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MANDATORY CLIMATE-RELATED 
FINANCIAL DISCLOSURE  
 

The Australian Accounting Standards Board (AASB) has 
invited feedback on three exposure drafts of climate-related 
reporting standards by 1 March 2024 ahead of mandatory 
reporting proposed to commence from 1 July 2024 for large 
companies.  This follows earlier consultation between 
Treasury and stakeholders on mandatory reporting and 
legislation amending the Australian Securities and 
Investments Commission Act 2001 (Cth) (ASIC Act) to 
introduce mandatory climate-related reporting requirements 
(see our briefing "Mandatory Climate Related Financial 
Disclosure is Coming for Australia").  The legislation 
amending the ASIC Act was assented to on 27 November 
2023. 

EXPOSURE DRAFTS 
The exposure draft AASBs are modelled on IRFS S1 General Requirements 
for Disclosure of Sustainability-related Financial Information and IFRS S2 
Climate-related Disclosures.  A key difference to the IFRS standards is that 
the draft AASBs are limited to climate-related reporting for greenhouse gas 
emissions (GHG), rather than ozone depleting emissions that are not GHG, or, 
more broadly, sustainability reporting. 

ASRS 1 General Requirements for Disclosure of Climate-related Financial Information and ASRS 2 Climate-
related Financial Disclosures introduce standardised reporting requirements for disclosures regarding 
governance, strategy, risk management and metrics and targets.  The draft standards adopt the TCFD 4-pillar 
structure as articulated in IFRS S1 and S2, with modifications for Australian matters and requirements.   

The Australian modifications are to (i) limit the reporting to climate-related financial disclosures, (ii) avoid 
industry-based requirements (although companies can use these if they wish) and (iii) require a company to 
disclose the fact if there are no material climate-related risks and opportunities that could reasonably be 
expected to affect the entity's prospects and explain how it came to this conclusion. 

Key issues 
• ASRS 1 and ASRS 2 are the 

new climate-related reporting 
accounting standards due to 
be implemented for reporting 
periods from 1 July 2024 

• The standards are legislative 
instruments, compliance with 
which will be regulated by ASIC 
according to new legislation 
assented to on 27 November 
2023 

• A new regulatory body will be 
responsible for implementing 
the climate reporting standards 
combining the AASB, ASA and 
FRC into an integrated body 

• Large companies (listed, 
unlisted and NGOs) are 
expected to be first to be 
required to report  

• Scope 3 reporting 
requirements are likely to 
prompt GHG data input from 
suppliers to large companies 

https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2023/07/climate-related-financial-disclosures-in-australia.pdfhttps:/www.cliffordchance.com/content/dam/cliffordchance/briefings/2023/07https:/www.cliffordchance.com/content/dam/cliffordchance/briefings/2023/07/climate-related-financial-disclosures-in-australia.pdf/climate-related-financial-disclosures-in-australia.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2023/07/climate-related-financial-disclosures-in-australia.pdfhttps:/www.cliffordchance.com/content/dam/cliffordchance/briefings/2023/07https:/www.cliffordchance.com/content/dam/cliffordchance/briefings/2023/07/climate-related-financial-disclosures-in-australia.pdf/climate-related-financial-disclosures-in-australia.pdf
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6979
https://aasb.gov.au/news/exposure-draft-ed-sr1-australian-sustainability-reporting-standards-disclosure-of-climate-related-financial-information/
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LEGAL OBLIGATIONS 
AASBs are promulgated under section 334 of the Corporations Act 2001 (Cth) (Corporations Act).  When the 
new AASBs come into force they become legislative instruments, compliance with which will be mandatory for 
companies which meet the statutory criteria for reporting. 

Directors also have a duty to consider the impact of climate- and nature-related impacts on the company and 
ensure there are processes, controls and procedures in place to manage and monitor climate and nature-related 
risks and opportunities.  The principles of governance and strategy articulated in the draft AASBs also provide a 
useful guide for directors in building understanding and experience in the approach to risk assessment and the 
financial implications of those risks.   

QUESTIONS FOR BOARDS AND DIRECTORS 
The questions for Boards and Directors to be asking about mandatory climate-related reporting are: 

Do the AASBs apply to financial reporting by the company? 

