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Currently over 900 
members; 47 companies
in FTSE 100

Network and peer-to-
peer mentoring

Our Offering

Toolkits for boards      

Educational events

Selected thought 
leadership content

Enabling non-executive directors to engage effectively in a strategic debate about the 
climate challenge for their businesses, and how they will contribute to achieving the 
Government’s target of net-zero emissions by 2050.

www.chapterzero.org.uk

Our  Members Our Chairs

Sarah Bates

Chair of Merian Global Investors 
and Polar Capital Technology 

Trust

John Kingman

Chairman of Legal & 
General plc

Mark Tucker

Chairman of HSBC plc

David Tyler

Chairman of Hammerson plc

Richard Gillingwater

Chairman of SSE

Our  Partners
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Chapter Zero 
Italia

Chapter Zero

Chapter Zero
France

Russia

Canada

Hong Kong

South Africa 

Australia
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Malaysia 
(ASEAN)
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Netherlands

Brazil

Mexico

WEFWEF Principles

1. Climate 
accountability on 

boards

2. Command of the 
(climate) subject

3. Board Structure

4. Material risk and 
opportunity 
assessment

5. Strategic & 
organisational 

integration

6. Incentivisation
7. Reporting and 

disclosure

8. Exchange

A global network of business leaders taking ownership 
of the climate challenge

World Economic Forum Climate Governance Initiative 
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Overview of this Chapter Zero workshop series for financial institutions
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Chapter Zero: The Impact of Climate Change on Financial Institutions

Climate risk and regulation: Overview of the impact of climate change on 

financial institutions 

How policies and regulation are evolving to respond to the climate crisis –

A response from policymakers and regulators 

Disclosure: Status quo and roadmap ahead

Scenario analysis and stress-testing

14 July 

5th August

This session

29 September

Managing physical and transition risk 12 October
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Introduction of speakers
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Chapter Zero: The Impact of Climate Change on Financial Institutions

 Leads the climate and sustainability risk 

governance team at MinterEllison

 Director of one of Australia's largest 

superannuation funds, the Victorian state 

government's $30 billion Emergency 

Services & State Super

 Teaches as part of the Cambridge 

University's Institute for Sustainability 

Leadership and is an academic visitor at 

the Smith School of Enterprise and the 

Environment at Oxford University

 Member oft he Steering Committee of 

the Australian Sustainable Finance 

Initiative,

 Responsible for integrating environmental, 

social and governance (ESG) aspects into 

the investment process at LGIM and for 

creating responsible investment product 

solutions

 Has over 14 years of asset management 

experience, starting her career as a 

business proposal writer for fixed income 

funds

 Led the launch of Future World Fund and 

Climate Impact Pledge, on behalf of all the 

clients’ assets LGIM represents

 On the board of IIGCC and an the advisory 

board of Finance Dialogue on Climate 

Change

 Co-founder and CEO of CDP

 On the advisory panel of Guardian 

Sustainable Business and the Global 

Stranded Assets Advisory Council for the 

Smith School of Enterprise and the 

Environment at Oxford University

 On the boards of We Mean Business, the 

Science Based Targets initiative and the 

Investor Agenda

 Council member of the International 

Integrated Reporting Council (IIRC)

 Previously at Chesham Amalgamations & 

Investments Ltd, the International Society for 

Ecology & Culture

Sarah Barker Meryam OmiPaul Simpson



The ‘so what?’
Legal implications of climate-related 
governance failures
Sarah Barker

Head of Climate Risk Governance, MinterEllison

Chapter Zero, 1 September 2020
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A stunning trajectory
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US – 1,213

RoW– 374



Climate liability exposure is not a function of the volume of 

climate legislation in a given jurisdiction
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Climate liability exposure is not a function of the volume of 

climate legislation in a given jurisdiction
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Beyond compliance with emissions laws?

