


The sector-focused discussions highlights that physical risks like extreme weather events, water
scarcity, and shifting weather patterns will directly affect companies' operations. To enhance

supply chains, it's crucial to first acknowledge these risks in organizational risk management
discussions.

7. Readiness in reporting on upcoming reporting requirements

FRS S2 introduces detailed disclosure requirements to offer key stakeholders insights into how
climate-related risks and opportunities influence a company's strategy and decision-making.
This is especially valuable when companies need to specify whether identified climate risks are
physical or transitional. Additionally, companies must disclose the percentage of assets or busi-
ness activities vulnerable to transition risks. Moreover, they need to outline how they are
currently resourcing or intend to resource the activities listed in their transition plans. These
disclosure requirements improve transparency and give stakeholders a thorough understanding
of companies' readiness for and responses to climate-related challenges.

However, establishing a systematic approach for addressing both transitional and physical climate
risks within organizations will necessitate a structured capacity-building initiative. This initiative
should empower departments to identify climate risks, assess their materiality and potential
impacts, and effectively address and monitor these risks. Therefore, it is advisable for companies
that are in the initial stages or would like to align with international industry best practices to:

Build organisational capability to

address climate related risks Calculate scope 1, 2 and 3 emissions

Conduct a materiality assessment
with  stakeholders to  manage
climate-related risks

Build a business case by focusing on
climate-related opportunities

Understanding the financial impact of climate-related risks, such as extreme weather events or
supply chain disruptions, allows proactive mitigation strategies and insurance cost reductions and
strengthens investor and stakeholder confidence in sustainable, resilient futures. Hence, climate risk
assessment is essential for businesses. It identifies vulnerabilities, protects assets, and enhances
decision-making.
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Way Forward

Climate Risk Management Best Practices

Areview of international companies’ best practices regarding climate risk management reveals rela-

tively common patterns for climate risk identification, assessment and management. These practic-
es are also aligned with IFRS recommendations.

~N
MATERIAL ASSESSMENT
The ISSB requires entities to disclose information about their sustainability-related risks and opportunities
that are material, i.e. that could considerably affect the prospects of the entity.
The ISSB defines material information as whose absence or misstatement could significantly affect
decisions of users of the entity’s general purpose financial reports.
J
)
CLIMATE SCENARIO ANALYSIS
The ISSB requires companies to use scenario analysis to describe their climate resilience assessments.
J
SUPPLY CHAIN CLIMATE RISK MANAGEMENT \
The Sustainable Facilities Tool has introduced a Supply Chain Climate Risk Management Framework to
enable businesses to manage the impacts of climate change on their supply chains. This framework has
four steps detailed as follows:
1. Identify climate risks relevant to the firm’s supply chains;
2. Assess the potential occurrence and subsequent consequences of these
climate-related risks and threats;
3. Plan possible steps taken for mitigation and avoidance of these climate-related risks;
4. Monitor and modify the effectiveness of these risk management strategies.
Supply chain risk identification should encompass more than just geographical factors. Building resilience
in supply chains should start by mapping global supply chains and understanding their connections to
business processes.
The IFRS S1 requires entities to disclose in particular information on how sustainability-related risks and
opportunities may affect an entity's business model and value chain, at present and in the future. In
addition, information relevant to the whereabouts of said risks and opportunities across the value chain
\ and business model is also required. J
~
DIVERSIFICATION
Diversification of products, services, and operational activities will allow for a sustainable transition to a
low-carbon economy.
J
~
SYSTEMS THINKING
Systems thinking is a forward-looking tool that can be utilized for climate risk management. System maps
can aid in:
> The identification of the structural causes of a climate policy
> To enhance organizational resilience in the face of drastic climate effects. )
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Using Climate Action for Identifying Opportunities

Identification of climate-related opportunities may bring about several benefits to an organisation.
These include chances of revenue maximization through expanding into new business models,
becoming a monopoly in a green business, and remaining assured of business continuity in the
future (Antithesis).

GREEN FUNDING

* Bilateral funding from global development agencies and various nations interested in assisting the country
in climate change and sustainable development initiatives.

