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Introduction

The Aldersgate Group is an alliance of major businesses, academic institutions and civil society
organisations, which drives action for a competitive and environmentally sustainable UK
economy.” Our corporate members represent all major sectors of the economy and include
Associated British Ports, Aviva Investors, BT, the John Lewis Partnership, Michelin, Nestlé,
Siemens, SUEZ, Tesco, and Willmott Dixon. Aldersgate Group members believe that ambitious
environmental policies make clear economic sense for the UK, and we work closely with
members when developing our independent policy positions.

The consultation, including the full list of questions, is available here.

Questions

Section A: The benefits and use cases of transition plans

1. To what extent do you agree with the assessment of the benefits and use cases of
transition planning set out in Section A? Are there any additional benefits or use cases
for transition plans? Do you have any further insights and evidence on the purpose,
benefits and use cases of increased and improved transition planning — including
economy-wide impacts?

We agree with the consultation’s assessment of the benefits and use cases of transition
planning.

While transition planning is still nascent, there is a growing evidence base that suggests that
such plans add strategic value:

e Data published by Bain & Company and CDP (2023) found that companies with a
climate transition plan achieved decarbonisation rates of 8.3% per annum, compared
to the annual rate of 3.9% among peer businesses without a transition plan.

e Alloyds Banking Group (2024) survey found 68% of institutional investors believe a
company’s transition plan is “important” or “very important” when making an
investment. Similarly, 65% of corporates think that achieving the goals in their transition
plans will make them more competitive.

e A Grant Thornton (2025) survey of mid-sized businesses found that transition plans
have multiple perceived benefits, such as enabling access to finance (80%), explaining
your climate strategy and decision-making with shareholders (84%), and increasing
understanding and buy-in of climate strategy within the business and at board level
(82%).

"Individual recommendations cannot be attributed to any single member and the Aldersgate Group takes full
responsibility for the views expressed.


https://www.gov.uk/government/consultations/climate-related-transition-plan-requirements
https://www.bain.com/insights/accelerating-uk-corporate-decarbonisation/
https://www.lloydsbank.com/assets/assets-business-banking/pdfs/credible-transition-plans.pdf
https://www.grantthornton.co.uk/insights/demystifying-transition-planning/

One additional use-case of transition plans, not mentioned in section A2 or A3 of the
consultation, is the feedback loop that runs through the transition planning ecosystem between
government, finance, and the real economy. This feedback loop is valuable to help decision-
makers understand which levers need to be pulled, and by whom, to accelerate the transition.
As recommended by the TPT, entities should disclose the key assumptions and external factors
on which the plan depends (such as policy and regulatory change, macroeconomic trends like
labour availability and cost of borrowing, or consumer demand). Here, policymakers have the
opportunity to harness the insights from transition plans on the various market barriers or
assumptions, which prevent or are viewed as necessary by entities from progressing towards
net zero, to help support policy development and implementation. This must be used to create
a virtuous cycle where transition plans lead to policy improvements, which then enable entities
to decarbonise further and faster.

We would welcome greater clarity about how feedback from transition plans is considered by
government departments when designing policy. This would also increase the incentive for
companies to set out that feedback clearly.

2. For preparers of transition plans: Does your organisation already produce, or intend to
produce, a transition plan and disclose it publicly?

Many of the Aldersgate Group’s business members have either produced and publicly disclosed
transition plans, with some in their second cycle. Others are in the process of producing their
first transition plans. These include FCA-regulated Financial Institutions and FTSE 100
companies as well as large and mid-sized private companies.

a. [if yes] What specific drivers have motivated your entity to engage in transition
planning?

Aldersgate Group’s business members have identified several key motivations for engaging in
transition planning. These include:

e Operationalising climate and sustainability targets into actionable strategies with a clear
link to the overarching business strategy

e |dentifying and managing climate-related risks to enhance business resilience through
the transition

o I|dentifying and mitigating climate-related financial risks

e Regulatory compliance —such as preparing for mandatory disclosure requirements and
aligning with EU CSRD, which includes established transition plan requirements
following the omnibus amendments

e Meeting shareholder and investor expectations

e (Gaining a competitive edge over peer companies

b. [If yes] Based on your experience, do you have any reflections on the purpose, benefits
and costs (e.g. additional FTE, setup costs, etc) of developing your own transition plan?

Aldersgate Group’s business members commonly report that the process of developing a
transition plan is just as valuable as the final product. Developing a transition plan can help
companies to embed climate transition in their business planning and operational decisions,
integrate the transition into company culture, ensure executive level buy-in, and bring different
departments (e.g., finance, commercial, sustainability, logistics etc) together around a shared



vision of net zero. According to the Phoenix Group, “the discipline and clarity that come from
developing a plan may be one of the most underrated benefits”.

Members have also stressed that transition plans should be seen as an investment proposition.
Setting out a credible transition plan can provide entities with a competitive edge and help
improve access to capital to support investment in the solutions/infrastructure needed to
decarbonise and capitalise on business opportunities. The publication of credible transition
plans can also help alleviate greenwashing concerns, an issue experienced across the economy
but most acutely for hard-to-abate sectors (such as steel, cement, and shipping). A survey
published by Ninety One, for example, found that the most commonly cited barrier to transition
finance is simply a lack of companies with credible and feasible transition plans

There are costs associated with developing a transition plan. An entity, for example, will need to
hire and build internal ESG data teams, deploy software systems, conduct materiality
assessment, and undergo third-party assurance and audits.

