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ESG Quarterly: Key Themes Shaping the 2025 ASX AGM
Landscape

Introduction

With majority ASX listed companies having a June 30 financial year ending, the upcoming quarter marks the
busiest period for ASX company AGMs. This AGM season unfolds against a complex backdrop of heightened
geopolitical tensions driven by US tariff policies and administrative shifts, volatile commodity markets and
economic uncertainty. Simultaneously, the rapid adoption of artificial intelligence and ongoing recalibration of
workplace norms—balancing flexibility, remote work, and office presence in the post-pandemic era—continue
to reshape corporate strategy and culture from a social perspective. This macro-economic scenario featured
prominently in management presentations, Chair messages in Annual Reports as well as regulatory discourse
ahead of the AGM season.

Despite initial uncertainty around ESG momentum following rhetorical reversals in the United States, we note
that overall, ESG considerations continue to evolve substantively within the Australian corporate landscape.
The primary catalyst has been the impending mandatory climate-related financial disclosures, which has
elevated environmental and governance accountability beyond voluntary commitments. Annual reports and
AGM agendas increasingly reflect these imperatives, with key themes to take away as outlined below:
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We also note observations on topics for corporates in Australia from Jarden ahead of the upcoming AGM
season:

Figure 1: Largest declines in topics for corporate Australia
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Figure 2: Largest increases in topics for corporate Australia
Largest Increases in Topics for Corporate Australia
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1. Artificial Intelligence and Digital Transformation

The 2025 reporting season has brought artificial intelligence to the forefront of corporate disclosure, as boards
and management teams navigate the shift from experimentation to enterprise-wide integration. Key
considerations now include board and management Al literacy; governance frameworks and ethical use
policies; capital allocation and Al spending; measurable productivity metrics; and how Al-driven opportunities
and risks inform corporate strategy. For investors—particularly those managing active portfolios—observing
how companies navigate this technological inflection point offers critical insight into competitive positioning
and future performance differentiation.

From an ESG lens, Al presents multifaceted risks and opportunities across all three pillars: Governance (data
privacy, cybersecurity, algorithmic bias, ethical use); Environmental (energy and water consumption from data
centres and computing); and Social (workforce displacement, just transition, skills development/retraining).
The UN's inaugural global Al governance summit in 2025 underscored the absence of coordinated
international frameworks, prompting leading companies to accelerate development of internal governance
structures and responsible use protocols. Across the ASX, Al adoption has accelerated beyond technology
companies, notably in financial services, resources, transport, and retail—evolving from customer service
applications toward operational optimization, predictive analytics, and sustainability integration.

Governance Case Example: CAR Group Limited (ASX: CAR)

CAR established a Global Al Policy, to support responsible, ethical and secure use of Al across their Group
operations. The company mentioned uplifting Al to be more prominently considered in its risk management
approach.

In terms of application the company introduced a suite of Al-powered tools aimed at enhancing the vehicle
selling experience for dealers by streamlining administrative tasks and improving customer interactions. This
includes automated call transcriptions and summaries using Google’s Gemini Al.

Social Case Example: Commonwealth Bank of Australia (ASX: CBA)

Al is expected to reshape our workforce and Boards, and management teams need to think strategically
around its implications as well as messaging.

In July this year, CBA announced that 45 call centre roles would be replaced by an Al-powered voice bot,
which was quickly reversed following public criticism. The bank was arguably first in its sector to directly link
redundancies to Al.

Our view

We feel productivity gains achieved through workforce reduction may deliver short-term margin expansion, but
if replicated across the economy, they risk eroding consumer purchasing power, reducing aggregate demand,
and concentrating economic gains among fewer, larger players. This dynamic threatens the inclusive
economic growth that underpins healthy, resilient markets and long-term returns for investors who care about
universal ownership principles. This is succinctly put by Wesfarmers Chairman Michael Chaney in his annual
message to shareholders (Page 11 of the Annual Report) citing the uncertainty related to Al.