* Aid from Multilateral Development Banks for projects focused on sustainable development within various
sectors of the country.

* Can tap into other global resources assisting less developed countries.

* The Government of Pakistan can accelerate international climate financing through carbon trading in the
voluntary carbon market, nature-based debt swaps, and green bonds.

RENEWABLE ENERGY
The Pakistani government's recent inclination towards developing the renewables sector is evident in their

current revision of the Renewable Energy Policy 2019. The revised version reflects Pakistan's goals of fulfilling
60% of its energy demand from Renewable energy sources by 2030.(International Trade Organization).

> The World Bank has labeled Balochistan the ‘golden goose’ of the country due to its potential to generate
solar and wind energies (Knight).

> Another study facilitated by the World Bank determines that Pakistan can save fuel equivalent to $5 billion
in 20 years, reduce its greenhouse gas emissions, and increase its energy security situation by increasing its
capacity of wind and solar power by 2030 to at least 30% of total installed capacity (Knight).

CLIMATE RESILIENT FARMING

Adoption of climate-smart agriculture (CSA) practices across the country. CSA practices include irrigation
systems powered by solar energy, laser land leveling, geospatial information systems, remote sensing, and
artificial intelligence in the agriculture arena.

These technologies can improve:
> efficiences in livestock systems > land management > crop productivity

CIRCULAR ECONOMY APPROACH

Adopt circular economic policies that could aid the country in efficiently utilizing resources.

ENERGY EFFICIENCY
Achieving optimum efficiency within the energy sector presents opportunities for

> cost savings
> enhancement of reliability and resilience of electricity grids
> achievement of benefits within the environmental, social, and health spheres
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Annexure 1

On behalf of the Federal Ministry for Economic Cooperation and Development (BMZ), GIZ Pakistan
is collaborating with Pakistan Business Council (PBC) and Zero-Point Partners to help businesses
incorporate climate-related considerations in their decision-making processes and comply with the
Task Force on Climate-Related Financial Disclosures (TCFD) framework to facilitate annual report-
ing on the International Sustainability Board (ISSB) standards.

According to the World Bank Group's Pakistan Country & Climate Development Report (2022),
damage induced by climate-related extreme events will likely have economy-wide impacts on
growth, fiscal space, employment, and poverty. A focus on extreme scenarios magnifies these
impacts. It highlights the importance of heat-related impacts on labor productivity, crop loss, and
health, with much more significant effects on agriculture and industry than services. Global warming
and extreme events affect economic activity through multiple transmission channels: impacts on
lives, infrastructure and assets, and livelihoods,

resulting in lost economic growth, worsening poverty, and longer-term threats to human capital and
productivity.

The study's primary objective is to assess Pakistani businesses' awareness and preparedness for
climate risks. To gauge these, we request your participation in a survey, which will aid us in compre-
hending the state of climate risk consideration and management in your organization. Responses
will be recorded anonymously, and results will be reported for each sector.

Your contribution to this survey is critical to providing valuable insights that will enable us to reach
our research objectives. Should you have any queries regarding the survey, please feel free to contact

sameen@pbc.org.pk or shizaali@zero-point.co.

We appreciate your support and look forward to receiving your input on this initiative.
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A. Organizational Details

1. Please state legal name of organization*
Your answer

2. Please select legal status of organization*
* Listed
* Non-Listed

3. Please select organizational sector*

* Agricultural Industry * E-Commerce

» Cement « Financial service

« Conglomerates * Hospitality

* Energy « Insurance

* Engineering « Logistics / Courier

* Fast Moving Consumer Goods « Real Estate Developers
* Packaging Material « Software

* Pharmaceuticals and Healthcare * Telecommunication

« Sports Gear « Utilities

« Textiles « Other:

4.Is your organization a multinational or local compnay?*
* Local

« Multinational

* Other:

5. Point of contact within organization*
Your answer

6. Which department is designated to look after climate action in your organization?*

* Corporate Affairs * Corporate Social Responsibility
« Sustainability « Finance
« Health, Safety and Environment » Other:

* Operations

7.What level of impact are the following global challenges having on your business today? (1 lowest
- 10 highest)*

« Inflation and price volatility * Warfare and political conflict
« Talent scarcity « Cybercrime

« Threats to public health « Air, water, and land pollution
* Climate change * Degrading infrastructure

« Trade regulation « Corruption
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A. Business Action for Climate Change

8. How likely is it that climate change will impact your company’s strategy and operations over the

* Very likely - I believe climate change will have a significant impact on our organization's profit-
ability or competitiveness in the next 5-10 years.

