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About this report
Recognising the systemic risks that climate 
change posed to the financial system, the 
Financial Stability Board drove the establishment 
of a taskforce to establish disclosure standards 
for climate-related risk in 2015. 

The Taskforce on Climate-related Financial 
Disclosure (“TCFD”), led by Michael Bloomberg, 
released its final recommendations in 2017. The 
framework is accepted globally as the standard for 
assessing, managing, and disclosing on climate-
related financial risks. This report has regard to 
the recommendations made by the TCFD.

As part of our commitment to building a climate 
resilient portfolio, we have disclosed in this 
report the climate related work executed to 
date and the work planned for the future and 
will update our progress in future reports. In 
this inaugural report, we detail our approach 
to managing climate risk and opportunities, in 
support of an orderly transition, and consider 
the interaction of carbon reduction and meeting 
regulatory obligations while delivering long term 
sustainable financial returns to you. 
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message from the 
Chair and CEO
Climate change is one of the most pressing issues of our time. It’s 
likely to have implications for current and future generations if not 
addressed. We consider that managing the risks that climate change 
presents is an important part of satisfying our duty to advance our 
members’ best financial interests. As custodians of your retirement 
savings, we take this responsibility seriously. We consider the risk and 
opportunities from climate change in our investment decision making. 
We understand that if we don’t, this could have a negative impact  
on your returns and, therefore, your retirement.

Climate change is a public health issue that will have a direct impact 
on your working lives and the world into which you will retire. As the 
superannuation fund for the health and community services (HACS) 
sector, HESTA has an important role to play in the transition to a  
low-carbon economy in line with the goals of the Paris Agreement.  
We believe there are sustainable investment opportunities we can 
make that will create long-term value for you.

The risks and opportunities related to climate change have been a key 
focus area for HESTA for many years. In 2020 we became the first major 
Australian superannuation fund to commit to reducing the absolute 
carbon emissions across our entire investment portfolio to ‘net zero’ by 
2050, with an interim target of 33% reduction by 2030. Also, in 2014, we 
were the first major Australian superannuation fund to place thermal 
coal restrictions across the portfolio.

To mitigate climate change risk, we need to achieve change in the 
real economy. Direct engagement and collaboration with other asset 
owners to amplify our voice is a strong focus for us. We use ongoing 
dialogue with high emitters and other industries dependent on fossil 
fuels to encourage them to transition their business models to be viable 
in a low carbon economy. We believe that such a transition will have a 
positive impact on the performance of these companies and, in turn, 
the retirement outcomes of our members. We use our influence to drive 
companies to better understand, manage and reduce their carbon 
emissions. However, we know we can’t talk forever with companies that 
are not redirecting their business models towards a just transition and 
divestment may become necessary where we consider that the failure 
to transition in this way may impact the performance of this company 
over time. 

In the wake of COVID-19, we have a unique opportunity for a green-
led recovery, consistent with Paris Agreement goals. HESTA has a 
substantial investment in renewable energy and climate solutions and 
continues to seek opportunities for further investment in innovative low 
carbon technology and infrastructure that will positively contribute 
towards the transition.  

We are pleased to share our inaugural climate change report with 
you and hope this imparts confidence that HESTA is contributing to a 
secure and climate resilient future for you. 

Hon Nicola Roxon  
Chair

Debby Blakey 
CEO
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a snapshot of how HESTA 
thinks about climate change
Climate change is one of the most significant threats to our economy, society and environment and it is likely 
to have implications for current and future generations if left unaddressed. Climate change has direct and 
indirect impacts for the HESTA investment portfolio and its performance, the broader economy, and the world 
in which you will retire into. The costs of inaction are far greater than the cost of responding to climate change. 

HESTA has an important role to play in the transition to a lower carbon world and has set three 
organisational goals to guide the climate action it takes.

Safeguarding  
future returns

Making a  
positive impact

Supporting the  
caring economy to adapt  
to climate change

Guiding our approach

We  
believe

The key climate-related 
impacts to our portfolio are

Therefore,  
we will

1.  Climate change presents  
a financial risk to the HESTA 
portfolio and the world in 
which our members will 
retire in and an urgent 
response is required.

2.  An adequate response 
to climate change is not 
currently reflected in global 
government policies, nor 
has it yet been efficiently 
priced into market 
valuations.

3.  The cost of inaction is far 
greater than the cost of 
responding to climate 
change – both financially 
and reputationally.

1.  Market repricing from an 
abrupt and disorderly 
policy transition from the 
current 3°C trajectory onto 
a <2°C pathway.

2.  If efforts to transition are 
not successful, then we 
expect an increase in 
severity and frequency of 
damage from the physical 
impacts of climate change.

3.  There are near-term 
investment opportunities 
from the low-carbon 
transition.

1.  Set carbon reduction 
targets for the HESTA 
portfolio to manage key 
financial and reputational 
risks, as well as further 
investment in opportunities 
from the low-carbon 
transition.

2.  Prioritise the achievement 
of real world economy 
change through 
engagement with material 
holdings and managers 
to address medium-
term transition risks and 
opportunities.

3.  Align our target with the 
aim of the Paris Agreement 
to limit global warming 
to well below 2°C, which 
requires economic 
transition to ’net zero 
emissions by 2050’.

4.  Support our employers and 
members to assess and 
respond to the impact of 
climate change.
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Climate change risks
The potential risks from climate change that are likely to impact HESTA can be categorised into the following:

Transition risk Physical risk Liability risk

Risks associated with the 
response of governments, 
markets and society to 
climate change. 

This includes: 

• policy and regulatory 
responses; for example, 
carbon pricing, emissions 
restrictions, tariffs and trade 
and prudential regulation 

• technological 
developments for example, 
in the area of renewable 
energy technologies and 

• shifts in market stakeholder 
preferences, including those 
of debt financiers, equity 
investors and insurers, and 
the community.

Exposure to the physical 
impacts of climate change – 
on both the natural and built 
environment. 

These can include both:

• gradual onset impacts 
such as increased average 
temperatures, changes in 
precipitation patterns and 
sea-level rise, and 

• acute catastrophic risks 
including the increased 
frequency and intensity 
of severe weather events 
like drought, heat waves, 
bushfires, extreme 
precipitation, and inland 
flooding events.

Occurs across categories 
as diverse as duties and 
disclosure, planning and 
administrative approvals, 
human rights and breaches 
in contract and duty. This 
includes the risks from 
companies not adequately 
managing the impacts of 
climate change potentially 
resulting in value destruction 
and a breach of directors’ 
duties.

> snapshot (continued)
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Considering the impact of different future climate-related scenarios 
on HESTA’s portfolio we found that the key climate-related risks to the 
investment portfolio are:

Near term (2021-2030) Long term 

The risk of market repricing from an 
abrupt and disorderly policy/market 
transition from the current 3°C 
trajectory onto a <2°C pathway.

The long term risk is a likely  
increase of the existing effects of 
climate change. Negative return 
impacts are most severe in 4°C+ 
by 2100 scenario, where increasing 
frequency and intensity of climate 
change impacts lead to economic 
and social damage.

Source: Mercer, October 2019

Why ‘<2ºC’ and why ‘net zero’?

The Paris Agreement was signed by more than 190 countries (including Australia) in December 2015. A key 
aim of that Agreement is to strengthen the global response to the threat of climate change – including 
by ‘Holding the increase in the global average temperature to well below 2°C above pre-industrial levels 
and pursuing efforts to limit the temperature increase to 1.5°C above pre-industrial levels, recognising that 
this would significantly reduce the risks and impacts of climate change’ (Article 2.1(a)). 

Since the Paris Agreement was signed, there has been increasing recognition that limiting global 
warming ‘well below 2°C’ will require the global economy to transition to ‘net zero’ greenhouse gas 
emissions (including, for example, carbon dioxide, methane and nitrous oxide) prior to 2050. Put simply, 
‘net zero’ refers to a scenario where as many emissions are removed from the atmosphere as are 
produced. We refer to the Paris Agreement targets as ‘<2°C’ through-out this report. 

A “whole of portfolio” response  
is required to reduce our portfolio  
carbon intensity to ‘net zero’  
by 2050, as well as further  
investment in the low  
carbon economy.

> snapshot (continued)
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In response, we have developed the following Climate Change Transition Plan.

tober 2019

Climate Change Transition Plan

Our actions are defined by

Governance

Net zero and 
interim targets

• Responsible 
Investment Policy

• Climate Change 
Statement

• Risk Appetite 
Statement

HESTA Governance 
Framework

Ongoing Board and 
Executive capacity 
building

Targets

Clear engagement 
pathways and 
escalation

33% reduction  
by 2030

Net zero by 2050

Investment 
integration

Focused industry 
advocacy

Portfolio objectives

Climate Change 
Working Group

Investment managers

Investment 
opportunities

Active ownership

Supporting the 
caring economy 
through the 
transition

Engagement and 
collaboration

Advocacy

Escalation and 
exclusion

> snapshot (continued)
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Net zero emissions 
by 2050
HESTA has committed to reducing 
the carbon emissions of its 
portfolio by 33% by 2030 and to 
be ‘net zero’ by 2050 to help limit 
global warming to <2ºC and align 
HESTA’s portfolio with the ultimate 
goal of the Paris Agreement. The 
aim is to make HESTA’s portfolio 
resilient to key financial risks and 
enable us to take advantage of 
investment opportunities arising 
from the transition to a low-
carbon economy. 

In 2020 HESTA was the first major 
superannuation fund in Australia 
to commit to a portfolio-wide 
carbon target aligning HESTA’s 
investment portfolio with the 
goals of the Paris Agreement. 
We are confident that the target 
can position the portfolio well 
into the future to help us achieve 
our investment objectives and 
continue to deliver strong, 
competitive, long-term returns  
for you.

