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Over Half of CFOs Fear Greenwashing Risk as
Sustainability Data Problems Persist: EY Survey

EY’s 2024 Global Corporate Reporting Survey, EY surveyed 2,000 finance leaders including CFOs and
financial controllers across 30 countries globally, in addition to 815 institutional investors.

https://www.esgtoday.com/over-half-of-cfos-fear-greenwashing-risk-as-sustainability-data-
problems-persist-ey-survey/
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A dynamic regulatory environment

Formal rules

Legal obligations (& standards)
Regulatory guidance
Regulatory enforcement

+ associated ‘private’ regulatory initiatives & activities
Voluntary best practice standards

Investor engagement

Strategic litigation
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Legal obligations, regulatory guidance & enforcement

Corporations Act 2001 (Cth)

« Financial Report - true and fair representation - signed off by
directors and auditors

» Directors Report (& Operating & Financial Review) — material
business risks relevant to financial position & prospects

* Penalties for misleading & deceptive disclosure / conduct

Climate-related risks should be reported where financially
material:

« AASB/AUASB Practice Statement 2 (Dec, 2018)
* ASIC Regulatory Guide 247 (2019 update)

Regulatory Scrutiny & Enforcement — greenwashing (ASIC &
ACCC)

Qantas

Lisa Cox Environment and
climate correspondent

Wed 16 Oct 2024 01.00 AEDT

< Share

Isit really possible to fly ‘carbon neutral’
with Qantas? A greenwashing complaint
to the ACCC hopes to find out

A spokesperson for the airline says it is doing ‘what we can
with what's available now’ after Environmental Defenders
Office singles out ‘carbon neutral’ claim

Follow our Australia news live blog for latest updates

Get our breaking news email, free app or daily news
podcast

0 The group Climate Integrity has asked the ACCC to investigate Qantas for alleged greenwashi
Photograph: Tim Wimborne/Reuters

ng.

Climate campaigners have asked the Australian Competition and Consumer
Commission to investigate whether “fly carbon neutral” and other
sustainability claims by Qantas are misleading or deceptive.
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‘Private’ regulatory activity — disclosure & net zero alignment

Voluntary Standards

 TCFD - scenario analysis to inform risk
assessment, metrics and targets

Investor Engagement

« Climate Action 100+ - TCFD (& net zero
transition)

« Shareholder resolutions — TCFD (& net zero
transition)

Strategic Litigation

« Abrahams v Commonwealth Bank of Australia
(2017 - settled) — climate risks should be
disclosed where financially material

« ACCR v Santos (ongoing) — misleading &
deceptive — net zero targets lack reasonable
basis

Landmark court case sees activist group sue gas giant
Santos for allegedly misleading investors

By business reporter Rachel Clayton

Courts and Trials

Mon 28 Oct

Gas giant Santos Ltd has been taken to court over its claims of achieving net zero emissions by 2040. (Supplied: ConocoPhillips)
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Looking forward...

Mandatory climate risk disclosure — amendments to Corporations Act 2001 (Sept, 2024)
« Large companies (& high emitters) — from 1 Jan, 2025
 AASB S2 Climate-related Disclosures

2018-2022 — climate risk disclosure — quasi-voluntary

- Baseline for understanding impact of mandatory standards (alongside other private
regulatory developments)

- Phased introduction of mandatory standards — many companies will continue to operate in
this quasi-voluntary space
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Practice Statement 2: AASB-AUASB joint bulletin on climate-related and other
emerging risks disclosures

Climate-related risks and other emerging risks are predominantly
discussed outside the financial statements

Qualitative external factors and investor expectations may make such risks
‘material’ and warrant disclosures when preparing financial statements

Materiality definition and APS/PS 2 -
entities can no longer treat climate-related risks as merely a matter of
corporate social responsibility
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Examples of climate change related disclosures in the notes forming part of the financial statements

Notes to and Forming Part of the Financial Statements: AGL (2022)

Notes to and Forming Part of the Financial Statements: QAN (2022)

Impact of ST change related T

AGL recognises that there i an increased pace of change in tha energy industry, community perspectives and associated polifical landscape

The scenario analysis underiaken as part of AGL's impairmant analysis includas scenarios that are consistent with the TCFD analysis performed. Our assessment shows that a
change fo the plannad closure datas of AGL's coal-fired/tharmal generation plants as a rasult of change may have a matarial impact on the National Electricity Market and
may result in @ material change to AGL's estimated cash inflows. Similarty, any change to policy in relation to change may have a matenial impact on the National
Electricity Market and may result in a matenal change to AGL's estimated cash inflows

Notes to and Forming Part of the Financial Statements: BHP (2022)

[ I change

The Group continues to develop its assessment of the potential impacts of Mg changa and the fransition to a low carbon economy. The Group's current change
strategy focuses on reducing aperational greenhouse gas (GHG) emissions. investing in low emissions lechnologies, supparting emissions reductions in our valug chain and
promoting product stewardship, managing Mliera-related {4 and opportunity, and working with others to enhance the global policy and market response. Future changes to the
Group's change strategy or global decarbonisation signposts may impact the Groug's significant judgements and key estimates and result in material changes to financial
results and the carrying values of certain assets and liabilities in future reporting periods

