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Introduction

Bellrock approach to ESG
risk & directors’ duties

Bellrock takes a holistic and proactive view on risk faced
by our clients. Environmental, Social & Governance (ESG)
has been flagged by boards and insurers as an emerging
risk. The impact of the pandemic, coupled with numerous
natural catastrophes bring the material risk factors of ESG
to the fore. No longer are businesses answerable to just
their shareholders but their local communities and the
planet too..

Part of Bellrock’s proactive approach to risk management
requires that we show insurers that our clients have

a demonstrated approach to ESG, an established
understanding of how ESG impacts their business and
can demonstrate both a risk management strategy and
oversight in respect of same.

With ESG being an emerging risk; it is prudent for Boards
to obtain independent expert analysis and opinion. In
doing so your Board will be able to measure their maturity
and appropriateness of their ESG strategy, and more
importantly its long term adequacy.

In respect of your insurance, an external expert opinion
provides a layer of transparency which ordinarily leads to a
more attractive risk profile to present to insurers, potential
coverage benefits and more competitive premiums.
Bellrock has partnered with Colin Biggers & Paisley (CBP)
to provide this independent expert review.

As part of the review process, a number of benchmarks
will be used to establish your organisations’ vulnerabilities
in the ESG landscape. The assessment and methodology
used by CBP will gauge and evaluate your organisation by
reviewing ESG factors such as business ethics, corporate
governance and environmental impact to give an overall
ESG risk rating. This risk rating will take into consideration
appropriate best practice and governance frameworks
within your industry.

How using third party experts can assist with reducing
insurance premiums and improving cover

Bellrock’s success in maintaining consistency in coverage,
price and claims resolution across our portfolio is based
upon our approach to understanding risk and clearly
articulating it to insurers. We do this by using a combination
of our in-house expert analysis and otherwise by engaging
external third party experts.

The benefit of using an independent third-party to review
your ESG vulnerabilities is that insurers are more inclined
to consider the risks highlighted as any third-party has no
conflict of interest in performing its work or the outcome of
its recommendations. Clients may also be protected from
the risk of non-disclosure, misrepresentation and under-
insurance, all of which could lead to reduced indemnity
payments in the event of an insurance claim.. In that regard
we refer you to our article “Don’t give insurers a reason to
deny your claim: the importance of complying with the duty
of disclosure”.

For ESG matters we engage CPB to assist our clients present
risk to insurers, transfer risk or otherwise ensure absolute
compliance with the duty of disclosure. CPB will give their
views on the adequacy of your current ESG framework and
provide appropriate opportunities forimprovement that align
with the relevant objectives, compliance, disclosure and
insurance requirements for your industry.

Bellrock’s high standard of customer service ensure all clients
receive our market leading risk management, advisory and
claims advocacy expertise. In addition to this, our clients also
benefit from access to our third-party panel of experts. We
often do this by using a portion of our own remuneration
received for broking services provided to our clients to
subsidise the work provided our third party experts.

We see this as an investment in our clients’ businesses
aimed at developing a long-term, sustainable and
consistent advisor/client relationship.
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General Overview

ESG (Environment Social Governance) should not be
considered an emerging risk for organisations, it must be
seen as a fundamental, front-line issue for Boards, especially
in the current climate, with many businesses ensuring their
mission statement reflects their ESG agenda.

It is therefore critical that companies and directors are
cognisant of their obligations pertaining to ESG issues.
ESG responsibility is starting to become more embedded
in the day to day operations of businesses with such
obligations now being reflected in Australian law as well as
rules introduced by Australian regulators over recent years
such asthe Corporations Act 2001.

These laws and regulations will be important
considerations for directors in meeting their duties,

where ESG issues should be addressed by way of risk
management systems by the Board as well as reporting.
Recent ASIC market feedback advised that ESG issues are
“driving the biggest disclosure changes in a generation’and
it is likely to remain highly topical for quite some time.

ESG, like corporate culture, is best driven from the top with
the Board setting the relevant parameters. The best way of
accomplishing this is to create and implement appropriate
policies and then monitor and measure their application.
We'll break down the various elements below.

+

Why an ESG Assessment?

01 Discharge directors’ duties (enquiring mind
test, “we know the risk exists, what have we
done to address and mitigate against it?”)

02 Understand the complex environmental, social
governance challenges

03 Implement strategies and prioritise material
ESG risk factors

04 Ensure compliance with a company’s
disclosure obligations

05 Enable Bellrock to obtain appropriate
insurances
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Environmental

We will work with your Board to review your

company’s existing policy suite to see if it may need

to be supplemented with an Environment Policy and a
Sustainability Policy, each covering guiding principles on
how they will be turned into specific ESG goals.

