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Dear Mr Faber,

Cervest Limited (“Cervest”) welcomes the opportunity to respond to the International
Sustainability Standard Board (“Board”) proposed Exposure Draft IFRS S2 Climate-related
Disclosures (the “Proposal”). This landmark proposal seeks to elicit comparable information
for global markets and other users of general purpose financial reporting concerning an
entity’s exposure to climate-related risks and opportunities, so that investors and other
stakeholders can assess the effects of these risks and opportunities on an entity's
enterprise value over time. We support the Board’s efforts to facilitate global consistency
and comparability of climate-related financial disclosures.

Based on its scientific and climate risk expertise and experience, Cervest is pleased to
provide data-driven insights on climate-related risks and offer options the Board might
consider. These options focus on advancing climate-related disclosure standards that
facilitate the provision of comparable information for global markets. Specifically, Cervest
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welcomes the opportunity to highlight the numerous advances in climate data science,
measurement technologies, machine learning, and climate risk analytics that provide
companies with asset-level climate intelligence to manage their climate-related risk.
Sophisticated and reliable climate intelligence analytical tools are already available and
being used by companies to assist them in providing an accurate, detailed, and specific
picture of their current and future climate risk profile—including the range of physical and
transition climate risks they face and the possible impacts to their financial performance. In
addition, such tools help to ensure the comparability and reliability of data that companies
present to their investors, the public, and other stakeholders.

In the remainder of this reply, after a brief introduction to Cervest, we provide an overview of
our feedback and comment on selected Questions for respondents.

I. Cervest Overview

Cervest is a climate risk intelligence company that uses state of the art technology to
empower enterprises, non-governmental organisations (“NGOs”), governments, and financial
markets with science-backed, granular insights in order to make informed decisions on
climate risks and opportunities.  We have assembled an extensive team of climate science,
product, and data experts to build a unified platform to quantify climate risk across multiple
hazards, timeframes, and emission scenarios at the level of individual assets.  Conducting an
analysis at the individual asset level requires understanding the core building blocks that
generate financial, social, or environmental returns for built (e.g., infrastructure, real estate
and manufacturing facilities) and ecological entities (e.g., national parks, watersheds, and
public owned forests).

Using our proprietary methods, Cervest calculates, rates, and monitors historic, current, and
forecasted risks and then digitally encodes this asset-level data in an immutable1 manner
for use in our continually-learning “system of record,” or asset catalogue.

The asset catalogue allows multiple parties to view and use asset-level climate analysis to
assess their exposure to climate risk.  We have encoded 497 million physical asset records
onto our digital platform.

1 In data science, immutable objects are those with values that cannot be changed once they have been created.  Once
something has been learned by a system, it becomes part of that immutable record.
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Cervest is a global operation with an interdisciplinary set of expert employees based across
Europe and the US.2 Cervest’s mission is to affordably empower everyone to adapt to
climate change and build a resilient future for our planet.3

II. Background and Recommendations

The Proposal seeks to elicit more consistent, complete, comparable, and verifiable
information from entities on climate-related risks and opportunities so that global markets
can evaluate the effects of such risks and opportunities on the entity’s enterprise value, and
understand how entities are managing and adapting to them. Greater disclosure
transparency and measurement of climate-related risks have become necessary given the
increased financial risks and impacts on businesses globally.  A variety of stakeholders,
including governments, companies, NGOs, and investors that manage trillions of dollars of
assets under management have voiced concern about the increased financial risk that is
related to climate change.  The lack of standardisation of approaches to disclose climate
information further complicates the assessment of financial risk. Therefore, it is more
important than ever for regulators, governments, and standard setters to harmonise
standards to enable disclosure of climate-related information that is transparent, complete,
consistent, and allows for comparisons.

