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The word ‘sustainable’ has become connected to the conversation around climate change. Goggle the word, however, and 
the first the definitions that come up are: 
�� Able to be maintained at a certain rate or level 
�� Able to be upheld and defended
While this edition of the GRC Professional Magazine looks at sustainability and climate change-related risks, it is also 
concerned with the raft of regulatory change and responses arising from the Hayne Royal Commission. With stronger 
regulators, and with renewed promises and increased investment on the part of the finance industry, the question—when 
taking into consideration the above definitions—becomes one of whether all this is sustainable?

So, what’s in this edition?
David McEwen’s book, Navigating the Adaptive Economy, explores the necessary changes that have been made by 

businesses for the good of society. 
Bronwyn Gallacher looks at ways in which the integrity of the compliance profession can be protected. 
Carole Ferguson considers the loss of trust in the finance industry post Royal Commission, while exploring the new 

regulator landscape. 
We examine whether mandatory climate change-related financial disclosures will make a difference to how companies 

deal with variable reporting standards, and Gareth Byatt, Sarah Gordon and Marco Sepulveda look at taking a risk 
management approach to tackling climate change. 

Nathan Lynch considers the future of enforcement, post Royal Commission, while Annalies Moens looks at the 
perennial subject of using and protecting data. 

Professor Elizabeth Sheedy shares her concerns about what she doesn’t think is changing, when it comes to conduct 
and culture in the finance industry. 

Will AUSTRAC’s scrapping of its approved External Auditor List have an impact, and will the AML/CTF Regime ever 
make allowances for a Super SMR? 

Plus, a long-time member of the GRC Institute shares his compliance journey. 
All these articles consider sustainability from different perspectives and different areas of industry. But, more importantly, 

this edition considers the concept of sustainability in a system that is in a constant state of flux. 
Go ahead and ask yourself: what does sustainability mean for you?

Kwame Slusher , Editor, GRC Professional

Editor’s Message

What does sustainability 
mean to you? 

Kwame Slusher ,  
Editor, GRC Professional
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Risk & Compliance

This article focuses on an element 
of sustainability – climate change. 

Addressing climate change is one 
of the most important and pressing 
challenges facing the world today. 
in Australia we are seeing first-
hand the effects of climate change, 
with increasingly volatile weather 
patterns and changing climactic 
conditions. In all industries and 
market sectors, organisations need 
to work out what climate change 
means to them, and how to address 
it. With the right approach, there 
are opportunities to be seized as 
well as threats to be managed. 

In this article, Gareth and Sarah 
discuss how Risk Managers can 
and should — be helping their 
organisations to identify and assess 
the climate change risks they 
face, and to develop risk-informed 
strategies and actions that drive 
good performance and deliver 
sustainable value.

It’s time to 
help your 
business 
tackle 
climate 
change  
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The “business imperative” for tackling 
climate change 

Around the world, including in Australia, the 
call to action on climate change, as part of the 
broad subject of sustainability, is louder than 
ever. Carbon issues are at the centre of public 

debate – from school strikes and activists taking 
a public stand, to an increasing amount of state 
and federal action, such as a recent landmark 
court ruling in the State of NSW to block a coal 
mine development on climate grounds.

The broad picture of sustainability 

Sustainability covers broad-ranging social, 
environmental and economic risks. Recognised 
global objectives, as articulated by the UN, 
are the Sustainable Development Goals, as 
described below:

This article focuses on UN Sustainable 
Development Goal 13 – climate action, and 
how risk management can help businesses to 
address climate change.

UN Global Objectives: 17 Goals to transform our world



Risk & Compliance

“Businesses in Australia should be using risk management 
to help them chart a course to implement successful climate 
change strategies as part of addressing broader organisational 
Environmental, Social and Governance (ESG) risks. Risk 
Managers and Risk teams that place themselves at the centre 
of this activity can make a big impact on their organisation’s 
strategy and operations.”

In order to understand the major shifts that 
are occurring, we spoke recently with the team at 
the leading ESG -research firm, Sustainalytics. 

Driven by an increasing adoption of 
recommendations from influential institutes 
including the Task Force on Climate-related 
Financial Disclosures (TCFD), which investors 
are increasingly viewing as the de-facto climate 
reporting framework, Sustainalytics is seeing 
investors in Australia and elsewhere move away 
from a carbon footprint assessment approach. 
Investors are nowadays taking a more holistic 
understanding of the carbon exposure of 
the businesses they invest in – and their risk 
management and transition strategies they are 
implementing to address it. Such activities are 
researched and monitored by Sustainalytics for 
major investors, when appropriate.

