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About this report
AustralianSuper is pleased to publish its second Task Force on Climate-related
Financial Disclosure (TCFD) frameworks aligned Climate Change Report. This
report provides an update on the Fund’s governance, strategy, risk management
and metrics in relation to managing climate change investment risk.
The TCFD is a market-driven initiative, set up by the Financial Stability Board
(FSB) to develop a set of recommendations for voluntary and consistent
climate-related financial risk disclosures. While the framework was initially
designed for companies with public debt or equity, AustralianSuper welcomes
the supplemental guidance provided for asset owners. AustralianSuper has
drawn on the latest TCFD guidance and recommendations to inform its
disclosure and will continue to evolve its reporting in line with best practice
alignment tools and measurement methodologies.
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Foreword
AustralianSuper is committed to helping members
achieve their best financial position in retirement.
Actively considering and managing climate risks and
opportunities is fundamental to meeting this objective.
Mark Delaney
Deputy Chief Executive and Chief Investment Officer

Climate change presents risks and opportunities for
businesses and physical risks to assets, which have the
potential to impact valuations and the ability of long-term
investors to meet their investment objectives. Climate
change is recognised as a systemic risk to the financial
system by financial regulators globally1, and described as
‘material, foreseeable and actionable’ by APRA in Australia.2
With members’ assets of more than $233 billion,
AustralianSuper is a significant investor in Australian and
international markets and manages diversified portfolios
that touch many areas of the global economy. By actively
investing and stewarding our capital, we have a major role
to play in influencing and supporting the net zero economic
transition necessary to manage climate change risks and
opportunities in our portfolio. We believe conducting this
in a smooth and orderly way over time will deliver the best
investment outcomes for members and achieve net zero
carbon emissions.
We’re committed to a net zero 2050 portfolio
In November 2020, AustralianSuper made a commitment
to achieve net zero carbon emissions by 2050 in the
investment portfolio. This commitment builds on the
actions we are already taking to manage climate related
risks and opportunities in our portfolio and is consistent
with our objective of helping members achieve their best
financial position in retirement.
Our emission target aligns to the international scientific
consensus of reductions required to meet the goals of the
Paris Agreement as outlined by the Intergovernmental
Panel on Climate Change (IPCC). We believe meeting the
Paris Agreement goals will result in the lowest economic
cost climate change outcome, thereby supporting our
investment objective.
AustralianSuper is implementing a comprehensive net
zero transition program across its investment, stewardship,
measurement & disclosure and collaboration & advocacy
activities to reduce emissions in the portfolio. While our net
zero 2050 implementation plan is well developed in many
areas, we recognise we still have much work to do.
It is pleasing to see global momentum building towards
carbon neutrality, with 80% of the world’s economy
committed to net zero emissions at or near 2050 and 16
countries enshrining these targets in law.3

Improving the transparency and consistency of climate
change reporting is fundamental to measuring and
monitoring the impact of climate change risks. Global
pressure is increasing to make disclosure of climate-change
related risks compulsory for companies in their financial
filings. At the recent G7 summit, Canada, France, Germany,
Italy, Japan, the UK and the US called for a shift to
compulsory TCFD reporting with the UK more recently
confirming TCFD reporting will become mandatory from
April 2022.
We advocate for the adoption of TCFD-aligned climate
change reporting in our investee companies through our
ESG and Stewardship program and global investor initiative,
Climate Action 100+. We have also been advocating for
mandatory TCFD-aligned financial disclosure of climate risk
in Australia via our membership of the Investor Group on
Climate Change (IGCC).
AustralianSuper is committed to continually reviewing,
building and improving our processes and disclosure on
climate change in accordance with industry developments
and best-practice. Following on from our commitment
to achieve net zero carbon emissions in the investment
portfolio by 2050, AustralianSuper made the commitment
to measure the greenhouse gas emissions of the Trustee
operations. The project commenced in the last quarter
of FY21, as managing the impact of climate change is
as important as a business as it is as an investor.

Paris Agreement
The Paris Agreement is a global commitment to climate
change action signed in 2015 by nearly 195 countries, including
Australia. The Paris Agreement sets out a framework to limit
the devastating impacts of climate change by addressing
greenhouse gas mitigation, adaptation and climate finance.
It aims to keep the average rise in global temperatures to well
below 2° Celsius above pre-industrial levels and to pursue
efforts to limit the temperature increase to 1.5° Celsius by 2100.
In its 2018 landmark report, the Intergovernmental Panel on
Climate Change (IPCC) advised that global greenhouse gas
emissions would need to reach net zero by 2050 to limit
global warming to 1.5° Celsius, which requires “rapid and
far-reaching transitions in land, energy, industry, buildings,
transport, and cities”.4

1 https://www.ngfs.net/en/technical-supplement-first-ngfs-comprehensive-report
2 APRA Information Paper, Climate Change: Awareness to Action, 20 March 2019.
3 https://zerotracker.net
4	Global Warming of 1.5°C, an IPCC special report on the impacts of global warming of 1.5°C above pre-industrial levels and related global greenhouse gas emission pathways,
in the context of strengthening the global response to the threat of climate change, sustainable development, and efforts to eradicate poverty.

2020/21 highlights

Net Zero 2050
AustralianSuper portfolio commitment

$1.2 billion

Renewable energy investments

41%

Reduction in carbon intensity since 2013
Aggregate equities portfolio (carbon to value)5

Carbon intensity relative to market benchmark (carbon to revenue)6

-13%

Australian equities

-37%

International equities

-19%
Fixed interest

Number 1

AustralianSuper’s Balanced option is the top performing fund
over 7, 10, 15 and 20 years to 30 June 2021. This has been achieved
while reducing the carbon intensity of the portfolio.7

5 Source: S&P Global/Trucost ESG Analysis. Data at 30 September 2013–2020. C02 emissions per AUD million invested.
6	Source: S&P Global/Trucost ESG Analysis. Data at 30 September 2020. Benchmarks: Australian equities: S&P/ASX 300 International
equities: MSCI ACWI ex AUS Index Global Fixed Interest: Composite Index: 50% S&P Australia Aggregate Bond Index & 50%
S&P Global Developed Aggregate Ex-Collateralised Bond Index.
7 Source: SuperRatings Fund Crediting Rate Survey – SR50 Balanced (60–76) Index, periods to 30 June 2021.
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Our progress against
TCFD recommendations
TCFD recommendation

Our progress in FY21

Governance

› AustralianSuper made a Board-approved net zero 2050 portfolio
commitment.

› Board oversight
› Management responsibility

› Climate change committee and working groups established to
manage, monitor and measure progress against climate change goals.
› Ongoing reporting to Board and Investment Committee of climate
change actions and progress.

Strategy
› Climate-related risks and opportunities
› Impacts on business, strategy and
financial planning
› Climate scenario analysis

› Climate change beliefs and actions endorsed and integrated into
our investment strategy.
› Global carbon pricing framework in development to determine most
efficient net zero transition pathways.
› Conducting internal and external research to understand range,
extent and timing of transition and physical risks on portfolio and
long-term returns.
› Scenario testing program in asset allocation process includes testing
of portfolio performance under different climate transition scenarios.
Climate scenarios are also integrated into our valuation assessments
of assets during the due diligence stage.

Risk management
› Processes for identifying and
assessing climate-related risks
› Processes for managing
climate-related risks
› Integrating with overall
risk management

Metrics and targets
› Metrics to assess climate-related,
risk and opportunities
› Targets to manage climaterelated risks and opportunities
and performance
› Disclose scope 1, scope 2 and,
if appropriate, scope 3 greenhouse
gas emissions and related risks

› We are undertaking extensive work to understand the emissions
profile of our portfolio and its future trajectory to enable us to build
out our Net Zero 2050 implementation plan.
› AustralianSuper is a founding partner of the Australian Industry
Energy Transitions Initiative and is working with industry to find
technological solutions and opportunities to reduce emissions
across the supply chains of five hard to abate sectors.
› Through our ongoing carbon footprinting analysis and work with
Climate Action 100+, we have identified the largest emissions
contributors in our portfolios and their net zero 2050 trajectories.
We are focusing our stewardship actions with these companies
to have greater influence on climate change outcomes.
› Since commencing our carbon footprinting analysis in 2013, the
carbon intensity of our aggregate equities portfolio has fallen by 41%.
› We have increased the frequency of our external carbon footprinting
analysis of our equities and fixed interest portfolios to annually.
Our latest results are included in this report.
› AustralianSuper is undertaking further carbon footprinting analysis
to measure and report the carbon intensity of our unlisted assets
to establish a total portfolio view.
› We have included an updated physical risk assessment of our
equities and fixed interest portfolios to complement our unlisted
portfolio analysis from 2018.
› AustralianSuper has commenced carbon measurement across its
operations as a Trustee.
› Partnering with three major asset owners to establish the Sustainable
Development Investments Asset Owner Platform and map our
contribution to the UN Sustainable Development Goals.
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5

Our commitment to a
net zero 2050 portfolio
AustralianSuper has committed to achieve net zero carbon emissions
by 2050 in the investment portfolio. This is in line with international scientific
consensus on reducing the economic and social impacts of climate change
and consistent with our objective of helping members achieve their best
financial position in retirement.
Climate change is one of the most significant issues facing
investors today. Managing the investment portfolio to net
zero by 2050 is in members’ best financial interests given
the risk climate change presents to the Fund’s long-term
investment performance. Climate related risks will impact
all economies, asset classes and industries, as well as
societies and the physical environment.
AustralianSuper supports the goals of the Paris Agreement
on climate change, which aim to limit global warming to
well below 2° Celsius above pre-industrial levels and to
pursue efforts to limit the temperature increase to 1.5°
Celsius by 2100.

We also support a smooth and just transition to a low
carbon economy, so that dislocated workers are supported.
We believe this will minimise the economic and social cost
of climate change and produce the best investment
outcomes for members.
We acknowledge the risk that the low carbon transition
may accelerate and occur earlier than anticipated. The
market is anticipating this risk and seeking to price in the
transition well before 2050. Factoring in these global trends
and risks in our investment process is consistent with our
goal of maximising members’ long-term investment returns.

Our climate change beliefs
Our climate change beliefs underpin the actions we are taking to manage climate change and transition
to a net zero portfolio by 2050.

6

Our climate change beliefs

Our climate change actions

We believe:

So we will take action to:

Climate change is having significant physical,
social and economic impacts.

Manage the portfolio to net zero carbon
emissions by 2050.

A global transition to net zero carbon emissions
by 2050 is the likely outcome, but this is uncertain.

Consider the risk and opportunities of climate
change in each investment.

The market is already pricing in transition and
physical risks and this will continue.

Require that companies in our portfolio incorporate
the transition to net zero by 2050 into their strategy.

Social pressures, technology and policy will
impact the transition path.

Monitor the global transition path to test if we
are on-track and to manage the portfolio.

AustralianSuper Climate Change Report

Pathways to a
net zero portfolio

W
st at
re er
ss

Our net zero transition program includes a broad range of portfolio
emissions reduction activities conducted across four pillars.

Investment

Stewardship

Advocacy

Understanding and pricing
the transition risk in
each sector, which we
undertake through our
investment activities.
Allocating capital to
renewable energy projects.

Actively engaging with
investee companies to
influence energy and
business transition and
voting on issues that
can materially impact
members’ investment
outcomes.

Actively working with
other investors to amplify
our voice, make our
actions more effective
and seek leadership
positions in collaborative
networks to influence
change at the system level.

Measurement
& Disclosure
Consistent and comparable
data informs our investment
decisions and stewardship
activities and helps us
understand and report
our progress.

