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Navigating the Australian climate-related financial
disclosure landscape

This guide forms part of a series of guides aimed at assisting finance professionals and finance teams to prepare
for the reporting and disclosure requirements aligned with Australian climate-related financial disclosures.

If your organisation hasn't started its journey towards climate-
related disclosures and broader sustainability reporting,

you're certainly not alone — but there's no better time to start.
Sustainability is a journey of continuous improvement that
you can't tick off in one step.

More and more stakeholders seek accessible, informative,
and comparable sustainability information that avoids
misleading aspects. Some organisations voluntarily adopt
sustainability reporting due to its strategic importance,
granting access to capital, markets, and talent, or as

a compliance necessity (mandatory reporting).

Regardless of your motivation for starting your sustainability
journey, we've simplified it into a sustainability activation checklist.
This guide helps you prioritise essential steps for implementing
climate-related disclosures and sustainability reporting.

Who is required to begin climate-related reporting?

Mandatory climate disclosures for certain entities submitting
financial reports to ASIC under Chapter 2M of the Corporations
Act 2007 will commence from 1 January 2025.
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Source: Explanatory Memorandum to the Bill, section 4.180 - 4.187
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Climate-related disclosures are the first, and currently only, component of mandatory sustainability reporting. The following decision
tree diagram has been developed to assist you in determining whether your entity is subject to mandatory sustainability reporting, and
if applicable, which of the three groups it falls into.
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by Part 2M of the Corporations Act 2007?
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Ves No 3. End of financial year
employees of 250 or
J/ more?
Ref: s296B(2)
Is the entity an NGER 3 ¢
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mandatory sustainability reporting. Nt

Note 1: The legislation requires a ‘sustainability report’, but currently only mandates a climate statement within it.

mandatory sustainability reporting. Mo’

of $50 million or more

2. End of financial year consolidated
gross assets of $25 million or more?
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Group 3 entity for the purposes of
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Note 2: An entity is an NGER reporter if it is a controlling corporation registered or required to be registered under s12(1) of the National Greenhouse and Energy Reporting Act 2007 (NGER Act).



When will mandatory climate-related reporting commence?

The Treasury Laws Amendment (Financial Market Infrastructure
and Other Measures) Bill 2024 received Royal Assent on

17 September 2024. The start dates for mandatory reporting
included in the Bill are:

> Group 1 entities reporting for the first time will need to
report for financial years beginning on or after 1 January 2025.

> Group 2 entities reporting for the first time will need to
report for financial years starting on or after 1 July 2026.

> Group 3 entities, reporting for the first time will need to
report for financial years beginning on or after 1 July 2027.

The Australian Accounting Standards Board (AASB) has approved
AASB S1 General Requirements for Disclosure of Sustainability-
related Financial Information (voluntary) and AASB S2 Climate-
related Disclosures which will be effective from 1 January 2025.

Where will climate-related disclosures need to be included?
An entity’s annual report will consist of the following four reports:
» Annual financial report

» Annual sustainability report

» Directors' report

» Auditor's report.

The annual financial report The annual sustainability report
consists of the following: consists of the following:
» The financial statements » The climate statements
for the year for the year
» The notes to the financial » Any notes to the climate .
-
statements statements
» The directors’ declaration » The directors’ declaration By 2, e
about the statements and about the statements and R X
notes. notes.




Group 1: Best practice roadmap

We've created a practical roadmap to guide your implementation of mandatory climate-related disclosures as well as your sustainability
journey. It outlines the essential activities (based on a compliance or strategic focus) and their deadlines. This roadmap has been drafted

for an entity with a 30 June year-end. Entities with other year-ends will need to amend the time frames indicated.

Project Streams 30 June 2024 30 June 2025 30 June 2026 30 June 2027
° p ) ? ? hd °
Set carbon inventory boundary.
1
Develop a Basis of Preparation
(carbon accounting
Scope methodology).
1
land2 Measure and report intemally Mandatory calculation and external reporting
greenhouse - .
Scope 1and Scope 2 GHG emissions. of Scope 1and 2 GHG emissions.
gas (GHG) 1
emissions Set targets in relation to Scope
. 1and 2 GHG emissions.
Compliance 1
focus: Conduct an assurance
Carbon readiness assessment.
footprint ® l
measurement 4 T T
Initial measurement (significant Improve measurement (less
VaY estimation) and report internally  estimation) and report internally
Scope 3 GHG emissions. Scope 3 GHG emissions.
CO:) Scope 3 . B 1 Mandatory calculation and
GHG Set targets in relation external reporting of
emissions to Scope 3 GHG emissions. Scope 3 GHG emissions.
1
Conduct an assurance
readiness assessment.
[
? ?

