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The physical effects of climate change, impending or existing regulations that impose a cost on
carbon, and an altered competitive environment will affect nearly every public company
worldwide. Businesses and their investors are beginning to awaken to the risks and opportunities
posed by climate change. However, one important risk tends to receive less attention than others
— the risk of climate change litigation.

Given the evidence connecting human use of fossil fuels to climate change, and perceiving a lack
of meaningful political action to address global warming, environmental lawyers around the world
began exploring litigation strategies. In the past few years, the idea of using litigation as a tool to
address climate change has picked up steam, and climate change has started entering courts and
tribunals around the world.

A review of these cases shows that some have been against governments, challenging the
application or adequacy of government regulation; if and when successful, these suits necessitate
regulatory changes and create new regulatory risks for carbon-intensive sectors. Other suits
directly target industry, raising the question of who should bear the costs of combating and
adapting to climate change — and posing obvious income statement and balance sheet risks for
companies, since potential liability runs into the trillions of dollars.

With the trend of climate litigation increasing, businesses and their employees, particularly in
carbon-intensive sectors, need to understand the nature of this risk and how it might affect them
going forward.
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