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The Treasury 
Langton Crescent PARKES ACT 2600 
 
Via email: climatereportingconsultation@treasury.gov.au 
 
Climate-related Financial Disclosure 
 
The Financial Services Council (FSC) welcomes this Treasury consultation on implementing the Federal 
Government’s commitment to standardised, internationally aligned- requirements for the disclosure of 
climate related- financial risks and opportunities in Australia. Our asset manager members are major 
allocators of capital domestically and globally who invest on behalf of diverse clients in a range of asset 
classes globally such as equity, debt and alternative securities. To ensure capital continues to flow to 
Australia, it is imperative that they are able to analyse in the Australian context how climate change can 
affect different geographies, industries and companies, then factor material risks and opportunities into their 
research, portfolio construction and investment decisions.  
 
The FSC is very supportive of efforts to drive greater domestic and international consistency in climate-

related financial disclosure, given that our members operate in the global economy. We believe these efforts 

will improve the effective functioning of the capital markets in Australia and globally. Australia’s commitment 

to net zero emissions by 2050 will need to be financed largely by the private sector. Institutional investors as 

allocators of capital need reliable and consistent data to identify where there are material risks and 

opportunities created by climate change, potentially impacting an investee company’s cash flows, business 

operations and strategy and therefore the valuation investors attribute to that company.  

The risks and opportunities to the value of their portfolio that asset managers need to integrate include 
physical risks to real assets and supply chains from severe weather events, and transition risks such as 
regulatory change, technological change and changing consumer preferences as more jurisdictions and 
companies globally seek to align their activities with a temperature increase below 1.5°C as aspired to in the 
Paris Agreement. These risks are often non-linear and subject to unexpected feedback loops that can create 
disruptive impacts on asset valuations, global financial markets and economic stability. To properly price risk, 
effective disclosures from investee companies are needed. 
 
While investment strategies vary, asset managers all have a fiduciary duty to act in the best financial 
interests of their clients. Proper consideration of climate risks and integration into the investment process is 
vital for the preservation and growth of the savings of millions of Australians, particularly the $3.4 trillion 
invested in our compulsory superannuation systems.  
 
Our members have extensive experience with integrating climate change risks, data and information into 
their investment processes. Via their stewardship activities, our members actively seek to motivate and 
engage investee companies to manage climate change risk and opportunity in their operations, 
management, strategies, products and services, and to hold boards and management accountable for 
performance in this area.  
 
However, the experience of our members in seeking to integrate climate risk into their investment processes 
is that there are significant challenges due to continued inconsistencies and weaknesses in corporate 
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disclosures around climate change risks, opportunities and the strategy and management of these risks. 
While Taskforce on Climate-related Financial Disclosure (TCFD) aligned reporting is improving, there remain 
variability and gaps in current disclosures which frequently fail to capture material, financial climate risks 
faced by companies and markets.1 When disclosures are inconsistent and of low quality, undermining 
investor efforts and the effective functioning of capital markets, investors need to expend significant 
resources to identify, collect, estimate and manage climate disclosures and data.2 Efforts include purchasing 
data from third-party vendors, reconciling gaps in these products and company disclosures, consulting with 
industry and scientific experts and developing proxy data from alternative sources.  
 
Mandating climate-related disclosure will accelerate awareness in the Australian economy of the growing 
risks and opportunities stemming from climate change. It will also help companies prepare and plan for this 
transformation and protect investors and Australian competitiveness. It will support the efficient allocation 
of capital to help drive the Australian economy’s transition to net zero. Finally, it will also help to reduce the 
burden on reporting entities from multiple and various requests for climate-related information from 
investors, data providers and other stakeholders.  
 
