
Chief risk officers must stay on the cutting edge of a dynamic and constantly evolving environment. Each quarter, BRG financial 
services professionals summarize key issues on which we are working with our clients to provide insight to the broader CRO 
community. Recent topics have included those discussed below, and we would be happy to share ideas, materials, and thoughts 
if they are of interest to your organization. 
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INTELLIGENCE THAT WORKS

Russian Invasion of Ukraine 
Sanctions Compliance
Russia’s invasion of Ukraine, just over a month old by quarter’s end, marked a major shift in relations both 
between Russia and the West and within the West itself. The economic impacts have been extraordinary. 
The ongoing ratcheting upward of sanctions has resulted in the isolation of virtually the entire Russian 
economy, from its exclusion from the SWIFT payment network to targeted sanctions on its energy, technology, 
transportation, and financial industries to inclusion of a broad range of wealthy Russians and their associates 
as specially designated nationals. Nonetheless, the global economy has remained resilient, though knock-on 
effects are only beginning to be seen. Many companies have taken significant actions in support of Ukraine’s 
struggle that, in turn, limit their sanctions exposure and reputational risk.

As the Russian invasion shifts toward greater focus on Ukraine’s east, expect that the war will become one 
of attrition. Firms should not expect that the sanctions will be lifted soon. The conditions for such easing 
are yet unclear. Credible reports of alleged war crimes underscore the magnitude of the tragedy. 

Meanwhile, firms should evaluate their sanctions exposure through nexuses to, for example, customers, 
suppliers, lenders, and investors, in addition to the potential reputational risk associated with continuing 
to do business in Russia. Many companies will be able to manage the potential short-term loss of goodwill 
resulting from choosing to proceed with operations in Russia, but in the long run companies should consider 
the degree to which the perceived financing of alleged Russian atrocities in Ukraine will be scrutinized; and 
whether entities, particularly financial institutions, that chose to stay in the region will face criticism, even if 
they avoided direct sanctions violations, and to what degree. A wide range of organizations already have gone 
beyond their legal minimum requirements and have made policy decisions to exit their Russian exposures. 

CROs should review the effectiveness of their sanctions compliance programs, including systems, processes, 
capabilities, and training; and engage with stakeholders across the enterprise to understand the risk appetite 
of any continued business in and with Russia. Regulators and auditors alike will be keen to assess these 
controls and risk-based decisions.
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Oil and Gas Markets
Oil and gas companies have seen record cash flows recently due to the turmoil in Ukraine and sanctions 
imposed on Russia, which have driven up the price of oil. Reduced production activity, a focus on reduction 
of greenhouse gas emissions (GHG), and decreasing oil stocks in the United States have provided a catalyst 
for selective divestitures and mid-sized mergers/acquisitions, along with outright asset sales to streamline 
operations and lower the overall cost to support oil and gas operations. Most recently, Royal Dutch Shell, BP, 
and Equinor all announced that they are divesting from Russian oil and gas because of the Russian invasion. 

An increasing number of large oil and gas companies are divesting higher-carbon assets and consolidating 
their oil and gas positions to decarbonize operations and benefit from valuation upsides presented by these 
higher oil prices.

Macroeconomic Environment
In the last quarter, inflationary pressures continued. The annual rate reached 7.9 percent in February, the 
highest since January 1982. The Federal Open Markets Committee, in its most recent minutes, noted that 
there was almost universal agreement to remove policy accommodations that had been made as part of the 
coronavirus response and to begin to reduce the Federal Reserve’s balance sheet.1 As a result, the federal 
funds rate increased by 25 bps, with expectation that rates would continue to rise, pending outcomes of 
price stability and issues surrounding the geopolitical situation.

We anticipate that there will be an impact on credit usage and availability as consumers continue to react 
to the inflationary pressures and the impacts of the geopolitical situation on the US supply chain of fuel, 
food, and other industrial inputs. Banks should monitor borrower performance closely in the current 
volatile markets. 

Climate Risk
Regulatory Environment 
The European Central Bank is conducting a supervisory stress test in the first half of 2022 focused on 
climate risk. The stress test “aims to identify vulnerabilities, industry best practices and the challenges 
faced by banks.” It includes three disparate modules: i) an overarching questionnaire to assess how banks 
are building their climate stress-test capabilities for use as a risk management tool; ii) a peer benchmark 
analysis to compare banks across a common set of climate risk metrics; and iii) a bottom-up stress test 
targeting transition and physical risks.2 These tests likely will be similar to tests being discussed in the 
United States.

The US also saw an increased focus on climate risk from its regulators in Q1 as the Office of the Comptroller 
of the Currency (OCC), Federal Reserve, and Federal Deposit Insurance Corporation (FDIC) continued to 
communicate the need for banks to begin engaging in climate risk management activities, with an emphasis 
on scenario analysis. Thirty-three financial institutions have formed the Risk Management Association’s 
Climate Risk Consortia, including five banks launching the Regional Bank Climate Risk Consortium. The 
group is expected to articulate ways US financial institutions should assess and address climate risk.

On March 30, the FDIC published its draft “Statement of Principles for Climate-Related Financial Risk 
Management for Large Financial Institutions.”3 The FDIC stated that, while all financial institutions 
can be impacted by climate risk, its principles are targeted at those with over $100 billion in total 
consolidated assets.