« Likely - I think climate change is likely to affect our organization's profitability or competitiveness
in the next 5-10 years.

» Somewhat likely - There is a possibility that climate change may impact our organization's
profitability or competitiveness in the next 5-10 years, but it is not certain.

* Unlikely - I don't think climate change will have a significant impact on our organization's
profitability or competitiveness in the next 5-10 years.

* Very unlikely - I believe climate change will have no impact on our organization's profitability or
competitiveness in the next 5-10 years.

9. Which of the following statements best describe your company’s response to climate action?*

« My organization has mapped, aligned, and embedded climate strategies and publicly
report on the impact.

* My organization has identified and embedded the climate strategy but has yet to report on
its commitments.

» My organization has prioritized climate strategy but is yet to align these with business strat-
egies goals and objectives.

* My organization has not taken any action.

10. Which of the following actions/adaptations has your company already undertaken as part of its

* Using more sustainable materials (e.g., recycled materials, lower-emitting products) Increasing
the efficiency of energy use (e.g., energy efficiency in buildings)

« Using abatement technology to reduce GHG emissions

« Using green fuel source like green ammonia, green hydrogen etc.

« Investing in or planning to invest in renewable energy in the next 5 to 10 years

« Training employees on climate change actions and impact

* Developing new climate-friendly products or services

« Requiring suppliers and business partners to meet specific sustainability criteria

+ Updating facilities to make them more resistant to climate change

« Relocating facilities to limit impact of climate change

« Sustainable transportation

« Water conservation

« Carbon offsetting

- Participation in any industry initiatives or collaborations to address climate change collectively
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11. Which stakeholders do you feel are most concerned/interested in your ability to act on climate
change?*

* Regulators /Government * Shareholders /investors
« Board members /management - Competitors/peers

« Consumers/clients * Employees

« Civil society « Banks/lenders

C. Managing Climate, Environmental and Social Risks

12. Which of these environmental and social risks are currently addressed in your
day-to-day business*

* Change in availability or quality of water

« Damage to Infrastructure

« Damages to physical property

« Timely availability of raw material due to an extreme weather event

« Fluctuating prices due to an extreme weather event

« Loss of labor productivity due to extreme weather events (heatwave/ heavy rain)

13. Which climate-related risks do you consider most relevant to your business?
(Please select all that apply)*
* Risks due to policies that limit actions which contribute to climate change
« Risks due to policies that reduce harmful impact on the climate (e.g., ban of single-use plastic,
limits on natural gas consumption)
* Risks due to climate-related litigation claims being brought by stakeholders
* Risks due to technological improvements that support the transition to a lower-carbon economic
system
* Risks due to changes in supply and demand for certain commodities, products, and services
* Risks due to changing customer or community perceptions of an organization’s contribution to
climate change
* Risks due to extreme weather events
* Risks due to long-term changes in climate patterns
* Other:

14. How does your organization incorporate or consider climate risks?

(Please select all that apply)*

* Climate risks are incorporated within sustainable procurement policy

« Climate risks are not considered in the overall risk management framework

« Climate risks are considered on an ad hoc basis without any formal structure

« Climate risks are included as an ESG (environmental, social or governance) risk

« Climate risks are included as a unique risk separate from ESG (environmental, social,
governance) risk
Climate risks are included as a unique risk, and is considered as a risk driver of other risks
(e.g., credit risk, market risk, reputational risk)
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15. Does the organization have an appropriate management framework for climate action? (Please
select all that apply)*