However, our members emphasise that these costs are outweighed by the benefits of producing
a transition plan.

c. [if yes] What specific challenges or obstacles (e.g., regulatory, organisational, market-
related, guidance), if any, did or do you face in preparing your transition plan?

The two biggest challenges faced by Aldersgate Group’s business members in preparing a
transition plan are the lack of good quality asset-level emissions data, and the fragmentation of
disclosures.

Insufficient or unavailable reliable, quality data (particularly from supply chains) poses a
challenge, as companies are forced to rely on proxy emissions data. This reliance on proxy data
creates arisk of greenwashing, as entities will be publishing data that is relatively immature and
likely to change in the coming years as methodologies and data evolves. As carbon accounting
and methodologies change, companies may need to revise their baseline, the amount of
emissions in a given historical year against which companies track their performance towards
established emission reduction targets. This carries additional assurance costs and reporting
burden.

The fragmentation of transition plan disclosures across jurisdictions creates a challenge for
businesses. There are key differences, for example, between the EU’s CSRD and the IFRS S2
disclosure standard in terms of materiality focus, mandatory vs voluntary approach, disclosure
format, guidance, and Paris alignment. Overlapping or inconsistent reporting standards across
different regulatory frameworks creates substantial administrative challenges and costs for
companies with cross-jurisdictional reporting requirements.

These challenges are corroborated by polling from Lloyds Banking Group (2024), which suggests
the main challenges corporates face in developing transition plans are: insufficient data;
agreeing on a strategic vision which balances ambition with credibility; limited team capacity
and expertise; the investment required to decarbonise; and translating ambition into long-term
action.


https://www.linkedin.com/pulse/why-transition-plans-could-key-navigating-industrial-strategy-5p9ye/
https://ninetyone.com/en/international/insights/planetary-pulse-2022-beating-the-barriers#:~:text=In%20our%20survey%2C%20the%20most,to%20improve%20their%20investment%20potential.
https://www.lloydsbank.com/assets/assets-business-banking/pdfs/credible-transition-plans.pdf

d. [if yes] Did you make use of the TPT’s materials (now managed by the ISSB), and if so,
how? Were there any challenges in doing so? Are there any further pieces of guidance
or support that you feel would be helpful?

Many business members of the Aldersgate Group have used the TPT’s disclosure framework and
sector guidance documents when developing their own transition plans and have found them to
be a helpful tool. Members have also welcomed recent steps to improve international
operability, including the IFRS Foundation assuming responsibility for the TPT materials and the
establishment of the International Transition Plan Network to support the development of global
norms for transition plans.

Some members, though, have highlighted various challenges of using the TPT’s disclosure
framework. Members have suggested that the guidance: does not adequately reflect nature,
integration of climate risk processes, and climate adaptation; is too detailed or technical to
support their strategic planning; and is relatively static year-to-year as it recommends transition
plans are updated every three years.

As an alternate to the TPT disclosure framework, some members have used other guidance to
help develop their transition plans, such as the IGCC’s (2021) Net Zero Framework and GFANZ’
(2022) Financial Institution Net-zero Transition Plans: Fundamentals, Recommendations, and
Guidance. According to GFANZ, more than 500 major financial institutions representing over
$100 trillion in balance sheets have now voluntarily developed independent transition plans
using the GFANZ framework. Similarly, the IIGCC claims its Net Zero Investment Framework is
the “most widely used guide by investors to set targets and produce related net zero strategies
and transition plans”.

e. [If no]If no, what are the main barriers preventing your organisation from developing a
transition plan? Please provide any evidence where available to support your answer.

SME members of the Aldersgate Group have highlighted that, at present, the resources and
expertise required to develop a transition plan outweigh the value they could draw from it.
Members did express, however, an interest in exploring how they could develop an SME/light
transition plan in the future, using the TPT considerations on SMEs and transition plans
guidance document.

3. For users of transition plans: How do you use transition plans? E.g. if you are an
investor, do you use transition plans to inform your investment strategy (both in terms
of how you identify opportunities where to invest, and how you identify, manage and
assess risks to investment portfolios)

Financial Institutions (Fls) within the Aldersgate Group’s membership have reported that they
use transition plans to strategically consider climate and sustainability in their capital
allocation, stewardship, and risk management decisions.

