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Non-state actors— industry, financial institutions, cities
and regions —play a critical role in getting the world to

Net Zero no later than 2050. They will either help scale the

ambition and action we need to ensure a sustainable
planet or else they strongly increase the likelihood of

failure. The planet cannot afford delays, excuses, or more

oreenwashing,

) Scope of the report

This report reviews the Net Zero commitments
and climate related claims of the major players in
Australia’s mining industry which is comprised of
three key sectors: oil and gas, coal and minerals.

By assessing their Net Zero commitments, its aim
is to drive better understanding of climate claims
and unpack some common claims to give
consumers an informed choice as to the climate
related impacts of the products they choose and
the companies they invest in.

Climate related claims should incorporate
consideration of the risks posed by a changing
climate. While reporting on climate related risk is
still evolving, directors of publicly listed
companies must report on material risks to the
business in its operating and financial review
(OFR) component in its annual report. The
Australian Government is introducing mandatory
climate related financial disclosure requirements.
Currently, there is international recognition of the
Taskforce on Climate-related Financial
Disclosure (TCFD) guidance which most
companies use to report on potential climate
related risks to the business.
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Where a company has not reported on its
climate-related physical risk it is arguable that
there is potential for a claim of misleading and
deceptive conduct under the relevant legislation.
It is arguable that where a company should
reasonably be aware of potential climate-related
physical risk and does not include it in its annual
report or prospectus, it is misleading the
consumers who are relying on the information to
make informed decisions.

Climate claims, Net Zero commitments and
associated advertising which are misleading have
the potential to delay action on climate change as
consumers are unaware of the true
environmental impacts of products. Australia’s
regulatory bodies are increasingly focused on
corporate greenwashing to ensure consumers
are afforded an informed choice and promote fair
and transparent markets.2

For more detail on Greenhouse Gas Emission
types, including Scope 1, 2 and 3, and what
constitutes Greenwashing, see



) Key themes and trends

The audit has identified the following key themes and trends in Net Zero commitments
and climate related claims across the three mining sectors:

o Most commitments do not include Scope 3 emissions, with companies relying on
their customers to reduce Scope 3 emissions rather than taking direct action;

o Many Net Zero commitments rely heavily on both nature-based and
technological offsets, such as Carbon Capture and Use or Storage, without
clarification or quantification, rather than absolute reduction of emissions to meet
goals or targets. This is compounded by the questionable credibility of these
forms of offsets.

o There is continued expansion and development of new projects, particularly in
the coal, and oil and gas sectors together with reliance on fossil fuels, including
fossil gas, blue and grey hydrogen which is inconsistent with transition away from
fossil fuels to meet Net Zero commitments.

o There is a lack of science based short- and medium-term targets.

o While Net Zero target commitments are best practice, some companies are
representing that they have a form of net zero commitment while continuing to
operate on a business-as-usual basis, relying on uncertainty of federal or state
legislative requirements or global ability to reach net zero, to justify inaction.

o There are a variety of terms used to describe net zero commitments, together
with a variety of methods for defining and reporting an organisation’s greenhouse
gas emission boundaries which creates confusion.

o There is cherry-picking of different emission scenarios which results in
inconsistent approaches and an inability to compare commitments.

o There is a lack of consideration or disclosure of energy companies’ exposure to
climate-related physical risk.

Assessing Climate Related Claims and Net Zero Plans in Australia’s Mining Industry
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> Background

Australia’s mining sector generates a significant contribution to Australia’s economy. For the
purpose of this report, we have looked at Australia’s mining industry in three distinct sectors: coal
mining, oil and gas, and minerals, using the top listed mining companies in these sectors, as well as

larger international producers.

Other metal ores

Non-metallic
mineral mining
and quarrying

($10.5bn)
2.0%

($53.2bn)_\
10.1%

Coal mining sector

Globally, coal fired power plants produce a fifth
of greenhouse gas emissions, more than any
other single source.3 In 2021, Australia was the
sixth largest coal producer in the world.# The
Australian coal market is segmented by
application into electricity, iron and steel and
other applications.® Currently in Australia, coal
resources are used to generate two-thirds of
domestic electricity.®

The coal sector companies audited for the
purpose of this report include Centennial,
Yancoal, Whitehaven Coal, New Hope and
Hancock Prospecting. BHP and South32 are
primarily minerals mining companies however
they also mine metallurgical coal and have
been examined in the minerals section.

6  Unearthing the Truth

Coal ($157.1bn)
29.8%

Exploration and
other mining
services
($17.9bn)
3.4%

Source: IBIS World

Oil and gas sector

It is estimated that the oil and gas sector
accounts for around half of the world’s energy-
related greenhouse gas emissions.” The
companies audited for the purpose of this
report include Shell, Chevron Australia and BP.
We have excluded Santos and Woodside as
they are already the subject of proceedings
that challenge their net zero plans (see case
study below).

Minerals sector

The minerals sector accounts for 9.5 per cent
of national Scope 1 and 2 emissions, with
downstream emissions higher depending on
the commodity.8



Net Zero Commitments

The Net Zero Commitment should be of sufficient scope and ambition, setting out
concrete ways to reach net zero in line with the IPCC or IEA net zero GHG emissions
modelled pathways that limit warming to 1.5 degrees with no or limited overshoot. At a
minimum it should not be aspirational, a goal or ambition and should:

1. Include all emissions, particularly Scope 3

2.  Prioritise deep reductions for rapid decarbonisation, not relying on offsets or
include expansions

Include all GHG gases
4. Include separate targets for all material non-CO2 gases such as methane

Be assessed over short-term (2025) and medium-term (2030 - with a 50%
reduction) and long-term (2050)

6. Rely on credible sector pathways to Net Zero (such as IPCC or IEA)

7. Include specific targets aimed at ending the use of and/or support for fossil
fuels

8. Cannot allow for companies to undertake deforestation or other environmentally
destructive activities

9. Cannot allow for companies to lobby to undermine ambitious government climate
policies either directly or through associations or bodies

Source: UN High Legal Expert Working Group on the Net Zero Emissions Commitments
of Non-State Entities®

This report audits 12 of the major players in Australia’s mining industry in relation to
whether they purport to make a Net Zero commitment, and whether their commitment
satisfies each of the nine elements listed above.

