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Task Force on Climate-Related Financial Disclosures 

(TCFD) Report 
 

To build on our existing climate risk mitigation efforts and to evaluate 

short- and long-term risks and opportunities, we assessed the types of 

climate change-related risks that we may be exposed to now and in the 

future. Through research and internal and external stakeholder 

engagement, we considered different climate scenarios and potential 

outcomes and assessed the associated effects of these risks and 

opportunities across our operations. This assessment, conducted in 

alignment with the guidance of the Task Force on Climate-Related 

Financial Disclosures (TCFD) will inform the adoption of climate-related 

targets and goals and our strategy to mitigate risks. It also supports the 

resiliency of our business against the identified risks while taking 

advantage of potential opportunities. 

This report enhances our transparency on climate-related issues and 

help guide our efforts to reduce our impact on climate change. In 2026, 

we will develop estimates of how these risks and opportunities may 

impact our financial performance and include that information in future 

disclosures.  

Our report follows relevant reporting guidance as outlined by TCFD and 

addresses the topics of Governance, Strategy, Risk Management, and 

Metrics and Targets. For each of the four topics, we highlight the specific 

process taken to evaluate our climate-related risks and opportunities, the 

associated outcomes, and our overall climate change management. 

ESG Governance at Kadant 

Environmental, social and governance (ESG) factors, including those 

related to climate change, represent potential risks and opportunities. 

Therefore, incorporating ESG risks into our decision-making process is 

necessary to position ourselves for long-term viability. We are committed 

to actively managing the ESG issues most material to our ability to create 

long-term value for our stakeholders and ensuring we operate in a 

sustainable, transparent, and ethical manner. 

Board Oversight of ESG and the ESG Committee 

Our Board of Directors (the Board) has oversight over ESG topics, 

including climate-related risks and opportunities and we consider 

business decisions through an ESG lens when appropriate. The 

development and implementation of ESG policies and related programs is 

a company-wide effort overseen by our corporate leadership team and 

the heads of our business units. This group is responsible for defining and 

leading our ESG strategy, in partnership with senior management, the 

Risk Oversight and Sustainability Committee, and the Board. Our General 

Counsel regularly reports to the Board on ESG topics and the Board 

reviews our ESG reports prior to publication. 
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Task Force on Climate-Related Financial Disclosures (TCFD) 

The TCFD process is overseen by our General Counsel. This reporting 

framework assesses our operations under various climate change 

scenarios to identify the relevant risks and opportunities. 

 

Risk Management 

Identifying Key Climate Risks 

Our senior leadership oversees an enterprise risk management 

(ERM) process each year. This process supports us in achieving our 

strategic priorities and considering and mitigating risks to the 

business. As part of this process, we consider various risks, including 

those related to ESG and climate, and assess the likelihood of 

occurrence, significance, and potential impact and mitigation 

strategies. This allows us to prioritize the risks that pose the most 

material impact to our business and identify risk management 

actions needed to mitigate them. 

Climate Scenarios 

The senior management teams for each of our businesses reviewed 

quantitative and qualitative information related to the medium-and 

long-term impacts of climate change using publicly available information 

and considered the risks and opportunities related to two scenarios. The 

first is a “Business as Usual” scenario, where greenhouse gases continue 

to be emitted in a relatively unabated manner. The assumption is that 

this scenario will result in substantial warming of the climate, where this 

warming is manifested as increased sea level rise, increased frequency 

and intensity of storms, droughts, changes to agricultural productivity 

and other outcomes. Our assumption is that this scenario will result in a 

variety of physical risks and opportunities that need to be evaluated in the 

context of our business, including our operations and value chain. 

Warming beyond the projections associated with the “Business as 

Usual” scenario are assumed to only exacerbate the projected impacts 

we identify here.  

The other scenario we considered corresponds to the International Energy 

Agency’s 1.5°C Degree Sustainable Development Scenario, a “Strong 

Mitigation” scenario, where the world has made the necessary regulatory, 

technological, and policy shifts to abate emissions and prevent the world 

from warming more than 1.5°C. In this scenario, most physical risks may be 

avoided, but the actions necessary to achieve this scenario may present a 

variety of transitional risks and opportunities that need to be evaluated in 

the context of our business, including our operations and value chain. 

Risk Areas Classified as Priorities 

Using these scenarios as a guide, our leadership teams were asked to 

identify specific risks and opportunities for their businesses that need 

to be considered in the context of climate change. The following are the 

results of that effort. 

