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Dear Treasury

Consultation Submission: Climate-related financial disclosure: Second consultation

Thank you for the opportunity to participate in your second consultation regarding climaterelated financial
disclosure.

SW Accountants & Advisors (SW) is a fast-growing national accounting and advisory firm with an 85-year history in
Australia. Our senices and expertise span Business Private Client Advisory, Assurance and Advisory, Tax and
Corporate Finance.

In 2018 SW recognised an increasing need to support our clients with their broader needs as they pertain to ESG.

The firm participated in a joint venture with ReThink Sustainability to create a fulksenice sustainability offering. We
have been closely involved in the scoping and advisory aspects related to a range of areas such as the United
Nations Sustainable Development Goals (SDG), Modern Slavery reviews, Energy reviews and implementation, and
ESG reporting and tools.

We have identified six key SDGs that align with our commitment to our people, our clients and our communities —
Goal 2, Goal 3, Goal 4, Goal 5, Goal 8 and Goal 13.

You have requested views owver cowerage, content, framework and enforcement of the requirements in your
consultation document. Our submission will address the following key points:

1. Reporting entities and phasing

2. Reporting content

3. Reporting framework and assurance

4. Liability and Enforcement

Yours sincerely

] I

Partner/Director Partner/Director

Head of Assurance & Advisory Head of Accounting Technical

B e Melboume Perth Sydney E- E
SW Accountants & Advisors Pty Ltd ABN 78 625 921 3%0. Liakility limited by a scheme approved under sw-au.com

Professional Standards Legislation. SW Accountants & Advisors Pty Ltd is an independent member of
ShineWing International Limited.


mailto:climatereportingconsultation@treasury.gov.au

1. Reporting entities and phasing

Proposa

SW response

That all entities that meet
prescribed size thresholds and
that are required to lodge
financial reports under Chapter
2M of the Corporations Act 2001
would be required to make
climate-related financial
disclosures.

The proposed three-phased approach outlined in the consultation paper will
require many entities at the smaller end of the spectrum to make climate-
related disclosures who may not have a significant climate impact or to
whom significant climate related risks may not apply.

We support the application of the concept of materiality to disclosures to
ensure that those entities who do not have a significant or material exposure
would not need to incur excessive costs when the standards become
mandatory.

For clarity we would support entities disclosing what their ‘materiality’ is for
quantitative and qualitative disclosures and omitting all disclosures below
that level.

A three-phased approach is
proposed, starting with a
relatively limited group of very
large entities that expands over
two years to apply to
progressively smaller entities.

We support the phased approach outlined in the consultation document,
which is broadly consistent with the approach recommended or adopted in
other jurisdictions.

A phased approach will also allow time for smaller entities to set up the
required systems and processes, engage the necessary consultants, and
train employees to ensure a successful and less onerous roll out when it
becomes mandatory.




2. Reporting content

Proposal SW response

We strongly supportapplying the conceptof materiality.

Principles offinancial materialitywould — However, we note that in Australia the materialityconcept should be

apply. consistentwith the application of materialityin ISSB and IASB standards to
ensure Australia continues to be consistentwith international reporting
standards.

In terms of what is required to be disclosed, we are supportive of following the

From commencement, companies standards setbythe International Sustainability Standards Board with minimal
would be required to disclose amendments to ensure that Australian businesses are notfacing an unfair
information aboutgovernance disclosure burden, butinstead are staying comparable and consistentwith
processes, controls and procedures their international competitors.*

used to monitorand manage climate-

related financial risks and *Please note, this ‘SW response’also applies to the other content related
opportunities. proposalsin the consultation document. For this reason we have notincluded

referencesto those proposals.




3. Reporting framework and
assurance

Proposal SW response

We agree with Treasury's statementthata separate reportcould:

. Resultin duplication ofsome disclosures;

. Give investors a disjointed narrative, inhibiting their abilityto make
accurate and fair assessments; and

. Resultin non-standardised and inconsistentreporting.

To maintain alignmentwith existing
corporate reporting practices, climate
disclosureswould be required to be

publishedin an entity's annual report. For these reasons, we supportclimate-related disclosures to be made in the

annual reportas part of the annual reporting process.

We supportfor Australian sustainabilityauditing standards to align with

Itis proposed thatfurther consultation international sustainabilityassurance standards.

on areas thatextend beyond climate
disclosure assurance is conducted by
the AUASB, after the release ofdraft
international sustainabilityassurance
standards.

While these international standards are being developed, we would like the
Australian standard setters to be closelyinvolved and consulted during the
process.

As with all other complexassurance matters, the auditormustmake a
judgementbased on materiality, risk, complexity, level of estimation etc,
whetherthe auditor needs to use an expertin the auditof complexbalances.
We would expect this conceptto also applyinthe sustainabilityassurance

Scope 3 emissions: Due to . S )
P standards and the auditof Scope 3 emissions would be assessed accordingly.

complexity it is proposed thatscope 3
calculation methodologies would be
assured ataminimum.

