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Acknowledgement of Country
KPMG acknowledges Aboriginal and Torres Strait Islander peoples as the First 
Peoples of Australia. We pay our respects to Elders past, present, and future as the 
Traditional Custodians of the land, water and skies of where we work.

At KPMG, our future is one where all Australians are united by a shared, honest, and complete understanding of our past, 
present, and future. We are committed to making this future a reality. Our story celebrates and acknowledges that the 
cultures, histories, rights, and voices of Aboriginal and Torres Strait Islander People are heard, understood, respected, and 
celebrated. 
Australia’s First Peoples continue to hold distinctive cultural, spiritual, physical and economical relationships with their land, 
water and skies.  We take our obligations to the land and environments in which we operate seriously. 
We look forward to making our contribution towards a new future for Aboriginal and Torres Strait Islander peoples so that 
they can chart a strong future for themselves, their families and communities. We believe we can achieve much more 
together than we can apart. 

*This acknowledgement of country has been developed within KPMG Indigenous Network (KIN) should you wish to modify the wording please reach out for consultation of the KIN. The KIN is a culturally safe 
and supportive space for Aboriginal and Torres Strait Islander colleagues from all geographies, divisions, and levels of the firm and you can get in touch by emailing smoates@kpmg.com.au
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1.1 New standards effective for year-ending 30 June 2026 
(including recent IFRIC Agenda Decisions)

1.2 Uncertainties in the Financial Statements

1.3 Other standards effective for future reporting periods

1.4 Lease liabilities – derecognition and modifications

1.5 AASB 18 Presentation and Disclosure in Financial Statements 
update for ED 338 (Not-for-profit entities)

1.6 Key considerations for public-private partnership type 
arrangements

Agenda
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Annual reporting periods 
beginning on or after 1 
January 2025 (i.e. Dec 2025 
or June 2026 year end)

Explored in detail today

AASB 2023-5 
Lack of Exchangeability [Amendments to AASB 121]

Disclosures about Uncertainties in the Financial Statements
— Climate Related Illustrative Examples

Annual reporting periods 
beginning on or after 1 July 
2025 that end on or after 28 
February 2026

New standards 
effective for 
year-ending 30 
June 2026
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Uncertainties in the financial statements
AASB 2026-1 Amendments to 
Australian Accounting Standards – 
Disclosures about Uncertainties in 
the Financial Statements 
[Amendments to AASB 136 &  
AASB 137]

For example:

• X Government Department has considered its climate physical and transition risks 
• Transition plan to reduce greenhouse gas (GHG) emissions over 10 years
– Plan announced publicly to modify infrastructure assets
– Expected to affect its operations but the quantitative impact is uncertain
– No impact on recognition or measurement in FY 2026 financial statements

Effective 
from

1 July 2025 

In the financial statements

Material information – impact
user decisions?

No disclosure required

Further disclosure required [AASB 101.31] 
• Material risks
• Uncertainties
• Significant assumptions

1. Significant risk to entity & sector
2. Strategic importance
3. External qualitative factors

YesNo

New illustrative examples
Also apply to other uncertainties

Judgement

Consider additional Federal / State 
specific climate-related financial disclosures  
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IFRIC Agenda Decisions

Tentative agenda decisionsFinal agenda decisions (since 1 Aug 2025) 

Classification of gains and losses on a derivative managing a foreign 
currency exposure (IFRS 18)

Fair presentation and compliance with IFRS (IAS 1)

Assessment of a specified main business activity in the separate 
financial statements of a parent (IFRS 18)

Presentation of taxes or other charges that are not within the scope of 
IAS 12 (IFRS 18)

Economic benefits from use of a battery under an offtake 
arrangement (IFRS 16 Leases)

Classification of a foreign exchange difference from an intragroup 
monetary item (IFRS 18)

Accounting for transaction costs (IFRS 9)

Embedded prepayment option (IFRS 9)

Update agenda decisions for references to IFRS 18

Likely prevalence across entities
High Medium Low

Upcoming IFRIC meetings 
• 17-18 March 2026
• 16-17 June 2026
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AASB 18
Presentation and Disclosures in 
Financial Statements (not-for-profit 
entities)

AASB 2022-9 
Insurance Contracts in the Public 
Sector [AASB 17] 

AASB 2024-2 / 2025-2
Classification and Measurement of 
Financial Instruments
[Amendments to AASB 7 & 
AASB 9]

AASB 2024-3
Annual Improvements Volume 11
[Amendments to various AASBs 
including derecognition of lease  
liabilities]

Annual reporting periods beginning on 
or after 1 January 2026 (i.e. Dec 2026 or 
June 2027 year end)

Annual reporting periods beginning on 
or after 1 January 2028 (i.e. Dec 2028 or 
June 2029 year end)

Sale or contribution of assets 
between an investor and its 
associate or joint venture
[AASB 3 & AASB 128]

Annual reporting periods beginning on 
or after 1 July 2026 (i.e. June 2027 year 
end)

AASB 2025-1
Contracts Referencing Nature-
dependent Electricity (PPAs)
[Amendments to AASB 9]

Refer to 2024 
webinar

Other standards effective for future reporting periods

Refer to 2025 
webinar

Refer to 2025 
webinar

Explored in detail today
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Accounting for lease modifications by a lessee - overview

Change to the contractual terms and conditions 
(excludes exercise of option included in original lease contract)

