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As Australia works towards its commitment of reaching net zero by 2050, two major projects 
will aid sustainable investors. One is the development of the Australian taxonomy which is a 
set of common definitions for sustainable economic activities. Its purpose is to make clear 
and consistent definitions of what is classified as a sustainable activity, making it easier for 
investors to identify opportunities and give them confidence and assurance when it comes to 
sustainability claims.  

The other is Australia’s mandatory reporting laws for ISSB 
disclosure by large companies coming into effect in July 
this year. Large companies (i.e. meeting 2 out of 3 of the 
following criteria - more than 500 employees, AUD $500 
million+ in revenues and more than AUD $1 billion+ in 
assets) will be required to report information about their 
sustainability- and climate-related risks and opportunities. 
This will provide more granular information about current 
and future sustainability of the company as well as how 
they intend to respond to those matters. For smaller 
companies that don’t yet qualify under the mandatory 
reporting, it is expected reporting will be in affect within a 
maximum of 3 years. That said, through our engagement 
we are learning that some of the companies that don’t 
have to mandatory report in the initial stages are working 
towards doing so in advance of their own obligation. 

We continue to progress our own journey in sustainability, 
always seeking to keep up with best practice. For further 
details on our ESG enhancements and accomplishments 
last year, please click here. 

In this edition we share highlights of our engagement 
meeting with toll road provider Transurban, Woolworths 
on recent accusations of price gauging, recycling of soft 
plastics and issues in their supply chain, Royal Automobile 
Club of Queensland on community work and climate 
targets and the Canadian Pension Plan Investment 
Manager on managing governance across their portfolios. 
We also finish off with a discussion on sustainability 
measures being taken by the company behind the 
Formula 1 Grand Prix. 

Transurban – the road to 
decarbonisation
When looking at approving any issuer for inclusion in our 
portfolios we take into consideration ESG risks. 
Specifically, we are looking to identify material ESG risks 
that may affect the credit profile of the company. 
Companies that have a high carbon footprint, and are in 

hard to abate sectors, have elevated, if not material ESG 
risks. Where we determine materiality, the issuer is not 
considered for our portfolios. Where it becomes more 
difficult is the analysis of companies that are the 
facilitator for heavy emitters, while not necessarily having 
a high carbon footprint themselves. Toll roads, airports, 
ports and even energy infrastructure (e.g. pipelines) are 
examples of these.

During the quarter we met with the sustainability team at 
toll road operator Transurban. They are an Australian-
owned company who build and operate toll roads in 
Melbourne, Sydney and Brisbane, as well as the United 
States and Canada. Their team led with their commitment 
to sustainability right across the business to ensure their 
social licence to operate. This includes Science Based 
Targets initiatives (SBTi) and verified 2030 and 2050 (net 
zero) carbon targets covering scope 1, 2 and 3 emissions.

The company’s 50% reduction in scope 1 and 2 emissions 
by 2030 (off a 2019 baseline) has already been achieved, 
mostly through the switch to renewable energy for 
electricity. We questioned the length of their power 
purchasing agreements (given increased demand in the 
market) and they noted contracts out as far as 2030. 

The challenge for most companies (unless in a hard to 
abate sector) is their reduction in scope 3 emissions, 
which can be significantly higher than their own 
operational carbon footprint (scope 1 and 2). Transurban 
are targeting a 22% carbon intensity reduction in scope 3 
which includes supply chain emissions for operations, 
major development project construction (i.e. building of 
the roads which includes embodied carbon), other fuel 
and energy not picked up in scope 1 and 2, waste, 
business travel and investments. While supply chain 
emissions have gone up in the last four years (against 
their 2019 baseline), overall they have managed to reduce 
scope 3 by 8% in FY23 driven (excuse the pun) by a 
reduction in project construction emissions and their 
investment portfolio. The project construction component 
however is very variable as it will depend on projects 
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currently in production, so this fall is not necessarily a 
precursor for the future pathway. Transurban did note 
their ability to help influence their project partners by 
working together on technology and incorporating into the 
contracts predetermined embodied carbon emission 
targets, council sustainability ratings of the projects and 
materials used.

