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Foreword 

We are pleased to present this updated research report on the evolving landscape of 
climate-related disclosures and assurance within the annual reports of ASX-listed entities. 
This report reflects the collaborative efforts of the Australian Accounting Standards Board 
(AASB) and the Auditing and Assurance Standards Board (AUASB) in keeping with our 
commitment to advancing high-quality financial reporting and assurance. The joint 
collaboration between the AASB and the AUASB highlights our commitment to advancing a 
deeper understanding of climate-related disclosures within the Australian business 
environment. We believe that by working together, we can better address the complexities 
and challenges posed by climate change reporting that meets user needs. 
 
As the global conversation surrounding climate change intensifies, timely research is critical 
to understanding the trends and developments in corporate reporting practices. This 
research report serves as a valuable resource for stakeholders, providing insights into the 
evolving dynamics of climate-related disclosures and the role of assurance thereon. 
 
We extend our sincere gratitude to Jean You and Professor Roger Simnett, who authored 
this research report. This research contributes significantly to our understanding of emerging 
issues, best practices, and areas that require further attention, setting an example that 
academic research plays an important role in this collaborative endeavour. 

 

 

   

Dr Keith Kendall 
Chair 
Australian Accounting Standards Board 

 Doug Niven 
Chair 
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Preface 

This Research Report builds on the AASB-AUASB research report authored by You and 

Simnett (2022)1, which identified trends in climate-related disclosures and associated 

assurance practices in Annual Reports of Australian listed entities 2018-2021, by extending 

this analysis to consider such disclosures in 2022. Much has happened since we published 

the AASB-AUASB research report in 2022. In particular, to address the demand for climate-

related financial disclosure requirements, in February 2023 the AASB decided to add a 

separate project to its work program to develop climate-related financial disclosure 

requirements for Australia (AASB 2023). In addition, in June 2023 the International 

Sustainability Standards Board (ISSB) issued IFRS S1 General Requirements for Disclosure 

of Sustainability-related Financial Information and IFRS S2 Climate-related Disclosures 

(IFRS 2023). IFRS S1 requires an entity to disclose information about its sustainability-

related and opportunities that is useful to users of general-purpose financial reports in 

making decisions relating to providing resources to the entity. IFRS S2 sets out the 

requirements for disclosing information about an entity’s climate-related risks and 

opportunities. It builds on the earlier recommendations of the Task Force on Climate-related 

Financial Disclosures (TCFD), requiring an entity to disclose information that enables users 

of General Purpose Financial Reports (GPFR) to understand: 

a. the governance processes, controls and procedures the entity uses to monitor, 

manage and oversee climate-related risks and opportunities; 

b. the entity’s strategy for managing climate-related risks and opportunities; 

c. the processes the entity uses to identify, assess, prioritise and monitor climate-related 

risks and opportunities, including whether and how those processes are integrated 

into and inform the entity’s overall risk management process; and 

d. the entity’s performance in relation to its climate-related risks and opportunities, 

including progress towards any climate-related targets it has set, and any targets it is 

required to meet by law or regulation.  

The IFRS S1 and S2 are effective for annual reporting periods beginning on or after 

1 January 2024, with early adoption permitted. Various national standard setters and 

regulators are discussing its adoption or alignment as they consider issuing a sustainability 

reporting standard. 

In June 2023, the Australian Treasury (2023) issued a consultation paper on Australian 

reporting and international alignment for climate-related financial disclosures and associated 

assurance requirements. This consultation paper outlined that the detailed climate-related 

disclosure standards will be formally established in Australia by the AASB.  

There have also been parallel developments in the assurance space. In June 2023 the 

International Auditing and Assurance Standards Board (IAASB) approved releasing an 

Exposure Draft on General Requirements for Sustainability Assurance Engagements 

(Proposed ISSA 5000). ISSA 5000 aims to serve as a comprehensive, stand-alone standard 

suitable for sustainability assurance engagements, including the recently released IFRS S1 

and S2. In August the Australian Auditing and Assurance Standards Board (AUASB) 

released a Consultation Paper seeking public comment on the IAASB’s Exposure Draft on 

Proposed ISSA 5000, with the comment period closing on 10 November 2023.  

This research aims to provide information to inform the AASB and the AUASB in any 

consideration of current reporting and assurance standards regarding climate-related 

disclosures, using a large sample that covers almost all listed entities in Australia for 2018-

 
1  https://www.aasb.gov.au/media/xu5leeby/aasb-auasb_rr_climaterelateddisclosures_12-22.pdf  

https://www.aasb.gov.au/media/xu5leeby/aasb-auasb_rr_climaterelateddisclosures_12-22.pdf
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2022. With the emphasis of IFRS S2 on being informing users of GPFR, this report does not 

explicitly cover climate-related disclosures and assurance practices outside the Annual 

Report, except to the extent that those disclosures are replicated or summarised in the 

Annual Report. As such, the findings of this report have implications for considerations of 

climate-related disclosures and assurance under AASB standards for the AASB, and auditing 

(ASA) and assurance (ASAE) standards for the AUASB.   
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Executive Summary 

Some of the major considerations identified were:  
 

Implications for Consideration  

Australian listed entities increasingly report climate-related information in their Annual 

Report/Corporate Governance Statement, with the overall disclosure rate increasing from 

36.1% of listed entities in 2021 to 42.8% in 2022. While this increase is welcome, it 

suggests many listed entities may require substantial work to meet the requirements of 

IFRS S2. 