During FY2022, the Group completed the merger of the Group's Patroleum businass with Woodside and the divestments of the Group's interests in BHP Mitsui Coal Pty Ltd
(BMC) and the Carrejon non-operated energy coal joimt venture. In addion, the Group announced that i will rétain New South Wales Energy Coal (NSWEC) in ts portfalio, seek
approvals to continue mining at NSWEC bayond ifs current mining consent that expires in 2026, and intends to proceed with a managed process to cease mining at the asset by
the end of FY2030. While change and the transition to a low carbon economy remain key considerations in the Group’s significant judgements and estimates, the portfolio
updates during FY2022 have reduced the Group's exposure to fossil fuels. Following the updates, the potential T to the carrying value of the Group's assets and liabilities from
long-term price estimates for oil, gas and energy coal is largely limited to the impact of those commadities on the Group's supply chain

The Group's current SEIERs change strateqgy is reflected in the Group's significant judgements and key estimates, and therefore the Financial Statements, as follows
Transition [F]s
The Group's targels and goals

As part of its response to the Parnis Agreement goals, the Group has set a targat to reduce its operational GHG emissions (Scope 1 and Scope 2 from our operated assets) by at
least 30 per cent from FY2020 levels by FY2030 and a goal to achisve net 2o aperational GHG emissions by 2050. For the FY2030 target, the FY2020 baseling has been
adjusted to reflect the divestment of the Group's Petroleum and BMC operations and will be adjusted for any material future acquisitions and divestments. Approved emissions
reduction projects aimed at contributing to the achievement of the Group's operational GHG emissions target and goal have been incorporated into the forecast cash flows of the
Group's assets. The use of carbon offsets will be governed by the Group's approach to carbon offsetting, with the Group's offset strateqy currently being managed at a
consolidated Group level and therefore not currently incorporated into the forecast cash flows of individual assets. Any change to the Group's m change strateqy could
impact these forecasts and the Group's significant judgements and key estimates

Impact of change on financial reporting

The Group recognises that human-induced BEIENE change is a significant issue for the aviation industry and is committed to reducing emissions in line with the Paris SR
Agreement to limit warming to well below two degrees Celsius above pre-industrial levels

In 2019, the Group announced its commitment 10 achieving net zero emissions by 2050 and capping net emissions at 2019 levels. In March 2022, the Group announced new
greenhouse gas emission largets as part of the [BIIIEWE Action Plan (CAP), including

- 25 per cent reduction in net emissions from 2019 levels by 2030
- 10 per cent Sustainable Aviation Fuel (SAF) in fuel mix by 2030
- Average of 1.5 per cent fuel efficiency improvements to 2030

The Qantas Group's long-term strategy acknowledges the potential impact of change and resource constraints on the business SlLe-related Tk and opportunities

| are also addressed in the Qantas Group's CAP launched in March 2022

Notes to and Forming Part of the Financial Statements: COL (2021)

Forecast future cash flows

Forecast future cash flows are based on the Group's latest Board approved internal five-year forecasts and reflect management's best estimate of income, expenses, capital
expenditure and cash flows for each asset or CGU. Internal forecasts have considered the ongoing impacts of the COVID-19 pandemic on income and expenses. Changes in
selling prices and direct costs are based on past expenence and management’s expectation of future changes in the markets in which the Group operates

In addition, consideration has been given to the potential financial impacts of change related Tl on the carrying value of goodwill through a qualitative review of the
Group's change B assessment. This review did not identify any material financial reporting impacts

When calculating the FVLCOD of an asset or CGU, future forecast cash flows also incorporate reasonably available market participant assumptions such as enhancement capital
expenditure

Discount rates

Estimated future cash flows are discounted to their present value using discount rates that reflect the Group's weighted average cost of capital, adjusted for Tirs specific to the

| asset or CGU. The rates have been calculated in conjunction with independent valuation experts

Notes to and Forming Part of the Financial Statements: NHC (2019)

In undertaking its impairment assessment, the Company has considered the potential impact of risk on the future cash flows contained within the fair value discounted cash flow model
These risks include the potential impact on future coal prices of changes in market supply and demand dynamics over the life of NAC03, and the potential for cost volatility associated with factors such
as related regulatory changes and/or market participation by suppliers of services to the Company.

These types of risks are taken into account in a variety of ways which include the use of forecast commeodity prices and industry risk measures as an input into the calculation of the discount rate

applied against future cash flows. In addition, given the near term timing and expected life of the project. the Company does not consider there to be significant risk of ElIEICREIE & materially
impacting project outcomes once current approvals are received
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Examples of climate change related disclosures in the notes forming part of the financial statements

Notes to and Forming Part of the Financial Statements: CBA (2019)

Notes to and Forming Part of the Financial Statements: AMC (2022) raeen o et By 2050w

* Develop scenario analyses to understand
the impacts of both transition and physical
climate-related risks on our business and
the implications for strategic and tactical

. . N | . . . - ™ ", . . ortfolio decisions; and
| Certain raw materals used n the Company's production processes are subjectto price volaflty caused by M supply condtions, polical and economic variables, and atfer Eg'niﬁﬁe‘feé’flﬁii‘?n policy rameworks which
A o i o o ‘ ) T s o ) o ‘ R T Governance (ESG) issues, including

climate change impacts in assessing our
ralatinnehine with rlistamers and cunnliars