Whether and when the ASSBs apply will depend on whether the company meets the criteria set by the 
Corporations Act and/or whether any climate related risks are material for the company. If a company is required 
to lodge financial reports under Chapter 2M of the Corporations Act, the entity will meet the proposed 'large 
company' thresholds where 2 out of 3 of the following criteria are satisfied: 

• the consolidated revenue for the financial year of the entity (and any entity it controls) is AUD 500 million or 
more; 

• the value of the consolidated gross assets at the end of the financial year of the entity (and any entity it 
controls) is AUD 1 billion or more; and/or 

• entity (and any entity it controls) has 500 or more employees at the end of the financial year. 

Alternatively, a company that is registered as a "controlling corporation" reporting under the National 
Greenhouse and Energy Reporting Act 2007 (Cth) (NGER) and exceeds the Clean Energy Regulator's 
publication threshold is required to report. 

The reporting entity is the same reporting entity as the related financial statements. If an entity reports on a 
consolidated basis, then the reporting is for the parent and its subsidiaries in the consolidated group [AusB38.1]. 

The reporting scope then differs for for-profit versus not-for-profit companies.  Not-for-profit companies need not 
undertake an exhaustive search for information to identify climate-related risks and opportunities that could 
reasonably be expected to affect the entity’s prospects but are expected to use reasonable and supportable 
information available to the entity to report at the reporting date without undue cost or effort [ED ASRS1, Aus 
6.1]. 

What will the company need to do differently in Australia as compared to offshore? 

A company that is already required to report under IFRS standards or has chosen to voluntarily report will likely 
have developed sophisticated internal data-collection in order to report against Scope 1, 2 and 3 GHG 
emissions.   

The expectation in ED1 ASRS 1 is that an entity would be required to measure its scope 1 GHG, location-based 
scope 2 GHG, market-based scope 2 GHG and scope 3 GHG emissions separately using methodologies set out 
in the NGER legislation (if practicable) and using Australia-specific data sources and factors for the estimation of 
GHG (to the extent practicable).  Where companies aggregate data for consolidated reporting offshore, this could 
prove to be a challenge for complying with local reporting requirements. 
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Remuneration committees may also be called upon to consider how climate-related considerations are factored 
into executive remuneration and the percentage of executive remuneration recognised in the current period that 
is linked to climate-related considerations.  This could involve an assessment of the achievement of KPIs in 
Australia as against reported measurements of scope 1, 2 and 3 GHG. 

If the company does not meet the thresholds, how will this impact the company, if at all? 

Even if a company is not a large company, companies which are part of the supply chain for a large company 
may be required to provide data on climate-related risks and opportunities, as well as measurements of GHG, in 
order for large companies to comply with their Scope 3 reporting obligations.  For entities which participate in 
asset management, commercial banking or financial activities associated with insurance, their reporting 
obligations will extend to disclosures relating to its financed emissions.  Whilst this is not as onerous for a 
downstream or financed company as reporting itself, accurate data collation and reporting is likely to be sought 
and could form part of contractual obligations and/or standard terms and conditions.  

In addition, climate-related metrics set by large companies will have flow-on effects to the business activities and 
supply chain for that entity.  Choice of vendor could be influenced by efforts to achieve short-term and longer-
term climate objectives. 

NEW REGULATORY BODY FOR FINANCIAL REPORTING 
Regulation of climate-related financial reporting will fall to a new regulatory body expected to be formed soon.  At 
the ASIC Forum in Melbourne on 21 November 2023, the Treasurer, Dr Jim Chalmers announced that the 
government is going to combine the three bodies that oversee financial reporting in Australia to form a single 
integrated entity.  The new body will bring together the AASB, the Auditing and Assurance Standards Board and 
the functions of the Financial Reporting Council and will focus on implementing the new climate and 
sustainability standards, accounting and auditing standards alongside other work being done in the professional 
services sector.  The expected benefit for businesses, investors and other stakeholders is engaging with a single 
entity responsible for corporate reporting, reducing red tape and delivering collaborative and effective standards.    

November 2023  
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