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Executive summary

Net Zero or climate-related transition plans (referred to as ‘transition plans’ in this report) lay out an
entity’s targets and actions as it transitions towards net zero greenhouse gas emissions. Transition
plans can assist organisations to:

e identify and respond to climate change risks and opportunities in a structured and strategic way
e disclose information on their response to customers, investors and other stakeholders.

While some organisations have been integrating climate change considerations into their planning
and public disclosure processes for many years, the focus on transition plans has received
heightened attention as many more organisations announce net zero targets and their stakeholders
seek information on how those targets will be achieved.

There are various transition planning frameworks, guidance materials and approaches in place or
under development internationally and in Australia. At this time however, there is no agreed
standard that articulates how transition plans should be developed, what content they should
include and how they should be communicated to stakeholders.

Acknowledging the growing importance of transition plans, in August and September 2023, the
NSW Office of Energy and Climate Change (OECC) and the NSW and Commonwealth Treasuries
hosted four online consultation workshops with representatives from government jurisdictions,
industry (peak bodies and selected businesses), the financial sector and regulators.

The aim of the workshops was to explore whether a nationally consistent approach to transition
planning is needed, what guidance would assist organisations and how efforts can best be
coordinated.

The workshops highlighted that there is a very clear need for transition plan guidance and the
development of such guidance depends upon a strong understanding of what ‘transition” means at
the economy-wide, sectoral and entity levels. Definitions and approaches to developing transition
plans continue to emerge and it is important that any guidance that is developed considers a
number of key principles and considerations.

The key principles and considerations that emerged from the workshops are:

1. Guidance should acknowledge that entity-level transition plans support economy-wide
transitions to net zero in multiple ways

Discussions with participants throughout the workshops confirmed that transition planning and the
disclosure of plans at an entity level are essential to support efficient and timely progress towards
net zero. Participant input highlighted that transition plans are important to and used by
stakeholders in different ways. For example:

e entities develop internally focused transition plans as part of their planning processes to identify
climate-related risks and opportunities and inform the development of policies, goals and
targets. They also use modified versions of internal transition plans for public disclosure to
inform stakeholders of their actions and progress towards net zero

e financial institutions draw on publicly available transition plans to inform their investment
decisions and to develop their own transition plans

e government departments provide support for transition plans to assist entities to improve their
approach to climate risks and opportunities and to inform policy development



e regulators use transition plans to assess alignment with climate-related regulatory priorities. For
example, consistent with other EPAs the NSW EPA will progressively require and support
licensees to prepare, implement and report on climate change mitigation and adaptation plans.

The multiple uses of transition plans suggest that as guidance is developed it is important to be
clear on which aspect and ‘use case’ of transition planning the guidance intends to support. The use
of surveys prior to the development of guidance can help to ensure that it is appropriately targeted
for the intended user group.

2. Guidance should recognise the tension between flexibility and standardisation of transition
plans

Organisations developing plans highlighted that there are a range of competing stakeholder
priorities and complex decisions that inform targets, trajectories, actions and capital allocation. It
can be challenging to communicate these complexities in a standardised way.

On the other hand, financial institutions highlighted the difficulties in comparing transition plans
from different organisations and across multiple sectors. To attract the capital flows required to
accelerate progress towards net zero at an economy level, streamlined approaches and
assessments are required.

In practice, balancing flexibility and standardisation is not an ‘either/ or’ proposition. It needs to be
carefully considered as guidance is developed and with consideration of the way in which the
guidance is intended to be used.

3. Data availability and quality is an ongoing challenge and should be acknowledged

Participants highlighted that while emissions data amongst larger businesses - particularly those
with obligations under the NGER Act (2007), has improved significantly in recent years, significant
data gaps remain in smaller businesses. There is concern in some sectors, such as agriculture, that
limitations in measurement methodologies remain. It was suggested that guidance is needed to
assist organisations (particularly those with a high proportion of Scope 3 emissions, such as
financial institutions) to effectively communicate data limitations and how they are managing those
limitations.

4. Skill gaps and shortages can slow the development and impact of transition plans

Skill gaps and a shortage of skilled workers was identified as a significant challenge. That is
because it can constrain the quality of the plans that are developed and potentially limit the ability
of organisations to implement emission reduction initiatives and to demonstrate sufficient progress
against their transition plans. The need for capacity building on transition planning in government
agencies was also highlighted.