On investment stewardship, in particular, some of our Fl members have encouraged their
investee companies to produce transition plans. In 2023, for example, Aviva Investors’ annual
letter to company chairpersons set out an expectation for “all companies to develop and
publish robust and financially viable climate transition plans that will support the
decarbonisation of economies in a socially just and inclusive manner”. Transition plans enable
investors to assess how credible a company’s climate strategy is based on the preparer’s
understanding of its dependencies, proposed mitigating actions and ambition on transition.



https://www.iigcc.org/net-zero-investment-framework
https://www.gfanzero.com/our-work/financial-institution-net-zero-transition-plans/
https://www.gfanzero.com/our-work/financial-institution-net-zero-transition-plans/
https://www.gfanzero.com/press/2025-new-year-update-from-gfanz-secretariat/#:~:text=To%20close%20the%20action%20gap,and%20developing%20countries%20(EMDCs).
https://www.iigcc.org/net-zero-investment-framework
https://itpn.global/wp-content/uploads/2024/11/SMEs-1.pdf
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2023/01/company-chairpersons/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2023/01/company-chairpersons/

This should lead to continuing access to capital and underwriting as transition risks are
identified and mitigated.

4. Do you have any reflections on the additional costs and challenges of using transition
plans? Please provide evidence where available to support your answer.

N/A

5. Doyou have any reflections on how best to align transition plan requirements with
other relevant jurisdictions?

Several recent positive steps are driving forward the international operability of transition plan
requirements. This includes the growing global adoption of the IFRS Foundations’ sustainability
disclosure standards (including in the UK through the SRS) as well as the IFRS Foundation’s
announcement in June 2024 to assume responsibility for the TPT’s disclosure-specific
materials.

As the UK continues to develop its domestic approach, it will be important to work with like-
minded partners (such as the International Transition Plan Network), international
organisations, and standard settings (in particular the IFRS Foundation) to advocate for greater
standardisation and global alighment in transition plan expectations and frameworks.

The UK government should also engage closely with the EU as it reviews transition plan
disclosure requirements under the CSDDD and CSRD through the Omnibus simplification
package.

Section B: Implementation options

6. What role would you like to see for the TPT’s disclosure framework in any future
obligations that the government might take forward? If you are a reporting entity,
please explain whether you are applying the framework in full or in part, and why.

We think the government should refer entities to the TPT disclosure framework when developing
their transition plans, but should not make it the baseline for any future government obligations.

While many of our business members have used the TPT’s disclosure framework and sector
guidance documents when developing their own transition plans, others have used alternative
guidance to develop their transition plans — such as the IIGCC’s Net Zero Framework (2021) and
GFANZ’ (2022) Financial Institution Net-zero Transition Plans: Fundamentals,
Recommendations, and Guidance.

Some challenges raised by members with the TPT’s guidance include that it: does not
adequately reflect nature, integration of climate risk processes, and climate adaptation; is too
detailed or technical to support their strategic planning; and is relatively static year-to-year as it
recommends transition plans are updated every three years.

Baselining the TPT’s disclosure framework in any future obligations may help improve the quality
and comparability of transition plans, as the IFRS assumed responsibility for the disclosure-
specific materials in October 2024. However, it should be noted that other jurisdictions have not
required TPT-aligned disclosures. The EFRAG’s draft implementation guidance for transition
plans for climate change mitigation, for example, acknowledges the TPT’s guidance as a


https://www.iigcc.org/net-zero-investment-framework
https://www.gfanzero.com/our-work/financial-institution-net-zero-transition-plans/
https://www.gfanzero.com/our-work/financial-institution-net-zero-transition-plans/
https://www.efrag.org/system/files/sites/webpublishing/Meeting%20Documents/2410151235139050/04-02%20-%20Transition%20Plan%20IG%20V1.7.5.pdf
https://www.efrag.org/system/files/sites/webpublishing/Meeting%20Documents/2410151235139050/04-02%20-%20Transition%20Plan%20IG%20V1.7.5.pdf

“valuable reference point for approach to disclosing on transition plans” but notes
“undertakings are not required to be familiar with it when reporting under the ESRS”.

The UK government should provide entities with the flexibility to choose to follow the guidance
they think is most relevant and appropriate for their business.

7.

[Climate mitigation] To what extent do the requirements in the draft UK SRS S2 provide
useful information regarding the contents of a transition plan and how an entity is
preparing for the transition to net zero? If you believe the draft UK SRS S2 does not
provide sufficient information, please explain what further information you would like
to see.

N/A

[Climate adaptation and resilience] To what extent do the requirements in the draft UK
SRS S2 provide useful information regarding the contents of a transition plan and how
an entity is adapting and preparing for the transition to climate resilience? If you
believe the draft UK SRS S2 does not provide sufficient information, please explain
what further information you would like to see.

N/A

Section B1: Developing and disclosing a transition plan

9.

What are the most important, decision-useful elements of a transition plan that the
government could require development and/or disclosure of? Please explain why and
provide supporting evidence.

Business members of the Aldersgate Group believed the following elements of climate-related
transition plans were the most important and decision-useful:

e Business emissions trajectory. Members highlighted that information on current
emissions, emissions trends, analysis on likely future emissions trajectory,
dependencies for future emissions reductions, and/or specific climate pathway
alignment is key to properly understanding an entity’s position on its journey to net zero.
As part of this, entities should reflect how current and planned business strategies will
respond to deliver emissions pathways.

e Capital Expenditure (CapEx). As an investor, a company’s current and future capital
expenditures provide insight into how they will resource or plan to resource its activities
to achieve the strategic ambition of its transition plan. CapEx can also highlight where
companies are already transitioning — for example, if companies have higher green
CapEx compared to current green revenue. Some real economy members, however,
expressed concerns about publishing commercially sensitive financial information, like
plans for capital expenditure, major acquisitions and divestments, and joint ventures.

e Assumptions and external factors. Disclosing an entity’s key assumptions and external
factors on which the plan depends (such as policy and regulatory change,
macroeconomic trends like labour availability and cost of borrowing, or consumer
demand), can support investors to assess how credible a company’s climate strategy is.
Additionally, this information is not well captured within existing documents (such as
financial statements or investor presentations).