Increase in scope of lease by adding the Right-of-Use (ROU) asset 
for one or more underlying assets Decrease the scope

All other lease 
modifications

At stand-alone price for 
increase Not at stand-alone price

Separate lease Remeasure lease liability and adjust ROU asset

• Gain or loss for the partial or full 
termination

• Remeasure lease liability and 
adjust ROU asset 

Not a separate lease
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Accounting for scope decrease  by a lessee

At modification date $

Original ROU asset 100

Original lease liability (original 
discount rate)

120

Remaining lease liability (original 
discount rate)

72

Remaining lease liability (revised 
discount rate)

80

Dr Lease liability 48
   Cr Modification gain 8
   Cr ROU asset 40

Y0 Y1 Y2 Y3 Y4 Y5

Original contract 
commences
• 10,000 m2 
• 5 years

Modified contract 
signed
• Decrease to 

6,000m2

10,000 m2 6,000 m2

Step 2 Dr ROU asset 8
   Cr Lease liability 8

Step 1
Decrease in scope

• Gain or loss for the partial or full 
termination

• Remeasure lease liability and adjust 
ROU asset 



13©2026 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. 
All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation. 

Liability limited by a scheme approved under Professional Standards Legislation. 

Derecognition of lease  liabilities in 
scope of AASB 9 

Profit/Loss

Lease modification under AASB 16
OR

Adjustment to ROU

.. amendment does not clarify when an entity should apply requirements in AASB 9 or AASB 16!
What is the issue?

Accounting Policy Lease payment forgiven Remaining lease payment

Full AASB 16 approach
• Remeasure lease liability using a revised discount rate. 
• Difference between pre-modification and post-modification lease liabilities recognised as 

an adjustment to ROU

KPMG view: accounting policy choice, to be applied consistently

Full AASB 9 approach Derecognise lease liability as an 
adjustment to P&L No remeasurement

Partial AASB 9 approach Derecognise lease liability as an 
adjustment to P&L

Remeasure lease liability using revised 
discount rate with adjustment to ROU

Derecognition of lease liabilities

When only 
change is 

lease payment 
forgiveness

AASB 2024-3
Annual Improvements Volume 11
[Amendments to various AASBs

Effective 
from

1 January 
2026
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Full AASB 9 approach DR Lease liability        483^

CR P&L                                 483

Reporting & contract 
modification date

d/c rate = 7%

Remaining lease payment Lease payment 
forgiven

31 Dec 2025 31 Dec 
2026 31 Dec 

2027
1 Jan 2025 1 Oct 2025 28 Feb 

2026

5 months 22 months

d/c rate = 6%

Lease payment = 
$100 per month

Lease liability ($)

Carrying amount 
before waiver 1,555

22 months at 7% 966

22 months at 6% 1,072

Accounting Policy Example journal entries

Full AASB 16 approach DR Lease liability        589#

CR ROU asset                     589A

B

C

# = A - B

^ = A - C

* = C - B
Partial AASB 9 approach DR Lease liability        483^

CR P&L                                483
DR Lease liability          106*
CR ROU asset                  106

Background
• Green Council enters into a 3-year 

lease on 1-Jan-2025, with monthly 
payments of $100. 

• Green Council does not make lease 
payments from 1-Oct-2025.

• On 31-Dec-2025, the lessor waives 
the 3 months’ rent overdue, plus two 
months to 28-Feb-2026

Derecognition of lease liabilities (cont.)
AASB 2024-3
Annual Improvements Volume 11
[Amendments to various AASBs

Effective 
from

1 January 
2026
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AASB 18 
Presentation 
and Disclosure 
in Financial              
Statements 
update

ED 338 Application of AASB 18 and AASB 107 by 
Superannuation and Not-for-Profit Entities and 

Operating Cash Flow Reconciliation 

Comments were due 27 February 2026
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More structured P&L statement Disclose and audit MPMs Greater disaggregation of 
information 

Other amendments

AASB 18 - The new requirements
Effective 1 January 2027, retrospectively 
applied. Early adoption available

NFP Public sector entities: 1 January 2028

NFP Public sector entities: 
Accounting policy choice

NFP Public sector entities: Keep 
current accounting policy choice

NFP Public sector entities: Any 
modification?

NFP Public sector entities: Will 
consider on next slides

• New subtotals including 
‘operating profit’ 

• Income and expenses classified 
into three categories – 
operating, investing, financing

• Main business activities drive 
the classification of income and 
expenses

• MPMs are now disclosed in the 
financial statements and subject 
to audit

• MPMs capture some but not all 
‘non-IFRS’ measures 

• New disclosures may involve 
additional effort

• New disclosures for items 
labelled as ‘other’ 

• Enhanced guidance on how to 
group information within the 
financial statements

• Remains a judgement area

• Classification of interest and 
dividend in cash flow statement

• Use ‘operating profit’ as starting 
point for indirect method 
reconciliation
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Income statement AASB 18

Revenue XX

Other income XX

Cost of sales XX

Selling expenses XX

Administrative expenses XX

Operating profit XX

Results from equity accounted investees XX

Interest income XX

Profit before financing and income tax XX

Interest expense XX

Profit before income tax XX

Income tax XX

Profit for the year XX
Required subtotal

O
pe

ra
tin

g
In

ve
st

in
g

Fi
na

nc
in

g

• Income and expenses classified into 
three categories – operating, 
investing, financing