5. Development of the Sustainable Finance Taxonomy and sector pathways can assist

Participants broadly supported the initiatives under development through the coordination of the
Commonwealth Government’s sustainable finance strategy. It is expected that these initiatives will
assist organisations to both prepare and assess the quality of transition plans.

6. Guidance should align with emerging standards and approaches wherever possible as ‘best
practice’ continues to evolve

Overall, participants in the workshops were supportive of the need for a nationally consistent
approach to transition plans and planning. Planning guidance would assist organisations to
implement an effective process that would then enable the development of an appropriately
structured plan.



While the structure and form of such an approach was not explored in detail, participant input
provides useful insights and considerations. For example, it was suggested that approaches to
guidance development should utilise existing networks, create additional opportunities for cross-
stakeholder dialogue, build on existing guidance, balance principle-based versus prescriptive
approaches and ensure that resources are allocated to update the guidance on a regular basis as
new approaches and standards emerge.



1 Introduction

Net Zero or climate-related transition plans (referred to as ‘transition plans’ in this report) lay out an
entity’s targets and actions as it transitions towards net zero greenhouse gas emissions. Transition
plans can assist organisations to:

e identify and respond to climate change risks and opportunities in a structured and strategic way
o disclose information on their response to customers, investors and other stakeholders.

While some organisations have been integrating climate change considerations into their planning
and public disclosure processes for many years, the focus on transition plans has received
heightened attention as many more organisations announce net zero targets and their stakeholders
seek information on how those targets will be achieved.

There are various transition planning frameworks, guidance materials and approaches in place or
under development internationally and in Australia. At this time however, there is no agreed
standard that articulates how transition plans should be developed, what content they should
include and how they should be communicated to stakeholders.

Acknowledging the growing importance of transition plans, in August and September 2023, the
NSW Office of Energy and Climate Change (OECC), the NSW Treasury and the Commonwealth
Treasury hosted four online consultation workshops that were attended by 129 individual
participants from government jurisdictions, industry (peak bodies and selected businesses), financial
sector and regulators. See Appendix A for further detail on the workshop agendas, participation and
presentations.

The aim of the workshops was to explore whether a nationally consistent approach to transition
planning is needed, what guidance would assist organisations and how efforts can best be
coordinated. Each workshop was structured around introductory presentations followed by a ‘round
robin’ process in which a representative from each participating organisation was invited to share
perspectives on transition plans and the development of transition plan guidance.

This report provides a summary and high-level analysis of the workshops. It outlines:
e the main themes from each individual workshop

e asummary of the key principles and considerations for the development of transition plan
guidance from across all workshops.



2 Workshop themes

This section provides a brief summary of each workshop including a description of the most
prominent themes that emerged.

2.1  Workshop 1: Government jurisdictions

Four main themes emerged from the discussion with representatives from government jurisdictions.

2.1.1 Economy-wide net zero initiatives assist with transition plans

The discussion highlighted the benefits of government initiatives at state, territory and
Commonwealth levels. Commonwealth initiatives such as the sustainable finance strategy were
acknowledged. At the state and territory level, various high-level modelling and policy initiatives are
completed or underway. These include:

establishing economy-wide net zero pathways

e supporting the development of the emerging industries that are needed to achieve net zero
e integrating net zero considerations into planning and development processes
e addressing skills shortages and gaps.

These higher-level activities are expected to provide important context for organisations developing
transition plans by articulating the local and regional context that they operate within.

2.1.2 State and territory-based industry programs can assist organisations
to develop transition plans

Over many years, state and territory governments have developed energy and emission reduction
programs to assist businesses. Current programs are not typically framed in the context of
transition planning or the development of transition plans, but they do assist organisations to
develop relevant components.

For example, there are programs that assist businesses to establish emissions baselines, identify
energy efficiency and other emissions reduction opportunities, develop management awareness of
net zero, develop relevant skills and that facilitate collaboration across value chains to reduce
emissions. Typically, these programs include the development of guidance material, case studies
and capacity building initiatives.

