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To the Green Bonds and Transition Planning Unit,

Submission on the Climate-related transition planning guidance

Climateworks Centre welcomes the opportunity to respond to the consultation paper on Treasury’s
guidance on best practices for climate-related transition planning.

Climateworks bridges the gap between research and climate action, operating as an independent
not-for-profit within Monash University. Climateworks develops specialist knowledge to accelerate
emissions reduction, in line with the global 1.5°C temperature goal, across Australia, Southeast Asia
and the Pacific.

Climateworks has engaged with Treasury over the past 18 months regarding our Guide to Credibility
for Corporate Climate Transition Plans, contributing to discussions on best practice. We are pleased
the guide was cited in Treasury’s Climate-related Transition Planning Guidance, reflecting alignment
on the importance of credible corporate climate action. We welcome the opportunity to contribute
further through this submission.

Climateworks has been an active participant in conversations through our engagement with the
Transition Planning Working Group, convened by Climateworks and the Energy Efficiency Council
(EEC). The group brings together representatives across industries with a common purpose to
support credible transition plans. We welcome the opportunity, through this forum, to engage with
Treasury to assist with the next stages of development of the guidance.

Thank you for taking the time to consider our submission. Yours sincerely,

Charlotte Mills Marine Dehayes

Senior Analyst - Sustainable Corporates Program Impact Manager - Sustainable
Climateworks Centre Corporates
Charlotte.Mills@climateworkscentre.org Climateworks Centre

Marine.Dehayes@climateworkscentre.org

Climateworks Centre bridges the gap between research and climate action, operating as an
independent not-for-profit within Monash University. 1
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Submission summary

Climateworks welcomes Treasury’s draft Climate-related Transition Planning Guidance
(hereafter referred to as the Guidance). It represents a critical building block to support the market to
mobilise capital towards a net zero economy, as outlined in the Sustainable Finance Strategy. Our
recommendations are designed to help Treasury deliver on the three pillars of the Sustainable
Finance Roadmap: strengthening transparency, building system capabilities and reinforcing
government leadership while ensuring Australian companies remain internationally competitive.

Climateworks supports the Guidance’s endorsement and alignment with the International
Financial Reporting Standards Transition Plan Taskforce (IFRS TPT) Disclosure Framework
(TPT 2023). This framework underpins international best practices and will assist companies in
making complete and comparable disclosures to support decision-making.

Through this voluntary best-practice guidance, Treasury has an opportunity to encourage
best-practice corporate transition planning, whilst allowing flexibility for companies to decide
on the most appropriate level of ambition and implementation. Clearly communicating
international best practices in voluntary guidance is not being prescriptive. It will provide critical
information for companies to know where the market is and is heading and allow them to make their
own strategic decisions. Companies can make informed decisions on how to retain leadership in their
markets and remain competitive to attract global financial capital. It will also support Treasury's
existing tools — mandatory climate-related disclosure requirements and the Sustainable Finance
Taxonomy — to achieve their policy objectives: building more resilient companies and mobilising the
allocation of capital towards activities that enable Australia’s net zero transition.

The Guidance will also be expected to offer practical advice, helping companies understand
not just what to do, but how to do it. For preparers that are in the early stages of their transition
planning journey, clear, practical insights into transition planning processes are especially important.
By providing actionable steps that lead to best practices, the Guidance can help companies set a
viable way forward that will respond to evolving market expectations.

Climateworks recommends that the Guidance:

1. Clarify the design principles' intended role, refine the language used to describe them, and
add another principle to define the targeted audience and outcome.

2. Provide additional information in The transition planning process section to better advise
companies on legal considerations, practical implementation insights and specific guidance
on the planning process, including scenario analysis.

3. Communicate in Section 1.1: Mitigation and adaptation strategic ambition that the current
observed international best practice is aligning the transition plan with limiting global warming
to 1.5°C and that Australian companies may need to consider international policies when
setting their strategic ambition.

4. State that the integration of all material sustainability issues into transition planning — in
particular, nature-related risks and opportunities — is international best practice and provide
additional guidance for companies that wish to follow that approach.

5. Provide further guidance on selecting and using science-based, sectoral and localised
emissions reductions pathways to inform companies’ transition plans both for setting their
strategic ambition and identifying implementation actions.

6. Highlight how the Sustainable Finance Taxonomy can support company transition plans,
including disclosure of taxonomy-aligned metrics.

7. Expand best-practice guidance in Section 4.1 Setting and expressing targets to provide
greater clarity on international expectations and standards for target setting, particularly
regarding absolute metrics and targets and scope 1, 2 and 3 emissions coverage.

