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The Paris Agreement, signed in 2015, 
became a breakthrough point for climate 
action, speeding up legislative changes 
in individual states (such as the European 
Green Deal Package), as well as business 
initiatives, such as the Science Based 
Target (SBTi). The scale of the challenge 
related to the climate change and objec-

tives defi ned in the Paris Agreement re-
quire cooperation between the public and 
private sector, as well as involvement of all 
branches of economy in common eff orts, 
recognition of environmental and climate 
issues in business strategies, including 
decarbonization initiatives.

Fashion is one of those sectors which 
exert substantial impact on the environ-
ment. This impact includes intensive use of 
natural resources (including cotton), water, 
as well as greenhouse gas emissions (in 
the production process, transport and use 
by customers). 

At the same time, the fashion industry is 
facing materialization of physical climate 
risks, which may be particularly painful for 
Southern Asia, which is the key element 
of the value chain. These issues, in com-
bination with the increasingly restrictive 
regulations of the European Union, have 
become a driving force behind activity of 
clothing companies in our region as well.

Introduction

The clothing industry and the climate

Climate change that infl uences 
operations of the company

Operations of the company 
exerting environmental impact

Being present in many countries and 
engaged in production activity, the LPP 
Group cannot stay indiff erent to climate 
change. We are aware of the fact that the 
activity of our company impacts the envi-
ronment mainly through production and 
transport. At the same time, our presence 
at so many markets is related to exposure 
to climate risks. 

We conduct our activity in line with the 
global environmental goals of the “2030 
Agenda for Sustainable Development”, 
adopted by the UN member states. 
These goals guide our decisions in 
everyday management of the Company. 
In the context of climate change, we 
attach particular importance to goal 13 – 
Taking urgent action to combat climate 
change and its impacts. Through our 
activity, we want to contribute to reduc-
tion of the pace of increase in the average 
global temperature by 20C in relation 
to the level of the pre-industrial period. 
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Recommendations of the Task Force 
on Climate-related Financial Disclosures 
(TCFD) have already become a guideline 
for enterprises that display a responsible 
approach to climate issues. 

The TCFD standards are focused on four 
categories, which - for the sake of transpa-
rency - have been followed in the structure 
of this report as well: 

Corporate governance  – organiza-
tion management in terms of climate-
-related threats and opportunities

Strategy  – the actual and potential 
impact of risks and opportunities 
related to climate on the activity, 
strategy and fi nancial planning 
of the organization

Risk Management  – the processes 
used by the organization to identify, 
assess and manage the climate-
-related risks

Introduction

Task Force on Climate-related Financial Disclosures 
(TCFD)

Measures and Goals – measures and 
goals used to assess the risks and 
opportunities related to climate and 
handling of these.

For the purpose of coherent categoriza-
tion of risks and opportunities, the TCFD 
Recommendations indicate two risk 
groups. The fi rst group includes physical 
threats related to the impact of weather 
conditions on business activity, both in the 
context of sudden weather phenomena 
and threats that intensify as the tempera-
ture increases over the long term, that is, 
the so-called chronic risks. The second 
threat category includes the so-called 
transformation risks, related to a shift to-
wards low-emission economy. This group 
includes regulatory threats, related mainly 
to the climate policy of the European 
Union becoming more restrictive; reputa-
tion risks, e.g., related to consumer buy-
ing decisions; market risks, which include, 
e.g., the increasing electricity prices and 
technological risks, e.g., in the context of 
circularity. 

Physical risks

Sudden

Chronic

Transformational risks

Market

Regulatory

Reputational

Technological
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Corporate governance 

We view the changing climate as a key 
issue, as its eff ects impact our business 
activity. Therefore, to handle the potential 
threats and opportunities faced by the 
company in an eff ective manner, we have 
developed the reporting plans and as-
signed responsibility for areas related to 

environmental and climate issues across 
the entire value chain. The graph provided 
below presents the LPP units responsible 
for management of climate risks and cycli-
cal reporting to the board of supervisors 
of the LPP.

Moreover, in the context of dialog with 
stakeholders and communication ad-
dressed to the market, the key units in the 
corporate structure of the LPP include the 
Internal Communication and CSR De-
partment and the Investor Relations and 

Sustainable Reporting Department, which 
are responsible for delivery of current and 
transparent messages on the activity of the 
company, including its impact on the natu-
ral environment and the climate.