Task Force on Climate-related Financial Disclosures (TCFD) update
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Part 1: Climate risk governance
Our investment governance framework defines the Fund’s greatest
risk as the failure to meet its long-term investment return objectives.
Our overarching investment objective for our Balanced investment
option, which most members invest in, is to return 4.0% pa. above
the Consumer Price Index (CPI) over the medium to long term.
As climate change has the potential to impact longterm asset valuations and investment performance,
we manage climate change risk as an investment risk,
alongside more traditional market factors such as
economic growth, interest rates and inflation.
From a top-down perspective, we set a long-term asset
allocation based on our assessment of the outlook
for different asset classes. Our asset allocation process
includes a scenario testing program, which includes
scenarios testing the portfolio’s performance under
different climate transition scenarios.
Climate change considerations are also integrated into
our day-to-day investment decision-making. Once
we own an asset, it becomes part of our stewardship
actions through our ESG and Stewardship program.
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We are undertaking a significant program of
research and analysis into potential carbon price
pathways and their impact on the value of our
investments to assist in our management and
measurement of climate change risks. This work
will enable a more granular assessment of risks
for individual assets in the portfolio, while also
enabling whole-of-portfolio analysis of the impact
of different carbon price pathways.
Our ESG and Stewardship approach is documented
in our ESG and Stewardship policy, which is available
to download at australiansuper.com/ESGPolicy

Decision-making hierarchy
Our Investment Governance framework defines the roles and responsibilities of AustralianSuper’s Board, Investment
Committee and Investment Department. The Board has approved an investment delegation framework that promotes
timely decision-making, transparency and accountability.
As with any other material investment issue, responsibility for the management of climate change falls within
this delegation framework.

1

Board
AustralianSuper’s Board has identified climate
change as a material issue for the investment
portfolio. The ESG and Stewardship team reports to
every board meeting on the key activities of the ESG
and Stewardship program including climate change.

2

Investment Committee
The management of climate change within the
investment portfolio is specifically identified in the
Investment Committee’s terms of reference.

4

Asset class teams are responsible for taking into
account ESG considerations, including climate
change risks, when making investment decisions. The
ESG and Stewardship team works closely with the
asset class teams to integrate ESG considerations in
the investment and ongoing stewardship processes.
The team draws on research and data from internal
and external fund managers, ESG data service
providers and membership of investor organisations
that have climate change expertise.

The Investment Committee has approved
AustralianSuper’s ESG and Stewardship policy which
forms part of the Fund’s Investment Governance
Framework. It states the Fund’s belief that ESG issues
(including climate change) can impact investment
outcomes and will be managed by ESG integration
and stewardship activities.
The ESG and Stewardship team reports to every
Investment Committee meeting on the key activities
of the ESG and Stewardship program including
climate change.

3

Chief Investment Officer
The Investment Department is headed by the
Chief Investment Officer (CIO), who is responsible,
via delegation from the Investment Committee, for
the design of AustralianSuper’s investment strategy
and the execution and implementation of its
investment program.
The CIO ensures climate change is appropriately
embedded within the investment strategy and
executed by the dedicated ESG and Stewardship
team, Head of each Asset Class Group, Portfolio
Construction team and asset class teams.

ESG and Stewardship and Asset Class teams
The ESG and Stewardship team is responsible
for implementing AustralianSuper’s ESG and
Stewardship policy and for contributing to the
management of climate change within the portfolio
as directed by the CIO.

The ESG and Stewardship team also performs a
range of climate-related advocacy, engagement,
collaboration and reporting responsibilities.

5

Climate Change Committee and working groups
AustralianSuper has a cross functional Climate
Change Committee comprising representatives from
the Investment, Risk, Policy and Corporate Affairs
teams. The Committee is responsible for developing
and overseeing the Fund’s climate change strategy
from an investment and organisational perspective.
AustralianSuper has established two working groups
within the Investments department to manage the
net zero 2050 implementation within the portfolio:
› The Carbon Working Group comprises members of
the Portfolio Construction, Asset Class and ESG
and Stewardship teams. This team is assessing the
impacts of a global carbon price on the value of
the portfolio and investment processes and a
devaluation of stranded assets on the portfolio.
› The Net Zero Implementation Working Group is
undertaking analysis to understand and report on
the emissions profile of the total portfolio and its
future trajectory and alignment to our net zero
2050 goals.

Task Force on Climate-related Financial Disclosures (TCFD) update
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Part 2: Strategy
Investment decision-making at AustralianSuper incorporates the belief
that embedding ESG considerations into investment decision-making
and being an informed and active owner supports long-term value creation.
The ESG and Stewardship program ensures that climate change risks and
opportunities are integrated into the Fund’s investment process and guides
our actions as asset owners.

Types of climate change risks
Climate change poses two major risks to the long-term valuations of our assets.

1

Transition risks
The risks and opportunities created as the
world transitions to a low carbon economy.
This is influenced by factors such as
technological disruption, public policy
(the expectation of an inevitable policy
response8), changes in consumer preferences
and stranded asset risk (for example, the risk
that fossil fuel reserves will suffer a significant
loss in value if no longer required).

2

Physical risks
The physical risks to assets from changing
weather patterns, which can be acute or
chronic, such as severe weather events,
longer-term shifts in climate and rising
sea levels.

8	The Inevitable Policy Response (IPR) is an initiative from PRI, Vivid Economics and Energy Transition Advisors to help investors prepare for the market impact
and associated portfolio risks from future policy responses to climate change. The IPR project is forecasting a policy response by 2025 that will be forceful,
abrupt, and disorderly because of the delay.
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Transition risks
Energy generation and business emissions account for
almost 90% of Australia’s total GHG emissions.9
Australian emissions
The Australian Department of Industry, Science, Energy
and Resources’ National Greenhouse Gas (GHG)9
Inventory provides a useful framework for investors,
highlighting the key areas of focus required to manage
climate change risks in investment portfolios.

The chart below shows the annual share of GHG emissions
for each inventory sector. Decarbonisation of the economy
will require emission reductions in each sector. Energy
transition requires a shift away from coal and other fossil
fuel-related generation to renewable sources in the energy
grid. It also requires changes in how businesses operate
including energy efficiency, fossil fuel usage, transport,
fugitive emissions, industrial processes and product use.
Growth in sectors that remove carbon from the atmosphere,
such as tree planting or other carbon removal technologies,
also contribute to a lower carbon economy.

Share of total annual emissions by sector
for the year to December 2020
Energy generation

Business emissions

› Electricity: use
of coal and other
fossil fuels in
energy production.

› Stationary energy: direct combustion of fuels from
manufacturing, mining, residential and commercial
sectors.

› Fugitive emissions: from production, processing,
transport, storage, transmission and distribution of
fossil fuels.

› Transport: direct combustion of fuels in transportation

› Industrial process and product use: from by-products
of materials and reactions used in production processes.

Share of total emissions bybysector
road, rail, domestic aviation and domestic shipping.
Year to December 2020 – Australia
(%)
35

Electricity

33.6%

30
25

Stationary
energy
excluding
electricity

20.4%

20

Transport

17.6%

15

Fugitive
emissions

10.0%

10

Industrial
processes
and product
use

Agriculture

14.6%

6.2%

Waste

2.7%

5

LULUCF

-4.9%

0
-5

Energy
generation

Business emissions

Source: Department of Industry, Science, Energy and
Resources. Quarterly Update of Australia’s National
Greenhouse Gas Inventory: December 2020.

Other

Other sectors
› Agriculture: methane, nitrous oxide and carbon
dioxide with livestock methane emissions the
main contributor.
› Waste: landfills, wastewater treatment, waste
incineration and biological waste treatment.

Sequestration
Sequestration
› Land-use, land-use change and
forestry (LULUCF): carbon
sequestration from tree planting
and other atmospheric carbon
removal technologies.

Global emissions
This chart shows global GHG energy generation and business emissions by economic sector. Energy generation electricity
and heat production accounts for 32% of global GHG emissions, with business emissions (comprising transportation,
manufacturing and construction, industrial processes, fugitive emissions and buildings) responsible for 48% of emissions.
Global GHG emissions by economic sector 2018

Electricity and heat generation 32%
Transportation
17%
Manufacturing & Construction
13%
Industrial processes
5.9%
Fugitive emissions
5.9%

Building
Other fuel combustion
Agriculture
Waste
Land-use change and forestry

5.9%
3%
12%
3.3%
2.8%

Source: 2018 GHG emissions on Climate Watch. https://www.climatewatchdata.org
9 https://www.industry.gov.au/data-and-publications/national-greenhouse-gas-inventory-quarterly-updates
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Physical risks
Physical climate hazards pose material financial risk to companies through
asset-level impacts on corporate facilities, as well as through supply chain and
market impacts upstream and downstream of a company’s direct operations.10

Hurricanes

Heatwaves & coldwaves

Increases in the incidence, severity and strength
of hurricane, typhoon and cyclone activity can
disrupt production, cause critical infrastructure
and asset damage and impact inventories.

Changes in the frequency and severity of hot and
extreme cold days and average temperature over
time can impact energy demand and costs, labour
productivity, grid reliability and human health.

Heat
stress

Market

Floods
The severity and frequency
of historical floods, the
frequency of future heavy
rainfall events, and the
intensity of prolonged
periods of heavy rainfall
can have direct and indirect
impacts on company
operations and damage
property and nearby
infrastructure.

Physical
risks

Water stress

Water
stress

Changes in drought-like
patterns can impact
company operations,
community relations and
exposure to regulatory
risk due to restricted
water access or higher
water purchase costs.

Sea level
rise

Sea level rise & coastal floods

Wildfires

The absolute and relative increase in the
frequency of coastal floods, due to sea level risk,
storm surge and high tides.

In addition to the human costs, increases in the
occurrence of wildfires can disrupt production,
cause critical infrastructure and asset damage
and impact inventories.

The physical risk assessment of our property and infrastructure portfolios also covers:
Market
Evaluated according to two measures:
› where a company generates its sales
› how its industry has historically responded to
weather variability.

Supply chain
Measured by two indicators:
› Country of Origin: measures the risk in countries that export
the commodities a company depends on.
› Resource demand: measures the level of a country’s
dependency on climate-sensitive resources such as water,
land and energy across the supply chain.

10	Upstream activities are performed closer to the source such as exploration, extraction and production of raw materials.
Downstream activities occur closer to the end user of the product such as refiners, distributors and retail outlets.
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Part 3: Risk management
As a signatory and supporter of The Investor Agenda11,
AustralianSuper has adopted a four-stage framework to
manage climate change risk and achieve net zero emissions
by 2050 in the portfolio. Our climate change risk management
framework is implemented through our ESG and Stewardship
program working closely with each asset class team.
Investment

Stewardship

Page 14

Page 20

Collaboration
& advocacy

Measurement
& disclosure

Page 28

Page 30

11	The Investor Agenda was developed to help the global
investor community accelerate actions critical to tackling
climate change and achieving the Paris Agreement.
Visit: theinvestoragenda.org
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Investment
AustralianSuper integrates consideration of climate
change risks and opportunities at significant points in
our investment process including due diligence prior to
ownership and then once we own an asset. Our approach
is tailored to the nature of the risk and our investment
process for each asset class.
Australian and international equities
AustralianSuper invests around $131 billion in companies
listed on Australian and international stock exchanges.
Internally managed equities
Approximately 81% of the Australian equities portfolio
and 33% of the international equities portfolio is managed
by our in-house management team12.
As part of our internal equities investment process, we
consider the key value drivers for all Australian and
international companies in our active, internally managed
portfolios.
Key Value Driver (KVD) Risk Framework
AustralianSuper’s internally developed Key Value Driver
framework aims to identify material ESG issues that could
impact a company’s key value drivers, its current strategy
or its business as usual activities. This framework assesses
which sectors are susceptible to valuation impacts due to
climate change risks and evaluates each underlying
company on their management of these risks and evidence
of net zero aligned emissions reduction efforts. These
assessments feed into the active investment process that
determines which companies we invest in. The ESG and
Stewardship team also incorporates these insights into
its engagement meetings with each company.
Externally managed equities
AustralianSuper monitors the integration of climate
change considerations by the external fund managers
who invest on our behalf. We review listed equity
managers on an annual basis on their management of
climate change issues.
We assess each manager’s approach to climate change
through a TCFD aligned framework. For example, we
ask managers to articulate their approach to managing
stranded asset and climate change risks within their
respective portfolios, and how they consider transition
and physical impact risks in the companies in their
portfolios. This year we are engaging with all our listed
equity fund managers on how they are factoring the goals
of the Paris Agreement and a Net Zero 2050 economy
into their investment management processes, and their
TCFD disclosures.