In accordance with the IFRS S2 standard, the UK government should require entities to disclose

Stakeholder engagement. How a company plans to identify, assess, and manage the

impacts and dependencies of the transition plan on its stakeholders (e.g., its workforce,
value chain counterparts, and customers) is important information for investors, and is

not currently available from existing reporting requirements such as TCFD reporting.

a transition plan that includes information on: key assumptions and dependencies; plans to

achieve targets; resourcing and responding to climate-related risks and opportunities; progress

against previous reported plans; direct and indirect mitigation and adaptation efforts; and

changes to business model. This information is essential to ensure that a transition plan is both
useful and comparable. Beyond this, entities should have the flexibility to decide on the level of
detail of their disclosures and whether they report on additional information, as recommended

by guidance documents available.

10. Please state whether or not you support Option 1, which would require entities to
explain why they have not disclosed a transition plan or transition plan-related
information. Please explain the advantages and disadvantages of this option.

We favour a hybrid approach, whereby the government initially requires entities to explain why
they have not disclosed a transition plan (Option 1), with a clear roadmap towards requiring
entities to develop a transition plan and disclose it (Option 2).

We believe this approach mitigates the key risks associated with Option 1 (outlined below). In

particular, Option 1 may have only a limited impact on the uptake of transition plans across the

economy, which could slow momentum and restrict the availability and comparability of

sustainability-related financial information.

Business members of the Aldersgate Group highlighted benefits and risks to Option 1.

Benefits:

Risks:

Aligns most closely with international frameworks. The IFRS S2 standard requires
entities to provide information about a transition plan if it has one. Similarly, the EU
CSRD asks companies to disclose their transition plan or explain otherwise. Option 1
provides consistency with international frameworks, which may help to reduce
administration costs for companies with cross-jurisdictional reporting requirements.
Provides entities with flexibility. Option 1 would create space for market leaders to
demonstrate best practice; while enabling smaller entities (or entities that believe a
transition plan requirement is not material or relevant to their operations or business
model) to focus resource on implementation rather than reporting processes by
explaining to investors and the wider market why disclosures would not bring them
benefits.

Limited transition plan coverage across the economy. While Option 1’s ‘comply or
explain’ approach would require entities to develop and publish a transition plan or
provide a clear and reasonable explanation why they haven’t, it is essentially voluntary



compliance. Option 1, therefore, has a higher likelihood of resulting in patchy transition
plan coverage across the economy, with inconsistency across sectors and companies.

e [imited effectiveness. Weaker transition plan coverage across the economy would limit
the availability, comparability, and transparency of sustainability-related financial
information to investors, lenders, insurers, and policymakers. Additionally, emissions
intensive companies and Financial Institutions, or entities exposed to high levels of
physical and transition risk, could choose not to publish a transition plan.

e Slow down transition planning momentum in the UK. A survey by EY has highlighted that
UK companies have made better progress than their European and global competitors
in climate transition planning and disclosure. There is a risk that Option 1 sends the
wrong signal to financial institutions and corporates about the importance and value of
transition plans. This could inadvertently slow down plans by companies already in the
process of producing transition plans and risks creating an unlevel playing field between
those choosing to disclose plans and those choosing not to.

11. Please state whether or not you support Option 2, which would require entities to
develop a transition plan and disclose this. Please further specify whether and how
frequently you think a standalone transition plan could be disclosed, in addition to
transition plan-related disclosure as part of annual reporting. When responding, please
explain the advantages and disadvantages of this option.

We favour a hybrid approach, whereby the government initially requires entities to explain why
they have not disclosed a transition plan (Option 1), with a clear roadmap towards requiring
entities to develop a transition plan and disclose it (Option 2).

To maximise the benefits and use cases of transition plans (see answer to Q1), transition plans
need broad coverage across the economy to increase the availability and comparability of
sustainability-related financial information.

As outlined below, there are risks associated with Option 2 such as the cost of compliance and
divergence from international frameworks. We believe the government and regulators can help
mitigate these risks by providing entities sufficient flexibility to shape their transition plans in
ways that are most appropriate and relevant to their business. This includes the ability to define
their own pathways and targets (see answer to Q17), choose the guidance they align with (see
answer to Q6), and determine how climate adaptation and nature are incorporated into their
plans (see answers to Q21 and Q23). A staged approach would also give entities in scope,
particularly those in sectors or industries where transition planning is still nascent, sufficient
lead-time to prepare and resource accordingly for any future mandatory requirement.

Business members of the Aldersgate Group highlighted benefits and risks of Option 2.

