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On 9/8/2021, the Intergovernmental Panel on
Climate Change (IPPC) released its report
finalizing the first part of the Sixth Assessment
Report, intituled Climate Change 2021: The
Physical Science Basis, which is a contribution
by Working Group I to the Sixth Assessment
Report. The report confirms mounting
scientific evidence that runaway
anthropogenic climate change is increasingly
inching closer to a tipping point. Climate
change-related disasters are now becoming
globally visible with disturbing frequency.
Presently, at least 65 people succumbed to
wildfires in Algeria, a devastating wildfire
rages in the Greek Island of Evia. In Turkey, at
least 8 people have been reported dead due
to wildfires and similar fires have been
reported in Italy and Southern Europe. These
forest fires come hot on the heels of floods
that pummeled North Rhine-Westphalia and
Rhineland-Palatinate in Germany in mid-July,
leaving behind a trail of destruction. Other
parts of Europe also experienced sporadic but
devastating floods.
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 1.  Truncated net-zero targets

Major corporations have already set up
ambitious targets for combatting climate
change. Notable giants in the race to net-
zero include, British Airways (11 October
2019)by 2050; Microsoft (16 January
2020)by 2030, with an additional goal of
removing all carbon emitted since it was
founded in 1975; AstraZeneca (22 January
2020) carbon-negative by 2030, and
operational carbon emissions by 2025; EY
(31 January 2020) carbon neutral by 2020;
BP (12 February 2020) by 2050; Barclays
(30 March 2020) by 2050; Shell (20 April
2020) by 2050; Total (5 May 2020)by 2050;
Unilever (14 June 2020)by 2039; Apple (21
July 2020) by 2030; PwC (15 September
2020) by 2030; Facebook (15 September
2020) value chain by 2030; Coca-Cola
European Partners (07 December 2020) by
2040. 

Whereas states are at the forefront of
confronting a potential climate apocalypse,
Decision -/CP.21 on the adoption of the Paris
Agreement, in Part V, explicitly invites non-
Party stakeholders ‘to [among others] address
and respond to climate change’ by scaling up
their efforts and supporting actions necessary
for reducing emissions and decreasing
vulnerability to adverse climate change
effects. 

Efforts of non-Party stakeholders are
documented through the Non-state Actor
Zone for Climate Action (NAZCA) portal. It
is contemplated that cities, companies,
investors, and other business will play a
critical role in reducing GHG emissions. The
responsibility of businesses for climate
change is increasingly coming under
scrutiny. Voluntary initiatives by companies
are rapidly morphing into stringent
obligations. Going forward, the IPCC report
will have 4 major implications for most
corporate entities.  
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2.  Increased climate litigation

UNEP, in its Global Climate Litigation Report
2020 Status Review, paints a clear picture of
increasing climate litigation over the years.
Cases of Plaintiffs enforcing corporate liability
and responsibility for climate damage will
definitely be on the upswing in view of the
IPCC report. To this end, Plaintiffs will pursue
causes of action that give rise to corporate
liability and responsibility for climate damage
such as claims in, negligence; nuisance; strict
liability; or civil conspiracy. It is therefore
critical for corporations to anticipate and map
out potential risks stemming from climate
litigation. 

2.

3. New and emerging compliance
requirements.

As the climate emergency becomes more
visible and urgent, corporations will by
necessity be required to shift to new and
emerging compliance obligations such as
Global Reporting Initiative (GRI) and
Environmental Social Governance (ESG),
among others.

GRI sustainability reporting is for instance
widely used by businesses, investors,
policymakers, civil society, labor
organizations and other sectors of the
economy to report their climate related
impacts in a credible and transparent
manner. Arguably, the urgency of climate
change will mean that GRI will crystalize
into a legal obligation for corporations in
the race to net-zero.

Implicitly, the IPCC report 2021 calls for a
radical review of most of these well-intended
but woefully inadequate net-zero targets. The
report is clear that the climate runway is much
shorter than previously anticipated and
revised timelines and urgent strategies will be
critical in preempting the climate tipping point.

Corporations without net-zero targets most of
which are domiciled in developing countries,
must start setting net-zero goals however
modest. An “all hands on deck approach” to
tackling climate change is indispensable in
order to pull back the planet from the
precipice. Over time, net-zero targets will be
sanctioned by law. A case in point is the
proposal by the EU commission to introduce a
Carbon Border Adjustment Mechanism
(CBAM). Implementation of CBAM will largely
impact developing country suppliers desirous
of accessing the EU market.

It will not be unprecedented to expect an
upsurge of litigation by disgruntled
shareholders keen on holding their
corporations accountable for climate
change-related share price declines. A
potential pain in the neck for corporates will
stem from emerging mandatory
requirements for disclosure of climate-
related financial risk, particularly for publicly
listed companies. Failure to make full and
frank disclosure will result in litigation and
bears potential for devastating reputational
outcomes.
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ESG, focuses on the planet, people and profits
as the three pillars of sustainability and moves
businesses away from an acute focus on pure
and unadulterated profit as the sole goal of
their existence. In this way corporates
endeavor to address impacts of their
operation on both the planet and people. ESG
compliant firms for instance embrace a triple
bottom line accounting system that reports on
the social, environmental and financial
components of a business. Non-compliant
entities will increasingly face exclusion from
participating in diverse business fora.

4.Glasgow 2021

COP 26 to be held in Glasgow this coming
November has been hailed as the global “do or
die moment” for stanching a worsening
climate crisis. Scientific evidence in the IPPC
report necessitates decisive and far-reaching
resolutions at COP26. CEOs should therefore
keenly watch out for developments of COP26
and ponder the necessary adjustments they
will have to make to continue on the path to
profitability.

The need for decarbonization “beyond
governments” across diverse sectors of the
economy such as finance, insurance,
agriculture, transport, construction, cement
manufacture will be a central plank of COP26
directly affecting corporations. Similarly, the
quest for a circular economy will focus on
corporate behavioral change. Corporations
will be under intense pressure to bridge the
ambition gap left by state parties. 

3.

The central message of the IPCC Climate
Change 2021: The Physical Science Basis report
is clear and unequivocal: time is running out
and the climate train is headed straight for the
precipice. To effectively slam the brakes, an
“all hands on deck” approach will be
indispensable.
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