• Equity accounted investees presented 
as “investing”

• Mandatory line items presented on 
face 

• Items aggregated based on shared 
characteristics

• Required and optional subtotals
• 2 new required subtotals

*

*

Optional subtotal

New required 
subtotals

P&L after adopting AASB 18

*

*

*

*

NFP Public sector entities: Accounting 
policy choice
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AASB  18 : Operating expenses – Considerations for presentation

By function
Revenue X
Cost of goods sold (X)
Gross profit X
R&D expenses (X)
Admin expenses (X)
Operating profit X

By nature
Revenue X
Employee costs (X)
Transport costs (X)
Depreciation (X)
Legal costs (X)
Marketing costs (X)
Operating profit X

Mixed
Revenue X
Cost of goods sold (X)
Gross profit X
Impairment 
expenses (X)

Admin expenses (X)
Operating profit X

Not a free choice!
Most useful structured 

summary

Factors to consider

Drivers of profitability

How business is managed

Expense allocation

Industry practice

NFP Public sector entities: most 
useful information to users of 
financial statements about the 
entity’s “operations or main 

activities”

NFP Public sector entities: Accounting 
policy choice to present in most useful 

structured summary OR provides 
information that is reliable and more 
relevant, consistent with AASB 101
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Key considerations for Public Private Partnerships

Features  
Construction contract with 
service outsourcing contract Lease Service concession arrangement Sale (privatisation)

Public service and 
management of asset

Grantor Varies Operator Operator does not provide 
public services on behalf of 
Grantor 

Regulation - services, 
recipients and price

Grantor Operator 
(Grantor might control or 
regulate some aspects)

Grantor Operator
(Grantor might control some 
aspects e.g. pricing)

Control of underlying 
use

Grantor Operating lease: Grantor
Finance lease: Operator

Right to use asset: Grantor
Right to access asset:  
Operator

Operator

Significant residual 
interest

Grantor Depends on terms of 
arrangement. 

Grantor Depends on terms of 
arrangement. 

Relevant accounting 
standard

AASB 116 AASB 16 AASB 1059 AASB 116 
AASB 138

Key features of various common types of arrangements for private sector participation in the provision of public services as included in AASB 1059 
Service Concession Arrangements: Grantor’s Implementation Guidance.

Refresher – Post 
implementation review of 

AASB 1059

Subject to terms of arrangement
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Impact on balance sheet and profit or loss

Impact
Construction contract with service 

outsourcing contract Lease Service concession arrangement Sale (privatisation)

Balance sheet

Profit or loss

PPE

Service Concession 
Asset

Financial liability (to pay 
for construction)

Depreciation

Interest expense (where 
financing component)

Financial liability

GORTO

Depreciation

Interest expense

Unwind of GORTO 
(revenue)

Gain/loss on disposal

AND/OR

AND/OR

Financing lease: Net 
investment in a lease

OR

Operating lease: PPE

Financing lease:
Finance income

OR
Operating lease: 

Rental income 
Depreciation

Refresher
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Key judgements and questions to consider

Key judgements Questions to consider

Service 
concession? Lease?State controlled 

asset? Govt Grant? Loan?

Fiscal impacts will vary depending on accounting treatment

• Is there a public service being provided?
• Are there significant components which are not a public service – e.g. retail/commercial rights?
• Does Operator manage public services?

Public service

• What components are regulated by the Grantor?
• Can subsidies effectively regulate the price?

Control of the asset based on scope of 
regulation

• Construction risk?
• Demand risk?
• Residual asset risk?
• Step in rights?

Control of the asset based on the risks, 
rights and obligations of the Grantor and 
Operator

Linked transactions • Are there other transactions that are linked and should be considered and accounted for together?
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2.1 Role of Government in ESG Reporting

2.2 Emerging Trends

2.3 Climate-related disclosures - Comparative requirements across 
States

2.4 Observations from first year of reporting

Agenda
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Why does ESG Reporting Matter - Material Topics | Government

Ecological Impacts Customer Welfare

Selling Practices & Product  
Labeling

GHG Emissions
Human Rights & Community  
Relations

Product Design & Lifecycle  
Management Business Ethics

Data Security Employee Engagement,  
Diversity & Inclusion Supply Chain ManagementEnergy Management Management of the Legal &  

Regulatory Environment

Material Sourcing & EfficiencyWater & Wastewater  
Management Access & Affordability Critical Incident Risk  

Management

Air quality Customer Privacy Employee Health & Safety Business Model Resilience Competitive Behavior

Waste & Hazardous Materials  
Management Product Quality & Safety Physical Impacts of Climate  

Change Systemic Risk Management

Environment
Environment  
Social  
Governance

Social Capital
Environment  
Social  
Governance

Human Capital
Environment  
Social  
Governance

Business Model & Innovation
Environment  
Social  
Governance

Leadership & Governance

Environment  
Social  
Governance

Pollution Control 

Green Finance Transparency and 
Reporting 

Labor Practices
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In their work to address ESG issues, governments have four distinct roles.

The role of Government in Sustainability

Regulator OperatorOrganisationPolicy Maker

Federal Government (influences all pillars)

State Government (Policy Maker, Organisation & Operator)
Local Government (Organisation & Operator)

As a leading operator, 
each government has a 
responsibility to optimise 

the social and 
environmental impacts 
within its communities, 
councils, employees, 
facilities and vehicles.