Notes to and Forming Part of the Financial Statements: FMG (2020) Notes to and Forming Part of the Financial Statements: QAN (2020)

Querburden and other mine@materials are often removed during the initial development of a mine in order to access the mineral deposit. This activity is referred to as — —— — — . — - — -
development strpping and the directy atributable costs, inclusive of an alocation of relevant overhead expendiure, are capitalsed as development costs Capitalisation of | our emissons by capping emissons at 2020 leves and acfieving emissions by 2030, il also investing in the development of sustanable aviaion fues. The Qantas
(evelopment stripping costs ceases and amortisation of those capitalised costs commences upon commercial extraction of ore.

Amortisation of capitalised development sfripping costs is determined on a unit of production basis for each area of inferest Notes to and Forming Part of the Financial Statements: LYC (2018)
Development stripping costs are considered in combination with other assets of an operation for the purpase of undertaking impairment assessments.
() Productionsigping oss ‘ sevicing of financial obligations. This excludes the potential impact of Clrcumstances that cannat reasonably be predicted. such as natural disasters
Overburden and other mine [ materials continue to be removed throughout the production phase of the mine. This activity s referred to as production stripping, with the
associaed costs charged o the income statement as operating cost except when all hree crteria below are met Notes to and Forming Part of the Financial Statements: TAH ‘2020)
Notes to and Forming Part of the Financial Statements: BMN (2020) Tabcorp ntes he fecent developmens n Victria, including the deciraton of 2 state of Mgy wih efect fom 2 August 2020. The relevantretrictions resuled nte

femporary closure of Victorian licensed venues (hotels and clubs) and TAB agencies, which offer Tabcorp's Wagenng and Media, Keno and Gaming Services products. At the
reporting date a definfive assessment of the future effects of these restrictions, and COVID-19 more generally, on e Group cannot be made.

generally anses when the asset is installed or the gmund/m s disturbed at the operafion's location. When the labilty s infially recognised, the present value of the
estimated costs s capitalised by increasing the camying amount of the related assets to the extant that itwas incumed. Additional disturbances which arise due to furiher

(evelopment/construction at the mine are recognised as additions or charges to the correspanding assets and rehabiltation [ability when they occur Notes to and Forming Part of the Financial Statements: NUF (2019)

Notes to and Forming Part of the Financial Statements: RIO (2[]2[]) Wi conditions in Ausfralia have continued through 2019 impacting the ANZ business and has resulted in a reduction to production activity and temporary closure of all
formulation [ines af the Laverton manufacturing plant giving rise to idle capacity charges.

L

Qlobal action on climate. Despite alow growth environment, 's on a paih to reach or aven exceed 3°C by 2100. Carbon prices ramain low - n the range USS0-
J0tC0e
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Examples of sustainability related disclosures in the notes forming part of the financial statements

Notes to and Forming Part of the Financial Statements: ABC (2022)

The Group reqularly assesses its assumptions to reflect the market it operates within, the targets it sets and the commitments made to investors and other
stakeholdars

The estimates and assumptions, notably those relating to assets and goodwill impairments, useful lives of assets, capital expenditure and research and development, recovery of

deferred tax assets provisions and canlmganl liabilifies, insurance costs and defined benefit pension plans have been based on the available information and ragulatmns in prace
as at 31 December 2022, and are aligned with the Group's ETETINERIE, largets

Notes to and Forming Part of the Financial Statements: AGL (2022)

- e nrT & Social Risk: fom = Group Exionie

Bank loans
InJuna 2018, AGL extended its existing 5410 million term loan facility to mature in June 2025, As at 30 June 2022, this facility was fully utilsed

In September 2019 AGL executad a ASG00 million 5-year syndicated Linked Loan. At the end of FY22, this facility was fully utiised. The rast of $2,152 million of
bank debt compnises of bilateral facilibes. Duning FY22, $275 million of bilateral debt facilibes matured and no new debt was raised. All commitments related to the respective
demeging entities were conditional upon the success of the demerger and did not proceed

Notes to and Forming Part of the Financial Statements: BSL (2020)

Climate
related risks

+ BlueScope gives regard (o cimate change and other Tisks when
determining the carrying value of each CGU

+ The Group has climate change action plans, greenhouse gas emission reduction targets
for its stegimaki ng sites, anvironmantal managemant, waler stewardship and other
initiatives. The Company reports these in its annual Report
(available on the Company's web site). Operating and capital expenditure associaled with
these initiatives are, fo the exient necessary, taken into account when determining the
racoverable amount of each CGU

+ Whera applicable a cost of carbon, net of assistance, in Jurisdictions where legislation
has bean enacted in particular in New Zealand, is faken into account based on a
continuation of legislation as it is currenfly enacted and external forecasts

Notes to and Forming Part of the Financial Statements: SUL (2019)