Depending on your business, these may be relevant to a
community engagement or similar action.

We will work with your Board to consider and set
environmental goals by benchmarking the company
against its industry peers. We will work alongside
Colin Biggers & Paisley’s experts to prepare a tailored
environmental and sustainability report for you.

Where an Environment Policy is required or recommended,

this will be created using the baseline of what is required
to operate in compliance with local and national
environmental legislation as well as detailing how the
business will employ robust environmental management
practices to ensure minimal impact on the environment.
Examples of goals in such a policy could include:

e Environmental due diligence across the supply chain.
« Responsible and efficient use of natural resources,

particularly energy or water for example — using a
renewable energy provider..

e Setting and measuring relevant environmental KPls.

¢ Reducing emissions, waste and pollution and
minimising your carbon footprint.

« Whether the company has a net zero goal - if so when
do you aim to achieve this goal and what are your plans
toreachit.

e Whether the company would be looking to achieve net
zero by focusing on carbon offseting for example, the
planting of trees or favouring train travel over air travel.

Any Sustainability Policy which is created will clearly
state what proactive steps are being taken to support the
achievement of the businesses sustainable development
goals and be underpinned by technical reporting in due
course on actual progress.

Key Environmental contact:
Todd Neal - Partner, Planning and Environment

4 ‘ bellrockadvisory.com ‘ ESG Risk Assessment

Y [T A LIRS A I AN



Social

The Social element of ESG not only focuses on creating
inclusive and diverse cultures in the workplace, but also
employee satisfaction, employee retention and your
businesses involvement in their local community.

Furthermore, Work Health and Safety Regulators around
Australia have an expectation that the risks of certain social
elements such as workplace bullying, sexual harassment
and workplace violence are identified and managed
through the WHS policies and safety management
systems.

We will therefore assist you by reviewing and/or developing
your employment contracts and workplace policies
including: recruitment/selection processes, workplace
conduct, antidiscrimination, sexual harassment, workplace
bullying, inclusion and diversity, local employment and
engagement, flexible work and any ‘social’ policies that
would demonstrate the Board’s commitment in this space
such a community engagement plan. We will also ensure
there are processes to measure and monitor the outcomes
from these policies so you can keep track of the results and
improvements over time.

Key areas that should be considered as part of your Social
element of ESG include the following:

¢ Audit of employment documentation including
contracts, position descriptions and remuneration
structure including benchmarking to ensure equality.

o Whether employee engagement surveys could be
utilised to advise of areas for improvement across the
business.

e Audit of employment practices with respect to
recruitment, promotion, leave approval, workplace
adjustments and flexible work requests.

o Recommendation of further policies to consider
including parental leave, wellbeing and mental health
training or support, domestic violence leave, study
leave, personal development, volunteer leave and
workplace giving.

e Support in creating an employee resource group to
drive diversity and inclusion in the workplace.

e Review of supply chains including where office supplies
are sourced and recommendations to remedy any
issues of concern, notably modern slavery compliance
or the use of local businesses to source office goods
where possible.

Key Social contacts:
o Kristen Lopes - Partner, Employment and Safety
e Simone Whetton - Partner, Corporate and Commercial.
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Governance

The key factor to keep in mind when it comes to
Governance is transparency. Taking this on board, when
addressing governance issues, we will work with you

to review existing company governance and decision
making processes to ensure these are clear in terms

of accountability, openness and foster a culture of
transparency.

disability?

goals?
This includes examining what requirements your company
has in respect of disclosure in connection with ESG and
if your company uses or provides data for any ESG rating
agencies.

We then work with your company to advise on the Disputes.
formation of a specific ESG committee, and with your
directors to consider the following:

e Isthere a current Corporate Governance Plan and
Ethics Statement and is thisupdated or reviewed at
least annually?

» Are there anti-corruption, whistleblowing, conflict of
interest and bribery polices in place?

o To what extent are ASX, ASIC and shareholder lobbying
groups’ recommendations considered when reviewing
company policies e.g. greenwashing?

o Are ESG matters represented and considered at Board
level?

o Isdirector and employee remuneration linked to ESG
targets for example, volunteering hours or certain levels
of community giving?

