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Climate change brings with it risks and
opportunities. We will continue to track
these risks and opportunities in line with
our mission to grow, manage and protect
our members retirement income.

We continue to focus on developing
opportunities within our existing assets
that deliver a better investment outcome
for our members as well as helping
manage climate change risks. Just as our
investee company Vopak Terminal
Eemshaven was awarded winner of the
Biggest Commitment to Environmental
Protection last year, we see opportunities
to continue to enhance sustainability
across our investments. For instance, we
are currently focussed on enhancing the
NABERS Energy and Water ratings for our
property assets to minimum 4.5 stars.

Lachlan Baird
Chief Executive Officer

Lachlan Baird
Chief Executive Officer
Prime Super

Engagement

Prime Super will continue to monitor
climate risks and also consider investment
opportunities presented by the transition
to a low carbon global economy (transition
risk), including the changing global energy
mix and opportunities in alternative energy
sources.

Physical risks

option, allowing our members to more
clearly reflect their social and
environmental values in their
superannuation investments.

In 2020, Prime Super engaged two climate
data experts to undertake detailed
analysis on our investment portfolio –
Sustainalytics, to assess the carbon
emissions aspects of our equity
investments, and Four Twenty Seven to
assess the physical risk of our
infrastructure and property assets.
Prime Super have long integrated
sustainability as part of our investment
processes and the environmental
credentials of our investments were
highlighted in this independent analysis.

More generally, we maintain consistent
dialogue with our investee companies on
environmental, social and governance
(ESG) matters, supporting continued
implementation of targeted environmental
enhancements across the portfolio to
reduce carbon emissions and ensure
physical robustness against the changing
climate. Physical climate risk assessment
will form part of the due diligence process
for all future assets, ensuring the
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Welcome to our first climate change risk report where we
explain how our members’ super is exposed to climate risks
and opportunities. Prime Super is committed to investing
over the long term and creating a better future for our
members. Climate change will have significant impacts on
our environment and broad ranging implications for
communities and economies, and this means climate change
will also have an impact on our members’ long-term
investment returns in the decades to come.
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Climate risks

What are
climate risks?
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Carbon pricing and
reporting obligations

Substitution of existing products
and services with lower
emissions options

Exposure to litigation

Unsuccessful investment in
new technologies

Transition risks

Technology

In 2020, Prime Super,
in conjunction with
our asset consultant
Whitehelm Capital,
engaged two
independent climate
risk experts to help
us understand our
transition and physical
risks across all our
investments.

Climate risks

Policy & Legal

Foreword

Transition risks

Physical risks

Market

Reputation

Changing consumer preferences

Carbon pricing and
reporting obligations
Exposure to litigation

Stigmatisation of a sector

sustainalytics.com

Physical risks

Four Twenty Seven, an affiliate of
Moody’s Corporation, is a leading
publisher and provider of data,
market intelligence and analysis
related to physical climate and
environmental risks.

Acute

Chronic

Impact of event-driven risks,
including increased severity of
extreme weather events such as
cyclones, hurricanes or floods.

Impact of longer term shifts in
climate patterns, including sustained
higher temperatures, that may cause
sea level rise or chronic heat waves.

Source: The Task Force on Climate Related Financial Disclosures.
Sustainalytics Australia Pty Ltd (ABN 37 607 393 028)

Using Sustainalytics’ carbon
research, Prime Super conducted
an assessment on our listed equities
portfolio to better understand our
carbon transition risks.

SRI Option

Increased stakeholder concern/
negative feedback

Engagement

Sustainalytics is a global leader in ESG
and Corporate Governance research
and ratings.

Prime Super asked Four Twenty
Seven to undertake a physical risk
assessment of our property and
infrastructure assets.
427mt.com

whitehelmcapital.com

Whitehelm Capital Pty Ltd (ACN 008 636 717, AFSL 244434)

Prime Super
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Transition risk
on listed equities
Prime Super’s listed equity portfolio is less carbon intensive
than industry benchmarks

7% less carbon
intensive than
the aggregated
benchmark as at
31 December 2019.

Carbon Intensity
Scope 1 and 2 intensity in tCO2e/Mil (USD)

194.6

Prime Super listed equities

210.2

Benchmark exposure

0

Inclusive of Australian equities,
developed overseas markets and
emerging markets.