This provides an interim step that
balances data limitations with the need
to ensure the reliable provision of
information to the market.

The ability to provide assurance over scope 3 emissions disclosures depends
upon the reliabilityand availability of data underlying the disclosure. In many
cases the underlying data will be produced in overseas jurisdictions, often in
developing nations, where the skills, systems and expertise to produce
reliable data may not exist.

There is therefore a risk that misleading disclosures are made ifthe
underlying datato determine the calculationis unreliable. We suggestthat
Australian standards align with international requirements in this regard.

Transition plans and scenario

analysis: In the absence ofagreed

frameworks to assure transition plans,  International sustainabilityassurance standards are currentlybeing developed
assurance requirements will be more by the IAASB. While these standards are being developed, assurance

flexible. practitioners will applygeneral assurance concepts to sustainabilityrelated
This would involve an assurance engagements.

provider assessing an entity’'s process

of determiningits transition plan and Non-authoritative guidance is alreadyavailable on-line from accounting
checking it off againstestahlished-best  professional bodies as various climate and sustainabilityrelated assurance
practice. The scope ofassurance services are already being performed bymany firms; and IAASB guidance on
requirements would increase as the application of ASA3000 already exists.

entities progress on the pathway from
qualitative to quantitative transition
plans.

International sustainability auditing

We strongly agree, in particularas manyassurance engagements will require
and assurance standards: To gyag P y 929 g

S . . assurance workto be carried out in various jurisdictions.
minimise compliance costs for entities Adopi dards which di f . ional dards red h
that operate internationally,assurance opting s_tgn ards which diverge r.o”."“.tefna“°“. standardsre uc_:est €
should be aligned with IAASB comparabilityof disclosures across jurisdictions which would be detrimental to

standards as far as possible. the interests ofinvestors and other users ofthe annual report




3. Reporting framework and
assurance

Proposal SW response

We fully supportthe proposal for financial auditors,i.e., ASIC registered
companyauditors (RCA’'s)who meetthe independence requirements of
professional bodies to lead climate disclosure assurance engagements.

Assurance providers to be With regards to the commentsin the proposal relating to The Register of
independent, and for financial auditors ~ Greenhouse and EnergyAuditors that was established underthe NGER

to lead climate disclosure assurance Scheme legislation and is maintained bythe CER, we note that getting
engagements, supported bytechnical accreditation and becoming a registered greenhouse and energyauditoris

climate and sustainabilityexperts, onerous, and whilstwe understand thatsuch accreditation would require
when required. To maintain alignment  highly technical skills and knowledge, we are concerned that not enough

with existing corporate reporting assurance providers would be able to obtain accreditation resulting in a
practices, climate disclosures would shortage ofaccredited auditors in the market.

be required to be publishedinan

entity's annual report. The Greenhouse and EnergyAuditor regime was established under legislation

over 10 years ago for a specific purpose, notfor financial reporting purposes.

Our recommendation would therefore be to disregard this register for the
purposes ofthe sustainabilitydisclosures thatare currently being proposed.

We supportthe proposed assurance roadmap and timeline for climate
disclosures. We believe this provides sufficienttime for assurance firmsto
upskilland prepare as required.

Proposed assurance roadmap and
timeline for climate disclosures




. Liability and Enforcement

Proposal SW response

Climate-related financial disclosure
requirements would be drafted as civil penalty
provisions inthe Corporations Act.

The application of misleading and deceptive
conductprovisions to scope 3 emissions and
forward-looking statements would be limited to
regulator-onlyactions for a fixed period of three
years.

We have noted that ASIC appears to be taking various actions
againstcompanies for ‘green washing’ disclosures.

We are supportive of greater clarity and guidance being available
to companies regarding whatwould constitute ‘green washing’,
what may constitute misleading and deceptive conductand what
the legal ramifications, penalties and other consequences would
be.




e About SW

SW is an Australian owned advisory and accounting firm with an 80+ year history
that understands relationships make all the difference in delivering great outcomes.
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Values

We have 300+ people across fourlocations, and are ranked 22nd largestfirm by revenue in
300+ the 2022 AFR Top 100 Accounting Firms. Of all national practices in Australia, we rank 10th.

people nationally As a member firm of SW International, one of the world’s leading member organisations of
independentlyowned and managed accounting and advisoryfirms, we also have access to
85 professionals across the globe to supportour clients in their global aspirations.
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Sw-au.com

SW acknowledges and pays respectto the past, presentand future Traditional Custodians and Elders of this nation and the
continuation of cultural, spiritual and educational practices of Aboriginal and Torres StraitIslander peoples.
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