This increase in reporting of climate-related information in Annual Report/Corporate 

Governance Statements is observed across all industry groups, demonstrating that such 

improvement is spread across all types of listed entities. The increasing disclosure rate 

across all industries supports the AASB and AUASB joint submission to the ISSB (2022) 

regarding the usefulness of industry-specific reporting guidance and may provide a basis 

for any consideration as to which disclosures are most relevant in Australia. 

Climate-sensitive industries continue to be more likely to disclose climate-related 

information with extant reporting standards and/or guidelines. However, in no industries 

were disclosures at 100%, with the lack of reporting and associated assurance 

commentary suggesting either that there continues to be an under-consideration of 

climate-related matters or that such matters are immaterial to all listed entities, even for 

some entities in climate-sensitive industries. 

In relation to ASX entity size, while there has been a plateauing in 2022 of the disclosure 

rates for ASX 300 entities, there has been a marked increase in other listed entities 

incorporating climate-related information into their Annual Report. The ASX 300 entities 

appear to be reaching close to a saturation point in voluntarily disclosing climate-related 

information in the Annual Report. 

In relation to the location of the climate-related information in the Annual Report, most of 

the disclosures are still in the other information section of the Annual Report, (outside the 

Financial Report and the Directors’ Remuneration Report). However, there has been a 

significant jump in 2022 in disclosures in the Annual Report (Notes to the Financial Report) 

of 75.3% compared with 2021, and of 59.5% in disclosures in the Directors’ Remuneration 

Report compared with 2021. This supports the view that Australian entities increasingly 

recognise the significance of climate-related impacts on their financial position and 

performance. 

The disclosures in the Financial Report for 2022 are particularly pronounced for the largest 

ASX 500 entities, with, for example, more than 50% of the largest ASX 100 entities that 

disclose climate-related information now disclosing such information in these statements, 

compared with 36.3% of such entities in 2021. This increase is also seen to be spread 

across all industry groups. 
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The significant jump in the disclosures in the Notes to the Financial Report is especially 

reflected in a significant increase in the specific notes related to accounting policies and 

judgement, or basis of preparation, with an increase from 19 instances in 2021 to 64 in 

2022. Other notes in which climate-related disclosures were most frequently observed 

were the carrying value and impairment of non-financial or intangible assets (26 in 2021 to 

34 in 2022), followed by risk management (17 in 2021 to 23 in 2022), property, plant and 

equipment (11 in 2021 to 21 in 2022) and subsequent events, including provisions and 

contingencies (14 in 2021 to 19 in 2022).  

The largest entities are identified as those that are most likely to include climate-related 

content in their remuneration reports. There are significant increases for ASX 100 entities 

from 31.9% (29 of 91 disclosers) in 2021 to 41.8% (38 of 91 disclosers) in 2022, and for 

ASX 101-300 entities, increasing from 5.8% (6 of 103 disclosers) in 2021 to 16.8% (19 of 

113 disclosers) in 2022. We continue to observe very limited climate-related disclosures in 

the remuneration reports outside ASX 300 entities in 2022. 

The number of disclosers referencing the TCFD recommendations continually increases 

from 61 out of 1,914 (3.2%) in 2018 to 181 out of 1,930 (9.4%) in 2021 and further to 211 

of 2,004 (10.5%) in 2022. The number of entities reporting following the explicit four pillars 

of the TCFD reporting structure increases from 17 of 1,914 (0.9%) in 2018 to 62 of 1,930 

(3.2%) in 2021 and further to 69 of 2,004 (3.4%) in 2022.  

From an assurance perspective, many climate-related disclosures in the Annual Report 

are still outside the Financial Reports and thus not subject to audit. The credibility-

enhancing techniques for such disclosures are covered by ASA 720. The final revised ASA 

720 was one of the more contentious outcomes from the revision of the auditor reporting 

standards, with concerns about whether the auditor’s level of involvement is correctly 

understood. We believe that this disclosure trend increases the importance of ensuring 

that ASA 720 is fit for purpose in the current environment. 

The continuing significant increase in climate-related information in Financial Reports and 

remuneration reports also directly impacts the Financial Report audits. Although this was 

anticipated by the AASB-AUASB (2019), there has not been a consequential change in 

underlying auditing standards or application material to support audit practice in these 

circumstances. Application material may be especially beneficial with the proposed IASB 

S2 disclosures requiring assurance in the near future. 

The number of climate-related content in KAMs continues to increase, from 9 in 2021 to 14 

in 2022. Climate-related KAMs are often sticky and commonly repeated in the subsequent 

years. There is no guidance or examples in the current ASA 700 series for auditors as to 

how, what and why they should incorporate these types of KAMs in their auditor’s report. 

We believe climate-related issues are increasingly likely to give rise to KAMs, and we are 

now seeing instances of better practices that could be showcased. 