Cervest is a part of the scientific community that is creating climate-related analytical tools
that help entities model, forecast, and properly equip themselves with insights into the
climate hazards uniquely affecting them. Climate data, quantitative methods, and earth
science technologies are sufficiently advanced and available at reasonable cost to
companies to now use these tools when undertaking a materiality assessment related to
their climate-related risks and opportunities. Such insight and intelligence is based on
climate science— i.e., peer-reviewed, data-derived analysis of climate hazards.  Such insight
and climate science supports enhanced reporting and disclosure accuracy and
comparability around climate-related risks and opportunities.  Data-driven, peer-reviewed
climate science is at the core of what is recognized as “climate intelligence” (CI). CI can
provide science-backed, asset-level business intelligence for managing climate risk,
assimilating and rendering complex climate science in ways that decision-makers can
understand and then take action.

3 See B Lab, Measuring a company’s entire social and environmental impact,
https://www.bcorporation.net/en-us/certification (describing the criteria for the B Corp certification, which includes,
among other things, an assessment and rating of a company across a range of environmental and social practices).

2 Cervest has also assembled an external advisory board called the Cervest Climate Intelligent Council, which is  made
up of leading climate scientists, researchers, and industry, and policy leaders. See Cervest, Cervest establishes Climate
Intelligence Council with world-leading experts from science, policy, finance, technology and business (Oct. 22, 2021),
https://cervest.earth/news/cervest-establishes-climate-intelligence-council-with-world-leading-experts-from-scienc
e-policy-finance-technology-and-business.

3



Climate intelligence is a quintessential component of how companies worldwide can more
accurately and comparably report on climate-related risks and opportunities, thereby
better informing themselves and their stakeholders and improving the quality of their
strategic and operational decisions.  CI analysis informs company actions to drive greater
resilience and competitiveness across all markets and will facilitate entities’ ability to more
closely align their climate risk disclosures with science-based reporting standards that are
developing globally.  CI analysis is also being used to inform the paths companies take to
adapt to climate risk, some of which is already locked into our system due to already high
cumulative global greenhouse gas concentrations.  CI analysis helps identify some of the
impacts from physical climate risk including physical damage to buildings from flooding,
storm damage, and wildfires that are non-reversible and which will intensify over time in
frequency and severity.  For example, companies use CI analysis to identify asset-level risk
and the financial impacts of climate risk in order to target intervention and business
strategies in the short-, medium-, and long-term. Use of CI analysis is therefore facilitating
how companies and investors assess and mitigate their climate risk exposure.

Cervest major recommendations to the Board are:
● introduce the concept of CI analysis into the Proposal analytical framework;
● offer guidance to companies on the use of tools and technologies that support CI

analysis; and
● require companies to disclose the CI analytical tools used to enhance comparability.

Cervest believes the use of CI analysis could help companies to provide decision-useful and
comparable disclosures, while enhancing investor protection and improving the quality of
the climate-related information provided to global financial markets.  Climate science and
climate risk analysis are active and evolving areas of scientific study.  Accordingly, we also
encourage the Board to consider finalising standards that would be flexible enough to allow
for continued evolution of the relevant data and tools that support CI analysis.
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III.  Addressed Questions for respondents

In the remainder of this text, we provide comments to specific questions in the Proposal.

Question 3—Identification of climate-related risks and opportunities

(a) Are the proposed requirements to identify and to disclose a description of significant
climate-related risks and opportunities sufficiently clear? Why or why not?

We suggest revising the proposed disclosure requirements for significant climate risks and
opportunities to include a requirement to disclose the CI tools and technologies used to
identify risks and opportunities.

We believe investors and other stakeholders would benefit from the additional requirement
in paragraph 12 in page 35 of the Proposal:

“(c) a description of the specific climate intelligence tools and technologies used to
undertake climate-related risk and opportunity assessment .”

With this addition, Paragraph 12 in page 35 of the Proposal would read as follows:

12 An entity shall disclose information that enables users of general purpose
financial reporting to understand its assessment of the current and anticipated
effects of significant climate-related risks and opportunities on its business model.
Specifically, an entity shall disclose:

(a) a description of the current and anticipated effects of significant
climate-related risks and opportunities on its value chain; and

(b) a description of where in its value chain significant climate-related risks
and opportunities are concentrated (for example, geographical areas,
facilities or types of assets, inputs, outputs or distribution channels).

(c) a description of the specific climate intelligence tools and
technologies used to undertake climate-related risk and opportunity
assessment.