We recognise that the introduction of this regime will involve the need for Australian companies to develop 
the capability and expertise within their firms, and it will take time for companies to achieve best practice. 
Our recommendations centre around the need for a phased approach with enough flexibility to allow for 
continual improvement over time, while encouraging companies to report usable data as early as possible. 
For asset managers in particular, phasing should recognise that asset managers are at the end of the 
disclosure chain, and therefore their ability to report on climate-related financial risks is dependent on the 
disclosures of their underlying investments. Therefore their scope 3 emissions should only be required for 
disclosure in a later phase once the scope 1 and 2 emissions of Australian companies within the threshold 
have been embedded.  
 
Our key recommendations include: 

• International alignment: The Australian disclosure requirements should be internationally aligned, 

comparable and compatible with the TCFD and International Sustainability Standards Board (ISSB) 

standards. 

• Phased approach and flexibility with obligations: Australia should adopt a phased approach to 

climate disclosure, with the first phase including public companies, large private companies and large 

financial institutions. Aspects of the reporting requirements should be on a ‘comply or explain’ and 

‘best endeavours’ basis as data availability, metrics and targets evolve. The first reporting period 

should aim to be a year after the release of the finalised ISSB standards. Particular detailed 

requirements could also be phased in on the basis of industry classification having regard to relative 

exposure to climate risk. 

• Applicability to asset managers: We would welcome further discussion on the application of the 

regime to asset managers, and the extent of required reporting of climate-related financial risk both 

to their Responsible Entity (RE) business and to their underlying portfolio investments. Asset 

managers should only be required to disclose climate-related financial risk to their underlying 

 
1 See Task Force on Climate-related Financial Disclosures 2022 Status Report, October 2022 
<https://assets.bbhub.io/company/sites/60/2022/10/2022-TCFD-Status-Report.pdf> 
2 See ERM and the SustainAbility Institute’s Cost of Climate Disclosure Survey Fact Sheet  May 2022. 
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portfolio investments once disclosure is embedded for Australian companies, many of who 

constitute their underlying investments. 

• Thresholds for captured entities: Treasury should determine the appropriate thresholds after 

undertaking analysis of what would be appropriate to ensure broad coverage, having regard to entity 

resourcing. For asset managers, assets under management is a more appropriate threshold than 

consolidated revenue. 

• Alignment of public and private markets: It is important that public and private market reporting 

requirements are aligned. 

• Scope 3 emissions: We support the encouragement of scope 3 emissions disclosure in line with the 

Greenhouse Gas (GHG) Protocol on a financial risk materiality basis. There should be allowance for 

flexibility where companies can explain why they are unable to estimate scope 3 emissions at this 

stage, on a ‘if not, why not’ basis. 

• Design of the regulatory framework: We support the regime being broadly consistent with the 

existing framework for financial reporting. Legislation should set out the broad architecture of the 

regime and overarching obligations, with details in regulation and guidance. 

• Location of climate risk reports: Disclosures should be contained in the Operational and Financial 

Review and should not be treated separately from other financial risks. Annual reports and 

sustainability reports should cover the same time period. Consideration should be given to template-

based reporting to ensure consistency and data that is easily downloadable for ease of usability. 

• Financial materiality: The reporting framework should focus on financial materiality, with companies 

responsible for determining what represents material climate-related financial risks and 

opportunities to their business. 

• Assurance requirements: The first phase should not require mandatory external assurance, but 

reports should be signed off by the board and there should be disclosure about the company’s 

approach to assurance. Requirements for assurance could be phased in based on the relative risk of 

climate to particular industries. 

• Metrics: Government should develop consistent industry-specific metrics aligned with the TCFD, 

SASB and ISSB. 

• Transition plans and offsets: We support requiring entities to publish transition plans on a ‘comply 

or explain’ basis. Plans could be disclosed every three years with annual disclosures providing an 

update on performance against the plan. There should also be transparency around the use of 

offsets to meet targets. 

• Data gaps: Treasury and regulators should cooperate with international work to develop data and 

scenarios.  

