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[bookmark: _Toc87012222]About this Project

I have been engaged by DOF to undertake an evaluation of their organisational sustainability Profile. In doing so, this report shall appraise DOF’s exposure to three Climate Risk Scenarios and the organisations existing sustainability transition and adaption stategies.

The climate scenarios shall be interpreted into risks and opportunities within the areas of;
· Physical, climatic changes;
· Market Impact;
· The need for technology and digitalisation;
· Changes in policy and regulation; and 
· Reputational risk.

Through this methodology, this Report seeks to identify and describe;
· Existing sustainability initiatives, practices and processes across DOF’s Value Chain;
· Key stakeholder interests concerning sustainability;
· DOF's relative position to peers in sustainability performance.

This report shall not make recommendations based upon the above. It is intended that future reports or plans shall be developed for this purpose.  
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[bookmark: _Toc87012223]Organisational Overview

DOF is considered a leading provider of ‘integrated subsea project and marine services’. DOF is unique in the industry as it both owns and operates its vessels and subsea equipment. Combined with its regional offices, DOF can deliver multi-discipline services globally from a single organisation. 

A more comprehensive company profile and 2020 performance can be found in Appendix A.  
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[bookmark: _Ref86481131][bookmark: _Toc87093188]Figure 1 DOF Company Profile
[bookmark: _Toc87012224]Climate Risk Scenarios (CRS) Background & Assessment

The Task Force for Climate-Related Disclosures (TFCD) and International Monetary Fund (IMF) has made CRS assessments a key recommendation for business transparency and continuity in the financial sector (Task Force on Climate Related Financial Disclosures, 2017) (International Monetary Fund, 2021). A press release from the UK Government in October 2021 also indicates that this style of assessment shall become expected across other industries and the UK’s largest companies (GOV.UK, 2021).

For DOF, the requirement to perform or disclose CRS outcomes remains voluntary. Nevertheless, Climate Risk Scenarios (CRS) are a valuable method to guide existing policy and action towards future sustainable operations (Faure, et al., 2017) regardless of industry. 

CRS methodologies present a range of sustainability impacts across diverse climate outcomes. DOF can use this information to interrogate plausible risks and opportunities to the organisation in an otherwise complex and uncertain topic like climate change (Acclimatise News, 2017). Figure 2 visualises some of the business continuity topics typically associated with climate change; 
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[bookmark: _Ref85641136][bookmark: _Toc87093189]Figure 2 Climate Change Risk and Opportunities Source: (Task Force on Climate Related Financial Disclosures, 2017)
















Using climate risk and opportunities to prompt longer-term strategic thinking will build business resilience around future climatic scenarios, as represented in Figure 3. This is particularly important for DOF and their current 'One DOF, for the Future' restructuring campaign (DOF ASA, 2020). 
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[bookmark: _Ref85899881][bookmark: _Toc87093190]Figure 3 The Role of Scenarios in the Strategic Management Process Source (TFCD, 2020)
Methodology

Two main approaches can be applied to a CRS Assessment (Figure 4);
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[bookmark: _Ref85636353][bookmark: _Ref85636335][bookmark: _Toc87093191]Figure 4 Exploratory vs Normative CSR Methodologies Source: (TFCD, 2020))
Based on TFCD's recommendations, this Report shall use an 'Exploratory' CRS approach to assess DOF's organisational and strategic resilience to climate change (TFCD, 2020). 










[bookmark: _Toc87012225]Scenarios: A Story of Three Climatic Outcomes

This Report has adapted three scenarios (SSP1-1.9, SSP2-4.5 & SSP5-8.5) taken from the Intergovernmental Panel on Climate Change (IPCC) 6th Assessment Report (Intergovernmental Panel on Climate Change, 2021). See Appendix B for more detail. 

For the purpose of this Report, Figure 5 builds upon IPCC’s science-based scenarios with an account of what the operating landscape may look for DOF like between 2030 – 2050. 
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[bookmark: _Ref86421949][bookmark: _Toc87093192]Figure 5 Hypothetical Climate Scenarios (Stone, 2021) (Intergovernmental Panel on Climate Change, 2021)



















[bookmark: _Toc87012226]Summary of CRS Risks and Opportunities

Figure 6 maps out hypothetical CRS within the context of physical, political, market, technological and reputational risk and opportunities to DOF. 