Analytical tools that facilitate measurement of physical and transition climate risks are
currently available. This additional disclosure requirement will help to facilitate scientific
validation, comparability, and quality-controlled data processes to ensure that investors
and the public have access to meaningful and investment-relevant information, while not
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inhibiting the continued development and refinement of evolving areas of climate science
and climate intelligence.

Moreover, users of general purpose financial reporting need to be able to assess the
credibility of the tools used by companies of interest. We encourage the Board to provide
guidance on how firms can identify and choose appropriate CI analytical tools and
technologies for their climate-risk assessment. The following characteristics are key to
enabling comparable disclosures:

● Comprehensive: The view of climate risk should be comprehensive, including as
many hazards, timescales, and types of risk as possible.

● Shared view of climate risk: Disclosure reporting consistency and comparability
should be supported by functional shareability of climate risk. A full picture of
climate risk across an organisation means going beyond the assets a firm owns to
include climate risk impacts to assets owned by suppliers, customers, and third
parties.

● Transparent: Climate services providers should be encouraged to disclose any
methodology and thresholds used in order to facilitate scientific validation,
comparability, and quality-controlled data processes.

● Science-backed:  Tools should incorporate data-driven, peer-reviewed climate
science and evolving best practices in climate-related risk measurement.

● Data quality: Data underlying CI analysis and disclosure should meet certain basic
criteria, such as the data should:

○ be subjected to peer-review;
○ be transparent (i.e., via disclosure or reports);
○ include open access plus proprietary data; and,
○ be managed with quality assurance and quality control (QA/QC)

Verifiable data exists that can support disclosures on a wide range of physical risks such as,
for example, assessments of flood hazard areas or drought areas. Disclosure of recognized
industry maps companies use in their assessments of flood hazard areas such as the
Federal Emergency Management Agency (FEMA) map would also facilitate comparability of
companies’ disclosure of climate-related metrics and methodologies of assessment.

Standardisation of CI analysis is critical because risk can be measured in relative terms.
What is high risk to one organisation could be medium risk to another. A shared view of
climate risk ensures that risk is measured based on the same benchmark.  Without this
standardised and shared view of risks in disclosure reports, the quality of investor
decision-making will be negatively affected and capacity-building for climate resilience will
be reduced.
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Question 4—Concentrations of climate-related risks and opportunities in an entity’s
value chain

(a) Do you agree with the proposed disclosure requirements about the effects of
significant climate-related risks and opportunities on an entity’s business model and
value chain? Why or why not?

We agree with the Board on the need to disclose climate-related risks and opportunities not
only on an entity’s business model, but also the value chain. A full picture of climate risk
across an organisation means going beyond the assets a firm owns to include climate risk
impacts to assets owned by suppliers, customers, and third parties. Without this,
companies can underestimate their climate risks because of a lack of visibility on shared
risks for vulnerable assets in the value chain. It also reduces the risk of potentially
maladaptive decision-making by failing to account for material risks that they don’t have
visibility of and compounding climate risk elsewhere in the value chain. Ultimately, the asset
presenting the greatest material risk to an organisation may not be one of their own.
Organisations should be encouraged to share climate risk information across many different
stakeholders up and down the value chain.

Question 6—Current and anticipated effects

(c) Do you agree with the proposed disclosure requirements for the anticipated effects of
climate-related risks and opportunities on an entity’s financial position and financial
performance over the short, medium and long term? If not, what would you suggest and
why?

Assessing the anticipated effects of climate-related risks and opportunities on an entity’s
financial position and financial performance is an important part of climate risk
management.  This assessment informs companies’ forward-looking strategies.  However,
identification of material climate-related risks is often challenging for organisations and
involves:

1. discovering the company’s level of exposure to climate hazards across their
geographically distributed assets;

2. translating that exposure into impacts (i.e., physical damage to assets, site-specific
disruption to business continuity); and,

3. translating impacts into a decision-useful metric on financial impact that is
meaningful to investors.
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In addition, companies must incorporate into a comprehensive assessment of an asset the
vulnerability associated with the asset.  For example, each of a company’s assets has a set
of unique characteristics such as: (i) when the asset was built, (ii) the asset’s principal
function, (iii) the asset’s location, and (iv) the soil on which the asset was built. These
characteristics translate into an asset’s “vulnerability,” which influences the level of impact
and resulting financial loss and damages of climate-related risks. Identical adjacent
buildings, for example, can experience the same level of exposure to a climate hazard, but
have very different levels of vulnerability, and accordingly, different financial impacts. Tools
that help companies assess their materiality must consider the impact at an asset level and
assess such risks holistically in order to facilitate reporting that is decision-useful.