8. Expand best-practice guidance in Section 4.2 Use of carbon credits and renewable energy
certificates to help companies mitigate greenwashing risks, in particular regarding the credible
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use of carbon credits to counterbalance residual emissions and for beyond value chain
mitigation (voluntary contributions to mitigation efforts outside a company’s value chain).

9. Include further disclosure guidance on all forms of company lobbying activities that are
relevant for climate transition plans in Section 3.3 Engaging with government, public sector
and civil society.

10. Detail throughout the Guidance why transparent and complete disclosures are important for
all companies, not just for reporting entities captured by sustainability reporting requirements
under the Corporations Act 2001 (Cth).

In 2025, Climateworks published The Climateworks Centre guide to credibility for corporate climate
transition plans, drawing on and consolidating 34 global best practice resources, with input from many
of Australia’s leading industry groups and climate transition experts. We use this research, combined
with extensive engagement in the Australian market, to inform these recommendations.

Taken together, these recommendations strengthen the delivery of Treasury’s Sustainable Finance
Roadmap, specifically Pillar 1, which aims to improve transparency on climate and sustainability. They
would ensure the Guidance is technically robust and strategically aligned with Treasury's agenda.

Best-practice transition planning will strongly benefit companies and enable investors and lenders to
allocate capital with confidence, aligning with the Roadmap’s objective of mobilising private finance.
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Recommendations

Recommendation 1: Clarify the design principles' intended role, refine the language used to
describe them, and add another principle to define the targeted audience and outcome.

Climateworks broadly supports the design principles outlined in the Guidance. However, the current
presentation may lead to confusion. The Guidance states that these principles underpin its design, yet
the content also suggests that they could apply to transition planning processes.

To avoid any misunderstandings or misuse, Climateworks recommends that Treasury clarify the
principles’ intended role and refine the language used to describe them. We also recommend that
Treasury add a design principle that states that transition plan preparers are the target audience of
this Guidance, and that the Guidance is aimed at assisting transition plan preparers to respond to
users’ expectations.

Specific feedback on each principle and suggested additional principles are below.
a) Internationally aligned

Climateworks strongly supports the decision to align the Guidance with the latest International
Financial Reporting Standards Foundation’s Transition Planning Taskforce (IFRS TPT)
Disclosure Framework.

Climateworks also supports this design principle as currently framed. However, in line with
this principle, some gaps exist in the current draft Guidance:

e International alignment requires clear best-practice guidance and information about
international best practice.

e International alignment applies to transition planning processes, not just corporate
transitions plan disclosures.

e Companies will require guidance as international standards and best practices
evolve.

Detailed recommendations are provided in the other nine recommendations.
b) Supports domestic decarbonisation and adaptation

Climateworks recommends substituting the word ‘decarbonisation’ for ‘climate mitigation’ to
reflect the most commonly utilised terminology in the market and align with the headings used
within the Guidance itself (e.g in section 1.1).

We recommend clarifying the use of the word ‘domestic’ within the principle title. We agree it
is appropriate that the Guidance focuses on ensuring Australian organisations can leverage —
and help implement — domestic policies for mitigation and adaptation. However, this design
principle could be misunderstood by companies as telling them to prioritise domestic
emissions reduction over imported and exported emissions.

Climate and nature-related issues are global issues. As mentioned in the Climate Change
Authority’s 2035 Targets Advice (CCA, 2025), ‘For decades, countries have measured and
managed emissions within territorial boundaries, with less regard for the carbon embedded in
their exports and imports. This approach marks a limitation of internationally agreed methods
of carbon accounting. It fails to address the complexity of international supply chains for
economic activities that cause emissions, and the need for countries to cooperate to achieve
global cuts in emissions of the scale required, and with outcomes that are mutually
beneficial.[...]The old logic of climate policy — accounting only for your own domestic
emissions — is no longer fit for purpose.’

Climateworks recommends that the wording of this principle be amended to ‘Supports climate
mitigation and adaptation within an Australian context’, or similar, to avoid confusion from the
reader.

c) Balances ambition and flexibility

Climateworks supports the intent of this principle, not its current wording. ‘Ambition’ is
commonly used for target setting, and readers could misunderstand this principle.
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When companies undertake their transition planning or make decisions on their sustainability
disclosures, they must balance ambition with feasibility, finance and reputation risks. But this
best-practice guidance has its ambition set by its own definition: to provide information about
best practices. As voluntary guidance, the content should be accessible and relevant for all
companies. The Guidance can balance best-practice content with appropriate and practical
advice for companies that are not yet ready to apply best practices. Some sections of the
Guidance do not clearly communicate international best practices, which does not give
companies the flexibility to determine the most appropriate approach.