The Australian Treasury (2023) provides an assurance roadmap, with, for example, in 

2026, reasonable assurance for scope 1 and 2 emissions and limited assurance of scope 

3 emissions, scenario analysis and transition plans. Very few entities are currently being 

assured at this level, with the three identified in 2022 being the same number as identified 

in 2021. The AUASB currently provides no clear guidance for such hybrid levels of 

assurance engagements or the format of the assurance report that should result. 
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1. Methodology  
 

This Research Report extends an earlier AASB/AUASB research report authored by You and 

Simnett (2022), which considered climate-related disclosures in Annual Reports by 

Australian listed entities and associated audit/assurance practices for 2018-2021, by 

evaluating and reporting on such disclosures and associated audit/assurance practices by 

Australian listed entities in 2022. We especially highlight any observed trends in reporting 

from 2021 to 2022. 

The research builds off a joint bulletin issued by the AASB and AUASB (2019) to guide 

climate-related and other emerging risk disclosures and related audit/assurance practices in 

Annual Reports. It also builds off updated ASIC regulatory guidance highlighting the reporting 

of climate risk in the operating and financial review, prepared as a result of their examination 

of climate-related disclosures in the largest listed entities (ASIC 2018). In addition, the ASX 

(2019) requested listed entities to disclose material environmental risks in their Corporate 

Governance Statements. 

We define Annual Reports as the reporting package organisations must deliver under the 

corporate, compliance or securities laws of the country in which they operate. As such, we 

focus on climate-related disclosures in the Annual Report (which contains the audited 

financial results) and disclosures contained in the associated Appendix 4G Corporate 

Governance Statement (CGS), which is required under the reporting framework of the ASX 

Listing Rules2, irrespective as to whether it is contained in the Annual Report or not. We 

include all climate-related disclosures in the CGS to remove the impact on our trend analysis 

of the increasing trend to report the CGS separately to the Annual Report. Although separate 

disclosure is permitted, if so separately disclosed it required to be referenced within the 

Annual Report and lodged at the same time as the Annual Report. 

This research aims to inform the AASB and the AUASB of trends in climate-related 

disclosures and related audit approaches. We use a large sample that covers almost all 

listed entities in Australia for 2018-2022. The report does not cover climate-related 

disclosures and assurance practices outside the Annual Report, except to the extent that 

those disclosures are replicated or summarised in the Annual Report. As such, the findings 

of this report have implications for considerations of the development of climate-related 

disclosures and assurance standards. The findings also indicate the level of early reporting 

or preparedness to meet the IFRS S2 requirements. 

Our data are sourced from the Connect4 database which provides textual searching in the 

combined Annual Reports and CGS (hereafter, Annual Reports) issued by all ASX-listed 

entities. Our sample period begins in 2018, corresponding to the first year after the issuance 

of the Task Force on Climate-related Financial Disclosures (TCFD) reporting 

recommendations (2017), and ends in 2022, the latest full year of data available at the time 

of writing.3 The scope of the research report is nearly all ASX-listed entities, and thus our 

sample size totalled 9,588 observations from 2018 to 2022. The breakdowns for each year 

are reported in Figure 1 in the next section. 

To identify climate-related disclosures, we use the same key terms You and Simnett (2022) 

used to ensure appropriate comparison. The key terms used were “climate change”, “global 

warming”, “carbon emission”, “greenhouse gas”, “climate risk”, “carbon risk”, “CO2”, “climate 

related”, “climate-related”, “climate strategy”, “TCFD”, “Climate Resilience”, “climate active”, 

“climate action” and “GRI”. 

 
2  ASX listing rule 4.10.3 requires an entity’s Corporate Governance Statement to be published in 

its annual report or on its website (ASX 2019). 
3  The data collected for this report was available up until August 2023. 



 

 Page 11 of 42 
 

 
 

Based on these key terms we first identified entities with climate-related disclosures in the 

sample period and downloaded their Annual Reports from the Connect4 database. Then we 

manually reviewed such disclosures to find out the nature of disclosures and their locations 

(or sections) in the Annual Reports and excluded disclosures captured where the content 

was irrelevant to entities’ climate performance.4 In addition, we reviewed any reports of 

assurance on climate-related information as well as climate-related content in the 

independent auditor’s report. We will now discuss our analysis in the next section. 

2. Climate-related disclosures in Annual Reports: extent 

Figure 1 demonstrates a steady increase in disclosing climate-related information in Annual 

Reports among ASX-listed entities. The number of entities disclosing climate-related 

information in their Annual Reports or Corporate Governance Statements increased from 364 

(19% of listed entities) in 2018 to 857 (43% of listed entities) in 2022. The yearly increase 

indicates that Australian entities progressively recognise and report the significance of 

climate-related impacts.  

 

  

 
4  Such as, where a search term was contained in the name of a product or a subsidiary. 
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Figure 1: Overview of climate-related disclosures for listed 
companies in Australia 
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2.1 Disclosures by industry 

Further to the overall rate, Figures 2A and 2B report the disclosure practices in each industry 

using the Global Industry Classification Standard (GICS) sector classification. Guided by 

TCFD (2017) and AASB-AUASB (2019), we group the industries by the extent to which they 

are exposed to climate-related risks, and define climate-sensitive industries as Consumer 

Staples, Energy, Financials, Industries, Materials, Real Estate and Utilities.  