“The first uncertainty is that no one, including companies developing it, understand the ultimate outcome of
the rapid development of Al that is taking place around the world today. Predictions range from widespread
unemployment or much worse effects on humanity on the pessimistic side, to the golden era of surging
productivity and wealth by the optimists. Either way, the effects of every business will be profound.”

We therefore advocate for a just transition approach to Al adoption at a wider economy level—one that
prioritizes workforce reskilling and an open discussion on human capital impacts. Companies that proactively
manage these social dimensions are better positioned to maintain their social license to operate as well as
mitigate regulatory and reputational risks.



Importantly, Al’s impact on employment is not solely about displacement. Our engagements with companies
reveal a growing demand for technology expertise at both board and executive levels. This talent
scarcity/demand can also be seen to anecdotally be driving upward pressure on remuneration packages, with
many Australian firms competing for skilled professionals in global markets such as the United States, where
Al talent commands premium compensation.

Al can be responsible for consuming large amounts of energy and water. More specifically, we acknowledge
that the environmental cost of Al is hard to establish given lack of consistent measuring and reporting
standards.

Australia is home to around 300 data centrest, with roughly one-third located in Sydney. With the advent of Al,
the data centre industry is moving from air cooling to energy efficient liquid cooling solutions. Liquids, such as
water or dielectric fluids are 1000 times better at absorbing and transferring heat, making them energy
efficient solutions. To address concerns about water usage, advanced cooling technologies like direct-to-chip
and liquid immersion are being developed and refined. We expect further progress in this space, to enable
sustainability aware Al evolution and adoption.

Figure 1 - Water Consumption Comparison

Annual Water Usage, in gallons
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1 Australia Data Centers - Providers Map in Australia



https://www.datacenters.com/locations/australia

Environmental Case Example: BHP Group Limited (ASX: BHP)

Having said that companies can also effectively deploy Al to conserve water and energy. To this effect, we
note the following disclosure by BHP:
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Figure 1: Example of Al technology utilised for improvements across the mining value chain.

2.

"Artificial intelligence technology at processing plants within our Escondida copper mine in Chile has
helped save more than three gigalitres of water — as well as 118-gigawatt hours of energy, since
FY22”

-Mike Henry CEO BHP.

Regulatory Readiness: Mandatory Climate Reporting

The upcoming AASB/ASRS S2 climate disclosure requirements have driven a notable uplift in climate
reporting sophistication across the ASX. FY25 saw enhanced quantitative disclosures, refined interim targets,
and a focus on scope 3 emissions. Below are some examples from recent ASX Annual Reports where
improved quantitative climate disclosure was noted.

Northern Star Resources Limited (ASX: NST)

The financial effects of emissions management are already occurring due to the cost of acquiring
carbon credits to meet our obligations under the Safeguard Mechanism. The long-term impact
will be mitigated as we implement renewable energy at our projects.

Physical risks were estimated to have a relatively lesser financial impact across Northern Star’s
assets, with potential impact being most prominent when ore processing is disrupted, as opposed to
interruptions to physical mining activities.

Extreme rainfall and flooding were found to be the most financially significant physical risk, with
potential financial impacts arising due to disruptions to the supply of critical reagents and ore to the
processing plants.

Telstra Group Limited (ASX: TLS)

“In FY25 we spent $131 million preparing for and responding to our physical and transition climate-related
risks. This figure includes the financial value we have provided by way of free products, services and other
resource contributions to our communities in times of climate events. We anticipate these costs to average
around $122 million per year by 2030 and between $165-176 million per year in 2050 depending on the
degree of global heating.”

-p35, 2025 Annual Report



Assets with potential exposure to
physical climate hazards®

Percentage of Australian above ground
assets expected to be exposed to one or
more physical climate hazards:

FY25 2050 2050
Baseline 2030 (RCP4.5) (RCP8.5)

21% 27% 28% 32%

-pg46, 2025 Annual Report

BHP

Decarbonisation expenditure

“For FY2025, our incremental capital expenditure, operating expenditure and lease payments on initiatives
associated with operational GHG emission reductions was approximately US$50 million.”