The challenges to 
overcome
To achieve the goals of the Paris 
Agreement, we need to achieve 
coordinated global action 
and the investment of capital 
by asset owners like HESTA. If 
these goals are not achieved, 
the end outcome is likely to be 
an increase in the severity and 
frequency of climate extremities 
that will have negative impacts 
on the value of our investments 
and therefore on your benefits  
in retirement.

However, climate change 
is a complex problem and 
transitioning to a lower carbon 
economy will involve extensive 
policy, legal, technological and 
market changes to address 
mitigation and adaption, which 
may then pose varying levels of 
financial and reputational risk  
to organisations.

Impact on health 
and community 
services
The healthcare sector is likely to 
be heavily impacted by climate 
change, which will be more acute 
for those communities dependent 
on carbon intensive industries. 

The Victorian Council of Social 
Service (VCOSS)1 reports that air 
pollution, like transport emissions 
or particulates from coal-
fired power stations, kills 4,880 
Australians each year, with young 
children, older people, pregnant 
women, and those with lung or 
heart disease most susceptible to 
health problems associated with 
air pollution. 

VCOSS found that smoke from 
the devastating 2019-2020 Black 
Summer bushfires has been 
responsible for 120 deaths and 
around 1,300 hospital admissions 
for cardiovascular illness, 
respiratory disease, and asthma.

Scientists2 expect extreme fire 
conditions will continue to 
become more frequent and 
severe without rapid action to 
reduce emissions. 

1 https://vcoss.org.au/policylibrary/2021/04/health-impacts-of-air-pollution-in-victoria/
2 https://www.climatecouncil.org.au/not-normal-climate-change-bushfire-web/

> snapshot (continued)
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> snapshot (continued)

Leading by example
HESTA has been measuring carbon emissions from its business 
operations since 2011 as part of the Australian Government’s 
carbon neutral standard. For the FY19/20 our residual internal 
carbon footprint was 12% less compared to the FY18/19. 

Through HESTA’s partnership with the QANTAS Future Planet 
program, we have procured 1,573 (tCO2-e) carbon offsets 
that benefit indigenous rangers with custodial responsibility 
for wilderness areas prone to bushfires in Arnhem Land. The 
project was chosen because it contributes to the reduction of 
greenhouse gasses, provides work opportunities, and connects 
indigenous people to their land, traditions, and culture.

To continue to generate long-term value for our members, it’s important that HESTA leads by example, 
acting in a manner it expects of other organisations. This will also contribute to HESTA achieving its 
long-term net zero carbon emissions goals. 
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the journey to net zero

2001

Launched the HESTA Eco Pool 
(now Sustainable Growth) 

investment option, an early 
adopter of fossil fuel exclusions

2005

Became a founding member  
of Investor Group on Climate 

Change (IGCC) including  
being represented on the 
Management Committee

2006

One of the world’s first pension 
funds to become a signatory 

of the Principles of Responsible 
Investment (PRI)

Committed to the Carbon 
Disclosure Project (CDP)

First renewable energy investment 
through IFM Investors

2008

Represented the Australian 
industry funds on the P8 initiative3.

Committed to the Poznan 
Communique on Climate Change

2009

Signed the Global Investor 
Statement on the Urgent Need  

for a Global Agreement on  
Climate Change

Undertook a climate change Risk 
Review by asset class teams

2013

Launched our Climate Change 
Policy Implementation Guide

2010

Participated in the Australian 
Institute of Superannuation 

Trustees project to calculate 
the carbon footprint of HESTA’s 

equities investments

Appointed Federated Hermes 
EOS to undertake international 

engagements including  
climate change

2011

Signed the Global Investor 
Statement on Climate Change

Surveyed our investment managers 
across all asset classes on the 
impact of the price on carbon

2012

HESTA’s Board approved the 
HESTA Climate Change Policy

Introduced a low carbon 
Australian equities portfolio

2014

Restricted investment in new 
thermal coal developments across 

the entire HESTA portfolio

2015

Committed to the Montreal  
Carbon Pledge

Introduced a low carbon 
international equities portfolio

Committed to the Paris Pledge  
for Action 

2017

Reported our carbon footprint  
for our Property investments

Introduced a total exclusion for 
companies deriving any revenue 
from the mining of thermal coal  

in the HESTA Sustainable Growth 
investment option

Joined the Climate Action  
100+ Initiative

2016

Reported our carbon footprint for 
listed equities

Developed a climate change video 
for member education

10



3  The P8 initiative brings together senior leaders from some of the world’s largest 
pension funds to discuss global issues, including climate change

> the journey to net zero (continued)

HESTA and the Sustainable 
Development Goals (“SDGs”)
HESTA believes that as a universal owner, where we are 
invested in the global economy, and a long-term investor,  
the achievement of the Sustainable Development Goals 
(SDGs) is aligned with our obligation to act in the best 
financial interests of members. 

In order to deliver strong returns for your financial future,  
we must address the financial impact of systemic challenges 
like climate change through supporting the SDG goals 
of improving access to clean and affordable energy and 
mitigating climate impacts. 

We seek to invest in and advocate on opportunities that  
have a positive impact on the environment and society,  
with a focus on our seven areas of impact as framed by the 
SDGs where we can meaningfully contribute based on our 
position in the market as investors. 

Our actions focus on solutions that represent strong 
investment opportunities and contribute to the challenges 
outlined by the SDGs. We look to form partnerships and 
pursue opportunities that are expected to deliver strong 
financial returns while having a positive impact on the 
economy, environment and society you will retire into.

We have developed statements  
outlining our position on our key focus  
areas of impact, which you can read at 
https://www.hesta.com.au/about-us/hesta-impact/
un-sustainable-development-goals.html

2018

Initiated development of HESTA’s 
Climate Change Transition Plan

2019

Certified carbon neutral by the 
Australian Federal Government

Established the board delegated 
Impact Committee with oversight 

for the climate related work 
undertaken at HESTA

Joined the working group for the 
Australian Sustainable Finance 

Initiative (ASFI) 

2020

Pledged support for the Transition 
Pathway Initiative (TPI)

Committed to the Partnership for 
Sustainable Capital Markets

Committed to Climate  
League 2030 

Announced emissions reduction 
target of 33% by 2030 and  

net zero by 2050
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Climate change has already and will continue to cause long-lasting changes  
in all components of the climate system, increasing the likelihood of severe, 
pervasive and irreversible impacts for people and ecosystems. 

Climate change can also result 
in transition, physical and liability 
risks that can have system-wide 
impacts on financial stability and 
might adversely affect the global 
economy. 

As a long-term investor and 
universal owner, our portfolio and 
members are exposed to the risks 
presented by climate change. We 
therefore believe that managing 
climate risks and capitalising on 
opportunities arising from climate 
change is clearly aligned to 
members’ best financial interests 
and seek to support a managed 
and orderly transition to a low 
carbon economy, to minimise the 
negative impacts of a disorderly 
transition.

Climate-related risks exist across 
the economy and cannot be 
addressed by simply divesting 
from high emitting companies. 
The key focus needs to be on 
reducing real-world global 
carbon emissions and supporting 
an orderly transition, while 
managing risks in portfolio.

Seeking economy-wide change 
of this nature means that our 
approach prioritises:

why climate change matters

Integration into investment 
decision-making through 
portfolio-wide carbon 
reduction targets.

Engaging for alignment of 
investee company strategy, 
governance and disclosure 
with the goals of the Paris 
Agreement. 
Our approach of active 
ownership enables us to 
use our shareholder voice 
to influence high emissions 
companies that we are 
invested in to transition  
over time.

Advocating for economy-
wide targets of net zero 
emissions by 2050 and 
support for an orderly 
and equitable transition 
across the economy. 
Supported by recent 
policy announcements by 
major industrial countries 
committing to net zero 
emissions.

12



The Intergovernmental Panel on Climate Change 
(IPCC) has concluded that human caused carbon 
emissions have increased since the pre-industrial  
era, leading to an increased concentration of 
greenhouse gases (GHGs) in the atmosphere.

Many impacts on natural and 
human systems have already 
been observed, with many land 
and ocean ecosystems and 
some of the services they provide 
changed due to global warming.4

Average global temperatures 
are now at least 1°C above 
pre-industrial levels. Evidence 
supports extreme changes in 
some climate and weather 
from an increase of just 0.5ºC. 
Temperatures increasing by more 
than 2°C above pre-industrial 
levels would cause long-lasting 
changes in all areas of the 
climate system, increasing the 
likelihood of severe, pervasive 
and irreversible impacts for 
people and ecosystems. The 
impacts include:

• more severe and common 
extremely hot days, increasing 
heat-related deaths and 
causing more bushfires;

• 10 million more people by 2100 
affected by rising sea-levels;

• hundreds of millions more 
people, particularly in poor 
countries, at risk of climate-
related poverty. 

Australia would be especially 
affected by warming above 
2ºC, with scientists warning 
of significantly increased risk 
of drought — particularly in 
Australia’s southern half — and 
the virtually certain loss of the 
Great Barrier Reef to bleaching.

climate science 
summary

4  https://www.ipcc.ch/site/assets/uploads/2018/02/AR5_SYR_FINAL_SPM.pdf Image by Andrea Jenke
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How climate change can impact the financial system5 
Climate change is one of many sources of structural change affecting the financial system. However, it has 
distinctive characteristics that mean it needs to be considered and managed differently. These include:

Far-reaching 
impact in breadth 
and magnitude: 

Foreseeable 
nature: 

Irreversibility: Dependency on 
short-term actions:

Climate change 
will affect all 
participants in 
the economy 
(households, 
businesses, 
governments), 
across all sectors 
and geographies. 
The risks will likely 
be correlated with 
and potentially 
aggravated by 
tipping points, in a 
non-linear fashion. 
This means the 
impacts could be 
much larger, more 
widespread and 
diverse than those 
of other structural 
changes.

