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17 February 2023 

 

Dear Sir/Madam 

Climate-related financial disclosure: consultation paper 

The Association of Superannuation Funds of Australia (ASFA) is pleased to provide this submission in response to 
the Treasury consultation paper on climate-related financial disclosure. 

About ASFA 

ASFA is a non-profit, non-partisan national organisation whose mission is to continuously improve the 
superannuation system, so all Australians can enjoy a comfortable and dignified retirement. We focus on the 
issues that affect the entire Australian superannuation system and its $3.3 trillion in retirement savings. Our 
membership is across all parts of the industry, including corporate, public sector, industry and retail 
superannuation funds, and associated service providers, representing almost 90 per cent of the 17 million 
Australians with superannuation. 

***** 

If you have any queries or comments in relation to the content of our submission, please contact  
, Director of Economics, on  or by email ; or  

, Senior Policy Advisor, on  or by email  

Yours sincerely 

 
 

Deputy CEO and Chief Policy Officer 
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Executive Summary 

ASFA welcomes the release of Treasury’s consultation paper on climate-related financial disclosure.  

ASFA supports the adoption by Australia of international standards for climate-related financial disclosure, 
which will help facilitate the transition to a low-carbon economy. It should be acknowledged that the 
international process to develop the disclosure standards is still in its early stages, and that the draft 
standards, in their current form, would not be appropriate for direct adoption by Australia. In this regard, 
ASFA acknowledges the work of the Australian Accounting Standards Board (AASB) in representing Australia’s 
interests. 

APRA-regulated superannuation funds have a responsibility to manage the impact of risks (and opportunities) 
arising from climate change on long-term investment performance. A well-constructed risk disclosure 
framework will help manage these risks. 

• Superannuation funds will face mounting expectations from their members for information on the 
climate risks, and their impact, that are embedded in investment portfolios. 

• Good-quality disclosure of climate-related risks implies market pricing that better reflects the cost of 
those risks, and would facilitate a more efficient and sustainable allocation of capital than otherwise 
would be the case. 

• Over the long-term, this would help ensure that fund investment decisions are made in the best 
financial interests of members. 

The implementation of international disclosure standards by superannuation funds (and other entities) will 
not be simple and, in some cases, will require significant changes to business operations and increases in 
associated operational costs.  

The most significant challenge for superannuation funds relates to the availability and quality of the required 
data from third parties. 

With respect to capabilities, superannuation funds, like the broader group of business entities, will need to 
update, and in some cases develop, systems to collect and process the necessary data and to generate the 
required outputs for reporting and disclosure. 

The current skills gap is significant. There is a lack of sufficiently skilled people in the global and domestic 
market, and it will take time to develop and educate the required number of people to support widespread 
compliance with disclosure standards. This includes internal teams, as well as capacity in third-party 
organisations that will provide related services – such as modelling and particularly assurance. 

The significant challenges that superannuation funds (and broader business entities) face around the 
implementation of international disclosure standards, and the assurance of disclosures, warrants a 
well-structured phased approach to implementation. 

In broad terms, ASFA considers that there should be a transition or ‘trial’ period (of two to three years), after 
the issuance of the final standards where full compliance is not required. As has been the approach with 
other major policy reforms across financial services, this might take the form of a facilitative compliance 
period. 

ASFA would support a longer ‘phase-in’ for reporting of Scope 3 emissions, which reflect emissions within an 
entity’s supply chain, and are dependent on other entities’ reporting of their emissions. In practical terms, a 
more formalised late phase-in would mean that the trial period for superannuation funds would be longer 
than for the entities in which funds invest. 
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Introduction 

ASFA supports the adoption of an internationally-aligned climate risk disclosure framework applicable to 
large business and financial institutions, including institutional investors such as APRA-regulated 
superannuation funds.   

As more jurisdictions around the world move to implement mandatory climate risk disclosure requirements, 
and capital markets and investors’ expectations for quality, comparable risk disclosures increase, Australia 
will need to keep pace. To date, superannuation funds have made good progress in developing approaches 
to measuring and managing climate risks as well as aligning disclosures to existing frameworks.1 However, 
without consistent requirements across the economy these approaches will remain incomplete and 
comparability difficult. 

