First Nations Controversy Impact Analysis

First Nations issues in the Australian investment context

15 Times Better
Introduction: why First Nations controversies matter to investors

In recent years, investors have learned that corporate controversies involving First Nations
peoples are not just social or ethical issues — they can pose material financial risks. J.P.
Morgan’s “First Principles — Controversy Watch™ framework outlines that sustainability-
related controversies do impact stock performance under certain conditions.

In the Australian context, events like Rio Tinto’s destruction of the Juukan Gorge sacred
caves in 2020 have galvanised unprecedented investor attention to First Nations issues?.
Such incidents highlight that failing to respect First Nations rights — whether through cultural
heritage destruction, lack of community consent, or broken benefit-sharing agreements —
can damage a company’s reputation, invite legal action, delay projects, and even depress
share prices.

This report adapts J.P. Morgan’s controversy impact analysis framework to First Nations-
related controversies, with a focus on Australian investments and comparative global
examples. We define key types of First Nations controversies, examine case studies linking
these issues to stock price impacts, review research on when and why these controversies
become financially material, and recommend how analysts can systematically identify and
assess such risks.

A summary matrix of common triggers, financial effects, and mitigation indicators is provided
to guide investors in proactive risk management.

Defining a First Nations controversy framework

Not all controversies are created equal. In sustainable investing terms, a controversy means
‘negative news about a company that may indicate poor sustainability practices or increased
sustainability-related business risks™.

For First Nations issues, controversies typically involve a company’s actions (or inaction)
that harm First Nations peoples’ rights, heritage, or well-being. Based on recurring themes in
Australia and globally, we can outline a First Nations controversy framework with several key
categories of triggers:

1).P. Morgan, First Principles — Controversy Watch: A Playbook to Assess the Financial Impact of
Controversies (Global Research, 3 June 2025)

2 Plastow, Killian. “Astounding revelation: Rio Tinto’s Juukan Gorge explosion could have been avoided”.
The New Daily, 7 August 2020
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o Cultural heritage destruction: Damage or destruction of sites of deep cultural,
spiritual, or historical significance to First Nations peoples.

Example: Rio Tinto’s blasting of the 46,000-year-old Juukan Gorge rock shelters —
legally permitted at the time but morally catastrophic — exemplifies how such
destruction can spark public outrage and comparisons to egregious acts?.

o Failure to obtain Free, Prior, and Informed Consent (FPIC): Proceeding with
projects on First Nations lands without meaningful consultation or consent. FPIC is a
cornerstone of the United Nations Declaration on the Rights of Indigenous Peoples
(UNDRIP) and requires that First Nations communities have a genuine say in
decisions affecting their lands and culture. Ignoring FPIC can lead to protests,
blockades, and court injunctions.

Example: The Standing Rock Sioux’s opposition to the Dakota Access Pipeline
(USA) stemmed from lack of consent and fears of water contamination, escalating
into a global movement when early objections were disregarded?.

o Benefit-sharing and compensation disputes: Violations of agreements or
expectations on sharing the economic benefits of resource projects. This includes
refusing fair royalties, inequitable contracts, or inadequate reparations for impacts.

Example: Fortescue Metals Group (FMG) in Australia mined on Yindjibarndi
traditional land for years without a royalty deal, leading to a landmark $1.8 billion
native title compensation claim for spiritual and economic loss*. The protracted
dispute reflects how sidelining First Nations stakeholders can culminate in massive
financial liabilities.

o Community health and environment harm: Activities that degrade First Nations
communities’ environment or health. This could involve pollution of water or sacred
sites, or projects (mines, pipelines) that threaten essential resources. Such harms
often entangle both environmental and cultural rights, fuelling controversy and
demands for remediation.

e Cultural appropriation and intellectual property misuse: Inappropriate use of
First Nations cultural motifs, knowledge, or symbols for commercial gain without
permission or benefit to the community. While these incidents may not always move
stock prices, they can tarnish a brand and invite boycotts or legal challenges (e.g.
patenting of First Nations plants or art by non-First Nations companies, as noted in
investor guidance®.