While the exact 
outcomes, time 
horizon and future 
pathway are 
uncertain, there 
is a high degree 
of certainty that 
some combination 
of physical and 
transition risks will 
materialise in the 
future (and are 
already evident in 
some cases).

The impact of 
climate change is 
determined by the 
concentration of 
greenhouse gas 
(GHG) emissions 
in the atmosphere 
and there is 
currently no mature 
technology to 
reverse the process. 
Above a certain 
threshold, scientists 
have shown with 
a high degree of 
confidence that 
climate change will 
have irreversible 
consequences on 
our planet, though 
uncertainty remains 
about the exact 
severity and time 
horizon.

The magnitude 
and nature of the 
future impacts will 
be determined by 
actions taken today, 
which thus need to 
follow a credible 
and forward-looking 
policy path. This 
includes actions 
by governments, 
central banks 
and supervisors, 
financial market 
participants, firms 
and households.

climate risk as a  
financial risk

5 https://www.banque-france.fr/sites/default/files/media/2019/04/17/ngfs_first_comprehensive_report_-_17042019_0.pdf
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Transition Risk
Policy changes 
Technology innovation 
Social adaption

Physical Risk
Changing climate conditions 
Extreme weather events

Liability Risk
Stakeholder litigation and 
regulatory enforcement

Disruption from the 
adjustment to the low  
carbon economy
• Impacts on pricing  

and demand
• Stranded assets
• Defaults on loans

This can lead to direct 
damage to assets or 
property
• Lower asset values
• Increased insurance claims
• Supply chain disruption

Not considering responding 
to the impacts of climate 
change
• Business impact resulting 

from litigation
• Penalties resulting from 

litigation

APRA is seeking to ensure financial institutions are not caught unprepared by the changes that are 
occurring from climate change and are making decisions in a well-informed manner. 

While the guidelines are not yet mandatory, it sends a strong signal to financial institutions to adopt a 
tighter approach to climate-related risks before Australia’s regulators make it compulsory.

HESTA includes the risks posed by climate change in the Fund’s Risk Register with the risks counted 
as a material investment risk. We see climate change as a systemic risk that is expected to have 
implications over many decades. You can read more about HESTA's climate change governance  
on page 28.

A perspective from HESTA’s regulator
In 2021, the Australian Prudential Regulatory Authority (APRA) released draft prudential guidelines for APRA 
regulated entities, like superannuation funds, outlining the climate-related financial risks that it wants entities 
to consider in risk management frameworks. 

The APRA guidance recognises climate risks as financial risks arising from climate change and has identified 
these as “material, foreseeable and actionable”.

> climate risk as a financial risk (continued)
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how HESTA assesses  
risk across the portfolio
Portfolio-level scenario analysis 
A key element of the TCFD’s framework on assessing climate-related risks is the use of scenario analysis. 
Entities are asked to consider the impacts of scenarios that are aligned to the Paris Agreement goals of 
limiting warming to below 2°C (transition risk) and also scenarios where warming is unabated (physical risk).

In 2019, HESTA engaged Mercer to undertake a portfolio wide scenario analysis to understand the potential 
impact of climate change on our investment portfolio in the instance there is no action is taken. Mercer are a 
recognised adviser in this area and conduct the analysis in line with the recommendations of the TCFD. The 
analysis considered the impact of different future climate-related scenarios on HESTA’s portfolio (based on 
the portfolio holdings at the time of analysis) using gross domestic product (GDP) impacts as a proxy for the 
economy at large. This analysis determined that the key climate-related risks to our portfolio were:

Near term (2021-2030) Long term 

The risk of market repricing from an abrupt and 
disorderly policy/market transition from the 
current 3°C trajectory onto a <2°C pathway.

The long term risk is the likely increase of the 
existing effects of climate change. Negative 
return impacts are most severe in 4°C+ by 2100 
scenario, where increasing frequency and 
intensity of climate change impacts lead to 
economic and social damage.

Source: Mercer, October 2019
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The modelling concluded that 
the 4°C scenario would have the 
most significant impact over the 
long-term (greater than 10% loss 
in value on returns), given the 
increased physical risks frequency 
and intensity of climate change 
impacts, while the <2°C scenario 
would have the largest short term 
impact over the near term given 
transition risk is disorderly. 

The model extrapolates the 
impact on GDP down to an asset 
class and sector level, to reach 
a view on the impact of climate 
change on individual parts of a 
diversified investment portfolio.

In a scenario where the world 
successfully transitioned onto 
a pathway that limits global 
warming to below 2°C (green line) 
then we expect positive impacts 
from increased investment in 

low-carbon infrastructure to 2028, 
but negative overall impact to 
current portfolio holdings to 2050. 
The reason for this is ultimately 
that the economy at-large, and 
therefore the HESTA portfolio, 
does not yet reflect the future 
state required for a low-carbon 
world. In a transition to low-
carbon, current investment in 
fossil fuels and some industries 
would therefore lose value.

In a scenario where the transition 
is slow or unsuccessful, and the 
world continues on its current 
trajectory (3°C) or warming 
gets worse (4°C), the modelling 
suggested negative impacts from 
an increase in the severity and 
frequency of extreme climatic 
events.

What is scenario 
analysis?
Scenario analysis is not 
a forecast, prediction or 
outlook. It is a tool used by 
organisations to understand 
the implications of climate 
change on business models 
and operations, and to 
enhance their strategic 
thinking. Scenarios, or 
alternative universes, use  
key factors such as a world 
with rising temperatures, to 
help identify potential near 
and long term uncertainties 
and as an input to  
strategic planning and  
risk management. 

The potential impact
The chart below shows the results of modelling the cumulative investment returns impact to the portfolio  
(at the time of modelling) – assuming no change to the investment strategy in response to those risks.

Cumulative scenario impacts for current portfolio
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> how HESTA assesses risk across the portfolio (continued)
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Sector impact
The modelling went on to identify the transition and physical impacts at a sector or industry level. 

The research showed that the negative impact of transitioning onto a <2°C pathway would be concentrated 
in the Energy and Utilities sectors, i.e. companies directly invested in fossil fuel production and combustion 
(could become a stranded asset). 

Industry/Sub-sector Transition Risk Physical Risk

Energy

Oil and Gas

Coal

Utilities

• Renewable utilities

• Electric utilities

• Gas utilities

• Multi-utilities

• Water utilities

Materials

• Forestry and logging

Industrials

Consumer Discretionary

Consumer Staples

Crops and animals

Health

Financials

Information Technology

Telecoms

Real Estate

Most negative No sensitivity Most positive

Source: Mercer, as at October 2019.

We recognise the need for urgent action if the world is to decarbonise in alignment with net zero by 2050 
and we are committed to supporting this transition. Implementation across the investment portfolio has and 
will take considered planning, deep research and many incremental steps to progress to net zero over time.

> how HESTA assesses risk across the portfolio (continued)
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Transition risk encompasses business risk (regulatory and market risk) from government action to limit 
emissions e.g. carbon pricing and market/demand risk from the growth of alternative technologies and 
changing consumption patterns, as well as potential reputational risk for companies perceived to be climate 
‘laggards’. Regulatory and market shifts could both lead to potential stranded asset risks for asset owners. 

“Significant policy action is required to meet the Paris commitment of  
‘net zero’ by 2050. The gap between current actions and the target led the 
UNPRI to conclude that an ‘inevitable policy response’ would be disorderly, 
disruptive and abrupt.” – The PRI’s Inevitable Policy Response.

Government announcements in 2020
Transition risk has been elevated by recent commitments made by Australia’s major trading partners. These 
commitments position Australia well behind other nations in the level of emissions reduction commitments.

Many countries across the globe have committed to net zero emissions by 2050 or earlier and most have 
significantly strengthened their 2030 targets. 

Australia currently targets emissions reduction of 26-28% below 2005 levels by 2030, which will require a reduction 
of over 100mt (million tonnes) of annual emissions by 2030. State governments in Australia are pushing ahead 
of federal policy, with all Australian states and territories committing to net zero emissions targets6. 

transition risk

6 https://100percentrenewables.com.au/ambitious-climate-action-commitments-local-governments-states/
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Following are examples of emissions reduction commitments made by some 
of Australia’s trading partners at the recent Biden Climate Summit. 

The US
US President Biden committed the US to a 50-52% emissions reduction by 2030 
compared with 2005 levels.

Canada
Canada is aiming for a 40-45% by 2030, below 2005 levels. 

United Kingdom
The government will embed, in law, emissions reduction of 78% by 2035,  
below 1990 levels.

European Union
The EU is enshrining their climate goals in law to have their greenhouse gas  
emissions cut by 55% by 2030 and reaching net zero by 2050.

South Korea
South Korea is divesting from public overseas coal financing and later strengthening 
their targets in accord with net zero by 2050.

Japan
Japan’s emissions reduction goals were nearly doubled to 46% by 2030, compared  
with 2013 levels.

> transition risk (continued)

China

In September 2020, President Xi Jinping 
announced at the UN General Assembly  
that China will aim for peak coal use by 2030 
and to achieve carbon neutrality before 2060. 

The communique from China’s recent policy 
meeting, which will guide its next Five-Year Plan, 
states that China would speed up and push 
forward green and low-carbon development.