The interesting learning for us when looking at their 
emissions was that customer travel emissions (i.e. 
motorists) are not included, not even in scope 3. While 
Transurban do show them as an FYI, they are not 
required to report and include them as defined by the 
GHG Reporting protocol. Road transport emissions 
account for about 12% of global greenhouse gas (GHG) 
emissions, with Transurban maintaining they have built 
roads that are “designed to support more efficient 
driving: smooth surfaces; minimal bends and steep 
climbs; zero traffic lights and quick incident response to 
keep traffic flowing.” They note this has resulted in a 
large reduction in travel time, saving vehicle emissions 
and ultimately a 28% reduction in GHG emissions 
compared to motorists taking alternate routes. However, 
we did question the increase in overall vehicles using 
their roads, which is due to the opening of new assets 
since 2019 and other roads being lengthened. 

While they advocate for the use of the of electric vehicles 
on their roads, they won’t be putting in charging stations 
as they want cars to keep moving to ensure the flow of 
traffic. No toll subsidies are offered for electric vehicles 
(EVs) sighting ‘customer fairness’. 

Through Transurban’s regeneration of roadside ecologies 
project, five trees are planted for every tree removed during 
construction of projects. Their vegetation management 
includes the protection of species on the sites. 

Rounding out our engagement we discussed social issues 
such as air quality control in their tunnels, diversity and 
inclusion targets for balanced gender representation (40% 

women, 40% men and 20% non-gender specific). Post our 
meeting they have reported gender pay gaps, showing a 
decline from 13.9% to 13% in the last three years for total 
renumeration, compared to the national median gap of 
19%. They are also seeking to increase indigenous 
employment through targeted trainee projects. 

Woolworths – A few things we need 
to discuss…
During the quarter we met with Woolworths, Australia’s 
largest retailer that operates destination supermarkets 
and convenience stores. In this meeting we had three 
main topics we wished to discuss which included the 
Australian Competition and Consumer Commission 
(ACCC) price gauging accusations, an update on plastic 
recycling and greater detail on their modern slavery policy. 

On the current ACCC price gauging accusations, 
Woolworths reiterated what has been widely reported as 
their retaliation, expressing that they do face strong 
competition in the domestic market from the likes of 
Coles, Aldi and Costco. Amazon, Bunnings and Harris 
Farm are also considered direct competitors with a range 
of Woolworth’s items. We note the sensitivity around this 
topic and await the outcome of the ACCC inquiry which is 
expected to take a year. 

Following the collapse of REDcycle (Australia’s largest 
soft plastic recycling program) in November 2022, 
Woolworths (along with Coles) approached the minister’s 
office seeking support from the government. A plastics 
task force was convened, taking control of the stockpile 
and storing them in a safe manner (e.g. one that was not a 
fire hazard). Of the stockpile, 3-4% was sent to landfill as 
they were not stored in a viable manner. Since then, 
Woolworths have been focused on trying to look at other 
available solutions. In early March, they announced a new 
soft plastics recycling trial which would go for six weeks. 
It is hoped that the soft plastics will be used in bitumen 
for our roads or in ceiling board to aid the construction 
industry, hereby creating a circular economy. 

The cotton industry in China’s Xinjiang region has been 
plagued with concerns over forced labour. We discussed 
this with Woolworths who flagged that their subsidiary Big 
W (importers of Manchester and clothing) do not source 
cotton directly from any suppliers in this region. However, 
they are cognisant of the inherent risk that comes from 
cotton in its supply chain. They acknowledged that 
companies who deal with cotton are more likely to be 
importing from China, given 80% of cotton imports come 
from there, and we assess this as an inherent risk in their 
supply chain. Acknowledging this risk, Woolworths did 
conduct a pilot for Big W whereby they investigated their 
top suppliers as well as their value chains. The finding 
was that none of them were linked to forced labour. 
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Another issue facing Woolworths the was the discovery of 
debt bondage in Malaysia, leading to their first case of 
modern slavery identification in 2022. By 2023, they had 
worked to remediate this issue with the supplier. This was 
done by improving housing conditions, constructing 
lavatories, returning passports that had been detained 
amongst other things. Further, Woolworths implemented 
penalties and changed the structure of recruitment fee 
incentives. Workers affected were also repaid. 
Woolworths have since developed a responsible 
recruitment addendum and are promoting ethical 
recruitment across certain Asian countries. 

RACQ – From helping the 
community to reducing their carbon 
footprint
The Royal Automobile Club of Queensland (RACQ), owned 
by over 1.7 million members, offer services of roadside 
assistance, motoring services, insurance, banking, travel 
and solar products. While we invest in the banking arm 
(entity Members Bank), the sustainability framework of 
the company is set at a corporate level. 