Climateworks suggests the following wording as an example: ‘Guides on best practices while
supporting flexibility’.

d) Climate first but not only.

Climateworks agrees with the Guidance’s primary focus on climate as a practical boundary of
the scope for this initial transition plan guidance. However, Climateworks encourages
Treasury to reconsider the framing of this design principle to avoid confusion.

This phrasing may be misinterpreted as suggesting companies address climate first and in
isolation. This is not aligned with current best practice, which is to integrate climate, nature
and social considerations concurrently. Reframing the principle to better reflect the
interconnected nature of these issues would provide clearer direction and advice to
companies already taking an integrated approach.

Climateworks recommends that Treasury change this principle to ‘Climate-focused, but not
only’ to reflect that the guidance is focused on climate rather than prescribing that companies
should focus on ‘climate first’.

e) Preparers as the audience, with user expectations in mind

Defining the audience and the intended outcomes for this audience is an important step in
designing guidance. Climateworks recommends that Treasury include an additional design
principle that clarifies that transition plan preparers are the target audience of this Guidance
and that it is aimed at assisting preparers to respond to users’ expectations. The Guidance
will also enable companies and investors to address financial risks and make the most of
economic opportunities.

This additional principle will directly link the Guidance with the first pillar of the Sustainable
Finance Roadmap: ‘Improve transparency on climate and sustainability’.

Recommendation 2: Provide additional information in The transition planning process section
to better advise companies on legal considerations, practical implementation insights and
specific guidance on the planning process, including scenario analysis.

a) Provide more advice to companies on the transition planning process

Climateworks recommends that Treasury clarify the role and focus of the Guidance. The Guidance is
currently named Climate-related Transition Planning Guidance, which suggests the focus of the
advice will be on transition planning processes and practical implementation insights for companies.
However, the majority of the Guidance is focused on transition plan disclosures.

Climateworks recommends that Treasury provide more detailed and practical implementable
guidance on transition planning processes. The quality of a company'’s transition plan disclosure
reflects how thoroughly it has engaged in the transition planning process. Companies that most need
this guidance will be those who are early in their transition planning journey and therefore, will benefit
from more guidance on how to lead a transition planning process. Table 1 outlines examples of
additional content that would be valuable for Australian businesses. While not exhaustive, these
examples highlight areas where additional guidance from Treasury would help companies strengthen
their transition planning processes and set themselves up for credible transition plan disclosures.
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Table 1: Examples of additional content that could be valuable for Australian businesses

Content on transition planning that could be
included in the Guidance

Suggestion for
reference -
Resource name

Publisher

Overview and value of transition planning

Climate transition
planning

XRB (2024a)

Questions to get started, getting from scenario
analysis to transition planning

Guidance for staff -
Transition planning

XRB (2025)

Relationship between transition planning and
transition plan disclosures

Staff Guidance -
Climate-related
disclosures:
Transition planning
disclosures

XRB (2024b)

Top 10 director questions to guide transition
planning, integrating climate transition into core
business strategy, directors' duties and board
leadership.

Governing for net
zero: The board’s
role in organisational
transition planning

Australian Institute
of Company
Directors (2025)

Understanding the evolving external
environment, getting started, positioning choices
and activation choices

Credible Transition to
Net Zero: Practical
Insights for getting
started

Climate Leaders
Coalition (2023)

Change management to support net zero
planning

Net zero transition
planning as a change
management
process

Grantham Institute
Research Institute
on Climate
Change and the
Environment
(2023)

Navigating the net
zero transition:
Actions for business
transformation

World Business
Council for
Sustainable
Development
(2024)

Using an Internal Carbon Price (ICP)

Internal carbon
pricing for decision
makers

Climate Leaders
Coalition (2024)

Understanding how the physical impacts of
climate change in Australia may impact
companies

Australia’s National
Climate Risk
Assessment

Australian
Government
(2025)

b) Provide more detailed guidance on how to incorporate scenario analysis outputs into

the transition planning process.

