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financial controllers across 30 countries globally, in addition to 815 institutional investors.

https://www.esgtoday.com/over-half-of-cfos-fear-greenwashing-risk-as-sustainability-data-problems-persist-ey-survey/
https://www.esgtoday.com/over-half-of-cfos-fear-greenwashing-risk-as-sustainability-data-problems-persist-ey-survey/


A dynamic regulatory environment

Formal rules

Legal obligations (& standards)

Regulatory guidance

Regulatory enforcement

+ associated ‘private’ regulatory initiatives & activities

Voluntary best practice standards

Investor engagement

Strategic litigation



Legal obligations, regulatory guidance & enforcement

Corporations Act 2001 (Cth)

• Financial Report - true and fair representation - signed off by 
directors and auditors

• Directors Report (& Operating & Financial Review) – material 
business risks relevant to financial position & prospects

• Penalties for misleading & deceptive disclosure / conduct

Climate-related risks should be reported where financially 
material:

• AASB/AUASB Practice Statement 2 (Dec, 2018)

• ASIC Regulatory Guide 247 (2019 update)

Regulatory Scrutiny & Enforcement – greenwashing (ASIC & 
ACCC) 



‘Private’ regulatory activity – disclosure & net zero alignment

Voluntary Standards 

• TCFD – scenario analysis to inform risk 
assessment, metrics and targets

Investor Engagement

• Climate Action 100+ - TCFD (& net zero 
transition)

• Shareholder resolutions – TCFD (& net zero 
transition)

Strategic Litigation

• Abrahams v Commonwealth Bank of Australia 
(2017 - settled) – climate risks should be 
disclosed where financially material

• ACCR v Santos (ongoing) – misleading & 
deceptive – net zero targets lack reasonable 
basis



Looking forward…

Mandatory climate risk disclosure – amendments to Corporations Act 2001 (Sept, 2024)

• Large companies (& high emitters) – from 1 Jan, 2025

• AASB S2 Climate-related Disclosures

2018-2022 – climate risk disclosure – quasi-voluntary

- Baseline for understanding impact of mandatory standards (alongside other private 
regulatory developments)

- Phased introduction of mandatory standards – many companies will continue to operate in 
this quasi-voluntary space



Practice Statement 2: AASB-AUASB joint bulletin on climate-related and other 
emerging risks disclosures

Climate-related risks and other emerging risks are predominantly 

discussed outside the financial statements

Qualitative external factors and investor expectations may make such risks 

‘material’ and warrant disclosures when preparing financial statements

Materiality definition and APS/PS 2 -

entities can no longer treat climate-related risks as merely a matter of 

corporate social responsibility



Examples of climate change related disclosures in the notes forming part of the financial statements



Examples of climate change related disclosures in the notes forming part of the financial statements



Examples of sustainability related disclosures in the notes forming part of the financial statements



Examples of climate change related disclosures in the independent audit reports



Measure of CLIMATE_CHANGE and SUSTAINABILITY related information: Disclosure level is a 
proxy for effort (good), and impact (bad)

CLIMATE_CHANGE Measure of intensity of climate change disclosures in the financial statements and notes forming part of financial statements based on keywords related 

to climate change. The absolute frequency of phrases was discussed in a context similar to the initial key phrase: climate change. We compute a total 

disclosure score for each firm based on the number of times these keywords related to climate change and associated risks are mentioned in the 

financial statements and notes forming part of financial statements with relative importance to the context of disclosure location. We use a language 

model to identify noun chunks from the texts related to climate change using 24 unique or related words/terms. We also develop a simple measure of 

climate change using the mention of the term “climate change” in the financial statements and notes forming part of financial statements, and 

independent audit reports. Following is the list of unique words/terms (excluding similar) used in the study for constructing the measure: bioenergy, 

carbon dioxide (CO2), carbon footprint, carbon neutrality, carbon offsetting, climate change, climate resilience, decarbonization, deforestation, 

droughts, emissions, energy efficiency, environmental policy, extreme weather events, floods, fossil fuels, global warming, greenhouse gases (GHG), 

heatwaves, net zero emissions, renewable energy, risk, solar power, wildfires, wind energy.