Rather than being comprehensive, this list is intended to provide a cross-section of risks and opportunities and form the basis for further discussion.
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[bookmark: _Ref86845622][bookmark: _Ref86243052][bookmark: _Toc87093193]Figure 6 Scenario Risk & Opportunities
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[bookmark: _Toc87012227]Analysis - Physical Risks 

The IPCC 6th edition report outlines climatic changes to the physical environment that can be superimposed as risks or opportunities to DOF's business continuity. These are summarised below;


                                                                                         Risk: Extreme Weather


Opportunity: New transit routes and geographical locations for exploration

Risk: Frequency of climatic extremes

Risk: Sea level Rise











Opportunity: Leveraging the competitive advantage of modern fleet hardware




[image: ]
[bookmark: _Toc87093194]Figure 7 Physical Risk Summary
Fleet Modernity:

DOF's business model is based on modern vessels supporting offshore activities (DOF ASA, 2020). The modernity of the fleet and hardware mitigates some of the schedule risk associated with operations in inclement weather as the vessels can 'hold position' in rougher seas. DOF’s Vessels can operate in a wide weather window, decreasing 'downtime' by utilising existing dynamic positioning technology. 

Regardless of this fact, if the frequency of extreme weather events increases, DOF's fleet will experience more weather-related interruption due to mandated operating limits. In response, clients seek to pass on this schedule risk through their supply chain by contractual means. This subsequently increases DOF's financial risk exposure. Compared to industry peers, DOF can leverage their modern hardware advantages as an attractive proposition for clients to mitigate weather-related downtime costs.


Operating costs and barriers to future work

Operational expenditure (OPEX) of the fleet will also increase if scenarios 2 and 3 become a reality. Vessels will burn more fuel holding position, transiting or waiting in rough seas, crew changes will become disrupted by weather events, and there will be increased frequency of asset damage in severe weather. In recognition of these risks, clients assess vessel operators' ability to mitigate these additional costs within project tendering and pre-qualification phases. 

If DOF cannot regulate additional OPEX costs associated with climate change, they will be excluded and price themselves out of future projects. 

New Markets and Opportunities

DOF's also operates a diverse fleet of vessels by design (DOF ASA, 2020). As such, the organisational impact is mitigated if a sector of the industry is impacted by climate change as vessels can move between regions and markets. 

DOF's diverse fleet can already accommodate crew in thermal extremes through existing naval designs and accommodation facilities. Therefore, capital expenditure (CAPEX) on retrofitting systems to accommodate seafarers in climatic extremes should be comparatively lower than industry peers with older and less diverse fleets. 
[image: ]
Furthermore, the diversity of vessels design allows DOF to seize new opportunities. For example, DOF has numerous 'Ice-Class' vessels that can be operated across icy sea routes. As Arctic and Antarctic regions open in scenarios 1 and 2, DOF could utilise existing vessels in these regions for new tasks. Such as, ice towing and clearing pathways for cargo shipping (Ghosh, 2021).  




[bookmark: _Toc87093195]Figure 8 Towing an Iceberg (Patowary, 2014)












[bookmark: _Toc87012228]Analysis – Policies and Regulations 

It is apparent within DOF’s 2020 Integrated Report that incumbent climate change policy and regulation changes present a material concern to DOF and its stakeholders (DOF ASA, 2020). This is exacerbated by the current void between industry commitments towards emission reduction and action (Climate Action Tracker, 2021) (Intergovernmental Panel on Climate Change, 2021). The unknown complexity, consistency, volume and demands of climate change policies across DOF's operational jurisdictions creates significant uncertainty and a transition risk for the organisation. Figure 9 demonstrates the variances in emission reduction targets, which could indirectly affect DOF. 
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[bookmark: _Ref86846168][bookmark: _Toc87093196]Figure 9 Policy Scenarios
Figure 10 applies some organisational context to Policy and Regulation CRS outcomes;



Risk: Enforced emission reduction targets




Risk: Pressure on industry to cease fossil fuel exploration and production




Risk: Implementation of fiscal policies to alter fossil fuel demand




Risk: ESG reporting, taxonomy and investor sentiment
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[bookmark: _Toc87093197]Figure 10 Climate Change Policies and Regulation Risks

Partnerships and Alliances

With little clarity over the future alignment of climate change policies, there is an inflexion point for the oil and gas industry. Either wait to conform or predict market demands and seek a competitive advantage beyond compliance (Steinberg, 2020).