Each category above can trigger negative news signalling poor practices, fitting J.P.
Morgan’s definition of a controversy’. Crucially, these issues often intersect — a single

3 Kelly, Sharon. “Energy Transfer, Banks Lost Billions by Ignoring Early Dakota Access Pipeline Concerns”.
DeSmog, 3 December 2018

4McLean, Charlie and Shackleton, Jessica. “Cultural losses key to $1.8b damages claim by Pilbara
traditional owners”. ABC News, 27 February 2025

5 Responsible Investment Association Australasia (RIAA), Investor Toolkit: Indigenous Peoples’ Rights

(2021)
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incident can encompass multiple failings (e.g. Juukan Gorge involved lack of informed
consent, destruction of heritage, and a flawed legal framework®).

Next, we examine how such controversies manifest in financial terms, using case studies to
illustrate stock price impact and investor response.

Case studies: From Juukan Gorge to Standing Rock — stock impact of
controversies

Case 1: Rio Tinto and Juukan Gorge (Australia, 2020).

Rio Tinto’s blast of ancient Aboriginal heritage caves at Juukan Gorge stands as a
cautionary tale for investors. When news broke that the company had legally destroyed a
46,000-year-old sacred site, the immediate market reaction was sharp: Rio Tinto’s share
price dropped about 3% on the day of a parliamentary inquiry hearing on the incident?. It
closed ~2.9% down, underperforming peers, despite otherwise strong iron ore profits at the
time.

More telling was the investor backlash — major institutional shareholders and advocacy
groups expressed outrage, seeing this as a serious governance failure. The Australian
Centre for Corporate Responsibility noted an “unprecedented” level of investor interest in
First Nations rights after Juukan, “the most interest ... ever seen from the investment sector
on [a] First Nations issue™.

Within months, Rio Tinto’'s CEO and several top executives resigned under pressure. While
Rio’s stock eventually rebounded with commodity prices, the reputational damage was
lasting. A 2022 case study observed that Rio Tinto faced no immediate legal penalty and its
share price and bonds were initially unaffected, yet the incident “ruined its crucial
relationship” with Traditional Owners and provoked global condemnation®.

In other words, the financial impact was real but manifested in subtler, longer-term ways —
loss of trust, scrutiny from regulators (a federal inquiry titled “Never Again”), and higher
hurdles for future projects. Juukan Gorge taught investors that even legal actions can be
deeply value-destructive if they violate societal norms and First Nations rights.

Case 2: Fortescue Metals Group and Yindjibarndi Land (Australia, ongoing).

Fortescue’s multi-year conflict with the Yindjibarndi people highlights how consent failures
and benefit-sharing disputes can snowball into major financial risks. FMG built its Solomon
Hub iron ore mines in Western Australia without securing agreement from the Yindjibarndi,
instead relying on statutory approvals and offering only minimal benefits. The Yindjibarndi
Nation fought back through the courts: in 2017 they won exclusive Native Title over the area,

6 Cameron Hume, Corporate Governance at Rio Tinto — an ESG case study. Pensions for Purpose.
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and by 2023 their community corporation (YNAC) launched a claim for $1.8 billion in
compensation for cultural and economic losses*.

Fortescue denies causing harm or owing royalties, but the Federal Court battle (closing
arguments in 2025) represents a material contingent liability. Analysts note this claim
equates to a significant share of Fortescue’s annual profit, and a ruling against FMG could
set a costly precedent’. Beyond the legal risk, Fortescue’s reputation with Indigenous
communities has been dented.

The case underscores that ignoring FPIC and under-valuing cultural loss can translate into
huge financial damages — either through court-ordered payouts or settlements. Investors in
extractives are watching closely, as this is one of the first major tests of how Australian
courts price “spiritual loss” to Traditional Owners in financial terms.

In short, Fortescue’s controversy illustrates a slow-burn impact: it did not cause an
immediate share price crash, but it created long-term uncertainty (a cloud over FMG’s
valuation) and incentivised investors to demand better risk management going forward.

