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Executive
summary

For businesses, planning for disruption is critical to planning for long-term
success. But managing for the unknown is a challenge. In the midst of unpre-
dictable trade policies, an Al revolution, and ongoing geopolitical volatility,
uncertainty is a given. Climate risks, while no less disruptive than these other
variables, are arguably less elusive, clearly trending in one direction. Compa-
nies can plan for climate disruption. And those that do, including those that
plan for how to seize the opportunities that come from the energy transition,
will fare much better in the years ahead than those that do not.

Corporate transition plans are a strategic tool that can help businesses pre-
pare for climate disruption and make the pivots required to stay profitable
and competitive. They identify the most important risks and opportunities
facing a business and give it a clear path for integrating this information
directly into its business strategy and financial planning.

Yet most businesses in Canada are not developing and publishing climate
transition plans. This leaves them more exposed to future costs and less
able to respond to growth opportunities in the changing climate and ener-
gy landscape.

This inaugural report by Business Future Pathways outlines the case for
why businesses—and the investors, insurers, and lenders that finance
them—should turn their attention to transition planning. It also explores
the current state of transition plan uptake and the need for practical,
made-in-Canada guidance.

This report makes three conclusions:

1. Transition plans can drive real and tangible benefits for
Canadian businesses

Canadian businesses face a range of barriers in becoming cli-
mate-ready. Some of these barriers are external and beyond the
control of individual companies, such as policy volatility and pressure
to maximize short-term profits, while others are tied more directly to
internal structures or business operations, such as lack of internal ca-
pacity and misaligned governance structures. Whether companies are
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publicly traded or privately held, all of these barriers make it difficult
to make the investments and pivots needed to prepare for climate
change—particularly for emissions-intensive sectors where the gaps
to climate readiness are greater.

Transition plans—and the process of developing them—can help
businesses navigate these barriers and unlock tangible benefits:

1. Transition plans enhance internal capacity and strategic align-
ment.

2. Transition plans improve a company’s understanding of its cli-
mate risks, opportunities, and external dependencies.

3. Transition plans help companies identify and prioritize invest-
ments.

4. Transition plans provide an effective and cost-efficient basis for
engagement with investors and stakeholders.

5. Transition plans generate reputational benefits and strengthen
trust with stakeholders.

6. Transition plans support access to markets and capital.

Taken together, transition plans can help improve the climate read-
iness of a business and, as a result, improve its ability to attract and
secure new investment.

2. Canadian businesses risk falling behind their international
peers in their development of transition plans, compromising
their long-term competitiveness

Transition plans are still a relatively new tool for businesses and up-
take by both Canadian and international companies remains relatively
low. Looking a little closer, the data shows that Canadian companies
are at risk of falling behind. Most indicators put Canada behind its
global peers and the gap may get bigger as other countries implement
policies to accelerate transition planning.

As climate impacts intensify, businesses are facing increasing pres-
sure—from investors, insurers, clients, and regulators—to show how
they plan to stay profitable through disruption. The European Union,
China, Australia, the United Kingdom, and many more of Canada'’s
trading partners are creating standards for transition plans and, in
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some cases, requiring them, which will shape the international mar-
kets and value chains in which many Canadian companies participate.

Simply put, more Canadian companies need to start the transition
planning process to stay competitive in global markets as expecta-
tions and markets shift.

3. Canada’s private sector lacks standardized transition
planning guidance, which creates inefficiencies for
businesses looking to improve their climate readiness

According to the two foremost global standards for transition
planning —created by the Glasgow Financial Alliance for Net Zero
(GFANZ) and the United Kingdom'’s Transition Plan Taskforce (TPT)—
the hallmarks of a credible transition plan include sufficient climate
ambitions, detailed actions to achieve a company’s ambitions, and
accountability measures to stay on track.

Yet, looking beyond these three broad categories, Canadian financial
institutions are not aligned on what credible transition plans should
include. Different institutions use different frameworks, metrics, and
processes when assessing the climate readiness of companies. Dif-
ferent institutions also have different expectations for their portfolio
companies. Large financial institutions with mature climate assess-
ment teams often look for and demand more granular information,
while smaller financial institutions may have less knowledge and
capacity to assess whether a transition plan is credible.

These inconsistencies make it more difficult for businesses to develop
credible transition plans. Inconsistent requests by investors send
mixed signals and create inefficiencies. Businesses may also approach
transition planning with different priorities than their lenders, inves-
tors, and insurers, adding to the mismatch in expectations. What's
needed is a harmonized vision of what a credible transition plan looks
like. Business Future Pathways aims to fill this key gap.

Advancing a harmonized vision and the practical guidance to
achieve it

Business Future Pathways was created to address the barriers that
are holding back climate transition planning in Canada. Its aim is to
advance the resilience and competitiveness of Canada’s economy and
businesses by collaboratively developing specific, actionable guidance
for companies in key sectors. Our work will distill what matters most
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from existing global guidance for Canadian investors and companies
instead of layering on new or additional frameworks. And most impor-
tantly, the guidance we develop will be designed to be put into action.

The goal of our first phase is to facilitate alignment between investors
and businesses on what constitutes a credible transition plan. This

will include developing simple and user-friendly guidance that both
investors and businesses can deploy immediately and will highlight
the parts of a transition plan that are most material to the Canadian
context. Importantly, this guidance will be tailored to support all types
of businesses in Canada, whether large or small, privately held or pub-
licly traded. Our second phase of work will focus on specific high-pri-
ority sectors within the Canadian economy that are highly exposed to
climate change and also have significant opportunities.

Disruption is overwhelming—planning for it doesn’t have to be
Business Future Pathways strives to equip businesses and investors on
their journeys toward climate readiness and resilience. An extensive
engagement strategy, which includes seeking input and feedback from
the financial community and corporate Canada, will play an essential
role in helping shape this guidance and set it in motion. Learn more
and join us in the steps ahead at www.businessfuturepathways.ca.



http://www.businessfuturepathways.ca