Every industry has experienced an increasing trend, with Utilities having the highest 

proportion of disclosers in Annual Reports for every year from 2018 (56%) to 2022 (80%). 

Health Care (9% in 2018 to 27% in 2022) and Information Technology (7% in 2018 to 29% in 

2022) have the lowest proportion of entities currently disclosing. The improvements in the 

disclosure rates for each industry from 2018 to 2022 range from 18% to 37%, with the 

greatest increase in the Energy sector and the smallest in the Healthcare sector. A 

comparison of Figures 2A and 2B shows that, on average, entities in climate-sensitive 

industries are significantly more likely to disclose climate-related information in Annual 

Reports, while there is a continual increase every year in every industry. 
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2.2 Disclosures by entity size 

In addition to industries, we have also analysed disclosures of climate-related information in 

Annual Reports based on entity size, as categorised by ASX 100, ASX 101-300, ASX 301-

500 and others. The ASX categorisation, applied over the years, was based on the market 

capitalisation ranking of a listed entity as of 20 August 2023, not on membership of these 

groups for index (share-trading) purposes. We undertake this approach to keep the size 

categories contemporaneous and ensure that movements in categories reflect changes in 

disclosures and assurance for entities in that cohort rather than within-section variations 

caused by entities moving between categories. 

The expectation that entity size is likely to impact the likelihood of climate-related disclosures 

is shown to hold, as reflected by the disclosure rate rising with entity size. ASX 100 entities 

are most likely to disclose climate-related information in their Annual Reports, followed by 

ASX 101-300 and ASX 301-500. While there has been a plateauing of the disclosure rate for 

ASX 300 entities identified in 2022, there has been a marked increase in other listed entities 

incorporating climate-related information into their Annual Reports. 

As the largest 300 ASX entities appear to be reaching close to a saturation point in disclosing 

climate-related information in the Annual Report, as the AASB considers mandating 

disclosures for all listed entities, it may be informative for them to examine why a small 

number of the largest ASX companies have decided to-date not to do so. 
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3. Climate-related disclosures in Annual Reports: location 

Further to the overall disclosures, we are also interested in identifying the sections of the 

Annual Report in which climate-related disclosures occur. From an auditors’ perspective, 

information outside the Financial Report is not subject to audit. However, ASA 720 requires 

auditors to read and consider other information in the Annual Report to determine if it is 

materially consistent with the Financial Report and the auditor’s knowledge and evidence 

obtained during the audit. As auditors have different responsibilities towards the information 

in the Annual Report based on where it is disclosed, it is important to understand where 

climate-related disclosures appear in the Annual Reports.  

Table 1 outlines the sections in the Annual Report where climate-related information is 

disclosed. We identify that all entities disclosing climate-related information have disclosed 

this information in sections of the Annual Report outside those parts audited, being the 

Financial Report and the Directors’ Remuneration Report. The likely sections include 

principle 7.4 of the Corporate Governance Statement, or, in the Annual Report, sections on 

sustainability, risk management, operating and financial review, environmental regulation, or 

a discussion of performance in the director’s report and chairperson’s or CEO’s letter. Given 

that the format of Annual Reports is not standardised in Australia, there is also a scattering of 

disclosures outside these stated sections. 

Table 1: Sections in the Annual Reports with climate-related disclosures    

 2018 2019 2020 2021 2022 

 No. % No. % No. % No. % No. % 

Entities with climate-
related disclosures 

364  416  527  696  857  

Disclosures in the notes 
to Financial Reports  

16 4.4% 31 7.5% 47 8.9% 73 10.5% 128 14.9% 

Disclosures in Directors’ 
Remuneration Reports  

5 1.4% 14 3.4% 21 4.0% 42 6.0% 67 7.8% 

Disclosures in other 
sections of Annual 
Reports  

364 100% 416 100% 527 100% 696 100% 857 100% 

 

Information outside the financial statements is not subject to audit. However, the auditing 

standards require the auditor to read and consider such information in the Annual Report to 

determine if it is materially consistent with the financial statements and the auditor’s 

knowledge. It is important that users understand that the auditor’s opinion does not cover this 

other information outside the financial statements, and auditing standard ASA 720 has been 

amended to require the auditor’s report to communicate this explicitly. 

With respect to parts of the Annual Reports that are audited, being the Financial Report and 

the Directors’ Remuneration Report, we find an increase in the climate-related disclosures in 

the Financial Report (Notes to the Financial Report) from 16 of 364 (4.4%) in 2018 to 128 of 

858 (14.9%) in 2022, as shown in Table 1. In particular, the number of entities reporting such 

information in the Notes to the Financial Report (128) in 2022 is a 75.3% increase above the 

number reporting in 2021 (73). This supports the view that Australian entities increasingly 

recognise the significance of climate-related impacts on their financial position and 

performance. More details of the specific Notes in which this climate-related information is 

discussed in Section 3.1.  