Case 3: Energy Transfer and the Dakota Access Pipeline (USA, 2016—-2017).

First Nations controversies can also play out on the global stage, as seen in the Standing
Rock Sioux Tribe’s protest against the Dakota Access Pipeline (DAPL). Energy Transfer
Partners (ETP), the pipeline’s developer, initially brushed off Sioux concerns about sacred
water sources and failed to conduct meaningful consultations®. The result was an escalating
protest movement (#NoDAPL) that grabbed world headlines and drew in environmental and
human rights advocates.

The financial fallout was striking: construction delays, reroutes, and security costs caused
the pipeline’s cost to balloon from $3.8 billion to at least $7.5 billion — nearly double the
original budget®. A study by the University of Colorado estimates that ETP and its partners
incurred not less than $7.5 billion in losses due to DAPL-related social conflict, and the
consortium of banks financing the project lost around $4.4 billion (largely from investors
closing accounts in protest)®. Additionally, Energy Transfer’s stock significantly
underperformed during the controversy: shares fell ~20% while the S&P 500 rose ~35% in
the same period®. In effect, shareholders paid the price for the company’s poor social risk
management.

The DAPL case demonstrates how extreme controversies can become material and
“enduring” in their stock impact. Once the market recognised the legal and reputational
quagmire, ETP’s valuation suffered a lasting hit, lagging its peers®. Notably, the episode also
prompted some European banks to pull financing, and cities like New York to pressure

7 Fowler, Elouise. “Fortescue faces $1.8b native title compensation claim”. Australian Financial Review,
19 February 2025.
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divestment® ° — showing that investor and lender actions can amplify financial consequences
for companies seen as violating Indigenous rights. As one report concluded, the pipeline
conflict “was out of line with UNDRIP principles ... the losses underline that companies need
to take those principles into account™.

Other Examples:

These case studies are not isolated. In Canada, pipeline and energy projects (Coastal
GasLink, Trans Mountain) have faced strong opposition from First Nations, leading to delays
and political risk. In South America, courts have halted mining and oil operations for failing to
consult First Nations communities (Ecuador’s courts blocked oil auctions on Waorani lands,
for example'?).

Each instance reinforces a common message: when companies dismiss First Nations
peoples’ voices, they invite operational disruption and financial pain.

Next, we explore under what conditions these controversies become truly material to
valuations, drawing on research and market observations.

When do First Nations controversies become financially material?

Not every controversy makes an immediate dent in share price. J.P. Morgan’s analysis found
that aside from extreme (and rare) cases, the financial impact of ESG controversies can be
“challenging to discern” in the short term’. This is partly because investors must weigh
context: the severity of the incident, the company’s prior reputation, and the broader market
environment.

Research and experience indicate several factors that determine when and why First
Nations-related controversies translate into material financial impacts:

o Severity and “extremity” of the event: Truly egregious events (deaths or injuries,
destruction of irreplaceable heritage, mass protests or global media coverage) are
more likely to be seen as material. They alter consumer or investor behaviour in
visible ways.

For instance, Juukan Gorge — an “extreme and rare” destruction of a sacred site —
triggered international condemnation and was immediately flagged by investors as a
serious governance failure, prompting sustained pressure on Rio Tinto?. By contrast,
lesser-known or more routine disputes might fly under the radar unless they
escalate. Materiality often arises when a controversy symbolically represents broader

8 “Six banks step away from Dakota Access Pipeline (DAPL) and backers”. BankTrack, 2017.

9 Cavanagh, John and Ghanem, Domenica. “Force the Banks Out of Standing Rock”. US News, 19
December 2016

10 “Waorani people win landmark legal victory against Ecuadorian government”. Amazon Frontlines, April
2019.
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issues or sparks regulatory intervention. In Juukan’s case, it highlighted systemic
legislative flaws and spurred a Parliamentary Inquiry titled “Never Again”® elevating
its importance for the entire sector.

Existing ESG profile and expectations: A company’s sustainability reputation
going into a controversy can shape investor reactions. Stocks with poor ESG scores
or a history of community conflicts struggle to mitigate controversy fallout, whereas
those with strong ESG profiles may be given more benefit of the doubt’.