The UNHLEG findings are mirrored in the findings from the companies audited in this
report. While many of the companies audited claim to make Net Zero commitments, an
analysis of the substance of the claims shows that they are not credible.

The lack of a credible Net Zero Commitment undermines public trust. Consumers
may be misled by bold claims that have no foundation. Without a credible Net Zero
commitment, companies cannot show how they will successfully deliver on their
claims.

Assessing Climate Related Claims and Net Zero Plans in Australia’s Mining Industry



> Summary of audit findings on Net Zero commitments

Are there
Do they stated targets
Do they Do the stated include for 2025; 50%
purport to targets include Do they avoid inlz(lju?eegll separate reduction Do they rely on
Company make a Net all emissions relying on targets for targets for credible
GHG gases ; 10
(i.e.CO2e)? non-CO2 2030; and pathways?
e : gases i.e. 2050 targets
methane? across all
Scopes?

Are there Do they
targets aimed commit to
at ending use avoid

of fossil fuels deforestation Do they lobby

against climate

(including and other policies?""

fossil gas and environmentall
blue/grey y destructive
hydrogen)? activities?

Zero (Scope 1,2 and offsets?
Commitment? 3)?

Shell v X X v - 2 X v X X X
Ghown — v X v v X v X X X
BP Australia = v % v — 14 X % 5 % ) 4 X
New Hope X X X v X X - 7 X X X
Coal X X X v X X X X X X
Yancoal X X X v X X X X X X
Whitehaven X X X v X X X X X X
Glencore - v X v X X X X X X
— X X v X X — u| X X X
— v X v X X X X X X
Newcrest'™ - X X v X X v X X X
Fortescue v v w20 v % — 21 v v % w—
- X X v X X v X X X

8  Unearthing the Truth
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Targets vs ambitions, aspirations, aims or goals

The use of the terms ambition, aspiration,
aim or goal indicate a desire or hope rather
than an ambitious, clearly identified and
measurable plan to attain Net Zero by
2050.

Of the ten companies which address Net
Zero, four have targets, three have a goal,
two have an aspiration, and one has an aim.

Of those four that have targets, only one,
Fortescue, meets all but two, the
deforestation and other environmentally
destructive activity criterion and is a
member of several industry associations
that have engaged in oppositional
advocacy on Australian climate policy in
2021-23,%8 of the credibility criteria
identified above. By the very nature of this
industry, all will fail the deforestation and
other environmentally destructive activity
criteria.

The Net Zero claims that are aspirational, a
goal, aim, or ambition are not of sufficient
scope and to meet the identified credibility
criteria and may therefore be classified as
greenwashing and have the potential to
mislead consumers.

Case study - Shell
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Scope 3 emissions and different accounting approaches

Reducing Scope 3 emissions is an enormous
challenge for the mining industry as it requires
the oil and gas and coal companies, to prepare
for the decline and exit from their core
activities.?®

Approximately 28% of global emissions would
be considered Scope 3 (indirect) emissions,
from the mining sector, including the
combustion of coal.?6 Scope 3 emissions
generally account for 80 - 95% of total carbon
emissions from oil and gas companies and
with targets only referring to the reduction of
scope 1 and 2 emissions, the “net-zero” label
obscures the truth from the public.?”

Source: BHP Climate Transition Action Plan28

10 Unearthing the Truth

*

Scope

Source: Scope 1, 2 and 3 Emissions
Calculations Methodology 20222°

The lack of certainty around what the Scope 3
emissions are, the variety of methods used for
collecting and reporting the data (including
estimates), and the discretion employed when
identifying relevant categories of Scope 3 to
include in the reporting make it extremely
difficult to measure and compare a company's
environmental performance.

What is of most concern is that very few of the
audited companies address the reduction of
Scope 3 emissions in their Net Zero
commitment. Given the relatively small
percentage of emissions covered by Scope 1
and 2 emissions in the Net Zero commitments,
consumers may be misled into believing
companies are taking far greater action than
they really are.
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Reliance on carbon offsets rather than actual emissions

reductions

Across the sector there is excessive reliance
on carbon offsetting through removal and
avoidance offsets.

Removal offsetting is the removal and
sequestration of an equivalent quantity of
greenhouse gas emissions already in the
atmosphere for at least as long as the
underlying emissions are expected to remain
in the atmosphere.3' Avoidance offsetting
includes actions taken to avoid emitting
prospective greenhouse gas emissions, based
on a theoretical counterfactual, the emissions
that would have occurred had the avoidance
action not been taken, the verification of
which is highly subjective.32

Offsetting is achieved in a several ways;
through the acquisition and retirement of
carbon credits, predominantly Australian
Carbon Credit Units (ACCUs) to offset actual
emissions; through the direct investment in
Nature Based Solutions (NBS) which avoid or
reduce emissions by protecting or enhancing
biodiversity; through technology solutions
such as Carbon Capture and Storage or Use
(CCS/U) which avoids greenhouse gas
emissions. An excessive reliance on offsets
undermines Net Zero commitments as it
replaces concrete action to reduce absolute
emissions which is the priority this decade.

There is concern about the veracity of the
ACCUs, with claims that up to 80% of the
carbon credits issued are flawed or devoid of
integrity, achieving little in the way of
abatement and additionality.3® Often low-
integrity credits are being used to offset
emissions which allows real emission
increases, rather than representing genuine
and additional abatement.34

A recent investigation into a large supplier of
carbon offsets found that more than 90% of
the rainforest offset credits do not represent
genuine offsets and were likely to be
‘phantom credits’.35

R

Reliance on credits or
offsets undermines
replaces concrete action
absolute emissions which
is the priority this

eliance on credits or
offsets undermines

ecarbonisation plans as i

replaces concrete action
o physically reduce

absolute emissions which

is the priority this
ecade.3?