50

100

150

200

250

Benchmark is the S&P ASX 300, MSCI World ex. Australia and MSCI Emerging markets indices aggregated as at 31 December 2019

Prime Super’s listed equity portfolio has less fossil fuel
exposure than industry benchmarks

Our equity
portfolio has a
lower exposure
to fossil fuels in our
equity portfolio
compared to
the aggregated
benchmark.

Fossil fuel exposure
(%)

11.1

Prime Super exposure – listed equities

13.7

Benchmark exposure
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Benchmark is the S&P ASX 300, MSCI World ex. Australia and MSCI Emerging markets indices aggregated as at 31 December 2019

Carbon Risk Rating quantifies the company’s exposure and
management of material carbon issues in its own operations
as well as its products and services

Overall, the
portfolio falls
into the medium
carbon risk
category, and has
2% lower carbon
risk than the
benchmark.

Carbon risk rating
Score

10.1

Prime Super

10.3

Benchmark exposure
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Benchmark is the S&P ASX 300, MSCI World ex. Australia and MSCI Emerging markets indices aggregated as at 31 December 2019
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313 Adelaide Street,
Brisbane

Climate risks

Prime Super acquired a 100%
stake in 313 Adelaide Street in
December 2019. The building
has a 5 star NABERS Energy
Rating and 4 star NABERS Water
Rating.

Transition risks

NABERS Energy Rating
measures the efficiency of an
office building and compares
the energy consumption of
a building against a set of
benchmarks that have been
developed using actual data.

Physical risks

NABERS Water Rating looks at
the amount of water used and
recycled in a building.

Engagement
SRI Option

Prime Super
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Physical risks
on real assets
Prime Super engaged Four Twenty Seven to carry out an analysis of the physical risks
of climate change of our real asset portfolio. Four Twenty Seven undertook 425 risk
assessments for Prime Super across 85 locations, considering our portfolio in terms of
the following five climate hazards:

Heat stress

Water stress

Floods

Cyclones,
Hurricanes &
typhoons

Sea level rise

Climate risks were assessed for the decade 2030-2040, underpinned by the RCP 8.5 climate scenario or business as usual.
As shown in Figure 1 and Figure 2 below, 8% of our locations were classified as Red Flag and a further 16% was assessed as High Risk.

Figure 1: Risk assessments by climate risk attributes

For the locations
assessed as higher risk,
we took the analysis to
our investee company
boards and management
to discuss what
mitigation strategies
were already in place as
well as future plans.

76% of our locations
were assessed as
having no exposure,
low or medium risk to
the five climate
hazards for the
decade 2030-2040.

Importantly, the
physical risk analysis did
not take into account
any existing
protections, instead
basing the risk
assessment solely on
the asset type and
geographic location.
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Our finding was that
there were no urgent
physical climate risks
that required
immediate action.
Further the physical
risk assessment did not
change our investment
strategy for any of our
real assets.

Some of the risk
assessments were not
considered relevant for
particular assets. For
instance, water stress is
not a key risk for an asset
that does not require
water for its operations.

Foreword

Prime Super’s real assets
portfolio is most exposed
to water stress, reflecting
the high number of assets
located in Australia, a hot
dry continent forecast to
become more so.

Climate risks
Transition risks
Physical risks
Engagement

Location of Prime Super’s real assets

SRI Option

Prime Super
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Physical risks

Physical risks
on real assets
(continued)
Physical risk mitigation
Prime Super, in conjunction with our investment adviser, asset
managers and company management, used the raw data provided
by Four Twenty Seven to analyse whether any of the red flag
or high risks identified had not yet been mitigated by asset
management initiatives.
Our finding was that there were no urgent physical climate
risks that required immediate action. Further the physical risk
assessment did not change our investment strategy on any of our
real assets.
We will keep this physical climate risk analysis up-to-date, to
reflect both the changes in our portfolio as well as changes to
global climate risk models.
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Storrun Vindkraft AB
Prime Super holds a majority interest in Storrun Vindkraft AB,
a 30MW operating windfarm in Jämtland, Sweden. Storrun
generates c. 65,000 MWh of electricity annually with zero
carbon emissions.
Storrun has been awarded an excellent ESG score by our
investment advisor based on an independent scoring
methodology.