Opportunities for industry development programs to better support transition planning at the entity
level were discussed. These include:

e sharing lessons learned across programs to establish ways to improve their impact. For example,
by sharing guidance material

e aligning program designs to make it easier for businesses operating nationally and
internationally to benefit from the programs

e considering how to leverage existing resources and supporting the establishment of programs in
states and territories that do not currently have programs in place



e communicating and promoting programs in the context of transition planning. For example, by
articulating the purpose and benefits of transition plans and the components of a transition plan
that each program supports.

Guidance being developed by the NSW Business Decarbonisation Program could potentially provide
a common framework to assist jurisdictions with collaboration and alignment across net zero
industry development programs.

2.1.3 Government owned enterprises and corporations need to develop
transition plans and can benefit from guidance

Several participants highlighted that transition plans are relevant to state owned enterprises and
corporations - some of which are significant emitters. While there may be a need for specific
transition plan guidance for these enterprises given their ownership arrangements it is also
important that their transition plans align with national and international best practice.

2.1.4 Thereis concern that skill gaps and shortages will limit the
development and implementation of transition plans

Skill gaps and a shortage of skilled workers was identified as a significant challenge. That is
because it can constrain the quality of the plans that are developed and potentially limit the ability
of organisations to implement emission reduction initiatives and to demonstrate sufficient progress
against their transition plans.

Some participants also highlighted that capacity needs to be further built up within government
agencies themselves. This is needed for agencies to develop their own transition plans and also to
enable them to integrate relevant aspects of transition planning into policies, programs and
engagement with stakeholders.

2.2 Workshop 2: Industry

Five main themes emerged from the discussion with representatives across industry.

2.2.1 The challenge of balancing the interests of multiple and diverse

stakeholder groups
Transition planning requires businesses to conduct forward looking analysis and understand
stakeholder interests to inform the development of their transition plans. The presentations made by

invited company representatives (see Appendix A for details) and round robin discussion highlighted
a range of challenges faced by some organisations in managing various stakeholder priorities.

For example, by:

e reducing emissions while managing ‘just transition’ in communities where plant closures are a
component of the plan

e reducing emissions while providing goods and services that may be emissions intensive but are
considered essential in the wider community interest

e investing in plant and equipment in the short term even as new, lower emission and potentially
lower cost technologies are expected to emerge in the longer term.


https://www.energy.nsw.gov.au/business-and-industry/programs-grants-and-schemes/supporting-business-decarbonise

Discussions did not examine these potentially competing priorities in detail. However, the discussion
highlighted the complexity of transition planning and the need to underpin transition plans with
robust analysis and an appropriate level of stakeholder consultation.

2.2.2 ‘Developing’ versus ‘communicating’ transition plans

Distinctions were made between the process of developing transition plans for internal use and
communicating a form of an ‘internal’ transition plan for public disclosure.

From an internal use perspective, the forward-looking outlook of the transition planning process can
play a central role in building staff awareness and understanding of climate-related risks and
opportunities within the context of a business’s wider corporate strategy. While larger and more
complex businesses have been conducting these types of analyses over many years and have built
up the internal resources and capabilities to do so, other businesses lack the awareness, capacity
and motivation to conduct the planning that is required - particularly small and medium enterprises
(SMEs).

Review from a legal and public affairs perspective can influence the clarity of these plans. While
disclosure remains an important aspect of transition planning, it was suggested that in developing
guidance it will be important to clearly distinguish between the internal and external end-uses of
transition plans.

2.2.3 Datachallenges and limitations

Emissions data provides a foundation for transition plans. It is used in many ways, including to
establish baselines, model emission reduction trajectories and demonstrate that emissions
reductions have been achieved over time.

Participants highlighted that Scope 1 and 2 emissions data amongst larger organisations -
particularly those with obligations under the National Greenhouse and Energy Reporting (NGER) Act
(2007), has improved significantly in recent years. However, it remains difficult for organisations to
obtain accurate and reliable Scope 1 and 2 emissions from entities in their value chain. Value chain
data is needed to measure and report their own Scope 3 emissions.

There is also concern in some sectors, such as agriculture, that limitations in measurement
methodologies can have a negative impact on entities in those sectors. For example, methodologies
to measure emissions from livestock.

Additionally, it is expected that mandatory climate-related financial disclosure will increase
requests for emissions data from smaller businesses - a requirement they may not be expecting
given they will not be subject to the legislation.

While the quality and availability of data across value chains is not expected to be addressed
quickly, the discussion highlighted the need for ongoing efforts to support improvements in data
quality.