The Science Based Targets initiative’s (SBTi)
Corporate Net Zero Standard says that the
use of carbon credits must not be counted as
emission reductions toward the progress of
companies’ near-term or long-term science-
based targets, and carbon credits may only be
considered as an option for neutralising
residual emissions or to finance additional
climate mitigation beyond their science-based
emission reduction targets.36

Assessing Climate Related Claims and Net Zero Plans in Australia’s Mining Industry 11
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Relianceon CCU / CCUS

Carbon capture and storage (CCS) is a 50-
year-old technology with variable results in
capturing and storing carbon dioxide.3”

A recent IEEFA publication

“Carbon capture has proven to
be technically difficult to
implement, saving only

fractions of the emissions
initially promised. Chevron’s

Gorgon CCS plant in Western

Australia is one of the biggest
carbon capture projects in the

world and has seriously
underperformed its targets.”

Leakage of CO,, either gradual or in a
catastrophic leakage, is the greatest
environmental risk associated with CCS. This
could negate any perceived environmental
benefits of capturing and storing CO,
emissions and may have harmful effects on
human health.3® Seismic events could be
triggered by pressure built up by injected CO,
and fresh groundwater resources polluted and
acidified by CO, leaks.4°
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A recent report, The Carbon Capture Crux -
Lessons Learned, looked at 13 large-scale
CCS and CCUS projects. Seven of the 13
underperformed, two failed and one was
mothballed.#’ It was found that successful
CCUS exceptions mainly existed in the natural
gas processing sector serving the fossil fuel
industry, leading to further emissions,
highlighting that using carbon capture as a
greenlight to extend the life of fossil fuels
power plants has a significant financial and
technical risk.42

There is heavy reliance on this unproven
technology within the mining industry as an
emission reduction strategy, with twelve of
the companies audited are relying on
CCS/CCUS in their transition plans.

There are a limited number of commercial
scale CCS projects and a limited amount of
public data.#> CCS systems capture far less
CO2 generated by the hydrogen production
units than predicted, they do not capture
emissions from the power produced to run the
hydrogen production units and they do not
account for methane leaks upstream during
extraction, processing and transportation.46
CO2 leaks downstream before injection are
also not captured.”

The technology has been struggling in terms
of technical viability and economic feasibility
for decades and there is track record of failure
for CCS/CCUS projects around the world.48

The heavy reliance on CCS and CCUS by
twelve of the companies audited again raises
concerns with the credibility of the Net Zero
plans and raises the question of whether
CCS/CCUS is greenwashing to extend the life
of fossil fuel assets.*?



Case study - Centennial
Coal

Claims and Net Zero Plans in Australia’s Mining Industry 13



New projects and expansions in coal and oil and gas

The UN and the IEA, together with a number
of other agencies and institutions, have
repeatedly said that new coal, oil and gas
projects are not consistent with the concept
of net zero by 2050.50

Despite this, every one of the companies
audited has plans for new projects, project
expansions or exploration. Moreover, several
of the companies rely on the IEA scenarios to
justify the new projects, noting that the
projected decline in existing customer
markets is offset by the expansion of new
markets such as Southeast Asia.5"

The reliance on, and expansion and
development of coal, oil and gas projects is
clearly inconsistent with the aim to reach Net
Zero emissions by 2050. This, coupled with
the longstanding limitations to technology
required to remove the carbon emissions from
the atmosphere resulting from the projects
means it is uncertain whether Net Zero
targets can be met and calls into question the
credibility of the forward looking Net Zero
claims.

Whitehaven state that “the use of fossil fuels
continues to increase, driven by population
growth and urbanisation.” Accordingly,
Whitehaven is of the view that the energy
transition must occur in an orderly way so as
not to disenfranchise developing economies
or deny access to energy for those still living
without access to electricity or in a state of
profound energy insecurity. Whitehaven
relies on the UN Development Goals to
support its position. In further justifying its
continued coal production Whitehaven relies
on the IEA’s STEPS projection that declining
demand for coal in developed countries is to
be replaced by increased demand for coal in
developing countries.

The UNHLEG Report?2 states:

Non-state actors cannot claim to be
Net Zero while continuing to build or

invest in new fossil tuel supply.

14 Unearthing the Truth



Summary of new coal/gas/oil projects & expansions in Australia

Comban New projects Planned
pany / exploration expansions
) ﬁgg gas Surat Basin
. Gorgon and Bowen
; Basin (JV)
55
Shell Projectand | . North West
gas field Shelf .
V) extension (JV)
« Gorgon
Project and
Jansz-lo
Chevron gas field gﬁg? West
1256
Australia . E\]Jc;/r)thern extension (JV)
Carnavon
Basin
¢ Carnarvon
BP Basin (JV) North West
Australia5? « Browse Shelf
ustrafia developme extension (JV)
nt (JV)
¢ West
New Hope*®8 Muswelbro- gfawsgland
ok Project 9
Centennial * Inglenook Angus Place
CoalS° Project West
Middlemount
Coal Mine -
*« Moolarben, Southern
MTW and Open Cut
Yancoal®! HVO Extension
* Ashton- Project®4
Ravenswort Hunter Valley
h63 Operations
Continuation
Project (JV)%°
Vickery
¢ Blackwater E);tﬁgglrcim
Whitehaven i:i):g;?coal Underground
66 expansion

*  Winchester

South®8

Werris Creek
Mine
expansion

Company New projects Planned
/ exploration expansions
Mangoola
Coal
expansion
e Valeria Hunter Valley
mine (under Operations
Glencore’ review) Continuation
« Wandoan Project (JV)™
Coal Project Ulan Coal
Continued
Operations
Project?2
Peak Downs
Mine
Continuation
» Saraji East Project (JV)™
Mining Mt Arthur
BHP Lease expansion’®
Project™ Caval Ridge
Mine Horse
Pit
Extension’®
 sasme |7 Qopinine
South3277 surveys Lease Mining
conducted 78
Project
Newcrest”® « Havieron
¢ Exploration
activitiesin
the
Western
Fortescue®® Hub,
Solomon
Hub and
Eastern
Hamersley
Western
Range iron ore
project in the
Rio Tinto®' Pilbara WA
(Jv)
Gudai-Darri

iron ore mine
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Scenario shopping