To offset policy and regulation risk, DOF has formed strategic alliances in the industry. This has enabled them to;
· Establish an industry leading research and development project that has developed digitalisation technology, optimising fleet engine efficiency;
· Work with vessel classification societies to develop cutting-edge vessel efficiency management plans;
· Engage engineering consultants to investigate circular economy and perform ship lifecycle analysis;
· Form joint ventures with shore-based engineering companies to establish turnkey renewable energy products and services; and
· Place executive management team members within trade organisations to develop sustainability codes of practice the industry.

 (DOF ASA, 2020)

These noncompetitive industry alliances are characterised by high interaction, low business conflict and shared interests in establishing transformative products or services. Working with partners to scale and replicate promising innovation, research, industry standards, DOF mitigates compliance risk by helping to define the industry benchmark. Peers in the industry waiting for coercive market pressures (or lack thereof in scenario 3) will have a low initial outlay of adaption costs but face higher financial exposure should Scenario 1, or 2 regulatory reforms come to fruition (Diakos & Bisisidis, 2020). 


“These noncompetitive industry alliances are characterised by high interaction, low business conflict and shared interests in establishing transformative products or services.”




















Voluntary Disclosures

Recognising evolving stakeholder expectations, DOF has also opted to disclose its sustainability performance through the Carbon Disclosure Project and Annual reports (Figure 11) (DOF ASA, 2020). 
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[bookmark: _Ref86928043][bookmark: _Toc87093198]Figure 11 Cross-industry partnerships & 2020 Integrated Annual Report (DOF ASA, 2020)               

Over 10 years of reporting, non-financial reporting programs have transitioned from the Health, Safety and Environmental Department to Financial, Governance, Risk and Compliance functions. Non-financial and financial material issues (such as climate change) are now considered and reported together, articulating to stakeholders the interconnectedness of the two factors within DOF’s business performance and strategy. 

ESG Accolades

DOF’s maturity in non-financial reporting has also allowed them to become recognised as an industry segment leader;
[bookmark: _Ref85974870][image: ]
[bookmark: _Toc87093199]Figure 12 Sustainability Accolades (DOF ASA, 2021)


DOF has leveraged third-party sustainability accolades as a competitive differentiator for investors, clients and other stakeholders. Although this does not alter overall sentiment in the industry, it does make DOF a more attractive proposition within the market. 


[bookmark: _Toc87012229]Analysis – Market and Technology 




Risk: Alternative fuel and energy sources




Risk: Increased requirements on fleet for energy efficiency




Risk: Write-down of asset value




Opportunity: Development and commercial feasibility of emerging technologies





Opportunity: Diversification into new markets
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[bookmark: _Toc87093200]Figure 13 Market and technology risks
The Technological Gap

Existing measures to reduce international shipping greenhouse gas emissions are primarily concerned with increasing the energy efficiency of vessels. The shipping industry will likely need to adopt alternative means of vessel propulsion to achieve more aggressive decarbonisation targets, as implied by Scenario 1 (OECD, 2018). Immediately, this presents a transition risk for DOF, as all existing vessels operate with Marine Gas Oil (MGO). However, this risk is shared by industry peers, as 82% of international shipping uses the same nonrenewable fuel source (International Maritime Organisation, 2021). 

“The shipping industry will likely need to adopt alternative means of vessel propulsion to achieve more aggressive decarbonisation targets, as implied by Scenario 1” - OECD, 2018












IMO’s conservative emission reduction targets present less transition risk to DOF. Their emission reduction targets of 50% by 2050 are more aligned with Scenarios 2 or 3 but allow for a combination of ‘technological, operational innovation measures’ (International Maritime Organisation, 2019) (Figure 14). The more gradual implementation period gives time for DOF to incorporate unproven fuels and energy sources within their fleet (Figure 15).  
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[bookmark: _Ref86491163][bookmark: _Ref86491143][bookmark: _Toc87093201]Figure 14 IMO GHG Reduction Solutions (International Maritime Organisation, 2019)
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[bookmark: _Ref86492788][bookmark: _Toc87093202]Figure 15 IMO Emission Goal Timescales


Stranded Assets

2020 was one of the worst years in history for the write-down of assets in the oil and gas industry, with almost USD 145billion in assets lost (Eaton, Colin, 2020). DOF faces similar financial risk in the form of stranded assets. Triggered by new technologies, regulatory or market changes, the lifespan of DOF’s fleet may prematurely end if it cannot remain economically viable   (Market Forces, 2016).  

