
© 2023 Investor Group on Climate Change (ABN 15 519 534 459) 1 

 

 

	

Submission	–	Treasury	Consultation	

Paper	on	Climate-related	financial	

disclosure	
February 2023 

 

 

 

 

 

 

 

 

  



© 2023 Investor Group on Climate Change (ABN 15 519 534 459) 2 

Summary  
IGCC represents investors with total funds under management of more than $3 trillion in Australia and 
New Zealand and $30 trillion around the world. Investors welcome the development of internationally 
aligned climate risk disclosure requirements in Australia. 

Institutional investors understand that climate change is one of the most significant investment risks 
and opportunities facing the industry and economy today.  The impacts of climate change present 
material risks to the investment returns of long-term asset owners, their beneficiaries, and the 
communities they operate within. The scale of these risks is systemic, can’t be divested 
from, and investors are deploying a range of management strategies to mitigate this 
risk and better maximise opportunities. These strategies include company engagement and strategic 
capital allocation. Credible climate risk reporting by companies is critical for both.   

As international standards are finalised and major markets move to mandate climate risk disclosure, 
Australia risks becoming less competitive as a destination for investment capital if our disclosure 
requirements are below that of international peers. 

Investor groups representing the majority of Australian and global assets under management released 
a roadmap and detailed research piece1 supporting the implementation of mandatory TCFD-aligned 
reporting in Australia. The roadmap emphasises that effective climate risk disclosure is important to 
both accurately price assets and identify risks and opportunities associated with climate change, and to 
support the efficient allocation of capital towards a climate-resilient, net zero emissions economy. 

A lack of detail, standardisation, and enforceability regarding what must be reported can also be used 
as a scapegoat for lower performing companies to avoid addressing difficult questions and making 
adequate disclosures. This increases the likelihood of material risks being hidden until it is too late, 
assets being stranded, and promoting a disorderly transition2 to net zero emissions. 

Clear, mandated requirements for climate-related disclosures are needed to support comparable and 
decision-useful reporting. They are also important to level the playing field by requiring similar 
corporations to disclose in a standardised way, including those with high climate-related risk that are 
not currently reporting or are reporting insufficiently.   

Additionally, minimum requirements for company transition plans for key sectors will promote 
transparency and insight into how Australia’s largest emitters are thinking about how to pivot their 
existing assets, operations, and business model to align with a 2050 net-zero trajectory - 
distinguishing business as usual from credible plans, and supporting investor stewardship and 
regulatory responses. 

IGCC supports the six policy reform objectives outlined in the consultation paper, which are compatible 
with the key elements and recommendations summarised below.3 It is also essential that the 
management and disclosure of physical risks is given sufficient attention, especially given Australia’s 

 
1 IGCC, CDP, PRI, Confusion to clarity: A plan for mandatory TCFD-aligned disclosure in Australia (June 2021). 
2 A disorderly transition is defined as a situation in which a transition to a low-carbon economy is achieved, but 
the impact of climate policies – in terms of reallocation of capital into low-carbon activities and the corresponding 
adjustment in prices of financial assets (e.g. bonds and equity shares) – is large, sudden and not fully anticipated 
by market players and investors. 
3 Support climate goals, improve information flows, well-understood, internationally aligned, scalable and 
flexible, proportional to risk. 
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unique and high exposure to both chronic (e.g.  sea level rise) and acute (e.g. bushfire, flood, 
heatwaves) impacts. 

Summary of key elements and recommendations 

Key element Recommendations 

 
Interoperability /  
International 
alignment  
 
(Q4, Q7, Q17, 
Q18)  
 

• Adopt International Sustainability Standards Board (ISSB) standards as 
globally aligned baseline disclosure requirements.4 

• Build on the ISSB standards to ensure comparability and compatibility 
with the activity of major markets that are expanding beyond these 
minimum standards, such as Europe, Asia and North America, and to 
ensure disclosures support climate goals in line with the Government’s 
reform principles. 
 

 
Economy-wide 
coverage  
 
(Q2, Q3) 
 
 

• Commence reporting for first phase covered entities by no later than 
2024-25 financial year. 

• Establish a clear, timebound roadmap to implementation representing 
economy-wide coverage, showing entities covered in each phase over a 
maximum 3 year period. 

• Phase in compliance requirements based on size starting with:  
o ASX 300-listed companies5  
o Large, unlisted companies (including government-owned 

companies) with annual consolidated revenue of at least $100 
million 

o Large financial institutions (banking, superannuation, asset 
management6 and insurance) with either annual consolidated 
revenue of at least $100 million or total assets under 
management of at least $5 billion. 
 

 
Capture full 
supply chain risk  
(Q9, Q13) 
 

• Ensure emissions disclosure covers a company’s equity exposure and 
the entire value chain, including material scope 3 emissions (including 
all fossil fuel exposed industries), recognising indirect emissions present 
the largest climate risk to many investments and companies. 