Supervisory Board

ESG Committee 

Sustainable 
Development Department

Internal control and risk 
management manager

The Management Board 
of LPP SA

CFO

Procurement 
and ESG director

Sustainable 
Development Manager

Sustainable 
development expert
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Position/ 
Organizational 

unit

Description of responsibility for climate issues

The 
Management 

Board 
of LPP S.A.

The role of the Management Board is to implement the business strategy, 
in which sustainable development is one of the three pillars. The scope of 
duties also includes the long-term shaping of development of the LPP Group.

Chief Financial 
Offi  cer (CFO)

The key area of responsibility of the Chief Financial Offi  cer is fi nancial planning, 
fi scal management and fi nancing arrangement, and the strictly related assess-
ment of threats, including climate risks, which may infl uence the short-, medium- 
and long-term business activity of the Company. The CFO reports directly to the 
President of the Management Board.

Internal 
Control 

and Risk 
Management 

Manager

The key area of responsibility for the Internal Control and Risk Management 
Manager is continuous identifi cation and analysis of risks and opportunities faced 
by the Company in strict cooperation with the CFO. The scope of duties also 
includes prioritization of key risks and opportunities in the ESG area, including 
environmental and climate factors, in cooperation with the ESG Committee and 
the ESG and Procurement Offi  cer, who is also the chairman of the Committee.

The ESG and 
Procurement 

Director

The role of this function is to shape and implement sustainable development 
strategies and to analyze and plan ESG risk mitigation, including environmental 
and climate risks, in cooperation with the CFO. The ESG Director prepares reports 
on the implementation status of the sustainable development strategy to the CFO, 
twice a year to the CFO and annually to the Management Board of the Company. 

The function is combined with that of the Purchasing Department Director. 
These two functions are combined to ensure eff ective management of imple-
mentation of the KPIs for own activity and for the supply chain, which are based 
largely on environmental initiatives, such as improved energy effi  ciency, develop-
ment of logistic processes, consumption of energy from renewable sources, 
as well as transformation towards circular economy.

The ESG 
Committee 

The role of the ESG Committee is to perform the advisory function for the Manage-
ment Board of LPP S.A. and the executive function in relation to ESG and sustain-
able development issues, related to activity of LPP S.A. and the LPP Group. The 
Committee makes decisions on implementation of ESG tasks upon their approval 
by the Management Board and supports the Management Board of LPP S.A. in 
maintaining a prominent position of the company among the leaders of ESG and 
sustainable development practices. 

Works of the Committee are aimed at reinforcement of the interdisciplinary 
approach towards ESG and sustainable development in LPP S.A. and strengthening 
of the good practices of cooperation between key organizational units of LPP S.A. 
in this regard. 

The Committee chairman is the ESG and Procurement Director.

Sustainable 
Development 

Manager 
&

Purchasing 
and 

Sustainable 
Development

Department

The Sustainable Development Manager is personally responsible for the imple-
mentation of the Sustainability Strategy. They are responsible for control and 
implementation of tasks related to security in the LPP production area. They 
implement initiatives that are translated to goals defi ned in the Sustainability 
Strategy. These goals serve as a basis for further works of the ESG Committee. 

The team consists of auditors and experts, who advise departments 
and units responsible for implementation of the key strategy components. 
It is the so-called (cross) control of the strategy implementation by the ESG 
Committee. 

The team also provides support for environmental activities and initiatives 
of the LPP. It includes such areas as emission calculation, company level and 
product level decarbonization, as well as energy and supply chain management.

Sustainability 
Expert

The scope of duties of the Sustainability Expert includes searching for develop-
ment opportunities in relation with the changing business environment due to 
climate changes and advice on mitigation of climate risks. The function coopera-
tes strictly with the ESG and Procurement Director.
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The strategy

In the present world, we face many chal-
lenges - we do our best to approach them 
in the technological and environmental 
context. Our goal is not only to provide 
customers with high-quality products, but 
also to operate in line with sustainable 
development principles, responding to the 
current climate-related challenges. There-
fore, we continuously improve our product 
range, adapting it to the changing custo-
mer expectations, analyzing our impact 
on the environment and taking steps to 
mitigate this impact. Moreover, we deve-
lop the omnichannel concept to facilitate 
access to our products for everyone.

To implement this plan, we have develo-
ped a strategy, which is based on three 
pillars:

• OMNICHANNEL ORGANIZATION – 
full integration of two sales channel: 
traditional and online sales

• DIGITALIZED ORGANIZATION – 
implementation of IT solutions, which 
enable more effi  cient management 
of the value chain from the product 
through logistics to sales

• SUSTAINABLE DEVELOPMENT – 
implementation of sustainable rules 
applicable to all processes in the 
organization
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The sustainability strategy

Sustainable development is one of the 
three strategic areas for the LPP Group, 
constituting a separate pillar of the cor-
porate business strategy of the company. 
It is a clear message to our stakeholders, 
customers, business partners and the 
society on the importance we attach 
to caring about the environment and 
people. 

