CDP Climate Change Questionnaires and Reports

create a list of topics that are currently material to the business community.

Engage stakeholders to determine risks that interest them

how a company evaluates climate-related risks and opportunities. This insight helps stakeholders 

to these groups by understanding stakeholder concerns and expectations.
 
1. Create a stakeholder engagement plan to engage all relevant stakeholders
2. Create a carefully curated survey and ask stakeholders to rank in order of importance
3. Analyze the information received from stakeholders

The issue pool will automatically identify which issues are most material to the stakeholders. A basic 

are those that are more material to stakeholders.

BOARD DIRECTORS

They oversee governance 
and strategy. They are 
interested in climate risk 
analysis to protect 
long-term viability and 
reputation.

REGULATORS

They may use climate risk 
data to assess if business-
es comply with environ-
mental regulations and 
contribute to sustainable 
development.

INVESTORS

They are interested in a climate risk analysis to 
understand how environmental factors affect a 

ment decisions and risk evaluations.

CUSTOMERS

They are increasingly conscious 

practices. Data in relations to 
climate risk data helps customers 
understand whether a company 

decisions and brand loyalty.

COMPETITORS

They may use climate risk 
analysis to benchmark their own 
practices against industry 
standards. Understanding a 

can also offer strategic insights 
and a competitive edge.

LOCAL COMMUNITIES

They are directly affected by a 

lated events can have a ripple 
effect on these communities. 
Understanding whether the 
company is a responsible and 

their perceptions and support for 
the business.

SUPPLY CHAINS

identify vulnerabilities and implement resilience measures by understanding climate risk analysis. Evaluating 

business practices.

KEY STAKEHOLDERS
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2. Internal stakeholder feedback

Benchmark with other Companies

Benchmark the Climate Risk Issue Pool created with at least 10 companies. This can include peer 

practices. A good starting point for identifying climate-related risks for organizations would be to 
review the published disclosures:

• CDP Climate Change Questionnaires and Reports

create a list of topics that are currently material to the business community.

Engage stakeholders to determine risks that interest them

how a company evaluates climate-related risks and opportunities. This insight helps stakeholders 

to these groups by understanding stakeholder concerns and expectations.
 
1. Create a stakeholder engagement plan to engage all relevant stakeholders
2. Create a carefully curated survey and ask stakeholders to rank in order of importance
3. Analyze the information received from stakeholders

The issue pool will automatically identify which issues are most material to the stakeholders. A basic 

are those that are more material to stakeholders.

BOARD DIRECTORS

They oversee governance 
and strategy. They are 
interested in climate risk 
analysis to protect 
long-term viability and 
reputation.

REGULATORS

They may use climate risk 
data to assess if business-
es comply with environ-
mental regulations and 
contribute to sustainable 
development.

INVESTORS

They are interested in a climate risk analysis to 
understand how environmental factors affect a 

ment decisions and risk evaluations.

CUSTOMERS

They are increasingly conscious 

practices. Data in relations to 
climate risk data helps customers 
understand whether a company 

decisions and brand loyalty.

COMPETITORS

They may use climate risk 
analysis to benchmark their own 
practices against industry 
standards. Understanding a 

can also offer strategic insights 
and a competitive edge.

LOCAL COMMUNITIES

They are directly affected by a 

lated events can have a ripple 
effect on these communities. 
Understanding whether the 
company is a responsible and 

their perceptions and support for 
the business.

SUPPLY CHAINS

identify vulnerabilities and implement resilience measures by understanding climate risk analysis. Evaluating 

business practices.

KEY STAKEHOLDERS

38 3936



STAGE OUTPUTS

MATERIALITY MATRIX TO DETERMINE MATERIAL CLIMATE RISKS

MATERIAL
CLIMATE–RELATED
RISKS IDENTIFIED

STAKEHOLDER INTEREST

1.  External stakeholder
    feedback
2. analysing the media/
    academia
3. Analysing international
    standards

BUSINESS IMPACT

1.  Benchmarking with other companies
2. Internal stakeholder feedback

Benchmark with other Companies

Benchmark the Climate Risk Issue Pool created with at least 10 companies. This can include peer 

practices. A good starting point for identifying climate-related risks for organizations would be to 
review the published disclosures:

• CDP Climate Change Questionnaires and Reports

create a list of topics that are currently material to the business community.