The following physical risks were identified as the most likely and/or 

impactful in the context of the “Business as Usual” scenario as they could 

result in physical damage to our businesses or decrease our value. 

• Lack of input material availability 

• Excessive energy demand 

• Increase in adverse weather events 

• Increase in the frequency of forest fires and degradation 

Transition risks to our business 

The primary transition risks to our business include: 

• Investor ESG priorities 

• Increase in customer focus on sustainable services and products 

• Increase in investment costs 

Each of these risks could require increased expenditures on our part to 

mitigate them, including lowering our emissions. 
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Active Risk Management 

To manage risks, our dedicated team oversees comprehensive processes 

and procedures. We use a variety of tools to proactively monitor, analyze, 

and respond to risks. For example, we regularly conduct assessments 

to identify key areas of exposure and opportunities. For weather-related 

climate risks, we have crisis response and business continuity plans that 

we periodically reevaluate and update and our divisional leadership 

teams periodically review the performance of their businesses for 

financial and climate resilience. 

Through risk management, our goal is to be a nimble and resilient 

organization that can adapt to the effects of climate change and 

contribute to the mitigation of additional climate-related impacts. 

 

Climate Strategy 

Through our differentiated business model and key strategic priorities 

related to ESG, we deliver benefits to our stakeholders. 

We remain intentional about continuous improvement by conducting 

assessments of ESG best practices, setting and achieving meaningful 

goals, and evaluating our approach to ESG leadership. Fundamental 

to our ESG and business strategy is our focus on innovation, customer 

service, cost control, and targeted acquisitions. Our strategy is 

potentially impacted directly or indirectly by climate change-related 

issues, and this exercise is intended to highlight those connections. 

Our strategy for addressing climate change has three main 

components: efficiency, renewable energy, and engagement. 

Each of our business units is asked to assess their operations for 

opportunities to use energy resources more efficiently. Through the 

targeted use of energy audits and through the institutional knowledge 

of team members, we look for opportunities to reduce our energy usage, 

which would reduce costs and lower our greenhouse gas emissions. 

For the past few years, we have purchased renewable energy 

certificates which represent the amount of electricity our operating 

divisions use in a given year not already supplied from renewable 

sources. In 2025, we purchased just over 34,000 MWh of renewable 

energy certificates.  

Each division is also seeking economically and technically viable 

opportunities to deploy renewable technologies onsite. This is primarily 

focused on solar energy generation and will include other renewable 

options as technologies become viable. 

Lastly, we seek to engage with actors in our value chain, both 

upstream and downstream, to identify opportunities to reduce 

our greenhouse gas footprint, particularly those related to Scope 3 

emissions. Kadant has committed to set near-term company-wide 

emission reductions in line with climate science with the Science 

Based Targets initiative (SBTi). In late 2025, Kadant submitted these 

near-term reductions to SBTi and plans to begin the validation process 

in 2026. 



KADANT 2025 TCFD Report  
 

 

 

Climate-Related Physical Risks 

Our analysis of a “Business as Usual” scenario identified the following short- and long-term physical risks, for which we determined an appropriate 

mitigation action plan. 
 

Physical Risk Potential Impact Time Frame Management Approach 

Lack of Input 

Material Availability 

Climate change may drive 

significant change in input 

material availability (i.e., steel, 

lumber, etc.) and thus adversely 

affect production costs and 

schedules throughout the industry 

Medium to long 

term. 

As part of our regular risk management efforts, our businesses assess which 

materials are most at risk for supply interruptions, climate-related or otherwise. 

Based on findings, we assess customers’ demands based on material availability, 

bulk, pre-order, and store materials with longer lead times and work to anticipate 

potential sourcing challenges. To further mitigate this risk over the long term, we 

may seek to diversify our sources for materials and increase sourcing from local 

vendors. 

Excessive Energy 

Demand 

Climate change may increase 

electricity demand for cooling in 

the summer and decrease 

electricity, natural gas, heating oil, 

and wood demand for heating in 

the winter. If there are energy 

shortages, our plants will be 

significantly impacted. 

Short to long term To improve energy efficiency, our businesses have been asked to assess 

opportunities to implement energy efficiency measures such as smart controls, 

LED lighting, insulation, and other measures in their properties. 

Increase in Adverse 

Weather Events 

More frequent storms could 

disrupt energy production and 

delivery by damaging electricity 

infrastructure, fuel delivery 

infrastructure, and equipment, 

power plants or storage facilities. 

