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In a keynote speech for the COP26 Presidency, then-Chancellor Rishi Sunak set
an ambitious objective to make the UK the “first ever Net Zero-aligned Financial
Centre”. The central tenet of this plan: a new Transition Plan Taskforce (TPT) that
would set the “gold standard” for climate transition plan disclosure, with the

Government moving towards making it a requirement for all UK companies.

The TPT framework delivers this information via its good practice recommendations.
Although a UK Government initiative, the taskforce was made up of a variety of industry professionals.

The UK, alongside many other nations, have signed up to the 2050 net zero pledge. It is understood that the private sector will
drive progress towards achieving the goal, and will therefore need to move quickest, and be under the most scrutiny. However, the
private sector comprises businesses of all shapes, sizes and levels of maturity, hence the TPT is designed to be applicable to all
and allow everyone to start their journey with the appropriate guidance in place.

The TPT guidance has been designed to ensure it aligns with existing guidance produced by the GFANZ as well as building upon
the ISSB standards, see illustration below. The work is designed not to demonise, but support, with the creation of clear and

credible plans.
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Sector-specific Deep Dives X 7 (out for consultation in November)

What does it say?

In simple terms, it tells you how to produce a climate transition plan.

The TPT recommends disclosure of a company’s strategic climate ambition, and most importantly, how this will reflect in its
governance, accountability, operational and financial plans.
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The framework is split into 5 disclosure elements, which are:

1. Foundations

This element is aimed to show the core operations of the business and what its strategic ambition
with regards to climate transition and decarbonisation is. An understanding of the business
model and value chain needs to be detailed, to robustly determine the carbon emissions coming
from operations. This will be key in understanding the approach to net zero, as scope 3 emissions
typically contribute up to 95% of an organisations total emissions.

Finally, assumptions and external factors must be outlined. In the early stages of transition plan
reporting, these will be numerous.

2. Implementation strategy

This section is very much detailed on the business itself. Its operations, products and services and
policies and conditions. The focus being on whether the business understands its current carbon
impact through it’s day-to-day running, and what plans it has to reduce this to achieve net zero
status.

This must tie into financial planning, with a recognition of the financial costs and opportunities
involved in re-orientating operations to a net zero future.

3. Engagement strategy

Here, businesses must focus on the external stakeholders and partners. Engagement with the
value chain, industry, existing stakeholders and all others must be considered, and a plan of how
to gain robust emissions data thought through.

Finally, transition risks such as engagement with Government, public sector bodies, communities
and society as a whole must be thought through and reported.

t. Metrics and targets

The quantitative aspect begins in this disclosure element, as the reality of the carbon impact of
the business, and its pathway to net zero become clear. Financial metrics and targets, alongside
GHG metrics and targets must be reported. Likewise, the usage of carbon credits currently as
well as going forward.

The governance, engagement and operation around this data must be outlined.

5. Governance

The role, competence, experience and know-how of the Boord/monogement of the business, and
how it is guiding its operations are detailed here. The oversight, accountability and reporting
responsibilities of management, as well as the culture and direction it sets towards a net zero
future should be reported. The skills and competencies of management and proof that they can
accurately and competently steer a business into the new reality are key, of course noting that
this is a transition, and therefore identified and targeted future training will be necessary.

Finally, there needs to be evidence that incentives and remuneration of management is tied to a
net zero future, and the right structure is geared towards achieving this.
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Why is it important?

As the global transition to a low carbon economy gathers pace, and importance, investors are demanding more robust and
concise information on how businesses are adapting their operations to achieve ambitious net zero targets.

The TPT aims to provide forward-looking information, allowing investors to be much-better equipped to analyse a business’
prospects, and hence make more efficient investment decisions.

If (more likely when..) the TPT guidance is widely adopted and made a part of mandatory reporting, stakeholders will expect
quality, audit-ready reporting to already be in place. To produce this kind of reporting will be no mean feat, and preparation needs
to begin in earnest, NOW.

What do you need to do

Act, now.

Many businesses of all sizes and industry are producing or actively working on their climate transition plans, to ensure they align
with the UK target of net zero by 2050, at a minimum.

Firstly, the tone needs to be set at the top, and businesses must ensure their Board and/or management team understand the
nature of the challenge, are experienced and competent in what needs to be done, and sets a strategy towards achieving it. This
tone must then flow through the organisation, ensuring all staff are aware that reaching this goal is a part of their remit, and will
require their help.

Collecting the data needed to accurately complete a climate transition plan will need the help of professional advisors and those
experienced in doing this. Businesses must ensure this support is in place, and reporting is up to speed.

Will this make a difference?

All these signs say, yes. This is a groundbreaking framework, developed and supported by the key players in the public and
private sector. It may not be right first time around, but the clear and undisputed direction of travel is towards businesses, of
all sizes and industry, producing a climate transition plan as part of their usual package of financial reporting.

As the UK has been a first-mover, | would expect other jurisdictions to follow, quickly so as not to be left behind, with a globall
baseline emerging as the reporting becomes more commonplace.
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What will good look like?

Look to the the biggest listed, global, firms who are well placed to produce this reporting, and have already invested in the
infrastructure to do so.

A core part of the TPT was to make the framework applicable to businesses of all shapes and sizes, and subsequent education and
awareness raising amongst the SME population will begin. This tells me that everyone will be expected to report, and report well,
with no excuses given for poor disclosure as a result of all the attention the TPT has received.

Can the UK be a global leader?

Yes. Jurisdictions all over the world are grappling with
decarbonisation and how to achieve it, this is no mean
feat with the end game of the Paris commitments in
sight in 2030.

The UK have designed de-facto peer-reviewed and
industry approved model for disclosing decision-useful
climate information which assists all companies on the

road to 2030.

There is always a risk, as is known within ESG circles, of
conflicting global standards confusing companies, but
the TPT is aware of this and has produced a domestic
framework that is already compatible with globall
standards.

For further information on how we can help contact:

Dipak Vashi | qualified as an ACA from KPMG in London, working in the FS
Senior Manager | Business Advisory Audit.

T +441534 885770

! - . Worked for ICAEW in Sustainability, producing guidance and
E Dipak.Vashi@gt-ci.com

technical updates. Sat on Govt panels, fed into consultation

reviews, shaped the standards.

| now work at Grant Thornton Limited (GTL) leading their
Sustainability activities. Writing our internal policy and

reporting, assisting clients with their journey.

This is real to me. | have helped shape the agenda.
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