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AASB S2 Climate-related Disclosures requires
an entity to:

e disclose information that enables primary
users to understand the resilience of its
strategy and business model to climate-
related changes, developments and
uncertainties, taking into consideration its
identified climate-related risks and
opportunities; and

e use climate-related scenario analysis
(hereafter ‘scenario analysis’) to assess its
climate resilience using an approach that
is commensurate with its circumstances.

Why AASB S2 requires disclosures
about climate resilience

Climate-related risks and opportunities that
affect an entity are often complex and their
likelihood, magnitude and timing are
uncertain. Primary users need useful
information that enables them to understand
an entity’s climate resilience when making
their decisions.

Climate resilience is an entity’s capacity—
strategically and operationally—to manage
climate-related risks and benefit from climate-
related opportunities, including its ability to
respond and adapt to the transition and
physical risks related to climate change.

Further Information

What information entities disclose
about climate resilience

An entity discloses its assessment of its
climate resilience to enable primary users to
understand:

e implications for its strategy and business
model, including how it would need to
adjust or adapt to the effects identified
through its assessment;

e significant areas of uncertainty
considered; and

e its capacity to adjust or adapt its strategy
and business model over the short,
medium and long term.

An entity also discloses how and when the
scenario analysis that was used to inform its
assessment was carried out, including
information about the inputs used, key
assumptions made in the analysis and the
reporting period in which it was carried out.

Scenario analysis! is a process

for identifying and assessing a potential range
of outcomes of future events under conditions
of uncertainty. It allows an entity to explore
and develop an understanding of how climate-
related risks and opportunities might affect its
strategy and business model over time and its
capacity to adjust or adapt.

Watch the AASB’s video Climate Resilience and Climate-related Scenario Analysis in AASB S2

Watch the IFRS Foundation’s webcast

1 Key terms are defined here for educational purposes only and are adapted from the formal definitions set out in

Australian Sustainability Reporting Standards.
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https://standards.aasb.gov.au/aasb-s2-sep-2024
https://youtu.be/TBUexS2fiRA?si=sesDegFTNJ6eWNNn
https://www.ifrs.org/supporting-implementation/supporting-materials-for-ifrs-sustainability-disclosure-standards/ifrs-s2/webcast-climate-resilience-scenario-analysis/?utm_medium=email&_hsenc=p2ANqtz-85aK2c_dWxevRGZCaUBeNd_KLeeRjO8VYt4SlO2h4b5rd9DrJuqePA58KOdraoTY06MISdMeZ6LGVx7PYD6C_Vseho2A&_hsmi=130649045&utm_content=130649045&utm_source=hs_email

How entities assess their climate resilience

AASB S2 includes application guidance on using scenario analysis to assess climate resilience. This
guidance is grounded in proportionality mechanisms that enable an entity to select an approach to
scenario analysis that is commensurate with its circumstances and to consider all reasonable and
supportable information available to it without undue cost or effort.

Figure 1—Using scenario analysis to assess climate resilience

In determining an approach to scenario analysis that is
commensurate with its circumstances, an entity first
assesses its exposure to climate-related risks and
opportunities as well as the skills, capabilities and
resources (both internal and external) available to it.

Assessing the entity’s
circumstances

Informed by this assessment, the entity next selects
inputs (including scenarios and variables) and prioritises
analytical choices (qualitative or quantitative) that allow it
to consider all reasonable and supportable information
available to the entity without undue cost or effort.

See Figure 2

Determining the
appropriate approach

The entity then interprets the results of the

scenario analysis to assess its climate resilience—that is,
to assess the implications of the scenario analysis for the
entity’s strategy and business model and its capacity

to adjust or adapt.

Using the results of the
3 scenario analysis to assess
climate resilience

? . . . The entity discloses information about its assessment
> Disclosures about climate resilience of climate resilience in accordance with AASB S2.

Figure 2—Using an approach to scenario analysis commensurate with an entity’s circumstances
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Additional considerations when using scenario analysis to assess climate resilience:

An entity’s approach to scenario analysis and its circumstances are likely to change over time.

An entity assesses its climate resilience annually, however it is not required to update its scenario analysis on
an annual basis. It—at a minimum—updates its scenario analysis in line with its strategic planning cycle and
reassesses its circumstances each time.

AASB S2 does not specify the particular inputs (including scenarios and variables) an entity is required to use in
its scenario analysis. However, entities required to prepare a sustainability report under Chapter 2M of the
Corporations Act 2001 should ensure that they comply with requirements relating to scenario analysis set out
in this legislation (e.g. section 296D). For further information, see ASIC Regulatory Guide 280 Sustainability

Reporting.
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https://aasb.gov.au/media/wzmledys/proportionalitymechanismsinaasbs2_09-25.pdf
https://www.asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-280-sustainability-reporting/
https://www.asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-280-sustainability-reporting/
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Disclaimer: This document is not part AASB S2 Climate-related Disclosures and does not add to or change
the requirements in the Standard. It was developed to aid stakeholders’ understanding of the Standard.
This document has been developed in accordance with the current requirements set out in AASB S2.

The material in this publication does not constitute legal, accounting or other professional advice.
While all reasonable care has been taken in its preparation, the AASB does not make any express or
implied representations or warranties as to the completeness, reliability or accuracy of any material
in this publication. This publication should not be used or relied upon as a substitute for professional
advice or as a basis for formulating business decisions. To the extent permitted by law, the AASB
excludes all liability for any loss or damage arising out of the use of the material in the publication.
Any links to third-party websites are provided for convenience only and do not represent
endorsement, sponsorship or approval of those third parties or any products and services offered.

The International Accounting Standards Board, the International Sustainability Standards Board, the
IFRS Foundation, the authors and the publishers do not accept responsibility for any loss caused by
acting or refraining from acting in reliance on the material in this publication, whether such loss is
caused by negligence or otherwise.

© Commonwealth of Australia 2026

This document contains copyright material of the IFRS® Foundation, in respect of which all rights are
reserved. This publication has been adapted and modified by the Australian Accounting Standards
Board with the permission of the IFRS Foundation. This adaptation is the copyright of the IFRS
Foundation. No permission granted to third parties to reproduce or distribute.

For full access to IFRS Standards and the work of the IFRS Foundation please visit
http://www.ifrs.org.
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