Infrastructure and property
AustralianSuper invests around $25 billion in infrastructure
assets, with more than 46% managed by our in-house
team. The property portfolio currently totals $11 billion
with 44% managed internally.12
When we consider investing in an infrastructure or property
asset, we consider significant risks and opportunities
including climate change.
The ESG and Stewardship team has a representative on
the transaction for every major infrastructure and property
transaction to undertake the ESG due diligence assessment
of the asset. Our ESG due diligence risk matrix and
questionnaire ensures business transition to a Net Zero
2050 economy as well as climate change physical risks are
considered as part of the acquisition assessment process.
If there is a valuation impact, the potential size of that
impact is assessed. Identified issues are included in the
management plan if we buy the asset. An example of
this is how we consider energy efficiency, future product
demand, energy transition, business continuity and
emergency response, and climate change adaptability
when bidding for an asset. We assess these risks on
an ongoing basis in our ESG reviews of directly owned
infrastructure assets.
Some of our major Australian infrastructure assets have
undertaken a climate change adaptability risk assessment.
This helps us to understand the potential physical impact
of climate change on these investments and to build
strategies to manage physical impacts in long-term asset
management plans.
We continue to evolve our ongoing internal review process
to ensure that climate-related risks are appropriately
managed at each of our directly owned assets, now and
in the future.
We also monitor the integration of climate risk factors into
the investment process of our core external infrastructure
and property managers. The ESG and Stewardship team
meets with counterparts at each of our core external
property managers. The purpose of these meetings is to
update our understanding of the progress of each manager’s
sustainability initiatives and to address challenges and gaps.
To assist our monitoring of core property managers, we
use the annual Global Real Estate Sustainability Benchmark
(GRESB). Each year, our core external property managers,
ISPT and QIC, undertake the GRESB assessment, which
measures the energy efficiency, water usage and impact
on society of the portfolios we are invested in. We review
these results and compare them across managers and
broader peer groups.
Asset-specific resilience work for our property assets
is primarily undertaken by our external managers with
AustralianSuper overseeing these activities.

12	The asset allocation and other investment information are current as at 30 June 2021, unless otherwise stated.
AustralianSuper may change asset allocations and investments from time to time to suit market circumstances.
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Investment portfolio – 30 June 2021
With members assets of more than $233 billion,
AustralianSuper is a significant investor in Australian
and international markets. We are an active investor
and have a broad investment mandate, investing
across multiple asset classes, geographic markets
and at different points in the capital structure.

AustralianSuper currently invests more than half its
portfolio in international assets, with 47% of its total
portfolio invested in Australia. The proportion of
the portfolio currently managed internally is 44%.
Our climate change integration is primarily focussed
on listed equities, infrastructure and property assets.

Investment portfolio composition
as at 30 June 2021

Australian Equities 22.9%

Credit 5.8%

International Equities 33.5%

Fixed Income 8.5%

Private Equity 3.8%

Cash 10.1%

Infrastructure 10.3%

Other 0.4%

Property 4.7%

Task Force on Climate-related Financial Disclosures (TCFD) update
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Investing in the net zero transition
AustralianSuper currently invests over $1.2 billion in renewable
projects in its infrastructure and equities portfolios. We expect
this allocation to continue to grow over time.

Generate Capital
AustralianSuper has been investing in Generate Capital
since December 2019. Generate Capital is an investment
platform specialising in distributed energy and sustainable
infrastructure through its infrastructure-as-a-service model.
Generate Capital owns and operates more than 2,000
assets globally with a value of around US$2 billion. The
company builds, owns, operates and finances solutions
for clean energy, water, waste and transportation.
Generate is a market leader, with an innovative business
model that successfully leverages growing global demand
for sustainable infrastructure solutions. Generate is one
of the largest owners and operators of behind-the-meter
battery storage, community and rooftop solar, energy
efficiency retrofits, biogas facilities, electric buses and
hydrogen-electric vehicle fleets in North America.
AustralianSuper made an additional investment in Generate
in July 2021, participating in a $2 billion equity raising
with a consortium of investors. This will enable Generate
to accelerate and expand its reach across new sectors and
regions to meet the increasing demand for sustainable
infrastructure and climate solutions.

Quinbrook Infrastructure Partners
Quinbrook is an infrastructure manager focusing on US, UK
and Australian renewable energy with significant opportunities in US solar, wind and battery investments Quinbrook
was awarded Investment Fund of the Year, Best ESG
Investment Fund: Infrastructure and Best ESG Investment
Fund: Energy Transition in the ESG Investing Awards 2021.
The company invests in lower carbon and renewable
energy supply infrastructure and businesses with the
aim of helping households, businesses and governments
transition to a lower carbon economy. It funds the
development, construction and ongoing operations of
lower carbon and renewable energy supply infrastructure,
such as onshore wind, solar photovoltaic (PV) power,
biomass, hydro, geothermal and efficient gas fired power.
Quinbrook is developing windfarms through wholly owned
subsidiary, Scout Clean Energy, which currently generate a
total of 3,000MW and valued at more than US$1 billion
across 10 US states.
Quinbrook also invests in emerging and critical energy
storage solutions, such as battery storage, and is behind
the development of the AC Gemini Solar + Battery Storage
Project in Nevada. At the time of signing its Power Purchase
Agreement this was the world’s largest solar PV and battery
storage project.
Quinbrook does not invest in energy generation powered
by coal, nuclear, native woodlands or biomass.
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National Infrastructure Investment Fund (NIIF)
NIIF was set up by the Indian government in 2015
to attract foreign investors to finance its domestic
infrastructure, and is now 51% owned by private
investors with assets totalling US$4.5 billion.
NIIF’s key focus is on investing equity capital in India’s
core infrastructure sectors: transportation, energy
and urban development. A large part of the investment
opportunity set is in the renewable energy sector,
with a focus on wind and solar.
The Indian government has set renewable energy
targets of 175 Gigawatts (GW) by the year 2030,
equivalent to 40% of power generated from
renewable sources. To capture this mandated growth
in renewables, NIIF is a 22.6% owner in a renewables
platform, Ayana India. The platform currently has a
300 Megawatt (MW) solar project in Rajasthan and
two 250 MW projects in Andhra Pradesh.

Ausgrid – a business in transition
AustralianSuper and IFM Investors purchased a 50.4%
stake in Ausgrid in December 2016. Ausgrid is Australia’s
largest distributor of electricity on the east coast, providing
power to 1.8 million households and businesses. Its network
spans 22,275 square kilometres throughout Sydney, the
Central Coast and the Hunter Valley.
Traditionally, Ausgrid’s focus has been on providing the
poles, wire and supporting infrastructure required to
transmit electricity from the grid into households. Now,
Ausgrid is working towards a future where renewables
play a major role in the power mix and households and
businesses can generate their own energy.
Ausgrid recently installed two community batteries as
part of a trial to encourage Sydney households with solar
to virtually store their excess solar power in the shared
batteries to access later as needed.
Ausgrid’s short term target is to reduce CO2e emissions
by 8% by the end of FY2024, or 44% excluding line losses.
Ausgrid has also committed, as part of the Business
Ambition for 1.5C and Science Based Targets initiative,
to achieve emissions reductions (including line losses) of
50% by 2030 and net zero by 2050.

A UN Sustainable Developments Goal based approach
In 2020 we partnered with APG, PGGM and British Columbia Investment
Management to establish the Sustainable Development Investments (SDI)
Asset Owners Platform. The SDI Asset Owners Platform uses artificial
intelligence to measure the extent to which investments contribute to
achieving the United Nations Sustainable Development Goals (SDGs).

$665 million

in listed equities
portfolio contributions
to UN SDG 7 in 2020

The SDI AOP has mapped the energy system to the UN SDGs to identify
sustainable investments. We have been tracking our portfolio’s contributions
to the SDGs. As part of this we have been monitoring those companies
which are aligned with the transitioning economy. In 2020, our listed
equities portfolio’s contribution to UN SDG 7 (clean energy) totalled more
than $665 million.
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CASE STUDY

King’s Cross Estate, UK
a model in sustainability
AustralianSuper members own more
than two-thirds of the King’s Cross
Estate redevelopment project in
London. King’s Cross Estate is the
largest urban regeneration project in
Europe and is transforming a former
industrial area into a unique place to live,
work, study and play. When complete,
the 740,000 square metre estate will
house 7,000 residents, 30,000 workers
and 5,000 students and include 26
acres of public space.
The King’s Cross development is built on sustainable principles,
which are woven through its design, construction and
operations. In partnership with developer and part-owner,
Argent, AustralianSuper is helping to foster more sustainable
ways of living by combining minimal environmental impact
with cultural and social diversity and community connections.
King’s Cross aims to have a positive impact on the surrounding
community by creating partnerships that foster collaboration
and maximise opportunities. ‘King’s Cross Recruit’ has placed
more than 1,300 people into work since 2014, with more than
two-thirds from the surrounding borough. To help maximise
the social value of the development, ‘Camden Giving’ was
established by the King’s Cross Partnership, which since its
creation has awarded £4.5m via 288 grants to charities aiming
to address inequality in the locality.
The office buildings have been designed to achieve energy
performance of at least 40% better than required in building
regulations – so far seven offices have achieved the highest
level of international green building certification, BREEAM
Outstanding, which is a quarter of all ‘Outstanding’ offices
in the UK.
From January 2021 the Estate’s operational carbon footprint
halved as the gas supply serving the district energy network
switched to being 100% supplied by zero carbon biogas,
sourced from animal and food waste. This energy network
serves the entire Estate with heating and is a significant step
on the Estate’s journey to carbon neutrality.

FAST FACTS

16,000m2
green roofs delivered so far,
representing 40% of new roof space

40%
of development is open space

400
new trees planted

100%
of heating and hot water supplied
on the Estate is zero carbon

4,000m2
solar panels

Zero
waste to landfill

Almost £500m
of finance secured via green loan deals

King’s Cross Estate was the first new office development in
the UK to be financed by a ‘Green Loan’ with £400m green
loan deal used to finance the Canal Reach office development
that will house Facebook’s HQ. An additional green loan
deal worth £69 million was secured this year to finance the
S5 residential development.
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Stewardship
As an active investor we exercise the rights and responsibilities
of being a large shareholder. Our objective is to communicate
our long-term investment interests to companies so that we
can improve returns for members.
Direct engagement enables us to influence the composition
of company boards and encourage positive behaviour on
issues that can impact members’ returns, like climate change.
We also influence companies by voting on company and
shareholder resolutions. This includes active consideration
of climate change-related shareholder resolutions.
Company engagement
AustralianSuper undertakes targeted and comprehensive
direct company engagement to actively manage the risks
and opportunities of climate change. We also regularly
engage with the fund managers who invest on our behalf.
The ESG and Stewardship and Australian Equities teams
have developed Ownership Plans for companies held in
our internal Australian equities portfolios. The Ownership
Plans aim to capture the key ownership considerations for
each company including performance on key ESG factors
and stakeholder considerations. The Ownership Plans
enable us to conduct deeper, more specific engagement
with each company to address priority issues that will
impact long-term value.
Members of the ESG and Stewardship and Australian
Equities teams proactively engage with listed company
directors and senior management to seek an articulation of
their net zero business strategies and actionable progress
on emissions reduction trajectories.
We assess each company against specific benchmarking
criteria including:
› carbon emission reductions consistent with the
Paris Agreement (including setting of science-based
targets) and net zero 2050 targets
› effective governance on the management of climate
change risks and opportunities
› climate change disclosures such as Taskforce on
Climate-related Financial Disclosures (TCFD) reporting.
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Voting
AustralianSuper votes on company and shareholder
resolutions for the Australian and international listed
companies we invest in.
The Fund supports resolutions that enhance value,
promote or require appropriate disclosure, ensure
appropriate and effective board composition and
operation, and encourage performance-based
remuneration practices and fair quantum pay outcomes.
We actively consider climate change-related shareholder
resolutions on which we vote, supporting those we
believe are effective in achieving a net zero business
transition and/or will result in improved disclosures
on climate change.
The Fund may consider advice from proxy advisors but
is ultimately responsible for making decisions in the best
financial interests of members.
We publish our quarterly voting records on our website
at australiansuper.com/ResponsibleInvestment

CASE STUDY

Collaborating for a bigger impact
AustralianSuper was a founder of
Climate Action 100+ (CA100+), sits
on the Steering Committee and
has previously chaired the initiative.
CA100+ has the power of more than
615 investor signatories globally,
responsible for more than US$60
trillion in assets under management.
CA100+ is promoting change in
the world’s largest carbon emitters,
with its focus growing to 167
companies who are collectively
responsible for up to 80% of global
industrial greenhouse gas emissions.
The 167 companies include the initial 100 ‘systemically
important emitters’ identified with the highest combined
direct and indirect GHG emissions, and additional
companies selected by investors as critical to accelerating
the net zero transition.