Currently the Code 1s voluntary. Super Retail Group supports the concept of voluntary tax transparency as an important measure for all large companies to provide assurance fo
the Australian community that their tax obligations are being appropriately met. We know that Super Retail Group's success is dependent on the wellbeing of the economies and
communities where our businesses operate and our conservative approach to tax strategy is one of the many ways we act to ensure of our operations. We are
pleased lo disclose our laxes pawd in Australia and to detail our approach to tax planning for the first ime

Notes to and Forming Part of the Financial Statements: CBA (2022)

= Drnngend decrsion and managemant processas
the phiysical impacts of clmate changs Engagemant and = Capital Monloning, repomng and forecasbng
nding or mestng Communecation Policy
COMEMUnNIty Of regidalony axpectalions » Group Policy on
i Falanon 1om and sooal i ssued
isswes : 1= g
= Reputation Risk Busness proctices Marcebng Malenals
behaviours o evenls negalively mpac! « Growp Delwer
the Group's reputabon Framework and Policy
Investment Allacatian and Dellvery - La
Risk Expected culcomes not achieved Koy Managemant
o missed sliatege opportunities dee o CoOMMittes: = Drganisatonal cumure development INmatves;
\;:galllf::jln:‘?if::;fr;f‘irl?f:‘ ming Execubve Lagdersmg * PEIomancs and Memuneration processaes
N : : B Taam (ELT) = Inclusson & Diversity mibaives
« ELT NPT & - Capabidity development and ramng. and
Socal Commitiee * Accounsabiity frameaoncs

Assa] and Labidity
Cammeties (ALCO) and Social Risk

« imternal Capsal Adequacy Assessment Process (ICAAR);

= Group, portalic and NSk toe SIress Westing. and
= Ralings agency nileraclions

Capabllity and Culture RISk

= Talanl

Y PrOCERSES,

ip deree

prment mitistes

Notes to and Forming Part of the Financial Statements: AGL (2022)

equipment assets

2022 $m §m $m $m $m
Balance at 1 July 2021, net of accumulated depreciation and 6,025 4 180 74 6,283
impairment

Additions 483 - 4 - 487
Impairment loss recognised in profit or loss (237) - {9) - (246)
Change in estimate related to provision for (231) - - - (231)
rehabilitation

Disposals i - - (2) 9
Reclassified from held for sale n - - 12 223
Depreciation expense (482) {1 (11) - (494)
Balance at 30 June 2022 net of accumulated depreciation and 5,762 3 164 B4 6,013
impairmeant

Notes to and Forming Part of the Financial Statements: BWX (2021)

On 17 May 2021, BWX entered into an agreement to acquire 100% of Flora and Fauna (F&F), a leading online retailer focused on vegan, ethical and products, with
completion date set at 1 July 2021. The purchase consideration is estimated to be approximately $30 million, payable based on multiples of F&F's FY21 revenue perfarmance
There are no non-cash or deferred consideration
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Examples of climate change related disclosures in the independent audit reports

Auditor's Report: ADT (2022)

Climate changef
Our work on the assessment of potential impacts on climate-related risks on the Group’s operations and financial statements included

Making enquiries of management and their external consultants to understand the actions they have taken to identify climate-related risks and their potential impacts on the
financial slalements and adequately disclose climate-related nsks within the annual report

Performing qualitative nsk assessments taking into consideration the sector in which the Group operales and how ELIE CRRIEUNG affects this parlicular sector

Reviewing minutes of Board and Audit Committee meeting and other papers related to ST ERAED
financial statements and our audit

5 and performed a risk assessment as to how this impacts the Group's

Auditor's Report: STO (2022)

Impact of Sustainabilty and Climate-Related Risks

In undertaking our impairment procedures, we incorporaled considerabion of
sustainability and TR AEne-related risks by

+ Carrying out sensitivity analysis of recoverable amounts across a range of key

inputs which have been formulated to incorporate uncertainty risk associated with
m_ such as the inclusion of premiums in discount rates and alfemative oil

price forecasts which contemplate vaned WlnEIEaERyE-related assumplions and
SCEnarios.

Auditor's Report: RIO (2021)

Auditor's Report: ANZ (2020)

In addition to controls testing, our procedures included

+ Re-performing credit assessments of a sample of wholesale loans controlled by the Group's specialist warkout and recovery team assessed as higher nisk or impaired, and a
sample of other loans, facusing on larger exposures assessed by the Group as showing signs of deterioration, of in areas of emerging risk (assessed against external market
conditions and in particular considering the impacts of COVID-19and For each loan sampled, we challenged the Group's CCR and Security Indicator (S1),
taking into account our assessment of the customer's financial position and, whera relevant, the risk of stranded assets, and our oversll assessment of loan recoverabilty, the
valuation of security, and the impact on the credit allowance. To do this, we used the information on the Group's loan file, discussed Ihe facts and circumstances of the case
with the loan officer, and performed our own assessment of recoverabilty. Exarcising our judgment, our procedures included using our understanding of relevant industres and
the: macroeconomic environment and companng data and assumptions used by the Group in recoverability assessments to externally sourced evidence, such as commaodity
prices, publicly available audited financial statements and comparable external valuations of collateral held. Where relevant we assessed the forecast fming of future cash
fiows in the contaxt of underlying valuations and approved business plans and challenged key assumptions in the valuations;

Auditor's Report: TCL (2019)

We reported to the Audit Committee (hat based on the risk identified and our procedures performed, we found the company's conclusion that there i no impairment of its
investments in subsidianies to be acceptable.