2.2.4 The need for flexibility in developing plans for public disclosure

In preparing transition plans for public disclosure, organisations need to consider the needs and
interests of their stakeholders, the data that is available to them and the guidance that they refer to
in preparing their plans. The development of investor benchmarks were discussed - for example,



Climate Action 100". It was highlighted that the benchmark requirements can change - even within
the timeframe that a business is preparing their own transition plan for public disclosure.

This discussion reinforced the emergent nature of transition plan guidance and the need for
flexibility. In this context, broader, principle-based guidance was suggested. In contrast, smaller
businesses with few resources available to them may seek more prescriptive, template-based
guidance.

This point underpinned the diversity of businesses and the need for guidance to be developed in a
way that addresses the needs and challenges of businesses of different sizes, in different sectors
and with varied levels of internal capability and skills.

2.2.5 Valuein sharing experience

Given the emerging nature of transition planning processes and transition plans, it was highlighted
that a cross-industry, collaborative approach can be valuable to share what works and what doesn’t
work with transition planning. This can be difficult given that it relies on transparency and sharing
negative as well as positive experiences to work best. Collaborative models such as the Materials
and Embodied Carbon Leaders’ Alliance (MECLA) were mentioned as an example of ways in which
collaboration and learning can be achieved across supply chains.

2.3 Workshop 3: Financial sector

Three main themes emerged from the workshop with representatives from the financial sector.

2.3.1 Challenges for financial institutions as preparers of transition plans

Transition plans are being developed by financial institutions to inform their own climate-related
goals and targets and to demonstrate to stakeholders how they intend to meet them. Transition
plans can assist financial institutions to allocate capital and develop products consistent with their
own climate-related goals and targets.

In developing their own transition plans, financial institutions rely heavily on data and information
from other entities (e.g. those they invest in or customers of their financial products). That is
because the emissions they can control directly (Scope 1 and 2) are small relative to their Scope 3
emissions.

Customers can be numerous and diverse. For example, banks may provide business loans, personal
loans and personal finance. This makes the quality of data in other entities’ transition plans a
challenging issue.

There are additional challenges in some sectors where methodologies to measure greenhouse gas
emissions are relatively immature (e.g. measuring emissions from livestock). Further complications
arise from investments in organisations that are located offshore and unregulated.

"www.climateaction100.org/
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2.3.2 Challenges for financial institutions as ‘consumers’ of transition
plans

The transition plans of other entities can assist financial institutions to allocate capital and develop
products consistent with their own climate related goals and targets. For example, insurers can
potentially use transition plans to assess risk in entities and assets that they underwrite. They can
also identify entities and assets that are ‘lower carbon’ to reduce their own value chain (Scope 3)
emissions. Transition plans can help financial institutions to minimise the risk of exposure to
stranded assets by assessing climate-related risks in the entities and assets they invest in.

To assess climate-related risks, consistent and comparable information is important. For example,
where entities use different baselines or report emissions intensity rather than absolute emissions, it
can be difficult to compare one entity with another, or to establish the extent to which an entity is
reducing emissions over time. Organisations developing transition plans can choose what they will
include or leave out of their plans. This makes it difficult to assess risk across sectors, entities and
assets.

These challenges underpin the interest from financial institutions in the development of
standardised and consistent approaches to the development of transition plans.

Another key consideration for financial institutions in using transition plans is considering how to
assess the quality of plans. Some participants suggested that the level of ambition should be linked
to the science. There was overall strong support for the development of the Sustainable Finance
Taxonomy and sectoral pathways as this would assist in assessing whether entities have established
appropriate trajectories.

2.3.3 Transition plan ‘guidance’ is currently provided by multiple actors
through a variety of channels

There are a number of different ways that financial institutions and real economy entities receive
information about transition plans.

Investor benchmarks

For example, given the relevance of transition plans to financial institutions as a means of assessing
and managing climate-related risks, groups of investors have collaborated to develop guidance in
the form of ‘benchmarks’ to provide consistent ways to assess entities from a climate change
perspective. Examples include Climate Action 1002 and the Investor Climate Action Plans (ICAPs)
Expectations Ladder® which provide a consistent approach to assess companies and investments.
The challenge is to determine which of the multiple benchmarking approaches should be used as
there are differences between each approach*.