Achievements
Since its launch in 2017, CA100+ has seen 83 of
focus companies make Net Zero 2050 commitments13
including some of the world’s top emitters and
companies in hard to decarbonise sectors. So far 117
companies have indicated their support and intention
to disclose in accordance with the CA100+ Net-Zero
Company Benchmark framework.14
AustralianSuper is the lead investor for CA100+
on Qantas and co-lead on Rio Tinto. We have been
successfully engaging with both companies to
ensure their climate change strategies are aligned
with CA100+ objectives.
Since beginning these engagements, Rio Tinto has
exited from coal, published its third TCFD report
aligned to the Paris Agreement goals, set new 2030
targets and linked executive remuneration to climate
change goals and targets. Qantas is the first airline
in the world to commit to a net zero by 2050 target.
For more information on Climate Action 100+ visit
climateaction100.org

CA100+ has been successful in helping to shape
corporate priorities and put climate change at the
centre of conversations on business strategy through
a consistent engagement framework with a clear set
of company expectations.
The Climate Action 100+ Net–Zero Company Benchmark
released in early 2021 marks an important step forward
for climate measurement and management in the world’s
largest carbon emitters. By defining a consistent framework
and data to measure alignment with a net zero emissions
future, it provides much needed clarity for investors
and companies in climate change engagement. This will
enable better management of the investment risks and
opportunities from climate change. AustralianSuper will
be working with companies to further progress the actions
they are taking to achieve this goal through CA100+ and
our direct engagement program.

13 https://www.climateaction100.org/news/climate-action-100-issues-its-first-ever-net-zero-company-benchmark-of-the-worlds-largest-corporate-emitters
14 Climate Action 100+ 2020 Progress Report https://www.climateaction100.org/wp-content/uploads/2020/12/CA100-Progress-Report.pdf
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Managing energy and business
transition in the portfolio
Together, energy generation and business emissions account
for around 90% of Australia’s annual GHG emissions15, with
business emissions the largest contributor. AustralianSuper is
managing energy and business transition in the portfolio to
meet our net zero 2050 goal and deliver leading investment
returns for members.
Energy transition
The energy sector plays a critical role in the low carbon
transition and achieving a net zero economy by 2050.
Emissions from electricity generation currently account
for 33.6% of Australia’s total emissions15 and 32% of
global emissions.16
We recognise that as the global economy transitions to
net zero, the composition of the world energy mix will
change significantly.
Transitioning to a net zero economy requires a shift away
from fossil fuel-related generation to renewable sources in
the energy grid. While hydrocarbons, such as oil and gas,
will continue to play a role in the energy mix early in the
transition, this will diminish over time as renewable energy
sources become a larger proportion of the mix and other
climate change solutions are developed.
We are consulting with external energy transition experts
to assess and validate the outlook and likely transition
pathways for oil and gas. While gas is a less carbon
intensive fossil fuel than coal and provides system stability
as the grid transitions to renewables, how long it continues
to play this role remains uncertain.
Maintaining energy certainty and affordability for a
growing world population will be a major challenge as
world transitions to a net zero 2050 economy. In its
Net Zero by 2050: A roadmap or the global energy system
report released this year the International Energy Agency
(IEA) outlined pathways for reaching net zero by 2050.
The report stated: ‘In the net zero pathway, global energy
demand in 2050 is around 8% smaller than today, but it
serves an economy more than twice as big and a
population with 2 billion more people.’

Business transition
Business emissions currently account for 54.2%15 of
Australia’s total emissions and 48% of global emissions.16
It will require companies to transition their operations
to net zero by 2050 by making changes to businesses
processes, such as energy efficiency, fossil fuel usage,
transport, fugitive emissions management, industrial
processes and product use.
We are advocating for and supporting broad based
business and economic transition via direct company
engagement and the work we are doing with Climate
Action 100+ and the Australian Industry Energy Transitions
Initiative. We are seeing companies across the portfolio
and economy aligning their business strategies and making
commitments to net zero. For example, CA100+ has seen
83% of its original 160 focus companies make net zero
2050 commitments, including some of the world’s top
emitters and companies in hard to decarbonise sectors.
The future portfolio
In recent years, AustralianSuper has been investing
more into overseas markets and building out our internal
investment management program. This has seen the
portfolio transition away from higher carbon sectors
into lower carbon intensive sectors. Primarily, these are
companies in new economy sectors such as information
technology, healthcare (pharmaceuticals and
biotechnology), communications services and fintech.
As a result, our international equities portfolio is 37% less
carbon intensive (carbon to revenue method) and 57%
less carbon intensive (carbon to value method) than
the benchmark.17
As the transition progresses, carbon emissions in
AustralianSuper’s portfolio are projected to continue
falling as new technologies are developed and companies
transition their businesses to a lower carbon economy.
We will continue to seek further company commitments
to net zero 2050, and for those companies that have set
targets actively monitor their progress.

The transition in the energy mix will create investment
opportunities across a range of technologies, including
renewable energy, climate change solutions and new
technology developed as the world decarbonises.

15 Department of Industry, Science, Energy and Resources, Quarterly Update of Australia’s National Greenhouse Gas Inventory, December 2020.
16 2018 GHG emissions on Climate Watch https://www.climatewatchdata.org
17 S&P Global/Trucost ESG Analysis. Data at 30 September 2020. Index: MSCI ACWI ex AUS Index.
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IEA’s Net Zero by 2050 outlook
In June 2021, the International Energy Agency (IEA)
released its report: Net Zero by 2050: A roadmap
for the global energy system. The report provides
a comprehensive study of actions required to
transition to a net zero energy system by 2050.
Key findings include:
› A major worldwide push to increase energy efficiency
is essential. This requires the annual rate of energy
intensity to improve by 4% to 2030 on average or
three-times the rate achieved over the last two
decades.
› Electricity will account for almost 50% of total energy
consumption in 2050 and play a key role across all
sectors – from transport and buildings to industry. ‘By
2050, almost 90% of electricity generation comes from
renewable sources, with wind and solar PV together
accounting for nearly 70%.’
› Two-thirds of the total energy supply in 2050 will
come from wind, solar, bioenergy, geothermal and
hydro energy. Solar becomes the largest source,
accounting for one-fifth of energy supplies.
› Fossil fuels will contribute less to the total energy
supply, falling from four-fifths of the energy supply
now to slightly over one-fifth by 2050. The IEA notes,
that the fossil fuels remaining in 2050 ‘are used in

goods where the carbon is embodied in the product
such as plastics, in facilities fitted with CCUS, and in
sectors where low-emissions technology options are
scarce.’
› The IEA Net Zero pathway proposes no new
investments in unabated coal plants with the least
efficient coal plants phased out by 2030 and those
still in use by 2040 being retrofitted. ‘Beyond projects
already committed as of 2021, there are no new oil
and gas fields approved for development in our
pathway, and no new coal mines or mine extensions
are required.’
› ‘Most of the global reductions in CO2 emissions
between now and 2030 come from technologies
readily available today. But in 2050, almost half the
reductions come from technologies that are currently
only at the demonstration or prototype phase.’
› The Net Zero transition will result in around 5 million
job losses from the fossil fuel industry. Clean energy
will create substantial new employment opportunities,
with the IEA estimating 14 million new jobs created by
2030, and an additional 16 million jobs required to
create energy efficiencies across appliance, electric
vehicles and building and construction.
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Net zero transition
in hard to abate sectors
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Finding technological solutions for hard to abate sectors is a critical part of
transitioning our portfolio to net zero emissions by 2050. As a founding
partner of the Australian Industry Energy Transitions Initiative (ETI), we’ve
been working with industry and business partners on accelerating actions
towards this goal across five industrial supply chains – steel, aluminium,
liquified natural gas, other metals and chemicals.

The first phase of the initiative explored the current state
and future possibilities for transitioning these sectors,
the key findings of which are published in the Phase 1
Highlights Report: Setting up the industry for net zero.18
This report draws on research and insights from the ETI’s
14 partner industry and business organisations and more
than 100 cross-sectoral stakeholders.

Key themes from the research include:

Most notably, the research found that deployment of
mature and demonstrated technologies can reduce
emissions by 85%. This can be achieved by capitalising
on low-carbon technologies, investing in the energy
system, making affordable renewable electricity accessible
and decarbonising energy operations and associated
infrastructure.

› the transition will require significant investment,
leadership and transformation of the energy system

› existing and emerging technology solutions can
address almost all emissions in the supply chains
› Australia must capitalise on emerging low-carbon
technologies and energy exports, such as green
hydrogen and steel, and rapid deployment of existing
technology solutions

› access to affordable renewable electricity and
economically competitive production of green
hydrogen will be crucial
› short-term decarbonisation of existing operations
and associated infrastructure will be challenging.
Analysis from the Phase 1 Technical Report found:

Deployment of mature and
demonstrated technologies can
reduce emissions by 85%.

› there are several opportunities to reduce industrial
emissions which can be categorised under ‘four pillars
of decarbonisation’
› many of these solutions are mature and already
available for commercial deployment
› clustered industrial precincts (regions where hard-toabate sectors are concentrated) will be useful to
develop decarbonised energy systems for industry
› Australian industry has a key role to play in the complex,
simultaneous shifts needed in a transition to net zero.

18 https://energytransitionsinitiative.org/wp-content/uploads/2021/06/Phase-1-Highlights-Report-June-2021.pdf
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In its next phase, the initiative will develop pathways to
net zero emissions and identify potential timing and scale
of technology deployment and investment. It will also
continue to develop projects and identify priority actions
towards net zero emissions industry supply chains.

In July 2021, the initiative received a $2 million grant
from the Australian Renewable Energy Agency (ARENA).
This will enable the initiative to develop credible pathways
for these sectors to transition to net zero emissions
and pilot emissions reductions projects across different
supply chains.
Read the phase one highlights and technical reports
at https://energytransitionsinitiative.org

Net zero actions
There are common actions required to transition to net zero across the five supply chains.
These can be categorised into four pillars.

1

2

3

4

Material, energy and
service efficiency

Zero emissions
energy and
feedstock supply

Electrification and
other fuel switching

a. Non-energy
emissions abatement

Switching fossil
fuel-based processes
to electricity or zero
emissions alternatives.

Eliminating nonenergy emissions
from industrial
processes, leakages
and operational
venting and flaring.

Reducing the overall
burden of energy and
emissions to be
addressed through
materials, energy and
process efficiencies,
along with recycling.