China – Energy Consumption by Source 
Share of total

Sources: CEIC Data, RBA.
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While transition risks have the potential to impact a broad range of sectors across the economy, companies 
that derive significant revenue from the production, combustion or sale of fossil fuels, or whose value chains 
are highly emissions intensive, may be particularly exposed. In the ASX300, just 11 companies comprise 76% of 
emissions, and these companies are the focus of our engagement. Seven of these companies have already 
committed to net zero by 2050 and have set targets to reduce emissions over time.

The table below shows carbon reduction commitments made by these companies:

> transition risk (continued)

Fossil fuel exposure
We have analysed the exposure across HESTA's total 
portfolio to companies that derive direct revenue 
from the extraction, processing and sale of fossil  
fuels, or their combustion to generate energy. 

We apply the following restrictions across our total 
portfolio:

• excludes investment in any listed company that 
derives more than 15% of revenue or net asset 
value from the exploration or production of 
thermal coal 

• excludes investment in any unlisted company 
that derives more than 15% of revenue or net 
asset value from the exploration, production, or 
transportation of thermal coal. 

At 30 June 2020, less than 5% of the total portfolio 
was directly invested in companies that generate 
some direct revenue from the production or sale of 
fossil fuels, or their use in energy generation. 

Exposure by fuel type  
at 30 June 2020

Exposure  
%

Thermal coal mining 0.08%

Fossil fuel energy generation 0.38%

Oil and Gas:

– refining 0.52%

– extraction 1.04%

– pipelines 2.41%

Total Fossil Fuel exposure 4.43%

ASX300 – Top 12 Emitters (Scope 1 and 2 emissions)

Company Sector
Net zero 
by 2050? Other commitments

 AGL Energy Utilities Yes Closure of assets by 2023  
and 2035 on pathway to 2050

 Rio Tinto Ltd Materials Yes 15% by 2030

 South 32 Ltd Materials Yes Halve emissions by 2035

  Origin Energy Ltd Utilities No To exit coal by 2032, reduce 
Scope 1 by 10% by 2023, halve 
Scope 1 and 2 and reduce S 
cope 3 by 25% by 2032

  BHP Group Ltd Materials Yes 30% reduction by 2030

  Qantas Airways Ltd Transportation Yes $50m over next 10 years in 
development of sustainable 
aviation fuel industry

 Bluescope Steel Ltd Materials No interim targets but not net zero

 Santos Ltd Energy Yes Scope 1 and 2 net zero by 2040

 Alumina Ltd Materials No

  Incitec Pivot Ltd Materials No

 Woodside Petroleum Ltd Energy Yes 15% by 2025, 30% by 2030

 Rest of ASX300

*Cash, alternative and foreign currency are not included in the calculations as no ‘owned’ emissions are attributable to our investment or the emission  
is calculated on the underlying asset in the case of synthetic exposure.

Source: S&P ASX300. As at 31 January 2021. 21



It is important that we understand the climate related risks on real assets like 
buildings and seaports that may be impacted by changing weather patterns 
brought on by climate change.

Physical risks resulting from climate change can be event-driven (‘acute’, like heatwaves, bushfires or floods) 
or longer-term shifts (‘chronic’ such as rising sea levels or an increase in major weather events) in climate 
patterns. Financial implications include direct damage to assets and business disruption and indirect 
impacts from supply chain disruption.

Understanding the physical impact of climate change on real assets
HESTA’s engagement plan with infrastructure and property managers is informed by scenario analysis 
performed by FourTwentySeven (427) and the Global Real Estate and Sustainability Benchmark’s (GRESB) 
resilience module.

Four Twenty Seven “hot spot” analysis GRESB resilience module

To provide greater granularity over physical 
climate-related risks, HESTA engaged Four 
Twenty Seven ("427"), a market intelligence firm 
specialising in the economic risk of climate 
change. An operational view (bottom-up) looks 
at vulnerability of our property and infrastructure 
assets to physical climate impacts, both acute 
and chronic, and the ability of asset operations 
to identify and mitigate those impacts. 

The GRESB assesses and benchmarks the 
ESG performance of real assets, providing 
standardised and validated data to the capital 
markets. HESTA has utilised the GRESB data 
to engage managers on their approach to 
managing risk.

HESTA engaged technical experts, 427, to understand the main exposure to acute and chronic physical 
impacts of climate in the infrastructure and property portfolios also referred to as real assets. The 427 model 
uses global climate data to provide forward-looking asset-level risk assessments. It is assessed through: 

• the climate hazards, 

• potential business impacts, 

• data from a range of sources, and 

• the scale of the impact.

This methodology was used to assess infrastructure and property assets for a range of factors including heat 
stress; water stress; cyclones; floods; rising sea levels, drought and bush fires. 

The results allowed us to determine what assets were more exposed to climate risk through the use of 
Climate Risk scores. The scores then enabled us to formulate an ongoing strategy for engagement with 
asset managers and portfolio companies to focus on capital expenditure and maintenance programs 
as part of a broader adaption strategy to climate risk. 

Climate-related physical risks are highly location specific.

physical risk
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Heat Stress

Water stress

Wildfires

Hurricanes and typhoons

Sea level rise

Flooding

Infrastructure Assets

Property Assets

Regions vulnerable to climate change

Infrastructure and Property assets across the globe

> physical risk (continued)

Heat Stress

Water stress

Wildfires

Hurricanes and typhoons

Sea level rise

Flooding

Infrastructure Assets

Property Assets

Top climate risks

Even if the assets themselves 
are climate resilient, they 
can be impacted by physical 
impacts in the cities around 
them; for example, floods 
limiting cars on the road, 
reducing customers or tolls, 
therefore reducing the 
revenue collected.

Real assets take time to 
convert to cash, which makes 
it more difficult for HESTA 
to sell the asset quickly if 
needed.

The real assets HESTA owns 
are concentrated in two 
main geographic locations, 
Australia and the US.

Given their provision of basic 
services to the functioning 
of cities and communities, 
any disruption to real 
assets has the potential of 
exposing HESTA not only to 
financial losses but also to 
severe reputational risk in 
case of business disruption. 
For example, bushfires 
can damage electricity 
transmission lines, and may 
take time to access and 
repair, causing blackouts in 
communities.

The risks associated with the physical impacts of climate change, and therefore 
the potential to impact your returns, are as follows: 

Source: New York Times
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> physical risk (continued)

1.5⁰C 2⁰C Impact of 2⁰C compared to 1.5⁰C

Loss of plant 
species 8%

of plants will lose 1/2 of 
their habitable area

16%
of plants will lose 1/2 of  
their habitable area

2x 
worse

Loss of insect 
species 6%

of insects will lose 1/2 of 
their habitable area

18%
of insects will lose 1/2 of 
their habitable area

3x 
worse

Further decline  
in coral reefs 70  to 90% 99% Up to 

29% 
worse

Extreme heat 14%
of the global population 
exposed to severe heat  
every 1 in 5 years

37%
of the global population 
exposed to severe heat  
every 1 in 5 years

2.6x 
worse

Sea-ice free 
summers  
in the arctic

At least once 
every  
100 years

At least once 
every  
10 years

10x 
worse

Source: climatecouncil.org.au. Crowd-funded science information.

Why is limiting warming to 1.5⁰ so important? 
Based on evidence published by the Intergovernmental Panel on Climate Change (IPCC), the Climate 
Council of Australia put together the following high level infographic to show just how badly the impacts 
materialise between 1.5⁰C and 2⁰C. The damage is amplified with trajectories to 3⁰C and 4⁰C.
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Liability risk is the risk that 
inaction or the lack of adequate 
management of climate change 
could result in regulatory action 
or litigation. The Grantham 
Institute at the London School of 
Economics reports that more than 
1,500 climate change-related 
lawsuits have been filed across  
39 countries8. 

Liability risks can arise across 
categories as diverse as duties 
and disclosure, planning and 
administrative approvals, human 
rights and breaches in contract 
and duty. 

This includes risks resulting from 
companies not adequately 
managing the impacts of climate 
change. For example, class action 
lawsuits can negatively impact 
the value of a company in the 
following ways:

• the deterioration of company 
value due to mismanagement, 
resulting in litigation

• the cost of rebuilding a 
company’s strategy and brand 
after litigation, and 

• through the costs of the 
litigation itself. 

Liability risk is therefore a 
financial risk, and more broadly 
linked to reputation risk, and 
can impact long term returns 
for members which is why HESTA 
manages liability risk. 

liability risk

Case study
Recently oil giant Shell was ordered by courts in The Hague to slash 
its emissions by 45% by 2030, across both operational and value- 
chain emissions (scopes 1, 2 and 3), compared to 2019 levels.

Through the collaborative advocacy efforts of investors and 
organisations like Climate Action 100+, Shell has already 
committed to reduce emissions by 20% leading into 2030, however 
in the case filed by Friends of the Earth9, the Dutch courts 
declared this wasn’t ambitious enough and has ordered Shell 
to take emissions action on an increased scale. This will require 
significant change to Shell’s strategy and capital expenditure. 

Whilst Shell has said its likely to appeal the ruling, this climate 
related litigation could signal further action on companies not 
just in the oil and gas sector, but other high emitting industries, 
especially for companies domiciled in countries actively aligned 
with the goals of the Paris Agreement.

8 https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2020/07/Global-trends-in-climate-change-litigation_2020-snapshot.pdf
9 https://www.foe.org.au/join_climate_case_against_shell
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HESTA recognizes that environmental, social and 
governance issues can have a material impact 
on the value of a company and the health of the 
economy, environment and society as a whole, both 
positive and negative, which can also impact your 
investment returns. 