• Consider and report the impacts of physical climate risks on supply 
chains. 
 

 
Strategy and 
decision making 
 
(Q11, Q13, Q14) 

 
Scenario analysis 

• Build on ISSB baseline for scenario analysis disclosure through 
standards and guidance. As a starting point, this should: promote use 
of standard scenarios such as IEA and NGFS scenarios and make clear 
that typically scenario analysis should include at a minimum an orderly 
transition to 1.5°C, an abrupt or delayed transition, (1.5°C to 2°C), 
current policies (3+°C) and hot house (4+°C) scenario and require 
disclosure of rationale for bespoke scenarios.7 

• Develop domestic climate scenarios and supporting data required for 
climate risk assessment and disclosure at a sector8 and regional level. 
Scenarios should cover both transition and physical risks (including 
both chronic and acute physical impacts). These domestic scenarios 

 
4 For clarity, alignment with the ISSB standards does not mean limiting requirements to the ISSB standards. 
Rather, using the ISSB standards as a global baseline means ensuring foundational alignment with the ISSB 
standards, and then building additional requirements around that consistent baseline. 
5 Alternatively, a single annual consolidated revenue of at least $100 million for all companies (i.e listed and 
unlisted) would be suitable. 
6 Including sovereign wealth funds (i.e. The Future Fund). 
7 A single scenario provider may not currently produce a full suite of scenarios covering the range and type of 
that a company needs to report against. Developing Australian domestic scenarios will help to address this. 
8 This is consistent with the Government’s agreement with Climate Change Authority (CCA) advice that sector-
by-sector goals need to be developed. The development of sector-by sector emission pathways is critical too 
unlocking investment in Australian industries and the economy: IGCC, Making the Transition Happen: Investment 
Policy for a Net Zero Emissions Economy, September 2022. 
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Key element Recommendations 

should be aligned with best practice global scenarios (see point above) 
to support comparability. Treasury should lead this work and establish 
an expert finance, science and industry consultation group to inform 
scenario design. The initial scenarios should be published by the end of 
2023. 
 

Transition plans 
• Establish a cross sector taskforce to define minimum requirements for 

climate transition plans, to be applied to the economy’s highest 
emitting companies and sectors. To streamline and promote 
international alignment Treasury should endorse existing best practice 
frameworks under development, for example by the UK Transition Plan 
Taskforce.9 

• Support corporate transition planning and reporting, including through 
the development of Australian-specific guidance and sector pathways, 
including with consideration to just transition issues. 

• Avoid a ‘paper decarbonisation’ with limited real word impact: 
Disclosures should give sufficient context for investors and stakeholders 
to understand the issue that the entity’s action is seeking to address 
and the associated outcomes for the company and/or the real 
economy. 

 
 
Capability and 
implementation 
support  
(Q6, Q10, Q13, 
Q14) 

• Align regulatory work programs and initiatives to deliver standards, 
auditable data and scenarios (including at a sector level) for the 
disclosure of climate risks. 

• Issue guidance and resources and educational material to support 
implementation and communicate regulatory expectations in the 
context of new reporting requirements. 

• Take a leading role in developing best practice disclosure standards 
where Australia has significant expertise, for example, for physical risk. 
 

 
Increasing 
expectations for 
disclosure 
(Q4, Q12) 

• Establish iterative review process to allow a build-up of practice by 
reporting entities over time and ensure requirements reflect rapidly 
shifting policy, practice and science to ensure the Australian economy 
remains competitive in capital markets. 

• Encourage continuous improvement, not just compliance with minimum 
standards. 
 

 
Reliability  
(Q5, Q6, Q8, Q12) 

• Establish a robust assurance framework to ensure investors and other 
stakeholders can rely on the integrity of information provided, similar 
to audited financial statements and NGERs, including independence 
requirements and quality management standards. 

• Engage with the IAASB work on a global sustainability assurance 
framework.10 
 

 
For further information and to discuss, please contact:  
  
 

  
licy 

  
  

  
D y  

   
  

 

 
9 Transition Plan Taskforce, Consultation: The Transition Plan Taskforce Disclosure Framework (November 2022). 
10 Page 8, FSB progress report on climate-related disclosures (October 2022). 
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Introduction and overview 
The Investor Group on Climate Change (IGCC) welcomes the opportunity to provide feedback on the 
Treasury’s consultation paper11 on climate related financial disclosure. The consultation seeks views on 
key considerations for the design and implementation of standardised, internationally aligned 
requirements for disclosure of climate-related financial risks and opportunities in Australia.  

IGCC is a collaboration of Australian and New Zealand institutional investors focused on the impact of 
climate change on investments. IGCC represents investors with total funds under management of over 
$3 trillion in Australia and New Zealand and $30 trillion around the world.   

As the long-term custodians of trillions of dollars in retirement funds, investors have a fiduciary duty to 
deliver long-term returns for their beneficiaries that are commensurate with the level of risk taken. Due 
to the systemic nature of climate change, unless it is addressed in an orderly and just way, the long-
term retirement savings of millions of Australians are under threat.  

