ESG opportunities for the
agriculture sector in
Queensland

Queensland Agri-ESG Community of Practice
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| EY acknowledges Aboriginal and Torres
(V) Strait Islander peoples as the first peoples
of Australia and the Traditional Owners
of this land and its waters. We pay our
respect to Elders, knowledge holders

and leaders both past and present.

Rainmaker Dreaming (2022)
By Arrernte artist and EY employee, Philly Kemarre
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Defining sustainability and ESG

Sustainable development is

development that meets the needs The creation of for the
of the present without

compromising the ability of future

generations to meet their own

needs.

The Brundtland Report ‘Our Common Future’, 1987

A 3 ‘1

b

Environmental

Page 5 22 April 2024
EY

Copyright © 2024 Ernst & Young Australia. All Rights Reserved. Liability limited by a scheme approved under Professional Standards Legislation



Top global risks ranked by severity
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2012

Financial Failure

Water Crises

Food Crises

Fiscal Imbalances

Energy Price
Volatility

2 years

10 years
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2013

Financial Failure

Water Crises

Fiscal Imbalances

Weapons of Mass

Destruction

Climate Action

Failure

1st

Misinformation and
Disinformation

Extreme Weather

Events

2014

Financial Failure

Climate Action
Failure

Water Crises

Unemployment

Infrastructure
Breakdown

2015

Water Crises

Infectious Diseases

Weapons of Mass
Destruction

Interstate Conflict

Climate Action
Failure

2nd

Extreme Weather

Events

Critical Change to Earth

Systems

2016

Climate Action
Failure

Weapons of Mass
Destruction

Water Crises

Involuntary
Migration

Energy Price Shock

3rd

Societal polarization

Biodiversity Loss and
Ecosystem Collapse

Source: World Economic Forum, Global Risks Report 2020-24.

2017

Weapons of Mass
Destruction

Extreme
Weather

Water Crises

Natural
Disasters

Climate Action
Failure

2018

Weapons of Mass
Destruction

Extreme
Weather

Natural
Disasters

Climate Action
Failure

Water Crises

4th

Cyber Security

Natural Resource

Shortages

Economic
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2019

Weapons of Mass
Destruction

Climate Action
Failure

Extreme
Weather

Water Crises

Natural
Disasters

5th

2020

Climate Action
Failure

Weapons of Mass
Destruction

Biodiversity Loss

Extreme
Weather

Water Crises

Interstate Armed Conflict

Misinformation and

Disinformation

Environmental

. Geopolitical

2021

Infectious Diseases

Climate Action
Failure

Weapons of Mass
Destruction

Biodiversity Loss

Natural
Resource Crises

. Societal

2022

Climate Action
Failure

Extreme
Weather

Biodiversity Loss

Social Cohesion
Erosion

Livelihood Crises

2023

Cost-of-living Crisis

Natural Disaster
& Extreme
Weather Events

Geoeconomic
Confrontation

Failure to

Mitigate Climate
Change

Erosion of Social
Cohesion &
Societal
Polarization

. Technological
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External drivers for sustainability and ESG action

Companies are increasingly faced with new challenges to understand what it means to be a sustainable organisation and respond to multiple

stakeholder needs.

Regulatory Investors Employee

Society and customers .
y frameworks attraction

Supply chains Climate change

Society and customers Financiers and
are increasingly
demanding
sustainability and

climate action

Governments are
regulating to drive
down emissions and
safeguard biodiversity

Employees are looking
to align their personal
values with their
professional ambitions

shareholders
are weighing the
financial impacts
of sustainability

M isati T
any organisations are The physical impacts,

transition risks and
opportunities related
to climate change and
decarbonisation

increasingly focused on
the sustainability of
their supply chains and
setting procurement
requirements

Effective sustainability risk and opportunity management can support value creation for the

organisation and wider society

Social licence to
operate

Alignment to stakeholder expectations

. Resilience to disruption
and increased trust

Reputation and Business model

. . . Access to finance
marketing innovation

Competitive advantage
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Long-term value

Compliance

Employee Operational efficiency and
engagement reduced costs

Customer engagement and
loyalty

EY




Market trends across investors and consumer preferences

Many consumers have already been forced to change how they live and what they buy because of the impact of climate change, according to EY global research.

People are increasingly willing to pick sustainable products and to pay more for them, although this is still a growing minority view.

Consumers are worried about the health of the planet and expect companies to show more leadership to reduce negative impact and increase positive impact.