 Litigation against financial institutions

 Litigation against institutional directors

 Litigation against borrowers / investees
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Litigation as both a driver and consequence of the 

economic  transition
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Litigation as both a driver and consequence of the 

economic  transition
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Litigation against institutions: Claims alleging breach of 

duty and/or misleading disclosure (securities fraud)
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Litigation against debt issuers and their officers: due 

diligence & disclosure?

 O’Donnell v Cth & Ors (21 July 2020)

 Alleges:

 Retail purchaser (exchange-traded sov bond) 

alleged failure to disclose climate risk impacts 

on Commonwealth credit risk misleading

 Failure by officers to ensure adequate 

disclosure a breach of statutory duty of due 

care and diligence

 Argument previously run by oil majors against 

Californian cities

 Consider: robustness of climate-related risk 

information gathering, verification and disclosure 

processes? 
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Due care and diligence – the bar keeps climbing
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 First principles: standard of ‘reasonable director’ in the circumstances

 Higher standards of diligence and professionalism expected of directors 

 Directors hold themselves out as professionals/expert in governance of 

risk and strategy

 Reasonable does not mean ‘average’ – informed by soft law and practice

 In a climate context: at what point does the standard of care require

TCFD compliance, net zero strategic pathway?

 Note: law is not concerned with outcome of decision/action (or inaction) –

but that robust process has been applied in reaching that decision



Secondary & tertiary impacts: claims against investees 
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Litigation against investees: project risks?

 Judicial appeals against 

development approvals

 UK, EU, US

 Key question: has there 

been appropriate 

administrative 

consideration of net zero 

targets?
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Examples of issues to consider for FS directors

Theme 1. Assessment & assurance 2. Disclosure 3. Contractual risk management

Legal 
driver/s

 Directors’ duties, due care & diligence  Misleading disclosure / securities fraud  Efficient risk pricing & allocation, contract law

Fin’cial risk 
driver/s

 Carbon budget and Paris Agreement require net 
zero emissions by 2050

 Disorderly transition to net zero more likely 
(regulatory stress-tests, UNPRI ‘Inevitable Policy 
Response’ forecast)

 Stranded asset exposures, bad debts

 Narrative reports: shareholders/regulators expect 
TCFD-alignment with robust stress-test / scenario 
planning across portfolios 

 Financial statements: emerging pressure to integrate 
material climate  variables into accounting estimates

 Climate change is a financial risk issue with 
limited historical analogue

 Foreseeable risks, and reasonable responses 
to those risks, should be fundamentally 
reconsidered

 Prevailing pro forma processes & contract 
terms may not efficiently identify or allocate 
relevant risks

Oversight 
questions

 What is the scale of our value at risk under 
different scenarios - where do we have material 
exposures in our lending (invest’t/underwriting) 
portfolio, & what is our strategy for managing 
those risks?

 How do we assure ourselves that our credit 
analysts and origination teams have - and actively 
apply - a robust process of stress-testing –
particularly as against a disorderly transition to 
net zero before 2050 (short-med term disorderly 
shocks)? What are the potential ‘green swans’?

 How have our methods / models been adjusted?

 What is our central set of assumptions on climate? 
How are these consistently applied across our balance 
sheet? What disclosures need to be made in the notes 
to the financial statements?

 How do we assure the robustness of our processes in 
determining material climate variables and reasonable 
assumptions, and their integration into fair valuation, 
impairment and provisioning issues? Is this considered 
an issue of material judgment within the audit 
process?

 What disclosures should we make in the Strategic / 
Directors’ Report (OFR/MD&A etc)?

 How do we proactively manage / provision for 
climate-related financial risks in our loan 
covenants / investment mandates / strategic 
asset allocation & portfolio construction / 
weightings activities? How do we assess 
performance?