Expanding production
and supply of zero
emissions energy and
feedstocks, including
renewable electricity.

b. Capture or offset
of residual emissions
Deploying carbon
capture, utilisation
and storage (CCUS),
negative emissions
technologies or
other mechanisms
to reduce or offset
residual supply chain
emissions.
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The table below provides an overview of the potential for different technological solutions to drive
emissions reductions across the five focus supply chains.
Potential of technological solutions to emissions reductions across five focus supply chains
Iron and steel

Pillar 1:
Material,
energy and
service
efficiency

Aluminium

Other metals

Chemicals

LNG

There are multiple measures to optimise mine sites and plants which, alongside
uptake of best available technologies, can drive significant reductions in material
and energy use. Increased recycling is another major opportunity, particularly for
metals supply chains, with impacts throughout multiple processes. Downstream
efficiencies or demand reductions also greatly impact supply chain energy use and
emissions. For example, downstream energy efficiency and electrification could
reduce and potentially replace gas use in certain sectors.

Material
efficiency

Energy
efficiency

Iron ore haulage
Pillar 2:
Zero emissions
energy and
feedstocks
supply

Decarbonise
existing
electricity use
Zero emissions
electricity

EAF run on
scrap or DRI
Green hydrogen
production*

Decarbonise
existing
electricity use
(smelting)

Decarbonise
existing
electricity use
(comminution)

Process heat
for alumina
refining*

Additional
electrification
opportunities

Process heat
for alumina
refining

Process heat in
metals refining

Green
hydrogen
production
Electrified
process heat

Electrified
liquefaction

Ore electrolysis*
Pillar 3:
Electrification
and other fuel
switching

Pillar 4a:
Non-energy
emissions
abatement

Pillar 4b:
Capture or
offset residual
emissions

Other zero
emissions fuels

Iron ore haulage

Inert anodes
for smelting*

Process
improvements

Blue
hydrogen
production

Nitrous oxide
abatement

Reduction
in venting,
flaring and
leaks

Zero emissions
feedstocks

Green hydrogen
use in DRI-EAF
process*

Green
hydrogen use
in ammonia
production

Blue
hydrogen
production

CCS of process
emissions

BF-BOF
with CCS*

CCS of SMR
emissions

CCS of
reservoir gas

Negative
emissions
technologies

Mineral
carbonation
(waste rock)*

Mineral
carbonation
(mine tailings)*

Mineral
carbonation
(waste rock)*

Co2 feedstock
from NETs*

~95%

~92%

~100%

~85%

Abatement from demonstrated and
material technologies (TRL2>6)†

Long-term, zero or near-zero
emissions potential

Important role in near term
abatement but insufficient
for net zero emissions

Potential role in transition
to zero or near-zero emissions
options

>90%

Immaterial or uncertain role

Definitions: BF: Blast Furnace, BOF: Basic Oxygen Furnace, CCS: Carbon Capture, Utilisation and Storage, DAC: Direct Air Capture, D
 RI: Direct Reduced Iron, EAF: Electric Arc
Furnace, SMR: Steam Methane Reforming NETs: negative emission technologies.
Source: Australian Energy ETI, Setting the Industry up for Net Zero, Phase 1 Highlights Report: current state and future possibilities, June 2021.
* These technologies are not currently commercially available, and require further research, development and demonstration.
† Sourced from Table 2. Zero emissions opportunities, technological maturity and residual emissions areas for the five focus supply chains. TRL2>6 refers to the ‘Technology
Readiness Level’ and includes technologies which are in the Demonstration (pilot or commercial scale up) or Deployment (supported or competitive commercial) stages.
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Collaboration and advocacy

Investors have a vital role to play
in driving the low-carbon transition
across the global economy.
We believe we can make a bigger,
more lasting impact by working
with companies and other asset
owners to drive change that
will deliver positive long-term
investment outcomes.
AustralianSuper participates in
industry networks and forums to
help improve the operation of the
financial system with regards to
climate change and collaborates
with peer groups and networks to
advocate for improved climate risk
management and transparency.

Climate Action 100+
Climate Action 100+ is the world’s largest investor
engagement initiative on climate change. Investors are
focused on ensuring 167 of the biggest corporate
greenhouse gas (GHG) emitters take the necessary actions
to align their business strategies with the goals of the Paris
Agreement. This includes improving corporate governance,
reducing GHG emissions, and strengthening climate-related
financial disclosures. AustralianSuper is a founder of
CA100+, joined the steering committee in 2017 and has
previously chaired the initiative.

The Investor Agenda
The Investor Agenda has been developed to help the global
investor community accelerate actions critical to tackling
climate change and achieving the Paris Agreement.
AustralianSuper is a signatory to the Global Investor
Statements to governments on climate change.

Australian Industry Energy Transitions Initiative (ETI)
The Australian Industry ETI supports Australian industry
in hard-to-abate sectors to accelerate action towards
achieving net zero emissions supply chains by 2050.
As a founding investor partner, AustralianSuper is working
with industry to develop pathways for emissions reductions
across five supply chains: steel, aluminium, liquified natural
gas, other metals (such as lithium, copper and nickel) and
chemicals (including explosives and fertiliser). Collectively,
these sectors contribute more than a quarter of Australia’s
annual greenhouse gas emissions and generate exports
worth around $160 billion.

Responsible Investment Association Australasia
The Responsible Investment Association Australasia (RIAA)
is a network of over 450 members across Australia and
New Zealand who manage more than US$29 trillion in
assets globally. RIAA’s mission is to promote, advocate for,
and support approaches to responsible investment that
align capital with achieving a healthy and sustainable
society, environment and economy.

Climate League 2030
AustralianSuper is a member of Climate League 2030,
a ten-year investor initiative supporting Paris-aligned
emissions reductions for Australia. Climate League 2030
supports a goal of reducing Australia’s expected annual
emissions in 2030 by a further 230 million tonnes.
We have published our actions supporting this initiative at:
climateleague.org.au
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Investor Group on Climate Change
Investors Group on Climate Change (IGCC) is a
collaboration of Australian and New Zealand institutional
investors focused on the impact of climate change on
investments. IGCC represents investors with total funds
under management of over $2 trillion in Australia and New
Zealand and $20 trillion around the world. IGCC members
cover over 7.5 million people in Australia and New Zealand.
AustralianSuper has been a member of IGCC since 2008
and is also on the management committee.

Principles for Responsible Investment
The United Nation’s Principles for Responsible Investment
(PRI) provides climate change information, engagement
with global policy makers, facilitates collaborative
investor engagement opportunities and provides climate
change related investment information. AustralianSuper
has been a signatory to PRI since 2007 and joined the
PRI advisory committee on TCFD aligned climate
disclosure in 2017.

Australian Council for Superannuation Investors
AustralianSuper, with other major Australian super funds,
is a member of the Australian Council for Superannuation
Investors (ACSI). ACSI engages with companies and
policymakers with the ambition of progressing material
ESG issues on behalf of its members. We also use ACSI
as a proxy voting advisor, which is a key input into our
active voting process. ACSI encourages resources, energy,
insurance and materials companies to disclose how they
address climate change risks and opportunities and
advocates for increased adoption of the TCFD framework.

Australian Sustainable Finance Institute
The Australian Sustainable Finance Institute (ASFI) has
been established to realign the finance sector to create a
sustainable and resilient financial system consistent with
the Australian Sustainable Finance Roadmap (Roadmap).
The Roadmap sets out a coherent plan for a decade of
action that will realign the Australian financial system to
support a more resilient, sustainable and prosperous future
for all Australians, positioning the system more strongly in
a period of significant change, elevating risks, and rapidly
shifting global context. AustralianSuper participated in
the sustainable financial system working group and the
ASFI Momentum Tracker report.

The Institutional Investors Group on Climate Change
The Institutional Investors Group on Climate Change
(IIGCC) provides investors with a collaborative platform
to encourage public policies, investment practices,
and corporate behaviour that address long-term risks
and opportunities associated with climate change.
AustralianSuper joined the IIGCC in 2018.

Sustainable Development Investments – Asset Owner Platform
AustralianSuper is a founding member of the Sustainable
Development Investments - Asset Owner’s Platform together
with APG, British Columbia Investment Management
Corporation and PGGM. This was established in 2020 as an
asset owner led platform with a goal to accelerate market
adoption of Sustainable Development Investments (SDIs)
and to establish a globally consistent United Nations
Sustainable Development Goals measurement framework.
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Measurement and disclosure

AustralianSuper advocates
for improved climate change
reporting in the companies we
invest in. We also participate
in external verification of our
climate change approach
through ongoing portfolio
carbon footprinting and portfolio
physical impact assessments
of our portfolios.
Carbon footprinting and physical risk analysis
Together, our portfolio carbon footprinting and
physical risk analysis provide a complementary top
down portfolio perspective on the two climate
change investment themes: transition risk (carbon
footprinting) and physical impact risk (physical
impact assessment).
We have been conducting portfolio carbon
footprinting on our listed equities portfolio
biannually since 2013 and annually since 2020,
and commenced measurement of our fixed
interest portfolio in 2018. Work is currently being
undertaken to measure and report the carbon
intensity for our property and infrastructure
portfolios and establish a total portfolio view.
We will continue to disclose updates on our
portfolio emissions and transition towards net zero
2050 in our climate change and annual reports
and on our website.

Our ratings
AustralianSuper utilises external responsible investment
surveys to help us assess the effectiveness of our climate
change approach.
We report to the UN’s Principles for Responsible
Investment (PRI) and the Responsible Investment
Association (RIAA) each year. AustralianSuper advocates
for improved climate change reporting as part of our
membership of these organisations.

A+
AustralianSuper is globally recognised as a leader
in responsible investment with an A+ rating on its
Overarching Approach to Responsible Investment
Strategy and Governance and Listed Equity-Active
Ownership in the PRI Assessment Report 2020.

AustralianSuper is recognised as a Responsible
Investment Leader 2021 by the Responsible Investment
Association Australasia (RIAA). This acknowledges
our commitment to responsible investing; our explicit
consideration of environmental, social and governance
factors in investment decision-making, our strong
and collaborative stewardship; and our transparency
in reporting activity, including the societal and
environmental outcomes being achieved.
AustralianSuper was also recognised as a Leader in
RIAA’s 2019 Responsible Investment Super Study.
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Part 4: Metrics
Carbon footprint metrics
AustralianSuper’s carbon exposure assessment is
performed by external carbon consultancy, Trucost/S&P
Global. The aim of this analysis is to understand the carbon
risk exposure of the Fund’s Australian equities, international
equities and fixed interest portfolios and monitor trends.
We collaborate with the asset class teams to integrate
the results of this analysis into our investment process
and use the output to inform our engagement activities
with companies.

In this report, we have reported our results for the three
most common carbon intensity metrics to assist with
transparency and comparability. Our preferred methods
for our investment and stewardship activities are the
‘carbon to value invested’ and ‘carbon to revenue’
methods, which is the measure we have used historically.
Both these measures use an equity ownership calculation
(apportionment of ownership) providing an indication
of the carbon emissions for which an investor is
responsible, which is consistent with the GHG Protocol
accounting standard.

The Trucost analysis the quantifies greenhouse gas (GHG)
emissions attributed/apportioned to a portfolio, presenting
these as tonnes of carbon dioxide equivalents (tCO2e).
Comparing the total GHG emissions of each holding relative
to either revenues generated or capital invested, gives a
measure of carbon exposure that enables comparison
between companies, irrespective of size or geography.

Carbon footprint metrics comparison
Carbon to value invested

Carbon to revenue intensity

Weighted average
carbon intensity

Measurement

Metric tonnes CO2e/AUD
million invested.

Metric tonnes CO2e/AUD
million revenues.

Metric tonnes CO2e/AUD
million revenues.

Description

The aggregation of
apportioned carbon
emissions of constituents
per $1 million invested.
AustralianSuper’s analysis
uses market capitalisation as
the apportionment measure.

The aggregation of
apportioned carbon
emissions of constituents
per $1 million generated
in apportioned revenues.

The weighted average of
individual company carbon
intensities (emissions over
revenues), weighted by
the investment proportion
of the constituents.

Ownership approach

Yes. It allocates the emissions
investors are responsible
for based on their level of
ownership, enabling them
to measure their contribution
to climate change.

Yes. It allocates the emissions
investors are responsible for
based on their ownership of
company revenues.