Measures taken by consumers impacted by climate change % Share of consumers impacted by climate change

M | haven't thought about this I've thought about this M |'ve had to do this
Changing energy costs 52%

Changed the foods | eat because of availability or

cost issues Product pricing changes 51%
Had to purchase bottled water or more bottled o 0 o
water 41% 32% 27%
Extreme weather events _ 45%
Purchased products that help protect from the o
impact of climate change SR AP —
t i t t
P B ate ahamge a9
Accessed healthcare due to climate related illness Crop and harvest changes _ 43%
or disease Ak = e
Changed a travel destination to escape the Physical health effects _ 40%
& velcestinatl P 51% 34% 15%

impacts of climate change

0,
Purchased survival kit(s) 32% 15% Mental health effects _ 35%
Upgraded insurance policies to cover natural 34% 13% Unsafe climate-related working conditions _ 33%
disasters
Relocated to an area with a milder climate 30% 10% Reduced access to and. enjoyment of nature 33%
recreationally
Changed jobs to limit exposure to the weather 25% Home insurance coverage _ 30%

90% of investors place

importance on

a company's ESG
performance when making
investment decisions

52% of consumers say

they have more trust for
companies that publicly
share long-term
sustainability and
responsibility goals.

60% of surveyed

business executives
indicated that ESG
information resides in a
patchwork of software
applications.

Source: 1 — Is your ESG data unlocking long-term value? https://www.ey.com/en_uk/assurance/is-your-esg-data-unlocking-long-term-value | Source: 2 — The next frontier of sustainable choices - ey-sustainability-consumer-and-business-perspective (4).pdf |
Source: 3 — How finance professionals are helping to advance ESG reporting - https://assets.ey.com/content/dam/ey-sites/ey-com/en_us/news/2022/ey-how-finance-professionals-are-helping-to-advance-esg-reporting.pdf | Source: 4 — EY Future Consumer

Index: when talk turns into action, be set for change - https://www.ey.com/en_gl/insights/consumer-products/when-talk-turns-into-action-be-set-for-change
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Global and domestic landscape across ESG agenda and regulatory frameworks

National and global policy and regulatory trends are accelerating expectations for sectors including agriculture to
take action on sustainability.

ESG agenda
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International
Sustainability Standards
Board (ISSB)

Taskforce on Nature-
related Financial
Disclosure (TNFD)

Taskforce on Climate-
related Financial
Disclosure (TCFD)

Sustainability Accounting

Standards Board (SASB) The Global Biodiversity Climate & Nature Action

Global Reporting Initiative Framework 100
(GRI)
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Australian company
directors and nature-
related risk

Net zero targets
(Federal, States and
Territories)

Nature Repair Market

Climate and nature
strategies
(Federal, States,
Territories and LGAs)

Meat and Livestock
Australia Carbon Neutral
2030 (CN30)

Emissions Reduction Fund
(Federal)

Australian Sustainability
Reporting Standards
(ASRS) (Federal)

Reforms to EPBC Act
(Federal)

Modern Slavery Act
(Federal)

Environment Protection
Australia (Federal)

Vegetation management Reef Protection
(QLD) Regulations (QLD)



Climate change

Every tonne of carbon dioxide
equivalent (tCO,e) adds to global
warming.

Acute physical risks include
increased intensity of cyclones,
severe floods and drought
events.

Chronic physical risks include
changes in precipitation patterns,
rising mean temperatures and
sea level

Projected global GHG emissions
from NDCs announced prior to
COP26 would make it likely that
warming will exceed 1.5°C and
also make it harder after 2030
to limit warming to below 2°C.

Source: IPCCC, AR6
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Global surface temperature increase since 1850-1900 (°C) as a function of cumulative CO, emissions (GtCO,)
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Cascading effects from climate change will have a significant impact
across environmental, economic and social aspects.

This may include food production, nutrition, livelihoods and the
well-being of small landholders and farmers.

Multiple climate change risks will increasingly compound and
cascade in the near term

More frequent and more intense
Extreme heat and drought

4500 GtCO,

Reduced household Reduced soil moisture Food prices
income and health increase
Food yield
Reduced labour : Reduced
capacity and quality losses food security
Key

Bi-directional
compounding

Uni-directional

compounding or domino Decreased Increased malnutrition
Contagion effect uality of life (particularly maternal malnutrition
o T?ﬁﬂfp\giis‘ﬂ quaity and child undernutrition)

Source: IPCCC, AR6
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The agriculture industry is a driver of social, economic and environmental outcomes at
regional, national and global levels

Global

Only a small part of the Earth’s surface is arable land

11%
~
Animal
71%
0 Feed
700
3% 18% Food
11% Biofuels,
Industry, etc.
[1Urban Areas and Wastelands, Deserts, Mountains, etc. M Forest Pasture

Source: The Future of Agriculture and Food, Handelsblatt Research Institute, Bayern

Land use, deforestation
111.18%

Electricity

production
~23.4%

Methane from animals
1 5.01%

Food

Roughly 30% of the global
workforce is employed in
agriculture.