We also notice an increasing number of entities that have directors’ compensation linked to 

climate-related performance, which has led to an increase in such disclosures in 

remuneration reports. In particular, the number of entities reporting such information in the 

Directors’ Remuneration Report (67) in 2022 is a 59.5% increase above the number 



 

 Page 15 of 42 
 

 
 

reporting in 2021 (42). Climate-related performance is usually reflected by quantifiable or 

factual indicators, such as reduction in greenhouse gas emissions and issuance of climate 

reports. The credibility of the underlying quantitative climate-related information is expected 

to be enhanced, especially the climate-related impacts on the remuneration policies, by audit 

requirements covering remuneration reports.5 We also report more details about climate-

related disclosures in the Directors’ Remuneration Reports in Section 3.2. 

3.1 Disclosures in Notes to the Financial Reports 

As outlined above, there is a significant jump in climate-related mentions in the Notes to the 

Financial Report for the period from 2018 to 2022, as reported in Table 1. Similar to the 

overall disclosure trend, we find the largest entities have the highest likelihood of considering 

climate-related impact in their Notes to the Financial Report. Figure 4A reports the 

percentage of climate-related disclosures in the Notes to the Financial Report in each size-

based group. ASX 100 entities have the greatest proportion across four years, ranging from 

8.2% (6 entities) in 2018 to 50.5% (46 entities) in 2022 of climate-related disclosers each 

year. Despite fluctuations in the percentage in the groups of ASX 101-300 and ASX 301-500 

due to an increase in the number of disclosers, there is an overall rising trend of disclosures 

in the Notes to the Financial Report across each of the size categories, and this trend is 

especially pronounced in 2022. The proportion of ASX 101-300 increases from 6.1% (3 

entities) in 2018 to 25.7% (29 entities) in 2022, and ASX 301- 500 goes from none in 2018 to 

19.3% (17 entities) in 2022. Small entities also follow the trends of ASX 500 entities, with an 

increase in the disclosure rate in the Notes to the Financial Report from 3.2% in 2018 to 

6.4% in 2022. 

 
5  Recognising that the auditor has only audited the impact on the remuneration policies. 
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Figure 4A: Disclosure rate in the Notes to the Financial Report  among 
disclosers by company size 

ASX 100 ASX 101- 300 ASX 301-500 Others

Notes: (1) Others include listed entities that are not in the ASX 500, or over time, delisted and 
suspended; (2) the percentage is based on the number of disclosers in the corresponding group. 
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Figure 4B reports the disclosure rate based on the industry in which the discloser is located. 

In general, entities in climate-sensitive industries are more likely to have climate-related 

Notes to the Financial Report. 

 

We summarise the topics of relevant Notes containing climate-related disclosures in Figure 

4C. The significant jump in the climate-related disclosures in the Notes to the Financial 

Report is especially reflected in a large increase in the specific notes related to accounting 

policies and judgement, or basis of preparation, increasing from 19 instances in 2021 to 64 in 

2022. Other notes in which climate-related disclosures were most frequently observed were 

the carrying value and impairment of non-financial or intangible assets (26 in 2021 to 34 in 

2022), followed by risk management (17 in 2021 to 23 in 2022), property, plant and 

equipment (11 in 2021 to 21 in 2022) and subsequent events, including provisions and 

contingencies (14 in 2021 to 19 in 2022). Although there are also other mentions of climate-

related impacts in notes categories other than those listed, they are less frequent and usually 

related to specific types of entities or assets. 

We also observe an increase in 2022 by six observations (from five entities in total for 2018-

2021 to a total of 11 entities for 2018-2022) in the Notes to Financial Reports, which contain 

references to expenses/remuneration paid to auditors on climate-related services. It 

encompasses assurance of climate-related disclosures and/or non-assurance services their 

incumbent auditors provide, such as TCFD disclosures gap analysis. We also notice 

instances where the auditor considers climate-related topics in the Notes to the Financial 

Report a key audit matter (KAM). Auditors, especially Big 4 auditors, also discuss climate-

Note: the percentage is based on the number of disclosers in the corresponding industry. 
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related impacts in their auditors’ report. It suggests that both management and auditors 

recognise the importance of the climate-related effects on Financial Reports. We will further 

discuss climate-related impacts on Financial Report audits in Section 5. 
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Figure 4C: Topics of the Notes with climate-related diclosures in 
the Financial Report
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3.2 Disclosures in remuneration reports 

As expected, the largest entities are identified as most likely to include climate-related 

content in their remuneration reports, which aligns with the overall disclosure trend discussed 

in Section 2. As shown in Figure 5A, ASX 100 entities represent the largest proportion of 

ASX entities with climate-related disclosures in remuneration reports, increasing from 31.9% 

(29 of 91 disclosers) in 2021 to 41.8% (38 of 91 disclosers) in 2022. Following ASX 100, 

entities in ASX 101-300 also experienced a growth in the disclosures in the remuneration 

reports, increasing from 5.8% (6 of 103 disclosers) in 2021 to 16.8% (19 of 113 disclosers) in 

2022. We continue to observe very limited climate-related disclosures in the remuneration 

reports outside ASX 300 entities.  

We also observe that remuneration reports containing climate-related disclosures are audited 

primarily by large audit firms. While Big 4 audit firms audited most disclosers, three instances 

were identified where the disclosers were audited by non-Big 4 audit firms, one each by 

Grant Thornton, RSM and BDO in 2022. 