Emissions scenarios are used to assist in
climate change analysis for the assessment of
impacts, adaptation and mitigation.83

The most widely recognised emissions
scenarios are the Intergovernmental Panel on
Climate Change (IPCC) which sets out the
Representative  Concentration Pathways
(RCPs), four pathways that describe different
levels of greenhouse gases that might occur in
the future.®4

Additionally, the International Energy Agency
(IEA) has developed the Net Zero Emissions
by 2050 Scenario (NZE) which it describes as
a “normative scenario that shows a pathway
for the global energy sector to achieve Net
Zero CO2 emissions by 2050."85

The audits have revealed that there appears
to be a practice of “scenario shopping” to
justify approaches to emissions reduction or
give credibility to statements made in Climate
or ESG reports. Further, where the recognised
IPCC and IEA scenarios are deemed
inappropriate, companies have developed
their own.

Scenario shopping results in myriad of
approaches taken by companies to justify
their approach to emission reduction goals,
ambitions, aims, aspirations or targets. It also
results in a lack of consistency or certainty in
actual emission reductions. Further, it has the
potential to mislead consumers about the
attainability of actual emissions reductions
claimed by the relevant company.

16 Unearthing the Truth

Glencores6

‘Scenarios are not forecasts of future demand
and therefore the scenarios developed by the
IPCC and IEA are among several inputs into
our climate strategy and are not in-and-of
themselves determinative of our strategy. For
instance, if the world is unable to deliver
sufficient renewable energy and CCS
capacity within the relevant timeframe, we
foresee a potential role for unabated thermal
coal for electricity generation beyond 2040.
Therefore, and in support of our strategy of a
managed decline of our global coal portfolio,
we are developing our own approach to
abatement beyond 2040, which may include
using offsets, as well as CCS. We
acknowledge that this does not directly align
with the IEA NZE phase out of unabated
thermal coal for electricity generation. If and
while there is demand for coal, and it is
economic to do so, we plan to continue to
operate our mines to the end of their
economic life and in accordance with our
climate commitments, which include not
exceeding our 150 million tonnes per annum
consolidated production cap.’

Shell®?

Shell states that there is no established
standard for aligning an energy supplier’s
decarbonisation targets with the temperature
limit goal of the Paris Agreement. In the
absence of a broadly accepted standard,
Shell has developed its own approach for
demonstrating Paris alignment by setting
carbon intensity targets with a pathway
derived from the IPCC SR1.5 scenario.

Chevrongé

‘We believe the likelihood of the IEA’'s NZE
2050 scenario is remote. It is not reflective of
any realistic current projections, especially in
terms of global cooperation with regard to
the adoption of effective global policies that
would transform the global energy mix so
dramatically by 2050 ... Therefore, we do not
rely on the NZE 2050 scenario for our
business planning.’
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Use of different terminology to define boundaries for GHG

reporting

While seemingly innocuous, the difference in
the terminology can be significant.

Emission intensity is the volume of emissions
produced against another relevant unit, such
as emissions per unit of output or dollar
generated.®® When relying on emission
intensity, if production or dollars generated
grows then so do emissions.

Absolute emissions reduction is the reduction
of the physical amount of greenhouse gases
emitted into the atmosphere over time.®° Net
emissions contemplate the balance between
greenhouse gas emissions produced and
greenhouse gas emissions taken out of the
atmosphere.? Operational emissions are
those emissions from sites operated by the
relevant company. Where there are joint
ventures, those emissions may be allocated
between the respective companies.

Equity emissions are those emissions from
operations and assets attributable to a
company based on its share of equity of the
operation. It is argued that this is perhaps the
simplest and most straightforward accounting
method.?2 Under the control approach, a
company accounts for the emissions from
operations over which it has control or
operates. This does not include emissions
from operations it has a financial stake in but
does not control.

The inconsistency of terminology makes it
difficult to understand whether emissions are
being reduced to meet Net Zero targets. It
also makes it difficult for consumers to
compare the environmental performance of
different companies.

The UNHLEG Report?3 states:

Non-state actors cannot focus on
reducing the intensity of their
emissions rather than their absolute
emissions or tackling only a part of
their emissions rather than their full
value chain (scopes 1, 2 and 3).

Case studies

BHP defines Net Zero to include the use of
carbon offsets as required.®* Whitehaven’s
emissions are reported in operational and
intensity emissions per Run of Mine coal.
Newcrest reports its Scope 1 and 2 emissions
in intensity per tonne of ore milled.

As outlined above, there is no consistency in
the reporting of emissions. The audited
companies use a variety of approaches to
account for and define their emission
boundaries. Reporting refers to emissions
intensity, carbon intensity, absolute
emissions, operated (or operational) and non-
operated (or non-operational) emissions (both
in equity share and gross), net emissions, net
equity, equity emissions or actual emissions
intensity and real zero. Some companies use a
variety of approaches within their emissions
reporting.

The wide variety of ways used to define
emission boundaries, report and account for
emissions makes it extremely difficult for
consumers to understand and compare the
true position of environmental performance of
these companies. The use of a variety of
approaches within their emissions reporting
can lead to a distortion of the true position
and can be potentially misleading.

Assessing Climate Related Claims and Net Zero Plans in Australia’s Mining Industry 17
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Reliance on fossil gas

Fossil gas is mostly comprised of methane,
significant quantities of which are released
into the atmosphere at every point along the
gas supply chain.