DOF  is particularly exposed to stranded assets because of the 30-year estimated ‘useful life’ of a vessel (DOF ASA, 2020) and high exposure to fossil fuel-related industries. Should there be a decisive move to a low-carbon economy, DOF’s assets will become stranded, having absorbed capital but unable to generate profit. With the implied energy transitions in Scenarios 1 and 2, company valuations in the industry could also be based upon reserves that cannot be extracted or used. This is known as the Carbon Bubble (Harvey, 2018), and could depreciate the value of principal energy companies by 40-60% (Ritchie & Dowlatabadi, 2015). This would have a knock-on effect for DOF, as most of its vessel utilisation comes from the same carbon-intensive clients and industry. 
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[bookmark: _Toc87093203]Figure 16 Oil and Gas Risk for Investors (Earley, 2015)













Alternative Market Opportunities

DOF has recently outlined six new strategic focus areas as part of their ‘One DOF for the Future’ campaign. One of which is to capitalise on growing demands in the offshore wind sector. 

Within an aggressive ‘Sustainable Development Strategy’ such as Scenario 1, offshore wind could become the main component of the European energy mix in a short space of time;
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[bookmark: _Toc87093204]Figure 17 Offshore Wind Capacity, 2018 and 2040, Stated Policy Scenario (IEA, 2019)
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[bookmark: _Toc87093205]Figure 18 Offshore Wind as a component of a Sustainable Development Scenario in 2040 (International Energy Agency, 2019)
DOF’s diversification strategy recognises that despite some required CAPEX, it has few barriers to entry into the offshore renewable market. DOF already maintains a ‘cohort of asset, marine and subsea engineering competency in-house’ (DOF ASA, 2020) that can access opportunities in decarbonised markets. DOF actively seeks to use this type of diversification into ‘promising markets’ to manage its risk exposure within the changing landscape of oil and gas. 

[image: ]
[bookmark: _Toc87093206]Figure 19 DOF; Our Strategy (DOF ASA, 2020)













[bookmark: _Toc87012230]Analysis – Reputational Risk

Reputational risk can be defined as;
“…any event that could damage stakeholders trust in and respect towards an organisation…” (OECD, 2020)

Within the 2020 Integrated Report, DOF identified ‘climate resilience’ and ‘climate impact’ as material concerns for their stakeholders Figure 20 (DOF ASA, 2020). 
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[bookmark: _Ref86826410][bookmark: _Toc87093207]Figure 20 DOF Materiality Assessment

There is, therefore, significant exposure to reputational risk if stakeholder expectations related to climate change are not met. Figure 21 provides a sample of some strategically important stakeholders and examples of climate change expectations that may become the source of reputational risk;
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[bookmark: _Ref86772007][bookmark: _Ref86771980][bookmark: _Toc87093208]Figure 21 Stakeholder Reputational Risks
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Trust and Respect

As demonstrated in Figure 21, if the organisation loses the trust and respect of stakeholders, this can translate into a reputational risk for the organisation. As a result, DOF will become overlooked as an ‘integrated provider of subsea and marine solutions’ in favour of more virtuous organisations in the market. The impact is then seen on brand value, fragility and ultimately, financial performance. 

[image: ]
[bookmark: _Toc87093209]Figure 22 The brand paradox (Haidar, 2021)
Systems of governance within DOF seek to reduce the likelihood of stakeholder trust and respect being damaged. Reputational risks and opportunities are shaped in DOF’s best interests by promoting corporate values, robust governance and assurance processes, clear responsibilities and an emphasis on the triple bottom line in annual reports. This approach assures stakeholders that shared interests are being protected by DOF, and the potential for future reputational damage is mitigated by existing action.  


