In essence, if a company is already viewed sceptically on First Nations relations, a
new incident confirms investors’ worst expectations and can quickly become “priced
in” as higher risk. Conversely, a company known for robust First Nations engagement
might see a more tempered market response (or faster recovery) as stakeholders
believe it will address the issue constructively.

This aligns with J.P. Morgan’s finding that strong sustainability practices safeguard
against controversy-related risks'. Sustainability consensus matters: if an incident
clashes sharply with a cultivated image - for example, a company touting its
Reconciliation Action Plan (RAP) but then caught in a rights violation - the hypocrisy
can magnify backlash.

Financial exposure of the project / operation: Investors will size the potential
direct costs: Will this controversy halt a key project or cancel a valuable asset? Will it
result in a hefty fine or compensation payout? If yes, markets are likelier to react.

The $1.8b Yindjibarndi claim against FMG is a case in point — that dollar figure, if
awarded, would materially hit future earnings®. Similarly, the Dakota pipeline’s multi-
billion dollar overruns and the possibility of forced shutdown (at one point, a court
ordered a temporary halt) clearly threatened cash flows, meriting a stock re-rating®.

On the other hand, controversies with more reputational than immediate financial
costs can be harder to quantify, so the market may only gradually impound those
effects (e.g. reduced future growth opportunities, or higher cost of capital). However,
these indirect costs are very real: for example, research by University of Queensland
/ Harvard quantified the cost of community conflict for a major mining project at
roughly $20 million per week of delayed production!. In one case, a mining company
incurred $6 billion in losses over two years due to community opposition — a double-
digit percentage of its profits''. These findings make clear that project delays,
suspensions, or abandonments due to social conflict can erode significant
shareholder value.

Stakeholder mobilisation and public awareness: A controversy is more financially
dangerous when it catalyses broader stakeholder actions — be it regulatory scrutiny,
investor campaigns, consumer boycotts, or community alliances. When multiple
stakeholder groups converge, the pressure on the company intensifies.

" Franks, DM, Davis, R, Bebbington, AJ, Ali, SH, Kemp, D, Scurrah, M. 2014. Conflict translates

environmental and social risk into business costs, Proceedings of the National Academy of Sciences.
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The Standing Rock protests illustrate this: what began as a local tribal objection
turned into a global social movement with environmental NGOs, celebrities, and even
city governments joining in, which then led to banks and investors reassessing their
involvement® 8. This amplifying effect turned a regional issue into a material risk, as
evidenced by billions withdrawn by financiers and permanent reputational damage to
Energy Transfer®.

In Australia, similarly, investor coalitions and pension funds have become more
willing to act. After Juukan Gorge, several large superannuation funds publicly
castigated Rio Tinto and later pushed for industry-wide heritage reforms. When
controversies resonate with wider societal issues (such as First Nations rights, racial
justice, or climate change), they are more likely to become material because they
attract sustained scrutiny beyond just the immediate community.

o Longevity and recurrence: A short-lived controversy might blow over, but if an issue
persists or repeats, it graduates to material status. Investors differentiate between a
one-off incident and a pattern of behaviour. If a company faces recurring conflicts
with First Nations communities, it signals deeper governance problems.

For example, if multiple heritage breaches or protests happen, regulators may
intervene, or communities may refuse any new permits — jeopardising future
expansion. Chronic controversies eat away at a company’s social license to operate,
which can be as important as any legal license. By contrast, companies that respond
swiftly and prevent recurrence can sometimes reassure investors that the situation is
under control.

In summary, First Nations controversies become material when they lead to tangible
financial costs or when investors collectively decide that the risk profile of the
company has fundamentally worsened. As the J.P. Morgan’s study notes, once a
controversy’s impact is recognised by the market, it tends to have an “enduring negative
impact” on stock performance, with the affected stock underperforming peers for at least
12 months post-incident'.

This aligns with the evidence from the pipeline case (ETP lagging the market during and
after the conflict) and anecdotal observations that Rio Tinto’s valuation multiples post-Juukan
incorporated a “governance discount”. The lasting nature of these effects underscores why
investors must proactively manage and mitigate such risks before they escalate.