Scenario analysis, as highlighted in the Guidance, is a vital tool to help entities understand their
climate-related transition risks and opportunities. According to the TPT disclosure framework,
disclosing scenario analysis is not necessary within the transition plan disclosures (TPT 2023).
Rather, it is ‘an important input into the development of [the] transition plan’ and helps define the

strategic direction of the transition plan, articulate assumptions and assess resilience of the transition

plan (TPT 2024b). Climateworks recommends moving the scenario analysis section into the
‘Transition planning process’ section to align with TPT resources and to clarify the use of scenario

analysis for companies.
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As mentioned in recommendation 2a, companies would benefit from more practical guidance on
transition planning processes, including scenario analysis. The content in the current draft Guidance
provides a good outline of what scenario analysis is. However, additional detail on how companies
can use the outputs from the scenario analysis to inform their strategy would be helpful. Specifically,
Climateworks recommends that Treasury provide more guidance on how companies can integrate
scenario analysis outputs into their transition planning processes. Examples of this content are
included in the ‘Guidance for staff - Transition planning’ resources from XRB (2025) in Table 1.

Recommendation 3: Communicate in Section 1.1: Mitigation and adaptation strategic ambition
that the current observed international best practice is aligning the transition plan with limiting
global warming to 1.5°C and that Australian companies may need to consider international
policies when setting their strategic ambition.

Climateworks supports the recommendation in the draft Guidance that preparers consider national
NDCs as well as state and territory, and local government policies and targets when developing their
transition plan. Climateworks agrees with the importance of providing enough flexibility to companies
and acknowledges that companies operate in different contexts and are at various stages of their
transition journey. However, the guidance must be clear to be effective.

With this voluntary guidance, Treasury has an opportunity to encourage credible corporate action on
climate without being prescriptive. Climateworks recommends that the Guidance clearly state that the
current observed best practice internationally is alignment with limiting global warming to 1.5°C, in line
with the Paris Agreement. This will still allow flexibility for companies to decide on the most
appropriate level of ambition and speed of implementation for their company, given the risks and
opportunities for their sector. Clearly communicating international best practices in voluntary guidance
provides critical information for companies to know where the market is at. This enables companies to
make their own strategic decisions to remain competitive and attract capital.

Meeting international best practice allows companies to remain competitive if they are in overseas
markets, exposed to global supply chains or dependent on global investments. For example, the
European Union Corporate Due Diligence Directive regulation requires relevant companies ‘to adopt a
climate mitigation transition plan [...] which aims to ensure through best efforts that their business
strategies are compatible with the transition to a sustainable economy and with limiting global
warming to 1.5°C in line with the Paris Agreement’ (EU 2025). This means that more companies are
likely to adopt 1.5°C-aligned climate-related transition plans, making alignment with limiting global
warming to 1.5°C still the indisputable global best practice.

Additionally, international research indicates that credible corporate mitigation excludes developing or
financing new oil and fossil gas fields, or new coal mines or mine extensions. As outlined in Criteria 4
of the Climateworks Centre guide to Credibility in corporate climate transition plans (2025), these
projects are incompatible with keeping global temperature rise to 1.5°C and are not required for global
energy demand (International Energy Agency 2021; IISD 2022). Therefore, Climateworks
recommends that the Guidance include international best practices on phasing out of fossil fuels
being a consideration for companies when setting their strategic ambition.

Recommendation 4: State that the integration of all material sustainability issues into
transition planning — in particular, nature-related risks and opportunities — is international
best practice and provide additional guidance for companies that wish to follow that approach.

Climateworks acknowledges the Guidance’s focus on climate mitigation and adaptation, while
providing additional direction on broader sustainability objectives, such as nature and just transition.
We agree with the principle of flexibility and understand that companies will operate in different
contexts and be at various stages of their transition planning journey. Climateworks also appreciates
that broader sustainability reporting frameworks and standards are still evolving and that best
practices are less established than for climate-related transition planning.

To appropriately advise Australian companies and prepare them to align with global best practices
and meet growing investor expectations, Climateworks recommends that the Guidance explicitly state
that it is best practice to consider all material sustainability issues in transition planning, particularly
nature-related risks and opportunities.
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There are growing international expectations that nature-related disclosures will soon be required,
likely in line with the Taskforce on Nature-related Financial Disclosures (TNFD 2024). Leading
financial institutions and corporations are already recognising that nature and climate are intrinsically
linked, and are expanding their assessment of financial risks and opportunities to include wider
environmental and social impacts. Nature-related risks and actions are already under the spotlight in
corporate sustainability disclosure. In a study of more than 700 senior investment professionals
across 18 countries, 72 per cent of investors said they prioritise climate and transition risks, while 67
per cent prioritise biodiversity and nature-related risks (IMF Investor 2025).

It would be helpful to business to ensure alignment and interoperability between emerging
nature-related policy signals across the Australian government. For example, Australia’s Strategy for
Nature 2024-2030, from the Department of Climate Change, Environment, Energy and Water
(DCCEEW 2025b), outlines expectations that nature be mainstreamed across financing, policies,
regulations and planning processes, with a specific outcome that businesses embed nature in their
decision-making. As nature and climate are increasingly recognised as interconnected, it is essential
that the Guidance is coherent with other expectations across the whole of government and enables
businesses to respond to these in a coordinated and efficient way.