Compliance
focus:
Climate-
related
disclosure

)’

\lv

3

Strategic
focus:
Sustainability
-related
strategy
disclosure

X2

IFRS S2 and
AASB S2

IFRS S1/

AASB S1

Include some TCFD disclosures
in the annual report with a
focus on the following pillars:
«  Governance

+  Strategy.

!
Conduct an IFRS S2 / AASB S2
gap analysis.

Include all TCFD disclosures in
the annual report, including the
following pillars:

+  Governance

+  Strategy

+  Risk management

+  Metrics and targets.
?

Conduct a material

climate risk assessment.
1

Prepare a scenario anaylsis.
1

Financial modelling of impact
on financial statements.
1
Prepare draft IFRS S2 / AASB S2
disclosures for internal use.

$
I

Activate sustainability
strategy

Step 1: Assess
— Current state assessment

Step 2: Prioritise
— Materiality assessment
(stakeholder engagement)

Step 3: Commit
— Identify gaps

TCFD disclosures replaced
by IFRS S2 / AASB S2.

Mandatory reporting of all
IFRS S2 / AASB S2.

Step 4: Measure
- Commit and measure to
address gap identified

Step 5: Report
— Prepare a separate voluntary
sustainability report.

Conduct an IFRS ST/ AASB S1
gap analysis.

Continuous improvement
of reporting to stakeholders

(e.g. separate voluntary
reporting).
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Group 2: Best practice roadmap

We've created a practical roadmap to guide your implementation of mandatory climate-related disclosures as well as your sustainability
journey. It outlines the essential activities (based on a compliance or strategic focus) and their deadlines. This roadmap has been drafted

for an entity with a 30 June year-end. Entities with other year-ends will need to amend the time frames indicated.

Project Streams 30 June 2024 30 June 2025 30 June 2026 30 June 2027 30 June 2028
° b b ? ? ? ? °
Set carbon inventory Improve measurement
boundary. and report internally
— Scope 1and
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S Preparation ‘ e . .
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footprint
measurement ! ! ! I
Initial measurement Improve measurement Improve measurement
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1
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[ ] ‘
? ? ?

Compliance
focus:
Climate-
related
disclosure

W

3

Strategic
focus:
Sustainability|
-related
strategy
disclosure

X

IFRS S2
and
AASB S2

IFRS S1/
AASB S1

Include some TCFD
disclosures in the
annual report with
a focus on the
following pillars:

«  Governance
«  Strategy.

Include all TCFD
disclosures in the annual
report, including the
following pillars:

+  Governance

+  Strategy

+  Risk management

+  Metrics and targets.

l

Conduct an IFRS S2 /
AASB S2 gap analysis.

L ]

?

Activate sustainability
strategy

Step 1: Assess
— Current state
assessment

Step 2: Prioritise
- Materiality
assessment (stakeholder
engagement)

Step 3: Commit
— Identify gaps

¢

Include all TCFD
disclosures in the annual
report, including the
following pillars::

+  Governance

+  Strategy

+  Risk management

+  Metrics and targets.

1

!

Conduct a material

climate risk assessment.
|
Prepare a

scenario anaylsis.
1

Financial modelling
of impact on
financial statements.
1
Prepare draft IFRS S2 /
AASB S2 disclosures for
internal use.

¢
?

Step 4: Measure
— Commit and measure to
address gap identified

Step 5: Report
— Prepare a separate
voluntary sustainability
report.

Conduct an IFRS S1/
AASB S1 gap analysis.

¢

TCFD disclosures replaced
by IFRS S2 / AASB S2.

Mandatory reporting of
all IFRS S2 / AASB S2.

Continuous improvement of reporting to
stakeholders (e.g. separate voluntary reporting).
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Group 3: Best practice roadmap

We've created a practical roadmap to guide your implementation of mandatory climate-related disclosures as well as your sustainability
journey. It outlines the essential activities (based on a compliance or strategic focus) and their deadlines. This roadmap has been drafted
for an entity with a 30 June year-end. Entities with other year-ends will need to amend the time frames indicated.

Project Streams 30 June 2024 30 June 2025 30 June 2026 30 June 2027 30 June 2028 30 June 2029
° ? ? ? ? ? ? ? °
Set carbon Improve measurement
inventory boundary. and report internally
1 Scope 1and
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+  Strategy.
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annual report,
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«  Risk
management
+  Metrics and
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é

t
Conduct an IFRS S2
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gap analysis.

