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1.Prepared in alignment with IFRS S2 Climate-related Disclosures

Climate-Related Risk Disclosures1

Governance
DIRTT’s Board provides oversight of the company’s 
sustainability strategy and ESG performance. The 
Board monitors climate-related risks and opportunities, 
ESG initiatives and reporting, stakeholder engagement 
and transparency, and upholds strong ethical business 
practices and governance. Executive management 
oversees the identification and management of climate 
related risks through existing operational and enterprise 
risk management processes, with periodic reporting to 
the Board as appropriate. 

Strategy
Our climate strategy is designed to mitigate 
environmental impact while protecting long-term 
enterprise value and operational resilience. We are 
focused on reducing greenhouse gas emissions 
across operations, improving energy productivity, 
and advancing renewable energy adoption where 
economically viable. Climate considerations are 
integrated into capital allocation, product design, and 
supply chain strategy to manage cost exposure, maintain 
regulatory compliance, and align with evolving customer 
and investor expectations.

The company’s strategy is focused on energy efficiency, 
electrification, supplier engagement, and low-carbon 
product innovation and is intended to mitigate both 
transition and physical risks, supporting resilience across 
a range of climate scenarios. Ongoing scenario analysis 

informs capital allocation, operational planning, and risk 
management processes.

Risk Management
DIRTT conducts regular assessments to identify and 
evaluate climate-related risks across its operations, 
including physical risks (e.g., extreme weather 
and supply chain disruption) and transition risks 
(e.g., regulatory change and evolving customer 
preferences). These risks are evaluated under a range 
of climate scenarios, including lower-temperature 
pathways (1.5°C–2°C), where transition risks are 
more pronounced, and higher-temperature pathways 
(3°C–4°C), where physical risks increase in frequency 
and severity. Mitigation measures include supplier 
diversification, business continuity planning, and 
scenario analysis.

Risks are assessed across short-, medium-, and long-
term horizons and prioritized based on potential impact 
to inform operational and strategic decision-making. 
Climate related risks and opportunities may affect 
operating costs, capital expenditure, supply chain 
reliability, and revenue generation, with key exposures 
including energy costs, carbon pricing, raw materials, 
and demand for low carbon solutions.

Under lower temperature scenarios, transition risks 
are expected to increase operating costs and capital 
investment requirements, potentially impacting margins. 
Under higher temperature scenarios, physical risks 
are expected to have greater impacts on operational 
continuity, asset integrity, and insurance related costs.

Climate related risks are integrated into enterprise 
risk management processes and evaluated alongside 

broader operational and financial risks.
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Climate-Related Risk

RISK 
CATEGORY RISK 1.5-2°C CLIMATE SCENARIO 

(TRANSITION-DRIVEN)
3-4°C CLIMATE SCENARIO 

(PHYSICAL-DRIVEN)

Physical 
Risk, Acute

Extreme Weather Events 
DIRTT’s manufacturing operations and distributed production partners operate in regions 
exposed to extreme weather events, including storms, heavy snowfall, wildfires and extreme 
temperatures. These events may disrupt operations, damage infrastructure, or interrupt 
supply chains, potentially leading to extended project lead times, increased operating and 
logistics costs, lost revenue and higher insurance premiums or deductibles.  
(Short to Long Term, High Priority)

Medium Risk with  
climate impacts expected  
to be partially mitigated  
by climate action

High Risk due to increased 
frequency and severity of 
weather events

Workforce + Operational Disruption 
Extreme weather, wildfire smoke, and temperature shifts may impact operations, workforce 
productivity, and facility performance. These conditions may result in reduced labour 
productivity, increased absenteeism, higher health and safety costs, and incremental capital 
expenditures to maintain safe and reliable operations.  
(Short to Long Term, High Priority)

Medium Risk with  
climate impacts expected  
to be partially mitigated  
by climate action

High Risk due to increased 
frequency and severity of 
weather events

Construction Delays 
Increased frequency or severity of extreme weather events may disrupt third party 
construction schedules, resulting in delayed interior build outs and potential impacts to 
DIRTT’s project pipeline and revenue streams. 
(Short to Long Term, Medium Priority)

Medium Risk with  
climate impacts expected  
to be partially mitigated  
by climate action

High Risk due to increased 
frequency and severity of 
weather events

Supply Chain Disruptions 
Climate related events affecting suppliers or transportation corridors could disrupt the 
availability of key materials or components, affecting project lead times, resulting in lost or 
delayed revenue, and increasing operating costs, impacting product margins.    
(Short to Long Term, High Priority)

Medium Risk with  
climate impacts expected  
to be partially mitigated  
by climate action

High Risk due to increased 
frequency and severity of 
weather events

Physical 
Risk, 
Chronic

Energy Cost Volatility 
Climate related factors, including temperature variability and fluctuations in energy supply, may 
contribute to volatility in energy prices. As a result, energy intensive manufacturing activities 
could experience higher or more variable operating costs, potentially impacting margins.  