Engage stakeholders to determine risks that interest them

how a company evaluates climate-related risks and opportunities. This insight helps stakeholders 

to these groups by understanding stakeholder concerns and expectations.
 
1. Create a stakeholder engagement plan to engage all relevant stakeholders
2. Create a carefully curated survey and ask stakeholders to rank in order of importance
3. Analyze the information received from stakeholders

The issue pool will automatically identify which issues are most material to the stakeholders. A basic 

are those that are more material to stakeholders.

BOARD DIRECTORS

They oversee governance 
and strategy. They are 
interested in climate risk 
analysis to protect 
long-term viability and 
reputation.

REGULATORS

They may use climate risk 
data to assess if business-
es comply with environ-
mental regulations and 
contribute to sustainable 
development.

INVESTORS

They are interested in a climate risk analysis to 
understand how environmental factors affect a 

ment decisions and risk evaluations.

CUSTOMERS

They are increasingly conscious 

practices. Data in relations to 
climate risk data helps customers 
understand whether a company 

decisions and brand loyalty.

COMPETITORS

They may use climate risk 
analysis to benchmark their own 
practices against industry 
standards. Understanding a 

can also offer strategic insights 
and a competitive edge.

LOCAL COMMUNITIES

They are directly affected by a 

lated events can have a ripple 
effect on these communities. 
Understanding whether the 
company is a responsible and 

their perceptions and support for 
the business.

SUPPLY CHAINS

identify vulnerabilities and implement resilience measures by understanding climate risk analysis. Evaluating 

business practices.

KEY STAKEHOLDERS
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STAGE OUTPUTS

MATERIALITY MATRIX TO DETERMINE MATERIAL CLIMATE RISKS

MATERIAL
CLIMATE–RELATED
RISKS IDENTIFIED

STAKEHOLDER INTEREST

1.  External stakeholder
    feedback
2. analysing the media/
    academia
3. Analysing international
    standards

BUSINESS IMPACT

1.  Benchmarking with other companies
2. Internal stakeholder feedback

Benchmark with other Companies

Benchmark the Climate Risk Issue Pool created with at least 10 companies. This can include peer 

practices. A good starting point for identifying climate-related risks for organizations would be to 
review the published disclosures:

• CDP Climate Change Questionnaires and Reports

create a list of topics that are currently material to the business community.

Engage stakeholders to determine risks that interest them

how a company evaluates climate-related risks and opportunities. This insight helps stakeholders 

to these groups by understanding stakeholder concerns and expectations.
 
1. Create a stakeholder engagement plan to engage all relevant stakeholders
2. Create a carefully curated survey and ask stakeholders to rank in order of importance
3. Analyze the information received from stakeholders

The issue pool will automatically identify which issues are most material to the stakeholders. A basic 

are those that are more material to stakeholders.

BOARD DIRECTORS

They oversee governance 
and strategy. They are 
interested in climate risk 
analysis to protect 
long-term viability and 
reputation.

REGULATORS

They may use climate risk 
data to assess if business-
es comply with environ-
mental regulations and 
contribute to sustainable 
development.

INVESTORS

They are interested in a climate risk analysis to 
understand how environmental factors affect a 

ment decisions and risk evaluations.

CUSTOMERS

They are increasingly conscious 

practices. Data in relations to 
climate risk data helps customers 
understand whether a company 

decisions and brand loyalty.

COMPETITORS

They may use climate risk 
analysis to benchmark their own 
practices against industry 
standards. Understanding a 

can also offer strategic insights 
and a competitive edge.