Some investor-led initiatives in Australia 
are being undertaken as a result of there being 
current gaps in policies on energy and climate 
change. Two influential examples are the 
Investor Group on Climate Change, which 
represents institutional investors in Australia 
that hold over AUD 2 trillion in assets, and 
an initiative to develop a Sustainable Finance 
Roadmap, which includes 300 participants from 
the financial industry in Australia. In addition 
to these investor examples, the number of 
ESG-related shareholder resolutions relating to 
climate change topics is growing. 

The Australian federal and state governments 
are still developing their policies to respond 
to climate change. Whilst this is happening, 
many Australian organisations are pursuing 
innovative strategies to address climate change. 
Businesses in Australia should be using risk 
management to help them chart a course to 
implement successful climate change strategies 
as part of addressing broader organisational 
Environmental, Social and Governance (ESG) 
risks. Risk Managers and Risk teams that place 
themselves at the centre of this activity can make 
a big impact on their organisation’s strategy and 
operations.

Investors and shareholders in Australia 
are demanding action…

The signals in global commerce and trade 
– including in Australia – are clear to see. 
Through changes in government policies, new 
investment initiatives and active shareholder 
groups, our economy is repositioning itself 
to respond to climate change. The impact is 
tangible – investors are moving funds away from 
businesses that do not show an appropriate 
commitment to tackling climate change. Boards 
and Executives in Australia, and elsewhere, need 
to demonstrate a compelling long-term strategy 
for responding to climate change that investors 
and shareholders will buy into.
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“Some businesses are positioning 
their Risk and Sustainability / ESG 
functions under the same Executive.”

Investing in businesses with strong 
climate change strategies is good business. 
The Australian Asset Manager, Platypus AM, 
conducted analysis using Sustainalytics’ Carbon 
Risk Rating data dating back to 2012 and found 
that Australian companies rated as lower risk 
in the transition to a low-carbon economy 
significantly outperform both the benchmark 
and companies which are rated as having high 
carbon risks. 

Further information on this report can be found on the 
Sustainalytics blog ).  



 

Risk & Compliance

“Help your Executives to 
understand and assess the viability 
of sustainability performance linked 
investment loans. Such loans, in 
which performance is measured 
against a set of ESG criteria, may 
be valuable options to consider.”

because we work across our organisations. Our 
broad reach means we can play a valuable role 
pulling together different needs and views as an 
implementation partner, from the strategic level 
through to the operational front line. 

Here are five areas in which we think Risk 
Managers and Risk teams can be integral to 
ensuring their organisations realise value by 
working out how they should tackle climate 
change.

1. Work with your Exec’s and Sustainability / 
ESG team to develop a risk-informed climate 
change strategy

Risk Managers can help their organisations to 
develop a sound climate change strategy by 
using specific Risk tools and techniques. These 
include:

�� Review your top business risks through the 
lens of climate change and understand each 
risk component.

�� Co-hold interviews with key stakeholders 
to your organisation, including investors, 
analysts, insurers, business partners, clients, 
governments, and industry associations, and 
of course your own teams and staff. 

�� Understand, with your legal team, 
where legislation is heading and advise 
sustainability and management teams.

�� Anticipate the needs of your investors and 
shareholders and, with Executives, show 
them how risk is being positively managed.

�� If you are not already doing so, investigate 
adopting the Taskforce for Climate-related 
Financial Disclosure (TCFD) as a method 
of financial disclosure (if your organisation 
is large enough), and research any industry-
specific bodies.

�� Work with your Insurance advisors to 
assess the impact of climate change on your 
organisation. Many insurance organisations 
have sophisticated models which they may be 
able to use to assist you with risk-informed 
decision-making.

How are businesses responding to tackle 
climate change?

Many businesses, of all sizes, are taking the 
initiative by implementing climate change 
strategies and placing climate change at the heart 
of their business. Many challenges still exist, and 
there is more to do. 

Some businesses are positioning their Risk 
and Sustainability / ESG functions under the 
same Executive. Whether this is the case in your 
organisation or not, there are many compelling 
reasons to ensure the Risk function is working 
closely with the Sustainability / ESG function. 