Carbon Credits

“The Group has also recognised a prepayment of US$32 million for the future delivery of carbon credits.
Obligations arising from GHG emission schemes, such as the Australian Safeguard Mechanism are
recognised as a liability at the reporting date when the Group has an obligation (FY2025: US$8 million,
FY2024: US$17 million). During FY2025, the Group surrendered approximately US$17 million in carbon
credits (~724,000 tCO2-¢) to satisfy Australian operated assets’ FY2024 Safeguard Mechanism obligations
(FY2024: US$1 million, 47,000 tCO2-e).”

Sensitivity of asset carrying values to a 1.5°C scenario
“‘Under WML1.5, reflecting the prices outlined below and acknowledging that the Group sees a 1.5°C

temperature outcome as unlikely based on current indicators, a price-only sensitivity would result in an
indicative illustrative impairment of approximately US$2 billion for the Group’s steelmaking coal assets.

CY2040 Price CY2050 Price
Price source (real, US$/tonne) (real, US$/tonne)
Wood Mackenzie Net Zero (1.5°C) 171 162

Scenario (July 2025)

The prices derived from WM1.5 for iron ore do not indicate a risk of impairment for the Group’s iron ore assets
under a 1.5°C scenario.”

For investors, 2025 is the "dry run" year — disclosures are rapidly maturing, but consistency and
guantification gaps remain.



3. Physical Climate Risk and Natural Disaster Impacts

FY25 highlighted the real financial cost of climate-related physical risk, with multiple companies disclosing
weather-driven losses and operational disruptions. Insurance affordability and “uninsurable property” are now
emerging as systemic market risks.z Investors are now focusing not just on disclosure, but on quantified
adaptation planning and whether resilience investment is capitalised into future cash flow forecasts.

We covered Physical Climate Risks in detail in our previous Quarterly, see here.

Case Example Ampol Limited (ASX: ALD):

In 1H 2025 the Lytton refinery was impacted by Cyclone Alfred which resulted in the refinery being placed into
safe recirculation mode for a short period of time. The cyclone caused damage to a crude storage tank and a
crude leak into a purpose-built bunded area. The costs for clean-up, repairs and additional demurrage
incurred resulted in a loss of $14.7 million before insurance recoveries.

Case Example: APA Group (ASX: APA)«

The company undertook a detailed physical risks assessment for nine assets across a range of activity types
as depicted below:

Figure 17. Future climate-related emerging nsks identified by physical climate risk deep dive assessments for nine
assets spanning APA's major activity types
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2 Insurance Catastrophe Resilience Report 2024-25; 21340 ICA_CAT-Report 2025 Final-spreads.pdf
3 2025 Half Year Reports.pdf

4 APA Annual Report 2025



https://www.wavestonecapital.com.au/wp-content/uploads/2025/07/2506-WAVESTONE-ESG-REPORT-WASF-Website-Version.pdf
https://insurancecouncil.com.au/wp-content/uploads/2025/10/21340_ICA_CAT-Report_2025_Final-spreads.pdf
file:///C:/Users/kjalan/OneDrive%20-%20Challenger%20Group%20Services%20Pty%20Limited/Downloads/2025%20Half%20Year%20Reports1.pdf
https://www.apa.com.au/news/asx-and-media-releases/apa-annual-report-2025

4. Executive Remuneration
a) U.S.-Style Pay Structures

Companies like Xero (ASX: XRO), Reliance Worldwide Corporation Limited (ASX: RWC), ALS Limited (ASX:
ALS), James Hardie Industries Plc (ASX: JHX), and CSL Limited (ASX: CSL) continue to attract scrutiny for
“U.S.-style” equity-heavy remuneration packages, often with time-based vesting and perceived high quantum
relative to ASX peers.

XRO received a strike at its FY25 AGMs amid investor concerns around executive pay.
Refer to WaveStone’s March Quarterlys for more coverage on US Style Pay Structures.

b) Safety-Linked Incentives

We note the implications of safety related metrics on executive pay at a number of ASX companies ahead of
this AGM season:

Case Example Seven Group Holdings Limited (ASX: SGH):

The board considered FY25 STI outcomes in the context of the workplace fatalities at Boral and Coates.
While investigations into the fatality at Coates are underway, the Board determined that Executives will not
receive the safety-related STI components for Boral and Coates.