There are many benefits in directly integrating nature into climate transition planning, which are
addressed in the international literature (GFANZ 2024). This approach allows the risks and
opportunities to be managed in a whole-of-business coordinated manner rather than being siloed. An
integrated approach enables organisations to consider synergies and trade-offs between climate and
nature and to effectively prioritise activities that maximise co-benefits. Direct integration is also more
efficient when establishing internal reporting systems and planning processes.

Climateworks recommends that the Guidance provide practical advice for companies that wish to
directly tackle climate and nature-related risks and opportunities together, or companies that are now
ready to start integrating nature into their transition planning. That would include explaining the
benefits of this integration and referring to additional resources such as The TNFD Discussion Paper
on Nature Transition plans (TNFD 2024), Nature in Net-Zero Transition Plans (GFANZ 2024), The
Future for Nature in Transition Planning (ITPN 2024) and Nature in Transition Plans (WWF).

For many companies in Australia, ‘Nature has entered the boardroom — and it's not leaving’
(Pollination, 2023). For some companies, nature-related risks and opportunities may be more material
than climate-related ones, and nature will not be a secondary focus. Those companies will be seeking
Treasury’s recommendations in guidance that is ‘intended to help organisations with best practice
transition planning’.

Recommendation 5: Provide further guidance on selecting and using science-based, sectoral
and localised emissions reductions pathways to inform companies’ transition plans both for
setting their strategic ambition and identifying implementation actions.

Climateworks recommends that the Guidance clearly outlines that international best practice is to
ground company transition plans in science-based pathways that are relevant to the company — that
is, as specific as possible to the sectors and the regions in which the company operates (ISO 2022,
SBTi 2025, OECD 2022).

Many companies are seeking clarity on which pathways are appropriate and how to apply them. The
six sectoral emissions reduction plans and Net Zero Plan, will provide a welcome source of
information for companies looking for national emissions reduction pathways (DCCEEW 2025a).
However, they will not be a ‘one-stop shop’ that responds to all companies’ needs. Climateworks
recommends that the Guidance outlines the role that other emissions reduction pathways can play in
company transition planning, to identify risks and opportunities, set strategic ambition or establish
emissions-reduction actions specific to their region and sector. We also suggest it would be helpful to
include information on available credible pathways for Australian companies — for example, the
scenarios outlined in the Sectoral Pathway Review (CCA 2024), NGSF Scenario Portal (NGSF 2024)
and Roadmap for the Global Energy Sector (IEA 2021).

Climateworks also recommends Treasury provide additional practical guidance on how companies
can use emissions reduction pathways to inform their transition plan.

As discussed in the Guidance, climate transition plans rely on reasonable assumptions and
projections to generate realistic expectations and enhance the likelihood of the company
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implementing the plan. Companies can strengthen these assumptions by using region-specific inputs,
such as regional emissions reduction pathways and sustainable finance taxonomies. Considering
regional dependencies and forecasts enables companies to set up appropriate strategic ambition and
effectively identify and deploy the most suitable emissions reduction activities and technologies for
their geographies. Climateworks recommends providing more guidance in Section 1.4 Assumptions
and external factors on the importance of using regional-specific information, including localised
emissions reduction pathways, to enhance the application of principle B ‘Supports domestic
decarbonisation and adaptation’. A useful resource that could be referenced into the Guidance is A
framework for assessing and managing dependencies in corporate transition plans published by the
Oxford Sustainable Finance Program, Smith School of Enterprise and the Environment (Rose et al.
2024).

Recommendation 6: Highlight how the Sustainable Finance Taxonomy can support company
transition plans, including disclosure of taxonomy-aligned metrics.

Climateworks strongly supports Section 2.4 Considering taxonomy use and alignment highlighting the
Sustainable Finance Taxonomy as a valuable tool for companies developing transition plans.
However, the Guidance could more clearly articulate the opportunity the taxonomy presents for
Australian companies and their shareholders.

In particular, the Guidance could provide more details about:

e How the taxonomy can assist companies in identifying time-bound mitigation opportunities
within their sector and directing internal and external investments, and

e How the taxonomy can facilitate company transition plan disclosures and taxonomy-aligned
metrics, particularly with respect to forward-looking indicators such as planned capex and
Opex.