What does this mean for Risk Managers 
and Risk teams?

Risk Managers and Risk teams should be helping 
their Sustainability / ESG and management 
teams work out how to achieve business benefits 
and competitive advantage. 

To do so, you can help your sustainability 
and ESG experts and your Executives think 
through and quantify the climate change 
risks your organisation faces to achieving its 
objectives and help to develop a strategy and 
actions to realise it. We believe Risk Managers 
and Risk teams are well positioned to do this, 
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�� When you have key decisions to make 
that have a climate change implication, 
use decision trees to understand different 
options that are available, and which ones  
are best.

�� Obtain your ESG rating, from ESG research 
houses such as Sustainalytics, to get a 
sense of how your organisation is viewed 
by the market, in regard to exposure to and 
management of ESG risks. 

�� Use all of this to create powerful Business  
Plans and external-facing reports on what  
you are doing.

�� I would suggest something related to public 
reporting, for transparency, and to obtain 
support from all stakeholders and shareholders. 

2. Be a trusted advisor to your Executives  
and your Board on climate change

By working closely with your sustainability / ESG 
team to identify and assess the climate change 
risks you face and to develop a risk-informed 
strategy, you can help your Executives and Board 
to agree on innovative solutions to harness 
opportunities and manage threats.

As part of this, Sustainability and Risk teams 
should be measuring, managing and reporting 
material climate change / ESG risks for their 
organisations – as this information is increasingly 
being used by investors as a key consideration in 
their investment decisions.

Consider the following tools and techniques 
which could be used:

�� Use risk appetite to define, in detail, the type 
of risks you are willing to accept and take to 
pursue your objectives, and which ones you 
will not take or accept. 

�� Use scenario analysis to consider how 
different climate change risks could eventuate 
and their impact to you (scenario analysis is a 
method advocated by the TCFD).

“As part of this, Sustainability and 
Risk teams should be measuring, 
managing and reporting material 
climate change / ESG risks for 
their organisations — as this 
information is increasingly 
being used by investors as a key 
consideration in their investment 
decisions.”



 

Risk & Compliance

5. Collaborate with Risk Managers in other 
businesses to share knowledge

Be an advocate for risk-informed climate change, 
and the broader elements of sustainability, with 
your peers in other businesses and across all 
sectors. Seek out examples where Risk teams 
are working successfully on climate change and 
learn from them.

What are the implications of this for Risk 
Managers and Risk teams?

We appreciate that it requires a concerted effort 
to be fully engaged in helping your organisation 
to address climate change. It is not a step to be 
taken lightly, but it is a step that we should all 
consider taking. l

Endnote
*  Subject to appropriate licensing agreements

About the Authors 

Sarah Gordon is Managing Director at the global Risk 
Consultancy and Training provider, Satarla.

Gareth Byatt is a Director of Satarla Australia and 
Principal Consultant at Risk Insight Consulting.

3. Consider sustainable financing tools (with 
your Finance and Treasury team)

Help your Executives to understand and assess 
the viability of sustainability performance 
linked investment loans. Such loans, in which 
performance is measured against a set of ESG 
criteria, may be valuable options to consider. 
Social and sustainability bonds may also be 
worthwhile financing options to explore.

An example of this new loan funding 
approach which the team at Sustainalytics have 
described to us is Adelaide Airport, which signed 
a AUD 50 million seven-year sustainability 
performance linked loan with ANZ. This 
loan incentivises the airport to maximise its 
performance against ESG criteria, and it was the 
first of its kind in Australia. Sustainalytics sees 
this market growing exponentially in future.

You may also be able to use your company 
ESG ratings* in your investor roadshows – for 
example, for debt and equity financing – and for 
reporting to shareholders and stakeholders, and 
to your customers.

4. Help people across your organisation use 
Risk management to implement your climate 
change strategy

Help to embed your climate change strategy with 
tools in your Risk Toolkit, including:

�� Holding Risk and Sustainability workshops, 
including with your supply chain (who are key 
partners in achieving your strategy).

�� Helping people quantify specific risks and 
actions.

�� Getting people to talk about and challenge 
the risk appetite.

�� Ensuring risk-informed decision-making 
is embedded into day-to-day operational 
matters and find the balance between 
opportunities and trade-offs that impact your 
climate change strategy – for example in how 
you manage water, energy and waste.
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