Government leadership, 
mandatory regulation, 

standardised frameworks, 
international collaboration and 

strategic investment are all 
essential to address global 

warming and biodiversity loss, 
catalyse private investment in 
ESG and build communities.

Government structures its  
instructions and manages the 
workforce effectively, through 

enabling the alignment of 
operational processes with 

non-financial goals and 
metrics.

Government drives 
legislation and outcomes, by 

serving as providers of 
social services, overseeing 

and planning of state 
infrastructure, and aligning 

their initiatives to 
sustainable development 
and social responsibility 

objectives.



27©2026 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. 
All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation. 

Liability limited by a scheme approved under Professional Standards Legislation. 

Emerging Trends

Modern Slavery Mitigation
Heightened government action with an appointed Anti-Slavery 
Commissioner and moves to strengthen compliance with the 
Modern Slavery Act, including potential financial penalties.

Nature Repair Market 
Australia launches a world-first market enabling landholders to 
earn biodiversity certificates and allowing public-sector 
investment in ecosystem restoration.

Technology-Enabled Reporting
Increased adoption of AI and blockchain for real-time supply-
chain monitoring, automated assurance, and deeper 
sustainability reporting.

Green Procurement
Growing integration of ESG criteria into government procurement 
to reduce supply-chain emissions and support sustainable local 
suppliers.

Circular Economy Transition
Stronger government focus on waste reduction, resource 
recovery, and upcoming regulations targeting plastics and waste.

Anti-Corruption Measures
Public institutions are strengthening internal controls and anti-
corruption measures to improve accountability and trust, including 
mandatory reporting of conflicts of interest and
whistleblower policies.

Combating Greenwashing
Regulators (such as ASIC in Australia) are intensifying scrutiny of 
"greenwashing“ - making misleading or deceptive claims about 
environmental, social, or sustainability performance. This now 
extends to "greenhushing" (deliberately underreporting 
sustainability progress), which is considered another form of 
greenwashing
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Recent ESG-related Government Activities

Green Bond Proceeds Allocation
Western Australian Treasury Corporation 
(WATC) achieved a significant milestone 
in sustainable finance by issuing a $2 
billion green bond. The proceeds were 
strategically directed towards projects that 
align with the state’s environmental and 
climate goals. 

Australia Announces Stronger 2030 
Emissions Target
The Australian Public Service Net Zero 
2030 Target was included in Australia’s 
Nationally Determined Contribution (NDC) 
Communication under the Paris 
Agreement. At COP28, Australia released 
a roadmap to show how it will reach net 
zero government operations through its 
strategy.

Safeguard Mechanism Reforms 
Tighten Industrial Emissions
Major emitters now face declining 
emissions baselines annually.
Companies must cut emissions or 
purchase Australian Carbon Credit Units 
(ACCUs)

Future Made in Australia (Green 
Energy)
A $22.7 billion over-a-decade investment 
to transform Australia into a renewable 
energy superpower. Launched to drive 
net-zero goals, it supports local 
manufacturing of green energy 
technologies—such as batteries, solar 
panels, and hydrogen—through funding, 
tax incentives, and $1.5 billion in ARENA 
Innovation Fund grants.

Australian Sustainable Finance 
Taxonomy Launched
Australia's launch of its Sustainable 
Finance Taxonomy marks a significant 
step forward in aligning financial 
investments with the nation's 
environmental and climate goals, providing 
a standardised framework to define and 
promote sustainable economic activities.

ASIC Released Regulatory Guide 
280 (RG 280)- Sustainability 
Reporting Supervision
ASIC issued RG 280 to guide companies 
starting mandatory climate/sustainability 
reporting and clarified its enforcement 
approach for 2025-26.

Australia enacts world 1st 
workplace gender equality targets 
mandate from 1 Apr 2026
Organisations with 500 or more 
employees will now need to set and 
improve upon targets and actionable goals 
designed to improve gender equality and 
move toward equal remuneration over a 
three-year period.

In January 2026, the International Public 
Sector Accounting Standards Board 
(IPSASB) issued IPSASB SRS 1, Climate-
related Disclosures, the first-ever public 
sector standard to help governments and 
public sector entities report climate-related 
risks and opportunities clearly and 
consistently.

https://www.google.com/url?sa=i&source=web&rct=j&url=https://arena.gov.au/funding/future-made-in-australia-innovation-fund/&ved=2ahUKEwjxhbSe3_-SAxXM2DgGHSvoH4YQy_kOegQIARAC&opi=89978449&cd&psig=AOvVaw1kc4Ncsf1KkCZTkCsS3HQh&ust=1772490349372000
https://www.google.com/url?sa=i&source=web&rct=j&url=https://arena.gov.au/funding/future-made-in-australia-innovation-fund/&ved=2ahUKEwjxhbSe3_-SAxXM2DgGHSvoH4YQy_kOegQIARAC&opi=89978449&cd&psig=AOvVaw1kc4Ncsf1KkCZTkCsS3HQh&ust=1772490349372000
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Pathways to Net-Zero
VIC

Target - 2045

NSW

Target - 2050

QLD

Target - 2050

WA

Target - 2050

SA

Target - 2050

ACT & TAS

Target – 2045 & 2030

• Revival of the State 
Electricity Commission 
(SEC) to publicly 
invest in renewable 
energy projects and 
storage infrastructure.