No. This method seeks to
show an investor’s exposure
to carbon intensive companies
rather than apportioning the
emissions the investor owns
in the economy.

Source: Trucost/S&P Global, Portfolio Carbon Footprint Metrics: An Overview.
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AustralianSuper’s carbon footprinting results
AustralianSuper’s latest carbon intensity and absolute emissions data for
our Australian equities, international equities and fixed interest portfolios
are shown below.
The scopes used in Trucost’s analysis are:
› Direct = Scope 1 plus CO2e emissions from four additional sources, CCl4
(Carbon tetrachloride), C2H3Cl3 (Trichloroethane), CBrF3 (Halon 1301),
and CO2 from Biomass.
› First Tier Indirect = Scope 2 plus emissions from direct (or ‘Tier 1’)
upstream Scope 3 emissions.

Summary by carbon intensity method
Carbon intensity
method
Carbon to value
invested
(t CO2e/mAUD)

Australian equities
Portfolio
151.43

International equities

Fixed interest

Benchmark

Portfolio

Benchmark

Portfolio

Benchmark

148.30

54.61

125.95

105.19

114.65

Carbon to revenue
(t CO2e/mAUD)

264.21

302.61

142.19

225.07

136.39

168.29

Weighted Average
Carbon Intensity
(t CO2e/mAUD)

175.87

210.29

84.70

162.70

135.45

204.94

10,482,454

10,265,995

5,643,687

13,016,207

217,790

237,363

Absolute CO2e
(tonnes)

Source: Trucost ESG Analysis/S&P Global – December 2020. Portfolio data at 30 September 2020.
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AustralianSuper’s carbon intensity over time
This graph tracks the greenhouse gas (GHG) emissions in our combined
equities portfolio (Australian and international shares) based on the value
(AUD million) invested.
We have made significant progress in reducing the carbon intensity of our
equities portfolio on an aggregate level since we started our carbon
footprinting analysis in 2013. Our equities portfolio has reduced its carbon
intensity by 41% between 2013 and 2020 using this method. The equities
portfolio represents 50% of AustralianSuper’s total portfolio value as at
30 September 2020.

AustralianSuper portfolio carbon footprint 
GHG emissions Australian and international equities portfolio

180

41%

Carbon to Value Invested (tC02e/AUDmn)

160

reduction in carbon
intensity since 2013

140
120
100
80
60
40
20
0
2013

2015

2017

2019

2020

Source: S&P Global/Trucost ESG Analysis. Portfolio data, 30 September 2013–2020.
Carbon to value invested: C02 emissions per AUD million invested.
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Carbon intensity relative to market index
These charts compare the carbon intensity of AustralianSuper’s Australian equities, international
equities and fixed interest portfolios relative to the market index using the carbon to
revenue, carbon to value and weighted average carbon intensity (WACI) methods over time.
We expect to see some fluctuations in portfolio emissions on their trajectory towards net
zero 2050 as the Fund grows in size, and new assets are acquired or investment strategy
changes are implemented. As described above, each carbon intensity method has different
sensitivities which can lead to different results for each portfolio at different points in time.

AustralianSuper’s
Australian equities portfolio
Carbon intensity relative
to market index
AustralianSuper’s Australian
equities portfolio is more carbon
efficient than its benchmark across
all methods since 2017, with the
exception of the carbon to value
method in 2020.

5%

2017

2.0%

2019

0%

2020
-5%
-10%

-6.1%

-8.0%

-15%

-14.8%

-20%
Carbon to value

AustralianSuper’s
international equities portfolio
Carbon intensity relative to index
AustralianSuper’s international
equity portfolio is consistently
more carbon efficient than the
benchmark across all methods
and periods.

Chart 3c
Carbon to revenue
WACI
AustralianSuper’s international equities portfolio
Carbon intensity relative to index

0%

2017

-10%

2019

-20%

2020

-21.5%

-30%
-40%
-50%
-60%
-70%

-44.0%

-48.1%
-61.0%

Carbon intensity relative to index
AustralianSuper’s fixed interest
portfolio is more carbon efficient
than the benchmark across all
methods with the exception of the
carbon to revenue method in 2017.

10%

-39.7%
-47.0% -48.0%

Carbon to revenue

WACI

4.1%

0%
-10%

-37.0%

-57.0%

Carbon to value

AustralianSuper’s
Fixed Interest Portfolio

-13.0% -12.7%
-14.0% -16.0%
-17.0%

-1.1%

-20%

2017
2019

-8.0%

-30%
-40%

-34.0%

-50%
-60%

-53.0%

-47.0%
-58.0%

-70%
Carbon to value

Carbon to revenue

Source: S&P Global/Trucost ESG Analysis. Portfolio data at 30 September 2017, 2019, 2020.
Indices: 	Australian equities: S&P/ASX 300 International equities: MSCI ACWI ex AUS Index Global Fixed Interest: Composite Index: 50% S&P
Australia Aggregate Bond Index & 50% S&P Global Developed Aggregate Ex-Collateralised Bond Index.
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2020

-19.0% -20.6%

WACI

Top 20 contributors to portfolio emissions
AustralianSuper is undertaking extensive analysis to understand the emissions profile in our
portfolios and their expected trajectory to net zero 2050. By identifying the largest emissions
contributors in our portfolios we can focus our actions so that we have greater influence on
climate change outcomes.
The following table shows the top 20 contributors to our portfolio emissions, based on
the portfolio emissions we have measured to date. It includes our Australian and international
equities portfolio and operational infrastructure and property assets where data is available.
This data is based on most recent available Scope 1 and 2 emissions data for each company.
As the table shows, 80% of the top 20 emitters have made net zero commitments to date.
We are closely monitoring company progress on these targets and their impact on our
portfolio carbon footprint. We are also engaging with portfolio companies to ensure
their emissions targets and net zero commitments are credible, and for hard to abate sectors,
gain an understanding of the likely technology pathways.
Net zero 2050
commitment

Company

Portfolio

Origin Energy Ltd

Australian Equities

Y

IFM – Global Infrastructure Fund**

Infrastructure

Y

Bluescope Steel Ltd

Australian Equities

Y*

Coronado Global Resources Inc

Australian Equities

N

Lyondellbasell Industries NV

International Equities

N

BHP Group Ltd

Australian Equities

Y

Orica Ltd

Australian Equities

Y*

Rio Tinto Ltd

Australian Equities

Y

Holcim Ltd AG

International Equities

Y

Vistra Corp

International Equities

Y

AGL Energy

Australian Equities

Y

Ausgrid

Infrastructure

Y*

AES Corp

International Equities

Y

China Resources Power Ltd

International Equities

N

South32 Ltd

Australian Equities

Y

Woolworths Group Ltd

Australian Equities

Y

Ampol Ltd

Australian Equities

Y

Glencore plc

International Equities

Y

IFM – Australian Infrastructure Fund**

Infrastructure

Y

NTPC Ltd

International Equities

N

* Target announced after 30 June 2021.
** Apportioned emissions for assets held in the Fund.
Source: AustralianSuper internal analysis.
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Sector value and carbon share
The two main reasons the carbon exposure of a portfolio varies to its benchmark are sector
and company allocation decisions. Divergences in allocations to sectors which are carbon
intensive or low carbon relative to the benchmark can cause large variations in a portfolio’s
relative carbon intensity. Allocations to more carbon efficient companies within carbon
intensive sectors can offset this impact and improve a portfolio’s carbon footprint relative
to the benchmark.
In the graphs below a positive number reflects a lower carbon intensity, while a negative
number indicates a higher carbon intensity contribution relative to the benchmark.
Australian equities portfolio
This graph shows the carbon intensity contributions from sector and company selection
in the Australian equities portfolio against the S&P/ASX300. Overall, sector and company
allocation are positive contributors to the carbon efficiency of the portfolio relative to
the benchmark. The largest contributor to the carbon intensity of the Australian equities
portfolio is the Energy sector, while the main contributor to carbon efficiency is the
Utilities sector.

Sector attribution analysis – carbon to revenue
Australian equities – contribution to relative carbon efficiency

0.00%

Utilities
Real Estate
Materials

0.13%
0.53%
2.11%

Information technology
Industrials

-0.54%

Health Care

-2.29%

0.04%

Financials

-1.79%

0.02%

Consumer Discretionary

0.39%
0.99%
1.53%
0.34%

Communication Services

0.00%

Energy

-14.09%

Consumer Staples

-2.98%
-20.00%

Company selection

-15.00%

-10.00%

Sector allocation

-5.00%

0.00%

Total effect

Source: Trucost ESG Analysis/S&P Global – December 2020. Portfolio data at 30 September 2020.
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5.84%
4.86%

5.76%

5.00%

10.00%

15.00%

20.00%

International equities portfolio
This graph compares the relative sector weights and relative carbon intensity contributions
in the International equities portfolio against the MSCI ACWI Ex Australia Index. The largest
contributor to the carbon intensity of the International equities portfolio is the Consumer
Staples sector, while the main contributors to carbon efficiency are the Utilities, Energy and
Materials sectors. Overall, sector and company allocation are positive contributors to the
carbon efficiency of the portfolio relative to the benchmark.

Sector attribution analysis – carbon to revenue
International equities – contribution to relative carbon efficiency

-0.90%

Utilities

Materials

17.87%

-11.86%

Information technology

0.51%

-1.28%

Industrials

-0.24%

Health Care
Financials

-2.04%

2.99%
1.01%
2.78%
0.48%
0.67%

Energy

-2.62%

Consumer Staples
Consumer Discretionary

-0.07%
0%

Communication Services
-15.00%

Company selection

16.49%

0.45%
0.22%

Real Estate

-10.00%

Sector allocation

-5.00%

7.57%

1.84%
1.65%

0.00%

1.31%
5.00%

10.00%

15.00%

20.00%

Total effect

Source: Trucost ESG Analysis/S&P Global – December 2020. Portfolio data at 30 September 2020.
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Carbon emissions by scope
This chart shows the total carbon apportioned to AustralianSuper’s Australian
and international equities portfolios by scope. This illustrates the absolute contribution
to climate change from companies in the portfolio across their value chain.
GHG Protocol Corporate Standard classifies a company’s emissions into three ‘scopes’:
Scope 1

Scope 2

Scope 3 (upstream)

Direct emissions from owned
or controlled sources

Indirect emissions from the
generation of purchased
electricity, heat or steam.

Includes indirect emissions
generated by a company’s
non-electricity supply chain.

Carbon emissions by scope
TCarbon
otal apportioned
by scope (tonnes)
emissionscarbon
by scope

Total apportioned carbon by scope (tonnes)
(tC02e)

20,000,000
15,000,000
10,000,000
5,000,000
0
AustralianSuper
Australian
equities portfolio

S&P/ASX 300
Index

Direct CO2e (Scope 1)

Direct CO2e (Other)

Non-Electricity First Tier Supply Chain
CO2e (Scope 3)

Other Supply Chain CO2e (Scope 3)

Source: Trucost ESG Analysis/S&P Global – December 2020. Portfolio data at 30 September 2020
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MSCI ACWI
Ex Australia
Index

Purchased Electricity CO2e (Scope 2)

Financial exposure to fossil fuel activities
Assets that do not have adequate plans in place to transition to the low carbon economy risk
being unexpectedly or prematurely written down or devalued and becoming ‘stranded’.
This analysis helps to identify assets which have a higher risk of becoming stranded as the
world transitions to a low carbon economy across the fossil fuel extraction and energy
generation industries.
Extraction-related activities

Energy-related activities

› Crude petroleum and natural gas extraction

› Coal power generation

› Tar sands extraction

› Petroleum power generation

› Natural gas liquid extraction

› Natural gas power generation

› Bituminous coal underground mining
› Bituminous coal and lignite surface mining
› Drilling oil and gas wells
› Support activities for oil and gas operations

Fossil fuel activities revenue breakdown
This chart compares the level of revenue dependency companies have in extraction and
energy related activities for AustralianSuper’s portfolio and the index. AustralianSuper’s
Australian and international equities portfolios both have a lower exposure to stranded asset
risk than their respective benchmarks.