1 Federal Reserve, “Minutes of the Federal Open Market Committee March 15–16, 2022.” https://www.federalreserve.gov/monetarypolicy/files/
fomcminutes20220316.pdf 

2 European Central Bank, “Information on participation in the 2022 ECB Climate Risk Stress Test” (October 21, 2021). https://www.bankingsupervision.
europa.eu/press/letterstobanks/shared/pdf/2021/ssm.2021_letter_on_participation_in_the_2022_ECB_climate_risk_stress_test~48b409406e.en.pdf 

3 FDIC, “Request for Comment on Statement of Principles for Climate-Related Financial Risk Management for Large Financial Institutions,” 
financial institution letter (March 30, 2022). https://www.fdic.gov/news/financial-institution-letters/2022/fil22013.html#:~:text=The%20FDIC%20
encourages%20financial%20institutions,services%20needs%20of%20their%20communities 



SEC Proposed Disclosures
On March 21, the SEC announced that it would propose rules mandating disclosure from publicly traded 
companies about climate change and associated risks that are similar to those outlined in the Task Force 
on Climate-Related Financial Disclosures (TCFD).4 In line with the proposed rules, public companies would 
be required to report their:

 - Climate risks and their material impacts
 - Governance of climate risks and risk management processes
 - GHG emissions
 - Climate-related financial metrics and disclosures
 - Climate targets, goals, and any transition plans

The proposed rules would be phased in for all registrants, with the compliance date dependent on the status 
of the registrant as a large, accelerated filer, accelerated or nonaccelerated filer, or smaller reporting 
company, and the content of the item of disclosure. The proposed disclosures in annual reports would be: 

Digital Assets 
On March 9, President Biden issued an executive order noting the rapidly changing environment and directing 
the secretary of the Treasury to produce a report on the future of money and payment systems, including 
the conditions that drive broad adoption of digital assets.5 The required report will address the adoption 
of a US central bank digital currency (CBDC). This marks a key step in the administration’s exploration of 
digital assets: not only in potentially creating a US CBDC, but also the overall regulation of digital assets.

On April 7, the FDIC issued a letter requiring FDIC-regulated institutions to notify the FDIC in advance of 
engaging in “crypto-related activities.”6 The FDIC noted it issued the letter on safety and soundness, financial 
stability, and consumer protection grounds. The FDIC appears to be taking a leading role in raising concerns 
over whether institutions have the appropriate understanding of, and therefore controls over, digital assets 
in the rapidly changing and innovating environment.

Banks should ensure that, if they are engaging in crypto-related activities, they have notified their FDIC 
regional office and have appropriately conducted a risk assessment and established controls to monitor, 
measure, and report on the risks associated with these activities.

4 SEC, “SEC Proposes Rules to Enhance and Standardize Climate-Related Disclosures for Investors,” press release (March 21, 2022). https://www.sec.
gov/news/press-release/2022-46 

5 The White House, Executive Order on Ensuring Responsible Development of Digital Assets (March 9, 2022). https://www.whitehouse.gov/briefing-room/
presidential-actions/2022/03/09/executive-order-on-ensuring-responsible-development-of-digital-assets/ 

6 FDIC, “Notification of Engaging in Crypto-Related Activities,” financial institution letter (April 7, 2022). https://www.fdic.gov/news/financial-
institution-letters/2022/fil22016.html#letter 
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Prepared by Joe Sergienko, Christopher Sidler, Joshua Romano, Conor Stanhope, and Charles Trunz
Contact us at 617.925.4091

Registrant Type

DISCLOSURE COMPLIANCE DATE

All proposed disclosures includ-
ing GHG metrics, Scopes 1 and 2, 
but excluding Scope 3

Scope 3

Large accelerated filer Fiscal year 2023 (filed in 2024) Fiscal year 2024 (filed in 2025)

Accelerated filer and 
non-accelerated filer Fiscal year 2024 (filed in 2025) Fiscal year 2025 (filed in 2026)

Smaller reporting company Fiscal year 2025 (filed in 2026) Exempted

Modified from: SEC, The Enhancement and Standardization of Climate-Related Disclosures for Investors, proposed rule, 
RIN 3235-AM87 (March 21, 2022), p. 290. https://www.sec.gov/rules/proposed/2022/33-11042.pdf 
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CE THAT WORKS About BRG
Berkeley Research Group, LLC (BRG) is a global consulting firm that helps leading organizations 
advance in three key areas: disputes and investigations, corporate finance, and performance 
improvement and advisory. Headquartered in California with offices around the world, we are an 
integrated group of experts, industry leaders, academics, data scientists, and professionals working 
across borders and disciplines. We harness our collective expertise to deliver the inspired insights 
and practical strategies our clients need to stay ahead of what’s next.

THINKBRG.COM

Berkeley Research Group, LLC, including its subsidiaries, is not a CPA firm and does not provide audit, attest, or public accounting services. BRG is not a law 
firm and does not provide legal advice. BRG is an equal opportunity employer.

This publication is provided for informational purposes only. The opinions expressed herein are those of the individual authors, and do not represent the 
opinions of Berkeley Research Group, LLC or any of its other employees or affiliates. The information provided herein is not intended to and does not 

constitute legal, financial, investment, accounting, tax, or any other type of professional advice, and should not be relied on as such by any recipient. None of 
the information contained herein should be used as a substitute for consultation with competent advisors


