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5 Step Climate Change Adaptation Risk 
Management Approach

Communicate and Consult

Monitor and Review

Establish  
the 

context

Identify 
risks

Analyse 
risks

Evaluate 
risks

Treat  
risks

Risk management process (AS/NZS 4360:2400)

Climate Change Risk Likelihood Scale

Likelihood scale 

Likelihood Recurrent risks Single events

Almost certain could occur several times per year more than 50% probability per year

Likely may occur once per year as likely as not – 50/50 chance

Possible may occur once in 10 years less than 50%, but still quite high

Unlikely may occur once in 10 to 25 years low probability, but more than zero

Rare unlikely during next 25 years negligible, probability close to zero



Australian Industry Group ● Department of Sustainability and Environment  

Managing the Risks from Climate Change: An Adaptation Checklist for Business
14

Climate Change Risk Consequence Scale

Risk consequence scale 

SUCCESS FACTORS

Shareholder value Growth Supply chain Human resources Compliance

CO
N

SE
Q

U
EN

CE
 L

EV
EL

Ca
ta

st
ro

ph
ic

Business would 
have to be wound 
up

The business would 
contract markedly 
placing its long 
term viability in 
question

The loss of a key 
source of supply 
or distribution 
channel, 
threatening the 
business

Severe shortages 
of personnel 
or workplace 
disruption  would 
make it difficult to 
sustain operations

Obvious and 
proven breaches 
of legal and 
regulatory 
requirements, 
with prospect 
of corporate or 
individual penalties

M
aj

or

Shareholder 
value would 
decline markedly 
and necessitate 
remedial action

The business 
would contract and 
require significant 
remedial action

Disruption of a key 
source of supply 
or distribution 
channel, having a 
serious effect on 
the business

Operations would 
be severely 
affected  by 
shortages of 
personnel  or poor 
industrial relations

Significant 
amounts of 
management and 
adviser’s effort 
would be required 
to answer charges  
of compliance 
failures

M
od

er
at

e

Shareholder value 
would stagnate

There would be no 
growth

Components of the 
supply chain would 
require more than 
normal levels of 
management 
attention to protect 
the business

Parts of the 
workforce and 
staff team would 
require more than 
normal levels of 
management 
attention to protect 
the business 

Formal action 
would be required 
to answer 
perceived breaches 
or charges of 
compliance failure

M
in

or

Shareholder value 
would increase 
but fail to meet 
expectations

Growth would be 
achieved but it 
would fail to meet 
expectations

Isolated difficulties 
would arise in the 
supply chain but 
would be resolved

Isolated personnel 
shortages or poor 
workplace relations 
would be resolved

Minor perceived or 
actual breaches of 
compliance would 
be resolved

In
si

gn
ifi

ca
nt

There would be 
a minor shortfall 
in meeting 
expectation for 
shareholder value, 
but they would 
pass unnoticed

There would be a 
minor shortfall in 
growth but this 
would not attract 
much attention

Minor issues 
with the supply 
chain would pass 
without any special 
attention

Minor workplace 
issues would pass 
without any special 
attention

Concerns about 
compliance 
would be resolved 
without special 
attention

Table adapted with reference to:

– Standards Australia, 2004, HB 436:2004- Risk Assessment Guidelines. Companion to AS/NZS4360:2004 (Table 6.2) 

– �AGO, 2006, Climate Change Impacts & Risk Assessment: A Guide to Business and Government, 2006, Department of 

the Environment and Heritage
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Climate Change Risk and  
Consequence Scale

Risk priority matrix

Li
ke

lih
oo

d

Almost certain 5 Medium-9 Medium-6 High-4 Extreme-3 Extreme-1

Likely 4 Low-5 Medium-7 High-5 High-2 Extreme-2

Possible 3 Low-6 Medium-8 Medium-4 High-3 High-1

Unlikely 2 Low-7 Low-3 Medium-5 Medium-3 Medium-1

Rare 1 Low-8 Low-4 Low-2 Low-1 Medium-2

1 2 3 4 5

In
si

gn
ifi

ca
nt

M
in

or

M
od

er
at

e

M
aj

or

Ca
ta

st
ro

ph
ic

Consequence
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