In addition to greenhouse gas emissions
associated with extraction and production of
gas, the combustion of fossil gas to produce
energy releases significant quantities of
greenhouse gases. When accounting for
fugitive emissions during extraction,
processing and transport, gas has significant
greenhouse gas emissions.®’

According to a report by Climate Analytics,
data from the National Energy Market
demonstrates that average greenhouse gas
emissions per unit of gas generation in
Australia is 61% that of coal.%8

18 Unearthing the Truth

South32 are relying on the conversion of its
Alumina coal-fired boiler to natural gas as part
of its transition plan.®®

Chevron Australia’s Managing Director Mark
Hatfield is quoted as saying:

“The gas we produce is used in the
electricity that powers homes and
businesses, and supports  key
industries like mining, minerals
processing and manufacturing, which
is why we are pleased to have the
confidence to increase domestic gas
capacity from the Wheatstone Project
on an ongoing basis.”100

The reliance on natural gas by the companies
the subject of the audit undermines the
credibility of their Net Zero commitments.
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Reliance on hydrogen

Green hydrogen produces no greenhouse gas
emissions, as it is made by using clean energy
to split water into hydrogen and oxygen.'0!
While green hydrogen may be clean,'92 there
is significant uncertainty about when and to
what extent it may be commercially viable.103

Blue hydrogen is produced mainly from fossil
gas, using a process called steam reforming.
While the main product is hydrogen, carbon
dioxide is also produced.* Blue hydrogen
relies on the use of carbon capture and
storage to trap and store the carbon dioxide
that is produced.'%5 Approximately 10-20% of
the generated carbon cannot be captured.96

Grey hydrogen is created from fossil gas, or
methane, using steam methane reformation
without capturing the greenhouse gases
made in the process. The process is the same
as blue hydrogen without the use of carbon
capture and storage.'%7

Reliance on Hydrogen

; ~l——
B.5
| =

Blue ar Grey Hydrogen

Green Hydrogen

This is concerning as blue and grey hydrogen
rely on CCS to capture greenhouse gas
emissions generated during hydrogen
production. The issues with CCS and CCUS
are discussed above. Relying on blue and grey
hydrogen for transition plans raises concerns
as to their credibility and the ability of the
companies to meet their Net Zero
commitments.

Assessing Climate Related Clai
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Lobbying and advocacy

BHP and Rio Tinto appear to have ignored or
not identified substantial evidence of detailed
and ongoing lobbying activities from groups of
which they are members, that runs counter to
Paris aligned climate policy.'0?

In a recent hearing before the Select
Committee on the Cost of Living,
representatives from Shell, and others,
provided evidence stressing the need for the
development of new fossil gas supplies to
alleviate the prevailing cost of living crisis.!0

The CEO of the peak industry body, the
Australian Petroleum Production and
Exploration Association, was also present. At
the hearing, the companies and industry body
stressed the importance of increasing its
products to alleviate the cost of living for
Australians."

The public facing claims must align with the
lobbying and advocacy that the companies
either directly or indirectly participate in.
Based on the above summary, it cannot be
said that, overall, this is being achieved.

climate action and demonstrated results.8

20 Unearthing the Truth
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Uncertainty

Whitehaven12

Whitehaven notes that “there is no coordinated
global agreement seeking to achieve Net Zero
emissions by 2050” and that “the Net Zero
commitments of some countries are not a
commitment to no emissions.”"3  Whitehaven
recognises that Australia will eventually
introduce legislative and regulatory
mechanisms that would require it to reduce
operational emissions and before establishing a
target, it will analyse a range of internal and
external factors and impacts of the new
Safeguard Mechanism regulation.

South32'4

South32 states that while it is committed to the
goals of the Paris Agreement, current global
signposts continue to point towards a probable
trajectory of at least 2 degrees of warming
which forms its base case for global transition
to a low carbon world."5

Glencore'1®

While Glencore is committed to managing a
decline of its coal business to meet its targets,
it has not committed to doing so in line with a
particular scenario or pathway due to the
uncertainty inherent in global efforts to
progress toward the energy transition.
Glencore states that if the world is unable to
deliver sufficient renewable energy and CCS
capacity within the relevant timeframe, there is
a potential for unabated thermal coal for
electricity generation beyond 2040. Glencore
refers to the “uncertainty inherent in global
efforts to progress toward the energy
transition” as the basis for developing its own
approach to abatement beyond 2040.

Most of the audited companies refer to the
lack of certainty around regulation, reporting
requirements and emissions reduction
requirements or the global trajectory to justify
their inaction.

While the audited companies have largely
made Net Zero commitments, there is
significant reliance on global uncertainty, and
policy uncertainty within Australia to justify
inaction to make Net Zero commitments or to
act on their purported commitments. This
inaction contradicts the commitments made,
which  could therefore be considered
greenwashing.

decarbonisation, all but one of
the companies are relying on
CCS/CCUS or nature-based
cither expansions or new
project approvals or are
seeking new approvals. All
deforestation or other
environmentally destructive
activities by virtue of the fact
they are mining companies. An
analysis of the criteria above

against the reported practices
of the companies brings into

question the credibility of all

Net Zero commitments.
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> Physical risk to the business

In the Commonwealth Treasury’s consultation
paper on climate-related financial disclosure,

it observed that: Bl sy femifing

Climate  change is  recognised Company physical risks to the
internationally as a material risk to the
global financial system - a risk which
needs to be managed by capital
markets, regulators and corporations.

business from
climate change?

This includes both the physical risks of

climate change and the transition risks Shell 19

associated with policy, regulatory and

technological change brought on by Chevron Australia 120

efforts to mitigate climate change.'"”
Physical risk resulting from climate change BP Australia 121
can present a material risk to a business. It
includes both longer-term changes in climate New Hope 122
(chronic risk) as well as changes to the
frequency and magnitude of extreme weather .
events (acute risk), which cause direct e L x 123
damage to assets or property, changes to
income and costs, and changes to the cost Yancoal J 124
and availability of insurance.’®
Climate-related physical risks have financial Whitehaven J 125
implications for companies including reduced
revenue from decreased production capacity Glencore J 126
due to interruptions in the supply chain or
access to operations being cut, increased BHP J 127
operating costs because of inadequate water
supply and.rec.iuced revenue and higher costs South32 128
from negative impacts on the workforce.
This table is a summary of those identified Newcrest J 129
companies which have included physical risk
to the business in their reporting or

Fortescue J 130
prospectuses.
Rio Tinto J 131
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The most frequently identified risks include Case studies
extreme weather with increased frequency
and severity, extreme heat, more intense
rainfall events with resulting flooding, extreme
drought and water scarcity, rising sea levels
and more frequent storm surges, more
frequent cyclones and more severe and
frequent fires.