SUSTAINABILITY Measure of intensity of sustainability disclosures in the financial statements and notes forming part of financial statements based on keywords related 

to sustainability. Absolute frequency of phrases discussed in a similar context as the initial key phrases: environment and sustainability. We compute a 

total disclosure score for each firm based on the number of times these keywords related to the concept of environment and sustainability and 

associated risks are mentioned in the financial statements and notes forming part of financial statements with relative importance to the context of 

disclosure location. We use language model to identify noun chunks from the texts related to environment and sustainability using 58 unique or related 

words/terms. Following is the list of unique words/terms (excluding similar) used in the study for constructing the measure: biodiversity, carbon offset, 

carbon pricing, circular economy, clean energy, clean water community development, composting, conservation, corporate governance, corporate social 

responsibility (CSR), cultural preservation, deforestation, diversity and inclusion, eco-efficiency, ecosystem, ecosystem services, environmental policy, 

equity, ESG (environmental, social, and governance), ethical consumption, fair trade, green certification, green economy, green finance, green jobs, 

green technology, habitat preservation, human rights, labour rights, organic farming, pollution, poverty reduction, public health, recycling, regenerative 

design, renewable energy, resilience, resource efficiency, social enterprise, social equity, social impact, social justice, soil health, stakeholder 

engagement, sustainability reporting, sustainable agriculture, sustainable development goals (SDGs), sustainable investment, sustainable livelihoods, 

sustainable, procurement, triple bottom line, waste reduction, water conservation, well-being, adaptation, sustainability.



Example of commonly disclosed keywords by ASX listed firms (S&P300) in the notes 
forming part of the financial statements
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Scattered yearly distribution of climate change related keywords by individual firms



Scattered yearly distribution of sustainability related keywords by individual firms



Disclosure of keyword “CLIMATE CHANGE” in the financial statement and notes forming 
part of the financial statements
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Hypotheses

H1: Climate change and sustainability related financial disclosures (CSRFD) are positively 

associated with accumulated depreciation and amortization.

H2: Climate change and sustainability related financial disclosures (CSRFD) are positively 

associated with audit fees.

H3: Climate change and sustainability related financial disclosures (CSRFD)increase 

the value relevance of financial information.

H4: Climate change and sustainability related financial disclosures (CSRFD) are 

positively associated with valuation.



Institutional setting, sample and main findings

• Sample of S&P/ASX300 - Australian listed companies

• Sample period 2018 to 2022

• Textual analysis of financial statements and notes to financial statements
• Keywords related to climate change and sustainability 

• Intensity of disclosures suggests more effort by companies and greater recognition of impact

Main findings

• Climate change and sustainability scores are positively associated with accumulated depreciation and 

amortization 

• Disclosures of climate change and sustainability are positively associated with audit fees

• Disclosures of climate change is positively associated with share price and increases value relevance of EPS

• Disclosures of climate change and sustainability are positively associated with Tobin’s Q



Descriptive statistics



Disclosure of term “climate change” in annual reports, financial statements and notes forming part of financial statements, 
and independent audit reports by financial year



Determinants of climate change and sustainability related financial disclosures
Dependent variable

Variables CLIMATE_CHANGE SUSTAINABILITY 

CONSTANT 0.265*** 0.275***

(3.50) (3.61)

HIGH_CLIMATE_RISK -0.426*** -0.108

(-3.74) (-0.95)

CORPGOV_SCORE 0.007 -0.084

(0.11) (-1.36)

SOCIAL_SCORE -0.109 0.095

(-1.07) (0.93)

ENVRN_SCORE 0.123 -0.013

(1.22) (-0.13)

ECON_SCORE 0.004 0.042

(0.06) (0.64)

INVENTORY -0.089 -0.602*

(-0.27) (-1.80)