Case Example Aurizon Holdings Limiteds (ASX: AZJ)

The company uses two primary safety metrics to measure safety outcomes across the enterprise which are
Serious Injury and Fatality Frequency Rate (SIFRa+p) and Total Recordable Injury Frequency Rate (TRIFR).
Performance against both measures deteriorated during the year, resulting in a below Threshold outcome for
executive short term incentives.

c) Tariffs and Remuneration Implications
Case Example Reliance Worldwide Corporation Limiteds (ASX: RWC)

RWC adjusted FY25 STl outcomes to neutralise the unforeseen impact of U.S. tariffs, citing fairness in
uncontrollable events.

WaveStone View:

We are by no means prescriptive in what we look for in remuneration structures. In our view, the board’s
selection of executive remuneration metrics should be nuanced, tailored to suit the positioning and desired
strategic outcomes of the company in question. We believe best practice is for targets to be quantifiable,
externally verifiable, transparent and sufficiently challenging so as to encourage value creation by
management as opposed to allowing a simple uplift in executive pay or any tick the box exercise.

5 Results of Meeting - Xero Limited (ASX:XRO) - Listcorp.

6 2503-WAVESTONE-ESG-REPORT-WASF-Website-Version.pdf
7 ASX-SGH-2025-Annual-Report-Final-12-August-2025.pdf

8 aurizon-annual-report-2025.pdf

92025 annual report_-_interactive.pdf



https://www.listcorp.com/asx/xro/xero-limited/news/results-of-meeting-3230089.html
https://www.wavestonecapital.com.au/wp-content/uploads/2025/04/2503-WAVESTONE-ESG-REPORT-WASF-Website-Version.pdf
https://sghl.com.au/assets/Uploads/ASX-SGH-2025-Annual-Report-Final-12-August-2025.pdf
https://media.aurizon.com.au/-/media/files/investors/reports-and-webcasts/2025/full-year-results/aurizon-annual-report-2025.pdf?rev=0ea94dbbe62a42ccb4d5cf9f1b7d57b0
https://www.rwc.com/sites/default/files/media-file-public/2025_annual_report_-_interactive.pdf

5. Board Composition, Skills and Succession

Key governance trends emerging from our recent company engagements include the following:

There is a growing emphasis on strengthening board-level capabilities in response to rapid technological
change, particularly in areas such as artificial intelligence and cybersecurity. Boards are increasingly
recognising the need to build technology literacy to ensure effective oversight of emerging risks and
opportunities.

Succession planning is also a dominant theme, with a number of companies — including Macquarie, Santos,
Steadfast, BHP, Stockland and Rio Tinto — preparing for or navigating transitions at the Chair and CEO level.

Finally, director accountability continues to receive heightened scrutiny, particularly where individuals hold
multiple board positions and questions have arisen around their performance or decision-making in the
context of market expectations, underperformance, or controversies at other companies.

6. Emerging ESG Proposals

Shareholder activism on environmental and biodiversity topics seems to emerge and gain attention.

Notable 2025 Examples

¢ National Australia Bank Limited (ASX: NAB): Deforestation proposal focused on disclosure of
exposure and review of lending policies.

e Coles Group Limited (ASX: COL) and Woolworths Group Limited (ASX: WOW): Shareholder
proposals on seafood sourcing and protection of EPBC Act-listed species.

o Coles aims for no deforestation outcomes across Coles Own Brand across key commodities
(beef, cocoa, palm oil, soy, timber) by 31 December 2025, aligned with SBTi FLAG
framework.w

Woolworths similarly targets no deforestation across Primary Deforestation-linked
Commodities, but NGOs highlight notable variance in approach for beef.

Both supermarkets have increased disclosure on salmon sourcing from Macquarie Harbour, in
response to active campaign® by SIX.