4, THE IMPACT OF s RI Gy 3+, (€= ON QUR AUDIT

In planning our audit, we considered the potential impacts of ML RRaLamE on the Group's business and its financial statements, based on our knowledge of the Group's
operations and their stated strategy with respect to SINECRRIETINE

The context of ZE dar L for the Group

impairment indicator assessment

Other information

The directors of Transurban Holdings Limited, Transurban Infrastructure Management Limited (as the responsible entity of Transurban Holding Trust) and Transurban Intarnational
Limited (collactively referred to as "the diractors”) are responsible for the other information. The other information comprises the information includad in the Group's Corporate
Repart for the year ended 30 June 2019, but does not inclide the hinancial repor and our auditor's report thereon. Prar 10 the date of this auditor's report, the ather information
we obtained included the Corporate Report, FY 19 Results Presentation, FY19 Sustainability Data and (Bl e ree Disclosures, FY19 UN Sustainable Development Goals
Progress Report, Corporate Governance Statement and Securtty Holder Informafion. We expect the remaining other information to be made available to us after the date of this
auditor's report

Auditor's Report: FMG (2018)

QOther information
The diractors ara responsible for the other information. The other information comprises the information includad in the Group's annual raport for the year ended 30 Juna 2018

including the Overview, Operating and Financial Rewview, Ora Reserves and Mingral Resources, Corporate Social Responsibility, Corporate Govemance, Fortescue's response (o
mﬂ. Directors’ Repart, Remuneration and Nomination Committes Chair message and Corparate Direclory, but does not include the financial repert and our auditor's
repart thereon
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Measure of CLIMATE CHANGE and SUSTAINABILITY related information: Disclosure level is a
proxy for effort (good), and impact (bad)

CLIMATE CHANGE Measure of intensity of climate change disclosures in the financial statements and notes forming part of financial statements based on keywords related
-~ to climate change. The absolute frequency of phrases was discussed in a context similar to the initial key phrase: climate change. We compute a total
disclosure score for each firm based on the number of times these keywords related to climate change and associated risks are mentioned in the
financial statements and notes forming part of financial statements with relative importance to the context of disclosure location. We use a language
model to identify noun chunks from the texts related to climate change using 24 unique or related words/terms. We also develop a simple measure of
climate change using the mention of the term “climate change” in the financial statements and notes forming part of financial statements, and
independent audit reports. Following is the list of unique words/terms (excluding similar) used in the study for constructing the measure: bioenergy,
carbon dioxide (CO2), carbon footprint, carbon neutrality, carbon offsetting, climate change, climate resilience, decarbonization, deforestation,
droughts, emissions, energy efficiency, environmental policy, extreme weather events, floods, fossil fuels, global warming, greenhouse gases (GHG),
heatwaves, net zero emissions, renewable energy, risk, solar power, wildfires, wind energy.

SUSTAINABILITY Measure of intensity of sustainability disclosures in the financial statements and notes forming part of financial statements based on keywords related
to sustainability. Absolute frequency of phrases discussed in a similar context as the initial key phrases: environment and sustainability. We compute a
total disclosure score for each firm based on the number of times these keywords related to the concept of environment and sustainability and
associated risks are mentioned in the financial statements and notes forming part of financial statements with relative importance to the context of
disclosure location. We use language model to identify noun chunks from the texts related to environment and sustainability using 58 unique or related
words/terms. Following is the list of unique words/terms (excluding similar) used in the study for constructing the measure: biodiversity, carbon offset,
carbon pricing, circular economy, clean energy, clean water community development, composting, conservation, corporate governance, corporate social
responsibility (CSR), cultural preservation, deforestation, diversity and inclusion, eco-efficiency, ecosystem, ecosystem services, environmental policy,
equity, ESG (environmental, social, and governance), ethical consumption, fair trade, green certification, green economy, green finance, green jobs,
green technology, habitat preservation, human rights, labour rights, organic farming, pollution, poverty reduction, public health, recycling, regenerative
design, renewable energy, resilience, resource efficiency, social enterprise, social equity, social impact, social justice, soil health, stakeholder
engagement, sustainability reporting, sustainable agriculture, sustainable development goals (SDGs), sustainable investment, sustainable livelihoods,
sustainable, procurement, triple bottom line, waste reduction, water conservation, well-being, adaptation, sustainability.
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Example of commonly disclosed keywords by ASX listed firms (S&P300) in the notes

forming part of the financial statements

Climate change and sustainability related words
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CLIMATE CHANGE

Scattered yearly distribution of climate change related keywords by individual firms
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Scattered yearly distribution of sustainability related keywords by individual firms
SUSTAINABILITY SCORE
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Disclosure of keyword “CLIMATE CHANGE” in the financial statement and notes forming

part of the financial statements
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Hypotheses

H1: Climate change and sustainability related financial disclosures (CSRFD) are positively
assoclated with accumulated depreciation and amortization.

H2: Climate change and sustainability related financial disclosures (CSRFD) are positively
associated with audit fees.

H3: Climate change and sustainability related financial disclosures (CSRFD)increase

the value relevance of financial information.