Benefits:

e Increased transition plan coverage across the economy. Requiring Financial Institutions
and large corporates to prepare and disclose transition plans would create a level-
playing field and fair competition for entities that have previously voluntarily prepared a
transition plan.


https://www.ey.com/en_uk/newsroom/2024/12/uk-businesses-lead-way-with-climate-transition-planning-disclosures

e Provide a holistic picture of how the UK economy will decarbonise. Option 2 will provide
investors, lenders, insurers, and policymakers with crucial feedback on real economy
decarbonisation. Given accelerating climate impacts, building up a credible picture of
which entities are strategically prepared for the transition is essential for government
and investors.

e Support investors to incorporate climate into their investment decision making. Option 2
would increase the availability, comparability, and transparency of sustainability-related
financial information to investors, supporting financial institutions to strategically
consider climate- and sustainability-related risks in their business and investment
planning, supporting a better-informed price formation and risk assessment process. It
would also help institutional investors with their stewardship engagement, as they can
only encourage investee companies to publish transition plans.

Risks:

e Costofcompliance. The compliance cost for mandatory transition plan disclosure
could be significant, requiring entities to hire and build internal ESG data teams, deploy
software systems, conduct materiality assessment, and undergo third-party assurance
and audits.

e Risk oftick-box compliance. There is a risk that Option 2 increases the amount of
sustainability-related mandatory disclosures without meaningfully increasing decision-
useful information above and beyond Option 1.

e Divergence from international frameworks. Option 2 goes beyond current disclosure
frameworks internationally, such as IFRS S2 and the EU CSRD, which risks adding
complexity and cost for companies with cross-jurisdictional reporting requirements.

Disclosing standalone transition plans, which can be referred to in annual reports, allows
entities to provide more detail on the material information included in the entity’s general
purpose financial report and communicate more clearly the nuances of the strategy. We
support the TPT’s recommendation that entities update their standalone transition plan
periodically, either when there are significant changes to the plan or, at the latest, every three
years. Initially, standalone transition plans may need to be updated more frequently as data and
methodologies evolve.

12. If entities are required to disclose transition plan-related information, what (if any) are
the opportunities to simplify or rationalise existing climate-related reporting
requirements, including emissions reporting, particularly where this may introduce
duplication of reporting? These responses will support the government’s review of the
non-financial reporting framework.

Whilst there can sometimes be a perception that the UK's high governance standards can
hinder competition, itis also true that these high standards sometimes attract businesses due
to the higher safeguards. We believe the key is to balance any future transition plan
requirements, so they are useful and meaningful, but not overly onerous.



There are opportunities to simplify existing climate-related reporting requirements. For
example, if the FCA were to implement UK SRS-aligned reporting first, the government and
regulators should consider offering relief from the Climate-Financial Disclosures requirements
to prevent listed companies having to report on both.

Similarly, large UK companies are required to provide information on their emissions (Scope 1, 2
and 3) in several different places. This includes Streamlined Energy and Carbon Reporting
(SECR) regulations, TCFD-aligned disclosures, voluntary standards (like CDP), and through the
future UK SRS standards and any future transition plan requirement. This could be streamlined
to avoid duplicating information.

Pension funds

13. How do you think any new transition plan requirements should integrate with the
existing requirements in UK law for some larger schemes to produce TCFD reports and
to calculate the portfolio alighment metric?

N/A

14. To what extent does your pension scheme already produce transition plans? What are
their intended purposes, what information do they draw on, and what challenges have
you encountered in developing them?

N/A

Section B2: Mandating transition plan implementation

15. To what extent do you support the government mandating transition plan
implementation and why? When responding, please provide any views on the
advantages and disadvantages of this approach.

We do not support mandatory transition plan implementation. The government’s role should be
limited to setting disclosure expectations for transition plans and not enforcing operational
decisions for individual companies. Requiring the publication of a transition plan should be
sufficient to place the onus on entities — such as boards of directors and executive management
teams - to execute the plan to the best of their ability.

Mandating implementation could also produce unintended consequences. For example, it
could discourage companies from disclosing ambitious transition plans, owing to liability
concerns over their ability to meet their plan’s ambitions. Equally, mandating implementation
could result in transition plans being seen as a tick-box compliance exercise, rather than a
strategic one.

A more pragmatic approach would be for government and regulators to require entities to report

on their progress against the plan, with an explanation of where targets are off track and
required further action.
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16. In the absence of a legal requirement for companies to implement a plan, to what
extent would market mechanisms be effective mechanisms to ensure that companies
are delivering upon their plan?

The ability of market-based mechanisms to ensure that companies are delivering on their
transition plans is limited.

Transition plans, however, should not be seen as the only tool in supporting
firm-level emissions reductions and mobilising investment into green and transition sectors.

Government policy has a far more powerful role to play in encouraging companies to deliver
upon their plans. The government should put in place the necessary policy measures to shift
economic incentives in support of the achievement of national ambitions in the UKNDC,
National Biodiversity Strategy and Action Plan (NBSAP), the Climate Change Act, and the
Environment Act.

Section B3: Aligning transition plans to net zero by 2050

17. What do you see as the potential benefits, costs and challenges of government
mandating requirements for transition plans that align with Net Zero by 2050, including
the setting of interim targets aligned with 1.5°C pathways? Where challenges are
identified, what steps could government take to help mitigate these?