Worldwide, smallholders meet
approximately 50% of the demand
for food.

Arable Land W Water

Global emissions
from agriculture and
food systems:

agriculture,
land use

~22%

3 Managed soils & pasture
[ 2.46%

Other
energy

Contributes to 22-34% of
global GHG emissions.

GHG emission

Biggest contributor to GHG

~10.4%

Methane from rice
1.72%

Buildings sources

emissions is deforestation 10-
11%, whereas emissions

~5.6% Fertilizer application

0.75%

across the value chain
(transportation, packaging,
refrigeration, cooking and

Transport Industry

Manure management
0.72%

~14.8%

food waste) are estimated to
be 10-12%.

Biomass burning
0.12%

Source: Minx et al. (2021) and |PCC Sixth Assessment Report, Working Group Three
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Exports:

$12.5 billion total agriculture, fisheries and
forestry export value for 2022-23

$6.3 billion meat from bovine animals

$464 million vegetable and fruit export
value (excluding chickpeas and other
leguminous vegetables)

China, South Korea, Japan, USA and Indonesia

($8.42 billion / 67%)

$11.5bn (92%) exported through Brisbane
Port

Queensland

Employment by industry group ANZSIC (FY23) across agri-
food value chain

T

0 Accommodation and food services:

146,297
25% \ \\ B Agriculture, forestry and fishing:
362K | 9% | 57,646
FY23 /‘ “ Manufacturing: 48,582
1% / / Retail trade: 91,385

B Wholesale Trade: 18,240

Source: Queensland Government, Department of Agriculture and Fisheries, 2024

No. of business by turnover size

5% \ E ~
\ \

\

\

40%

[ Zero to less than $50k
W $50k to less than $200k
$200k to less than $2m
S$2m to less than $S5m
M $5m to less than $10m
® $10m or more

Source: Queensland Government, Department of
Agriculture and Fisheries, 2024
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Queensland’s 2021 net GHG emissions
2%

15%

O Public electricity M Fugitive emissions

M Stationary and industrial & Industrial processes

energy B’ Waste
Transport Land use, land-use change
Agriculture and forestry

Source: National Greenhouse Accounts 2021
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https://essd.copernicus.org/articles/13/5213/2021/essd-13-5213-2021-discussion.html
https://www.ipcc.ch/report/ar6/wg3/

Capitalising the opportunity linked to decarbonisation and
environmental markets

Return on
investment
The EY report for Farmers for Climate Action titled ‘How can Australia’s agriculture sector realise opportunity in a low
emissions future?’, identifies key economic opportunities for decarbonisation and natural capital co-benefits including improved
land management and land use change.

In particular, there is a substantial economic opportunity associated with mechanisms such as nature markets, carbon farming
and associated co-benefits. Nature-related De-
co-benefits carbonisation

Priority decarbonisation activities for agriculture and forestry

Methane reduction

Feed supplements and Transport and electricity
f . . . Synergies for the agriculture and forestry sectors to accelerate the transition to net-zero
orages Transition to electric vehicles on farm . .
. _ and support better environmental and economic outcomes
Selective breeding Adoption of renewable energy on farm
Vaccination I e ege . . .
—_— | Priority activities with a productivity, nature and carbon nexus
Reduced time to market
2%
Bi ' d 15% i Improved land management Convert crop waste to energy Protected areas of natural lands
iogas capture an J
waste management \ Cropland carbon Capture and reuse crop waste Enhancement of natural lands and
\ sequestration . . tivit
. \ q Increase fire management practices connectivity
~ \ \
934MtC02-e \ 43% | Degraded farmland Integrated pest management

\ \ Optimise livestock management practices

i restoration
C}Jn?ulatlve ngt ‘ “ . - . Integrated coastal zone management
band h emission reduction / Improved pasture Planting of legume (N, fixing) crop species
and use change - / . Ecosystem restoration, afforestation and
2021-2040 / /,/ management Retention of ground cover and stubble ; Y .
Reforestation of / reforestation
marginal land Improved grassland Optimise fertiliser, herbicide and pesticide
management use
Develop integrated )
shelterbelts Savanna burning Optimise water management practices

Stabilised fertilisers
3. This estimation is based on the pathway prepared for Farmers for Climate Action. EY considers that more ambitious
pathways exist for decarbonisation in the forestry and agriculture sectors, subject to political factors and technology

i ., . . T .. >
Source: How can Australia’s agriculture sector realise opportunity in a low emissions future?’, EY, 2021 developments
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https://farmersforclimateaction.org.au/wp-content/uploads/2021/09/FCA-EY-FINAL-Report-Low-emissions-future-for-Agriculture.pdf
https://farmersforclimateaction.org.au/wp-content/uploads/2021/09/FCA-EY-FINAL-Report-Low-emissions-future-for-Agriculture.pdf
https://farmersforclimateaction.org.au/wp-content/uploads/2021/09/FCA-EY-FINAL-Report-Low-emissions-future-for-Agriculture.pdf

How can government support regional primary producers?