[bookmark: _Toc87012231]Conclusion and Summary

The magnitude of climate change risk to DOF, its peers and the wider industry is high. Physical and transition risks associated with any of the applied CRS are vast and have the potential to disrupt every element of DOF’s Value Chain (Figure 23). 
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[bookmark: _Ref86915939][bookmark: _Toc87093210]Figure 23 DOF Value Chain

This Report has illustrated some of DOF’s Climate Change vulnerabilities across the areas of:

[image: ]
[bookmark: _Toc87093211]Figure 24 DOF Climate Change Risk Types









As well as risk, climate change affords some opportunities to DOF. 

This Report has outlined some sustainability initiatives, practices and processes DOF has deployed to manage climate change risk exposure and seize subsequent opportunities. This can be summarised into two areas;
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[bookmark: _Toc87093212]Figure 25 Building Resilience
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[bookmark: _Toc87093213]Figure 26 Reducing Exposure
Undoubtedly for DOF, the most daunting challenge is the decarbonisation of its fleet at the required scale and speed of ambitious climate risk scenarios. There is an evident technology gap for which neither DOF nor the wider industry have a commercially viable solution. This fact is at the centre of DOF’s sustainability problem and what DOF’s stakeholders are most concerned about. Regardless of other resilience-building or risk-reducing measures, DOF’s level of ‘sustainability performance’ will be ultimately defined by its  speed and capability to transition its fleet away from fossil fuel dependency. 
“Regardless of other resilience-building or risk-reducing measures, DOF’s level of ‘sustainability performance’ will be ultimately defined by its  speed and capability to transition its fleet away from fossil fuel dependency”




[bookmark: _Toc87012232]Appendix A: Company Profile & 2020 Performance
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[bookmark: _Ref85645060][bookmark: _Toc87012233]Appendix B: IPCC Climate Scenarios
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[bookmark: _Toc87093214]Figure 27 IPCC Climate Scenarios
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Scenario 1: A world that proactively, cooperatively and aggressively takes
climate action. Yet to be proven technology is utilized;

* Net zero is reached mid-21% century;
* SSP1-1.9: 1.0 1.8°C change by end of the century.

Scenario 2: A world that fails to take suitably aggressive or consistent
climate action. Broadly aligned with Paris Agreement targets;

*Carbon emissions remain high, but dip mid-21+ century;
55P2-4.5:2.1-3.5°C change by end of the century.

Scenario 3: Lack of global cooperation and nationalism prevails;

*Carbon emissions continue to rise throughout 21% Century, proportionate to population growth;
*55P5.8.5:3.3-5.7°C change by end of the century.




image8.emf
Scenario 1   –   Optimistic  Scenario 2   –   Realistic  Scenario 3   –   Pessimistic  

Physical Risk     Sea level rise of 0.28  -   0.55m    (1)     Sea level rise of 0.44  -   0.76m  (1)     Sea level rise of 0.98 - 1.88 m  (1)  

   Increase in vessel downtime as a  result of waiting on weather     Significant increase in vessel  downtime as a result of  waiting on weather     Significant weather events  impacting  asset integrity and  vessel ability to continuously  operate  

       The e xisting fleet of vessels  is  unable to accommodate  personnel working in climatic  extremes   (1)     The e xisting fleet of vessels  is  unable to accommodate  personnel working in climatic  extremes   (1)  

       New transit routes open up as  a result of continued ice loss  (1) (2)     New transit routes open up as a  result of continued ice loss    (1) (2)  

Information Sources:    (1)   -   (Intergovernmental Panel on  Climate Change, 2021)   (2)   (Dasgupta, 2019)    

Scenario 1   –   Optimistic  Scenario 2   –   Realistic  Scenario 3   –   Pessimistic  

Policy and Regulations     Legally binding  IMO  emission  reduction targets applied to DOF  core  operations   and new builds   (1) (2)     Stakeholder pressure to apply  emission reduction measures,  however sporadic and not  enacted in regulation       Stakeholder pressure, however,  IMO have to  failed  implement  emission targets an d complete  lack   of   uptake in  the  industry   (2)    

     Fossil fuel extraction activities  are  directly impacted by   command  and control   climate regulations,  limiting DOF ' s core market     Stakeholders expect  multinational, listed  companies to report on  climate risk but not required  by law   (3)     Very little pressure on  the  oil and  gas industry to curb production.  Stakeholder expectations are  misaligned with   lacklust re   mandatory reporting and climate  change regulations    