• Climate scenarios: Entities should be encouraged to undertake climate scenario analysis in line with 

the Network for Greening the Financial System scenarios, but with sufficient flexibility to build 

capability overtime and having regard to resourcing. Government should provide guidance on 

applying scenario analysis. 

• Other sustainability reporting: The focus of the Government’s work should be on climate-related 

disclosure. However, we support flexibility for entities to voluntarily develop reporting. The 

Government should monitor international developments. 
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Interoperability with overseas frameworks is also of key importance to investors. Climate risk is a global 
issue, and the global risk will be best managed if regulators and standard-setting bodies take a coordinated 
approach across jurisdictions to facilitate high-quality, comparable and compatible climate-related 
disclosures. Treasury should leverage the years of research and experience globally, including learning from 
what hasn’t worked. We support a collaborative approach between policy makers, regulators and industry to 
develop greater convergence and to foster investor understanding of, and trust in, sustainable investments. 
The desirability for compatibility applies to all aspects of the investment chain, particularly product 
disclosures, corporate reporting and ESG ratings and data providers. 
 
The FSC strongly supports a globally consistent set of baseline sustainability reporting standards that aligns 
with the TCFD framework and supports aligning with the work conducted by the International Sustainability 
Standards Board (ISSB) to create global baseline reporting standards. While corporate reporting in line with 
the TCFD is improving, there remains inconsistency in reporting and comparability,3 which is why a mandated 
TCFD-aligned regime is welcome. 
 
The TCFD framework is the foundation for climate-related disclosures, which address companies’ climate risk 
exposure, scenario analysis, governance, strategies, metrics and targets.4 It is a principles-based approach, 
developed with input from investors and companies. The TCFD recommendations have garnered support 
from more than 4000 companies, as well as investors, as disclosure against the recommendations provides 
critical information for investors that allows them to effectively allocate capital and manage risk. Regulators 
and government agencies from several major economies have also begun to structure climate disclosure 
requirements based upon the TCFD recommendations. 
 
Treasury should leverage the existing work of standard and framework setting bodies to inform guidance and 
potential rulemaking at the sector and industry level. In particular, Treasury should review the 77 Industry 
Standards developed by the Sustainability Accounting Standards Board (SASB) over several years of industry 
and investor consultation,5 as well as the TCFD’s sector-specific guidance for financial and non-financial 
issuers.6 The Treasury should also engage with the five standard setters that are collaborating to develop a 
comprehensive climate-related reporting system for corporations to understand how the Treasury could 
leverage and integrate this work into its own climate disclosure requirements. The five standard setters are 
comprised of CDP, the Climate Disclosure Standards Board, the Global Reporting Initiative, International 
Integrated Reporting Council and SASB.7 
 
 
 
 

 
3 TCFD, 2022 TCFD Status Report (October 2022) 
4 Task Force on Climate-related Financial Disclosure Overview, March 2021. 
https://assets.bbhub.io/company/sites/60/2020/10/TCFD_Booklet_FNL_Digital_March-2020.pdf 
5 SASB Industry Standards https://www.sasb.org/standards/download/  
6 Implementing the Recommendations of the Task Force on Climate-related Financial Disclosures, June 2017. 
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Annex-Amended-121517.pdf  
7 Progress Towards a Comprehensive Corporate Reporting System, September 2020. 
https://www.sasb.org/blog/progress-towards-a-comprehensive-corporate-reporting-system/  
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We submit that in the first phase, there should be a flexible approach to improving disclosures. Any liability 
introduced for failure to comply with the mandatory disclosure requirements should be commensurate with 
the evolving nature of that disclosure, to encourage rather than discourage higher-quality disclosure.  
We believe that regulators should allow companies to meet some requirements of any new disclosure 
regime on a ‘comply or explain/if not, why not’ basis or a ‘best endeavours’ basis while data availability and 
certain metrics and targets are still evolving. A flexible approach to disclosure will likely encourage more and 
more companies to provide such disclosure, encouraging the disclosure of existing data without penalising 
companies for challenges they face in reliability, collection and calculation of climate data from third parties 
and counterparties. 
 