Benchmarks continue to be refined and developed/improved over time as they are applied and used.

2 https://www.climateaction100.org
% https://theinvestoragenda.org/wp-content/uploads/2021/05/expectations-ladder.pdf

4 https://www.responsible-investor.com/ri-survey-asset-owners-back-consolidation-among-esg-
initiatives/?utm_source=newsletter-daily&utm_medium=email&utm_campaign=ri-daily-
bronze&utm_content=14-09-2023
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Given there are multiple benchmarking tools, a challenge for real economy actors as well as the
financial community is to determine which are the most relevant.

International guidance on transition plans

Specific guidance on how to develop transition plans also continues to emerge. Examples include
the Task Force on Climate-Related Financial Disclosure (TCFD) guidance that was released in
20215 and more recent guidance released by the Glasgow Financial Alliance for Net Zero
(GFANZ)S, the Investor Group on Climate Change (IGCC)” and the UK Transition Plan Taskforce
(TPT)® amongst others.

Climate-related disclosure legislation

While the International Financial Reporting Standards (IFRS) S2 Climate-related Disclosures
standard has been widely supported, the treatment of transition plansis broad. National legislation
on climate-related financial disclosure has been developed or is under development in a range of
countries including Australia, New Zealand, the United States and in European countries, with
varying emphasis placed on transition plans. Consistent with IFRS S2, upcoming disclosure
requirements in Australia will include a requirement to disclose transition plans.®

Individual investor outreach

Financial institutions themselves are a source of guidance on transition plans through the dialogue
they have with investors and customers.

The diverse sources and channels of guidance on transition plans highlight the need for targeted
consultation and reference to existing approaches as additional guidance is developed.

2.4 Workshop 4: Regulators

Three main themes emerged from the discussion with representatives from regulatory bodies.

2.41 \Variedroles and interests

The cross-cutting nature of climate risk was illustrated in the varied areas of influence and interest
of each regulator. Examples of the role and relevant resources are provided in Table 1. It is important
to note that only information that is available in the public domain has been included in this table.

Table 1: Interests and guidance developed by regulators

Regulator Interests and guidance

Australian To ensure that firms comply with disclosure requirements and do not
Competition & | mislead investors and customers.

Consumer

5 https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf

6 https://www.gfanzero.com/publications/

" https://igcc.org.au/wp-content/uploads/2022/03/IGCC-corporate-transition-plan-investor-expectations.pdf
8 https://transitiontaskforce.net

° https://treasury.gov.au/sites/default/files/2023-06/c2023-402245.pdf
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https://igcc.org.au/wp-content/uploads/2022/03/IGCC-corporate-transition-plan-investor-expectations.pdf
https://www.gfanzero.com/publications
https://www.accc.gov.au/system/files/Environmental%20and%20sustainability%20claims%20-%20draft%20 guidance%20for%20business_web.pdf

Commission

Environmental and Sustainability Claims - Draft guidance for business.

(ACCC) July 2023,

Australian To ensure that the effects on businesses from a changing climate have
Prudential been actively considered.

Regula.tlon Information paper. Climate change: Awareness to action. March 2019.™
Authority

(APRA) Climate Vulnerability Assessment Results. November 2022.%
Australian Greenwashing is an enforcement priority.

Securities and ASIC has encouraged voluntary disclosure under the TCFD framework
Igvestr.ne.nts since 2018 and has been actively supporting standardisation through its
(:Sn;(r;;lsswn involvement with International Organization of Securities Commissions,

Sustainable Finance Task Force.

Clean Energy
Regulator
(CER)

Administers a number of climate change laws, with NGER Act reporting of
particular relevance to transition plans.

Reserve Bank
of Australia
(RBA)

Interest in climate change as it affects monetary policy and financial
stability.

RBA without role to provide guidance and regulation on climate change,
but involved in international conversations including via G20.

NSW
Environment
Protection
Authority
(NSW EPA) -
head of EPAs
Climate
Change
Community of
Practice

Climate change action plan 2023-26 includes requirement for licensees
(approximately 2,200) to develop climate mitigation and adaption plans.

Currently undertaking a survey to determine current actions being taken
by licensees and to inform alighment with existing approaches to the
development of transition plans.