Our sustainability strategy can be summa-
rized as responsible fashion – that is, 
thinking of our collections not only in 
terms of clothing design, production, 
distribution and use, but also giving our 
clothes a second life after they are no 
longer used by our customers. This is the 
approach we implement in response to 
the present climate-related challenges. 
At the same time, apart from activities 
aimed at limiting the negative impact 
of the LPP Group on the environment, 
we educate our customers and business 
partners to jointly contribute to climate 
change mitigation and adaptation. 

The sustainability strategy “For People For 
Our Planet”, adopted in 2019 for the years 
2020-2025, determines the direction we 
should follow to eff ectively respond to cli-
mate challenges and reduce our environ-
mental impact. It is focused on four areas:

In each of these, we have identifi ed the 
long-term objectives for the perspective of 
2025, which allow us to concentrate on real 
impact on our surroundings. Our strategy 
addresses the challenges and opportuni-
ties related to climate change. It applies to 
such issues as management of raw ma-
terials necessary for clothing production, 
which includes searching for new sources 
of materials and care for their sustainable 
procurement. We also attach immense 
importance to supporting factories and 
suppliers in their energy transformation, 
shifting to renewable energy sources and 
activities aimed at improvement of wa-
ter circularity in the production process. 
The strategy also defi nes the initiatives 
and objectives aimed at reduction of the 
amount of plastic used and improvement 
in energy effi  ciency of our sales outlets, as 
well as reduction of CO2 emission by 15% 
in the scope 1 and 2. Being open to innova-
tion, we also search for novel solutions and 
technologies that exert positive impact 
on the environment and climate. We also 

monitor the present trends – responding to 
the needs of consumers and caring for the 
environment, we analyze the possibilities of 
eff ective organization of collecting clothes 
at our sales outlets.

The strategy

Eco Aware – product, 
production, sales 

Packaging Aware – 
plastics under control

Chemical safety 
in production 

Sustainable infrastructure 
in the buildings of the central 
headquarters and retail network
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The scenario analysis

Caring for the environment and its future 
is a key issue to us, also because climate 
changes constitute one of the mega trends 
and the area of emergence of potential 
risks that are of importance for the fur-
ther development of the LPP Group. The 
impact of climate change on our activity 
is already becoming noticeable, but our 
analysis includes the medium- and long-
term perspective as well. Eff ective defi n-
ing of threats and opportunities related to 
climate transformation allows the com-
pany to take steps, which in both scenarios 

The strategy

analyzed make the LPP Group resistant 
to key threats and able to take advantage 
of these to improve the growth dynam-
ics, fi nancial results and the image of the 
company.

To develop an eff ective strategy that 
would allow us to reach zero net emission 
in the perspective of 2050, we must ap-
ply a comprehensive approach, including 
analysis of the potential climate scenarios 
and varying levels of probability of the 
related threats and opportunities. 

For the purpose of the analysis, we have 
adopted two diff erent hypothetical sce-
narios to ensure a better examination 
of resistance of our business model and 
development areas. This allowed us to 
understand how climate change could 
impact our activity in diff erent regions 
of the world and at all levels of the value 
chain, from procurement of materials and 
production through distribution to sales 
and use and disposal of our products by 
our customers. We selected two scenarios 
to analyze the threats and opportunities 
resulting from climate changes as recom-
mended by the TCFD:

• below 2°C and
• 4°C until 2050.

Selection of the key threats included such 
categories as physical risks (including sud-
den and chronic ones), market, regulatory, 
reputational and technological risks. 
The process of defi ning signifi cant risks 
was based on assessment of probability 
of emergence of a given phenomenon (on 

a scale of 1 to 5) and estimation 
of the most probable consequences (on 
a scale of 1 to 5) in one of the three cat-
egories: fi nances, image, continuity of 
action. To make this possible, we identifi ed 
an extensive list of environmental threats 
to be critically assessed and prioritized in 
line with the dimensions listed above. The 
result of this analysis allowed us to iden-
tify events that are highly probable and 
exert substantial impact on our activity. 
Due to the time scale and the nature of the 
climate change challenge, our risks and 
opportunities were assessed in various 
scenarios over the short- (2025), medium- 
(2030) and long-term (2050) perspective.