As a large global investor with a long investment horizon, and with 
investments across a range of geographic regions, economies and 
asset classes, we can’t completely avoid climate change impacts.  
We consider climate change risks and opportunities in our 
investment decision making, to manage, mitigate and reduce the 
negative impact of climate change on your returns and the world 
you will retire into. We also aim to capitalise on opportunities to 
create value from the transition to a low carbon economy. 

We take a total portfolio approach, as we recognise the impact 
of climate change can present in many ways. In order to mitigate 
climate risk and capture climate-related opportunities, we need to 
achieve change in the real economy. Given the importance of this 
issue, we have built it into our investment objectives.

climate change  
transition plan
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Utilising the results of the scenario analysis and recognizing the need to 
manage the near term and long-term risks, we have developed the following 
Climate Change Transition Plan to guide our actions:

The total portfolio response largely focuses on HESTA’s underlying holdings in investee companies 
or physical assets, informed by our analysis of where the most significant climate related risks and 
opportunities are. We will report the progress of our plan in future reports.

Climate Change Transition Plan

Our actions are defined by

Governance

Net zero and 
interim targets

• Responsible 
Investment Policy

• Climate Change 
Statement

• Risk Appetite 
Statement

HESTA Governance 
Framework

Ongoing Board and 
Executive capacity 
building

Targets

Clear engagement 
pathways and 
escalation

33% reduction  
by 2030

Net zero by 2050

Investment 
integration

Focused industry 
advocacy

Portfolio objectives

Climate Change 
Working Group

Investment managers

Investment 
opportunities

Active ownership

Supporting the 
caring economy 
through the 
transition

Engagement and 
collaboration

Advocacy

Escalation and 
exclusion

> Climate Change Transition Plan (continued)

Climate Change  
Transition Plan
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Climate risk is a key, multi-faceted consideration in investment evaluation and 
decision making at HESTA. This takes place in various parts of the Fund’s investment 
process, spanning asset-class specific exposure analysis, investment manager 
capability assessment and investee company engagement. 

Our principles and commitment are outlined in our Responsible Investment Policy (RI Policy) and in HESTA’s 
Climate Change Statement. The RI Policy is integrated into the Fund’s investment governance framework as 
documented in the Governance Framework below.

Climate Change within the HESTA Governance Framework

climate governance 
at HESTA

Responsible Investment Policy, Climate Change Statement, Risk Appetite  
Statement and Climate Change Transition Plan

Investment Committee Audit and Risk CommitteeImpact Committee

External investment  
partners: managers RegulatorsCollaborative peer groups 

and industry associations

Investments Climate Change 
Working Group

HESTA Impact
RI/Advocacy/

Corporate Social 
Responsibility

Risk and 
Compliance Team

Board

28



Investment 
Committee
The Investment Committee (IC), 
with delegation from the Board, 
is responsible for approving the 
Responsible Investment Policy 
and Climate Change Statement 
and for overseeing their 
implementation. Each quarter 
the IC monitors climate related 
risks and annually reviews the 
implementation, performance, 
and progress of our Climate 
Change Transition Plan. 

Impact Committee
HESTA established the Impact 
Committee, as a sub-Committee 
of the HESTA Board, tasked 
with oversight to establish the 
HESTA Impact program, bringing 
together the Fund’s responsible 
investment, advocacy and 
corporate sustainability and 
social responsibility activities.  
The Impact Committee 
considered and monitored the 
HESTA Impact program of work, 
which includes climate change, 
and reviewed the approach 
in consultation with the HESTA 
Board and the HESTA Investment 
Committee (another sub-
Committee of the Board). 

Audit and Risk 
Committee
The Audit and Risk Committee 
(ARC) has oversight for the 
financial management, 
performance and reporting 
obligations of HESTA. The ARC 
also monitors the effectiveness 
and operation of HESTA’s Risk 
Management Framework and 
Strategy (the Risk Management 
Framework) to ensure that 
appropriate policies, procedures 
and controls are in place to 
address the risks that may 
impact HESTA and its investment 
portfolio. The Risk Management 
Framework specifically identifies 
climate change as a risk 
impacting HESTA’s investment 
portfolio. While the Investment 
Committee is assigned with 
assessing and managing climate-
related risks in the portfolio, the 
ARC retains overall responsibility 
for managing all risks at HESTA. 

Board training
Activities undertaken to 
develop and maintain  
Board members’ skills and 
knowledge in relation to 
climate change include:

• Responsible investment  
is a dedicated module  
in the induction training for 
all new Board members.

• Key experts in the 
responsible investment 
industry are identified 
and invited to present 
to the Board and Board 
Committees on relevant 
topics.

• The Investment and  
Impact Committees receive 
bi-annual updates on 
progress against the goals 
of the Climate Change 
Transition Plan.

• HESTA’s Board members 
may be involved in various 
Responsible Investment 
collaborations and 
initiatives.

> climate governance at HESTA (continued)
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How we developed a Climate Change Transition Plan 
Based on ongoing research and analysis, HESTA identified the potential financial risks from climate change 
many years ago and recognised our role in the transition as custodians of your retirement savings. The key 
climate-related impacts to our portfolio are:

Market repricing from an 
abrupt and disorderly policy 
transition from the current 
3°C trajectory onto a <2°C 
pathway.

If efforts to transition are not 
successful, then we expect 
a more significant increase 
in severity and frequency 
of damage from physical 
impacts of climate change.

There are near-term 
investment opportunities 
from the low-carbon 
transition.

Therefore, in response, our actions have included:

Setting carbon reduction 
targets for the HESTA 
portfolio to manage key 
financial and reputational 
risks, as well as target 
investment in opportunities 
from the low-carbon 
transition.

Focusing on the achievement 
of real-world economy 
change through engagement 
with companies in which 
we are a shareholder and 
fund managers to address 
medium-term transition risks 
and opportunities.

Aligning our carbon emission 
reduction targets with the 
Paris Agreement ambitions 
of ‘net zero by 2050’.

Portfolio-wide carbon reduction targets
Our portfolio emissions reduction targets seek to reduce carbon exposure in the portfolio with the next 
decade. This aligns with the ambition of ‘net zero by 2050’ and also mitigates the key near-term risks 
identified in the event of a disorderly transition. 

The 2030 target is for a 33% reduction in scope 1 & 2 emissions across our portfolio holdings from a FY20 
baseline, based on:

• Normalised carbon emissions (tonnes CO2e / $m invested) – we’ve chosen normalised carbon emission  
as it represents HESTA’s share (based on Enterprise Value) of real world emissions. 

• Scope 1 & 210 – carbon emissions are assessed based on the scope 1 (direct combustion) and scope 2 
(electricity use) emissions of our investments. This is on the basis that reducing scope 1 & 2 will have flow 
on effects across the economy, thereby reducing scope 3 (value chain) emissions. We are still prioritising 
scope 3 in engagement with companies, but in terms of target setting, we note that data coverage for 
scope 3 emissions remains poor.

We will share our progress towards the carbon reduction targets in future reports.

targets

10  For definitions and examples of Scope 1, Scope 2 and Scope 3 emissions, please refer to the following website provided by the Australian 
Governments Clean Energy Regulator: http://www.cleanenergyregulator.gov.au/NGER/About-the-National-Greenhouse-and-Energy-Reporting-
scheme/Greenhouse-gases-and-energy
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> targets (continued)

Climate League 2030
HESTA is one of 20 participants committing to action on emissions 
reduction by 2030 through the IGCC’s Climate League 2030 initiative. 

Supported by investors managing a total of $910bn, Climate League  
2030 aims to reduce Australia’s annual greenhouse gas emissions by at 
least a further 230 million tonnes from what is projected for 2030. This is the amount determined to  
keep global warming at 1.5ºC and equates to approximately a 45% reduction in emissions from 2005 
levels; well above the Federal Government’s current commitment of 26-28% from 2005 levels.

Climate League 2030 acknowledge this is an ambitious target. Yet it’s through this collective action 
by investors, banks and insurers, and other influential financial services organisations – sharing 70% 
of Australia’s emissions through domestic infrastructure investments – where the shift in Australia’s 
emissions trajectory can occur.

For more information on the Climate League 2030 initiative, please visit 
climateleague.org.au
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investment integration
With climate targets in place, we are extending 
current processes to integrate carbon targets 
into investment decision-making. 

Our decisions are currently based on four dimensions – risk, 
return, cost and responsible investment. By expanding the 
process to include carbon targets, we should meet our 
climate commitments whilst continuing to maximise risk/return 
objectives and minimise costs. This integration provides us 
confidence that we will achieve our carbon reductions while 
ensuring optimal return outcomes for our members.

sustainable  
& responsible

return

co
st

ris
k
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Climate change working group
We have established an internal climate change working group to develop capability, progress research and 
identify opportunities to reduce our carbon emissions and meet our commitments under the Climate Change 
Transition Plan. 

Carbon footprint

At 30 June 2020, HESTA’s normalised carbon footprint was 53t CO2e per AU$M invested.

 Listed equities 64.0%

 Global Debt 7.0%

 Alternative Credit 10.0%

 Infrastructure 9.0%

 Property 1.0%

 Private Equity 9.0%

*as at 30 June 2020.

Calculating a portfolio’s baseline carbon footprint is challenging. In many asset classes, quality carbon data is 
not yet available, and we have had to include estimates across some asset classes. This is a common practice 
among funds, and we commit to better refine over time as improved information becomes available.

> investment integration (continued)

Pathways to net zero
As we look forward, we have seen a lot of market activity which is likely to help HESTA achieve our  
long-term net zero carbon emission goals:

Many companies, 
both domestically and 
globally, have announced 
commitments to achieve  
net zero carbon emissions  
by 2050.

Many managers, including 
both ISPT and IFM, have 
announced commitments 
to achieve net zero carbon 
emissions by 2050.