In responding to the Consultation Paper ASFA has focused on issues around the technical implementation of 
an internationally-aligned climate risk disclosure framework and transitional arrangements, in particular for 
superannuation funds. In doing so ASFA has attempted to balance the need for consistent and comparable 
disclosures to apply as soon as possible, with the need to appropriately manage the operational and 
regulatory costs associated with implementation. 

General discussion 

The need for development and implementation of climate-related financial disclosure 

Climate change is a source of risk to the financial performance of business entities across all sectors of the 
economy. Business entities face direct risks from the physical impacts of climate change, as well as risks 
arising from the process of transition to a low-carbon economy – including changes to policy settings. At the 
same time, climate change will create opportunities for entities, including investments in new technologies 
developed to facilitate the economy’s low-carbon transition. 

As a consequence, investors will demand more, better-quality information from the entities in which they 
invest – to help investors understand how climate-related risks (and opportunities) may affect financial 
performance, and how entities are responding to those risks. In the Australian context, superannuation funds 
will face growing expectations from their members for information on the climate risks, and their impact, 
that are embedded in investment portfolios. 

With respect to the disclosure of climate-related risks, the development and wide-spread adoption of 
uniform global standards has potential to deliver net benefits. Good-quality disclosure of climate-related 
risks implies market pricing that better reflects the cost of those risks, and would facilitate a more 
economically-efficient and sustainable allocation of capital than otherwise would be the case. Over the long 
term, this implies more sustainable economic outcomes. In this regard, wide-spread adoption would help 
facilitate the transition to a low-carbon economy. 

That said, for business entities, the identification and assessment of climate-related risks, and their 
anticipated impacts on financial performance may also present challenges. For a particular entity, the scale 
and complexity of the task may vary considerably depending on; the sector(s) in which the entity operates 
and its carbon intensity, the entity’s position in the broader value chain, the scale and complexity of the 

 
1 APRA 2022, Information Paper – Climate Risk Self-assessment survey, August 2022 
(https://www.apra.gov.au/information-paper-climate-risk-self-assessment-survey). 
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Given that superannuation funds invest in assets across multiple jurisdictions and asset classes, funds would 
benefit from consistency and comparability of climate-related disclosure. A globally-consistent approach to 
the development of international climate-related disclosure standards, and the implementation of the 
standards in Australia, would support fund decision-making.  

With respect to disclosures by funds themselves, there are particular challenges – which are described in 
more detail in the next section. In particular, for superannuation funds (and the financial sector more 
broadly), the largest component of relevant emissions relate to those of the entities in which funds invest, 
or so-called financed emissions. Funds’ disclosure of financed emissions will depend greatly on the degree 
and quality of disclosures by third-party entities. As such, superannuation funds can be thought of as being 
located at the very end of the chain of disclosures within the broader economy, compared with large 
non-financial corporations for example. 

ASFA supports the adoption by Australia of international standards for climate-related disclosure, provided 
the disclosure standards continue to be developed such that they are appropriate for the Australian context, 
and that government expectations for compliance with the standards are reasonable. Beyond the 
standard-setting process, the exercise of implementation by business entities will be costly and will take time. 
The next sections of the submission set out some of the key challenges that business entities (including 
superannuation funds) face in implementing disclosure standards, and the need for a phased approach to 
implementation.  

Implementation of climate-related financial disclosure: Challenges  

With respect to implementation, there are a number of practical challenges facing business entities, including 
superannuation funds. 

Currently, superannuation funds are at different stages of capacity for the introduction of climate-related 
disclosure standards.  Many large APRA funds already undertake some form of climate risk reporting relating 
to their direct and financed emissions.  However, the experience across the industry is not uniform and some 
funds will require more time than others to scale-up their expertise and capacity. 

The proposed standards are complex. Broadly speaking, the transition process for funds (and other entities) 
will not be simple and, in some cases, will require significant changes to business operations and increases in 
associated operational costs (for example, from internal restructuring to the development of various internal 
capabilities). 