LOCAL COMMUNITIES

They are directly affected by a 

lated events can have a ripple 
effect on these communities. 
Understanding whether the 
company is a responsible and 

their perceptions and support for 
the business.

SUPPLY CHAINS

identify vulnerabilities and implement resilience measures by understanding climate risk analysis. Evaluating 

business practices.

KEY STAKEHOLDERS

38 3937



Mapping the risks on a materiality matrix will enable the organization to identify the material issues.
 
Recommendation:
the future to undertake an analysis to identify if there has been a change in issues. 

impact matrix

A B

C

D

E

F

HIGH

LOW

Le
ve

l o
f s

ta
ke

ho
ld

er
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on
ce

rn

Current or Potential ImpactLOW HIGH

Issue Pool Database

instrumental to risk management. 

STAGE OBJECTIVES

associated with material climate-relat-
ed risks.

1 Create a heat map exercise using the 
results from stages 2 and 3.2

STAGE OUTPUTS

LIKELIHOOD X IMPACT = LEVEL TO RISK

RISK A

RISK G

RISK C
RISK H

RISK D

RISK B

RISK E

RISK F

LI
K

EL
IH

O
O

D

IMPACT

LEVEL OF RISK:
GREEN AREA WILL
IDENTIFY MATERIAL
RISKS

-
tion and reliance on the risk taxonomy.

material climate risks can be evaluated by looking at how costs have impacted similar.
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Mapping the risks on a materiality matrix will enable the organization to identify the material issues.
 
Recommendation:
the future to undertake an analysis to identify if there has been a change in issues. 

impact matrix

A B

C

D

E

F

HIGH

LOW

Le
ve

l o
f s

ta
ke

ho
ld

er
 c

on
ce

rn

Current or Potential ImpactLOW HIGH

Issue Pool Database

instrumental to risk management. 

STAGE OBJECTIVES

associated with material climate-relat-
ed risks.

1 Create a heat map exercise using the 
results from stages 2 and 3.2

STAGE OUTPUTS

LIKELIHOOD X IMPACT = LEVEL TO RISK

RISK A

RISK G

RISK C
RISK H
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RISK E
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LI
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IMPACT

LEVEL OF RISK:
GREEN AREA WILL
IDENTIFY MATERIAL
RISKS

-
tion and reliance on the risk taxonomy.

material climate risks can be evaluated by looking at how costs have impacted similar.
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Mapping the risks on a materiality matrix will enable the organization to identify the material issues.
 
Recommendation:
the future to undertake an analysis to identify if there has been a change in issues. 

impact matrix

A B
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D

E

F
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Current or Potential ImpactLOW HIGH

Issue Pool Database

instrumental to risk management. 

STAGE OBJECTIVES

associated with material climate-relat-
ed risks.

1 Create a heat map exercise using the 
results from stages 2 and 3.2

STAGE OUTPUTS

LIKELIHOOD X IMPACT = LEVEL TO RISK

RISK A

RISK G

RISK C
RISK H

RISK D

RISK B

RISK E

RISK F

LI
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EL
IH
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D

IMPACT

LEVEL OF RISK:
GREEN AREA WILL
IDENTIFY MATERIAL
RISKS

-
tion and reliance on the risk taxonomy.

material climate risks can be evaluated by looking at how costs have impacted similar.
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Mapping the risks on a materiality matrix will enable the organization to identify the material issues.
 
Recommendation:
the future to undertake an analysis to identify if there has been a change in issues. 

impact matrix

A B
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rn

Current or Potential ImpactLOW HIGH

Issue Pool Database

instrumental to risk management. 

STAGE OBJECTIVES

associated with material climate-relat-
ed risks.

1 Create a heat map exercise using the 
results from stages 2 and 3.2

STAGE OUTPUTS

LIKELIHOOD X IMPACT = LEVEL TO RISK

RISK A

RISK G

RISK C
RISK H
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-
tion and reliance on the risk taxonomy.

material climate risks can be evaluated by looking at how costs have impacted similar.