7. Supply Chain Diversification
Geopolitical risks and tariff exposure continue to shape supply chain strategy.

e Breville Group Limited (ASX: BRG) accelerated relocation of 120V product manufacturing out of
China to Mexico and Southeast Asia due to U.S. tariff regimes. The program remains on track, with
increasing capacity in alternative regions.

o Wesfarmers Limited (ASX: WES): Kmart and Target have historically sourced a large proportion of
goods from China. In recent years, the group has expanded sourcing into Vietnam, India,
Bangladesh, Indonesia, and other Southeast Asian markets to reduce single-country dependency.

10 Coles Own Brand Protecting Forests Statement August 2025
11 Woolworths walks back its... | Australian Conservation Foundation
12 SIX Campaign | Woolworths and Coles can Save the Skate!



https://www.six-invest.com.au/campaigns/woolworths-coles---save-the-skate
https://www.colesgroup.com.au/FormBuilder/_Resource/_module/ir5sKeTxxEOndzdh00hWJw/file/Coles_Own_Brand_Protecting_Forests_Statement.pdf
https://www.acf.org.au/news/woolworths-walks-back-its-deforestation-commitment-only-a-day-after-coles-beefs-up-its-policy
https://www.six-invest.com.au/campaigns/woolworths-coles---save-the-skate

Investor consideration

Implications for modern slavery and supplier scope 3 assessment, including building climate resiliency in
supply chain.

Moving from China (which has systemic forced labour concerns, particularly Xinjiang-linked risks) to countries
such as Bangladesh, India, or Vietham reduces exposure to state-imposed forced labour, but increases risk
from informal labour, subcontracting, and gender exploitation in manufacturing and textiles.

Diversification requires expanded due diligence systems to ensure consistent labour standards across new
jurisdictions. Each new supplier region needs onboarding audits, capacity building, and grievance
mechanisms that may not yet be mature.

Conclusion

The 2025 AGM season underscores a maturing ESG landscape across the ASX, where companies are
shifting from disclosure to demonstrable execution.
¢ Al governance and workforce impacts have emerged as new frontiers for board oversight.

Mandatory climate reporting is driving stronger quantification and supply chain engagement.

Physical climate risks are now material financial considerations.

e Remuneration structures continue to test investor tolerance around fairness, discretion, and
accountability.

The next 12 months will test boards’ ability to balance execution, transparency, and resilience amid regulatory
change, technological disruption, and evolving investor expectations.

10



Carbon Emission and Intensity Tracker:

Portfolio Benchmark Difference
Carbon Emissions Scope 1+2 (tonnes CO2e/USD M 62.6 102.4 -38.9%
invested)
Carbon Intensity Scope 1+2 (tonnes CO2e/USD sales) 106.8 148.8 -28.2%

Source: MSCI ESG (as at 30/09/2025)

Benchmark is the S&P ASX 300 Accumulation Index

Engagement

ESG-related Engagements during the Quarter

Company | ESG

COH
RwWC
CBA

NAB

CwYy
TCL
csL
ORG
FPH

ALQ

SFR

MQG

Category
Governance
Governance

Governance
Social
Environment
Social
Governance
Social
Governance
Social
Governance
Governance

Environment
Governance
Governance

Governance

Environment
Social

Governance
Environment
Governance

Topics

Strategic planning given geopolitics, succession planning, board skills mix,
remuneration and STI structure

Strategy/portfolio, remuneration, CEO succession, management retention,
development,, capital allocation, M&A

Strategy/investment plans, Al, capital allocation, CEO succession,
management retention, remuneration framework, BOD composition
Climate transition plan, physical climate risks, climate disclosures, Al and
jobs and productivity

Climate targets, transition and physical risks, mandatory climate reporting,
nature, Al
Social licence, management and staffing structure

Communication, market trust in management, IG market outlook and
trends, governance and strategy in light of geopolitics, FDA

Eraring closure date risks, wind investment, battery returns, Nelson review
and capex planning, succession, strategy

Succession planning, executive training and development, strategic
planning in light of current geopolitics