Indeed, poor management of First Nations relationships can create a cascade of financial
risks: litigation risk (e.g. lawsuits or permit challenges that stall projects), reputational
risk (loss of community support, loss of shareholders who use ESG screening, and
difficulty attracting talent or partners), and operational risk (project delays, unexpected
reparations or compliance costs, even forced management changes)®.

These are not theoretical — they have all materialised in one case or another. The table
below summarises common triggers of First Nations controversies, their typical financial
effects on companies, and indicators of robust management that can mitigate these issues.
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Triggers, financial effects, and mitigation indicators (matrix)

To aid investors, Table 1 presents a high-level matrix linking frequent controversy triggers to likely financial impacts and key indicators of how
well a company is managing its First Nations stakeholder risks:

Controversy Trigger (First Likely Financial Effects (Risk Pathways) Mitigation Indicators (Signs of Good Management)
Nations Issue)
Destruction or Damage of Immediate reputational damage (negative media v" No-go commitments for known sacred sites in company
Cultural Heritage (sacred globally) policy
sites, artifacts, burial grounds) Regulatory inquiries or moratoria on operations (as | ¥~ Cultural heritage due diligence integrated into project
seen after Juukan Gorge) leading to project delays planning (avoiding significant sites even if legally permitted)
Investor backlash; potential share price drop if v' Transparent heritage management plans co-designed with
incident is high-profile First Nations custodians
Leadership crisis (calls for CEO/Board v' Board-level oversight of cultural heritage (e.g. regular
accountability) reporting to board committee)
Failure to Obtain Free, Prior, Community protests, blockades halting operations | v* Formal FPIC policy and evidence of its application in all
Informed Consent (FPIC) for (production losses) major projects
projects Legal action (injunctions, court-ordered v Early and ongoing engagement processes (documented
suspensions of permits) causing cost overruns meetings, inclusion of Traditional Owners in decision-
Financing risk: banks or investors withdraw funding maklng) _
due to FPIC violations (as in DAPL, multiple banks | ¥ Indigenous Land Use Agreements (ILUAs), Impact Benefit
pulled out) Agreements (IBA’s) or other agreement-making mechanisms
Long-term value erosion if project's viability is signed before project start, with community endorsement
compromised (stranded asset risk) v' External auditing of community consultation quality (to verify
it's informed consent, not just a one-way “consultation”)
Benefit-Sharing Lawsuits for back-payment or damages (e.g. multi- | v* Benefit-sharing agreements in place (royalty streams, equity
Dispute (royalties, million or billion-dollar claims) stakes, jobs, community development funds) negotiated with
compensation, profit-sharing) Revocation or renegotiation of licenses (if legitimate First Nations representatives
government intervenes due to unfair terms) v Disclosure of payments to First Nations communities
(transparency can build trust)
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Controversy Trigger (First
Nations Issue)

Likely Financial Effects (Risk Pathways)

Mitigation Indicators (Signs of Good Management)

e Strained community relations leading to
operational disruptions or refusal to allow
expansion

e Reputation risk among investors who expect
equitable treatment of First Nations partners

v Grievance mechanisms accessible to communities to
address issues before they escalate to courts

v" Regular independent reviews of agreement implementation
(ensuring promises are kept on both sides)

Community Protest &
Blockades (over
environmental harm, sacred
land encroachment, etc.)

e Operational downtime costs: each week of halted
operations can cost millions

e Security and legal expenses to manage conflicts

e Project schedule slippage erodes NPV; in extreme
cases project cancellation (lost capex)

e Share price volatility if markets perceive a major
project is at risk of not completing

v Strong “social license” track record (company has history of
resolving community issues peacefully through dialogue)

v"Joint management or monitoring committees including
community members (to catch grievances early)

v' Crisis response plans for community incidents, emphasising
negotiation over litigation or force

v Support from other stakeholders (NGOs, local governments)
who vouch for company’s community engagement approach