 Have we integrated specialist climate risk 
modules into our due diligence procedures? 
Does our approach to force majeure etc 
remain fit for purpose?
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Friendly neighbourhood lawyers to save the day world. Again.

https://www.bleedingcool.com/2011/03/2
4/marvel-and-dc-team-up-against-

league-of-sarcastic-lawyers/
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https://www.bleedingcool.com/2011/03/24/marvel-and-dc-team-up-against-league-of-sarcastic-lawyers/


Paul Simpson

Chief Executive Officer, CDP

1st September 2020

Importance of 
Climate Disclosure, 
Data & Insights 
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CDP – GLOBAL ENVIRONMENTAL REPORTING SYSTEM

22

515 institutional investors with a 

$106tn assets under management

request environmental data through 

CDP

150+ procurement organizations with 

$4tn procurement spend use CDP to 

collect data from suppliers

8,400 companies representing 50% 

global market capitalization report to 

CDP

920 cities, states and regions report 

to CDP
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ENVIRONMENTAL DISCLOSURE BECOMES THE NORM

CDP has grown from 228

companies responding in 

2003, to over 8,400+ 

companies responding 

on climate change, water 

security and forests in 

2019.

Reporting companies 

now represent over 50% 

of global market 

capitalization.

PUBLIC



TCFD OVERVIEW

Task Force on Climate-related Financial Disclosure 

(TCFD) – is a body established in 2015 by G20 Finance 

Ministers and Central Bank Governors within the Financial 

Stability Board (FSB), and its chair at the time, Mark 

Carney, then Governor of the Bank of England.

This group is concerned with the financial stability 

ramifications of climate change resulting from the potential 

mispricing of assets and misallocation of capital.

The TCFD was created as a private sector led taskforce to 

develop recommendations on climate-related financial 

disclosures. These recommendations were made in 2017 

and now the focus is on adoption of these 

recommendations by companies and investors.
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TURNING TCFD RECOMMENDATIONS INTO METRICS

TCFD 
Recommendations 

CDP 
Questions

CDP 
Guidance

CDP 
Scoring

Standardized, 

comparable, 

decision-useful 

data

What investors and 

companies should be 

evaluating.

Breakdown of 

recommendations into 

accessible, actionable 

metrics.

How to provide complete, 

comparable information for 

each question. Resources to 

take action on metrics.

What is best practice for 

each metric. 
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TRENDS TOWARDS MANDATORY DISCLOSURE

 The revision of the EU’s Non-Financial Reporting Directive (NFRD) is a major opportunity to ensure  

a science-based, harmonized reporting framework for Europe. 

 The UK’s Green Finance Strategy sets out the government’s expectation for listed companies and 

large asset owners to be disclosing in line with the TCFD recommendations by 2022.

 Canada has made disclosure in line with the recommendations issued by the Task Force on Climate 

related Financial Disclosures (TCFD) a requirement for access to Covid-19 bailout funds for large 

businesses;  

 The COP26 Private Finance Agenda, launched by Mark Carney in February 2020, is working with 

authorities to commit to pathways to make TCFD-aligned climate reporting mandatory. PUBLIC



FINANCIAL INSTITUTIONS DISCLOSING TO CDP

 295 financial institutions disclosed via CDP’s platform for companies in 2019. 

CDP launched its first questionnaire focusing on publicly listed financial services 

companies in December 2019, and companies began to respond in April 2020.
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THE GROWTH OF SCIENCE-BASED TARGETS

Since its launch in 2015, 

the SBTi has made 

significant progress 

against its goal of making 

science-based target 

setting standard business 

practice.

By the end of June 2020, 

over 900 companies 

were setting science-

based climate targets.
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QUESTIONS FOR YOU TO BRING TO THE BOARDROOM

Do we disclose in accordance 

with TCFD recommendations?

Do we disclose through CDP? 

(CDP is TCFD-aligned)

Do we integrate those TCFD 

disclosures into our 

mainstream reporting?

What metrics and KPIs do we 

have in place for managing 

climate risk? When and how 

are they reported to the 

board?

Have we set a science based 

target? PUBLIC



A User Perspective
Disclosure expectations

PUBLIC - Meryam Omi Head of Sustainability and Responsible 

Investment Strategy


