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climate-related risks and opportunities

Climate-related risks refers to the potential negative effects of climate change on an entity. These
risks are categorised as climate-related physical risks and climate-related transition risks.
Climate-related opportunities refers to the potential positive effects arising from climate change
for an entity. Efforts to mitigate and adapt to climate change can produce climate-related
opportunities for an entity.
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climate-related physical risks

Risks resulting from climate change that can be event-driven (acute physical risk) or from longer-
term shifts in climatic patterns (chronic physical risk). Acute physical risks arise from weather-
related events such as storms, floods, drought or heatwaves, which are increasing in severity and
frequency. Chronic physical risks arise from longer-term shifts in climatic patterns including
changes in precipitation and temperature which could lead to sea level rise, reduced water
availability, biodiversity loss and changes in soil productivity.

These risks could carry financial implications for an entity, such as costs resulting from direct
damage to assets or indirect effects of supply-chain disruption. The entity's financial performance
could also be affected by changes in water availability, sourcing and quality; and extreme
temperature changes affecting the entity's premises, operations, supply chains, transportation
needs and employee health and safety.
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climate-related transition risks

Risks that arise from efforts to transition to a lower-carbon economy. Transition risks include
policy, legal, technological, market and reputational risks. These risks could carry financial
implications for an entity, such as increased operating costs or asset impairment due to new or
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amended climate-related regulations. The entity's financial performance could also be affected by
shifting consumer demands and the development and deployment of new technology.
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3 This Standard applies to:

(a) climate-related risks to which the entity is exposed, which are:
(i) climate-related physical risks; and
(if) climate-related transition risks; and

(b) climate-related opportunities available to the entity.
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