In terms of industries, Figure 5B reflects that climate-related disclosures in remuneration 

reports are more likely to happen if the entity operates in a climate-sensitive industry. In 

particular, we observe two industries where climate-related information is likely to be 

included in the remuneration reports: Utilities and Real Estate, where the rates of entities 

disclosing such information are over 20% among disclosers in these industries. All other 

industry categories are below 10%. While up to 2021, we observed that most cases of 

disclosures in the remuneration reports were in climate-sensitive industries, we can see that, 

in 2022, such disclosures are spreading across more, including non-climate-sensitive 

industries.  

Entities can report climate-related information when discussing incentives, performance 

assessment and strategy in their remuneration reports. In 2022, 29 out of 67 remuneration 

reports highlight climate-related considerations in their entity strategies, which impact the 

remuneration plans. Further, 41 of those remuneration reports contain climate-related 

measures when discussing incentives and/or performance assessment. This includes both 

implemented and planned incentives. Climate-related incentives and performance outcomes 

consider commitments to climate actions primarily by reducing greenhouse gas emissions, 

improving reporting of climate-related performance and progressing towards the entity’s 

climate-related strategic objectives. For example, BlueScope Steel Ltd have disclosed a 

reduction in carbon emissions as one of their short-term incentive plans in the years 2019 to 

2022.6  

 

6  The short-term incentive on the climate-related target in 2022 remuneration report is 
showcased in Appendix 3.  
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Note: the percentage is based on the number of disclosers in the corresponding industry. 
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Figure 5A: Disclosure rate in the remuneration reports among disclosers  of 
climate-related information by company size 
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4. Climate-related disclosures in Annual Reports: Alignment of 
disclosures with TCFD  

As the IFRS S2 requirements of climate-related disclosures are built upon TCFD 

recommendations (IFRS S2 2023), we identify references to voluntary adoption and 

alignment with the TCFD reporting framework in Annual Reports. In terms of reporting 

quality, we focus on entities’ alignment with the TCFD recommended reporting structure, 

which was available at the time of reporting and refers to the following four pillars: 

governance, strategy, risk management, and metrics and targets. We also consider it as an 

alignment with the TCFD recommendations if the entity provides an index mapping the TCFD 

recommended items to sections in the Annual Report. 

Table 3 reports a steady increase in adopting and aligning with the TCFD recommendations 

among climate-related information disclosers. Despite our focus on the TCFD, it is 

noteworthy that entities might apply the TCFD framework together with other reporting 

frameworks. The number of disclosers referencing the TCFD recommendations continually 

increases from 61 of 1,914 (3.2%) in 2018 to 181 of 1,930 (9.4%) in 2021 and further to 211 

of 2,004 (10.5%) in 2022. The number of entities reporting following the four pillars of the 

TCFD reporting structure increases from 17 of 1,914 (0.9%) in 2018 to 62 of 1,930 (3.2%) in 

2021, and further to 69 of 2,004 (3.4%) in 2022. 

Table 3: Disclosure of adoption and alignment with TCFD 

 2018 2019 2020 2021 2022 

 No. % No. % No. % No. % No. % 

Entities with climate-related 
disclosures 

364 19.0% 416 21.9% 527 28.7% 696 36.1% 857 42.8% 

Entities referencing the TCFD 
recommendations  

61 3.2% 85 4.5% 133 7.2% 181 9.4% 211 10.5% 

Entities with the explicit four 
sections of the TCFD reporting 
structure 

17 0.9% 29 1.5% 38 2.1% 62 3.2% 69 3.4% 

Note: the percentage is based on the population of entities in the Annual Report in the 

corresponding year, as disclosed in Figure 1. 

 

For example, QBE Insurance group7 discusses their approach to climate change in alignment 

with the TCFD structure in their 2022 Annual Report. We also observe that some entities, 

such as Australia and New Zealand Banking Group Ltd (2022)8, summarise their progress on 

each section of TCFD in the Annual Report. However, they also have a stand-alone climate 

change statement.  

While some adopters may not explicitly demonstrate their alignment in their Annual Reports, 

an increasing number of entities have adopted the TCFD reporting framework since 2018 

and voluntarily reported using its structure before the publication of the ISSB’s initiatives on 

sustainability and climate-related financial disclosures. Our results support the TCFD’s 

contention (2022) that, at least as evidenced by Australian entities, both the availability and 

quality of TCFD-aligned disclosures have been improving. 

  

 
7  See Appendix 1.  
8  See Appendix 2.  
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5. Climate-related impact on Financial Report audits 

With greater awareness of climate-related risks by management, auditors should also 

consider the climate-related risks of a client as they can lead to higher inherent risk and risk 

of material misstatement. This report considers the climate-related impacts on Financial 

Report audits from a reporting perspective. It focuses on the auditors’ reports, mainly the Key 

Audit Matters (KAMs) in the auditor’s report.  

As listed in Table 4, climate-related content in KAMs increased from none in 2018, 1 in 2019, 

5 in 2020, 9 in 2021, to 14 in 2022. The climate-related KAMs are often sticky and commonly 

repeated in the subsequent years. The KAMs also detail that climate impacts the auditor’s 

risk assessment and/or factors affecting the auditor’s procedure to address their identified 

risk.  