Governance/Gaps in First
Nations Inclusion (no First
Nations input on decisions,
lack of diversity in leadership)

e Indirect but real: blind spots leading to
controversies (preventive failure)

e Strategic missteps (projects chosen without
considering Indigenous opposition) result in write-
downs

e Loss of institutional investors’ confidence in
management quality (ESG governance
downgrades)

v First Nations advisory boards or First Nations leaders in
management/Board roles (bringing perspective)

v Training programs for staff/leadership on First Nations
cultural awareness

v" Public commitment to frameworks like UNDRIP and
Australian Reconciliation Action Plan (RAP) with measurable
targets

v Third-party verification of First Nations engagement
performance (e.g. assurance on RAP progress, or ratings by
First Nations-led assessors)

Table 1: Common triggers of First Nations-related controversies, associated financial impacts, and indicators that a company has mature practices to mitigate these risks. Adapted from RIAA

‘Investor Toolkit: Indigenous Peoples’ Rights’ (2021 )5
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This matrix is not exhaustive, but it highlights patterns observed across cases. For instance,
companies that proactively embed FPIC and heritage protection into their governance are far
less likely to end up in costly confrontations. On the flip side, red flags such as a lack of any
reference to UNDRIP or FPIC in a company’s sustainability reporting are warning signs for
investors®.

In one benchmark, the Responsible Investment Association Australasia (RIAA) noted that
disclosures which “seek to alter standards to fit a lower bar” (for example, redefining FPIC as
mere consultation) or which focus on superficial metrics (counting First Nations employees
or procurement spend without context) can mask deeper issues®). These are precisely the
kinds of qualitative signals an astute analyst should watch for.

How Investors can identify and assess First Nations-related risk systematically

Responsible investors and ESG analysts need a systematic approach to evaluating First
Nations issues within their portfolios. The goal is to identify potential controversy risk
factors before they erupt into value-destroying events, and to assess how well companies
are managing these unique social risks.

Here we outline a playbook for analysts, incorporating tools like the 15 Times Better maturity
assessment and best-practice disclosures:

1. Integrate First Nations risk criteria into ESG analysis: Expand your due diligence
checklist to explicitly cover First Nations rights and community relations. This means
reviewing company filings, sustainability reports, and websites for policies or
statements on First Nations engagement. Key things to look for include: commitment
to Free, Prior and Informed Consent (is it mentioned and defined?), endorsement of
UNDRIP, existence of a RAP (for Australian companies), any First Nations
employment or procurement programs, and whether incidents involving First Nations
heritage are disclosed.

A company that acknowledges Traditional Owners, outlines engagement processes,
and reports on outcomes is inherently lower risk than one that stays silent. On the flip
side, be wary if a company only speaks in generalities or treats First Nations matters
as a PR exercise — for example, focusing only on feel-good statistics rather than how
it handles conflicts or protects sacred sites®.

2. Use maturity assessment frameworks (e.g. 15 Times Better'? Maturity
Model): Leverage specialised tools to gauge how advanced a company is in its First
Nations engagement. The 15 Times Better maturity assessment, for instance, is
designed to evaluate an organisation’s capability and performance across
dimensions like governance, relationships, respect for culture, and benefit-sharing.

Such a framework typically ranks companies on a scale from non-compliance (not
meeting minimal requirements) up to leadership (setting best-practice standards). By

2 15timesbetter.com.au.

Commercialin confidence 10


https://15timesbetter.com.au/

applying a maturity model, an investor can quickly identify if a company is at risk —
e.g., a mining firm at a low maturity level may lack internal expertise (anthropologists,
community liaisons), have weak oversight, and be one step away from a controversy.
Conversely, a company with a high maturity score likely has embedded processes to
ensure FPIC, continuous community dialogue, and co-management of heritage
(significantly reducing the probability of conflict).

This tool-based approach brings a “hard-nosed, business-focused” lens to what can
otherwise be seen as a soft issue®®. It translates qualitative factors into an evaluative
score that can be compared and tracked over time.