• Aggressive build-out of 
offshore wind capacity 
(≥2GW by 2032, 
scaling to 9GW by 
2040)

• Victoria has one of 
Australia’s most 
ambitious legally 
binding emissions 
reduction pathways 
(75-80% below 2005 
levels by 2035)

• Renewable energy 
targets repealed (70% 
by 2032, 80% by 2035) 
under new Energy 
Roadmap Amendment 
Bill.

• Coal plants now 
schedules to operate 
until at least 2046, 
reversing prior closure 
timelines.

• REZ framework 
replaced by Regional 
Energy Hubs and 
greater reliance on 
market-led 
development

• Queensland’s policy 
shift marks the largest 
divergence from 
national 
decarbonisation 
direction, prioritising 
reliability and cost over 
rapid transition.

• Climate Action & 
Sustainability Strategy 
2024-27 focuses on 
emissions reduction, 
electrification of new 
buildings, energy-
efficiency upgrades 
and circular economy 
initiatives.

• WA is investing in 
adaptation and 
resilience planning 
across all government 
sectors.

• WA is pushing 
structural reforms, 
such as mandating 
that all new 
government buildings 
be fully electric and 
installing solar on 
social housing. 

• Release of the Net 
Zero Strategy 2024-
2030, which 
accelerates 
decarbonisation 
across sectors 
including transport, 
agriculture, waste, 
manufacturing, and 
green hydrogen

• SA already has one of 
the highest renewable 
shares globally, with 
~70% of electricity 
from renewables 
(2023-24)

• Strong push for green 
iron and hydrogen 
manufacturing 
industries

• SA aims for 100% net 
renewable electricity 
by 2027.

• NSW is the first state 
in Australia to mandate 
climate-related 
financial disclosures 
for all public sector 
entities. 

• The state is rolling out 
multiple Renewable 
Energy Zones (REZs) 
to accelerate wind, 
solar and storage 
development.

• NSW is guided by its 
Net Zero Government 
Operations Policy, 
requiring agencies to 
create long-term 
transition plans, 
decarbonise 
buildings/fleets, and 
report emissions 
annually.

• The ACT has achieved 
100% renewables 
electricity since 2020 
and continues to push 
climate action with 
further renewable 
leadership.

• Tasmania has been 
Net zero since 2014 
through 100% 
renewables for its grid 
early and aims for 
even higher generation 
capacity and exports.
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Recent amendments to AASB S2 GHG Disclosures

December 2025 – Amending Standard Issued
• ISSB finalised targeted amendments to IFRS S2 to 

address GHG disclosure implementation challenges.
• AASB issued AASB S2025-1, updating AASB S2
– Scope 3 Category 15 (investments) measurement and 

disclosure requirements
– Financed emissions industry-based classification
– Jurisdictional relief for GHG Protocol and GWP (global 

warming potential) values

March 2025 – ISSB Proposals Released
ISSB responds to stakeholder concerns on IFRS S2 
Climate-related Disclosures by proposing narrow 
amendments:

• Narrow-scope changes to IFRS S2: Scope 3 Cat 
15 exclusions, GWP jurisdictional relief, 
alternative methods to GHG Protocol, non-GICS 
classification options.

• AASB agrees to issue an ED incorporating ISSB 
proposals for Australian feedback

April 2025 – AASB Issues Exposure Draft SR2
AASB Exposure Draft SR2 released for public comment on Australian 
amendments to GHG disclosures..

• Ensures AASB S2 remains aligned with ISSB developments

August 2025 – ASIC Update
• ASIC releases Sustainability Reporting and Audit Relief Decisions Register 

to enhance transparency by detailing decisions on sustainability reporting 
relief under Chapter 2M of the Corporations Act.

The mandatory effective date with earlier application allowed.
Group 1 Entities: 1 January 2025; Group 2 Entities: 1 July 2026; Group 3 Entities: 1 July 2027
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Climate-related disclosures - Comparative requirements
Federal

Commonwealth Climate 
Disclosure (CCD) 
Requirements

• Align with AASB S2 
Climate-related 
Disclosure Standard 
with specific tailoring 
for the Commonwealth 
public sector.

• Requirements are 
phased in over three 
years to build 
capability, increase 
granularity, and 
strengthen climate-risk 
maturity.

• Tranche 1 entities 
will apply the Year 2 
requirements in 
FY26 with Tranche 2 
entities commence 
Year 1 requirements. 

• Tranche 3 will begin 
in FY27 using the 
Year 1 Simplified 
Requirements. 

FRD 24 - Financial 
Reporting Direction for 
environmental data by 
govt entities 

• An entity’s Annual 
Report of Operations 
must disclose 
information on aspects 
of energy and 
resource consumption 
and environmental 
performance.

• Entities have been 
classified into 
reporting ‘tiers’, with 
each tier subject to 
different disclosure 
requirements

• FRD24 supports the 
Whole-of-Victorian-
government emissions 
reduction pledge, 
requiring consistent 
reporting of 
greenhouse gas 
emissions and 
environmental 
impacts.

TPG 24-33 - Reporting 
framework for climate-
related financial 
disclosures

• Minimum content 
requirements for 
climate-related 
financial disclosures 
by NSW govt entities. 