ASIC considers that disclosing and managing
climate-related risk is a “key director
responsibility,”34 and that “directors and
officers of listed companies need to
understand and continually reassess existing
and emerging risks that may be applicable to
the company’s business, including physical
and transitional climate risk.”’35 Further work
needs to be done to ensure consumers and
investors are aware of the potential climate-
related risks to the companies they are
investing in.
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Potential greenwashing in
environmental statements, claims and
use of terms

There is growing awareness of the issues associated with potential greenwashing.'36

To determine whether the identified companies may have made claims that could be
considered greenwashing, a sweep of their websites, social media, prospectus,
product disclosure statements and market statements was undertaken. Case studies
have been used to discuss examples found during the sweep.

Case study - Glencore
Glencore’s website declares that it is ‘Supporting the transition to a low-carbon economy.’37

Glencore publicly claims ‘We are committed to responsibly managing the decline of our coal
portfolio in line with our Scope 1, 2 and 3 emissions reduction targets, a 15% reduction by the
end of 2026 and a 50% reduction by the end of 2035 against a 2019 baseline, with a longer-term
ambition of achieving net zero emissions by the end of 2050.’138

Glencore operates 17 coal mines in Australia, making it Australia’s largest coal producer and
biggest contributor to emissions from coal mining. Glencore is currently assessing a number of
projects to enable existing operations to continue and to develop new coal resources, expanding
its coal production.'3®

The expansion of its mining operations in contrary to its net zero claims and may therefore
amount to harmful greenwashing.

Case study - New Hope

New Hope’s website claims: * We strive to operate responsibly and to transparently disclose our
sustainability impacts and metrics that underpin our social licence to operate.’

New Hope claims ‘During the transition to a net zero carbon economy, we will be a responsible
operator of our business and assets by developing opportunities to reduce carbon emissions for
our ongoing operations where reduction outcomes are within our control, economically viable,
and responsive to evolving policy, regulation and stakeholder expectations.’4°

New Hope operates four large coal mines in Australia. New Hope’s objective is to ‘increase
Australian production through existing resource development, new resource exploration and
acquisitions.”#! Its current mining operations are ‘complemented by investment in an extensive
exploration program.’'42

New Hope’s exploration and expansion plans are contrary to its claims of operating responsibly,
potentially amounting to greenwashing.
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) Conclusion

While the companies in the mining industry acknowledge their role in the transition to Net Zero,
significantly more needs to be done to reduce Scope 3 emissions. Given the sector’s contribution
to greenhouse gas emission, there needs to be clear, transparent reporting of actual emissions
that can be compared across the sectors to enable consumers to compare environmental
performance. There needs to be accountability for the large contributions to greenhouse gas
emissions these companies have and, in particular, their Scope 3 emissions. These companies
cannot rely on global uncertainty to justify inaction, nor can they rely on consumers of their
products to abate Scope 3 emissions.

The Clean Energy Finance Corporation points out:43

“The energy transition presents a fantastic opportunity for proactive mining companies to
establish competitive advantage. By decarbonising their operations, Australian mining
producers can align financial profitability with sustainability to position themselves as
market leaders.”

As the IEA states:'4

he gap between rhetoric and action needs to close

if we are to have a fighting chance of reaching Net

Zecro by 2050 and limiting the rise in global
temperatures to 1.5 degrees.
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) Appendix A

What is a credible Net Zero plan?

Achieving “Net Zero” is the process in which
greenhouse gas emissions are cut as close to
zero as possible and any remaining emissions
are re-absorbed from the atmosphere to
ensure that anthropogenic  emissions
produced do not exceed emissions taken out
of the atmosphere.'> The Net Zero by 2050
target was set with an aim of limiting global
warming to below 1.5°C and then maintaining
that temperature so as to avoid wide-scale,
irreversible environmental harm. As of 2022,
Net Zero pledges cover over 91% of the global
economy, an increase from 68% in 2021.146

A recent report by the United Nations High
Level Expert Group on the Net Zero
Commitments of Non-State Entities (UNHLEG
Report) was developed with the specific aim
of preventing the concept of “Net Zero” from
being undermined by false claims, ambiguity
and greenwashing.” It outlines specific
recommendations for providing a credible Net
Zero plan, sometimes referred to as a
transition plan. The report suggests that Net
Zero claims should address the full lifecycle of
a product or process, that is scope 1, 2 and 3
emissions. It also recommends that
companies should have short term science-
based targets to support the long-term
pledges. Plans should also show how the
company intends to transition away from
fossil fuels and should align their external
policy and engagement efforts with their
goals.

We have used this report to assess the
credibility of Net Zero claims within the mining
industry, and to highlight where they may be
potentially misleading under the Australian
Consumer Law or the Corporations Act.48
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Scope 1,2 and 3 emissions

The Australian Government Clean Energy
Regulator defines Scope 1, 2 and 3 emissions
as follows:49

e Scope 1: Emissions released into the
atmosphere as a direct result of an activity
or series of activities at a facility level. They
are sometimes referred to as direct
emissions.

e Scope 2: Emissions released to the
atmosphere from the indirect consumption
of an energy commodity. These are
sometimes referred to as ‘indirect
emissions’ which come from the use of
electricity produced by the burning of fossil
fuels in another facility.

e Scope 3: These are indirect emissions,
other than Scope 2, that are generated in
the wider economy. They result from the
activities of a facility but from sources not
owned or controlled by that facility's
business.