Table 4: KAMs with climate-related content  

Panel A: The number of entities with KAMs mentioning climate-related content  

 2018 2019 2020 2021 2022 

The number of entities with KAM(s) 
mentioning climate-related content 

0 1 5 9 14 

 
Panel B: Details KAMs with climate-related content 

Entity   GICS 
sector 

Years KAM topic  Risk or 
Procedure 

AGL Energy Ltd Utilities 20229 (1) Potential financial reporting 
impact of climate change 

(2) Carrying value of property, 
plant and equipment and 
intangible assets 

(1) Risk & 
Procedure 

 
(2) Procedure 

Australia and New 
Zealand Banking 
Group Ltd 

Financials 2020 
2021 

Allowance for expected credit 
losses  

Procedure 

Alumina Ltd Materials 2021 Impairment indicator 
assessment for Alumina 
Limited’s equity accounted 
investment in AWAC 

Risk 

Aurizon Holdings Ltd Industrials 2021 
2022 

Assessment of useful lives of 
assets 

Procedure 
Risk 

BHP Group Ltd Materials 2020 
2021 

Assessment of the carrying 
value of long-lived assets 

Risk 

  2022 
 

(1) Assessment of the carrying 
value of property, plant and 
equipment 

(2) Closure and rehabilitation 
provisions 

(1) Risk & 
Procedure 

(2) Risk 

BlueScope Steel Ltd Materials 2022 Carrying value of property, 
plant & equipment (PPE) and 
intangible assets (including 
goodwill) 

Procedure 

Commonwealth Bank 
of Australia 

Financials 2022 
 

Loan impairment provisions Risk 

Cooper Energy Ltd Energy 2022 Restoration obligations Procedure 

Genesis Energy Ltd Utilities 2021 
2022 

Valuation of generation assets Risk 

Incitec Pivot Ltd Materials 2022 Carrying value of goodwill and 
non-current assets 

Risk & 
Procedure 

 
9 See Appendix 4. 
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Mount Gibson Iron 
Ltd 

Materials 2021 
2022 

Provision for rehabilitation Procedure 

National Australia 
Bank Ltd 

Financials 2019 
2020 
2021 

202210 

Provision for credit impairment Procedure 

Origin Energy Ltd Utilities 
 

2022 Carrying Value of APLNG 
Equity Accounted Investment 
 

Procedure 

Rio Tinto Ltd Materials 2020 
 

(1)  Evaluation of indicators of 
impairment or impairment 
reversal of intangible 
assets and property, plant 
and equipment in specific 
cash generating units 

(2) Evaluation of provisions for 
close-down, restoration 
and environmental 
obligations 

(1) Risk & 
Procedure 

 
 
 
 

(2) Risk 

  2021 Evaluation of impairment 
assessments of property, plant 
and equipment in specific cash 
generating units (‘CGU’) 

Procedure 

Stockland Real Estate 
 

2022 Valuation of Investment 
Properties – Commercial 
Property 
Carrying value of inventory 
and costs of property 
developments sold 

Procedure 

Santos Ltd Energy 2021 
2022 

Carrying values of exploration 
and evaluation, oil and gas 
assets and goodwill 

Procedure 

  2022 Accounting for Restoration 
Obligations 

Procedure 

Tulla Resources plc Materials 
 

2022 
 

Rehabilitation provision Procedure 

Woodside Petroleum 
Ltd 

Energy 2020 
2021 

Carrying value of oil and gas 
properties  

Procedure 

 
With insights into industries, we notice that all of these KAMs that are included in the 

auditor’s reports are for entities in climate-sensitive industries. For instance, KAMs with 

climate-related content are likely related to credit losses or impairment for banks, and asset 

evaluation for entities in Utilities, Industries, Energy and Materials. For entities in Financials 

and Energy, we observe more instances where auditors consider climate-related impacts in 

their procedures to address KAMs, whereas auditors are more likely to consider climate as a 

factor when identifying the risk of material misstatement for their clients in the Materials 

industry.  

Besides KAMs, we note one instance where auditors raise climate change for audit planning 

in the auditor’s report. KPMG UK and KPMG Australia, in their joint audit, have highlighted 

the impacts of climate change on the business, Financial Report and the planning for the 

audit in their auditor’s report issued to Rio Tinto since 2020.11  

 
10  See Appendix 5. 
11  See Appendix 6. 
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6. Reference in the Annual Report to voluntary assurance 
engagements on climate-related information  

Disclosures in the Annual Report can include a summary of separate stand-alone reporting 

engagements undertaken against the various available reporting criteria. The credibility of 

such information is enhanced by being subject to audit if this information is included in the 

Financial Report, or subject to ASA 720 requirements if it is contained in other information in 

the Annual Report outside the Financial Report. The credibility of disclosures in the Annual 

Report can further be enhanced by referencing any additional external assurance of climate-

related information contained in these stand-alone reports, along with the reporting of this 

information. Thus, this section considers entities’ disclosure in the Annual Reports of 

independent assurance associated with these stand-alone reporting engagements.12  As 

shown in Table 5, around 5% of disclosers reference additional third-party assurance in their 

Annual Report. Due in part to the voluntary nature of these additional assurance 

engagements, entities have various practices towards revealing their purchase of third-party 

assurance. With the focus on what information related to these separate assurance 

engagements is disclosed in the Annual Report, we report in Table 5 the entities stating their 

purchase of external assurance of climate-related information, as well as the number that 

include the related assurance reports in the Annual Report. 