There has been an 
improvement in data 
reporting and capture,  
and emerging industry 
practice. 

In addition, we have identified near-term opportunities to make immediate reductions to our carbon 
footprint without materially altering the risk profile of the portfolio. This has included changes to the 
investment managers we partner with, as well as introducing a lower carbon passive strategy in the 
developed international equities portfolio.

The Investment Management team is working to deepen integration of carbon monitoring into the 
investment process. We believe the sophistication of this integration will improve through time as carbon 
reporting and data becomes more widely available to feed into the investment process and we will 
report our progress in due course.
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Weighted Average Carbon Intensity (WACI) at 30 June 2020
We are at the beginning of our multistep program of work and aim to reduce the carbon intensity in the 
portfolio over time. The following table shows the HESTA Australian and International share portfolios  
exposure to carbon intensive companies compared to theirs benchmarks.

Weighted Average Carbon Intensity

Scope 1 and 2 intensity, in tCO2e/USDm

Australian Equities International Equities

222.85 217.98

114.35

174.92

0

50

100

150

200

250

Portfolio Benchmark

The Australian Equities Benchmark is the S&P/ASX 300 and the International Equities Benchmark is calculated by blending 77.5% allocation to the MSCI 
World Ex Australia Index and 22.5% allocation to the MSCI Emerging Markets Index.

Investment Managers
HESTA is responsible for the 
operational requirements of the 
responsible investment policy and 
engages with HESTA’s external 
investment partners and other 
service providers to ensure that 
the incorporation of climate 
related risks and opportunities 
enhances our investments over the 
long term. 

HESTA has appointed a range of 
external investment partners to 
assist in the implementation of 
HESTA’s responsible investment 
program which includes climate 
change. For example, external 
managers assist HESTA to 
implement its climate change 
transition plan by including 

climate related risks and 
opportunities into their investment 
processes and decision making, 
as well as their active ownership 
policies and practices. 

When considering a new 
external investment manager 
HESTA assesses the prospective 
manager’s:

• Approach and policies to 
incorporating climate related 
considerations within its 
investment processes and 
decision making, including 
research, pre-investment due 
diligence and post investment 
asset management.

• Capabilities related to climate 
change including tools, 
resources and reporting as 
well as thought leadership and 
involvement in any external 
responsible investment 
collaborations and/or 
initiatives.

• Willingness to engage with 
HESTA and improve its 
capabilities and processes in 
the future.

The assessment of a prospective 
external investment manager is 
one of a range of factors which 
determine if a manager is suitable 
to include in HESTA’s portfolio.

> investment integration (continued)
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ISPT’s path to net zero
ISPT is a large Australian property trust that HESTA invests with. In November 2020, ISPT became the first 
Australian property manager to become 100% certified carbon neutral across all their owned and operated 
properties in Melbourne, Sydney, Brisbane and Perth.

Since 2014, ISPT has reduced carbon emissions by 42% and saved approximately $27m in utility costs along 
the way. This has been achieved by developing a clear environmental, social and governance strategy where 
climate change is a key focus area. As part of their commitment to climate change resilience and adaption, 
emissions reduction and mitigation and renewable energy, ISPT has scoped a four stage national solar rollout, 
to install solar panels across 50+ of their properties. They are in the delivery of Stage 3, and when all four stages 
are complete, the project will be the largest coverage across a single portfolio by a fund manager in Australia. 
One example of this is the retail centre Barkly Square in Brunswick, Melbourne as shown below..

> investment integration (continued)

You can read more about ISPT’s climate ambitions at ispt.net.au/esg/

Utilities Trust of Australia (UTA) targets net zero by 2050
Morrison and Co, as manager of the UTA, believes that carbon emissions by investee entities have the 
potential to adversely affect the financial performance of those investments over the long term, as well as 
contributing to the harmful global effects of climate change.

In 2021, they announced the following goals for the UTA as part of their decarbonisation strategy:

Net zero by 2050 – Reduce net scope 1 and 2 carbon emissions of whole portfolio to zero by 2050

50% reduction in emissions intensity by 2030 – reduce the Fund’s Scope 1 and 2 carbon emissions per 
dollar invested (NAV) by 50% by 2030 (from a 2019 baseline)

UTA operations to be carbon neutral by 2022

Investee companies to set ‘net zero by’ targets – through active ownership and board representation 
(where possible), encourage investee entities to set carbon emissions reduction strategies that contribute 
to achieving net zero by 2050.
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investment opportunities
HESTA’s investment in renewables
Investments in renewables 
through our infrastructure asset 
class is currently one of the 
major ways we gain exposure 
to transition opportunities, 
and currently represents 
approximately 5%  of our 
infrastructure portfolio. 

HESTA actively supports 
renewable investments, where 
they meet appropriate risk-
adjusted return hurdles, and 
provide long-term stable 
contracts. 

We have made investments 
in Australia but have looked 
abroad in jurisdictions that offer 
stable and predictable policy 
settings vital to achieve long-
term contractual certainty. HESTA 
has successfully deployed over 
three times as much capital 

in renewables globally as we 
have domestically, despite 
the locational advantages of 
investing in Australia.

When such opportunities are 
available, we have actively 
participated. As an example, 
in 2019 HESTA acquired a part 
ownership in Snowtown 2 Wind 
Farm in South Australia through 
an investment partnership with 
Palisade Investment Partners. 

The Snowtown 2 Wind Farm is 
located on the Barunga and 
Hummocks Ranges in South 
Australia, approximately 130km 
north of Adelaide. It is comprised 
of 90 x 3.0MW Siemens Gamesa 
Renewable Energy turbines. 
Snowtown 2 can generate 
270MW of energy, equivalent to 
providing power to 145,000 homes 

every year. Annually, the energy 
generated by Snowtown 2 abates 
440,000 tonnes of carbon dioxide 
emissions into the environment. 

This opportunity is a good 
example of a high-quality 
renewable investment that 
provides both a relatively long 
contracted period beyond the 
Renewable Energy Target period 
and elements of protection that 
can arise from grid stability issues.
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Clean technology opportunities 
HESTA has been actively investing in low carbon opportunities and currently has approximately  
9% of total assets under management* in low carbon or climate resilient investments. 

Generation, a private equity manager with whom HESTA partners, construct portfolios of sustainable 
companies, consistent with a low-carbon, prosperous, equitable, healthy and safe society.

Convoy Gogoro

Convoy is a digital freight network that  
connects shippers to carriers to move hundreds  
of thousands of truckloads efficiently, saving 
money for shippers, reducing hassle for carriers 
and eliminating carbon waste.

Generation believes there is a significant 
opportunity to address systemic inefficiencies 
within the trucking industry from decades of 
fragmentation and antiquated operations, 
resulting in hundreds of billions of dollars  
of waste.

By leveraging a centralized, automated and 
data-based platform, Convoy operates a 
business model that is fundamentally different 
from that of a traditional broker and is 
positioned to offer a set of differentiated  
services that is unique within the market. 

Sustainability Impact
By improving trucking utilization, Convoy can 
deliver higher earnings for carriers, lower 
shipping costs, and reduce empty miles driven 
and carbon emissions to the system.

Gogoro is a Taiwan based provider of electric 
scooters, replaceable battery packs and battery 
swapping stations. They have developed an 
innovative solution to vehicle electrification for 
dense urban areas.

Electrification of transport vehicles is a 
significant market trend that will drive tangible 
environmental efficiencies, with Asian markets 
especially tuned towards scooter modalities.

Generation believes that Gogoro, with its 
differentiated product and brand, is well 
placed to capitalize on the movement towards 
electrification of mobility solutions. There is 
significant room for growth in the urban transit 
electrification market, which is taking place at 
a rapid pace in Asian cities where scooters are 
integral modes of transport.

Sustainability Impact
Electric vehicles are a key mobility solution 
and offer a low carbon transport option. We 
estimate that, between 2015 and 2018, Gogoro’s 
operations reduced CO2 emissions by 39,000 
metric tons, predominantly due to reduced fuel 
dependency.

*as at June 30 2020.

> investment opportunities (continued)
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active ownership 
Influencing companies on climate risk

Our approach of active ownership 
mitigates against the risk of a 
carbon target constraining our 
investment universe. By focusing 
on engagement over divestment, 
we include within our investible 
universe those companies that 
may have high emissions today 
but are able to transition. We also 
note that many major emitters are 
already moving to set their 

own ‘net zero’ commitments 
and reduce emissions. Taking 
advantage of this natural 
decarbonization of the economy 
will reduce the impact of a 
constraint and improve our ability 
to find opportunities in those 
companies leading the transition.

Through active ownership, or 
corporate stewardship, we 
can influence companies in 
which we invest to help ensure 
they are well positioned for a 
low carbon future. We seek to 
use collaborative approaches 
through engagement, voting and 
advocacy, working in unison with 
other asset owners and managers 
to strengthen our voice. 

Some of our important 
relationships are with:

• CA100+: global collaboration 
of more than 500 investors 
with over USD $50 trillion in 
AUM targeting the 160 biggest 
globally listed emitters. 

• Investor Group on Climate 
Change (IGCC): represents 
HESTA and other Australian 
investors in policy advocacy.

• Engagement providers –  
direct engagement is 
supported by providers, 
the Australian Council of 
Superannuation Investors 
(ACSI), Federated Hermes  
EOS and Regnan, all  
who represent multiple  
asset owners.

Climate Action 100+
Climate Action 100+ is a collaborative investor initiative focusing on  
the world’s largest greenhouse gas emitting companies, ensuring they  
take necessary action on climate change. 

With over 575 global investors, representing USD54 trillion in assets under management,  
Climate Action 100+ engagement has delivered positive outcomes like companies committing  
to 2050 net zero emissions targets and improving Scope 3 emissions disclosure.