Transition plans are an important tool to help deliver a credible and robust transition to a Paris-
aligned future. As recommended by the TPT, transition plans must be ambitious and reflect the
urgency to act.

Our business members, however, highlighted various implementation challenges in alighing
plans with Net Zero by 2050, including the setting of interim targets aligned with a 1.5C
pathway:

e Sectoral differences. In hard-to-abate sectors, such as foundation sectors, emissions
reductions will only occur when major technologies like CCUS are deployed at scale. As
a result, some sectors and industries might see a significant fall in emissions in the final
10-years of the net zero transition.

e Jurisdictional differences. Setting time limited targets may prove challenging for UK
companies operating in other jurisdictions with different timescales than the UK, as well
as multinational companies bridging both.

e [ack of clear definitions. Members noted broader issues around definitions of net zero,
which would need to be clarified for the purpose of transition planning.

o Limited ability to influence. There is a preference for benchmarking to be net-zero or
emissions based, rather than temperature based as firms can exercise a degree of
control over their emissions profile but not over global temperature outcomes. Equally,
members highlighted that companies will be unable to decarbonise their value chain
emissions before 2050 without enabling government policy and substantial
international investment to develop low-carbon aviation and shipping fuels, cement,
steel and other products at a competitive price.

e Risk of unintended consequences. One member suggested that mandatory alignment
requirements could incentivise entities to pursue a strategy of ‘paper decarbonisation’,
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whereby an entity decarbonises their balance sheet in a way which does not necessarily
contribute to greening the economy, for example, divesting from high-carbon assets.

On balance, reflecting on these challenges, we believe the government should introduce a
requirement for entities to disclose how aligned their transition plan is with net zero by 2050,
including science-based interim targets. This approach would allow entities the flexibility to
determine their own pathway and target and provide entities another opportunity to explain their
dependencies and needs (e.g., what conditions must stay the same and what must change for a
company to make progress on their emissions reductions goals).

There is arisk that companies use dependencies to deflect responsibility. It is important that
dependencies are explained in sufficient detail. The Exponential Roadmap Initiative, for
example, highlighted how one transition plan described the expansion of regenerative
agriculture as a key lever in their sustainability strategy, but failed to explain to external
stakeholders what factors must stay the same and what must change (e.g., whether education
programmes for farmers should be expanded or whether support payments to farmers for
conversation efforts need to be continued).

18. Which standards and methodologies are effective and reliable for developing and
monitoring climate-aligned targets and transition plans, in particular those that are
aligned with net zero or 1.5°C pathways? Where possible, the government would
welcome evidence from entities that have used such methodologies, explaining how
they have arrived at that conclusion.

N/A

19. What are the unique challenges faced by hard-to-abate sectors in setting and achieving
targets in transition plans aligned to net zero by 2050 - including interim targets? What
methodologies or approaches would enable transition planning to support hard-to-
abate sectors to achieve net zero by 2050?

One challenge that hard-to-abate sectors face in setting and achieving targets aligned to net
zero by 2050 (including interim targets) is that, unlike other sectors, they are uniquely
dependent on enabling infrastructure and government policy.

A good case in point is cement. Sixty percent of cement’s emissions come from the process of
calcination (the chemical process of converting limestone into lime when making clinker),
meaning that even if the kilns were fully electrified with zero-carbon power, most emissions
would still remain. Decarbonising cement production, therefore, is reliant on a range of factors
including: the availability of CCUS and low-carbon Supplementary Cementitious Materials
(SCM) at scale; shipping and rail freight decarbonisation; development of hydrogen networks;
and the pace of electricity grid decarbonisation. Green cement also carries a cost premium,
currently making it unattractive compared to higher carbon cement. Here, government policy
can help create demand for low-carbon industrial products by using levers such as low-carbon
product procurement and product standards, and support cost reductions through economies
of scale and learning-by-doing.

As a result, decarbonisation in hard-to-abate sectors will only occur when major technologies

like CCUS are deployed at scale. Flexibility in target-setting, therefore, is essential. Members
have suggested hard-to-abate sectors should use IEA Net Zero or GCCA Cement Technology
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Roadmap, rather than standard ‘energy decarbonisation’ curves. Additionally, members have
suggested interim targets should be based on deployment events rather than on emissions
intensity. For example, deploying pilot CCUS at plant X.

20. For entities operating in multiple jurisdictions, what are your views on target setting
and transition planning in global operations and supply chains?

Our members would welcome greater clarity on level of disclosure expected for subsidiaries of
Group entities whose parent produces a transition plan aligned to the requirements of another
jurisdiction.

Section B4: Climate adaptation and resilience alignment

21. What is your view on the role of climate adaptation in transition plans? Is there a role
for government to ensure that companies make sufficient progress to adapt, through
the use of transition plan requirements?

There is a broad agreement within the Aldersgate Group’s business membership that adaptation
is an essential component of a holistic climate strategy, as climate adaptation measures can
help to mitigate climate-related risks.