The most significant challenge for superannuation funds relates to the availability and quality of the required 
data from third parties. As noted in the previous section, this largely relates to the disclosures by the entities 
in which superannuation funds invest (which, in aggregate, would be the largest component of disclosed 
emissions by funds under the proposed ISSB disclosure framework). 

For a typical diversified superannuation fund, investments are distributed across multiple jurisdictions. Even 
where there is broad international agreement on the adoption of a uniform disclosure framework, it would 
be expected that the implementation timetable could differ markedly across jurisdictions – particularly 
between the groups of advanced and emerging markets. This would be reflected in differences in the general 
availability and quality of required data. Moreover, within a particular jurisdiction, data availability and 
quality would be expected to differ across industries and sectors, and between listed and unlisted 
investments. 

Ultimately, the availability/quality of disclosures (by the entities in which funds invest), will determine the 
robustness of funds’ disclosures. As such, superannuation funds can be thought of as being located at the 
very end of the chain of disclosures within the broader economy.  
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In broad terms, ASFA considers that there should be a transition or ‘trial’ period (of two to three years), after 
the issuance of the final standards where full compliance is not required.  

As has been the approach with other major policy reforms across financial services, this might take the form 
of a facilitative compliance period. Under this arrangement regulators take a constructive and educative 
approach where entities have made best endeavours to fully comply, but where systems are still in the 
process of being updated and/or relevant data remains unavailable. In other words, where entities have 
attempted to comply in good faith with the obligations, the regulatory approach would be measured. A 
supervisory approach focused on enforcement would be reserved for entities that disregard their obligations 
or do not make a reasonable effort to comply during this period. 

This would allow the use of qualitative rather than quantitative data, or the disclosure of reasonable 
estimates in circumstances where full compliance is not yet possible. Appropriate consideration of how to 
shift over time to the appropriate level of assurance relating to the standards would need to accompany this 
transition. 

A general transition period could extend from the suggested 2024-25 commencement year as suggested in 
the Consultation Paper. In this regard, ASFA agrees with the AASB, whereby:  

the effective date of the [draft] standards should be, at minimum, two to three years after the date of 
issue with early application permitted. This effective date will help ensure that entities that can do so can 
apply the requirements while also providing sufficient time for others to develop the capabilities, systems 
and processes needed to comply with the [draft] standards.  

ASFA would support a longer ‘phase-in’ for reporting of Scope 3 emissions, which reflect emissions within an 
entity’s supply chain, and are dependent on other entities’ reporting of their emissions. 

• It is certainly the case that Scope 3 reporting by entities is becoming more common. Recent ACSI 
research concluded that 93 of the ASX200 listed companies report their Scope 3 emissions.4 

• While it would be expected that Scope 3 data availability/quality will improve over time (as the 
international standard-setting process evolves), progress will not be uniform. 

Reflecting the particular challenges for superannuation funds, ASFA would support more formalised late 
phase-in. 

• Funds’ Scope 3 emissions include those that relate to fund investments (Scope 3, Category 15 as per 
the draft ISSB standards). These so-called financed emissions relate to the disclosed emissions of the 
entities in which funds invest, including the Scope 1,2 and 3 emissions of those entities. 

• For funds, financed emissions will be the largest component of disclosed emissions, and also the most 
challenging aspect of funds’ emissions disclosure.  

• Funds would be heavily reliant on the availability and quality of (invested) entities’ disclosures. 

• Superannuation funds hold assets across a range of jurisdictions and asset classes – which will vary 
considerably with respect to data availability/quality, and with respect to the degree of qualification 
around data. 

In practical terms, a more formalised late phase-in would mean that the trial period for superannuation funds 
(and for other parts of the financial system) would be longer than for the entities in which funds invest. 

 
4 ACSI 2022, Promises, Pathways and Performance: Climate Change Disclosure in the ASX200 (https://acsi.org.au/wp-
content/uploads/2022/07/ACSI-Research-Climate-Change-Disclosure-in-ASX200-July-2022.pdf). 










