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3 This Standard requires an entity to disclose information about all sustainability-
related risks and opportunities that could reasonably be expected to affect the entity’s
cash flows, its access to finance or cost of capital over the short, medium or long term.
For the purposes of this Standard, these risks and opportunities are collectively
referred to as ‘sustainability-related risks and opportunities that could reasonably be
expected to affect the entity’s prospects’.
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6 Sustainability-related risks and opportunities that could not reasonably be expected to affect
an entity’s prospects are outside the scope of this Standard.
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2 Information about sustainability-related risks and opportunities is useful to primary users
because an entity’s ability to generate cash flows over the short, medium and long term is
inextricably linked to the interactions between the entity and its stakeholders, society, the
economy and the natural environment throughout the entity’s value chain. Together, the
entity and the resources and relationships throughout its value chain form an interdependent
system in which the entity operates. The entity’s dependencies on those resources and
relationships and its impacts on those resources and relationships give rise to sustainability-
related risks and opportunities for the entity.
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B2 An entity’s sustainability-related risks and opportunities arise out of the interactions
between the entity and its stakeholders, society, the economy and the natural environment
throughout the entity’s value chain. These interactions—which can be direct and indirect—
result from operating an entity’s business model in pursuit of the entity’s strategic purposes
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and from the external environment in which the entity operates. These interactions take
place within an interdependent system in which an entity both depends on resources and
relationships throughout its value chain to generate cash flows and affects those resources
and relationships through its activities and outputs—contributing to the preservation,
regeneration and development of those resources and relationships or to their degradation
and depletion. These dependencies and impacts might give rise to sustainability-related risks
and opportunities that could reasonably be expected to affect an entity’s cash flows, its
access to finance and cost of capital over the short, medium and long term.
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B3 For example, if an entity’s business model depends on a natural resource—such as water—
the entity could both affect and be affected by the quality, availability and affordability of
that resource. Specifically, degradation or depletion of that resource—including resulting
from the entity’s own activities and from other factors—could create a risk of disruption to
the entity’s operations and affect the entity’s business model or strategy and could ultimately
negatively affect the entity’s financial performance and financial position. In contrast,
regeneration and preservation of that resource—including resulting from the entity’s own
activities and from other factors—could positively affect the entity. Similarly, if an entity
operates in a highly competitive market and requires a highly specialised workforce to
achieve its strategic purposes, the entity’s future success will likely depend on the entity’s
ability to attract and retain that resource. At the same time, that ability will depend, in part,
on the entity’s employment practices—such as whether the entity invests in employee
training and wellbeing—and the levels of employee satisfaction, engagement and retention.
These examples illustrate the close relationship between the value the entity creates,
preserves or erodes for others and the entity’s own ability to succeed and achieve its goals.
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B4 Resources and relationships that an entity depends on and affects by its activities and outputs
can take various forms, such as natural, manufactured, intellectual, human, social or
financial. They can be internal—such as the entity’s workforce, its know-how or its
organisational processes—or they can be external—such as materials and services the entity
needs to access or the relationships it has with suppliers, distributors and customers.
Furthermore, resources and relationships include, but are not limited to, the resources and
relationships recognised as assets in the entity’s financial statements.
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B5 An entity’s dependencies and impacts are not limited to resources the entity engages with
directly, and to the entity’s direct relationships. Those dependencies and impacts also relate
to resources and relationships throughout the entity’s value chain. For example, they can
relate to the entity’s supply and distribution channels; the effects of the consumption and
disposal of the entity’s products; and the entity’s sources of finance and its investments,
including investments in associates and joint ventures. If the entity’s business partners
throughout its value chain face sustainability-related risks and opportunities, the entity could
be exposed to related consequences of its own.
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2 This Standard requires an entity to disclose information about climate-related risks and
opportunities that could reasonably be expected to affect the entity’s cash flows, its access
to finance or cost of capital over the short, medium or long term. For the purposes of this
Standard, these risks and opportunities are collectively referred to as ‘climate-related risks
and opportunities that could reasonably be expected to affect the entity’s prospects’.
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4 Climate-related risks and opportunities that could not reasonably be expected to affect
an entity’s prospects are outside the scope of this Standard.
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