     Widespread climate change fiscal  policies (like carbon  pricing)  significantly increase DOF ' s  operating ex p enditure   (3) (5)     Geographical variations in  climate change fiscal policies  make some areas more  favo u rable to operate than  others   (3)     Few and weak climate command  and control policies, with little  effect o n   DOF operations  

   Implementation of  the  EU  taxonomy act makes investment  into carbon - intensive industries  less attractive to investors  (4)              

       Fossil fuel subsidy reform  encourages  renewable energy  uptake whilst   creat ing   a sharp  decline in fossil fuel demand   (6)                

Information Sources:   (1)   (International Maritime Organisation, 2021)   (2)   (Climate Action Tracker, 2021)   (3)   (Nelson, 2019)   (4)   (Doyle, 2021)   (5)   (Schmalensee & Schoenbrod, 2021)   (6)   (United Nations Environment Program , n.d.)    
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Scenario 1   –   Optimistic  Scenario 2   –   Realistic  Scenario 3   –   Pessimistic  

Oil and Gas  -   Market and Technology       By 2040 global demand for Oil and  Gas  decrease . Carbon Capture and  Storage technology has not  permitted  sustainable use of fossil  fuel     Oil and gas as an energy  source remains predominant ,   but production plateaus   (1)       Oil and Gas production levels  increase. However, increased  security risk due to geopolitical  conflicts associated with  dimi ni shing finite resources   (1) (2)    

     Oil prices reach a level  that   is  unsustainable for operators to  continue  exploration and/or  expansion, and DOF's share in this  market disappears   (3)     Oil prices are maintained at a  level that supports existing oil  and gas supply chains (3)     Oil prices consistently reach new  highs but remain vo latile  (3)    

         DOF ' s fleet  is  required to reduce  emissions by 40% by 2030 in line  with IMO commitments to the UN  (1)     Clients and other key  stakeholders expect significant  reduc tions in emissions  through efficiency  improvement campaigns. IMO  reduction commitments  remain on a  ' voluntary '   basi s       Significant   uncertainties in  operational impacts and reactions  from financial markets  

       Significant write - down of DOF  owned   assets  requiring  prema ture  end of life   disposal   (4)     Divestment from the industry  based on  ' ESG '   preferences,  increasing competition   (5)          

       Significant advancements in  Research and Development,  technology and digitalisation   increase vessel energy efficiency  capabilities      R&D into energy efficiency  continues, but mainly on a  cost - saving basis        

Information sources:   (1)   (Cohen, 2019)   (2)     (Femia & Werrel, 2021)   (3)   (IEA, 2021)   (4)   (Eaton & McFarland, 2020)   (5)   (Po, 2021)    

Scenario 1   –   Optimistic  Scenario 2   –   Realistic  Scenario 3   –   Pessimistic  

Reputation       DOF is challenged in  attracting  and retaining key personnel due  to industry image     There is high scrutiny amongst  community groups, NGO ' s and  media     High uncertainty and geographical  variation regarding stakeholders '   expectations and reactions  towards O&G companies.  

       Companies without a robust  sustainability  transition plan  struggle to  secure  refinanc ing  deals   (11)       Investors continuously probe  DOF ' s ESG credentials to  maintain portfolio integrity   0   Reputational risks associated with  expansion into new and unstable  geographical areas  

       Communities resent DOF  operating within their locality.  Parti cularly those involved in  shipbreaking vessels at end - of - life       Significant risk of non - compliance with legislation  through exposure to diverse  requirements in global  operations        

    With more stringent stakeholder  expectations, increased  reputational risk of non - compliance      

Information sources:   (1 1 )   (Po, 2021)  
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DCF
2021

ancial Times announces

“Europe’s Climate Leaders 2021”
In May of this year,
using a set of company-related criteria,
the Financial Times, in cooperation with
an independent data company,
announced that DOF was included among
their “Europe’s Climate Leaders 2021".

NcpP

2020 A-

Carbon Disclosure Project

score
Tenth year of participation
Top-30% for Environmental Stewardship

S
uny

3.33

ESG 100 score
The Governance Group (TGG) conducted an

independent review of DOF's sustainability
reporting activity in 2019. DOF received a
stand-out score of 3.33 within the Energy
Sector group using the ESG 100 method,

scoring well above the “energy sector”
average of 2.33. DOF's total ESG score
ranks within the top 20 of 100 largest (by

market cap) companies on Oslo Stock
Exchange, for a second consecutive year.