In the context of transition plans, most of our business members agree that entities should be
encouraged - but not immediately obligated —to integrate adaptation and resilience into
transition plans. It was suggested that the government should adopt an escalator approach,
whereby entities are initially expected to integrate adaptation within their transition plans on a
comply or explain basis.

Any climate adaptation section within a transition plan should complement the scenario
analysis required by UK SRS S2 to “understand the resilience of the entity’s strategy and
business model to climate-related changes, developments and uncertainties, taking into
consideration the entity’s identified climate-related risks and opportunities”. Here, there is a risk
of duplication.

One member noted that it can be challenging to coherent link all the information into one plan,
particularly regarding adaptation and resilience, nature, and just transition. The suggested
escalator approach would provide some flexibility to entities who are navigating these
challenges.

22. How can companies be supported to undertake enhanced risk planning in line with a
2°C and 4°C global warming scenario? Are these the right scenarios? To what extent are
these scenarios already being applied within company risk analysis and how helpful
are they in supporting companies in their transition to climate resilience?

N/A
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Section B5: Nature alignment

23. To what extent do you think that nature should be considered in the government’s
transition plan policy? What do you see as the potential advantages and
disadvantages? Do you have any views on the potential steps outlined in this section to
facilitate organisations transitioning to become nature positive?

Given the connectedness of the climate and biodiversity crises, there is a broad agreement
within the Aldersgate Group’s business membership that nature is an essential component of a
holistic climate strategy.

In the context of transition plans, most of our business members agree that entities should be
encouraged - but not immediately obligated - to integrate nature into transition plans. It was
suggested that the government should adopt an escalator approach, whereby entities are
initially expected to integrate nature within their transition plans on a comply or explain basis.

This escalator approach ensures that reporting remains proportionate given that nature-related
financial disclosure (such as TNFD) is nascent and the complex challenge in gathering and
interpreting nature-related data. Additionally, one member noted that it can be challenging to
coherently link all the information into one plan, particularly regarding adaptation and
resilience, nature, and just transition.

Section B6: Scope

24. Do you have any views on the factors the government should consider when
determining the scope of any future transition plan requirements?

Many Aldersgate Group business members remarked that future transition plan requirements
should emulate the successful rollout of Climate-related Financial Disclosures (CFD).

In 2020, HM Treasury published A roadmap towards mandatory climate-related disclosures
document which clearly set out when CFD requirements would be rolled out to different
economic actors, by whom, and how (e.g., regulatory action or legislative measure). These
disclosures started with large occupational pensions schemes, banks, building societies and
insurance companies, and premium listed companies in 2021, before widening to smaller
occupational pension schemes, large UK-authorised asset managers, life insurers, and FCA-
regulated pension providers, largest UK-registered companies, and standard-listed companies
in 2022. This roadmap provided clarity to companies (public and private) and Financial
Institutions on when they will come into scope, enabling them to prepare and resource
accordingly, and helped alleviate SME concerns.

The transition to net zero necessitates a whole of economy approach. Requiring UK-regulated
financial institutions and FTSE 100 companies to publish transition plans, as committed in the
Labour party manifesto, omits a significant part of the business community — both in terms of
size and emissions intensity. This approach also limits the availability, comparability, and
transparency of information available to investors, creates a risk of ‘regulatory arbitrage’ where
financing for high-carbon industries is channelled into private markets, and puts listed
companies at a competitive disadvantage,
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We believe CFD requirements are a logical and familiar place to start when deciding the scope
of any future transition plan requirement. CFD reporting requirements apply to the companies
with over 500 employees and are: traded, banking, insurance or AIM companies; or private
companies of Limited Liability Partnerships, with turnover exceeding £500 million. As part of
this, the government and regulators must ensure that requirements for Financial Institutions
and companies are properly sequenced. With previous reporting requirements, both in the UK
and EU, Financial Institutions and real economy companies have had to report at the same time
which creates a data lag — whereby the financial institutions must make an educated guess
using proxy data. With the EU Green Taxonomy, for example, analysis of the EU’s 100 largest
companies found that financial companies are reporting the taxonomy eligibility of their assets
at 60%, compared to non-financial companies who are reporting that just 37% of their turnover
of their turnover is taxonomy eligible. The government and regulators must properly sequence
requirements to enable the flow of information through the value chain.

An alternative approach to scope, as suggested by a few of our business members, would be to
apply a materiality lens and require transition plans where they would add most value. This
could be high-emitting sectors, industries exposed to considerable physical and transition risk,
influential sectors (like the financial sector), or recognisable consumer-facing brands.

25. We are interested in views about the impact on supply chains of large entities that may
be in scope of transition plan requirements. Do you have views on how the government
could ensure any future requirements have a proportionate impact on these smaller
companies within the supply chain?

Itis likely that a transition plan requirement would have a trickle-down effect through supply
chains. To set and achieve targets in climate transition plans, larger entities will need to request
data from smaller suppliers and the supply chain to calculate their Scope 3 emissions, measure
and manage their sustainability performance, identify risks, and design a targeted engagement
strategy.

One Aldersgate Group member expressed concern that the growing capacity gap between large
and small suppliers could influence supplier selection decisions in future, disadvantaging
smaller companies who may lack the expertise and resources to deal with numerous and varied
sustainability data requests from large corporates and financial institutions.