Fossil fuel activities revenue breakdown
fuel
activities
revenue
breakdown
SFossil
hare of
total
fossil fuel
related
revenue
Share of total fossil fuel related revenue
(%)
6.0
5.0

4.99%

5.21%

4.0

3.01%

3.0
2.0

1.45%

1.0
0.0
AustralianSuper
Australian
equities portfolio

S&P/ASX
300 Index

AustralianSuper
international
equities portfolio

MSCI ACWI
Ex Australia
Index

Bituminous coal mining

Tar sands extraction

Crude petroleum and natural gas extraction

Drilling oil and gas wells

Natural gas liquid extraction

Support activities for oil and gas operations

Coal power generation

Petroleum power generation

Natural gas power generation

Source: Trucost ESG Analysis/S&P Global – December 2020. Portfolio data at 30 September 2020.
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Energy transition in AustralianSuper equities portfolios
Scenario analysis provides a way for investors to understand the risks they could potentially
face as a result of climate change. Specifically, the analysis aims to identify the current portfolio
exposure to the low carbon economic transition and future portfolio alignment to Paris-aligned
scenarios. As part of our most recent portfolio carbon footprinting, Trucost/S&P Global
analysed the financial exposures to energy generation and energy revenue of AustralianSuper’s
equities portfolios. This was compared to each portfolio’s respective benchmark, and the low
carbon economic transition pathway prescribed by the International Energy Agency (IEA).
Financial exposure to energy generation activities
The energy sector plays a critical role in the economic transition to low carbon and achieving
two degree or lower emissions targets. Energy generating companies can be considered
climate-aggravators (fossil fuels) or climate-mitigators (renewable energy) and are classified
into three types:
› Fossil fuels: coal, petroleum, natural gas
› Renewables: solar, wind, wave & tidal, geothermal, hydroelectric, biomass
› Other: nuclear, landfill gas, other unclassified power generation.
The chart below compares the value of AustralianSuper’s equities holdings (VOH) invested in
companies which derive any revenue (>0%) from energy generating activities. It compares this
to the benchmark as at 30 September 2020. The chart shows that AustralianSuper’s Australian
equities portfolio has a higher exposure to energy generating activities than the benchmark,
while the international equities portfolio has a significantly lower exposure.

VOH exposure to energy generation activities
(%) of total VOH
5

4.48%

4
3
2
1

1.96%
0.98%

0.67%

0
AustralianSuper
international
equities portfolio

AustralianSuper
Australian
equities portfolio

AustralianSuper portfolio

Benchmark

Source: Trucost ESG Analysis/S&P Global – December 2020.
Portfolio data at 30 September 2020.
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Energy revenue breakdown
This analysis illustrates the revenue dependency of the portfolio to energy
generation activities.
The apportioned energy revenue associated with AustralianSuper’s aggregate
Australian and international equities portfolios are shown relative to the
benchmark as at 30 September 2020. AustralianSuper’s international equities
portfolio is less exposed than the market benchmark, while the Australian
equities portfolio has a higher exposure than the market benchmark.

A note on
this research

Energy revenue share
AustralianSuper
Australian
equities portfolio

2.74%

S&P /
ASX 300
Index

AustralianSuper understands there are
various limitations of scenario analysis in its
current form.

1.26%

AustralianSuper
international
equities portfolio

It generates a limited ‘point in time’ estimate
of the relative alignment of the Fund’s current
equities portfolio against the scenarios; it
doesn’t account for changes in the portfolio
composition; the dynamic nature and
variability of the economic and commercial
variables will change over time; its forwardlooking nature is subject to risks and
uncertainties and it doesn’t consider all
sectors or securities within a portfolio.

0.53%

MSCI ACWI
Ex Australia
Index

1.66%
0%

1%

1%

2%

2%

3%

3%

Share of total apportioned revenues
Fossil fuels

Renewables

Other

Source: Trucost ESG Analysis/S&P Global –December 2020.
Portfolio data at 30 September 2020.

We will continue to evolve our scenario testing
and endeavour to broaden the analysis to
other asset classes as appropriate tools are
developed. Some of our unlisted assets are
using these tools to assess the transition risk
for their businesses in alignment with TCFD.
We monitor these findings and integrate them
into our integration and stewardship activities.
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Two degree alignment: energy generation mix
This analysis compares the physical units of power (GWh) generated by
companies in a portfolio to understand the energy mix based on a portfolio’s
current composition. It then compares this to forward looking benchmarks,
as prescribed by the International Energy Agency, to show how the portfolio
aligns to low carbon economy scenarios in 2030 and 2050. In this way, the
analysis illustrates the future portfolio composition required to align to a low
carbon economy consistent with the Paris Agreement.

AustralianSuper Australian and international equities portfolios
AustralianSuper Australian and international equities portfolios
100
90
80
70
60
50
40
30
20
10
0
AustralianSuper
Australian
equities portfolio

AustralianSuper
international
equities portfolio

0.76%
0.02%
0.58%
0.01%
0.00%
0.00%
28.13%
0.00%
70.49%

6.56%
0.17%
9.30%
0.01%
8.72%
0.00%
36.98%
0.76%
37.50%

Other renewables
Biomass
Hydroelectric
Other sources
Nuclear
Fossil fuel with CCS
Natural gas
Petroleum
Coal

IEA
(World)*
2030

IEA
(World)*
2050

22.31%
5.92%
18.16%
0.00%
15.06%
1.62%
21.04%
0.96%
14.94%

42.52%
7.91%
17.91%
0.00%
16.29%
8.98%
6.04%
0.27%
0.08%

* The content within the table above was prepared by S&P Global/Trucost, with data derived from the 2 Degree Scenarios developed by the International Energy Agency.
©OECD IEA 2017. The content within the table above does not necessarily reflect the views of the International Energy Agency.
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Portfolio physical risk assessment
AustralianSuper commenced a
physical impact analysis of its listed
equities, property and infrastructure
portfolios in 2019, undertaking further
physical risk analysis of the listed
equities and fixed interest portfolios
in 2020. Physical risks resulting from
climate change can be acute (driven
by an event such as a flood or storm)
or chronic (arising from longer term
shifts in climate patterns) and
may have financial implications for
organisations such as damage to
assets, interruption of operations
and disruption to supply chains.
Physical risk exposure
The top three physical risks to
AustralianSuper’s international and
Australian equities portfolios are water
stress, wildfire and heatwave. Wildfire
and heatwave are the two highest
risks on a sensitivity-adjusted basis,
while water stress is the highest risk
on a raw score basis.

Water stress

Wildfire

These charts show the exposure for
each of these risks in AustralianSuper’s
aggregate Australian and international
equities portfolio. The dark red dots
represent the most highly exposed
facilities.

Heatwave

Source: Trucost ESG Analysis/S&P Global – January 2021. Portfolio data at 30 September 2020.
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Equities and fixed interest portfolios
AustralianSuper’s most recent physical risk assessment of its Australian and
international equities and fixed interest portfolios was conducted by Trucost/S&P
Global in 2020. Trucost’s physical risk assessment covers the exposure and
sensitivity to seven hazard types – water stress, wildfire, flood, heatwave,
coldwave, hurricane and coastal flood. Assessments are made across three
climate change scenarios (high, moderate and low) and three future reference
years (2020, 2030 and 2050). The scenarios are based on IPC Representative
Concentration Pathways (RCP) and informed by TCFD technical guidelines.
Climate change scenarios

Description

High (RCP 8.5)

Business as usual with emissions at current rates.
Likely to result in warming >4 degrees Celsius by 2100.

Moderate (RCP 4.5)

Strong mitigation actions to reduce emissions to half
of current levels by 2080. Likely to result in warming
>2 degrees by 2100.

Low (RCP2.5)

Aggressive mitigation actions halve emissions by 2050.
Likely to result in warming <2 degrees by 2100.

Companies are scored between 1 (lowest risk) and 100 (highest risk) for their
exposure and sensitivity to each physical risk type. The scores for each risk type
are then averaged to determine a company-level composite physical risk score.
The risk scores can be categorised into three risk levels:
Risk score

Risk level

1–33

Low

34–66

Moderate

67+

High

Asset level coverage
The following table shows the data coverage for each of the AustralianSuper’s
portfolios relative to the benchmark. Where asset data is not available,
companies were analysed on their headquarters, location, geographic revenue
share and average physical risk levels in each country.
Total weight
analysed

Share with
asset data

Number of
assets analysed

International equities portfolio

95%

83%

74,840

MSCI ACWI Ex Australia

97%

88%

107,069

Australian equities portfolio

98%

76%

1,597

S&P/ASX 300

97%

76%

2,996

Aggregate Fixed Interest portfolio

65%

93%

32,277

Composite benchmark

64%

94%

108,537
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Headline risk scores
The charts below show the overall portfolio and benchmark-level physical
risk scores for each risk type. The score is based on the high scenario with
a reference year of 2050.
The Trucost physical risk analysis includes two composite summary metrics
at the asset, company and portfolio level.

Composite raw risk score
This graph measures the
combined exposure of each asset,
company and portfolio to the
seven climate physical risk
indicators. This metric reflects
exposure to physical risks but
does not take into account the
sensitivity or materiality of the
exposures to the company.
The risk scores for each of
AustralianSuper’s portfolios fall
into the low risk category. Water
stress was the highest raw score
across each portfolio and
benchmark, followed by
Heatwave and Wildfire.

Composite raw risk score by type
AustralianSuper
Australian equities
portfolio
S&P /ASX 300
Index
AustralianSuper
international
equities portfolio
MSCI ACWI
Ex Australia
Index
AustralianSuper
Fixed Interest
Portfolio
Composite
Benchmark*
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Wildfire

Coldwave

Heatwave

Coastal Flood

Flood

Hurricane

40

50

Water Stress

* Global Fixed Interest: Composite Index: 50% S&P Australia Aggregate Bond Index & 50% S&P Global
Developed Aggregate Ex-Collateralised Bond Index.

Composite sensitivity-adjusted
risk score
This graph shows the sensitivity
adjusted composite score, which
considers both exposure and
sensitivity to each form of climate
physical risk. For example,
companies with high water
intensity/use are expected to be
more sensitive to water stress while
capital intensive companies are
expected to be more sensitive to
wildfire, flood, hurricane and sea
level rise which may damage the
company’s capital assets.
The sensitivity risk scores in this
chart are lower than the raw scores
above, which indicates each
physical risk has a lower level of
financial materiality to the company
and portfolio. When the sensitivity
adjustment is applied, Wildfire has
the highest risk score followed by
Heatwave and Hurricanes.