We seek clarification as to the application of the regime to asset managers and whether reporting is to apply 
to the responsible entity as a whole or whether each fund operated by a fund manager would be considered 
a reporting entity. For asset managers, where there is an expectation that they should be disclosing material 
climate risks to their business which might include the exposure of their investments to climate risks 
(effectively the disclosure of an asset manager’s scope 3 emissions), there should be a recognition that the 
quality of the analysis and disclosure of climate risk in investment portfolios will depend on the development 
of scope 1 and 2 disclosures in the first phase. Further, if an asset manager manages, for instance, a multi 
asset fund which has investments in some proprietary companies that are not within scope of the first phase 
of the disclosure requirements, it will not be possible for the asset manager to fully disclose the risk 
associated with that fund.  
 
Therefore, we submit that in the first phase, asset managers should only be required to disclose their scope 1 
and 2 emissions. Requirements to disclose climate-related financial risk to their investment portfolios should 
only be required in subsequent phases, recognising that asset managers are at the end of the disclosure 
chain and therefore proper disclosure is only practical once reporting of scope 1 and 2 emissions is 
embedded for Australian companies. We would be happy to have further discussions with Treasury about 
the detail of the regime’s application to asset managers. 
 
Given that the next drafts of the ISSB standards are expected to be finalised by mid 2023, and that final 
standards may not be ready until later in the year, the Government should consider allowing adequate time 
to properly account for these standards as well as providing enough time for Australian companies to 
prepare. We submit that the Government should aim to have the first reporting period a year after the 
release of the finalised ISSB standards. The Government should also provide a clear implementation roadmap 
over three years, with an expectation that the quality of reporting will improve overtime, including the 
introduction of scope 3 reporting.  
 
We also note that climate-related disclosures often require companies to collect and aggregate data from 
various internal and external sources. Giving companies adequate time (e.g 120 days) after their fiscal year-
end to accurately collect and analyze this data will increase the quality of the climate-related information 
investors receive. This timeline should still result in companies producing climate-related data in advance of 
their annual meetings, giving investors time to assess it before making proxy voting decisions. 
 
 











 
 

Page 16 of 27 
 

 
 

the legislation (governance, strategy, risk management, targets and metrics), while building out the details in 

regulation and guidance seems like a sensible approach. We would emphasise that such an approach should 

ensure that the regime remains flexible enough to allow for entities to report on a ‘comply or explain’ and 

‘best endeavours’ basis. 

We submit that other key considerations to inform the design of a new regulatory framework include: 

• Adherence to an international baseline and standards to allow for better comparability with 
domestic and international peers. 

• Staying aligned with the TCFD framework as we observe an increasing number of issuers are using 
the TCFD to provide disclosures that are becoming increasingly robust over time. 

• Limit liability and provide a flexible approach where methodologies are still evolving. Liability should 
be commensurate with the evolving nature of climate-related disclosure. Entities should be 
encouraged to make a good faith effort in providing disclosures, with a 'best endeavors’ obligation 
and a 'comply or explain' approach.   

• Implement a flexible framework for continued evolution of GHG emissions disclosures, particularly 
for scope 3 emissions. Given the methodological complexity and lack of direct control by companies 
over the requisite data, we support a flexible approach to Scope 3 GHG emissions disclosure, based 
on materiality and a 'comply or explain' approach. This will give issuers the opportunity to develop 
the resources to comply with best practices as they emerge.  

• Maintain established standards of financial risk materiality in determining what risks should be 
reported. Departure from well-established materiality standards in financial reports could obscure 
what information is material.  

• While quality control is desirable, the Government should ensure that reporting doesn’t become so 
complex that assurance is needed to provide and compile the data in the first instance. This becomes 
more important for extending sustainability reporting to small and medium enterprises, for which 
the cost of external assurance could be prohibitive. 