Phttps://www.accc.gov.au/system/files/Environmental%20and%20sustainability%20claims%20-%20draft%20

guidance%?20for%20business_web.pdf

" https://www.apra.gov.au/sites/default/files/climate_change_awareness_to_action_march_2019.pdf

2 https://www.apra.gov.au/sites/default/files/2022-
11/Information%20Paper%20-%20Climate%20Vulnerability%20Assessment%20Results.pdf
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https://www.apra.gov.au/sites/default/files/climate_change_awareness_to_action_march_2019.pdf

2.4.2 Approaches to regulation and guidance continue to develop

Consistent with other workshops, regulators articulated the management of climate change and
transition plans as a critical area of ongoing development. There are several common principles and
approaches to the development of guidance that were mentioned. These include:

e conducting surveys of liable parties within their scope in order to understand what organisations
are currently doing and what guidance they need. In one case a list of existing guidance was
provided as part of the survey process to inform organisations as well as to gather information
from them. Surveys can help establish a ‘baseline’ of activity and to assess the varied levels of
maturity

e introducing regulations through a staged approach and an initial voluntary phase to give less
mature businesses time to prepare and to address identified skills gaps over time

e acknowledging the significant differences between businesses, consider how regulations can
account for the different size, resources and materiality issues

o networking with other regulators to collaborate and align approaches and guidance support
where it is possible to do so.

2.4.3 Important role for collaboration and networking

Participants highlighted a number of collaboration and networking processes that are in place to
support alignment across legislative requirements and associated guidance material.

Examples where transition plans are actively being discussed:

e The Council on Federal Financial Relations (CFFR) which is comprised of Federal and state and
territory Treasurers. CFFR is a sub-committee of, and reports to the National Cabinet. The
Council regularly publishes updates on its climate change-related activities'™.

e International mechanisms for collaboration that Commonwealth Treasury and/or regulators
are involved in include the G204, International Platform on Sustainable Finance'® and the
International Organisation of Securities Commissions (I0SCO).

e The NSW EPA described the important role that the Heads of EPA Climate Change Community
of Practice plays. This involves EPAs across all jurisdictions and is an important mechanism to
build a shared understanding of best practice, learn from each other and collaborate and align
as much as possible on transition plans and other climate-related issues.

Informal networks between regulators were also mentioned. These can help to address emerging
issues (for example, greenwashing) that are of relevance to multiple regulators. Following the
workshop, additional input was received which highlighted the important collaboration that occurs
under the Council for Financial Regulators (CFR), specifically their climate working group.

3 https://www.cfr.gov.au/publications/policy-statements-and-other-reports/2022/council-of-financial-
regulators-climate-change-activity-stocktake-2022/

4 See for example
https://www.g20.org/content/dam/gtwenty/gtwenty_new/document/G20_SFWG_Deliverables_2023.pdf and
https://sdgfinance.undp.org/news/sustainable-finance-transition-framework-reach-sdgs

5 https://finance.ec.europa.eu/sustainable-finance/international-platform-sustainable-finance_en


https://www.cfr.gov.au/publications/policy-statements-and-other-reports/2022/council-of-financial-regulators-climate-change-activity-stocktake-2022/
https://www.cfr.gov.au/publications/policy-statements-and-other-reports/2022/council-of-financial-regulators-climate-change-activity-stocktake-2022/
https://www.g20.org/content/dam/gtwenty/gtwenty_new/document/G20_SFWG_Deliverables_2023.pdf
https://finance.ec.europa.eu/sustainable-finance/international-platform-sustainable-finance_en
https://sdgfinance.undp.org/news/sustainable-finance-transition-framework-reach-sdgs

3 Considerations for the development of
transition plan guidance

The workshops highlighted that there is a very clear need for transition plan guidance. The
development of guidance depends upon a strong understanding of what ‘transition’ means at both
the economy-wide, sectoral and entity level. Definitions and approaches to developing transition
plans continue to emerge and it is important that any guidance that is developed considers a
number of key principles and considerations. Key principles and considerations that emerged from
the workshops are described below.

3.1 Guidance should recognise the tension between
flexibility and standardisation of transition plans

Related to the different uses of transition plans is the challenge of balancing flexibility with
standardisation in transition plans. Organisations developing plans highlighted that there are a
range of competing stakeholder priorities and complex decisions that inform targets, trajectories,
actions and capital allocation. It can be challenging to communicate these complexities in a
standardised way.

