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Almost half of organizations surveyed globally (49%) responded that they have
conducted scenario analysis —which is also a TCFD recommendation ...

Isaac M. O'Bannon « Sep. 28,2022

Businesses around the world are starting to improve their disclosure on climate risks
but are not yet taking much needed action to address these risks and respond to the
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needs of investors and customers, according to the latest EY Global Climate Risk
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and the extent or detail of each disclosure (quality).

According to the Barometer, more organizations are now providing some level of
information (better coverage) on each of the recommendations than in previous
years. Where a score of 100% would show information being disclosed on all

recommendations, this year’s average score is 84% — a steep rise from 70% in 2021.

However, companies are still struggling to improve the quality of their disclosures.
The average quality score sits at 44% —just slightly above the score of 42% in last
year’s survey. A score of 100% would demonstrate that a company is disclosing all of
the details needed.

Despite burgeoning regulatory and political activity around climate change, and
clear improvements in disclosure rules over the past 12 months —including the
proposed standards from the newly created International Sustainability Standards
Board (ISSB) — businesses are struggling to take practical steps towards
decarbonization. For example, only 29% of companies surveyed say that they report
on the impact of climate change in their financial statements — a sign that they don’t
have the data they need or that they have not calculated the impact; and more than
half of the references to climate impact in these statements are qualitative rather

than quantitative.

There are slightly more positive signs of progress in other areas. Almost half of
organizations surveyed globally (49%) responded that they have conducted scenario
analysis — which is also a TCFD recommendation — to examine the likely scale and
timings of particular risks and prepare for the worst-case outcomes. Three-quarters
(75%) responded that they have conducted risk analysis, and 62% have undertaken

opportunity analysis, while 61% have disclosed decarbonization strategies.
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The survey also shows that companies are now giving more balanced consideration
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organizations’ strategies by examining, for example, the extent to which they factor
climate risks and opportunities into their plans or how they build resilience through
diversification. The coverage score for strategy has risen to 81%, from 65% in last
year’s survey —indicating that more companies are at least disclosing some

information in this area.
Dr. Matthew Bell, EY Global Climate Change and Sustainability Services Leader, says:

“We’re witnessing a sea change in the regulatory landscape around sustainability
and climate risk, with new regulatory bodies and proposed standards, as well as
examples of individual countries introducing their own rules — so it’s not a surprise

that companies around the world are improving their disclosure.

“But many firms are not disclosing enough detail on their climate risks; and they
aren’t translating reporting into meaningful action to tackle the problem. This is
where we need to see much more progress. If disclosure is to make an impact on

decarbonization it can’t be half baked.

“There are signs of progress, not least in businesses’ efforts to build climate impacts
into strategies, put in place risk planning, and publish decarbonization strategies.
But the fact thatless than one-third of organizations report on climate impact in
their financial statements, shows there is a pressing need for more action. We’re also
seeing a growing trend for ‘greenwishing’ where companies set hugely ambitious
climate targets, with little or no clear plan to achieve them. That might help
companies in the short term, but without realistic targets they’ll be on a hiding to

nothing.”

The quantity and quality of disclosure varies widely across the countries surveyed,
but as in the previous three reports, countries with rigorous climate disclosure

regulation; a proactive investor community; and strong signals from policy makers,
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tend to see the highest scores. The countries with the best quality of disclosure

Hello. It looks like you’re using an ad blocker that may prevent our website from

working properly. To receive the best experience possible, please make sure any blockers

are switched off and refresh the page.

If you have any questions or need help you can email us

Accounting e SEC e Taxes

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE

Sponsors.

© 2024 Firmworks, LLC. All rights reserved


https://www.cpapracticeadvisor.com/section/accounting/
https://www.cpapracticeadvisor.com/section/sec/
https://www.cpapracticeadvisor.com/section/taxes/
mailto:info@cpapracticeadvisor.com