We met with the group’s senior environmental impact 
specialist and the head of sustainability to better 
understand the ESG credentials of this issuer, and to 
discuss their recently developed sustainability framework, 
“A Force For Good”, which focuses on climate risk, cost of 
living and road safety.

RACQ led with the fact that they have always had a focus 
on social and community impact, which includes grants 
to charities, sporting and indigenous clubs. They offer a 
large education program on road safety which is free to 
schools, and their roadside fleet do community rescues 
for non-members when children, vulnerable adults and 
animals are locked in cars. 

Whilst continuing with community work, the “A Force For 
Good” framework was set by the board, which is 

implemented by the executive teams of the underlying 
businesses. By November 2023, they had surpassed their 
target of 49% of electricity consumption coming from 
renewable sources, by reaching 100%. However, we did 
note that 49% was a weak target, and not in line with 
peers such as Royal Automobile Club of Victoria who 
reached 100% four years ago. They have locked in long 
term contracts to secure this power source and have put 
solar on some of their buildings with proposed plans to 
put more in place (e.g. Bundaberg office - while they don’t 
own the building, they have a long term lease in place and 
have negotiated with the landlord to be able to pay to put 
solar on the roof). 

They have three main buildings, one of which has a six 
star accredited NABERS energy rating. While the others 
aren’t eligible, they have upgraded energy efficiency and 
added solar. The company’s biggest direct emissions 
come from vehicles on the road, which they are switching 
to electric. We questioned how these will be charged 
given the high percentage of coal in the QLD energy mix, 
which they acknowledged is a problem, however, they will 
be encouraging staff to charge at one of their 55 
Queensland Electric Super Highway charging sites 
powered by renewables. 

RACQ are targeting net zero by 2030 in operations. For 
the bank, financed emissions are a challenge and for this 
they have set a 2050 target. For the most part these are 
household mortgages and includes their carbon footprint. 
RACQ have engaged carbon accounting providers to work 
out estimates of what this is, and then provide education 
to mortgage holders on energy efficiency. They offer four 
green products, including green home loans, green car 
loans, green personal loans and green bank cards, which 
are incentivised with decent funding discounts. The group 
also has an investment portfolio which has negative 
screens with revenue thresholds for fossil fuels, alcohol 
production, controversial weapons and tobacco.

On the social side, the group’s gender statistics are 
skewed towards women. This is likely the result of work 
life balance and flexible working arrangements in many of 
their call centres. They do emphasis their focus on 
diversity and inclusion. 

PSPIB – Investing in a company’s 
ability to monitor good governance
During the quarter we met with the Public Sector Pension 
Investment Board (PSPIB), a 100% Canadian owned entity 
who have been exclusively mandated by the Canadian 
Government to invest the net contributions of four Federal 
Pension Plans. These are the Public Service Pension Plan, 
the Canadian Armed Forces Pension Plan, the Royal 
Canadian Mounted Police Pension Plan, and the Reserve 
Force Pension Plan – the total of these plans is in excess 
of CAD $243.7 billion.
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While they are an investment manager, they do leverage 
their strong financial position by issuing debt. This 
currently sits at around 10% of the assets under 
management. They have launched a sustainability 
framework (ICMA approved), with two green bonds 
already in circulation (issued in Canadian dollars). Projects 
include renewable energy, energy efficiency pollution 
prevention and control, sustainable land use, water and 
wastewater management, circular economy, green 
buildings and clean transportation. The aim is to issue 
one green bond a year, targeting 10% of total debt 
(currently at 7.5%). The program is rated medium green by 
CISERO. They shared that the higher green rating would 
be overly restrictive and impairs ability to achieve 
investment objectives. They note a ‘greenium’ was evident 
in their inaugural issue, but this has eroded, with their 
subsequent green bonds expected to price in line with 
their normal funding curve. Diversification and quality of 
investors is cited as the advantages of issuing off their 
sustainability bond framework. 

Understanding the ESG risks for a company like this and 
being able to assess materiality as a holder of their debt is 
quite nuanced. While they manage a large investment 
portfolio, and are shareholders and debt holders of other 
companies, their revenue comes from the fees they 
charge for the service of managing and investing funds on 
behalf of members . They do not derive direct revenues 
from the underlying investments that they manage, and 
their scope 1 and 2 carbon footprint is a function of their 
operations as opposed to that of the companies they 
invest in. Therefore, carbon metrics associated with 
PSPIB’s investment portfolio represents an indirect source 
of emissions as guided by the GHG Protocol’s. Our focus 
when conducting this engagement meeting is getting an 
understanding of the governance process they have for 
managing their investment portfolio. This includes being 
satisfied that they have sufficient measures in place to 
mitigate controversies and exposures to controversial 
industries and are best in class at working with the 
companies they invest in to decarbonise and maintain a 
social license to operate. 