On the other hand, financial institutions highlighted the difficulties in comparing transition plans
from different organisations and across multiple sectors. To attract the capital flows required to
accelerate progress towards net zero at an economy level, streamlined approaches and
assessments are required.

In practice, balancing flexibility and standardisation is not an ‘either/ or’ proposition. It needs to be
carefully considered as guidance is developed and with consideration of the way in which the
guidance is intended to be used.

3.2 Data availability and quality is an ongoing challenge

Participants highlighted that while emissions data amongst larger businesses - particularly those
with obligations under the NGER Act (2007), has improved significantly in recent years, significant
data gaps remain in smaller businesses. There is concern in some sectors, such as agriculture, that
limitations in measurement methodologies remain. It was suggested that guidance is needed to
assist organisations (particularly those with a high proportion of Scope 3 emissions, such as
financial institutions) to effectively communicate data limitations and how they are managing those
limitations.

3.3 Skill gaps and shortages can slow the development and
impact of transition plans

Skill gaps and a shortage of skilled workers was identified as a significant challenge. That is
because it can constrain the quality of the plans that are developed and potentially limit the ability
of organisations to implement emission reduction initiatives and to demonstrate sufficient progress



against their transition plans. The need for capacity building on transition planning in government
agencies was also highlighted.

3.4 Development of the Sustainable Finance Taxonomy and
sector pathways can assist

Participants broadly supported the sustainable finance initiatives the Commonwealth Government
have announced over the past 12 months, including the development of an Australian Sustainable
Finance Taxonomy. It is expected that these initiatives will assist in both preparing and assessing
transition plans. Initiatives such as the NSW Government’s Business Decarbonisation Program were
also recognised as providing practical guidance to support transition plan development.

3.5 Guidance should align with emerging standards and
approaches wherever possible as ‘best practice’
continues to evolve

Overall, participants in the workshops were supportive of the need for a nationally consistent
approach to transition plans and planning. Planning guidance would assist organisations to
implement an effective process that would then enable the development of an appropriately
structured plan.

While the structure and form of such an approach was not explored in detail, participant input
provides useful insights and considerations. For example:

e There are a number of formal and informal networks that are already in place that incorporate
consideration of transition plans and guidance. These should be acknowledged and will continue
to play an important role. From an intergovernmental perspective, the CFFR presents an
opportunity to report on and assist with the coordination of transition plan guidance.

e There is an opportunity to broaden the work and perspectives of existing networks by creating
additional opportunities for cross-stakeholder dialogue. For example, it was highlighted that
there would be value in organisations that are preparing transition plans to share their
experiences on what works and what doesn’t. This could be supported through events or
networks, including at a sectoral and/or regional level. Such events and networks could also
provide a platform to bring together stakeholders from financial institutions, regulators and
government to share experience and broaden perspectives on transition plans and guidance.

The workshops themselves highlighted a number of areas in which guidance is needed. For example,
how to:

e assess the quality of transition plans
o effectively communicate data limitations in transition plans

e present transition plans in a way that will provide stakeholders with consistent and comparable
information.

As well as identifying specific areas in which guidance is needed, the workshops provided important
insights into the process that should be followed to develop guidance. Key process considerations
include the following:



Use surveys to understand the current situation and needs of end users.
Prioritise the development of guidance based on those surveys.

Establish what relevant and credible guidance is already available and align with that guidance
wherever practicable.

Utilise stakeholder networks to confirm the need for and focus of the guidance that is being
developed.

Consider the extent to which the guidance that is developed should adopt a principles-based
approach (more useful for organisations with sufficient internal resources to interpret and apply
the principles) versus a more structured and prescriptive approach (can potentially reduce the
time and effort needed for smaller organisations but less applicable across sectors).

Allocate resources to update the guidance on a regular basis as new approaches and standards
emerge.



4 Conclusion

Transition planning at the entity level is a powerful mechanism to ensure that Australian businesses
and the wider economy transition to net zero in an efficient and effective way. This consultation
process has reinforced the importance of transition planning and demonstrated the interests of
multiple stakeholders and the different ways in which transition plans can be used.

