
With the increasing focus on environmental, social and governance (ESG) issues, mandatory
climate disclosure reporting is being introduced around the world to provide information on an
organisation's progress towards their ESG goals. To demonstrate their commitment to acting on
climate change in their own operations, the Commonwealth Government has introduced Climate
Disclosure Reporting for Commonwealth entities and Commonwealth companies.
 
Like the introduction of Performance Statements into Commonwealth Government reporting, the
introduction of Climate Disclosure Reporting will be applied in a phased approach to allow
entities to develop their maturity over time. However, do not let this phased approach lull you
into a sense of false security, for entities and Accountable Authorities to properly discharge their
responsibilities under Climate Disclosure Reporting entities must invest in the relevant
resources and take the time to develop and implement the appropriate infrastructure to
support this reporting. 

What is expected of entities under climate disclosure reporting?

There will be two streams of disclosure requirements for Commonwealth entities and
Commonwealth companies:

Stream 1 - for Commonwealth companies equivalent in size or greater than ASX 300 and
Commonwealth companies equivalent in size to large proprietary companies with material
climate risks. Climate-related financial disclosures for this stream will be led by the
Department of Treasury.

Stream 2 - all other Commonwealth entities and Commonwealth companies. Climate-related
disclosures for this stream will be led by the Department of Finance. 

The Department of Finance expect to finalise the Commonwealth Climate Disclosure requirements
for Stream 2 in mid-2024. Therefore at the time this paper was written, only the requirements for
the Pilot had been released. However, the Department of Finance notes that the requirements will
align with climate disclosure standards set internationally by the International Sustainability
Standards Board (ISSB), nationally by the Australian Accounting Standards Board (AASB), and be
tailored for government and the regulatory and policy environments under which they operate
(e.g. APS Net Zero by 2030).
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The pillars of Climate Disclosure reporting within International Financial Reporting Standards
Sustainability Standard S2 Climate-related Disclosures that will be featured within the Department
of Finance's disclosure requirements include: 

It is noted that the pillar of 'Strategy' is not included in the Pilot for Departments of State, however
this pillar will be included in the required disclosures by the Department of Finance from 2024-25.
 
How do I prepare for Climate Disclosure Reporting?

Similar to the introduction of Performance Statements and the new Australian Accounting
Standards for Revenue and Leases, entities that are not aware of their requirements and
adequately prepare for climate disclosure reporting will get caught out in the first year of
reporting. 

For an entity, and therefore an Accountable Authority, to properly discharge their responsibilities
under Climate Disclosure Reporting, an entity must take the time to ensure that they have the right
resources and infrastructure in place. To report on the four pillars, this will include:
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Reporting Pillar Actions and Resources Required

Governance
Governance arrangements will need to be set up which will include the Accountable
Authority, relevant individuals with delegated responsibilities for climate risk management
and other relevant governance committees.

Strategy The entity will need to develop a strategy on how the entity plans to achieve any climate-
related targets it has set and any targets it is required to meet by law or regulation.

Risk Management

To report on the entity's climate-related risks and opportunities and identify where further
investigation and treatment may be required, an entity must invest in the development of a
broad, organisations-wide climate risk and opportunity assessment in the first instance.
Dependent on the size and nature of the entity, this may take up to 3-6 months to develop.

Metrics and
Targets

This pillar will link back to the Commonwealth Government's Net Zero in Government
Operations Strategy and the APS Net Zero 2030 targets. This includes reporting on their
emissions as part of the reporting requirements under the Public Governance, Performance
and Accountability Act 2013 (PGPA Act) and s516A of the Environment Protection and
Biodiversity Conservation Act 1999 (EPBC Act), therefore entities will need to be able to
identify and measure emissions from their operations.
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Although capacity building support is being provided to Commonwealth entities and Commonwealth companies
to help them meet their climate disclosure obligations, entities need to ensure that they have dedicated
resources with the capability and experience to be able to properly report on their climate disclosure
requirements. In addition, employee engagement and staff led initiatives will be important to achieving net zero
grassroots climate action and broader sustainability. 

Dependent on the size and nature of the entity, to ensure that there is the appropriate infrastructure,
frameworks and level of executive involvement, this may require the establishment of a Chief Sustainability
Officer, a Climate Sustainability and Assessment Team, a Risk Management Team and an Environmental
Contact Officer Network (a volunteer-run network of staff committed to reducing the environmental footprint of
the entity's operations).
 
When do I have to report?

The following table details the tranche and initial year of reporting for all Commonwealth entities under Stream
2: 

Tranche Initial Reporting
Year Included Entities

Pilot 2023-24 All Departments of State

Tranche 1 2024-25

'Controlling corporations' under the National Greenhouse and Energy
Reporting Act 2007.
Specialist Investment Vehicles, the Future Fund Management Agency and
the Commonwealth Superannuation Corporation.
Entities that fulfill two out of the four thresholds below:
Referenced in Part 1 of the Climate Change (Consequential Amendments)
Act 2022.
> 500 employees.
Total assets ≥ $1 billion.
Expenses ≥ $500 million.
All Commonwealth entities with responsibility for climate change or climate
risk disclosure policy design or implementation.

Tranche 2 2025-26

Entities that fulfill two out of the four thresholds below:
Referenced in Part 1 of the Climate Change (Consequential Amendments)
Act 2022.
> 250 employees.
Total assets ≥ $500 million.
Expenses ≥ $200 million.

Tranche 3 2026-27 All remaining Commonwealth entities.
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Will my sustainability report be audited?
 

The Department of Finance will be developing a verification and assurance regime in consultation with the
Australian National Audit Office (ANAO) to be applied to Stream 2 entities. Like the initial Performance
Statement reviews conducted by the ANAO, the focus of the regime will be on improving the quality of climate
disclosures. We believe that over the years as the maturity of climate disclosure reporting increases within
the Commonwealth, like the Performance Statements there may be a move to mandatory audits which will
include the issue of an audit opinion in the form of positive assurance over compliance with the
Commonwealth climate disclosure reporting requirements. 

With this in mind, entities should develop their climate disclosure reporting frameworks to ensure that there is
rigor and robustness within processes to identify and capture applicable data, and ensure that the
governance around this function supports the complete and accurate reporting of the climate disclosure
requirements of the entity. This will also provide the Accountable Authority with comfort over what the entity
is reporting as well as their progress in line with the Commonwealth Government's commitment to Net Zero in
Government operations.

Should Internal Audit get involved?
 
Internal Audit should play a significant part in an entity's preparedness for Climate Disclosure Reporting, and
now is the perfect time for Internal Audit to get involved! Internal Audit should be making contact with the line
areas responsible for Climate Disclosure Reporting and integrating into an assurance program over the four
pillars of reporting. Real time assurance as the entity progresses around the framework for Climate Disclosure
Reporting, as well as assurance over results to be reported, will provide relevant governance committees and
the Accountable Authority comfort in what the entity is reporting to both government and the public. 
 
Conversely, line areas responsible for Climate Disclosure Reporting should be reaching out to Internal Audit to
provide them assurance around the rigor and robustness of their processes for Climate Disclosure Reporting.