The only negative screen on their portfolio is in landmines. 
They are not believers in blanket exclusions, preferring to 
engage rather than exclude, noting they can utilise their 
capital and influence through engagement. Company 
engagement and proxy voting is a strong focus with 
numerous meetings conducted and outcomes diligently 
recorded. They are also in a privileged position of having 
board positions in many private companies with access to 
data and influence on strategy (i.e. check governance, 
review climate targets, enhance reporting). They have set 
a 2050 net zero target for their asset portfolio (considered 
to be their scope 3) and an interim target by 2026 to 
reduce holdings of carbon intensive assets that lack 
transition plans, working to ensure assets representing 
50% of their carbon footprint have firm credible 

decarbonisation pathways. Tracking carbon metrics is a 
focus, with coverage of companies invested currently at 
56%. They have set an 80% target of carbon coverage 
(scope 1 and 2) by 2026. 

PSPIB is not involved in any controversial product lines, 
has 58% female board members and 100% independence 
of board directors. They acknowledged that they are still 
building out the social side further. We recognise their 
strength in company engagement an ability to influence 
the companies they invest in, and we are comfortable with 
their trajectory for continued good governance. 

Formula 1 – driving towards a more 
sustainable future
The Australian Formula 1 Grand Prix graced Albert Park 
Lake in Melbourne in March. While a lover of the sport 
myself, and being lucky enough to be at the track, I did 
question the irony of an ESG specialist being at the event. 
The Formula 1 (F1) has a large carbon footprint, but 
interestingly only 0.7% is a result of the racing car 
emissions. The other 99.3% of their emissions comes 
from event operations (7.3%), logistics including the 
movement of teams across the globe for races (45%), 
facilities and factories (19.3%) and business travel of 
employees (hotels, transport etc at 27.7%).

To their credit, and under the strong influence of seven-
time world champion driver Sir Lewis Hamilton, the 
company has improved its sustainability credentials and 
has committed to be a net zero carbon sport by 2030. 

With relatively low emissions derived from the cars 
themselves, it is other areas of their business that need to 
do the heavy lifting to achieve their targets. However, of 
interest is that F1 is working with all the large oil 
companies to develop a 100% sustainable fuel, which will 
be used in all F1 cars from 2026. The fuel will be carbon 
neutral, meaning the carbon used to produce that fuel will 
offset the carbon emitted from the engine. While still in 
production by the oil companies, it is likely the sustainable 
fuels (synthetic or biofuel) will use non-food biomass and 
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household waste so as not to compete with first 
generation food sources (e.g. it will use potato peels not 
potatoes). Where this is interesting, is this fuel can be 
used in road cars now, without modification, helping to 
decarbonise transport which is responsible for 15% of 
global emissions (~12% in car emissions).

This is a move in the right direction for F1 cars, but it is 
too soon to call it the answer to reducing global car 
emissions. Where supply and cost may not be an issue for 
F1, they are for the rest of us. While the sustainable fuel 
used in F1 cars has a rule around not being able to be 
derived from food sources, the majority of biofuels are 
produced from food-grade feedstocks such as corn, 
sugarcane, palm oil, sunflower oil, and soybean oil. They 
are therefore in direct competition for land and water with 
food crops required to feed our growing population, 
potentially resulting in food shortages and price increases. 
The supply is unlikely to ever be available for widespread 
use globally in cars (unless carbon extraction from the 
atmosphere is ramped up as an alternative to biomass). In 
addition, the cost to produce sustainable fuels are 
significantly more than petrol making it untenable for 
widespread use. 

We support the efforts of F1 to reduce their own carbon 
footprint and making it more guilt-free to attend their 
events. As an investor, these developments are relevant to 
us given airlines, airports and the auto industry all fall into 
our investment universe, and this offers hope for an 
acceleration in the decarbonisation of these industries. 
While sustainable fuels may never be the complete 
answer to reducing motor car emissions, the increased 
awareness, technology research and development can 
only be seen as a positive.