Standardised impact metrics facilitate comparative reporting. We encourage the Board to
provide specific guidance on appropriate metrics for the anticipated effects of
climate-related risks and opportunities on an entity’s financial position and performance.  A
standardised metric with the most potential to estimate climate hazard exposure and
potential damage and losses to properties or portfolios of properties across different future
climate scenarios is Climate Value-at-Risk [“CVaR”].  CVaR can provide organisations with a
value estimate of potential damage that also takes into account uncertainty.  In climate risk
management, this can be used to differentiate asset exposure and vulnerability across
asset types, regions, and time frames.  Cervest encourages the Board to consider
incorporating a standardised metric such as CVaR into its proposed definitions and
disclosure framework.  CVaR can be a cost-effective mechanism for providing information
on the potential for physical damage and associated costs to investors.

Question 7—Climate resilience

(c) Do you agree with the proposed disclosures about an entity’s climate-related scenario
analysis? Why or why not?

Effective analysis of forward-looking climate data, as well as historical data, is critical for
assessing how companies’ business strategies help them to anticipate and respond to
climate-related hazardous events, trends, and disturbances. We agree with the proposed
disclosure and would augment it by including the additional requirements to Point 15(b)(i) in
page 38 of the Proposal:

“(9) key parameters, assumptions, and modelling underlying the climate-related
scenarios;
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(10) the specific climate intelligence tool(s) used to perform the scenario analysis.”

With this addition, Point 15(b)(i) would read as follows:

15 [...] Specifically, the entity shall disclose:
[...]
(b) how the analysis has been conducted, including:

(i) when climate-related scenario analysis is used:
(1) which scenarios were used for the assessment and the

sources of the scenarios used;
(2) whether the analysis has been conducted by comparing a

diverse range of climate-related scenarios;
(3) whether the scenarios used are associated with transition

risks or increased physical risks;
(4) whether the entity has used, among its scenarios, a scenario

aligned with the latest international agreement on climate
change;

(5) an explanation of why the entity has decided that its chosen
scenarios are relevant to assessing its resilience to
climate-related risks and opportunities;

(6) the time horizons used in the analysis;
(7) the inputs used in the analysis, including—but not limited

to—the scope of risks (for example, the scope of physical risks
included in the scenario analysis), the scope of operations
covered (for example, the operating locations used), and
details of the assumptions (for example, geospatial
coordinates specific to entity locations or national- or
regional-level broad assumptions); and

(8) assumptions about the way the transition to a lower- carbon
economy will affect the entity, including policy assumptions
for the jurisdictions in which the entity operates; assumptions
about macroeconomic trends; energy usage and mix; and
technology.

(9) key parameters, assumptions, and modelling underlying the
climate-related scenarios;

(10) the specific climate intelligence tool(s) used to perform the
scenario analysis.
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We defend that disclosing the key modelling inputs to the scenarios and the tools used to
perform the analysis will promote transparency. We agree with the Board that the Proposal
should support companies in distinguishing between scenario analyses assessing physical
and transition risks. This difference is not very widely understood. To promote consistency
with regard to modelling and ultimately comparability across different reports, the Board
may want to consider providing recommendations on which physical and/or transition
scenarios to use and encourage firms to make this information available to investors.

Physical and transition risks are fundamentally different and the implications of each type of
risk might be material for companies and their investors. Understanding the integrated
climate-related risks of a company involves understanding how different modelling
approaches and scenarios are used to represent physical and transition risk indicators.