 Monitor through the risk management strategy/framework

« Policies and procedures

- Management information & reporting

» Governance structure and composition

« Training and capacity building

* Other:

D. Organizational Climate Strategy

16. Has your organization started considering climate risks and opportunities in its long-term busi-

ness strategy?*

« My organization has already incorporated climate risks and opportunities into its long-term busi-
ness strategy

« My organization is in the early stages of considering the integration of climate change risks and
opportunities into its long-term business strategy

« No, my organization has not yet started considering the incorporation of climate change risks and
opportunities into its long-term business strategy

« My organization does not view climate risks and opportunities as relevant to its long-term busi-
ness strategy

» My organization is unsure about the relevance of climate risks and opportunities to its long-term
business strategy at this time

17. Which of the following environmental factors has your organization set targets for? *

+ Emissions reductions target calculated Scope 1 (direct emissions from owned or controlled sourc-
es) and Scope 2 (indirect emissions from the generation of purchased energy) greenhouse gas
emissions

« Energy efficiency related performance targets

« Targets on reducing water usage and water withdrawals

« Effluent discharge and recycling

- Targets for waste reused, re-manufactured and recycled

« Targets for phasing out single-use plastics

* Targets for reduction of hazardous waste generated

* Targets for reducing air pollution

* None of the above

* Other:
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18. Does your organization have qualitative and/or quantitative metrics to measure and monitor
climate-related risks? *
* No, my organization does not have metrics to measure and monitor climate-related risks, and
does not plan to do so
* No, my organization does not have metrics to measure and monitor climate-related risks, but is
planning to do so
« My organization does not have quantitative metrics to measure and monitor climate-related risks,
but incorporates qualitative approaches (e.g., narrative driven analysis)
* Yes, my organization has quantitative metrics to measure and monitor climate-related risks
* Yes, my organization has both qualitative and quantitative metrics to measure and monitor
climate-related risks

19. Which of the following environmental factors are currently being monitored by your organiza-
tion? *

* Emissions reductions target calculated Scope 1 and Scope 2 greenhouse gas emissions

« Energy efficiency related performance targets

« Targets on reducing water usage and water withdrawals

« Effluent discharge and recycling

» Targets for waste reused, re-manufactured and recycled

» Targets for phasing out single-use plastics

* Targets for reduction of hazardous waste generated

« Targets for reducing air pollution

* None of the above

* Other:

20. If your organization is currently disclosing its environmental performance against set targets,
where is it being disclosed?

* Annual Report

« Sustainability Report

« Company Website

* Other:

21. Which framework is your organization currently using to set and disclose its environment related
targets?

* SBTI

« TCFD

* GRI

- SAAB

« Other:
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22. What data sources does your organization use to measure and monitor climate-related risks?
(Please select all that apply) *

« Sector-level greenhouse gas emissions data

- International policy changes

» Domestic policy changes

« Geographic, climate, and weather data

* ESG (environmental, social, governance) ratings

* My organization does not source specific data for climate-related risks

* Other:

E. Climate Governance /Leadership

23. How has the Board and Management communicated an explicit commitment to prioritize
climate action? *

« Generic greenhouse gas reduction target

« Carbon neutral by a certain date

« Carbon negative by a certain date

« Net zero by a certain date

+ Global commitment in the case of MNC

* No public commitment

« Other:

24. Are climate-related topics identified as a priority area in Board and Management discussions on
business risks?

* Yes

* No

25. Which of the following could be identified as a business case for your organization’s climate

* Attracting investment

* Employee recruitment and retention

* Revenue from new business

« Investor returns and/or satisfaction

« Innovation around offerings /operations
+ Addressing climate change

+ Customer satisfaction /meeting client expectations
+ Operating margins

« Brand recognition and reputation

* Asset value

« Other:
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26. What are the barriers that prevent your organization's leadership from committing to decarbon-
ization?