• Minor updates were 
made in June 2025 to 
reflect policy 
developments and 
feedback, and to 
clarify some 
requirements.

• Entities are required to 
adopt and comply over 
3 phases. Phase 1 
entities have 
prepared their 
disclosures in FY25 
and will begin 
assurance from 
FY26. Phase 2 
entities are required 
to report in FY26. 

Climate-related financial 
disclosures standards 
in accordance with 
AASB S2

• Climate-related 
disclosures apply 
only to specific large 
public sector 
companies under the 
national AASB S2 
regime

• Government- Owned 
Corporations (GOCs) 
must comply where 
they fall within the 
national mandatory 
climate-reporting 
thresholds

• Agency reporting 
sits within Whole of 
Government (WoG) 
framework

• Qld approach is 
WoG with the 
Queensland 
Sustainability report 
(QSR)

The WA Climate Change 
Act 2023 (and proposed 
Climate Action This 
Decade Bill 2025)

• Set long-term net-zero 
by 2050 targets and 
require development 
of emissions reduction 
strategies.

• Require climate 
adaptation strategies 
and sector adaptation 
plans

• Introduce interim 
emissions targets; 
five-year emission 
budgets are 
proposed under the 
Climate Action This 
Decade Bill 2025. 

• Require annual 
reporting to Parliament 
on climate progress.

Climate Change and 
Greenhouse Emissions 
Reduction Act 2007 & 
PC 007 - Climate Ready 
Govt.

• The Minister for 
Environment and 
Water reports on 
statewide greenhouse 
gas emissions and 
progress by sector, 
including energy, 
agriculture, industry, 
waste and land use 
(LULUCF).

• PC 007 requires all 
SA Government 
agencies to establish 
governance, 
processes and 
capabilities to 
manage 
climate-related risks 
and opportunities 
and to reduce 
operational 
greenhouse gas 
emissions.

VIC NSW QLD WA SA

Climate Change and 
Greenhouse Gas 
Reduction ACT 2010

• A legislated target for 
the ACT to achieve 
net-zero carbon 
emissions by 2045, 
supported by 
implementation 
through the ACT 
Climate Change 
Strategy and 
Integrated Energy 
Plan (IEP).

• The Minister must 
present an annual 
report to the 
Legislative Assembly 
detailing progress on 
emission reductions.

ACT
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Observations From First Year Reporting

Considerations

Standardised Tool Enhances National Consistency
• Introduction of the Net Zero Accelerator (NZA) tool provides a 

structured approach to emissions calculation that supports 
consistency.

Strengthening Sector-Wide Reporting
• Where applicable, agencies successfully delivered first climate-

related financial disclosures for 2024-25.
• Pilot assurance activities produced valuable insights for 

improving completeness, governance, and climate-risk 
integration.

Strengths

Foundational Elements Still Developing
• Reporting boundaries often unclear or inconsistently 

documented.
• Materiality assessments not consistently applied.
• Risk and opportunity assessments incomplete or not embedded 

into enterprise-wide risk management.

Disclosures Not Yet Assurance-Ready
• Insufficient documentation, audit trails, and supporting 

evidence.
• Gaps in governance, risk identification, and emissions reporting 

processes identified through pilot assurance.

Readiness & Maturity Vary Across Agencies
• Wide variation in preparedness.
• Capability, completeness and maturity differ significantly 

between entities.

Emissions Data & Methodologies Need Alignment
• Gaps in emissions inventories (Scope 1-3) and different 

emissions systems and calculation approaches.
• Additional guidance needed to drive consistency in future 

reporting cycles.

The first year of reporting featured differing levels of maturity without full compliance to the AASB S2 across all jurisdictions.
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AI Polices across Australia are frequently updated to support safe and 
responsible use 

Placeholder

Placeholder

NT

NT Government Artificial Intelligence Policy and 
Assurance Framework (June 2024) Updated 
December 2025

WA

WA Government Artificial Intelligence Policy 
and Assurance Framework (March 2024) 
Updated January 2026

QLD

Artificial Intelligence Governance Policy (September 2024) 
Updated August 2025

NSW
• NSW Artificial Intelligence Assessment Framework 

(AIAF) (2022 → major update July 2024 → redesign 
January 2026)

• Agentic AI Guide – October 2025
• These are designed to sit alongside the NSW AI 

Strategy (reaffirmed July 2024), NSW AI Ethics 
Policy (revised July 2024), and NSW Digital 
Assurance Framework (July 2024 integration)

Federal

Policy for the responsible use of AI in 
government (September 2024) Updated 15 
December 2025
• The policy strengthens governance for 

Australian Public Service (APS) agencies to 
ensure safe, transparent, and trusted AI 
adoption. 

SA

Guideline for the use of Generative 
Artificial Intelligence and Large Language 
Model Tools (August 2024)

Guidance for the use of Artificial 
Intelligence in the Tasmanian 
Government (Sept 2024) Updated 
January 2026

TAS

VIC

Guidance for the safe and responsible use of generative 
artificial intelligence in the Victorian public sector 
(September 2024) Updated 19 March 2025
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2023 2024 2025 2026 2027 2028 and beyond

High

Low

/
Value

Now

EMBED phase

• Workflows embed AI agents.
• Agentic AI drives process efficiency and connections.
• Workforce and organisational change at large scale.
• Major focus on risk and trust in AI.
• 30%+ operational efficiency gains.