H4:. Climate change and sustainability related financial disclosures (CSRFD) are

positively associated with valuation.
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Institutional setting, sample and main findings

Sample of S&P/ASX300 - Australian listed companies
Sample period 2018 to 2022
Textual analysis of financial statements and notes to financial statements

« Keywords related to climate change and sustainability
* Intensity of disclosures suggests more effort by companies and greater recognition of impact

Main findings

Climate change and sustainability scores are positively associated with accumulated depreciation and
amortization

Disclosures of climate change and sustainability are positively associated with audit fees
Disclosures of climate change is positively associated with share price and increases value relevance of EPS

Disclosures of climate change and sustainability are positively associated with Tobin’s Q

MONASH
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Descriptive statistics

Panel A: descriptive statistics on all variables for the full sample

Variable N Mean Q1 Median Q3
CLIMATE CHANGE 886 2.521  0.000 0.000 2.000
SUSTAINABILITY 886 5418  0.000 2.000 7.000
ACCU DEP&AMOR 796 0.092  0.001 0.002 0.116
LOGAUDITFEE 663 5.534 5.150 5.555 5.862
SHARE PRICE 886 6.660 0.090 1.570 5.780
TOBINS QO 796 1.552  0.960 0.860 1.950

MONASH
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Disclosure of term “climate change” in annual reports, financial statements and notes forming part of financial statements,
and independent audit reports by financial year

ML-  Disclosure in Disclosure 1n Disclosure in  Disclosure 1n
readable  annual report financial notes forming independent
financial statements  part of financial ~ audit reports

statements statements
and notes
Year N N % N % N % N %
2018 237 95 40.08 1 0.42 3 1.27 1 0.42
2019 242 96 39.67 1 0.41 12 4.96 1 041
2020 253 107 42.29 3 1.19 17 6.72 3 1.19
2021 274 189 68.98 5 1.82 33 12.04 3 1.09
2022 281 225 80.07 12 4.27 57 20.28 16 5.69
Total 1,287 712 55.32 22 1.71 122 9.48 24 1.86
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Determinants of climate change and sustainability related financial disclosures

Dependent variable

SUSTAINABILITY

Variables CLIMATE_CHANGE
CONSTANT 0.265%**
(3.50)
HIGH_CLIMATE_RISK _0.426%*
(-3.74)
CORPGOV_SCORE 0.007
(0.11)
SOCIAL_SCORE -0.109
(-1.07)
ENVRN_SCORE 0.123
(1.22)
ECON_SCORE 0.004
(0.06)
INVENTORY -0.089
(-0.27)
RECEIVABLE 0.468*
(1.76)
ROA 0.081
(1.03)
(8.08)
LEVERAGE -0.087
(-0.97)
BIG4 0.062
(1.59)
MARKET_TO_BOOK 0.019%**
(4.70)
FOREX_OP 0.017
(0.40)
LIQUIDITY -0.006
(-1.59)
EXT_ITEMS -0.069
(-0.69)
BUSY -0.116***
(-2.59)
OP_INCOME -0.154**
(-2.09)
LOSS -0.051
(-0.91)
Industry fixed effect Yes

0.275%*
(3.61)

-0.108
(-0.95)
-0.084
(-1.36)

0.095
(0.93)
-0.013
(-0.13)
0.042
(0.64)

-0.602*
(-1.80)
0.513*

(1.92)
0.074
(0.93)

0.050%**
(4.47)
0.053
(0.58)
0.017
(0.45)

0.006
(1.43)
-0.002
(-0.04)
0.004
(1.02)
-0.085
(-0.84)
0.067
(1.48)
-0.107
(-1.45)
-0.064
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Results of regression estimates for accumulated depreciation and amortisation and
climate change, sustainability and risk related financial disclosures for the test of H1

Dependent variable

ACCU_DEP&AMOR

Variables (1)
CONSTANT 0.059** 0.071*** 0.059**
(2.33) (2.81) (2.34)
CLIMATE_CHANGE 0.005*** 0.004***
(4.46) (3.47)
SUSTAINABILITY 0.002*** 0.001
(3.00) (1.12)
(1.46) (1.21) (1.40)
Control variables Yes Yes Yes
Industry fixed effect Yes Yes Yes
Year fixed effect Yes Yes Yes
N 796 796 796
R? 0.495 0.487 0.496

EXO)
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Results of regression estimates for audit fees and climate change, sustainability and
risk related financial disclosures for the test of H2

Dependent variable = LOGAUDITFEE
Variables (1)

CONSTANT 5.277%** 5.306%** 5.279%**
(68.52) (70.81) (69.83)
CLIMATE_CHANGE 0.014*** 0.007**
(4.89) (2.22)
SUSTAINABILITY 0.014%** 0.011%**
(6.56) (4.85)
Control variables Yes Yes Yes
Industry fixed effect Yes Yes Yes
Year fixed effect Yes Yes Yes
N 663 663 663
R? 0.624 0.635 0.638

= MONASH
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Results of regression estimates for value-relevance of climate change, sustainability
and risk related financial disclosures for the test of H3

Dependent variable = SHARE PRICE
Variables (1)