* Measuring and reducing Scope 3 emissions across the supply chain

« Significant levels of upfront cost and difficulty in creating a financial business case

« Climate transitioning is not a significant priority for customers

» Business struggling to scale decarbonization initiatives

« Other:

27.What are the climate-related challenges that your organization’s supply chain is currently facing?
(Please select all that apply) *

* Closure of production plants due to extreme weather events

« Limited access to critical inputs due to extreme weather events

« Reduced worker productivity due to extreme weather

« Altered working hours due to extreme weather

« Reduced or lower quality agricultural output due to extreme weather

« Limited ability to restore production after extreme weather events

+ Reduced flow of goods through waterways due to droughts and floods

« Unfavorable production conditions for products with specific production requirements

* More frequent machine downtimes

 More frequent customer service outages

« Other:

28. How is your organization managing climate-related challenges in its supply chain ? (Please select
all that apply) *

* Building disaster-proof plants

« Increasing Inventory levels

* Relocating production facilities

« Raising prices of goods

« Collaborating with suppliers to increase resilience of assets

« Establishing disaster management procedures

« Other:
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Annexure 2 - Glossary

Abatement Technology

Any mechanism, process, or method that can potentially reduce public exposure to
radioactive air emissions.

Biodiversity Loss

The decline in the number, genetic variability, and variety of species, and the biological
communities.

Carbon Footprint

The total amount of greenhouse gasses (including carbon dioxide and methane) that
are generated by our activities.

Carbon Neutral

Having a balance between emitting carbon and absorbing carbon from the atmosphere
in carbon sinks.

Carbon Negative

Removing or sequestering (absorbing) more carbon from the atmosphere than is
emitted.

Carbon Offsetting

Reducing GHG emissions to compensate for emissions that occur elsewhere.

Climate / Climate-related Risk

Risks associated with the impacts of climate change. These risks can be event-driven
(acute) or associated with longer-term shifts in climate patterns (chronic).

Climate Action

Stepped-up efforts to reduce greenhouse gas emissions and strengthen resilience and
adaptive capacity to climate-induced impacts.

Climate-friendly

It is not harmful to the environment, especially because it produces carbon dioxide and
does not worsen climate change.

Climate Strategy

Formulating a climate strategy creates a framework for action and provides guidance
for further business development in light of climate risks.

Global Reporting Initiative (GRI)

The Global Reporting Initiative is an international independent standards organization
that helps businesses, governments, and other organizations understand and commu-
nicate their impacts on climate change, human rights, and corruption.

Green Ammonia

Green ammonia production is making ammonia is 100% renewable and carbon-free.

Green Fuel

Carbon-neutral or even carbon-free alternatives to fossil fuels.

Green Hydrogen

Green hydrogen production is when the energy used to power electrolysis (hydro-
gen-making process) comes from renewable sources like wind, water, or solar.

Greenhouse Gasses (GHGs)

Gasses in the earth's atmosphere that trap heat.

Net Zero

Cutting greenhouse gas emissions to as close to zero as possible, with any remaining
emissions re-absorbed from the atmosphere by oceans and forests.

Sustainability Accounting
Standards Board (SASB)

SASB Standards identify the sustainability-related risks and opportunities most likely
to affect an entity's cash flows, access to finance, and cost of capital over the short,
medium, or long term and the disclosure topics and metrics most likely to be useful to

Science Based Targets
Initiative (SBTi)

The Science Based Targets Initiative (SBTi) drives climate action in the private sector by
enabling organizations to set science-based emissions reduction targets.

Sustainability Criteria

Requirements to the sustainable quality of a product and its sustainable production
must be fulfilled to acquire a sustainability status or certification.




Sustainable Materials

Sourced from the low environmental impact of renewable resources, be more durable
with a longer life cycle, have a smaller carbon footprint to manufacture or use, or be
easier to break down at the end of life.

Sustainable Transportation

Low- and zero-emission, energy-efficient, affordable modes of transport, like

Renewable Resource

A resource of which there is an endless supply because it can be replenished. The sun,
the wind, and geothermal heat are considered inexhaustible and are examples of
renewable resources.

Task Force on Climate-Related
Financial Disclosures (TCFD)

TCFD provides information to investors about what companies are doing to
mitigate the risks of climate change, as well as being transparent about how
they are governed
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