) Appendix B

What is greenwashing?

The increased awareness of the impacts of
greenhouse gas emissions on climate change
is leading to a global transition to a Net Zero
economy. Consumers are increasingly
interested in purchasing sustainable or
environmentally friendly products which will
assist in the reduction of greenhouse gas
emissions.

Companies, in an endeavour to increase their
market share in this space, are publishing
environmental and sustainability claims in
relation to their business and products. Claims
may be product specific, where they appear
on websites, advertisements or social media;
company-wide claims, appearing on websites
or in reporting documents or corporate social
responsibility documents; or claims using
logos and symbols (such as certification
trademarks) which can appear on websites or
advertising.

Concerns arise where the claims made by
businesses may be false, misleading, or have
no reasonable basis. This is often known as
‘greenwashing’.’® Misleading climate claims,
or greenwashing, is subject to the laws of
misleading or deceptive conduct.’’

Greenwashing and environmental claims

The ACCC, in its draft guidance, has identified
eight principles to help companies comply
with their obligations under the Australian
Consumer Law in relation to environmental
and sustainability claims.'® These include:
make accurate and truthful claims; have
evidence to back up the claims; don’t leave
out or hide important information; explain any
conditions or qualifications on the claims;

avoid broad and unqualified claims; use clear
and easy-to-understand language; visual
elements should not give the wrong
impression; and be direct and open about your
sustainability transition.13

One of ASIC’s priorities for 2023 includes
enforcement action on greenwashing.®* ASIC
are increasingly taking regulatory action on
company’s misleading statements to promote
fair and transparent markets.’® ASIC wants
to ensure that retail investors and financial
consumers are well informed and not misled
about the 'green credentials’ of investments
and listed companies.’™ ASIC is focusing on
Net Zero statements and targets and claims of
decarbonisation that do not appear to have a
reasonable basis or are factually incorrect.'®?
Further, the use of terms such as ’carbon
neutral’, 'clean’ or 'green’ have been reviewed
to ensure there is a reasonable basis for the
claim. These statements, targets, claims and
terms were used across prospectuses,
websites, product disclosure statements, and
market announcements.%8

In recognition of the increased use of
environmental claims in advertising, the
Australian Association of National Advertisers
and Ad Standards have adopted the
Environmental Claims Code (the Code). The
Code assists advertisers to fulfil their
obligation to be truthful in their claims and not
mislead or deceive consumers about the
environmental benefits of their products and
services. The Code sets out the three key
elements advertising must meet as a truthful,
factual presentation; a genuine benefit to the
environment; and must be able to be
substantiated and verifiable.5°
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119. Physical effects of climate change identified

include: increases in temperature and sea levels
and fluctuations in water levels. There are broad
considerations in relation to rising concerns about
climate change and the effects of the energy
transition on the business: Shell, Strategic Report -
Risk Factors (Web Page, 2022)

<

>. There is an exceptionally
detailed outline of the climate risk management
strategy without much detail on what the actual
physical risks are: Shell, Our Journey to Achieving
Net Zero - Climate Risk Management (Web Page,
2022) <

>. Note 4 - climate change and
energy transition again describe how Shell
considers climate related impacts however little
detail is provided as what physical risks Shell
identifies: Shell, Consolidated Financial Statements
- Notes: Climate Change and Energy Transition
(Web Page, 2022)
<

>. Potential acute climate related
physical risks are identified as flooding and
droughts, wildfires and more severe tropical
storms, while chronic risks include rising
temperatures and rising sea levels. Shell notes
that it has performed a limited analysis
addressing a range of typical climate features for a
select group of assets as it is an emerging area of
risk assessment.

120.References made in the climate change resilience

121.

report however not an in-depth analysis: Chevron
Corporation, Climate Change Resilience Report
(Report, 2023) <

>.

Inits 2022 Annual Report BP Australia briefly
refers to physical risks at pages 53, 57. Risks such
as extreme weather, flooding, extreme
precipitation, temperatures and sea level rise,
water scarcity: BP, Annual Report and Form 20-F
2022 (Report, 2022)

<
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119. Referred to without analysis in the Annual Report:

New Hope Group, Annual Report 2023 (Report,
2023) 60 <

>.

120.While Centennial support the TCFD

121.

recommendations, it is preparing to report under
the framework in 2023. An internal TCFD working
group will be established comprising key internal
stakeholders. Reference is made to identifying and
assessing climate-related risk being embedded in
the enterprise-wide risk management framework,
with most significant risks reviewed annually. In
2021 Centennial and Banpu assessed climate risk
and opportunities using TCFD and identified
change in precipitation patterns and change in
frequency and severity of natural disasters:
Centennial Coal, Centennial 2021 Sustainability
Report (Report, November 2022) 13

<

>

Physical Risks are identified in the 2022 Annual
Report to include (but are not limited to) extreme
weather events, fires, access to water, power
supply, damage to assets and indirect impacts
from supply chain disruption: Yancoal, Annual
Report 2022 (Report, 2022) 146

<

122.Yancoal discuss the impacts of the weather

patterns on production, business cost and mine
site environmental compliance issues Yancoal,
Annual Report 2022 (Report, 2022) 4

<

123. While Centennial support the TCFD

recommendations, it is preparing to report under
the framework in 2023. An internal TCFD working
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stakeholders. Reference is made to identifying and
assessing climate-related risk being embedded in
the enterprise-wide risk management framework,
with most significant risks reviewed annually. In
2021 Centennial and Banpu assessed climate risk
and opportunities using TCFD and identified
change in precipitation patterns and change in
frequency and severity of natural disasters:
Centennial Coal, Centennial 2021 Sustainability
Report (Report, November 2022) 13
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124.Physical Risks are identified in the 2022 Annual

Report to include (but are not limited to) extreme
weather events, fires, access to water, power
supply, damage to assets and indirect impacts
from supply chain disruption: Yancoal, Annual
Report 2022 (Report, 2022) 146
<