Wider uptake of the taxonomy will provide investors and decision makers with decision-ready
information across the market. The taxonomy improves clarity for investors about how activities are
defined and strongly assists with comparability across companies. It is also a tool for investor
engagement and an opportunity for companies to stand out and attract capital. Climateworks
recommends that the Guidance more clearly promote these benefits to encourage voluntary adoption
of the Sustainable Finance Taxonomy by companies — ultimately helping direct capital towards
genuine sustainability efforts, in line with Pillar 1 of the Sustainable Finance Roadmap.

In particular, Climateworks Centre recommends that the Guidance include that disclosure of
taxonomy-aligned metrics — such as percentage of planned revenues derived from taxonomy-aligned
products and services and the percentage of planned capital and operational expenditure allocated
towards taxonomy-aligned activities — is best practice as per Criteria 4 of Climateworks Centre guide
to Credibility in corporate climate transition plans (2025).

Recommendation 7: Expand best-practice guidance in Section 4.1 Setting and expressing
targets to provide greater clarity on international expectations and standards for target setting,
particularly regarding absolute metrics and targets and scope 1, 2 and 3 emissions coverage.

a) Specify that best-practice emission reduction targets are absolute emissions targets,
while supporting the use of intensity-based and other sector-specific targets as a
useful addition.

Intensity-based targets are useful as they take into account the level of economic output that a
company is providing relative to their emissions profile. This enables some level of flexibility for
companies, particularly those that are undergoing rapid expansion or contraction. Intensity-based
targets can also allow users of transition plans to compare the impact of a company’s equipment and
processes within a particular sector.

Additionally, each sector will have different metrics that are most useful for internal tracking and
external reporting. Companies that use sector-specific targets will be best placed to track their
progress and to provide useful information to investors (ISO 2022, SBTi 2025, OECD 2022).

However, intensity-based targets and other sector-specific targets, if not used to complement absolute
emissions targets, can obscure the real emissions output of a company. And absolute emissions
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reduction is what counts for the world to limit global warming in line with the Paris Agreement. This is
reflected in international best practices, which often call for the disclosure of absolute targets and,
additionally where relevant, intensity-based targets (IIGCC, 2023). Climateworks recommends the
Guidance specify that best-practice emission reduction targets are absolute emissions targets, while
supporting the use of intensity-based and other sector-specific targets as a useful addition.

Climateworks also recommends that further information regarding absolute targets, intensity-based
targets and other sector-specific targets be included in the Guidance to ensure transition plan
preparers are aware of the benefits and limitations of each type of target.

b) Specify that best-practice emission reduction targets for companies cover all material
scope 1, 2 and 3 emissions.

Climateworks supports the advice provided in the Metrics and Targets section, which is based on TPT.
However, we recommend that best practices are more clearly communicated, to better advise
companies.

The Guidance includes that ‘Where possible, organisations should aim to set clear targets across all
emissions scopes and business operations to prevent the risk of carbon leakage’. Climateworks
recommends reinforcing this statement by specifying that best-practice standards recommend targets
to cover all material scope 1, 2 and 3 emissions of a business (CBI 2023, CDP 2025, Climateworks
Centre 2025, IGCC 2022, IIGCC 2023, ISO 2022, SBTi 2025). As mentioned previously, clearly
communicating details about best practice is not being prescriptive, it is effectively providing
companies with adequate information and empowering them to make their own strategic decisions.

Scope 3 emissions are particularly important as they typically represent the largest portion of a
company’s total emissions profile (CDP 2024). Investors and multinational firms are increasingly
accounting for Scope 3 emissions when setting science-based targets (SBTI, 2023; WRI, 2022).

Accounting for and setting a scope 3 target is inherently challenging, with many companies likely to
face gaps in data availability and accuracy. However, given the materiality of scope 3 emissions and
the opportunity for companies to engage with their value chain to find common benefits, these
challenges should not prevent companies from getting started.

For more information and sources on best practice target setting, please refer to Criteria 1 of
Climateworks Centre guide to Credibility in corporate climate transition plans (2025).

Recommendation 8: Expand best-practice guidance in Section 4.2 Use of carbon credits and
renewable energy certificates to help companies mitigate greenwashing risks, in particular
regarding the credible use of carbon credits to counterbalance residual emissions and for
beyond value chain mitigation (voluntary contributions to mitigation efforts outside a
company’s value chain).

Climateworks supports Treasury’s assertion in section 4.2 Use of carbon credits and renewable
energy certificates that companies prioritise direct emissions reductions in their value chain before
using carbon credits. However, we recommend that best practices be more clearly communicated to
better support companies.

a) Include a definition of residual emissions and specify that, according to international
best practice, carbon credits only count towards emissions reduction targets to
counterbalance residual emissions.