(Medium Term, Medium Priority)

High Risk driven by  
carbon pricing and  
energy transition 

High Risk driven by  
supply disruptions due  
to frequency and severity  
of weather events
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Physical 
Risk, 
Chronic 

Insurance + Asset Risk 
Long-term climate changes leading to more extreme weather events may increase 
insurance premiums. In addition to raising premiums, reduced insurance availability or 
higher deductibles in certain regions may increase DIRTT’s retained risk exposure, including 
potential impacts to cash flow in the event of asset damage or business interruption.  
(Medium to Long Term, Medium Priority)

Medium Risk due  
to rising premiums

High Risk due to reduced 
availability, higher deductible 
and asset exposures

Global Temperature Impacts 
Rising average temperatures could increase energy demand to support temperature control 
in our manufacturing facilities. Increasing forest fire events could lead to facilities upgrades 
to improve air quality management in our manufacturing facilities.  
(Medium to Long Term, Medium Priority)

Medium Risk with  
climate impacts expected  
to be partially mitigated  
by climate action

High Risk due to increased 
operating and capital costs 
requirements

Transition 
Risks, Policy 
+ Legal

Regulatory + Legal Compliance Risks 
Government regulatory frameworks continue to evolve and change with time and can result 
in carbon pricing mechanisms, enhanced energy efficiency standards, and expanded climate 
related disclosure requirements. DIRTT is exposed to increasing carbon pricing mechanisms, 
particularly in Canada, which are expected to increase input costs associated with 
electricity, natural gas, and logistics. The magnitude of impact will depend on future carbon 
price trajectories, energy procurement strategies, and the company’s ability to improve 
energy efficiency, electrify operations, and pass through incremental costs to customers. 
These dynamics may affect operating margins over time.  
(Medium to Long Term, High Priority)

High Risk due to  
accelerated regulation  
and rising carbon costs

Low Risk due to  
slower policy action

Supplier Readiness + Compliance 
As climate related expectations increase across the construction value chain, some 
suppliers may face challenges adapting to new regulatory requirements. Dependence 
on emission intensive materials exposes DIRTT to procurement cost volatility, potential 
supply constraints, and margin pressure as suppliers transition to lower carbon production 
methods. Suppliers that are unable to meet emerging emissions or disclosure requirements 
may impact product cost, availability, and competitiveness in key markets.  
(Medium to Long Term, Medium Priority)

High Risk due to  
accelerated regulatory 
expectation on suppliers  
to decarbonize

Low to Medium Risk  
due to slower policy action

Evolution of Building Codes 
Ongoing changes to building codes and environmental performance standards may 
influence demand for construction products that meet specific sustainability requirements. 
Failure to align products with evolving code requirements could affect market adoption and 
revenue opportunities.  
(Long Term, Low Priority)

High Risk due to rapid 
tightening of standards

Low to Medium Risk due  
to slower policy action

Climate-Related Risk Continued
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Transition 
Risks, 
Technology

Technology Competitiveness  
Rapid advancement of lower carbon construction materials and digital carbon tracking 
solutions may shift market preferences toward competing systems. Failure to maintain 
competitive embodied carbon performance or invest in decarbonization technologies could 
result in loss of market share, impacting revenue, or require accelerated capital investment.
(Medium to Long Term, Medium Priority)

High Risk due to regulatory 
and policy advancements 
creating demand for low 
carbon innovation

Low to Medium Risk  
due to slower policy action 
creating less demand for 
low carbon innovation

Transition 
Risks, 
Market

Evolving Sustainability Expectations 
Customer demand is increasingly shifting toward low carbon, circular, and adaptable 
construction solutions, alongside a growing expectation for verified ESG disclosures. 
Products that do not align with these evolving sustainability criteria may face reduced 
market acceptance, potentially impacting revenue and competitive positioning.  
(Short to Long Term, High Priority)

High Risk due to policy 
demand creating a market  
for sustainable products

Low to Medium Risk  
as market demand shifts  
at a lower pace

Capital Access + Financing Risk 
ESG performance and climate related disclosures are increasingly incorporated into lending, 
insurance, and investment decisions. Failure to meet evolving expectations may result in 
higher cost of capital, reduced access to financing, or exclusion from sustainability linked 
procurement opportunities.  
(Short to Long Term, Medium Priority)

High Risk as policy  
drives ESG performance  
expectations

Low to Medium with  
slower policy action.

Transition 
Risk, 
Reputation

ESG Credibility + Transparency Expectations 
Increased scrutiny from investors, customers, and other stakeholders may arise if sustainability 
claims are perceived to be misaligned with underlying performance. Such perceptions could 
adversely affect stakeholder confidence, brand reputation, and access to capital.  
(Short to Long Term, High Priority)

High Risk with enhanced 
disclosure expectations

Medium Risk with relevant 
transparency policies in 
place but less disclosure 
requirements

Climate-Related Risk Continued
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Sustainable Product Leadership 
DIRTT is positioned to capture growth in sustainability driven construction practices through low embodied carbon 
products supported by environmental product declarations (EPDs) and circular design principles. These capabilities 
support access to premium market segments and increase competitiveness in ESG driven procurement processes.

