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Purpose of this presentation 

The underlying 
issue 

• Explain how infrastructure owners tend 
to think about climate change 

The generic policy 
approach 

• Detail how this consideration dovetails 
with Government thinking 

Why the generic 
approach is not 

enough 

• Consideration of what makes the 
electricity supply industry different 

What can work 

• Discussion of two international 
approaches and their pros and cons 



How do infrastructure owners 
typically think about impacts from 
climate change? 
 

They question 
the science, the 
relevance to 
them, and the 
need to take 
(what is seen 
as) expensive 
action 
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The extremes increase 

The frequency increases 
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Example: frequency 
of  storm surge 
increases with 
sea level rise  



The damage increases 

Legal requirements to consider risk, including climate change 

“What is hidden from shareholders 
can be a source of significant 

risk.” 

Indicative Guidance, SEC 

Prudent Man rule 

Directors’ responsibilities 



Infrastructure owners’ eventual consideration of climate 
change risk 

•  Accepting that there is risk 
from climate change; and 

•  That they need to manage it 
(adapt to it). 

 

•  This is known as 
autonomous adaptation. 
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How do Governments consider 
climate risk 



Policy and action on adapting to climate change impacts: a 
new field 

A policy challenge  
-  Covers every sector of economic output 
-  Every community will be affected 
-  Range of impacts and costs (potentially 

high) 
-  Uncertainty of timing and severity of 

individual impacts 
-  Measurement challenge 

Tools available for Governments to influence infrastructure 
owners (or anyone else) 

•  Information and tools 

•  Demonstration 

•  Incentives 

•  Compulsion (legislation) 

 Goal usually is for people, 
businesses and institutions to 
take on as much risk as 
possible (autonomous 
adaptation) 



What make the electricity supply 
industry different? 

The electricity supply industry is unique 

•  Natural monopoly 

•  Difficult government regulatory space 

•  Huge areas covered 

•  Huge areas covered 

•  Consequential impact profound 
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What are the consequences of the uniqueness of the 
electricity supply industry? 

•  Typical autonomous 
adaptation fails 

•  A specific policy 
response is required 
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What are Governments doing? 



There are two main examples providing drastically 
different approaches 
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There are two main examples providing drastically 
different approaches: the UK 
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The Climate Change Act 2008 created a framework for building 
the UK’s ability to adapt to climate change, including: 
 

a UK wide climate change risk assessment that must take 
place every five years 

a national adaptation programme which must be put in 
place and reviewed every five years to address the most 
pressing climate change risks 

a mandate giving the government the power to require 
‘bodies with functions of a public nature’ and ‘statutory 
undertakers’ (eg water and energy utilities) to report on 
what they are doing to address the risks posed by climate 
change to their work.  



There are two main examples providing drastically 
different approaches: Australia  
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The Australian approach: 
 
•  relies on companies recognising risk 

-  but, they do not wear the costs 
 

•  relies on regulator agreeing rationale and funding 
- but, they are focused on short 5 year periods 

Thank You 

greg.picker@aecom.com 