>,
Yancoal discuss the impacts of the weather
patterns on production, business cost and mine
site environmental compliance issues Yancoal,
Annual Report 2022 (Report, 2022) 4
<

>,

125. Whitehaven claim to be one of the first companies

to report in accordance with the TCFD. Physical
climate risks are acknowledged in both its 2022
Annual Report and 2022 Sustainability Report.
Identified risks include increased severity and
frequency of weather events such as cyclones,
hurricanes, droughts or floods, sustained higher
temperatures, sea level rise and chronic heat
waves: Whitehaven Coal, Whitehaven Coal
Sustainability Report 2022 (Report, September
2022) 33 <

>. Whitehaven rely
on |IEA’s Stated Policies Scenario (STEPS) and
Sustainable Development Scenario (SDS) for
modelling resilience. Whitehaven refers
throughout its Annual Report to flood impacts and
winds and swell on the productivity of its business
to FY22: Whitehaven, Annual Report 2022 (Report,
2022)
<

>

126.Glencore support the TCFD and accordingly
include climate related physical risk reporting in its
Annual Report. Glencore identifies: extreme
weather events and water-related risks such as
flooding or water scarcity. Potential impacts on the
group include: loss of life, significant
environmental damage, or social impacts on
livelihoods arising from such an event may have
significant negative impacts on reputation.
Suspension of production arising from an event for
an extended period could have a significant
impact. Production may be reduced or may have to
cease or require greater infrastructure spending
for the inclusion of new design standards:
Glencore, Annual Report 2022 (Report, 2022) 101

< >, (cont.)

126. (cont.) Physical impacts are mentioned briefly in

127.

the Climate Change Report 2021: Glencore,
Climate Change Report 2021 (Report, 2021) 11
< >,

BHP’s sustainability page notes that its operations
are exposed to physical climate related risk which
may be exacerbated by climate change. Asset-
level impact evaluations have identified flooding of
mine and/or key production infrastructure due to
extreme precipitation; disruption and/or damage
to port and coastal infrastructure and operations
due to higher sea levels, cyclones, storm surge
and changes in marine ecosystems; disruption
and/or damage to electrical infrastructure due to
extreme temperatures; disruption and/or damage
to water supply infrastructure due to extreme
precipitation or flooding; workforce health and
safety incidents due to extreme events such as
heat. Impacts on value chain such as the delivery
and storage of critical production inputs and
supplies and ability to get products to market: BHP
Group Limited, Physical Climate-related Risk and
Adaptation (Web Page)

<

>,

128. Refer to climate related physical risk and nature-

related risk. High level themes identified relate to
land and terrain, physical assets and
infrastructure, water and transport routes. No real
analysis: South32 Limited, Climate Change Action
Plan 2022 (Report, 2022) 74
<

>,

129. Continued to develop the work plan to assess and

validate physical climate change risks, including
disclosures aligned to TCFD, as reported in:
Newcrest, Sustainability Report 2021 (Report,
November 2021)
<

>. Climate
related physical risks identified as changing
rainfall patterns, affecting both average rainfall
and seasonality factors could impact water
availability, warming temperatures that lead to
more extreme heat days and heat stress could
affect health and safety concerns and change
energy demands, changes to the intensity and
frequency of extreme events such as tropical
cyclones and storm surges which could affect
safety, production and logistics. (cont.)
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129.(cont.) Newcrest, Sustainability Report 2022
(Report, November 2022) 46
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>; Newcrest
Mining Limited, Annual Report 2022 (Report,
November 2022)
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Intrinsic physical risks were identified for
Newcrest's operating sites: Cadia - water scarcity,
flood, extreme heat, heat stress, wildfire and wind;
Telfer - water scarcity, flood, extreme heat, heat
stress, wildfire, wind and cyclones; Red Chris -
water scarcity, flood, wildfire, wind and extreme
cold; and Lihir - water scarcity, flood, extreme
heat, heat stress, wind and sea level rise:
Newcrest Mining Limited, Annual Report 2022
(Report, November 2022) 80

<

130.Fortescue’s Pilbara operations will be directly
impacted by an increase in the intensity of
extreme heat, rain, drought and water scarcity.
Extreme heat can lead to heat stress and exposure
to dangerous heat-humidity levels, while reduced
aquifer recharge and water availability could
impact ore beneficiation and dust suppression.
Additionally, cyclones, flooding events, sea level
rise and storm surge events could affect
Fortescue’s value chain. These events could also
damage ports, make critical transport routes
inaccessible and cause power outages. Risk was
assessed on a number of emission scenarios,
1.50C, 20C to 30C and over 40C by 2100:
Fortescue Metals Group, FY23 Climate Change
Report (Report, 2023) 31-32
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131. Rio Tinto has established a framework to quantify
physical climate risk for assets and product
groups. The physical climate risk and resilience
assessments consider a plausible high-emissions
future equivalent to +40C by 2100: Rio Tinto
Group, Climate Change Report 2022 30 (Report)
<

>. Testing of each site and
closure plans are considered. Changes in tropical
cyclone activity, extreme precipitation, flooding,
extreme heat and sea level rise have been
identified are potential to have impacts on damage
to critical coastal infrastructure, inability and or
interruption of exporting product, increased
vulnerability of people and communities. (cont.)
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131. (cont.) Projected changes in winter precipitation
and increased temperatures could result in more
frequent floodgate operations causing damage to
critical dam infrastructure while decreased rain in
summer together with increase in temperatures
could increase forest fires, limiting access to
hydropower plants causing power shortages.
Lower precipitation and higher temperatures
could also lead to lower water levels causing lower
water flows through hydropower plants reducing
output and production loss. Modelling for tailings
dams is carried out on a site-by-site basis to
identify and quantify credible failure modes and
for analysis of physical risk, short term is defined
as 2030, medium term as 2050 and long term as
2100: Rio Tinto Group, Climate Change Report
2022 6, 28-31 (Report)
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