Conclusion
Contradicting the strong start in issuance levels in 2024 
for the green, social, sustainable and sustainability-linked 
(GSSS) labelled bond market, S&P released their 
sustainable bond issuance report in February forecasting 
only a modest rise in issuance this year. S&P noted 
increased adoption of sustainable taxonomies, growth in 
bond issuance from emerging markets and a focus on 
accelerating the energy transition as favourable 
contributors to growth. However, higher interest rates and 
possibly an economic slowdown in Asia and Europe will 
be headwinds. The result will be a rise in GSSS bonds in 
line with the rest of the bond market. Unsurprisingly, they 
predicted that green bonds would continue their 
dominance in GSSS bond markets and suggested 
increased share from middle- and low-income countries 
with large funding needs. Transition bonds are also 
predicted to have their strongest year on record in 2024. 
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Fund exposures – Labelled securities

Labelled bond portfolio holdings mapped to UN Sustainable Development Goals
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MSCI – ESG Risk Rating Summary for Janus Henderson Australian Fixed 
Interest Fund

19 engagement meetings in the past 12 months 

MSCI – Corporate Carbon Intensity Overview for Janus Henderson 
Australian Fixed Interest Fund

ESG ratings distribution

Engagement breakdown

	■ The ESG Risk Rating measures the degree to 
which a company’s economic value is at risk 
driven by ESG factors, as assessed through 
MSCI's calculation of the company’s 
unmanaged ESG risks.
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FOR MORE INFORMATION, PLEASE VISIT JANUSHENDERSON.COM

The views expressed in this report are those of the Janus Henderson Australian Fixed Interest team. All figures are in Australian dollars, unless 
otherwise stated.
Important information:
This information is issued by Janus Henderson Investors (Australia) Institutional Funds Management Limited ABN 16 165 119 531, AFSL 444266 
(Janus Henderson). The funds referred to within are issued by Janus Henderson Investors (Australia) Funds Management Limited ABN 43 164 177 244, 
AFSL 444268 unless otherwise stated. The value of an investment and the income from it can fall as well as rise and you may not get back the amount 
originally invested. This information is intended solely for the use of wholesale clients, as defined in section 761G of the Corporations Act 2001 (Cth). 
By receiving this information you represent that you are a wholesale client. Past performance is not indicative of future performance. The information 
contained in the document regarding investment scenarios is for illustrative purposes only. Illustrations are only for the limited purpose of analysing 
general market or economic conditions and demonstrating the research process. References to specific securities should not be construed as 
recommendations to buy, sell or hold any security, or as an indication of holdings. This information does not purport to be a comprehensive statement 
or description of any markets or securities referred to within. Tax assumptions and reliefs depend upon an investor’s particular circumstances and may 
change if those circumstances or the law change. Prospective investors should not rely on this information and should make their own enquiries and 
evaluations they consider to be appropriate to determine the suitability of any investment (including regarding their investment objectives, financial 
situation, and particular needs) and should seek all necessary financial, legal, tax and investment advice. If you invest through a third party provider 
you are advised to consult them directly as charges, performance and terms and conditions may differ materially. This information is not intended to 
be nor should it be construed as advice. This information is not a recommendation to sell or purchase any investment. It does not form part of any 
contract for the sale or purchase of any investment. Any investment application will be made solely on the basis of the information contained in the 
relevant fund’s offer document (including all relevant covering documents), which may contain investment restrictions. This information is intended as 
a summary only and (if applicable) potential investors must read the relevant fund’s offer document before investing. You should consider the current 
PDS, available at www.janushenderson.com/australia, before making a decision about the Fund. Target Market Determinations for funds issued by 
Janus Henderson are available here: www.janushenderson.com/TMD. This information has been prepared using information from a variety of sources. 
The information is believed by Janus Henderson to be correct but no warranty is made with respect to its completeness or accuracy. All opinions and 
estimates in this information are subject to change without notice. Janus Henderson is not under any obligation to update this information to the extent 
that it is or becomes out of date or incorrect. Janus Henderson is a trademark of Janus Henderson Group plc or one of its subsidiaries. © Janus 
Henderson Group plc.	

Contact us
General enquiries: 1300 019 633
Email: clientservices.aus@janushenderson.com
Website: janushenderson.com/australia

Our Australian Fixed Interest ESG investment team
The Janus Henderson Australian Fixed Interest team’s ESG capabilities are managed by a subset of the wider team, 
with strong credit analysis, issuer engagement and fixed interest ESG assessment experience.
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