Scoring in the Nordics
Amnesty International’s acknowledgment in
June 2020 placed DOF in the top-5 global
companies based in the Nordics with the best
score related to human rights and
responsible employers.
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A wide variety of design, operational and economic solutions
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Carbon Tracker has 'allocated' to the listed fossil fuel companies a
Carbon Budget to 2049 with 80% likelihood of staying below the 2°C threshold.
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Shares of electricity generation by technology in the European Union, Sustainable Development Scenario
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Shaping DOF for the future

Our strategy

DOF is a values-driven company operating in the
offshore energy sector, where energy production is
transitioning to cleaner solutions and renewables.
To be a sustainable, investible company our business
platform must reflect stakeholders' expectations,
future market demand for our assets and the skills
and potential of our people.




image29.png
@ Product relebilty e customer satisfaction
g o
kR @ Bsiess itagiy. thicaandpayment aneparency
£ ®Rskanc Marmgenert
E Safe operations @
1 @ innovation and reslience
Hoalth safety andWorkingarntormart @
® Emergency:
@ Spllavidance
0 3 ® Erorgyefciencyandelmata npact
§8 PY——
2 ® Labourightsandtnployee satisfacton
K] @ Locsizirpoi
B T
2 s
£ 2
g8
2B
@ ottt ocsicommrities
g
£
5
g
E

MEDIUM [ STRATEGIC

Important  —————  ImportancetoDOF  —————)  Material




image30.emf
 –   T he Oil and Gas Industry   has an ag e ing  workforce , with a  median age above 44   (Dickson, et al.,  2020) .  The  sect or   needs   to  replenish   and upskill   its   workforce  as   it   adapts to societal expectations .  Suppose  DOF or th e broader industry remains stigmatised as a  'polluting industry'. In that case ,   it  will be  increasingly  challenging   to attract and retain  a skilled workforc e .        Moving from a n   ' only  fuels   based '   operating  model   to  ' solutions based '   is  imperative for t alent acquisition  (Dickson, et al., 2020) .  Th e International Labou r  Convention  emphasi s es   the   need for   proactive   climate   change   adap tion measures  t o   create   employment  opportunities and prevent future job lo s ses   (International Labour Organisation, 2018) .         As noted in earlier sections ,   DOF faces a  complex landscape of evolving regulations .  The  breadth  and  complexity of these regulations across DOF ' s  operational  footprint expose   them to reputational risks  associated with non - compliance.  See  Policy and  Regulation risks.      DOF can mitigate  geographical exposure to  regulatory  risk  by  ' going beyond compliance ' ,   standardising   fleet  best practi ces   and  surpassing l egislative  benchmarks .    

   DOF   must   consider  a multitude of  s takeholder expectations  to maintain their social license  to operate.      A recent  EY   survey showed that  only  21% of  c onsumers   had a posit ive perception of   the industry . Those that  thought  oil and gas  contribut ed positive ly   to   society   attribu ted this to   a   ' necessity   in  energy   production   (EY,  2017) .   As technologies   facili ta ting  the  low carbon  economy become available,  the   perception th at the   oil  and gas   industry is  necessary   shall  diminish.    So too will  societal  to lerance   for polluting industries   in their loca lity.        W hen  the physical effects of climate change become  more pronounced, civil societies will make governments  and businesses answerable  fo r   their contributions to   climate change.  Compliance with  civil  societ al   expectat ions  shall   become  re present ed in  incentivi s ed   or  d is incentivi s ed   activities   (Newell, 2008) .          For DOF ,   the  repercussions   are   vast ,   ranging   from   fiscal  controls ,   port   access limitations   or   societal   expectations   being  translated to   the actions of the institutional  investors .     DOF   has   to adapt to  the demands of their  clients to maintain their reputational integrity.   DOF ' s  clients  also  face   a reputational   challenge  in   the   form of   ' energy transition ' .  Without  client   d emand ,  th e financial  susta inability of the  organi s ation   is quickly  jeopardi s ed .     DOF , therefore,   has to  foresee  these  demands   to  position themselves with  services that meet  both client  and societal aspirations .       One of DOF ' s key  objectives in 2020  is   to ;   ' adjust  the  business platform to facilit ate customer  dem ands an d competitive business offering ’   (DOF ASA,  2020) . '     This objective  recognises   th e reputational risk  of not  offering services that  allow clients to decarbonise   their  supply chain.      
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   Physical risk s , associated with ;  