While the initiative has achieved great success across companies within different industries, there has 
been key achievements within the oil and gas sector. In 2019, a number of European investors who 
are signatories to Climate Action 100+ raised a resolution at BP’s annual general meeting, asking for 
BP to broaden its disclosure to describe how their strategy was consistent with the goals of the Paris 
Agreement. BP not only agreed to the resolution but agreed to a range of additional reporting to 
demonstrate alignment with and commitment to the Paris Agreement, and in doing so, welcomed the 
constructive engagement with Climate Action 100+. 

You can read more about Climate Action 100+ at climateaction100.org

Global Investors Driving

Climate
Action

Business Transition

Global Investors Driving

Climate
Action

Business Transition
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Development of an engagement plan
Alongside the work to initiate our Climate Change Transition Plan we have enhanced one of our key tools – 
active ownership – by developing a Climate Change Engagement Plan.

In collaboration with our specialist service providers, we engage with over 160 companies on climate change 
each year. These companies represent material climate change and carbon risks in our portfolio. With the 
large volume of engagements throughout the year, our ability to track progress on each company and 
derive targeted outcomes aligned to HESTA’s priorities can be challenging so the engagement plan allows 
us to focus on a subset of priority companies. The engagement plan enables us to:

Target those 
companies in  
our portfolio  
most exposed  
to climate 
change risks.

Participate 
in company 
engagements 
alongside  
our service 
providers.

Facilitate better 
oversight and 
monitoring of 
the performance 
of our service 
providers.

Better track 
progress towards 
achieving the 
engagement 
objectives.

Communicate 
with our 
stakeholders on 
the progress and 
success of the 
engagements.

South32
While some high emitters are lagging in their decarbonisation efforts, there  
are other companies actively reshaping their business models to prepare for the  
low carbon future and are setting ambitious carbon reduction targets to get there. 

HESTA is the lead engagement partner, through Climate Action 100+, with South32,  
a diversified global mining and metals company who has recently announced their  
intention to achieve a 50% reduction in Scope 1 and Scope 2 emissions by FY35. To achieve this  
medium-term target, they are investing in efficiency projects, shifting to low carbon energy sources, 
applying low carbon design principles and evaluating new technologies. They  
have committed to have their emissions independently reviewed and reported on as part of their 
annual reporting suite.

South32 supports the UN Sustainable Development Goals and has been using the recommendations 
of the Task Force on Climate-related Financial Disclosures for their climate change reporting since 2017. 
We look forward to reading about South32’s progress in the coming years. 

For more information about this organisation, please visit  
south32.net/sustainability-approach

> active ownership (continued)

39

https://www.south32.net/sustainability-approach


The role of gas in  
the transition
Australia’s former Chief Scientist, Alan Finkel, has stated that the role 
of gas should be considered in the narrower context of firming up 
renewables12 and providing supply to industrial processes only. This role 
should only continue until technological advances allow for gas to be 
phased out. Every dollar that goes into gas, are dollars not invested in 
renewables or innovative climate solutions.

We recognise that gas has a current role in the energy system however 
through our engagement we seek to ensure oil and gas companies 
are aligned with the transition to low-carbon and managing transition 
risks, including potentially underreported methane emissions from 
unconventional oil and gas production. 

Voting
Exercising our voting rights on portfolio holdings is a key element 
in HESTA’s Active Ownership approach and is an important tool in 
keeping investee companies accountable in the low carbon transition. 
Combined with open dialogue through company engagement, it is 
an effective way for HESTA to publicly express views on either what a 
company is doing well or where further improvement is needed. It can 
be effective when engagement has been unsuccessful. We believe this 
is another way to protect and enhance the value of a company, which 
ultimately leads to better investment returns for our members.

Why our vote maters
During the May 2021 voting season, shareholders have 
increasingly voted against the directors of oil and gas companies, 
signalling that they must do more to manage the risks of climate 
change.

At Chevron, an American energy company, a huge 61% of 
shareholders supported a resolution for the company to set 
emissions reduction targets, including Scope 3, in addition to 
greater disclosure on net zero 2050 scenario impacts.

Meanwhile, at the ExxonMobil AGM, HESTA along with other 
global investors, voted in an unprecedented move against board 
members seeking re-election, citing an insufficient response 
to address climate change risks and long-term financial 
underperformance. Noting a board refreshment would preserve 
and enhance long-term value through the energy transition,  
this action resulted in unseating three board members.

12  https://www.chiefscientist.gov.au/news-and-media/chief-scientist-responds-open-letter-
australian-climate-scientists

> active ownership (continued)
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As a large superannuation fund, we recognise our influential position in the 
market and our responsibility to use our voice responsibly to address systemic 
issues like climate change to build sustainable financial markets and generate 
long term returns for you.

The challenges  
to overcome
Australia’s international standing 
in the global effort to address 
climate change is a crucial 
backdrop for investors as they 
seek to understand and measure 
policy risk in various jurisdictions 
around the world. Even though 
current policy settings and capital 
allocation are not aligned to a 
below 2°C scenario, we believe 
that the secular trend indicates 
the world will move in that 
direction. 

As global pressure increases 
for more ambitious action on 
climate, Australia may face 
greater complexity in managing 
international and trade relations 
if it is seen to be too slow in 
transitioning its economy. More 
broadly, global investors are 
stepping up efforts to manage 
climate risk across their portfolios 
and carbon intensive economies 
and industries will face increasing 
scrutiny. 

Barriers to long  
term investment 
As an early proponent for 
investment in renewables and 
clean technologies, HESTA has 
seen first-hand the barriers 
investors face in deploying  
long-term capital domestically 
into this space. 

Over the past decade the lack 
of a bipartisan, long-term vision 
for tackling climate change in 
Australia has meant abrupt 
and ad hoc policy changes 
that make it difficult for investors 
and companies to set long-
term transition strategies with 
confidence. Recent deployment in 
renewable assets in Australia has 
been constrained by 

1. an inability to access projects 
with long-term power purchase 
agreements (“PPAs”)

2.  a lack of greater policy 
certainty as we transition from 
a centralised to decentralised 
energy model, and 

3.  costs associated with grid 
connectivity.

The possibility of sudden and far 
reaching regulatory action as 
the need to cut emissions grows 
more urgent in future decades 
increases the risk that investments 
may become stranded. 

Therefore, it is difficult for investors 
to understand and price the risks 
specific to investing in new or 
emerging technologies as there 
is a limited track record of such 
technologies operating at scale 
within the Australian market. 
This increases the due diligence 
required on transactions and, 
when combined with the 
subsequent small project size of 
these opportunities in Australia, 
results in significant investment 
barriers. 

Technology 
Investment 
Roadmap
HESTA’s advocacy efforts have 
extended to working with 
the Australian government 
to deliver a clear pathway 
for a cleaner future. In June 
2020, we participated in 
the Technology Investment 
Roadmap discussion paper 
by submitting a set of 
recommendations that we 
believe will lead Australia’s 
post COVID19 recovery. You 
can find the submission on 
our website at hesta.com.au/
about-us/media-centre.html

advocacy
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Collaboration
HESTA collaborates with like-minded peers and organisations to harness the 
power of collective action for tackling systemic issues. We have developed 
strategic partnerships with the following organisations:

Principles of Responsible 
Investment

 

Responsible Investment 
Association Australasia

Superannuation  
Investors

Federated  
Hermes EOS Regnan

Investor Group on  
Climate Change

Global Investors Driving

Climate
Action

Business Transition

Global Investors Driving

Climate
Action

Business Transition

Climate  
Action 100+

Transition Pathway  
Initiative

GRESB – Real Estate  
and Infrastructure

Carbon Disclosure  
Project

Australian Sustainable 
Finance Initiative

Better Futures  
Australia

> advocacy (continued)
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just transition
‘Just transition’ refers to a framework that explores economic and social fairness 
as we globally transition into a lower carbon world, particularly for those regions 
and industries most impacted by this change. 

In Australia, this is an important 
consideration where we have 
local communities dependent on 
carbon intensive industries. 

HESTA supports an orderly and 
just transition to a low carbon 
world. Members financial interests 
are best served through a fair 
and orderly approach promoting 
stability in financial markets 
– where member’s retirement 
savings are invested, stability in 
local communities – where many 
of our members work. 

HESTA is a signatory of the 
UNPRI’s Investor Commitment 
to support a Just Transition 
on Climate Change. 

We participate in the UN PRI’s 
Investor Working Group on Just 
Transition alongside other global 
investors to ensure companies we 
invest in are considering workers 
and local communities in their 
climate change plans. 

We believe the inclusion of 
just transition activities, like 
fostering community prosperity, 
supports a healthy economy and 
environment and will improve the 
society you retire into.

You can read the Statement of Investor Commitment by visiting unpri.org
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The impact on employment
HESTA commissioned research through the Centre 
for Future Work to better understand the impact of 
the just transition and where it can address specific 
community needs. As a carbon driven economy 
with the perception of dependency on coal mining 
and export, it was pleasing to learn that the actual 
number of jobs in fossil fuel related industries is small 
and has been reducing due to automation and 
other non-transition related factors.

In fact, the fossil fuel industry falls behind many 
other sectors for employment, accounting for 
just 1% of jobs in Australia; only 1000 new jobs are 
created each year13, well behind sectors including 
health and social services, retail and construction. 
In comparison, the healthcare and social services 
sector employs over 1.7 million Australians and  
has created an additional 65,000 new positions per 
year, over the past 5 years.