RECEIVABLE 0.468* 0.513*

(1.76) (1.92)

ROA 0.081 0.074

(1.03) (0.93)

SIZE 0.090*** 0.050***

(8.08) (4.47)

LEVERAGE -0.087 0.053

(-0.97) (0.58)

BIG4 0.062 0.017

(1.59) (0.45)

MARKET_TO_BOOK 0.019*** 0.006

(4.70) (1.43)

FOREX_OP 0.017 -0.002

(0.40) (-0.04)

LIQUIDITY -0.006 0.004

(-1.59) (1.02)

EXT_ITEMS -0.069 -0.085

(-0.69) (-0.84)

BUSY -0.116*** 0.067

(-2.59) (1.48)

OP_INCOME -0.154** -0.107

(-2.09) (-1.45)

LOSS -0.051 -0.064

(-0.91) (-1.14)

Industry fixed effect Yes Yes

Year fixed effect Yes Yes

N 796 796

R2 0.319 0.304



Results of regression estimates for accumulated depreciation and amortisation and 
climate change, sustainability and risk related financial disclosures for the test of H1

Dependent variable = ACCU_DEP&AMOR

Variables (1) (2) (3)

CONSTANT 0.059** 0.071*** 0.059**

(2.33) (2.81) (2.34)

CLIMATE_CHANGE 0.005*** 0.004***

(4.46) (3.47)

SUSTAINABILITY 0.002*** 0.001

(3.00) (1.12)

(1.46) (1.21) (1.40)

Control variables Yes Yes Yes

Industry fixed effect Yes Yes Yes

Year fixed effect Yes Yes Yes

N 796 796 796

R2
0.495 0.487 0.496



Results of regression estimates for audit fees and climate change, sustainability and 
risk related financial disclosures for the test of H2

Dependent variable = LOGAUDITFEE

Variables (1) (2) (3)

CONSTANT 5.277*** 5.306*** 5.279***

(68.52) (70.81) (69.83)

CLIMATE_CHANGE 0.014*** 0.007**

(4.89) (2.22)

SUSTAINABILITY 0.014*** 0.011***

(6.56) (4.85)

Control variables Yes Yes Yes

Industry fixed effect Yes Yes Yes

Year fixed effect Yes Yes Yes

N 663 663 663

R2
0.624 0.635 0.638



Results of regression estimates for value-relevance of climate change, sustainability 
and risk related financial disclosures for the test of H3

Dependent variable = SHARE_PRICE

Variables (1) (2) (3)

CONSTANT 4.943*** 5.275*** 4.881***

(5.28) (5.70) (5.20)

CLIMATE_CHANGE 0.153** 0.189**

(2.19) (2.32)

SUSTAINABILITY 0.018 -0.048

(0.37) (-0.86)

EPS 10.404*** 10.390*** 10.486***

(11.67) (11.57) (11.69)

BVPS 1.058*** 1.092*** 1.056***

(11.47) (11.98) (11.44)

Industry fixed effect Yes Yes Yes

Year fixed effect Yes Yes Yes

N 886 886 886

R2 0.492 0.489 0.492



Results of regression estimates for incremental value-relevance of climate change, 
sustainability and risk related financial disclosures for the test of H3

Dependent variable = SHARE_PRICE

Variables (1) (2) (3)
CONSTANT 2.309 2.261 3.621

(0.75) (0.72) (1.19)

CLIMATE_CHANGE -0.212*** -0.236***

(-2.81) (-2.69)

SUSTAINABILITY -0.147*** -0.040

(-2.81) (-0.68)

EPS 9.850*** 11.357*** 9.557***

(11.82) (12.42) (10.35)

BVPS 0.715*** 0.518*** 0.487***

(7.52) (5.06) (4.70)

EPS*CLIMATE_CHANGE 0.555*** 0.634***

(5.15) (5.68)

BVPS*CLIMATE_CHANGE -0.005 -0.017

(-0.52) (-1.62)

