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Scenarios

Sustainability ~2 degrees global warming (SSP 1- RCP 2.6)
Follower ~2 degfees-élobal warmingu(SSP 4- RCP 2.65
Fossil fuel development ~4 degrees global warming (SSP 5- RCP 8.5)
Global decline ~4 degrees global warming (SSP 3- RCP 8.5)

HiFF Donwer Annual Report 2019
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Impacts under our Global Accord scenarin

—
® Thermal Coal

« Remains competitive on the cost curve and generates
accaptable retumns.

+ Careful consideration would be required before pursuing growth
opportunities given the current returns and growing regulatary
and societal pressures that could impact future asset values.

« Failure to achieve a breakthrough in commercialising low
emissions technologies such as CCS would reinforce this view.

+ Key transition fuel as concerted efforts to reduee emissions
are expected to increasingly focus on utilising gas for power
generation and transportation.

+ This results in high demand for gas, particularly in the short
to medium term, providing opportunities to invest in the quality
gas resources in our portfolio.

(=30

+ Although the sactor is slightly less attractive, our higher quality
assats remain very attractive compared to peers as penalties are
applied to lower quality coals.

+ Kay consideration is around pace of material substitution
{e.g. steel scrap in steelmaking) with the advent of tighter
environmental regutations.

+ By 2035, real crude ol prices are lower than our Central case
primarily due to the higher penetration of EVs.

« While crude cil will likely remain compaetitive in its cora
transportation market, it is the most adversely impacted
commaedity in our portfolio. Lower oil prices in this scenario
reduce returns, but our options remain relatively attractive.

+ Due to the stespness of the oil supply cost curve, our existing
oil growth projects ramain very competitive with other options
in the portfolio.

%

+ Remains attractive due to growing demand driven by the growth
in reanewables and EVs, which generally require more copper
to produce

« Price is lower as higher demand is offset by higher recycling.

« Aluminium substitution s assumed to be no greatar

+ Minimal impact on the copper growth portfolio as returmns reduce
minimally from the Central case and remain attractive.

+ Increasing regulatory approvals for mines delay the supply of

greenfield developments, an advantage for low-cost incumbents.

{&ﬂ tron Ore

34%

Sector remains attractive and has a minimal impact on our
existing portfolio.

« Kay consideration is around pace of material substitution
{e.g. eteel scrap in steelmaking) with the advent of tighter
environmental regulations.

BHP “Climate Change ; Portfolio Analysis Views after Paris”
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. s Mor ents may severely dam, :QG- port infrastructure. Adaptaton opfions
Relative assessment o L i T A
neh r greater tolerances. that can be instalied ant L] AUSTRALIA
resilience In 2040 Runaway greater tolerances, or infrastructure that can be instalied and
Climate Change scenario - e
Climate stressor E of for all South32 operations Mozal Aluminium —
Changes in extreme @ Containment failure in dams following intense rainfall Moderate resilience v,
weather patterns :
@ Containment failure in facilties following intense rainfall Moderate resilience
@ River flooding affects mine and processing operations B High resilience
@ Cyclones or storms affect port and rail operations Moderate resilience
Impact category kay Hillside Aluminium
@ Asset integrity and production continuity: Impacts which could directly affect the operation's capacity to operate safef y and Adaptation focus indicated under the Runaway Climate Change scenario I \
ma r\lmi} planned production levels (e.g. direct damage from severe storms, flooding from intense rainfall events, productiv »  Power ply to operations may be interrupted durning heatwaves. Adaotation is heavily =
decline from incre g dust creaton) rofi nce reflability and capacity of generation, - SOUTH
® Mamtammg supply chain and loglsucs. mr: which could r"ate"aHy affect access to critical inputs and delivery of products transm 7 QIS aciibes. AFRICA
to key locations (e.g. s affecting px integrity, drought affecting hydroelectric power supply, heat interrupting flight
operations,

@ Worker health: Impacls on the health and safety of cur employees (e.g. heat-related illness, increased malana nsk due to regional
climate changes).

HFT  Our Approach to Climate Change 2019 (South32) 59
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