The key risks identifi ed, and the scenario 
analysis will be used to develop proper 
initiatives to mitigate the risks and to 
develop the future business strategies and 
adapt to the changing climate.
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Risks and opportunities

The threats that may impact the activity 
of the company were identifi ed already in 
the fi rst part of the supply chain, that is, 
obtaining of the necessary raw materials 
for production. Rising temperatures and 
melting of glaciers have two-fold conse-

The strategy

quences for regions that produce cotton – 
the main natural material used for produc-
tion. Over the short- and medium-term, 
it may translate into an increased risk of 
fl oods. On the other hand, in the medium- 
and long-term perspective, there is an in-

creased risk of limited access to water and 
prolonged droughts. Moreover, climate 
change is a driving force behind extreme 
weather conditions, such as intensive 
rainfall and increasingly violent monsoons, 
which in certain years may result in nega-

OBTAINING OF RESOURCES PRODUCTION DISTRIBUTION & SALES CUSTOMER

Physical (chronic) risk

Risk of limited availability of producers and subcontractors due to progressing climate change and increasing 
prices of raw materials for production

Market risk

Risk of limited availability and increase in price of materials from 
sustainable production (sustainable textiles, innovative materials) 
or materials from recycling

Risk of increase in own costs due to management of stores and supply chain costs due to increased electrical energy prices

Regulatory risk

Risk of limited availability and increased 
cost of marine logistics and timely transport

Reputational risk

Risk of a negative image and social pressure 
due to insuffi  cient, negative or improperly received 
messages

tive supply shocks. All of the above sce-
narios, if materialized, will result in limited 
availability of raw materials, leading to 
increased prices.

Extreme 
phenomena

High 
temperatures

Risk 
in sea level

Cyclones
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In the next part of our chain value, which 
is clothing production, we have identifi ed 
risks related to increased energy costs, 
which translate to a rise in fi xed costs 
across the entire supply chain. 

At the distribution and sales stage, the 
Company has identifi ed the already mate-
rializing fl uctuations in availability of load 
space in marine transport, which are sig-
nifi cant as they result in increased direct 
costs and uncertainty of timely deliver-
ies, which may lead to loss of opportunity 

to sell some of our collections at proper 
times. These changes, apart from sudden 
weather phenomena, result also from in-
clusion of marine transport in the regulato-
ry package of the European Union, related 
to the so-called Green Deal, in particular, 
Fit for 55. In the long-term perspective, 
we expect the EU climate policy to be-
come increasingly restrictive. 

The next area, in which we have identifi ed 
risks that are of importance for the com-
pany, is sales. We are aware of the fact 

EFFECTIVE RESOURCE 
MANAGEMENT

A chance to build the potential to bed 
used and diversify the directions of 
obtaining raw materials, including in re-
gions that are less threatened and which 
have a development potential.

This will contribute to an improved 
image of the company, as well as the 
industry, which will be seen as more 
friendly in terms of employment 
conditions in poorer regions.

PRODUCTS & SERVICES 

A chance for increased demand for 
products with reduced or neutral 
environmental impact due to a change 
in the shopping trends.

Increasing customer awareness of sig-
nifi cance of the problem constituting 
a negative climate change makes them 
more eager to reach form more sustain-
able products and brands that display 
awareness of the ongoing climate 
change.  

MARKET

A chance for increased availability 
and/or decrease in the costs of ob-
taining fi nancing for companies with 
defi nes climate objectives and a high 
ESG rating.

Increase in value of the company and 
promotion in the ESG rating may reduce 
the costs of obtaining fi nancing and 
improve the image of the Group.

RESISTANCE

A chance to improve the eff ectiveness 
and to optimise logistic activity and lower 
emission level (direct deliveries from the 
plant to the distribution center) thanks to 
an increase in the share in a given market 
(development of the sales network).

Thanks to higher demand on a given 
market, the Group may invest in distribu-
tion centers locally and direct transport 
there directly from suppliers. This results 
in improved eff ectiveness of transport and 
reduced negative impact on the environ-
ment.

that due to the scale of its activity and 
the market position of LPP, there is a risk 
that the environmental degradation prob-
lem by the fashion sector will be identifi ed 
with the LPP brand on the domestic and 
regional level. 