Effective disclosures are critical to manage systemic risk and opportunities 
associated with climate change 

Investors welcome the development of internationally aligned climate risk disclosure requirements in 
Australia. Given climate change represents a systemic economic risk, it is important that mandatory 
disclosure requirements apply to entities operating across the economy and the entire investment 
supply chain. These include both listed and unlisted companies, financial institutions and government-
owned companies and sovereign wealth funds (e.g. the NBN Co and Future Fund) as well as relevant 
public sector entities. 

There is unprecedented consensus across financial and non-financial entities on the need for globally 
consistent, comparable and decision-useful public disclosures of climate-related financial risks.12 The 
latest TCFD status report emphasised while disclosure is improving, there are ongoing concerns about 
lack of consistency and comparability in existing reporting practices.  

The percent of companies disclosing TCFD-aligned information continues to grow, but more urgent 
progress is needed. For fiscal year 2021 reporting, 80% of companies disclosed in line with at least 
one of the 11 recommended disclosures; however, only 4% disclosed in line with all 11 recommended 
disclosures and only around 40% disclosed in line with at least five.13 

Disclosures can also be a central tool for regulators to inform policy, financial supervision and stability, 
by improving understanding and visibility over the system-wide implications of decarbonisation, as well 
as the physical impacts of climate change. 

14Addressing physical risk 

Management and disclosure of physical risks requires increased attention, especially given Australia’s 
unique and high exposure to chronic (e.g. sea level rise) and acute (e.g. bushfire, flood, heatwaves) 
impacts.  Clear disclosure on material physical risks, alongside proposed and ongoing risk management 

 
11 Australian Government, The Treasury, Climate-related financial disclosure consultation paper, December 2022. 
12 Peak Australian Bodies submission to ISSB on draft standards (July 2022). 
13 TCFD, 2022 TCFD Status Report (October 2022), p5. 
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and adaptation strategies, will be essential to increase investor confidence and ensure maladaptation 
is avoided.  

The Australian Government’s upcoming National Climate Risk Assessment can provide a useful shared 
evidence base for understanding physical  risk. Aligning government and regulatory work programs, 
and ensuring close consultation with scientists and industry is essential to streamline and amplify 
efforts and ensure outputs are fit for purpose beyond government use.   

There is an opportunity to position Australia as a leader on climate disclosure related to physical risks, 
which  is much less developed internationally than transition risk disclosures. An overarching 
international focus to the assessment, management, and disclosure of physical climate impacts will 
support core objectives of international alignment, and consistency and comparability. 

Actions the Australian government may take in consultation and collaboration with scientific bodies, 
finance, and business industries, include: 

• Utilise Australia’s scientific expertise in natural hazards and climate change to contribute to 
the development of internationally consistent physical risk metrics. These will need to be 
industry-specific and sufficiently granular to capture both risk and resilience, and consider 
indirect impacts. Australia’s high exposure to physical risks means it has significant existing 
expertise and will benefit from robust metrics being developed. 

• Support CSIRO and relevant government agencies to consolidate and make available existing 
government data on physical impacts, in consultation with industry to ensure the data is fit for 
purpose. 

• Develop guidance on suitable data and scenarios 
• Require the development and disclosure of risk management and adaptation plans for material 

physical risks 
 

Building capability 

The government, regulators and standard setting bodies have a critical role in building support and 
capability for reporting across the market. Accordingly, Treasury should consider and prioritise 
approaches (such as the development of region and sector-based scenarios) which may assist with the 
speed of adoption and clarity of climate related reporting. 

Guidance to support implementation and communicate regulatory expectations in the context of new 
reporting requirements should be developed in consultation with industry. Where it is available and 
applicable, leveraging guidance by the ISSB will help to streamline efforts and promote international 
alignment.  

Capability building programs will also be important in the phase in process to build internal skills and 
experience.  

Increasing expectations for disclosure 

 Reporting standards and guidance should not remain static and must both allow for and drive 

an increase in quality of reporting over time. Outlining clear review timelines and established 

responsibilities for maintenance of the disclosure regime will help to minimise potential disruption 

caused by the need to update standards and expectations. Ultimately, reporting entities should be 

preparing for reporting expectations to increase over time, not diminish.  
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Indeed, this was explicitly referenced in the Final TCFD recommendations (2017) which stated: “The 

Task Force’s recommendations aim to be ambitious, but also practical for near-term adoption.” But the 

TCFD also recognised its role in improving reporting over time and that it expected: “to advance the 
quality of mainstream financial disclosures related to the potential effects of climate change on 
organizations today and in the future and to increase investor engagement with boards and senior 
management on climate-related issues.”13 

Treasury should establish an iterative review process to allow a build-up of practice by reporting 
entities over time and ensure requirements reflect rapidly shifting policy, practice and science to ensure 
the Australian economy remains competitive in capital markets. 






