Achieving a low emission future, while protecting and enhancing the benefits that the agriculture sector provides, will require a coordinated effort and
will ultimately foster the next generation of farmers delivering jobs and economic growth.

=)
é_ Establishing partnerships across the sector Continuing to develop and enhance Emission Investing in research and development

o . .

3 Cohesion across different industry bodies, Reduction Fund (ERF) methodologies Financial incentives for farmers and

- geographies and commodities Incentives that reward good management (both communities investing in leading technologies
()] . . . . .

£ Identifying synergies and co-benefits that exist historical and future) or efficient farm practices

c

§ across the sector Recognise agribusinesses that achieve Building capability and skills to assist with on-
8 additional biodiversity or social co-benefits. farm adoption, extension and capacity building

Sharing of cross sectoral knowledge

:
(%)

E

- Income diversification through carbon and Healthier ecosystems through low-emission land Build industry-wide resilience against

§ environmental markets management practices vulnerability to market forces, climate change

§ Australian produce differentiation and access to Reliable food production systems and delivery of and regulatory frameworks

% capital markets through carbon neutral, long-term value across agricultural supply Long-term socio-economic benefits for regional

= deforestation-free and organic products. chains. communities

0

Page 13 22 April 2024
EY

Copyright © 2024 Ernst & Young Australia. All Rights Reserved. Liability limited by a scheme approved under Professional Standards Legislation



ESG focus areas for the agriculture sector

-
EY
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Key challenges for primary producers

Increasing pressure from investors and customers onto primary producers

Multiple ESG-related frameworks

Evolving regulatory demands, regulatory bodies and timelines

Establishing internal processes to enable strategic decisions in the long run

Complex ESG data management and collection

Availability of data to support strategic decisions

Rising expectations for trust and transparency

Continuous monitoring and maturity of reporting frameworks
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How organisations are preparing to respond?

Commitment, purpose and vision

Define your commitment and align it to

. . . organisational vision, purpose and context
Continuous improvement and enhancing

impact p—

Ensuring you are improving year on year and

. . ) Understanding the context
achlevmg maXimum |mpact

Understanding the sustainability regulatory
environment and stakeholder expectations

Partnerships and value chain

hat elements make an ol
Understanding the sustainability impacts of your Materiality and engagement

value chain and establishing the right m pa thUI and What does sustainability mean to you and what are
partnerships \ ff t the most important sustainability issues to your
errective I organisation and stakeholders?
sustainability

strategy?

Transparency and reporting Strategy and governance

Established approach to achieving your targets and the

Clear communication on your progress and . . .
right governance in place to enable it

reporting aligned to established standards

Goals, targets and measuring progress

Clearly articulate your goals and establish targets to
measure your progress
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Questions and
discussion




EY | Building a better working world

EY exists to build a better working world, helping to
create long-term value for clients, people and society
and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in
over 150 countries provide trust through assurance and
help clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax
and transactions, EY teams ask better questions to find
new answers for the complex issues facing our world
today.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate legal
entity. Ernst & Young Global Limited, a UK company limited by guarantee, does
not provide services to clients. Information about how EY collects and uses
personal data and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more information about our
organization, please visit ey.com.

© 2024 Ernst & Young, Australia.

o o« > All Rights Reserved.
@ % 5 3
v
SO g g. YSCORE 003625-24-AUNZ
o7

In line with EY’s commitment to minimise its impact on the
environment, this document has been printed on paper with a high
). recycled content.

This communication provides general information which is current at the time of
production. The information contained in this communication does not constitute advice
and should not be relied on as such. Professional advice should be sought prior to any
action being taken in reliance on any of the information. Ernst & Young disclaims all
responsibility and liability (including, without limitation, for any direct or indirect or
consequential costs, loss or damage or loss of profits) arising from anything done or
omitted to be done by any party in reliance, whether wholly or partially, on any of the
information. Any party that relies on the information does so at its own risk. Liability
limited by a scheme approved under Professional Standards Legislation.
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