Apart from identifi cation of the key 
climate risks, we also perceive signifi cant 
opportunities that are possible thanks 
to climate changes, regulatory changes 
and consumer behaviors. Among these, 
the most important ones include:

Thanks to inclusion of the sustainable 
development issues in its business 
strategy, LPP company makes 
all eff orts to predict and analyze 
climate risks and take action to limit 
their impact on activity of the company 
and take full advantage of opportuni-
ties opening in the fashion industry 
in the short-, medium- and long-term 
perspective.

The strategy
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Risk management

LPP takes a responsible approach to 
threats related to climate change and their 
impact on business activity of the compa-
ny. Climate risk management is a compo-
nent of a broader, general corporate risk 
management process. The process of risk 
analysis and assessment is implemented 
on a regular basis.

For the key risks and opportunities, inter-
nal business process owners have been 
defi ned, who are responsible for specify-
ing the eff ective risk management mecha-
nisms, including the plan to limit the nega-
tive risk eff ects, as well as ways of using 
the key opportunities identifi ed.

Moreover, for climate risks, a scenario-
based approach is applied in line with 
the TCFD Recommendations. As a result, 
a long list of risks and opportunities has 
been identifi ed in three-time perspectives, 
and the most signifi cant of these have 
been selected.

The risk management results, including the 
climate risk level assessment and estima-
tion in both scenarios are presented to the 
company management, responsible for en-
suring the adequacy and resistance of the 
adopted strategy and long-term planning 
of the corporate value chain in the me-
dium- and long-term perspective.

The company units presented in the 
chapter on corporate governance 
and clearly defi ned responsibility 
of management board members for 
individual business areas are of key 
signifi cance from the perspective 
of risk management. 

It is also important, especially in the 
long-term perspective, to apply the 
approach of a regular threat analy-
sis, which allows for dynamic adap-
tation of the threat evaluation and 
their prioritization and ensures that 
adequate action is taken.
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Metrics and goals

Presented below are emission levels as-
sociated with activity of the LPP Group 
in 2021. A complex analysis of changes 
in emission levels will be presented in the 
subsequent years due to a change in the 
emission calculation methodology. 

At present, the LPP Group is at the stage 
of defi ning the medium- and long-term 
complex decarbonization strategy. The 
aim of the works conducted is to defi ne 
ambitious and realistic emission reduction 
goals for Scopes 1, 2, 3 (according to the 
GHG Protocol) that would match the 
ambition level of the Paris Agreement. 
As a part of the works conducted, the LPP 
Group will defi ne the measurable initia-
tives that make it possible to reduce 
emission in “own” activity (scope 1) and 
emission directly dependable on the LPP 
operations (scope 2) and defi ne the mo-
des of exerting impact on the remaining 
stages of the value chain (scope 3). 

LPP GROUP EMISSION CATEGORY 2021 emissions
(in Co2e tons)

% share

Scope 1 4,420.67 0.15%

Scope 2 11,985.14 0.40%

Scope 3 3,017,744.90 99.45%

Cat. 1 Raw materials and services purchased 1,911,943.33 63.36%

Cat. 2 Investment goods CAPEX 264,768.80 8.77%

Cat. 3 Emissions related to consumption of energy and fuels 
          (not included in SCOPE 1 and 2)

54,710.36  1.81%

Cat. 4 Transport and distribution of products purchased 155,156.82 5.14%

Cat. 5 Waste generated in the course of activity 386.83 0.01%

Cat. 6 Business trips 2,390.09 0.08%

Cat. 7 Employees commuting to work 22,008.43 0.73%

Cat. 8 Assets leased - sales outlets 365,807.46 12.12%

Cat. 9 Transport and distribution of products sold (e-commerce transport) 28,945.86 0.96%

Cat. 10 Processing of products sold 0.00 0.00%

Cat. 11 Use of products sold 169,307.20 5.61%

Cat. 12 Disposal of products sold 41,036.18 1.36%

Cat. 13 Assets leased 0.00 0.00%

Cat. 14 Franchise 1,283.55 0.04%

Cat. 15 Investments 0.00 0.00%

Total 3,034,150.71 100.00%

Among other things, the LPP Group will 
defi ne the measurable initiatives, allowing 
for limiting of direct (scope 1) and indirect 
emissions (scope 2), resulting from ope-
rating activity of the company, and defi ne 
the ways of reducing indirect emissions 
due to activity in the value chain (scope 3). 
At the same time, we realize that the pos-
sibility of decarbonization of the remaining 
value chain (scope 3) depends on access 
to the technology, the organizational and 
capital-related transformation potential 
of the main supplies, as well as the assu-
med and declared pace of eff orts made by 
other members of the global market 
to achieve neutrality.
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