While there are considerable challenges for achieving consistent and comparable data and
information within entity-level transition plans, ongoing communication and collaboration between
the stakeholders that are involved can help ensure that the guidance that is developed is
appropriately targeted, credible and accelerates efforts across the economy to achieve net zero.



5 Appendices

51 Appendix A: Workshop overview

The aim of the workshops was to explore whether a nationally consistent approach to transition
planning is needed, what guidance would assist organisations and how efforts can best be
coordinated. Each workshop was structured around introductory presentations followed by a ‘round
robin’ process in which a representative from each participating organisation was invited to share
perspectives on transition plans and the development of transition plan guidance.

5.1.1  Workshop participants

Participants included representatives from government jurisdictions, industry (peak bodies and
selected businesses), financial sector organisations and regulators (Table 3). Sixty-eight
organisations were represented overall.

Table 3: Workshop dates, target participants and number of attendees at each workshop

Workshop Attendees Number of

individual
participants

Government jurisdictions Representatives from the Commonwealth and all | 47

1 August 10am - 12noon State and Territory Governments

Industry Business-related industry associations and peak | 43
bodies as well as four businesses that presented

15 August 10am-12noon . _ .
on their recently published transition plans

Financial sector Financial sector industry associations and peak 22
29 August 10am - 11.30am | Podies
Regulators Commonwealth and State Government financial | 17

and environmental regulators

5 September 10am - 11.30am

5.1.2 Workshop presentations
The workshops were facilitated by Patrick Crittenden of the Sustainable Business Group.

Each workshop commenced with introductory presentations from the Commonwealth Treasury and
NSW Government. For the workshops with government jurisdictions and industry, additional
presentations were made. These are described in Table 4.



Table 4: Additional presentations included in specific workshops

Workshop Additional presentations

Government David Gourlay of the Department of Climate Change, Energy, the
jurisdictions Environment and Water (DCCEEW) provided background to the
Commonwealth Government’s commitment to develop 6 sectoral
decarbonisation plans.’

Industry Coral Bravo and Tom Wainwright of the ClimateWorks Centre to share
their research on corporate progress towards net zero. Their perspective
was based on research completed by the ClimateWorks Centre and
publications developed for the Net Zero Momentum Tracker website.”

Four businesses with transition plan experience. The speakers were:
e John McCormack, General Manager - Stakeholder Engagement (AGL)™®
e Dr Fiona Wild, Group Climate and Sustainability Officer (BHP)™

o James Wewer, General Manager, Sustainability - Asset Creation
(Lendlease)?°

e Nathan Brogden, Group Sustainability Manager (Downer)?!

The presentations from these businesses outlined how plans were
developed, key challenges and areas where guidance is needed.

16 As announced by Minister Bowen on 18 July 2023 https://minister.dcceew.gov.au/bowen/speeches/address-
clean-energy-council. The 6 sectors are Electricity and Energy, Industry, the Built Environment, Agriculture
and Land, Transport and Resources

7 www.climateworkscentre.org/net-zero-momentum-tracker/

8 AGL Climate Transition Action Plan September 2022
https://www.agl.com.au/content/dam/digital/agl/documents/about-agl/sustainability/ctap.pdf

19 BHP Climate Transition Action Plan https://www.bhp.com/-/media/documents/investors/annual-
reports/2021/210914 _bhpclimatetransitionactionplan2021.pdf

20 Lend Lease Mission Zero Progress Report https://www.lendlease.com/au/sustainability/climate-and-
environment/mission-
zero/#:~:text=0ur%20progress%20at%20a%20glance,starting%20t0%20become%20a%20reality.

2 Downer Group Climate Change Report 2022
https://www.downergroup.com/Content/cms/media/2022/Environment/NEW_Downer_Climate_Change_Repor
t_2022__Interactive_.pdf


https://minister.dcceew.gov.au/bowen/speeches/address-clean-energy-council
https://minister.dcceew.gov.au/bowen/speeches/address-clean-energy-council
https://www.downergroup.com/Content/cms/media/2022/Environment/NEW_Downer_Climate_Change_Repor
https://www.lendlease.com/au/sustainability/climate-and
https://www.bhp.com/-/media/documents/investors/annual
https://www.agl.com.au/content/dam/digital/agl/documents/about-agl/sustainability/ctap.pdf
www.climateworkscentre.org/net-zero-momentum-tracker
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