Prime Super holds a 75%
stake in two energy-fromwaste plants in Sarpsborg and
Fredrikstad, Norway.

Prime Super holds a minority interest in a portfolio of social
infrastructure assets, including 175 preschool properties and
8 care homes across Norway, Finland and Sweden.

Sarpsborg Avfallsenergi
AS (SAE)
Copyright © Free Vector Maps.com

We undertook a physical risk assessment of all properties
located less than 10 metres above sea level and identified
one location that was at high risk of sea level rise. However,
this risk was mitigated by insurance policies in place.

Transition risks

SAE is an ‘inside the fence’ or internal waste incineration and
heat generation plant that has an installed capacity of 32.4
MW and an annual gross production of 255 GWh. The
feedstock is up to 90,000 tonnes of waste per year of
household and commercial waste.

Climate risks

Kinland Group

Foreword

SAREN Energy AS

Physical risks

Kvitebjorn BioEl AS (KVB)

Engagement

KVB is a waste incineration and energy generation plant
with multiple outputs that was commissioned in 2008. The
plant supplies heat to a local district heating network, steam
to industrial customers and electricity. Each year, the plant
processes up to 60,000 tonnes of sorted household and
commercial waste.

Flood risk mitigation

Norway

SRI Option

While SAE is located close to the Glomma River (one
of Norway’s main rivers), forecasting undertaken by
local authorities concluded the plant is outside the
area that would be subject to floods during the next
200 years in the event of a 2 degree Celsius increase
in temperatures. Further, SAE has in place onsite
water pumps in its most vulnerable areas that could
be used to move water out.

Finland

Prime Super
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Engagement

Engagement
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Proxy voting

Climate risks

We actively engage with investee companies by voting
on our portion of shares at annual general meetings.
Shareholder resolutions themed around environmental
and social issues are gaining momentum and give
a chance for investors to have a say in improving
how a company operates, reducing its impact on the
environment, holding companies accountable to carbon
emissions targets and increasing transparency through
additional disclosures.

Transition risks
Physical risks

Investment managers

Engagement

Prime Super uses investment managers to directly manage listed share holdings.
Our investment managers take appropriate consideration of ESG considerations in
the stock selection process. They engage with investee companies on a regular basis
and provide us with regular reporting on the feedback they receive, and their ESG
and engagement approach. This allows us to:
1. Expand our understanding of how the managers approach ESG.

SRI Option

2. Understand their ESG concerns and how they are communicated to
investee companies.
3. Identify any higher risk businesses within portfolios.
Over the past 12 months, 13% of the engagement undertaken by our Australian
equities investment managers was specifically on environmental issues, while general
engagements also included environmental discussions. We note that this years data
is skewed somewhat by the Covid-19 pandemic, which unsurprisingly has dominated
ESG engagement during 2020.

Engagement by ESG Category - Australian Equities
June 2019 - June 2020

Environmental

13%

Social

24%

Governance

26%

General

37%

Prime Super
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SRI Option

Our SRI Option
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Sustainable Responsible Investment (SRI) balanced option

Climate risks

Prime Super’s SRI option allows members to more clearly
reflect their social and environmental values in their
superannuation investments, including avoiding some
industries all together.

Transition risks

This option factors environmental, social and governance
(ESG) consideration into its investments by seeking
exposure to companies and industries that demonstrate
leading ESG practices such as:

Physical risks

Climate change, Energy transition, Air/water pollution,
Water security, Biodiversity, Resource use/management

Engagement
SRI Option

Human & labour rights, Talent attraction & retention, Workplace
health & safety, Stakeholder relations, Corruption & bribery, Diversity

Board quality, Director independence, Executive remuneration,
Risk & audit, Shareholder representation, Tax transparency

Our SRI Option also limits its exposures to companies that generate more than 10% of
revenue from the production of alcohol and tobacco, the provision of gambling facilities,
manufacture of weapons or armaments (including uranium mining for manufacturing these
weapons), manufacture or distribution of pornography, extraction of thermal coal and
production of oil sands.
For more information
Sustainable Responsible Investment (SRI) balanced

Prime Super
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