And as the global demand for fossil fuel decreases, 
so do the jobs created in fossil fuel industries. There 
currently is not enough global demand for coal to 
absorb new production, meaning new projects have 
the potential to take jobs away from existing coal 
mines. This scenario also hasn’t considered that the 
amount of investment needed to create just 1 job in 
fossil fuel is much higher than other industries, like 
healthcare for example. 

The positive combination of a transition away 
from fossil fuels and a shift towards a low carbon 
economy can be achieved through effective 
government policy, focusing on a planned, well-
supported, orderly transition. 

> just transition (continued)

13  Employment in extraction of fossil fuels (coal, oil and gas), refining and processing and distribution to consumers, from 2012 through to 2019.
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Leveraging what we have  
learned through the Centre for 
Future Work research, HESTA has 
worked alongside Australian 
super funds and the IGCC to 
design 20 recommendations 
investors should consider in 
supporting a just transition to 
a low carbon economy. Ernst 
and Young commissioned the 
recommendations as part of  
the Empowering Communities 
report, with the actions outlined  
to support an orderly transition 
covering the areas shown on  
the diagram opposite.

> just transition (continued)

You can read the report at igcc.org.au

Adapted focus areas for investor action in a just transition

Investment strategy and 
capital allocation

Impact measurement 
and evaluation

Corporate 
engagementDisclosure

Advocacy and 
partnerships

Investor 
action in 

a Just 
Transition

Empowering communities – how investors can support an  
equitable transition to net zero
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escalation and exclusions
Exclusions
HESTA’s first step in managing stranded asset risk in the 
investment portfolio was to introduce a portfolio wide thermal 
coal exclusion. The exclusion limits investment in any listed 
company deriving revenue greater than 15 percent from the 
exploration, mining or sale of thermal coal. We were the first 
super fund in Australia to do so. Recognising that some members 
have a zero tolerance for thermal coal, we ensured that an 
investment option, HESTA’s Sustainable Growth, was available 
to you that has a total exclusion (zero % revenue threshold) to 
investment in thermal coal companies.

Escalation of climate related issues
The investment community continues to mature its responsible investment practices and members are 
increasingly aware of the effort their chosen fund undertakes on their behalf to effect change on important 
topics, like climate change. We have developed an escalation framework so that we can concentrate on 
managing the biggest risks to HESTA and member returns.

We will prioritise engagement with key emitters, however our escalation framework considers divestment in 
circumstances where company activity breaches international treaties, or where stranded asset risk or social 
risk regarding community expectations remains.  

Annual pre-AGM  
season assessment  
of companies that 
require escalation.

Assessment based 
on potential negative 
impact to members'  
best financial interests.

Ensure escalation 
is consistent with 
members' financial 
interests.

Assess

Place company  
on a 'watchlist' for 
monitoring and 
communicate with 
change objectives.

Set a deadline  
(eg. 2 years) by  
which we expect a 
company response.

Support/Co-file 
shareholder resolutions
• to reinforce the public 

engagement change 
objective.

Vote against Directors 
where we form the view 
that Board directors are:
• Unsresponsive 

following escalation
• Lacking the skills/

experience to address 
the issue.

 

Consider divestment 
at the deadline if no 
evidence of change

Ensure divestment 
decision is in members' 
best financial interests.

 

Monitor

Vote

Divest

The process for considering divestment is only after in depth analysis has been conducted using the 
tools above, where engagement and voting has been unsuccessful, and we determine divestment is in 
members best financial interests.
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climate and  
the caring economy
The social impacts of climate change are of particular relevance to HESTA 
members, as the health and community services (HACS) sector is at the front line 
of dealing with impacts such as heatwave-related deaths, the spread of infectious 
diseases, and the potential social dislocation caused by climate refugees.

For example, many of the mines 
and power stations in the Hunter 
Valley are close to populated 
areas and towns. The Climate 
and Health Alliance Report14 
states that the area was once 
renowned for its clean air, but 
in 2014 was declared an air 
pollution ‘hotspot’ due to an 
escalation by 118 times in air 
quality particular matter, PM10. 
PM10 is associated with lung 
cancer, and respiratory and 
cardiovascular disease, and  
led to a rise in hospital  
admissions in the region. 

Currently, the healthcare sector 
also contributes to Australia’s 
carbon footprint. A report in 
2018 by Lancet Planetary Health, 
estimated the carbon footprint 
of the health sector comprises 
approximately 7 per cent of total 
Australian emissions. 

Although hospitals make up 
the largest share of carbon 
emissions, the footprint of the 
sector is multi-faceted, including 
pharmaceutical production, the 
design of medical infrastructure, 
procurement, and within private 
medical practice.

Broadening our role to being a 
facilitator of thought leadership 
will further strengthen our 
relationship with the sector.

HESTA supports the efforts our 
partners are making to reduce 
the footprint and will work 
closely with the sector as part of 
the Climate Change Transition 
Plan. The actions will include 
engaging the HACS sector with 
the following goals:

• Improving the sustainability/
resource intensity of the health 
sector

• Improving the resilience of 
the health sector to extreme 
weather and chronic climate 
impacts, and

• Harnessing the sector, and 
nurses in particular, as 
advocates for wider action  
to reach the 1.5°C target.

14  https://d3n8a8pro7vhmx.cloudfront.net/caha/legacy_url/53/Climate-and-Health-Alliance_Report_Layout_PRINTv2.pdf?1439938112
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HESTA Impact Awards
To celebrate the efforts of 
health and community service 
professionals dedicated to 
developing more sustainable 
business practices, we 
introduced the HESTA Impact 
Awards, a subset of the HESTA 
Awards Program and inspired 
by the UN’s Sustainable 
Development Goals (SDGs)  
(you can read about these on 
page 11).  

The Bendigo Health Facilities 
Management Team were 
finalists in the Team Innovation 
category for their innovative 
approach to a hospital wide 
recycling program. After 
realising many items being sent 
to landfill from the hospital were 
recyclable, the team started 
to think beyond traditional 
kerbside recycling to develop 
a program that segregates 
different types of waste at the 
hospital and off-site facilities for 
collection and recycling.

With an incredibly strong uptake 
of the program by hospital staff, 
Bendigo Health now recycles 
or repurposes more than 
20 separate waste streams, 
including comingled recycling, 
polystyrene, soft plastics, 
e-waste and batteries, chemical 
drums, bed screens, masks and 
protective equipment, fabric, 
green/food waste and more. 

In the FY2019/20, Bendigo 
Health estimates the program 
has been successful in diverting 
in excess of 142 tonnes of 
recycling from landfill. 

As the awards program 
matures, we hope the 
sustainability category is able 
to recognise more in our sector 
who are working hard to reduce 
their footprint and having a 
positive impact on our planet.

Encouraging our members to act on climate change
Many of our HACS sector partners are exploring opportunities to reduce  
their operational waste.

> climate and the caring economy (continued)
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Climate change and the healthcare sector  
– Better Futures Australia
HESTA has become a climate 
champion as part of the Better 
Futures Australia initiative. 
The initiative is supported by 
organisations and community 
groups across diverse sectors to 
drive climate action through a 
coordinated and collaborative 
approach and build scale to 
deliver on ambitious climate 
plans that are critical to drive  
an orderly and efficient transition 
to a net zero future. 

The healthcare sector has 
convened a working group with 
representatives that support 
the practice and delivery of 
healthcare services, including 
healthcare providers, public 
health advocates, researchers, 
insurers and unions. HESTA is 
delighted to be part of this 
working group.

As the superannuation fund 
dedicated to healthcare and 
community services, HESTA 
believes the initiative is a great 
opportunity for our collective 
industries to unite and amplify  
our voices towards a zero 
emission health care sector  
for our members. 

One of the first major action items 
the working group have moved 
on, is an open letter to the Prime 
Minister, the Hon Scott Morrison, 
calling on the Australian 
Government to:

1. Prioritise health in the context 
of Australia’s Nationally 
Determined Contribution  
to the Paris Agreement.

2. Commit to the decarbonisation 
of the healthcare sector by 
2040, and to the establishment 
of an Australian Sustainable 
Healthcare Unit.

3. Implement a National Strategy 
on Climate, Health and 
Wellbeing for Australia.

This is signed by all organisations 
involved in the healthcare sector, 
including HESTA, in the hope 
the government will hear the 
collective call to commit to  
action on climate change to 
protect health.

> climate and the caring economy (continued)

For more information how your organisation can be involved, please visit 
betterfutures.org.au

49

http://www.betterfutures.org.au


Requirement Page

Governance

a) Describe the board’s oversight of climate related risks and opportunities. 28

b)  Describe Management’s role in assessing and managing climate-related risks 
and opportunities. 29

Strategy

a)  Describe the climate-related risks and opportunities the organisation has 
identified over the short, medium and long term. 14-25

b)  Describe the impact of climate-related risks and opportunities on the 
organisation’s businesses, strategy and financial planning. 16-27

c)  Describe the resilience of the organisation’s strategy, taking into consideration 
different climate related scenarios, including a 2ºC or lower scenario. 16-18

Risk Management

a)  Describe the organisation’s processes for identifying and assessing climate-
related risks. 14-25, 32-35

b) Describe the organisation’s processes for managing climate-related risks. 15, 28-29

c)  Describe how processes for identifying, assessing and managing climate-
related risks are integrated into the organisation’s overall risk management. 26-41

Targets and metrics

a)  Describe the metrics used by the organisation to assess climate-related risks 
and opportunities in line with its strategy and risk management process. 33-34

b)  Disclose Scope 1, 2 and if appropriate scope 3 greenhouse (GHG) emissions 
and the related risks. 33-34

c)  Describe the targets used by the organisation to manage climate-related risks 
and opportunities and performance against targets. 30

TCFD recommended  
disclosures index
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