Physical risks are assessed through scenarios generated by earth system models.  Earth
system models examine the interactions of the atmosphere, oceans, land, ice, and the
biosphere to estimate the state of the climate on a global and regional level under a wide
variety of conditions.  For example, the Scenario Model Intercomparison Project4 generates
a commonly used open-access set of scenarios, which underpin the climate reports from
the Intergovernmental Panel on Climate Change.

Integrated Assessment Models (“IAMs”), often used to model transition risks, use a different
modelling framework, with inputs often including key aspects of the energy system,
macroeconomic modelling, land use modelling, and a simplified climate model.  Well known
climate scenarios for transition risks include those developed by the International Energy
Agency and the Network for Greening Financial System.  Key physical risk indicators include
wildfires, heatwaves, droughts, and floods, while key transitional risk indicators might include
mitigation costs, fuel share, raw material costs and availability, and the role of carbon pricing
and carbon intensity. Providing a reasonable description of the modelling tools, scenarios,
and the nature of the data used in such scenario analysis will enable any third party to
understand key informational inputs underlying these climate-related disclosures.

III.  Conclusion

Cervest supports the Board’s proposal for the development of a global standard for
assessing and disclosing climate-related risks and opportunities, and appreciates the
opportunity to comment. Global standardisation and harmonisation of climate-related

4 World Climate Research Programme, ScenarioMIP - Scenario Model Intercomparison Project,
https://www.wcrpclimate.org/modelling-wgcm-mip-catalogue/cmip6-endorsed-mips-article/1070-modelling-cmip6-s
cenariomip (last updated May 2018).
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disclosures is critical given the growing number of jurisdictions enacting these rules, as well
as the global nature of business and supply chains.

Climate intelligence is an essential component of enabling companies worldwide to more
accurately and comparably report on climate-related risks and opportunities. CI tools are
advanced and available at reasonable cost to companies to now use these tools when
undertaking a materiality assessment related to their climate-related risks and
opportunities. We encourage the Board to consider the use of CI tools and incorporate
guidance to support credibility and comparability in the use of CI analysis and tools.

To conclude, we emphasise the following points:

1. Disclosure of CI tools and technologies
Cervest believes that the use of climate intelligence can help make climate-related
financial information verifiable and auditable.  Cervest recommends including a
requirement for entities to disclose the CI tools and technologies used to identify
climate-related risks and opportunities to facilitate scientific validation,
comparability, and quality-controlled data processes and to ensure that investors
and the public have access to meaningful and investment-relevant information.  This
information also allows investors and other stakeholders to assess the credibility of
CI tools without constraining the continued development and sophistication of CI
tools.

2. Guidance on CI tools
We encourage the Board to provide guidance on how firms can identify and choose
appropriate CI analytical tools and technologies for their climate-risk assessment to
support the credibility and comparability of their analysis. The following
characteristics of CI tools are key: comprehensiveness, ability to provide a shared
view of climate risk across value chains, transparency around methodology, basis in
climate science and climate-related risk measurement, and data quality.

3. Transparency in scenario analysis
Companies that use scenario analysis should provide a reasonable description of the
modelling tools, scenarios, and the nature of the data used in such analysis. The
Board may also want to consider providing recommendations on which physical
and/or transition scenarios to use to promote consistency and comparability in
reporting.
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4. Guidance on financial impact metric
We encourage incorporating a standardised metric for assessing the financial effects
of climate hazard exposure and potential damage and losses such as CVaR into its
proposed definitions and disclosure framework. This metric provides reliable
estimates while accounting for uncertainty, and facilitates comparative reporting.

5. Asset-level climate intelligence
We believe CI provided at the asset level enables the most informed
decision-making in response to climate-related risks and opportunities. Assets are
the core building blocks that generate financial, social, and environmental returns. CI
at the asset level renders information about climate-related risks and opportunities
concrete and comprehensible, supporting better informed business operational
planning and decision-making about individual assets to improve climate resiliency.
We encourage firms to use asset-level intelligence and report on asset-level risk if
they have the capacity to do so.

We appreciate the opportunity to respond to the Proposal and we look forward to further
engagement on this important issue.

Sincerely,

Iggy Bassi
Founder & Chief Executive Officer

12