Short to long term To better understand current risk exposure of our properties, we will monitor 

changing weather patterns over the medium and longer-term in highly susceptible 

areas and where appropriate, assess storm response systems, and implement 

updates to infrastructure as needed. 

Increase in the 

Frequency of 

Forest Fires and 

Degradation 

Forests face a potential 

increase in the number and 

intensity of fires, pests, and 

pathogens related to climate 

change which would primarily 

impact our customer 

operations due to limiting the 

availability of timber 

resources in some regions. 

Short to long term We will continue to innovate technologies that allow our customers to maximize 

recovery of fiber from recycled paper (rather than primary timber resources), 

efficiently utilize lower-quality fibers, and feedstock and develop markets for 

alternative fiber sources. 
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Climate-related Transition Risks 

From our analysis of a “Strong Mitigation” scenario, we have identified the following short- and long-term transition risks and determined 

appropriate mitigation plans. We excluded fluctuation in power pricing, because while renewable energy may increase in price, the risk would not 

represent an existential threat to our business. 

 

Transition Risk Potential Impact Time Frame Management Approach 

Investor ESG Priorities Investors are focused on aspects of 

sustainability which they see as not only 

beneficial for the environment, but also 

to manage risk in their portfolio 

companies. Loss of investor interest can 

result in loss of capital. 

Short to long term As part of our existing ESG strategy, we will continue to evaluate 

industry ESG expectations and implement measures to exceed 

those expectations. 

Increased Customer 

Focus on Sustainable 

Services and Products 

Customers are becoming more 

conscientious and focused on energy 

efficiency and reducing costs via 

sustainable products. Our customers 

may show a preference for products with 

a lower carbon footprint. 

Short to long term We plan to expand communications with customers to better 

understand customer needs, improve our collection and 

communication of environmental data, and implement new 

sustainability measures in alignment with customer expectations. 
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Climate-related Opportunities 

Resulting from our analysis of both scenarios, we identified the following short- and long-term climate-related opportunities and determined a plan 

of action to realize these potential benefits. 

 

Opportunities Potential Impact Time Frame Management Approach 

Resource Efficiency The demand for energy, raw materials, and 

water-efficient solutions may grow in the 

near future. 

Short to long term We will continue our strategy of innovating new 

technologies that maximize resource utilization, minimize 

energy and water consumption, and that can utilize new 

feedstocks that may emerge in a climate-impacted world. 

Talent Acquisition Talent is increasingly interested in working for 

companies that serve a broader mission and 

operate sustainably. Talent of certain 

geographic locations and demographics may 

be more focused on working for companies 

whose mission and values align with their 

own. 

Short to long term To attract and retain top talent, we will promote our 

sustainability efforts internally and externally to current 

and prospective employees. 

Cost Savings Updating facilities and utilizing more 

efficient manufacturing equipment not only 

helps the environment but also lowers 

operating costs. This opportunity could be 

attractive to our customers and our 

employees. 

Short to long term To maximize ESG impacts and long-term cost savings, we 

will continue to review standards and technologies that can 

be introduced to increase efficiencies both for our own 

operations and for our customers. 

Expanded Customer Base Low-carbon technological innovation and/or 

raw materials may appeal to new 

customers and broaden our market 

opportunities. As energy efficient products 

increase, our customers who produce such 

technology may also increase their 

efficiency. 

Short to long term To expand our customer base, we intend to continue 

external ESG marketing communications. This will 

showcase ESG benefits to potential customers and increase 

transparency. 
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Metrics and Targets 

After completing our TCFD process and identifying risks and opportunities, we are focused on setting targets and tracking metrics that allow us to 

reduce our environmental impact. Our role in addressing climate change starts with tracking our energy and emissions. We closely monitor our Scope 1, 

2 and 3 emissions. By tracking emissions and energy usage, we can make decisions and set targets that take advantage of available opportunities while 

mitigating risks to our operations. Our 2024 GHG emissions, including those for Scopes 1, 2 and 3 emissions can be found in our latest sustainability 

report.  

We are also developing a climate action plan that aligns with our SBTi approved goals and with the Paris Agreement’s recommended 1.5°C threshold. 

These goals align with our strategic focus to support the decarbonization of the technology and engineered systems industry and further our 

commitment to sourcing renewable energy where possible and reducing emissions across our value chain. 
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