Composite sensitivity adjusted risk score by type
AustralianSuper
Australian equities
portfolio
S&P /ASX 300
Index
AustralianSuper
international
equities portfolio
MSCI ACWI
Ex Australia
Index
AustralianSuper
Fixed Interest
Portfolio
Composite
Benchmark*
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Coldwave

Heatwave

Coastal Flood

Flood
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40

50
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* Global Fixed Interest: Composite Index: 50% S&P Australia Aggregate Bond Index & 50% S&P Global
Developed Aggregate Ex-Collateralised Bond Index.
Source: Trucost ESG Analysis/S&P Global –January 2021. Portfolio data at 30 September 2020.
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Composite risk scores – all scenarios and years
This chart shows the changes in the portfolio and benchmark physical risk exposure
and sensitivity weighted exposure by scenario and year. The Australian equities portfolio
has the highest risk scores of all portfolios, however still falls into the low risk category
when adjusted for sensitivity to physical risks.
Raw composite score – all scenarios & years
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2020
2030

Medium

2050
2020
2030
2050

Low

2020
2030
2050
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38

40
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AustralianSuper international equities portfolio
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Aggregate fixed income portfolio

AustralianSuper Australian equities portfolio

Sensitivity-adjusted composite score – all scenarios & years
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2050
2020
2030
2050
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2030
2050
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AustralianSuper international equities portfolio
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30
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AustralianSuper Australian equities portfolio

Source: Trucost ESG Analysis/S&P Global –January 2021. Portfolio data at 30 September 2020.
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Physical risk score by sector
The charts below show the raw maximum, minimum and average climate change
physical risk scores for each portfolio by GICs sector. These scores are based on
the 2050 – High Scenario.
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Source: Trucost ESG Analysis/S&P Global –January 2021. Portfolio data at 30 September 2020.
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PART 4: METRICS
Unlisted assets
AustralianSuper commissioned research from Four Twenty Seven, a specialist
provider of market intelligence on the economic risk of climate change. Four
Twenty Seven assessed our property and infrastructure portfolios as at 31 December
2018 to understand exposure to physical risks, with results published in May 2019.
For unlisted assets, Four Twenty Seven assesses the risk
of an asset being affected by key climate-related hazards
such as future floods, sea level rise, heat stress, water stress,
hurricanes and typhoons out to 2040 using an aboveaverage business as usual warming scenario. The analysis
generated company and portfolio level scores for
operational, supply chain and market risks for companies
in the listed portfolio. For the unlisted portfolio, the analysis
identified the ‘hotspots’ or facilities most exposed across
46 infrastructure and 117 property assets.
Consideration is given to the type of asset, and when
relevant, the asset value. Four Twenty Seven provides
scores on these areas and highlights red flags for assets
which score above the 95th percentile for risk exposure
to these risks compared to Four Twenty Seven’s database
of more than 1.1 million sites.
AustralianSuper is engaging with those assets identified
as ‘high risk’ to gain a better understanding of how they
are managing these risks.
Infrastructure – hotspot analysis portfolio overview
Facility average scores

Property portfolio
Four Twenty Seven assessed 117 of AustralianSuper’s
property assets, and found:
› Two red flags across 94 assets, in both cases for flood
risk. Both assets are located in Melbourne, Australia.
› Relatively low risk to heat stress in the portfolio.
› Low exposure to sea level rise, with none of the assets
projected to be directly affected by 2040. Six assets are
coastal and located below 10 metres of elevation which
could increase flooding risk.
› Water stress risk concentrated in the south of Australia with
the most exposed properties being industrial and typically
relying on water-intensive manufacturing activities.
› Relatively low risk to hurricane/typhoons – maximum
28% of the portfolio has some exposure to hurricane/
typhoon risk (these assets are located in Queensland
and Western Australia).
The diagram below shows the hotspot analysis for
AustralianSuper’s property portfolio.

AustralianSuper property portfolio
Hotspot analysis – facility average scores
Facility average score
0

Source: Four Twenty Seven AustralianSuper data as at 31 December 2018.
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Infrastructure portfolio
Four Twenty Seven assessed 320 infrastructure sites across
46 assets and found that:
› Within the directly held domestic portfolio of 50 sites,
11 red flags were identified (comprising 22% of portfolio)
with nine for flood risk and two for sea level risk.
› Within the externally managed global portfolio of 270
sites, there were 123 (or 46%) red flags identified, with
flood risk most prevalent, followed by sea level risk.
› The risk of floods and sea level rise are prevalent.
Australian assets were primarily concentrated in coastal
New South Wales. Global assets with some of the most
exposed sites are located in the south eastern United
States and Europe, and others in Southeast Asia, Africa,
and Latin America.

› In Australia, energy infrastructure and highways
are the most exposed types among the directly
held infrastructure, at least partly due to their large
spatial extent.
› Global assets are geographically dispersed and
include transport infrastructure like highways, airports
and maritime ports, which are exposed to floods and
heat stress.
› Water and energy infrastructure, such as pipelines
and petroleum terminals, are highly exposed to floods,
water stress and heat stress and sea level rise.
The following diagram shows a hotspot analysis of
AustralianSuper’s infrastructure portfolio for floods.

AustralianSuper infrastructure portfolio overview
Floods facility risk category scores
Directly held and managed infrastructure asset sites
Hotspot analysis – facility category scores for floods
Floods
0

100

Source: Four Twenty Seven AustralianSuper data as at 31 December 2018.

A note on this research
A key limitation to this physical risk analysis is that it assesses the level of risk as a result of
the asset’s geographical location rather than overlaying this risk with an assessment of bespoke
mitigation measures put in place at each asset, which is a key focus of our integration and
stewardship activities.
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CASE STUDY

Transurban Queensland
AustralianSuper is one of the world’s largest investors
in infrastructure assets.
The Fund currently has around $25 billion invested
in infrastructure assets such as airports, seaports, roads
and energy distributors on behalf of members.19
Infrastructure assets often have an investment horizon of decades, rather than years.
This makes them attractive for long-term investors like AustralianSuper, as they can
provide stable and predictable cash flows and long-term growth to fund the retirement
incomes of members who can have an investment horizon of up to 60 years.
AustralianSuper members currently own 25% of Transurban Queensland, which
operates a network of toll roads, bridges and tunnels throughout greater Brisbane.
AustralianSuper also invests in a mix of operational and development Transurban
toll road assets located in Sydney (WestConnex) and the United States (Chesapeake).
The Transurban Group are the majority shareholder and exclusive operator of these
road networks.

FAST FACTS

50% by 2030
Transurban Queensland’s science-based GHG emissions
reduction target.

80% renewable
energy
From early 2022 Transurban Queensland will use 80%
renewable energy to power its operations.

Leading Infrastructure
Sustainability rating
Logan Enhancement Project is the first Queensland
project to achieve a Leading IS rating.

19	As at 30 June 2021.

50

AustralianSuper Climate Change Report

Transurban Queensland’s network includes the
AirportLinkM7, Clem7, Gateway Motorway, Go Between
Bridge, Legacy Way and Logan Motorway.
With more than 400,000 trips taken each workday across
Brisbane’s toll roads, Transurban Queensland directly
employs around 300 people and hundreds more indirectly.
Transurban Queensland’s roads are surrounded by local
communities, ecologically significant forests, wildlife and
cultural heritage sites.
An asset’s geographic location can make it susceptible
to physical changes in the environment.
Road infrastructure assets need to be designed and built
to withstand future environmental changes. For example,
Transurban Queensland designs bridges for a 100 year
lifespan and factors in different climate change scenarios
in the planning process. Changing weather events could
impact road access and usage, and also put the safety
and wellbeing of workers and road users at risk.
Transurban Queensland conducts climate change risk
assessments and develops adaptation measures for its
major projects to address these risks.
At AustralianSuper, we also look at how the asset is
preparing for the transition to a low carbon economy.
Transurban Queensland is working to reduce its own
greenhouse gas (GHG) emissions in its operational
activities, and also looking at ways to reduce emissions
from customers’ vehicles travelling on its roads.
One of the ways it’s doing this is by installing new
technologies called intelligent transport systems (ITS)
into its road network. ITS helps to ensure the roads
operate as efficiently as possible, which in turn leads
to more free-flowing traffic and fewer GHG emissions.
In FY21, customers saved an average of 20 to 30 per cent
of their fuel and GHG emissions by taking Transurban
Queensland roads instead of the alternative more
congested routes.

Transurban Queensland is also preparing for the shift to
zero emission vehicles (ZEVs). The company is considering
how ZEVs might impact the way it designs, builds and
manages its roads, such as the way traffic incidents are
detected and responded to.
AustralianSuper assesses how companies report on climate
change risks, their management strategies and progress
towards goals. A key measure is a commitment to publicly
reporting progress towards the Taskforce on Climaterelated Financial Disclosures (TCFD) recommendations,
which Transurban Queensland released as part of its 2020
corporate reporting suite.
Transurban Queensland has committed to a net zero
emissions target by 2050, and set science-based interim
targets to reduce emissions by 50% by 2030 compared
to 2019, and reduce energy use by 10% by 2023 compared
to 2013. Transurban Queensland recognises the importance
of not only reducing the operational GHG emissions
generated over the life of an infrastructure asset, but also
the need to reduce emissions associated with the use of
carbon-intensive materials such as concrete, steel and
asphalt during construction. Transurban has since updated
its GHG targets to include scope 3 emissions and validation
by Science Based Targets initiative.
Today, all of Transurban Queensland’s major construction
projects use the Infrastructure Sustainability Council of
Australia’s (ISCA) Infrastructure Sustainability rating tool
to monitor performance and set sustainability targets.
The Logan Enhancement Project was the first major project
in Queensland to achieve a Leading ISCA Infrastructure
Sustainability rating (awarded for the As-Built category).
Transurban Queensland is reducing its energy consumption
and reliance on coal generated power. It has a Power
Purchase Agreement (PPA) in place with a wind farm in
Queensland, which will start providing renewable energy
to its Brisbane roads in 2022. Transurban Queensland will
use 80% renewable energy to power its operations
including AirportlinkM7, Clem7, Gateway Motorway,
Go Between Bridge, Legacy Way and Logan Motorway.
The amount of energy to be procured through the PPA
in Queensland is equivalent to the annual electricity use
from 10,000 Australian homes, and will save 35,000 tonnes
of GHG emissions each year.
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Investment choice
for members
We understand that members have different ethical and
social values, so we offer a choice of investment options
for members who want to avoid investing in companies
or industries that don’t align with their values.
We conduct research with members every two years to
ensure we keep up to date with the issues that are most
important to them. In addition to achieving good returns,
our most recent research revealed the top investment
concerns for members were coal and other fossil fuels,
human rights, tobacco and weapons.
Socially Aware investment option
We apply exclusions to the Socially Aware option’s
investment universe based on members’ most important
concerns. This option doesn’t invest in the listed shares
or fixed interest securities of Australian or international
companies that:
› directly own reserves of coal, oil, gas or uranium*
› produce tobacco, cluster munitions and land mines
› have single gender boards i.e. exclusively male or
female boards (ASX200 companies only)
› have been flagged as having human rights, labour,
environmental or governance controversies.

* 	Reserves, in this context are thermal coal, oil, gas or uranium
that can be extracted from known fields at an economical cost.

52

AustralianSuper Climate Change Report

The Socially Aware option removes investment in
companies that own fossil fuel or uranium reserves
regardless of the size of their ownership. We believe
this is the simplest, most transparent way of removing
these investments at their source while enabling the
option to meet its investment return objectives.
Member Direct investment option
AustralianSuper also offers the Member Direct option,
where members can choose their own investments
from S&P/ASX300 shares, a selection of exchange
traded funds and term deposits.

Our commitment to
transparency
Portfolio holdings disclosure
We believe it’s important to be transparent with members about their investments and
how we manage them. We are the first Australian superannuation fund to publish a full
list of our investments, which we’ve been doing so since June 2016. This is a voluntarily
disclosure by the Fund, and is at the forefront of investment disclosure among industry
peers in terms of its depth of detail and transparency.
You can view our investments at australiansuper.com/WhatWeInvestIn

Climate change progress
AustralianSuper also has published a dedicated web page outlining our approach and
progress on managing climate change, including our TCFD-aligned Climate Change
Report and Net Zero transition plan.
Keep up to date with our progress at australiansuper.com/ClimateChange

Contact us
Visit

australiansuper.com
Email

australiansuper.com/email
Call

1300 300 273

8am–8pm AEST/AEDT weekdays

Mail

GPO Box 1901
Melbourne VIC 3001
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according to research conducted by independent research agency Catalyst Research.
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The asset allocation and other investment information are current as at 30 June 2021, unless otherwise stated. AustralianSuper may change asset allocations and
investments from time to time to suit market circumstances. Investment returns are not guaranteed. Past performance is not a reliable indicator of future returns.
This document has been prepared and issued in October 2021 by AustralianSuper Pty Ltd ABN 94 006 457 987 AFSL 233788, Trustee of AustralianSuper
ABN 65 714 394 898 and may contain general financial advice that does not take into account your personal objectives, situation or needs. Before making
a decision about AustralianSuper, you should think about your financial requirements and refer to the relevant Product Disclosure Statement, available at
australiansuper.com/pds or by calling 1300 300 273.