• There should be a preference for quantitative data over qualitative data, similar to that of financial 
reporting methodology which allows analysis and comparability, but with enough flexibility for 
situations where some climate data such as climate plans can only be qualitative. 

• Australian-based subsidiaries of multi-national organisations that fall within the disclosure threshold 
should be able to rely on the reports and policies at a group level, where the group is subject to 
similar reporting requirements in other overseas jurisdictions, as long as these requirements are 
consistent with Australian requirements. 

• Further, on governance issues we support the maintenance of a whole of board approach to 

governance of climate risk. Robust oversight of climate-related risks and opportunities requires a 

whole-of-the-board approach. While a dedicated committee of the board can be beneficial, 

especially for companies where climate risk and opportunities are material, the formation of such a 

committee should be at the discretion of the board.  
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Question 9: What considerations should apply to requirements to report emissions (Scope 1, 2 and 3) 

including use of any relevant Australian emissions reporting frameworks? 

 

As stated above, we support globally consistent reporting frameworks aligned with the ISSB. Given the 
increasing global support for the GHG Protocol as the reporting standard for GHG emissions, we encourage 
Australia to align with this framework. The increased focus on Scope 3 emissions for the financial services 
sector and having more concrete metrics and impact reporting requirements would support greater 
consistency and comparability. 
 
As investors, we believe it is important to be able to evaluate companies’ assessments of their emissions 
across their value chain, or Scope 3 emissions, as such emissions could affect the economic viability of 
issuers’ business models. Climate risk and the economic opportunities from the transition are a top concern 
for our clients and a rapidly growing share of them have already committed to net-zero aligned portfolios. As 
investors, we use Scope 3 emissions as a proxy metric (among others) for the degree of exposure companies 
have to carbon-intensive business models and technologies.  
 
Scope 3 disclosure provides important information for investors to assess transition risks, but we 
acknowledge the practical difficulties and costs involved in estimating the number for companies. We view 
Scope 3 emissions differently from Scope 1 and 2, given the methodological complexity and lack of direct 
control by companies over the requisite data to assess Scope 3 emissions. In our members’ experience as 
investors, these issues, and the usefulness of Scope 3 disclosures more generally, vary significantly across 
industries and the 15 categories of Scope 3 emissions.   
 
Not all companies can provide scope 3 information in a meaningful and comparable way. For example, it is 
not clear that everyone would follow the same methodology to estimate metrics such as the proportion of 
assets and/or operating, investing, or financing activities materially exposed to transition risks. If the 
methodology is not similar, the results will not be entirely comparable. Users need to understand the 
limitations in regard to both estimation and comparability, and must make efforts to interpret the 
information accordingly.  
 
For asset managers, scope 3 is the largest component of their carbon footprint. For reporting to be 
meaningful, the information reported has to be accurate. However, Scope 3 reporting methodologies across 
portfolio holdings are still in preliminary development and do not cover all asset classes. For financed and 
facilitated emissions, we note that data, controls and methodologies for computing GHG emissions 
associated with some asset classes are still emerging, and flexibility will be needed as this area develops. For 
asset managers considering portfolio emissions, understanding the scope 1, 2 and 3 emissions of portfolio 
companies is key, and while the significant share of unreported values can be estimated, the methods to that 
estimation can vary significantly across data providers and other users, leading to inconsistent reporting.  
We note that, in its latest communications9, the ISSB acknowledges that companies need help, as best 
practice continues to develop, in measuring Scope 3 GHG emissions and that relief and guidance are 
necessary. We urge regulators to consider such appropriate relief and allow for sufficient time to ensure 
companies have the opportunity to develop the resources necessary to comply with regulatory 
requirements, industry standards and best practices as they emerge. 

 
9 https://www.ifrs.org/news-and-events/news/2022/12/issb-announces-guidance-and-reliefs-to-support-scope-3-ghg-emiss/ 


