EPS*SUSTAINABILITY 0.077 -0.017

(1.26) (-0.28)

BVPS*SUSTAINABILITY 0.027*** 0.028***

(4.70) (4.85)

Industry fixed effect Yes Yes Yes

Year fixed effect Yes Yes Yes

N 886 886 886

R2 0.680 0.660 0.694



Results of regression estimates for TOBINS’Q and climate change, sustainability and 
risk related financial disclosures for the test of H4

Dependent variable = TOBINS’Q

Variables (1) (2) (3)

CONSTANT 2.32***7 2.720*** 2.326***

(3.38) (3.96) (3.38)

CLIMATE_CHANGE 0.114*** 0.116***

(4.11) (3.75)

SUSTAINABILITY 0.034* -0.005

(1.68) (-0.20)

Control variables Yes Yes Yes

Industry fixed effect Yes Yes Yes

Year fixed effect Yes Yes Yes

N 886 886 886

R2
0.680 0.660 0.694



Additional tests and disclosure analyses

• Disclosure of “climate change” in the financial statement and notes forming part 

of the financial statements

• Total keywords scaled by the size of annual report: number of words in the annual 

report

• Analysis based on disclosure of “risk”

• Disclosures in the independent audit reports

• Climate related risks versus opportunities 

• Firm fixed effect



Key findings, implications and recommendations

• Key findings:

• Quantity and quality of CSRFD increased over the years but remain highly varied and inadequate

• Heterogenous and qualitative nature of climate and sustainability-related disclosures 

• Results mostly disappear with firm fixed effect

• Requiring SEC item 7A equivalent disclosures based on scenarios – connecting financial and climate 

change/sustainability information

• Recommendations for standard-setters and regulators:

• Need for mandatory standards on climate change and sustainability: S1 and S2

• Industry and sector-specific illustrations could improve consistency, comparability, and quality of disclosures

• Establish a central independent agency that provides credible and relevant climate and sustainability-related 

scenarios and outcomes that could be adopted by reporting entities

• Requiring SEC item 7A equivalent disclosures based on scenarios – connecting financial and climate 

change/sustainability information



SEC Item 7A (BHP Billiton Ltd) based on risks



BHP 2024 annual report and Operational and Financial Review (OFR 6.9)



BHP 2024 annual report and Operational and Financial Review OFR 6.9



Illustration: Equivalent of Item 7A (Wine producer – operating in UNSW): 

Connecting financial and climate change information based on materiality
Approximate impact on the 
following items based on 
scenarios

Scenario 1 – increase in 
temperature by 0.5 degree

(Short-term)

Scenario 2 – increase in 
temperature by 1 degree

(Short-term)

Scenario 1 – increase in 
temperature by 0.5 degree

(Medium-term)

Scenario 2 – increase in 
temperature by 1 degree

(Medium-term)

Income statement 

Revenue Nil Nil 1% lower 2% lower

EBITDA Nil 2% lower 1% lower 5% lower

Balance sheet 

Current assets Nil Nil 2% lower 5% lower

Non current assets 1% lower 2% lower 5% lower 10% lower



Illustration: Equivalent of Item 7A (Wine producer – operating in UNSW): 

Connecting financial and climate change information based on materiality
Approximate impact on the following 
items based on scenarios

Scenario 1 – increase 
in bush fires by 5%

(Short-term)

Scenario 2 – increase in 
bush fires by 10%

(Short-term)

Scenario 1 – increase in 
bush fires by 5%
(Medium-term)

Scenario 2 – increase in 
bush fires by 10%

(Medium-term)

Income statement 

Revenue 1% lower 5% lower 2% lower 5% lower

EBITDA 5% lower 10% lower 5% lower 15% lower

Balance sheet 

Current assets 2% lower 5% lower 2% lower 5% lower

Non current assets 5% lower 10% lower 5% lower 15% lower



Question

Comment

QuestionComment

IASB

Questions and commentsQuestions and comments
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