CONSTANT 4,943*** 5.275%** 4.881***
(5.28) (5.70) (5.20)
CLIMATE_CHANGE 0.153** 0.189**
(2.19) (2.32)
SUSTAINABILITY 0.018 -0.048
(0.37) (-0.86)
EPS 10.404*** 10.390%*** 10.486***
(11.67) (11.57) (11.69)
BVPS 1.058*** 1.092*** 1.056***
(11.47) (11.98) (11.44)
Industry fixed effect Yes Yes Yes
Year fixed effect Yes Yes Yes
N 886 886 886
R2 0.492 0.489 0.492

= MONASH
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Results of regression estimates for incremental value-relevance of climate change,
sustainability and risk related financial disclosures for the test of H3

Dependent variable SHARE PRICE
Variables 1)

CONSTANT 2.309 2.261 3.621
(0.75) (0.72) (1.19)
CLIMATE_CHANGE -0.212*** -0.236***
(-2.81) (-2.69)
SUSTAINABILITY -0.147*** -0.040
(-2.81) (-0.68)
EPS 9.850*** 11.357*** 9.557***
(11.82) (12.42) (10.35)
BVPS 0.715%** 0.518*** 0.487***
(7.52) (5.06) (4.70)
EPS*CLIMATE_CHANGE 0.555*** 0.634***
(5.15) (5.68)
BVPS*CLIMATE_CHANGE -0.005 -0.017
(-0.52) (-1.62)
EPS*SUSTAINABILITY 0.077 -0.017
(1.26) (-0.28)
BVPS*SUSTAINABILITY 0.027*** 0.028***
(4.70) (4.85)
Industry fixed effect Yes Yes Yes
Year fixed effect Yes Yes Yes
N 886 886 886
R2 0.680 0.660 0.694
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Results of regression estimates for TOBINS'Q and climate change, sustainability and
risk related financial disclosures for the test of H4

Dependent variable =  TOBINS’Q
Variables 1)
CONSTANT 2.32***7 2.720*** 2.326***
(3.38) (3.96) (3.38)
CLIMATE_CHANGE 0.114%** 0.116***
(4.11) (3.75)
SUSTAINABILITY 0.034* -0.005
(1.68) (-0.20)
Control variables Yes Yes Yes
Industry fixed effect Yes Yes Yes
Year fixed effect Yes Yes Yes
N 886 886 886
R® 0.680 0.660 0.694

= MONASH
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Additional tests and disclosure analyses

Disclosure of “climate change” in the financial statement and notes forming part
of the financial statements

Total keywords scaled by the size of annual report: number of words in the annual
report

Analysis based on disclosure of “risk”
Disclosures in the independent audit reports
Climate related risks versus opportunities

Firm fixed effect

29 MONASH
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Key findings, implications and recommendations

« Key findings:

Quantity and quality of CSRFD increased over the years but remain highly varied and inadequate
Heterogenous and qualitative nature of climate and sustainability-related disclosures

Results mostly disappear with firm fixed effect

Requiring SEC item 7A equivalent disclosures based on scenarios — connecting financial and climate
change/sustainability information

« Recommendations for standard-setters and regulators:

Need for mandatory standards on climate change and sustainability: S1 and S2
Industry and sector-specific illustrations could improve consistency, comparability, and quality of disclosures

Establish a central independent agency that provides credible and relevant climate and sustainability-related
scenarios and outcomes that could be adopted by reporting entities

Requiring SEC item 7A equivalent disclosures based on scenarios — connecting financial and climate
change/sustainability information

€> University



SEC Item 7A (BHP Billiton Ltd) based on risks
Key Underlying EBITDA sensitivities

Approximate impact! on FY24 Underlying EBITDA of changes of:

US$1/t on iron ore price2 233
US$1/t on steelmaking coal price 10
US¢1/lb on copper price? 37
US$1/t on energy coal price?> 14
US¢1/Ib on nickel price 1.2
AUD (US¢1/A%) operations* 166
CLP (US¢0.10/CLP) operations® 25

EBITDA sensitiviies: assumes total volume exposed to price; determined on the basis of BHP's existing portfolio.
EBITDA sensitivities: excludes impact of equity accounted investments.

EBITDA sensitivities: includes domestic sales.

EBITDA sensitivities: based on average exchange rate for the period applied to exposed revenue and operating costs.

1.
2.
3.
4.
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BHP 2024 annual report and Operational and Financial Review (OFR 6.9)

Relevant BHFPF CGroup risk factors
(refer o OFR & for more

Potential influence of climmate-related isswues onm
BH P CGroup risk factors over timel