40 41

C
A

PITA
L

A
SSET

SPEC
IFIC

ISSU
E

C
LIM

ATE
STR

ESSO
R

N
O

N
-C

LIM
ATE

STR
ESSO

R

SO
U

R
C

E O
F ISSU

E
(O

R
G

A
N

ISATIO
N

 O
R

B
EN

C
H

M
A

R
K

IN
G

STU
D

Y)

LIK
ELIH

O
O

D
O

F TH
E R

ISK

ESTIM
ATED

FIN
A

N
C

IA
L

C
O

STS

M
ATER

IA
L

C
LIM

ATE-R
ELATED

R
ISK

 (Y/N
)

H
A

ZA
R

D

Infrastruc-
ture

Human

Commercial 
Property

Employees

Loss or 
damage to 
products

Employees

Sea-level 
rise

Increased 
precipita-
tion

Impervious 
infrastruc-
ture

Poor road 
network

39



data to present and future risks. This estimation has to be repeated throughout the value chain to 

in the developed issue pool database.

The level of risk for the organization can be determined by likelihood on the y-axis and impact on the 
x-axis. The heat map will identify which risks have a high or severe rating.

Alternate options include multiplying the likelihood score by the impact score and tallying the score 

Recommendation:

-
grate climate risk controls into their established governance and management framework. This 

a dedicated oversight of the climate risk management process. Climate risk controls are the overar-
ching structure of rules and processes that a company puts in place to manage the risks and oppor-
tunities presented by climate change effectively. Integrating the topic of climate risk into business 

manage climate risks. 

Businesses can take three steps to effectively implement climate risk controls and enable the execu-
tion of critical climate risk management processes.

LEVEL

4

3

2

1

IMPACT SUGGESTED DESCRIPTION FINANCIAL PARAMETER

Very high

High

Moderate

Low

Issue Pool Database

Create a heat map exercise using the results from stages 2 and 3

RISK RATING

12–16

8–12

4–8

1–4

DESCRIPTION ACTION

Severe Needs immediate preventative or corrective action

High Needs preventative or corrective action within 1 month

Moderate Needs preventative or corrective action within 3 months

Low Does not currently require preventative or corrective action

STAGE OBJECTIVES

STAGE OUTPUT

climate risks.1

that will be used to build resilience in the organization.2

Identify the processes and 

manage climate risks

Assign the responsibilities to a 
role or department 

Document results and set up a 
corresponding reporting 

structure.
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data to present and future risks. This estimation has to be repeated throughout the value chain to 

in the developed issue pool database.

The level of risk for the organization can be determined by likelihood on the y-axis and impact on the 
x-axis. The heat map will identify which risks have a high or severe rating.

Alternate options include multiplying the likelihood score by the impact score and tallying the score 

Recommendation:

-
grate climate risk controls into their established governance and management framework. This 

a dedicated oversight of the climate risk management process. Climate risk controls are the overar-
ching structure of rules and processes that a company puts in place to manage the risks and oppor-
tunities presented by climate change effectively. Integrating the topic of climate risk into business 

manage climate risks. 

Businesses can take three steps to effectively implement climate risk controls and enable the execu-
tion of critical climate risk management processes.

LEVEL

4

3

2

1

IMPACT SUGGESTED DESCRIPTION FINANCIAL PARAMETER

Very high

High

Moderate

Low

Issue Pool Database

Create a heat map exercise using the results from stages 2 and 3

RISK RATING

12–16

8–12

4–8

1–4

DESCRIPTION ACTION

Severe Needs immediate preventative or corrective action

High Needs preventative or corrective action within 1 month

Moderate Needs preventative or corrective action within 3 months

Low Does not currently require preventative or corrective action

STAGE OBJECTIVES

STAGE OUTPUT

climate risks.1

that will be used to build resilience in the organization.2

Identify the processes and 

manage climate risks

Assign the responsibilities to a 
role or department 

Document results and set up a 
corresponding reporting 

structure.
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data to present and future risks. This estimation has to be repeated throughout the value chain to 

in the developed issue pool database.