Climateworks recommends that the Guidance include a definition of residual emissions. Many
preparers of transition plans are unfamiliar with the terminology of carbon credit use and will therefore
benefit from this clarification. Guiding what can be termed ‘residual emissions’ is important to provide
companies with information about what is a credible use of carbon credits.

Climateworks suggests defining residual emissions as ‘the emissions that cannot be completely
eliminated, despite implementing all available mitigation measures contemplated in emissions
reduction pathways that limit warming to 1.5°C with no or limited overshoot. In the context of
science-based targets, residual emissions refer to the company’s scope 1, 2 and 3 emissions that
remain once its long-term emissions reduction target has been achieved’ (SBTi 2024).
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Climateworks also recommends that the Guidance clearly communicates that international
best-practice is for carbon credits not to count towards emissions reduction targets. There are several
reasons for that, such as:

e Inappropriate use of carbon credits can delay emissions reduction activities within the value
chain by displacing capital.

e Carbon credits are also limited in supply and would be a riskier long-term emissions reduction
strategy as they face integrity, efficiency and practicality challenges.

e Inappropriate use of carbon credits by companies can also lead to greenwashing risks.

Which is why international expectations are that carbon credits only count within emissions reduction
targets to counterbalance residual emissions (GFANZ 2022, ISO, 2022, SBTi 2025, Climateworks
Centre 2025).

b) Include advice on ‘Beyond Value Chain Mitigation’ (BVCM) considerations within the
Guidance to encourage companies to voluntarily direct capital to low-emissions and
emissions sequestration projects outside their value chain.

While carbon credits do not count towards emissions reduction targets (and only towards the Net Zero
target at the Net Zero year) as explained above, they are still an essential part of the climate
mitigation toolkit. Climateworks recommends the Guidance to encourage companies to consider
carbon credits for BVCM, separately from their emissions reduction targets, as an additional climate
action.

Significant investments will be needed to achieve net zero and high-quality credits and climate
finance, used appropriately, are an indispensable tool to support whole-of-economy emissions
reduction efforts over time. They provide a vehicle for directing capital to low-emissions and
sequestration projects essential to achieving net zero, which is a key pillar of the Sustainable Finance
Roadmap (Treasury 2024). Climateworks suggests including this within the Guidance, to assist
companies to play a greater role in mobilising capital as per the objectives of the Sustainable Finance
Strategy.

For more information and sources on best practice use of carbon credits, please refer to Criteria 3 of
Climateworks Centre guide to credibility in corporate climate transition plans (2025).

Recommendation 9: Include further disclosure guidance on all forms of company lobbying
activities that are relevant for climate transition plans in Section 3.3 Engaging with
government, public sector and civil society.

Being clear about companies’ engagement is an important part of transition plan disclosures.
Climateworks welcomes the current Section 3.3 Engaging with government, public sector and civil
society that advises on disclosures on this issue. As stated within Section 3.3 of the Guidance, “This
is particularly relevant where there are key policy or regulatory changes on which the transition plan
depends to succeed.” However, it is equally important to set out the company’s advocacy and
engagement plans about policies supporting the global net zero transition and to be clear that the
company does not back initiatives that could undermine or delay progress. Climateworks
recommends including further guidance on the disclosure of all forms of company lobbying activities
that are relevant for credible transition plans.

An important part of a transition plan and related disclosures is the ability for a company to show that
its advocacy and lobby work is in line with its stated targets and climate objectives. Misalignment
between net zero targets and broader organisational activities, including policy advocacy, represents
greenwashing risks to companies. A study by InfluenceMap (2023) found that 58 per cent of
companies were at risk of greenwashing due to their lobbying efforts, demonstrating the prevalence of
this risk in the market.

Recommendation 10: Detail throughout the Guidance why transparent and complete
disclosures are important for all companies, not just for reporting entities captured by
sustainability reporting requirements under the Corporations Act 2001 (Cth) (Corporations
Act).
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Climateworks supports that the Guidance refers to companies’ obligations under the Corporations Act
throughout the document. In some sections, such as section 7.4. Key assumptions and external
factors, the Guidance highlights the requirements for companies captured by sustainability reporting
requirements under the Corporations Act to disclose their key assumptions and dependencies. We
see strong advantages to the Guidance explaining that disclosure best-practices can provide benefits
to all companies, to improve transparency and respond to expectations from investors and other
transition plans’ users.