Monitor public disclosure and external indices: Keep an eye on external
indicators such as controversy ratings from ESG research providers (MSCI,
Sustainalytics, etc.), which often flag severe community or human rights incidents.
Monitor media and NGO reports for any mention of First Nations community disputes
involving portfolio companies — early signals often emerge in local news or activist
press.

Investor coalitions like RIAA or Australian Council of Superannuation Investors
(ACSI) sometimes publish lists of companies with poor First Nations relations or
example “poor practices” (the RIAA Toolkit's Appendix provides cross-sector
examples of corporate missteps involving First Nations communities®.

Subscription tools can set alerts for keywords (company name + “First Nations” or
“land rights” etc.). Additionally, track if the company has faced government or legal
actions: e.g., any parliamentary inquiries, native title tribunal decisions, or heritage
protection orders. These public records can reveal issues that the company might not
volunteer in its glossy reports.

Engage with companies — ask the right questions: As an investor or analyst,
direct dialogue with companies is crucial. Use engagement opportunities (AGMs,
investor meetings, ESG roadshows) to probe management on their approach to First
Nations issues. Some pointed questions to consider:

e “How do you ensure Free, Prior, Informed Consent for projects on First
Nations land? Can you provide an example of how community consent
influenced project planning?” (This tests whether FPIC is a genuine practice
or a box-ticking exercise.)

o “What governance structures oversee First Nations relationships? Do any
board members or senior executives have accountability for First Nations
stakeholder outcomes?” (Looking for answers like a board sustainability
committee that covers First Nations matters, or a First Nations Advisory
Council that reports to the CEO?®).

3 McAuliffe, Topaz. “When | was working at Coles Group”. LinkedIn, August 2024.
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e “Have you had any heritage or native title incidents, and how were they
resolved? What did you learn from them?” (Transparency about past issues
and improvements made is a good sign; denial or deflection is a red flag.)

o “What benefit-sharing mechanisms are in place with Traditional Owner
groups? How do you measure the success of those programs?” (Gauge if the
company focuses on genuine long-term benefits or just one-off transactions.)

o “How do First Nations stakeholders voice grievances, and what is the process
to address them?” (According to UN guidance, grievance mechanisms should
be legitimate, accessible, equitable, and rights-compatible®. Companies
should describe something more robust than a generic 1-800 hotline.)

By asking such questions, investors signal that they expect serious answers and progress.
Companies that can respond with concrete examples (e.g., “we adjusted our mine plan to
avoid a cultural site after consultation with X community”) demonstrate a lower risk profile
than those that answer with platitudes.

5. Leverage industry frameworks and benchmarks: Align your analysis with
emerging standards. The Dhawura Ngilan Business and Investor Initiative in
Australia, for example, has developed Best Practice Standards in Indigenous cultural
heritage management for the private sector!4.Investors can use these standards as a
benchmark to evaluate companies’ disclosures and practices.

Likewise, frameworks such as the Equator Principles®® (for project finance) or the
International Finance Corporation World Bank Group (IFC) Performance Standard
7%¢ (on Indigenous Peoples) provide checklists for what proper consultation and
compensation should entail. If a company’s project adheres to these frameworks, it is
a positive indicator; if not, one should question why.

Additionally, consider using indices or ratings focused on First Nations relations — for
instance, in Australia, you could consider ranking companies based on their RAP
level (Reflect, Innovate, Stretch, Elevate) and achievements. A company stuck at a
basic RAP level for years might lack genuine commitment, whereas one at “Elevate”
status (the highest level in Australia’s RAP program) with verified outcomes likely has
more mature practices.

6. Watch for red flags in reporting: The RIAA Investor Toolkit identifies several
disclosure red flags that can tip off investors to elevated risk®. These include:

e Companies that do not mention FPIC or UNDRIP at all in their reporting
(implying these principles are not integrated into their policies).

14 First Nations Heritage Protection Alliance, Global Compact Network Australia (GCNA), Responsible
Investment Association Australasia (RIAA), Dhawura Ngilan Business and Investor Initiative, October
2021.

'S https://equator-principles.com/about-the-equator-principles/.

