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VI. Sustainability and resilience

The corporate governance framework should provide incentives for companies and their investors 

to make financing and investment decisions, as well as to manage their risks, in a way that 

contributes to the sustainability and resilience of the corporation. 

Companies play a central role in our economies by creating jobs, contributing to innovation, generating 

wealth, and providing essential goods and services. Several jurisdictions have made commitments to 

transition to a net-zero/low-carbon economy, which will require companies to respond flexibly to rapidly 

changing regulatory and business circumstances. In addition, many companies are making voluntary 

commitments or otherwise taking steps to anticipate a future transition. A sound corporate governance 

framework would allow investors and companies to consider and manage the potential risks and 

opportunities from such transition pathways. 

In addition, investors are increasingly considering disclosures about how companies assess and identify 

material climate change and other sustainability risks. In response, many jurisdictions require or plan to 

require disclosures about companies’ exposure to and management of those risks. A core feature of these 

disclosures is to provide investors with a better understanding of the governance and management 

structures and processes for managing climate risks. The corporate governance framework should support 

both the sound management of these risks and the consistent and reliable disclosure of material 

information. The combination of sound governance and clear disclosures will promote fair markets and the 

efficient allocation of capital, while supporting companies’ long-term growth. 

Several jurisdictions have oriented their capital market policies to foster a greener and more resilient 

corporate sector. In doing so, such policies may aim to also preserve access to capital markets by 

preventing prohibitively high costs of listing a company while still ensuring that investors have access to 

the information necessary to allocate capital efficiently to companies. Investors, directors and key 

executives must also be open to a constructive dialogue on the best strategy to support the company’s 

sustainability and resilience. A company that takes account of stakeholder interests may be better able to 

attract productive employees, support from the communities in which it operates, and more loyal 

customers. Comment from PETROBRAS: Indeed, better relationships with stakeholders and good 

reputation may directly impact business operation. 

In jurisdictions that allow for or require the consideration of stakeholders’ interests, companies should still 

consider the financial interests of their shareholders. A profitable company provides jobs for its employees 

and creates wealth for investors, many of whom are part of the general public and have invested their 

retirement savings. Comment from PETROBRAS: A sustainable firm is one that develops over time by 

taking into consideration the economic, social and environmental dimensions of its processes and 

performance.  

Corporate directors cannot be expected to be responsible for resolving major environmental and societal 
challenges stemming from their duties alone. On the one hand, a narrow view of directors’ fiduciary duties 
as a simple obligation to maximise short-term profits may have detrimental effects, for example on the 
corporate sector’s long-term performance. On the other hand, an opposite approach also presents risks. If 

directors in all companies are required to equally balance shareholders’ financial interests with the interests 
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of all stakeholders and, in addition, to fulfil a number of specific public interest missions, the corporate 
sector could become less efficient in allocating resources. To guide corporate activities, policies that make 
companies internalise environmental and social externalities as well as set predictable boundaries within 
which directors have to exercise their fiduciary duties are relevant. These policies could relate to, for 
instance, environmental regulation, or directly investing in or incentivising research and development of 
technologies that may contribute to addressing major environmental challenges.  

VI.A. Sustainability disclosure should be consistent, comparable and reliable, and include

retrospective and forward-looking material information that a reasonable investor would consider

important in making an investment or voting decision.

To ensure the efficiency of capital markets, investors must be able to compare different companies’ past 

performance and future prospects and then decide how to allocate their capital and engage with 

companies. With the emergence and greater awareness of environmental and social risks, investors have 

been demanding better disclosure from companies on governance, strategy, risk management (e.g. overall 

results of risk assessments for different climate change scenarios) and non-financial metrics (for example 

related to greenhouse gas emissions and biodiversity) that are relevant for investors when assessing a 

company’s business perspectives and risks. Comment from PETROBRAS: Although comparability is a 

necessary element, environmental and social disclosure usually requires contextualization, in recognition 

of the important differences between companies and sectors according to the environmental and 

specificities of operation.  Climate-related risks and transition pathways depend on different location and 

sector-specific variables. 

In jurisdictions that allow or require the consideration of stakeholder interests, disclosures may benefit such 

stakeholders. For instance, disclosure on collective bargaining coverage and mechanisms for employee 

representation may be both material for an investor’s assessment of a company’s value and relevant to its 

employees and other stakeholders.  

At the same time, sustainability disclosure frameworks need to be flexible in relation to the existing 

capacities of companies and relevant institutions. Limiting mandatory sustainability disclosure to listed 

companies might result in a disincentive for companies to go public. With these challenges in mind, policy 

makers may need to devise sustainability disclosure requirements that are flexible with respect to the size 

of the company and its stage of development. Comment from PETROBRAS: and also take into account 

existent frameworks and methodologies. 

Larger companies and their service providers, as well as regulators themselves, may face a learning curve 

in their understanding of sustainability matters and might need time to develop adequate processes and 

good practices. This may justify prioritising disclosure requirements of some of the most relevant 

sustainability matters, phasing in other requirements such as for assurance, or establishing some 

recommendations in “comply or explain” corporate governance codes. Comment from PETROBRAS: 

Although comparability is a necessary element, environmental and social disclosure usually requires 

contextualization, in recognition of the important differences between companies and sectors according to 

the environmental and specificities of operation.  Climate-related risks and transition pathways depend on 

different location and sector-specific variables. 

VI.A.1. Sustainability information should be considered material if it can reasonably be expected

to influence an investor’s assessment of a company’s value. If consistent with a jurisdiction’s legal

and disclosure requirements, such assessments may also consider sustainability matters that are

critical to a company’s key stakeholders or a company’s influence on non-diversifiable risks.

Without prejudice to voluntary initiatives or specific environmental regulations that may contain additional 

disclosure requirements, corporate disclosure frameworks require at a minimum information on what is 

material to investors’ assessment of a company’s value. This assessment typically includes the value, 

timing and certainty of a company’s future cash flows (Comment from PETROBRAS: and possible changes 

in financial conditions) over the short and long term.  
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Material sustainability information includes environmental and social issues that can reasonably be 

expected to affect a company’s asset value and its ability to generate revenues, such as the physical 

impact of climate change. However, a company’s own impact on society and the environment could also 

be considered material if it is expected to affect the company’s value, such as environmental liabilities 

under a jurisdiction’s existing laws or regulations, or greenhouse gas (GHG) emissions that may be capped 

or taxed in the future. Likewise, human rights and human capital policies, such as training programmes, 

retention policies, employee share ownership plans, and diversity strategies, can communicate important 

information on the competitive strengths of companies to market participants.  

The determination of which information is material may vary over time, and according to the local context, 

company-specific circumstances, and jurisdictional requirements. For example, in some jurisdictions, 

sustainability risks that may not seem to be financially material but that are relevant to society may 

reasonably be expected to become financially material for a company at some point. (Comment from 

PETROBRAS: suggest removing the sentence. This is not a good example. Sustainability risks that are 

relevant to society have potential financial impacts, in terms of reputation, customers loyalty and 

regulations). In addition, some jurisdictions may also consider what is material to investors to include 

companies’ influence on non-diversifiable risks. For example, an investor may consider that the value 

created by a profit-maximising major carbon emitting company in their portfolio would be offset by losses 

in the value of other investee companies affected by climate change. (Comment from PETROBRAS: and 

by the possibility of its emissions be taxed in the future). Consequently, some jurisdictions require or 

recommend disclosing sustainability matters critical to a company’s key stakeholders or a company’s 

influence on non-diversifiable risks.  
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