Table 5: Voluntary assurance engagements on climate-related information  

 2018 2019 2020 2021 2022 

 No. % No. % No. % No. % No. % 

Reference to the existence of such assurance 
engagements 

18 4.9% 23 5.5% 27 5.1% 36 5.2% 40 4.7% 

Of those referencing, assurance report is disclosed in 
the Annual Report 

9 2.5% 8 1.9% 12 2.3% 16 2.3% 21 2.5% 

     Limited assurance reports 9  8  11  13  18  

     Both reasonable and limited assurance report 0  0  1  3  3  

Note: the percentage is based on the number of disclosers in the corresponding year 

 
Table 5 shows an increasing number of entities referring in their Annual Report to the 

existence of third-party assurance on climate-related disclosures (the proportion across 

years is stable due to the increase in the number of entities with climate-related disclosures). 

Across 2018-2022, we find an increase in the independent assurance reports contained in 

the Annual Reports in addition to the auditor’s report, but again, not an increasing proportion. 

With our examination of these assurance reports, we identify some attributes of the 

assurance practices, including assurers, assurance level, assurance standards and 

disclosure of reporting framework. First, all of the assurance reports are issued by Big 4 

auditors in 2022. Of the assurance firms, 76.2% are also the incumbent Financial Report 

auditor of the entity.  

Second, limited assurance is the dominant assurance level. We notice assurance 

engagements with both limited and reasonable levels have emerged in recent years, with in 

both 2021 and 2022, three assurance reports contained both limited and reasonable 

 
12

 We acknowledge that some companies which had their stand-alone climate-related information assured might 

include no reference to this in their Annual Report. 
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assurance; limited assurance on sustainability information or scope 3 greenhouse gas 

emissions and reasonable assurance specifically on scope 1 and 2 greenhouse gas 

emissions. As the Australian Treasury (2023) points out the assurance roadmap, with, for 

example the expectation that by 2026, reasonable assurance will be provided for scope 1 

and 2 emissions and limited assurance for scope 3 emissions, scenario analysis and 

transition plans, very few entities are currently reporting in their annual reports assurance at 

this level. 

Third, regarding assurance standards, all assurers applied ISAE/ASAE 3000 Assurance 

Engagements Other than Audits or Reviews of Historical Financial Information and/or 

ISAE/ASAE 3410 Assurance Engagements on Greenhouse Gas Statements.  

Lastly, we continue to observe a great variety of reporting frameworks against which 

assurance is provided. Unlike Financial Report auditors where the reporting framework is 

required to be accounting standards and appropriate legislation, one engagement can 

provide assurance against one or multiple reporting frameworks, showcased by BHP Group 

Ltd (2022) in Appendix 7. In our sample, the applied reporting frameworks include GRI, 

Greenhouse Gas Protocol, TCFD, climate-related ISO standards13, the International 

Integrated Reporting Framework, the Sustainability Accounting Standards Board standards, 

as well as national legislation, such as the National Greenhouse and Energy Reporting Act 

2007 in Australia. Mining entities can also be subject to the industry-specific guidelines of the 

International Council of Mining and Metals (ICMM). We also notice that, in nine assurance 

reports in 2022, the assurers also reference “management’s selected reporting criteria” as 

one of the reporting frameworks against which assurance is provided. As distinct from well-

recognised reporting criteria, it is harder for the report users to judge performance unless 

these selected criteria are clearly outlined.  

  

 

13  It specifically refers to ISO 14064-1:2018 Greenhouse gases for climate-related information. 
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7. Appendices: Good practice examples   

List of Appendices:  

1. TCFD structure: QBE Insurance Group Ltd (ASX: QBE) (2022) 

2. TCFD progress: ANZ bank (ASX: ANZ) (2022) 

3. Remuneration Report (STI Scoreboard): BlueScope Steel Ltd (ASX: BSL) (2022) 

4. Extract from auditor’s report issued to AGL Energy Ltd (ASX: AGL) (2022): KAM topic 

5. Extract from auditor’s report issued to National Australia Bank Ltd (ASX: NAB) (2022): KAM 

procedure  

6. Extract from auditor’s report issued to Rio Tinto (ASX: RIO) (2022) 

7. Assurance report issued to BHP Group Ltd (ASX: BHP) (2022)  
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Appendix 1: TCFD structure: QBE Insurance Group Ltd (ASX: QBE) (2022) 
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Appendix 2: TCFD progress: ANZ bank (2022) (ASX: ANZ)  
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Appendix 3: Remuneration Report: BlueScope Steel Ltd (ASX: BSL) 2022 
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Appendix 4: Extract from auditor’s report issued to AGL Energy Ltd (ASX: 
AGL) (2022): KAM on potential financial reporting impact of climate change  
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Appendix 5: Extract from auditor’s report issued to National Australia Bank Ltd 
(ASX: NAB) (2022): KAM procedures 
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Appendix 6: Extract from auditor’s report issued to Rio Tinto (ASX: RIO) (2022) 
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Appendix 7:  Assurance Report issued to BHP Group Ltd (2022) 
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