BOD composition, succession, capital allocation, geographic location of
team and board, business opportunities near term, new CEO/CFO,
executive remuneration

Executive remuneration, indigenous relations, mine rehabilitation,
governance

Executive remuneration, climate shareholder proposal, mandatory climate

disclosures, BOD and mgmt succession planning, approach to climate
targets, customer transition plan assessment
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Memberships and initiatives

¢ Principles of Responsible Investment (PRI)
e Climate Action 100+
e 40:40 Vision

Links to WaveStone Policies

e ESG Policy: WaveStone ESG Policy

e ESG Activity Report: WaveStone ESG Activity Reports

e Proxy Voting Policy: WaveStone Proxy Voting Policy

e Proxy Voting Records: WaveStone Proxy Voting Records
e Engagement Policy: WaveStone Engagement Policy

e WaveStone PRI Transparency Report 2023

e WaveStone PRI Assessment Report 2023

Want more information?

Fidante Partners Adviser Services | p: 1800 195 853 | e: bdm@fidante.com.au | w: www.fidante.com.au
Fidante Partners Investor Services | p: 13 51 53 | e: info@fidante.com.au | w: www.fidante.com.au
WaveStone Capital | e: enquiries@wavestonecapital.com

Disclaimer
This material has been prepared by WaveStone Capital Pty Limited (ABN 80 120 179 419 AFSL 331644 (WaveStone), the
investment manager of the WaveStone Australian Share Fund (Fund), for wholesale investors only.

Fidante Partners Limited ABN 94 002 835 592 AFSL 234668 (Fidante) is a member of the Challenger Limited group of
companies (Challenger Group) and is the responsible entity of the Fund. Other than information which is identified as
sourced from Fidante in relation to the Fund, Fidante is not responsible for the information in this material, including any
statements of opinion.

It is general information only and is not intended to provide you with financial advice or take into account your objectives,
financial situation or needs. Investors should consider whether the information is suitable to their circumstances. The
Product Disclosure Statement and Target Market Determination available at www.fidante.com should be considered
before making an investment decision. To the extent permitted by law, no liability is accepted for any loss or damage as a
result of reliance on this information. Past performance is not a reliable indicator of future performance.

Fidante is not an authorised deposit-taking institution (ADI) for the purpose of the Banking Act 1959 (Cth), and its
obligations do not represent deposits or liabilities of an ADI in the Challenger Group (Challenger ADI) and no Challenger
ADI provides a guarantee or otherwise provides assurance in respect of the obligations of Fidante. Investments in the
Fund(s) are subject to investment risk, including possible delays in repayment and loss of income or principal invested.
Accordingly, the performance, the repayment of capital or any particular rate of return on your investments are not
guaranteed by any member of the Challenger Group.
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https://www.fidante.com/au/WAVE-ESG-POLICY
https://www.wavestonecapital.com.au/how-we-invest/esg/esg-activity-reports/
https://www.wavestonecapital.com.au/wp-content/uploads/2024/03/WAVE-202012-Proxy-Voting-Policy_V2.pdf
https://vds.issgovernance.com/vds/%23/NjY1Ng==/%20%23%2FNjY1Ng==%2F
https://www.fidante.com/au/WAVE-ESG-ENGAGEMENT
https://www.wavestonecapital.com.au/wp-content/uploads/2024/03/Public-Full-Transparency-Report-WaveStone-Capital.pdf
https://www.wavestonecapital.com.au/wp-content/uploads/2024/03/Public-Full-Transparency-Report-WaveStone-Capital.pdf
https://www.wavestonecapital.com.au/wp-content/uploads/2024/03/Summary-Scorecard-WaveStone-Capital.pdf
https://www.wavestonecapital.com.au/wp-content/uploads/2024/03/Summary-Scorecard-WaveStone-Capital.pdf
http://www.fidante.com.au/
http://sharepoint/teamsites/fm/Marketing%20Approvals/ALPH%20AGSEF%20Tech%20for%20good/www.fidante.com.au
mailto:enquiries@wavestonecapital.com
http://www.fidante.com/