Expansion of circular material flows, including product take-back, reuse, and refurbishment programs, presents 
opportunities to generate incremental revenue streams while reducing raw material costs and supply risk. 

(Short to Long Term, High Priority)

Supply Chain Resilience + Risk Management  
DIRTT works with distributed manufacturing partners to strengthen supply chain resilience by incorporating 
climate resilient practices, including supplier diversification, redundancy and proactive risk management 
practices. This approach supports continuity of operations and mitigates exposure to climate related disruptions. 

(Medium to Long Term, Medium Priority)

Energy Strategy 
Investments in energy efficient manufacturing processes and renewable energy adoption support cost 
management and operational efficiency while strengthening DIRTT’s market position with customers that 
prioritize sustainability considerations in procurement decisions. These initiatives may reduce exposure to 
future energy price volatility and carbon costs while supporting margin stability over the medium to long 
term timeframe.  

(Short Term, High Priority)

Electrification  
The continued electrification of manufacturing processes and building systems represents an opportunity 
for DIRTT to reduce operational emissions, improve energy efficiency, and lower exposure to fossil fuel price 
volatility over time. Electrification positions the company to benefit from grid decarbonization as well as 
access to potential policy incentives, improving long-term cost competitiveness.

(Medium to Long Term, Medium Priority)

Climate-Related Opportunities Metrics + Targets 
 
DIRTT monitors climate related risks and opportunities 
through operational metrics, including energy consumption, 
efficiency, and facility performance. The company 
measures and reports Scope 1 and 2 greenhouse gas 
emissions and is progressing its assessment of Scope 
3 emissions across the value chain in line with evolving 
disclosure expectations.

Formal greenhouse gas reduction targets and a climate 
transition plan are under evaluation, aligned with 
regulatory developments and investor expectations. 
These metrics and targets are intended to support the 
assessment and management of climate related financial 
risks, inform capital allocation decisions, and enhance 
transparency for investors and other stakeholders.

The transition approach focuses on improving energy 
efficiency, advancing electrification, and engaging 
suppliers to reduce emissions intensity across 
operations and the value chain. These actions are 
intended to strengthen business model resilience  
and maintain cost competitiveness under a range  
of climate-related scenarios.
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Transparency, Accountability + Reporting  
Cautionary Note on Forward Looking Statements
Certain statements contained in this Report are 
“forward-looking statements” within the meaning of 
“safe harbor” provisions of the United States Private 
Securities Litigation Reform Act of 1995 and Section 21E 
of the Securities Exchange Act of 1934 (the “Exchange 
Act”) and “forward looking information” within the 
meaning of applicable Canadian securities laws. All 
statements, other than statements of historical fact 
included in this Report, regarding our strategy, future 
operations, financial position, estimated revenues and 
losses, projected costs, prospects, plans and objectives 
of management are forward-looking statements. When 
used in this Annual Report, the words “anticipate,” 
“believe,” “expect,” “estimate,” “intend,” “plan,” “project,” 
“outlook,” “may,” “will,” “should,” “would,” “could,” “can,” 
“continue,” the negatives thereof, variations thereon 
and other similar expressions are intended to identify 
forward-looking statements, although not all forward-
looking statements contain such identifying words. In 

particular and without limitation, this Report contains 
forward-looking information pertaining to the effect of 
our strategic priorities on increasing value creation; the 
application of our processes and technology and the 
benefits therefrom, forecast operating and financial 
results, the competitiveness of the Company’s solutions, 
the liquidity and capital resources of the Company, 
the effects that current claims against the Company 
and expiring patents will have on the Company’s 
business, financial condition, results of operations and 
growth prospects; our executive management team 
and the effect the rating systems established by the 
U.S. Green Building Council will have on demand for 
products, systems and services in the U.S. market; and 
our goals and expectations towards meeting certain 
ESG goals and metrics. Forward-looking statements 
are based on certain estimates, beliefs, expectations, 
and assumptions made considering management’s 
experience and perception of historical trends, current 

conditions and expected future developments, as well 
as other factors that may be appropriate. Forward-
looking statements necessarily involve unknown risks 
and uncertainties, which could cause actual results 
or outcomes to differ materially from those expressed 
or implied in such statements. Due to the risks, 
uncertainties, and assumptions inherent in forward 
looking information, you should not place undue reliance 
on forward-looking statements. Our past results of 
operations are not necessarily indicative of our future 
results. You should not place undue reliance on any 
forward-looking statements, which represent our beliefs, 
assumptions and estimates only as of the dates on which 
they were made, as predictions of future events. We 
undertake no obligation to update these forward-looking 
statements, even though circumstances may change in 
the future, except as required under applicable securities 
laws. We qualify all our forward-looking statements by 
these cautionary statements.
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