ENABLE phase

• Employees enabled with Gen AI ‘chatbots’.
• AI ‘POCs’ aimed at improving productivity and experiences.
• Companies seeing promising productivity gains.

EVOLVE phase

• Evolves business models.
• New AI ecosystems of 

innovation (e.g., AI for 
drug discovery).Companies are seeing 7%-30% 

productivity gain from Gen AI,
but the tangible cost efficiency
of chatbot co-pilots is not proven.

Source: Connected Insight’s interpretation of the market based on Gartner Analyst conversations.

AI Adoption Maturity: From pilots to scaled deployment
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Finance is becoming smarter, faster, integrated and more strategic

Our 5
hypotheses

Up to 80% of today’s Finance activities will be automated and AI-enabled
• Finance workforce will shrink and reshape, driven by new AI tech
• Human-in-the-loop oversight
• Reimagine talent strategies with new skills

01

02
Traditional corporate functions will converge, giving rise to smaller teams 
with bigger outputs
• More agile teams – more responsive to business needs e.g. dedicated to 

delivering strategic priorities rather than functions
• Outcome-oriented operating models, with integrated processes

03
AI becomes the modern enterprise operating system
• Continuous automated processes with real-time decision agility
• Embedded intelligence making finance “invisible”
• Unified, integrated, high-quality data forms the backbone

04
Criticality of controls increases as agents amplify enterprise risk
• Controls become backbone of trust & accountability
• Risk management radically shifts from reactive to proactive to autonomous
• Controls enable auditability and transparency in autonomous decision-making

05
Profile and career path of the finance professional is dramatically shifted in this new world
• Shift from reporting to real-time orchestration/decision making
• Career path is no longer straight up through finance both more of a ‘lattice’
• Profile shifts from finance foundation to intellectual curiosity

>70%
are increasing spend 
on data and analytics

>75%
have dedicated 

digital COEs

>65%
have robust talent 

strategies to support 
intelligent automation

TOP Performer 
Insights*

*CEO Outlook Survey 2025 
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Up to 80% of today’s finance activities will be automated and AI-enabled
AutomationTransactional StrategicKey: New AI activities

• External Audit Planning 
& Coordination

• Financial, Compliance & 
Operational Audits

• Internal Control Testing 
& Evaluation 

• Fraud Prevention & 
Detection

• Risk Assessment & 
Mitigation  

• Continuous Monitoring 
• Crisis Management 

• Earnings Reports, 
Releases & 
Communications 

• Investor Engagement 
• Shareholder Meetings 
• Market Analysis & 

Intelligence
• Strategic Messaging 
• Strategic Planning 
• Deal Execution (M&A, 

Investment, 
Divestitures)

• Integration & Post-
Merger Management

• Tax Planning & Strategy
• Tax Regulations & 

Compliance 
• Tax Accounting & 

Reporting
• Tax Filings, Inquiries, 

Audits & Disputes  
• Transfer Pricing 
• Liquidity & Cash 

Management 
• Banking Management 
• Capital & Investment 

Management 
• Financial Instruments & 

Hedging

• Strategic Planning 
Support 

• Detailed BU Planning & 
Budgeting 

• BU Forecasting 
• BU Variance & Trend 

Analysis
• BU Profitability & 

Performance Analysis 
• BU-specific Reporting
• Cost Management 
• Cross-Functional 

Collaboration 

• Strategic & Long-Range 
Planning 

• Annual Planning & 
Budgeting 

• Forecasting 
• Variance & Trend 

analysis
• Profitability & 

Performance Reporting
• Management Reporting 

Dashboards
• Cross-Functional 

Collaboration

• General Ledger 
Accounting

• Operational Accounting 
Oversight

• Financial Reviews
• Financial Consolidations  
• GL Close & Governance
• Reconciliations 
• Financial Reporting & 

Disclosures
• Technical Accounting
• Corporate Policies & 

Standards , incl. CoA

• Customer & Vendor 
Master Data Mgmt.

• Credit Management
• Billing & Payments 
• Invoice Generation
• Cash Application & 

Collections
• Three-Way Matching & 

Account Reconciliations
• Customer & Supplier 

Monitoring
• Asset Creation, 

Depreciation, 
Retirement

Internal Audit 
& Risk 

Management 

50 5060 4070 30 40 60 70 30 50 50 70 30

CFO

• E2E Exception Mgmt. 
• 360-Degree Customer 

& Supplier Insights
• Proactive DSO & DPO 

Management

• Continuous 
Accounting & 
Exception 
Management

• Dynamic Dashboards

• Intelligent simulations 
and collaborative co-
pilots

• Always-on forecasting

• Intelligent Pricing 
Analytics

• New Markets, Products 
& Customer Insights

• Autonomous cash 
forecasting

• Self-optimised funding

• Integration Co-pilots
• Autonomous valuation 

models
• Sentiment intelligence

• Autonomous control 
testing

• Continuous assurance 
& audit trails

Execution AI Delivered 
Process Operations 

& Shared Services
Controllership FP&A

Partnering AI Enabled
Commercial Finance Tax & Treasury IR & Corp. Dev.