'8 International Finance Corporation World Bank Group, Performance Standard 7, Indigenous Peoples

(2012).

Commercialin confidence 12


https://www.responsibleinvestment.org/pages/dhawura-ngilan-business-and-investor-initiative
https://www.responsibleinvestment.org/pages/dhawura-ngilan-business-and-investor-initiative
https://www.responsibleinvestment.org/pages/dhawura-ngilan-business-and-investor-initiative
https://equator-principles.com/about-the-equator-principles/
https://www.ifc.org/en/insights-reports/2012/ifc-performance-standard-7
https://www.ifc.org/en/insights-reports/2012/ifc-performance-standard-7

Use of euphemistic language or lowering of standards — for instance, saying
“we consult Indigenous communities” instead of committing to “consent”.

e Lack of transparency about incidents or controversies — if a company never
reports any community complaints, it could mean issues are being swept
under the rug (or not monitored at all).

o Over-reliance on outputs (money spent, number of meetings) rather than
outcomes (resolution of issues, satisfaction of community). A mature
approach will seek to measure relationship quality, not just activity quantity.

e Absence of any acknowledgement of which Traditional Owner groups’ land
they operate on. Progressive companies increasingly include an
Acknowledgement of Country and detail their engagement in each region of
operation. Silence on this is a concern.

7. Partner with a specialist First Nations agency: Engaging a First Nations-led
advisory firm (or a consortium of First Nations experts) gives investors ongoing,
culturally grounded capacity that underpins all six tools already in your playbook —
from due-diligence checklists to maturity assessments and company engagement.

Structured as a multi-year retainer or project briefs, the agency co-designs

First Nations risk rubrics, joins portfolio-review meetings, “sense-checks”
due-diligence findings, and mentors internal teams to build lasting competence. This
independent cultural authority surfaces issues desktop research may miss,
strengthens credibility with communities, regulators and beneficiaries, and can
shorten controversy-response times.

Expected benefits include more accurate risk assessment, stronger company
engagement outcomes, enhanced social licence, and identification of partnership
opportunities with First Nations enterprises. Example providers include

15 Times Better'? (Australia), and Rise Consulting?’ (Canada).

By systematically evaluating these factors, investors can anticipate which companies are
prone to controversy and either engage proactively or adjust their portfolios (through
underweighting or divestment) to manage risk. This is aligned with a fiduciary duty to
consider all material risks, including those arising from First Nations rights and community
relations®.

Conclusion: turning controversy analysis into better investment decisions

First Nations issues have moved from the periphery to the forefront of ESG investing,
particularly in Australia. The evidence and cases discussed demonstrate that ignoring First
Nations rights and perspectives can carry steep financial costs, whereas companies that
earnestly partner with First Nations peoples can gain a competitive edge — securing a stable
operating environment and a richer social license.

7 riseconsultingltd.ca
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Applying J.P. Morgan’s controversy impact playbook, we see that the “enduring” stock
impacts of controversies are real' and that investors must navigate them by being both
vigilant and proactive.

For institutional investors and analysts, the task is clear: treat First Nations-related risk
factors as you would other core investment risks — analyse them rigorously, engage on them
assertively, and price them appropriately. Use the framework and tools outlined in this report
to spot red flags early, press for higher standards (such as FPIC adherence), and support
those companies making genuine efforts toward reconciliation and respect. In doing so,
investors not only reduce the downside risk of controversies but also contribute to positive
change: capital markets that reward respect for First Nations peoples’ rights will
incentivise better corporate behaviour, helping to prevent “the next Juukan Gorge” from
ever happening.

By systematically assessing First Nations controversies and their impact, responsible
investors can allocate capital to more resilient businesses — those equipped to manage
stakeholder relationships in a way that upholds human rights and sustains long-term value
creation®.

The endgame is a win-win: protecting First Nations heritage and communities while
safeguarding shareholder returns. In essence, doing the right thing and doing the smart
thing can finally align. As the old adage goes, “knowledge is power” — and with the
knowledge from this analysis, investors are empowered to act before controversies hit the
bottom line.
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