+

Recent ESG litigation trends

2024 2024

Mercer Superannuation (Australia) Pacific Island Nations take the first
fined $11.3 million for making steps towards criminalising ecocide
misleading statements about which would allow individuals to

the sustainable nature and be prosecuted for environmental
characteristics of some of its destruction.

investment options.

o Are there privacy and cyber security policies in place?

o Isthe Board considered diverse? Are there diversity
objectives that the Board is seeking to meet beyond
Board level, for example gender, age, ethnicity or

o Are there Board Risk, WHS and Governance sub
committees and what are their responsibilities and

Key Governance contacts:
e Simone Whetton - Partner, Corporate and Commercial
o Katherine Jones - Partner, Privacy, Data Protection,

2022

In a world first, ACCR brings a
greenwashing case against Santos,
challenging the veracity of net zero
emissions targets.
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Assessment process

Conference call

How long does it take?

Ordinarily, the conference call and assessment should be
scheduled ordinarily for around 1.5 - 2 hours.

The time and content can be adjusted dependent

upon the dialogue and stakeholder preferences and
information provided in advance. The key aim is to involve
key individuals who have operational knowledge in the
discipline areas as outlined within What information do we
need section on the following page.

Whom should attend?

Stakeholders required will be dependent on the nature
of a company. As an indication, the following stakeholder
positions or equivalents should be considered:

Client

o ESG Committee member (if any)

e Audit and Risk Committee Member

e Compliance Committee member (if any)

o Governance Officer or Company Secretary
o Head of Safety/Cyber Security

o Chief Financial Officer

o Chief Executive Officer

Bellrock
o Risk Advisor (not essential)

Colin Biggers & Paisley

e Corporate and Commercial Partner

o Employment and Safety Partner

¢ Planning & Environment Partner

e Privacy, Data Protection & Disputes Partner

What will it cost?

CBP’s initial ESG risk review will be included as part

of Bellrock’s service offering to select clients. Bellrock
views this as an investment our clients’ businesses aimed
at developing a long-term, sustainable and consistent
advisor/client relationship. Subsequent engagement of
CBP will be agreed post initial review with the client as
required.

~
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Post assessment

How CBP can assist post-assessment

A tailored ESG report

We will work with you to review and analyse your
concerns about ESG deficiencies and, in conjunction with
selected technical experts, prepare a report to assist you
in overcoming those deficiencies. In addition, we will work
with Bellrock to address any ESG issues that arise out of
the insurance discussions.

This report will provide a personalised overview that
details the following:

e Advice on any required minimum legal standards for

compliance, including Australian regulatory documents.

« Recommendations on filling any gaps identified, to
ensure that minimum legal compliance is achieved.

o Asummary of external standards, accreditation to
which will enhance your ESG standing.

e Suggestions for creating a framework for the board to
set, implement and measure ESG targets that aim to
exceed minimum requirements, over time.

e Suggested new policies and governance documents
relating to the above, as required.

Colin Biggers & Paisley’s team will then work with each
company to ensure the above items are implemented as
required and appropriate for each business, tailored for its
context.

+

What information do we need?

In order to ensure efficient analysis of your
environment, access to the following information
is beneficial in ensuring that all parties achieve the
most from the assessment process.

Governance, legislation, security controls and best
practice will vary across industries, organisations
and geographical operational boundaries. In this
Executive Assessment, the approach will not be
prescriptive regarding documentation required.
However, we suggest that the following are
representative of documents that will assist in our
review.

Documents:

01 Board Charter and Policy Suite

02 Risk and Sustainability Committee Charter /
Policy

03 Share Trading Policy

04 Community Engagement Policy

05 Modern Slavery and Human Rights Policy

06 Anti-Bribery and Corruption Policy

07 Risk Policy and Appetite Statement

08 Environmental Policy

09 Health and Safety Policy

10 Copies of ESG reports received within the past
3years
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Your CBP team

Simone Whetton Todd Neal

Partner | Coporate & Commercial Partner | Planning & Environment

E: simone.whetton@cbp.com.au E: todd.neal@cbp.com.au
P: +61282814502 P: +61282814522

Katherine Jones Kristen Lopes

Partner | Privacy, Data Protection, Disputes Partner | Employment & Safety

E: katherine.jones@cbp.com.au E: kristen.lopes@cbp.com.au
P: +61282814990 P: +61282814439
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Here to help

Your Bellrock Service Team is here to assist you
Acknowledged as industry thought leaders, Bellrock’s
Team of Advisors are well known and respected across
the industry. Our passion for delivering superior risk
advisory and advocacy services to our clientsis a
cornerstone of our offering. We believe this is reflected
in the outcomes we achieve for our clients.

View our full team of Risk Advisors
including contact details here.

Bellrock Advisory Pty Ltd
ABN 78 611143 410 AFSL 520 281

Head Office

Level 25,171 Sussex St Sydney NSW 2000
Ph +612 9188 2460
contact@bellrockadvisory.com

< Bellrock
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