The level of risk for the organization can be determined by likelihood on the y-axis and impact on the 
x-axis. The heat map will identify which risks have a high or severe rating.

Alternate options include multiplying the likelihood score by the impact score and tallying the score 

Recommendation:

-
grate climate risk controls into their established governance and management framework. This 

a dedicated oversight of the climate risk management process. Climate risk controls are the overar-
ching structure of rules and processes that a company puts in place to manage the risks and oppor-
tunities presented by climate change effectively. Integrating the topic of climate risk into business 

manage climate risks. 

Businesses can take three steps to effectively implement climate risk controls and enable the execu-
tion of critical climate risk management processes.

LEVEL

4

3

2

1

IMPACT SUGGESTED DESCRIPTION FINANCIAL PARAMETER

Very high

High

Moderate

Low

Issue Pool Database

Create a heat map exercise using the results from stages 2 and 3

RISK RATING

12–16

8–12

4–8

1–4

DESCRIPTION ACTION

Severe Needs immediate preventative or corrective action

High Needs preventative or corrective action within 1 month

Moderate Needs preventative or corrective action within 3 months

Low Does not currently require preventative or corrective action

STAGE OBJECTIVES

STAGE OUTPUT

climate risks.1

that will be used to build resilience in the organization.2

Identify the processes and 

manage climate risks

Assign the responsibilities to a 
role or department 

Document results and set up a 
corresponding reporting 

structure.
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data to present and future risks. This estimation has to be repeated throughout the value chain to 

in the developed issue pool database.

The level of risk for the organization can be determined by likelihood on the y-axis and impact on the 
x-axis. The heat map will identify which risks have a high or severe rating.

Alternate options include multiplying the likelihood score by the impact score and tallying the score 

Recommendation:

-
grate climate risk controls into their established governance and management framework. This 

a dedicated oversight of the climate risk management process. Climate risk controls are the overar-
ching structure of rules and processes that a company puts in place to manage the risks and oppor-
tunities presented by climate change effectively. Integrating the topic of climate risk into business 

manage climate risks. 

Businesses can take three steps to effectively implement climate risk controls and enable the execu-
tion of critical climate risk management processes.

LEVEL

4

3

2

1

IMPACT SUGGESTED DESCRIPTION FINANCIAL PARAMETER

Very high

High

Moderate

Low

Issue Pool Database

Create a heat map exercise using the results from stages 2 and 3

RISK RATING

12–16

8–12

4–8

1–4

DESCRIPTION ACTION

Severe Needs immediate preventative or corrective action

High Needs preventative or corrective action within 1 month

Moderate Needs preventative or corrective action within 3 months

Low Does not currently require preventative or corrective action

STAGE OBJECTIVES

STAGE OUTPUT

climate risks.1

that will be used to build resilience in the organization.2

Identify the processes and 

manage climate risks

Assign the responsibilities to a 
role or department 

Document results and set up a 
corresponding reporting 

structure.
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OWNER

ADAPTATION PLAN

PROJECTED CHANGE IN RISK
TILL 2050

RISK RATING Likelihood X Impact

What can be done to lower or eliminate the impact or probability

What will happen if the risk is not mitigated or eliminated

Summary of the risk

Rate

Rate

LIKELIHOOD LEVEL

IMPACT LEVEL

RISK HORIZON

IMPACT DESCRIPTION

RISK DESCRIPTION

Establish Climate Risk Controls

companies demonstrate a holistic commitment to addressing environmental challenges. This 
approach not only enhances the resilience of the business in the face of climate-related uncertain-
ties but also helps develop robust strategies to manage climate risks and contribute to overall 
sustainability.

companies demonstrate a holistic commitment to addressing environmental challenges. This 
approach not only enhances the resilience of the business in the face of climate-related uncertain-
ties but also helps develop robust strategies to manage climate risks and contribute to overall 
sustainability.