The government and regulators can help support smaller companies within the supply chain by
offering greater guidance, for example through local Net Zero Hubs, encouraging the adoption of
the UK SME Voluntary Emissions Standard, as well as continuing to support initiatives like
Bankers for Net Zero’s Project Perseus — which seeks to create a model for more automated
emissions reporting for SMEs. Ideally, the format and approach to data submissions by SMEs to
large corporates should be consistent — this would significantly reduce the burden of effort
involved.

26. Do you have any views on how the government could redefine the scope to protect the
competitiveness of the UK’s public markets?

Requiring UK-regulated financial institutions and FTSE 100 companies to develop transition
plans, as committed in the Labour party manifesto, excludes a significant portion of the
business community — large private companies — both in terms of size and emissions intensity.
This additional reporting requirement for listed companies could further disincentive others,
both domestic and international, from listing on the London Stock Exchange.
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To mitigate this, any future transition plan requirement set by government and regulators should
include large private companies in scope. Many of our business members have stated that CFD
requirements are a logical and familiar starting place for a transition plan requirement. That
scope is companies with over 500 employees which are: traded, banking, insurance or AIM
companies; or private companies of Limited Liability Partnerships, with turnover exceeding
£500 million. Adopting this approach would help to create a level playing field between public
and private markets, supporting the government’s objective of maintaining the competitiveness
of the UK’s public markets.

Section B7: Legalrisk

27. Do you have views on the legal implications for entities in relation to any of the
implementation options and considerations as set out in sections B1-B4 in this
consultation?

Most the Aldersgate Group’s business members consider that the existing rules on disclosure of
information are sufficient to mitigate the risks of legal liability of forward-looking transition
targets and action plans. Ensuring a reasonable basis for the measures set out in the plan,
regular reporting of progress, and an undertaking to share any material changes to ambition
should be adequate to alleviate any concerns around legal risk.

This view aligns with the recently published legal opinion by Erskine Chambers which
concluded that a “requirement that companies disclose a CRTP is not likely to result in a
materially heightened liability risk for companies and directors” given the safe harbours that
already exist under the current law (such as Section 463 of Companies Act 2006). Additionally,
the opinion stated that “there are likely to be advantages for directors and companies flowing
from compliance with a requirement to publish a CRTP”.

Should the government require entities to publish a standalone transition plan document, the
government would need to existing levels of liability (known as the ‘recklessness standard’) as
Section 463 of Companies Act 2006 applies to the strategic report, the directors’ report, and the

directors’ remuneration report.

28. In the UK’s wider legal framework what - if any - changes would be necessary to
support entities disclosing transition plans and forward-looking information?

N/A

Section C: Related policy and frameworks

29. What role could high integrity carbon credits play in transition plans? Would further
guidance from government on the appropriate use of credits and how to identify or
purchase high quality credits be helpful, if so, what could that look like?

N/A
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30. Are there specific elements of transition plan requirements or broader policy and
regulatory approaches from other jurisdictions that the government should consider?

N/A

31. How can transition planning contribute to achieving the UK’s domestic net zero targets
while ensuring it supports sustainable investment in emerging markets and developing
economies (EMDEs), where transition pathways may be more gradual or less clearly
defined?

N/A

32. How could transition planning account for data limitations, particularly in EMDEs,
where high-quality, comparable sustainability reporting may be less available?

N/A

33. What guidance, support or capacity building would be most useful to support effective
transition planning and why? For respondents that have developed and/or published a
transition plan, what guidance, support or capacity building did you make use of
through the process? Please explain what additional guidance would be helpful and
why?

The government and regulators can support Financial Institutions and corporates with their
transition planning in several ways.

First, they can set out a clear and iterative roadmap for transition plan requirements. This
should mirror the roadmap HM Treasury published for CFD requirements in 2020, which set out
when requirements would be rolled out to different economic actors, by whom, and how (e.g.,
regulatory action or legislative measure). Publishing a roadmap like this will provide clarity to
companies (public and private) and Financial Institutions on when they will come into scope,
enabling sufficient lead time to prepare and resource accordingly.

Second, they can undertake interoperability mapping exercises to highlight the differences and
points of similarity between the UK and other jurisdictions’ corporate sustainability reporting
frameworks. Comparison exercises have been carried out previously by the TPT and the
Exponential Roadmap Initiative. Regularly updated guidance would help support companies
with cross-jurisdictional reporting requirements.

Third, they can provide more clarity about how a transition plan disclosure requirement would
affect parent companies with a UK-based subsidiary. One view within the Aldersgate Group is
that where a UK-based subsidiary can demonstrate thatitis included in a Group transition plan,
this should be considered an acceptable level of disclosure and separate country specific plans
should not be mandated.

Finally, they can issue more guidance and support to SMEs. While SMEs should not be in scope
of any future transition plan requirement, it is likely that requests for data will trickle down the
supply chain. One Aldersgate Group member expressed concern that the growing capacity gap
between large and small suppliers could influence supplier selection decisions in future,
disadvantaging smaller companies who may lack the expertise and resources to deal with
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numerous and varied sustainability data requests from large corporates and financial
institutions.
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