   C limatic  c hanges  within areas of operations ;  

   Transition Risks , associated   with ;  

   Changes to how  the  Oil and Gas and Marine m arket   may   react to  socio - economic changes ;  

   Regulatory and policy changes   that seek to   address climate change ,   but  indirectly affect DO F’s operating model ;  

   Expected   or required   t echnological and digitali s ation  innovations ;   and  

   Reputational risks   linked   to   evolving stakeholder perceptions .  
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    Building Resilience:  Decisions have been taken in DOF to  strengthen   assets   and drive operational resiliency.   This approach  understands  climate change  liabilities   and  business  thresholds that c a n  be affected .  Examples   include;  

    Utilising   and investing in new assets to ensure they can deal with  climatic variances and  stakeholder expectations ;  

    Establishing  robust corporate governance processes, and systems of  voluntary disclosure for non - financial information ;   and  

    Creating strategies  focuse d upon client solutions   within the broader  ‘energy market’  instead of   just  oil and gas.       
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    Reducing Exposure:  DOF has implemented   a daption strategies   to   reduce   the  residual risk profile of climate change. Examples include;  

    Capital   investment in asset   capabilities   to   reduce barriers to entry in  new markets and diversify   the  company’s   portfolio away from carbon - intensive  industry ;  

    Disclosing ESG  performance   to provide   greater stakeholder   transparency ,  develop   trust ,  respect and reduc e   exposure to  reputational risk;   and  

    Partnering with organisations to develop   technologies,  policies and  alliances that set the benchmark for the industry instead   of f ocusing  on  legal  compliance.   
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No matter where DOF operates in the world,
safety is held as the highest priority.

Company overview

DOF is a leading provider of integrated subsea
project and marine services to the global
offshore energy market. Established in Austevoll
in 1981, DOF has continued a proud tradition
of delivering safe and quality services to our
customers.

Our global footprint, excellent customer relations,
combined with our expertise, high-quality
vessels, and strong safety culture are central
to future success in an evolving market. Over
the last decade the Company has invested in
key regions such as the Atlantic, South America,
North America, and Asia-Pacific.

DOF has a unique ability to utilise people
and assets from across the marine and subsea
organisations to seamlessly deliver multi-discipline
services from a single company.

DOF operates in three segments of the
offshore services market, strategically defined
by activities and vessel types: PSV (Platform
Supply Vessels), AHTS (Anchor Handling Tug
Supply vessels), and Subsea (Subsea vessels
and Subsea engineering services).

As of 31% of December 2020, DOF has a
global workforce of 3,126 people and a fleet
comprising 62 vessels.

Key takeaways™:

7.6 ..

Total revenue (management reporting)

73 %

Average fleet utilisation for 2020

15.3...

YTD contract backlog excluding options

*All totals as of year-end 2020 and al figures in NOK.




image37.png
The dashboard contains Our value drivers
results from key targets,

both financial and non-

financial, established in

DOF. Additional targets and

review of current targets Financial performance
are ongoing. Since 2014,
we have made substantial 3.3 4.3
progress in improving our BILLION BILLION
P e
BILLION
hee— ol

70%

Applying relevant UN SDGs





image38.png
19

Environmental performance E (Operational health & safety
-7.2% 6
O emissions Lost_ || Incidents
A- 5036 | 2.51
CDP score s In:':?: E‘
0.79 | 24,809
stionteo] | |essivotearntae

0

40

0
)





image39.png
Near term, 2021-2040 Mid-term, 2041-2060 Long term, 2081-2100

Scenario | Best estimate | Very likely | Bestestimate | Very likely | Best cstimate | Very likely
(©C) range (°C) range (°C) ©C) range (°C)

SQPI 2.6

SSP2-4.5

SSP3-7.0

131024





image10.png




image11.svg
  
.MsftOfcThm_Accent1_Fill {
 fill:#F1DFBC; 
}

  


image12.png




image13.svg
  
.MsftOfcThm_Accent1_Fill {
 fill:#F1DFBC; 
}

  


image14.png




image15.svg
  
.MsftOfcThm_Accent1_Fill {
 fill:#F1DFBC; 
}

  


