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- As Al opens up a plethora of new opportunities for organisations, boards and
management must seek to balance those opportunities with consideration of
responsible concepts like ‘good intention” and “fair impact’

- Internal governance measures specific to Al are a new and rapidly evolving
component of peer-leading governance frameworks aimed at retaining
consumer and investor confidence as organisations seek to harness the power of Al-
related technology

- With ESG deeply integrated info our investment approach we watch closely to see how
listed companies consider both the opportunities and risks inherent in Al technology.

With the common assumption that artificial intelligence (A and its many applications will
change our everyday lives, it is easy to focus on the impending benefits. In fime, ChatGPT
completing a teenager’s homework will be but one embryonic user case (and teacher’s
curse) at the dawn of the ‘Al revolution’.

Beyond individual productivity gains, organisations worldwide are carefully considering
the potential applications of generative Al with a view to driving process efficiencies,
reducing costs, managing risk, creating new products and improving customer service.
And the benefits are beginning to show: A 2023 study on the use of generative Al to help
customer support agents found access to Al assistance increases worker productivity

by 14 percent, enabling more customers to be served every hour.! Quite suddenly,
organisations are seeing the non-adoption of Al as a business risk not evident even a
mere matter of months ago.

Applications leveraging Al are already developing faster than regulatory frameworks,
potentially contributing to a range of unintended consequences. Failures in early-

stage Al systems design, deployment and management have already led to negative

- and sometimes devastating — outcomes, including the disastrous out-workings of

the Robodebt Scheme and in 2018 a self-driving vehicle failing to detect a pedestrian,
resulting in a fatal crash.2 More recently and closer to home, an Al-generated deepfake of
CBA's CEO Matt Comyn promoted an investment scam to Facebook and Instagram users.®

1 Erik Brynjolfsson, Danielle Li and Lindsey Raymond, ‘Generative Al at work’ (Working Paper No 31161,
National Bureau of Economic Research, 25 April 2023).

2 Lauren Smiley, I'm the Operator” The Aftermath of a Self-Driving Tragedy’, Wired (online, 8 March 2022).

3 AFR, CBA jostles with Al-generated Matt Comyn scam.



https://www.linkedin.com/in/emma-pringle-61445315/
https://www.wired.com/story/uber-self-driving-car-fatal-crash/
scamhttps://www.afr.com/companies/financial-services/cba-jostles-with-ai-generated-matt-comyn-scam-20230615-p5dgtx
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The rapidly-evolving Al landscape gives rise to the concept of ‘Responsible Al. Off the
back of a 2022 report finding that only a third of global consumers trust how Al is being
implemented by organisations,* Accenture defined ‘Responsible Al' as the practice of
designing, developing and deploying Al with good intention fo empower employees and
businesses, and fairly impact customers and society. Given that there is no specific Al
legislation under the Australian legal framework, the Australian government has recently
sought consultation on Responsible Al to inform appropriate policy responses. However, it
may be some time before a fit-for-purpose regulatory framework is in place.

In this context we expect organisations will need to adopt Responsible Al principles

as a discrete component of broader self-regulation frameworks — and ahead of the
enactment of regulatory frameworks underpinned by legislation. When we assess
companies for inclusion in portfolios, indicators of the maturity of thinking towards
Responsible Al include formal Al-related development plans, resource allocation, the
current and proposed structure of internal governance specific to Al, and broader strategic
response. Our initial focus is on sectors with heightened impacts including organisations
handling large amounts of personal customer data (such as banks and healthcare
providers), however we expect in time there will be no sector materially unchanged by Al
in one form or another.

Parting thought

As part of our infegrated approach to ESG across our investment strategies, we are aware
of the need to evolve our thinking on what responsible investing encapsulates. So it goes
then, that the responsible adoption of Al fechnology by companies will increasingly form
part of our ESG assessment. We watch closely to see how listed companies, both large and
small, make the most of the Al opportunities which lie ahead - but also heed the risks.

4 Accenture, 2022 Tech Vision research
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