4
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disclosures in the
annual report,
including the
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« Governance
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«  Risk
management
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Conduct a material
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1
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1

Financial modelling
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financial statements.
1

Prepare draft IFRS S2
/ AASB S2 disclosures
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Step 3: Commit
— Identify gaps

Step 4: Measure
— Commit and measure
to address gap
identified

TCFD disclosures replaced
by IFRS S/ AASB S2 2.

Mandatory reporting of
all IFRS S2 /AASB S2.

?
Continuous
Step 5: Report improvement
— Prepare a separate of reporting to
voluntary sustainability stakeholders
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Conduct an IFRS S1/ reporting).
AASB S1 gap analysis.
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The role of CFOs and finance leaders as ESG champions

CFOs and finance leaders play a crucial role beyond ESG
reporting and compliance. They drive meaningful action
—across a wider set of stakeholders - by integrating ESG
principles into their decision-making, aligning investments with

About Chartered Accountants Australia and New Zealand

Chartered Accountants Australia and New Zealand (CA ANZ)
represents more than 139,000 financial professionals, supporting
them to build value and make a difference to the businesses,
organisations and communities in which they work and live.

ESG goals, and setting internal targets for long-term resilience. Around the world, Chartered Accountants are known for their

integrity, financial skills, adaptability and the rigour of their
professional education and training.

About BDO in Australia’s sustainability team

Our national team of sustainability experts is dedicated to
assisting organisations as they embark on their sustainability
journey. For those with well-established strategies, we offer
guidance and assurance. Our team excels at integrating
sustainability requirements seamlessly, breaking them down
into manageable targets to facilitate meaningful change.

CA ANZ promotes the Chartered Accountant (CA) designation
and high ethical standards, delivers worldclass services and
life-long education to members and advocates for the public
good. We protect the reputation of the designation by ensuring
members continue to comply with a code of ethics, backed

by a robust discipline process. We also monitor Chartered

Here are just some of the ways we help:
J Y P Accountants who offer services directly to the public.

800 - — e o Our flagship CA Program, the pathway to becoming a Chartered
Accountant, combines rigorous education with practical
experience. Ongoing professional development helps members

shape business decisions and remain relevant in a changing world.

Sustainability Resources

We actively engage with governments, regulators and standard-
setters on behalf of members and the profession to advocate in
the public interest. Our thought leadership promotes prosperity
in Australia and New Zealand.

Subscribe to sustainability insights

Sign up to receive our insights directly to your inbox.

Participate in our free monthly webinars, where we simplify
the intricate world of sustainability. Gain a solid understanding
of the fundamentals and empower your organisation to create
meaningful change.

Contact our national team of sustainability experts today and
learn more about how we've been helping clients tackle their
sustainability transformations.

Basis of Preparation and Warranties

This Guide has been prepared for use by members of Chartered Accountants Australia and New Zealand (CA ANZ) in Australia and New Zealand only.

It is not intended for use by any person who is not a CA ANZ member and/or does not have appropriate expertise in the Guide’s subject matter. This Guide
has been carefully prepared but is intended to provide general information only. This Guide is not legal, financial or professional advice and should not be
relied upon as such. The information, laws, practices and regulations in this Guide are subject to change at any time and therefore neither CA ANZ or BDO
Australia Ltd gives any assurance or warranty that the information is current when read. The Guide cannot be relied upon to cover any specific situation and
you should not act, or refrain from acting, upon the information contained therein without obtaining specific professional advice. Please contact CA ANZ or
BDO to discuss these matters in the context of your particular circumstances.

No warranty is given as to the correctness, reliability or completeness of the information contained in this Guide, or of its suitability for use by you.

To the fullest extent permitted by law, CA ANZ and BDO Australia Ltd are not liable or responsible for any statement or opinion, or for any error or omission
contained in this Guide and disclaim all warranties with regard to the information contained in it, including, without limitation, all implied warranties of
merchantability and fitness for a particular purpose. Neither CA ANZ or BDO Australia Ltd are liable for any direct, indirect, special or consequential losses
or damages of any kind, or loss of profit, loss or corruption of data, business interruption or indirect costs, arising out of or in connection with the use of this
Guide or the information contained in it, whether such loss or damage arises in contract, negligence, tort, under statute, or otherwise. Neither CA ANZ, nor
BDO Australia Ltd, each BDO member firm in Australia, their related entities, partners and/or directors, employees or agents shall be liable or responsible
or have any duty of care for any loss or damage whatsoever arising directly or indirectly from any action taken or not taken by anyone in reliance on the
information in this Guide or for any decision based on it, except in so far as any liability under statute cannot be excluded.
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independent member firms. Liability limited by a scheme approved under Professional Standards Legislation.
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