Shoo =t erm

Mledim - term

Loosm - termmn
(5t at least 30

changes in climate patterms

in formra thorm b Climate-related risk (0t 2 vears) (2 to S vears) Ve AS )
Transition risk
Operational events T-c-c_l'm_{:l{:glcal solutons to reduce GHG P I oo o rrveditm High
ETNIS S TS
Sigmficant social or envirommental Engagming 1n or association with activities
oImpacts with actual or percemnyed adwverse climate-
related Impacts
Faihaire to meet evolving stakebhoblder Lo Loy to mesdime High
expectations
Political, regulatory or judicial
developments
Lomsy=carbwom tramsitiomn Low to zero GHG emiassion techmo logies or
changes in customer preferences altering
demand for our products
Perceptions of climate-related fimamncial msk
reducing access to capital andfor insorance | IR | IR High
for BHF or our customers or supp hers
Reputational damage and hitgation
Avdwverse market, legal or regulatory
re SO Ses
.—'Ea:lm_'jptl_ng_ ta:n:h_nc_jlngn:s ar_n:l T'a:c_hnj:ﬁlnglcal solutons to redoce GHOG  — — High
maintaiming digital secunty eITNis SIS
Optrimising growth and portffolio F'ai_lun'__' to achiewve E::I}cctcd cnmn‘_tr_-rcial P P High
refnrms objectives due to climate-related Impacts
Moccessing key markets Legal or n:'_gulat{_ﬁr}' Ftlan_gc_s, wiath respect P P High
to carbon-intensive industries and expores
Inadeguate busimess resilience Greopolitical, global ecomnomic, regional or P e High
local developments or adverse events
Physical risk
COrperational events Extremnme \.-.-'ca:tth amnd other clln‘l_.atc—rclatﬂd P e O R TR
events that may mpact production
Significant social or envirommental Failare to adeqguatehly identfy or to
Impacts appropriately manage physical chmate- | IR P Lomes to mmeesditrm Pl ed 11
related misks
Inadeguate busimess resilience Aocute and chromic physical climate-related
mpacts, event-dnwven amnd longer-ternm Lo Lo Ml ed 1

Price source

Wood Mackenzie Net Zero (1.5°C) Scenario (June 2024)

CY2030 Price
(real, US$/tonne)

180

CY2050 Price
(real, US$/tonne)

143



BHP 2024 annual report and Operational and Financial Review OFR 6.9

Climate modelling

We commissioned WTW (one of our insurance advisors) to develop a climate dataset covering our operated assets and some key value chain locations,
to develop a more holistic understanding of the potential parameters of our physical climate-related risk exposure and how it may change over time.

This climate dataset is based on the publicly available Shared Socioeconomic Pathways (SSP) scenarios used by the Intergovernmental Panel on Climate
Change, and includes latest generation (Coupled Model Intercomparison Project Phase 6 (CMIP6)) and CMIP5 climate models, applied to our operated
assets. The dataset covers more than 20 climate-related hazards potentially relevant to our global operations, such as average temperature, extreme
precipitation, and cyclones, which can represent physical climate-related risks. Alongside this we apply local observational climate data and other
sources of climate projections. This approach allows us to develop a localised view of potential impacts, including changes in rainfall patterns, average
and maximum temperatures and sea level rise.

The climate dataset includes a baseline (CY2001 to CY2020) and projections for three future time horizons (CY2026 to CY2045, CY2046 to CY2065,
CY2066 to CY2085) for the following Intergovernmental Panel on Climate Change SSP-based GHG emission scenarios:!

. Low-case: Estimated average global temperature increase of 1.8°C by CY2100 (SSP1-2.6)
. Mid-case: Estimated average global temperature increase of 2.7°C by CY2100 (SSP2-4.5)

. High-case: Estimated average global temperature increase of 4.4°C by CY2100 (SSP5-8.5)

The table ‘Potential physical climate-related risks at our operated assets and in their value chains’ on this page shows the physical climate-related risks
that our studies to date indicate could have potential impact for our operated assets (including via impacts in our value chain). The first stage of our
analysis looks at our operated assets that are currently producing (excluding NSWEC and former OZ Minerals sites) and our Jansen potash project. We

plan to include currently producing former OZ Minerals sites and to expand and adapt our approach to incorporate our legacy assets and NSWEC in
FY2025.
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lllustration: Equivalent of ltem 7A (Wine producer — operating in UNSW):
Connecting financial and climate change information based on materiality

Approximate impact on the
following items based on

scenarios

Income statement

Scenario 1 —increase in
temperature by 0.5 degree
(Short-term)

Scenario 2 —increase in
temperature by 1 degree temperature by 0.5 degree

(Short-term) (Medium-term)

Scenario 1 — increase in

Scenario 2 —increase in
temperature by 1 degree
(Medium-term)

Revenue Nil Nil 1% lower 2% lower
EBITDA Nil 2% lower 1% lower 5% lower
Balance sheet

Current assets Nil Nil 2% lower 5% lower
Non current assets 1% lower 2% lower 5% lower 10% lower

EX0)
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lllustration: Equivalent of ltem 7A (Wine producer — operating in UNSW):
Connecting financial and climate change information based on materiality

Approximate impact on the following Scenario 1 —increase Scenario 2 —increasein  Scenario 1 —increase in Scenario 2 — increase in

items based on scenarios in bush fires by 5% bush fires by 10% bush fires by 5% bush fires by 10%
(Short-term) (Short-term) (Medium-term) (Medium-term)

Income statement

Revenue 1% lower 5% lower 2% lower 5% lower

EBITDA 5% lower 10% lower 5% lower 15% lower

Balance sheet

Current assets 2% lower 5% lower 2% lower 5% lower

Non current assets 5% lower 10% lower 5% lower 15% lower

EX0)
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Questions and comments
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