OPTIONS FOR CLIMATE RISK CONTROLS

PROPOSED ACTIVITY

ASSIGN A RISK OWNER

ASSEMBLE CROSS
FUNCTIONAL TEAMS

DESCRIPTION

• Assign a climate-related risk owner accountable for progress toward addressing 
  each climate-related risk.
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Section 4

Climate Scenario Analysis

Turning risks into opportunities

BEST PRACTICES FOR MITIGATING CLIMATE RISKS, INCLUDING RESILIENCE STRATEGIES

Scenario analysis is a valuable tool that can help businesses understand the implications of climate 
change and encourage them to think strategically about the risks and opportunities that arise. To get 

distinct scenarios. One scenario would be where rapid decarbonization efforts are successful and 

climate impacts dominate. 

-
ment into the business strategy. The key message is that by promptly recognizing and devising strat-

-

prospects.

Explanation of net-zero commitments and their growing importance in the business world. This 
section will highlight the reasons behind businesses adopting net-zero goals and the impact such 
commitments have on climate-related risk management.

Climate Risk Assessment:
Conduct a thorough climate risk assessment to 

exposure. This will provide a foundation for 
designing targeted mitigation strategies.

Early Warning Systems:
Implement and enhance early warning systems 
to provide timely information about extreme 
weather events. This allows communities to 

impact of climate-related risks.

Transitioning to renewable and Net Zero 
targets:
Reducing GHG emission and pledging to net 
zero.

International Collaboration:
-

tion to address climate risks that transcend 
-

global response to climate change.

Managing Transition Risk: Net Zero Commitments and Their Relevance
to Businesses

volume of carbon. This removal can occur naturally through initiatives like reforestation or advanced 

atmosphere.

Understanding Net-Zero Emissions

Effective Climate Adaptation 

adaptation. These can build organizational resilience and manage long-term risks.

Infrastructure Resilience:

to be more resilient to climate 

includes building stronger and 
climate-resilient structures.

Ecosystem-Based Adaptation:

Preserve and restore natural 

buffers against climate impacts. 

that provide natural defenses 

hazards.

Community Engagement: 

Involve local communities in 
developing and implementing risk 
mitigation strategies. Community 
engagement ensures that strate-

considering local knowledge and 
practices.
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a better understanding of the potential outcomes, it is recommended to consider at least two 

result in a 2°C outcome. The other scenario would be where emissions remain high, and physical 
climate impacts dominate. 
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Conduct a thorough climate risk assessment to 

exposure. This will provide a foundation for 
designing targeted mitigation strategies.

Early Warning Systems:
Implement and enhance early warning systems 
to provide timely information about extreme 
weather events. This allows communities to 
prepare and respond effectively, reducing the 
impact of climate-related risks.

Transitioning to renewable and Net Zero 
targets:
Reducing GHG emission and pledging to net 

International Collaboration:
Foster stakeholder collaboration and coopera-
tion to address climate risks that transcend 
borders. Shared knowledge, technology trans-

global response to climate change.
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Government Policies & Regula-
tions:

Implement and enforce policies 
and regulations that promote 

sustainable practices and reduce 
greenhouse gas emissions. 
Governments are crucial in 

creating an environment conducive 
to effective climate risk mitigation.

Capacity Building:

Build the capacity of local institu-

communities to respond to and 
manage climate-related risks 

effectively. This includes training 

knowledge-sharing initiatives.

-
gies and practices across opera-
tions to minimize consumption 

and enhance overall water 
conservation efforts in the 

business climate adaptation plan.

-

making decisions relating to providing resources to the entity. 

The Climate Risks Awareness Toolkit provides a structured and holistic 
approach for businesses to navigate the intricate landscape of climate risks and 

suggestive and starting framework for enterprises to assess their exposure to 
climate-related challenges and leverage opportunities for sustainable growth.

companies can set out plans to ensure the following are disclosed:
 
• Companies should disclose detailed information about their approach to climate-related 

  and graphics as needed.

  approaches are expected and should be explained.

RECOMMENDATION: THE IFRS S2
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