Climateworks recommends that Treasury details, throughout the Guidance, the reasons why the
disclosure of each component of a transition plan is important for all companies — not only for
reporting entities captured by sustainability reporting requirements under the Corporations Act.

As an additional note, a future version would be improved by stating the links between the sections
within the Guidance and the relevant sections of the AASB S2 reporting standards. Many companies
are focused on implementing the new climate-related reporting requirements — setting out where
transition plans and mandatory disclosures overlap could highlight areas where companies have
already developed materials relevant to their transition plan and could reduce the reporting burden.
Climateworks recommends Treasury to use IFRS S2 Climate-related Disclosures - TPT Disclosure
Framework: Technical Mapping (TPT 2023) and Appendix 1 in Climateworks Centre’s guide to
credibility in corporate climate transition plans (2025) to support this work.
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Responses to specific Consultation questions

1. Do you support transition plan preparers being the target audience for using the
guidance?

Yes. Climateworks agrees that transition plan preparers should be the primary audience for this
guidance and suggests that this is clearly stated as the Guidance’s purpose and intended use. To
improve clarity, we recommend that the Guidance explicitly define the roles of both ‘preparers’
and ‘users’ in the introduction.

As mentioned elsewhere in this submission, as the Guidance is intended for preparers of
transition plans, Climateworks recommends Treasury to focus more specifically on the
preparation of transition plans and include more practical guidance on the transition planning
process.

Additionally, Climateworks recommends the addition of another design principle that clarifies that
transition plan preparers are the target audience of this Guidance, and that the Guidance aims to
equip the preparers to respond to users’ expectations. Please refer to recommendation 1.

2. Do you have feedback on the proposed design principles that underpin the draft
guidance?

Please refer to recommendation 1.
3. Are there other principles or considerations the guidance should prioritise and why?
Please refer to recommendation 1.

4. If you are an end user of transition plan disclosures, are there additional
considerations you would like to see included?

Climateworks recommends that the Guidance include a brief section on what users are looking for
in a transition plan. This will help those preparing the plan to make it more effective.

Users of transition plans will be looking for transparent and complete information about the
company’s climate strategy. Importantly, they will be expecting the plan to be credible. In
Climateworks Centre’s guide to credibility in corporate climate transition plans (2025), a credible
transition plan is defined as:

e Sufficiently ambitious and feasible for emissions reductions to occur in line with the Paris
Agreement.

e Internally consistent and integrated into the company’s broader strategy to provide confidence
that the strategy will be effectively implemented.

e Comprehensive, well-maintained and verifiable for users to make informed decisions.

Climateworks also recommends that the Guidance include a few optional resources for transition
plans’ end users, who may wish to better understand how to interpret or assess a transition plan.

A non-exhaustive list includes:

e Assessing the credibility of a company’s transition plan: framework and guidance.
World Benchmarking Alliance (ATP-Col 2024)

o Net Zero Investment Framework 2.0 (IIGCC 2024)

e GFANZ Net Zero Transition Planning Publications (GFANZ n.d)

5. Do you intend to use the International Financial Reporting Standards Foundation’s
Transition Plan Taskforce (IFRS TPT) disclosure framework to either develop your
organisation’s transition planning or for investment and lending decisions? What other
alternative frameworks do you intend to use?

Climateworks is not a preparer of transition plans but strongly supports the use of the IFRS TPT
disclosure frameworks for Australian companies to develop their transition plans. This aligns with
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international best practices and supports disclosure comparability. Alignment of transition plan
disclosures with IFRS TPT is also what Climateworks supports in our Executive leadership
education programs, such as Net Zero Academy (NZA 2025).

6. Are there areas where you think the guidance should be more prescriptive and/or are
there areas where you think it should be more flexible and why?

Climateworks recommends that Treasury take this opportunity to more clearly communicate
international best practices through the Guidance, to help companies prepare for growing
international expectations on climate transition planning and transition plan disclosures. A
voluntary guidance that clearly informs companies about international best practices, while
providing practical advice, is not prescriptive and still provides flexibility to companies.

Please refer to our detailed recommendations.

7. Do you see a need for further sector-specific guidance? If so, what additional advice
would you consider beneficial and where do you see a role for government?

Please see recommendations 5 and 7 for advice on sector-specific information.
9 c) Are you aware of other relevant material that should be included in Appendix A and
why?

All recommendations on additional resources to support transition plan preparers are provided in
the recommendations above. Climateworks suggests that the Guidance include Climate Integrity’s
report on ‘Real Zero Leadership’ in Appendix A (Climate Integrity 2025). This report highlights
good practice transition plan disclosures, which provide useful examples for other transition plan
preparers.
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