Digital Governance Internal Audit & Risk Management 

• AI & Digital Strategy 
• Ideation & Use Case 

Enablement 
• New Technology & 

Capability 
Identification 

• Data Science & 
Prompt Engineering

• Prototyping & Piloting 
• Agent Maintenance & 

Enhancements 
• Metrics & Monitoring 
• Automated Data 

Quality Monitoring
• Intelligent Data 

Integration

Innovation 
AI Focused

Focus for most Government
Finance Functions

Focus for most Government 
Finance Functions
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Aligning with the current and future vendor investments in AI is a software-integrated approach to AI adoption, providing access to Generative AI 
embedded into enterprise workflows including AI Agents.  

• Moves ERP from system of record to a system of 
action.

• Autonomous agents execute multi-step finance 
workflows (AP, GL, reconciliations, close) 

• Shift EPM from periodic planning to continuous, 
real-time FP&A

• Embedded agents interpret operational signals and 
adjust plans dynamically

• Leverages domain specific data

Why it matters
• Faster close cycles
• More accurate, real-time forecasts
• Reduced latency between signals and planning 

decisions
• Higher accuracy and fewer exceptions
• Embedded governance + human-in-loop controls

AgentsAgentic AI

Payables Agent
Ledger Agent
Payments Agent
Expense Policy Agent
Planning Agent
Profitability and Cost 
Management Agent
Oracle AI Agent Studio for 
creating custom finance 
agents – March 2025
AI Agent Marketplace for 
leveraging agents built by 
third-party vendors – 
October 2025

Accounts Receivable 
Agent
Expense Report 
Validation Agent
Accounting Accruals 
Agent 
Cash Management 
Agent
Joule Studio for creating 
custom finance agents - 
released across 2025

Financial Close Agent
Cost and Profitability 
Agent
Financial Test Agent
Planning Agent
Cost & Profitability 
Agent
BP Optimise Agent
Financial Audit Agent
Workday Illuminate 
Agents announced during 
2025 with additional 
agents available in early 
2026.

Account Reconciliation 
Agent
Supplier 
Communications Agent
Expense Agent
Payables Agent
Broad ecosystem leverage 
for creating custom 
finance agents (CoPilot 
and Power Platform)
Partner agents (e.g., 
ChatFin) automate 
journals/AP

Leveraging ERP and EPM Vendor Investments in AI – an advantage for Finance
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AI Agents are now available across many vendor platforms

Payables Agent (AP Automation)
• Ingests invoices from various sources
• Extracts and normalises data
• Automatic matching to POs and receipts
• Auto-creates accounting entries
End-to-end touchless invoice processing

Ledger Agent 
• Natural-language prompts for financial monitoring
• Automatic creation of journals and insights
• Anomaly detection
Continuous close and/or real-time financial health 
monitoring

Planning Agent
• Trend and variance analysis in real-time
• Run event-driven predictions
• What-if simulations
Forecast accuracy and financial management

Payments Agent
• Evaluate and manage early pay, virtual cards and 

financing options
• Enable bank system interactions for faster supplier 

onboarding and execution 
• Monitor acknowledgements/exceptions 
Optimise cash flow and expand payment choices
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The traditional roadblocks to modernise Finance no longer apply in the AI era…If your organisation has invested in a cloud-based ERP or EPM 
platform you have access to your vendor’s periodic releases

01
Define an AI vision 
and strategy for 
Finance.

Top-down executive buy-in and 
commitment.

02
Commit to an 
actionable plan.

Establish an actionable plan 
aligned to your ERP and EPM 
capabilities

03
Mobilise, explore, 
prioritise, adopt and 
measure value.

Get started and don’t be afraid to 
fail.

Focus on addressing core pain 
points, traditional ways of 
working.

04
Embed within 
finance ways of 
working.

Embed into BAU and continuously 
evolve.

Educate, educate , educate…

How do you get started? 
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AI Uses Cases

 Automated reconciliation checks and 
anomaly detection

 AI-drafted journal entries with 
explanations

 Automated review of support 
documentation (invoices, contracts, POs)

 Proactive close-cycle risk alerts (AI 
identifies late submissions, missing 
journals, or aging reconciliations before 
they become month-end bottlenecks)

 Continuous accounting insights 
throughout the month end

 Drafting technical accounting summaries 
for management or auditors

End to End Process Scope

A persona-based approach to navigating AI and getting started
AI persona leads the human-centred way to navigate AI and understand how AI elevates key finance roles across ERP and EPM.

Finance  Business 
Partner

Plan-to-Perform

Controller / Accounting 
Manager

Record-to-Report

AI Use Cases

 Automated variance analysis and trend 
insights

 Scenario modelling (“what if…?”) 
generated instantly

 Centrally managed consolidated 
accounts with automated roll-ups across 
departments for faster, more consistent 
reporting

 Less manual effort in consolidation 
through automated mappings, checks, 
and eliminations, with better real-time 
visibility

 AI-generated commentary for monthly 
performance packs

 Drafting business cases and extracting 
insights from long documents

 Summaries of meetings, email threads, 
and action points

End to End Process Scope

1.1: Review and Develop Strategic Plan

1.2: Define EPM Framework

1.3: Operational Planning

1.4: Develop Annual Plan / Budget

1.5: Refresh Predictive Forecast

1.7: Profitability and Performance Reporting

1.8: Perform Plan Analytics and 
Risk Management

1.9: Agree Action Plans & Update Forecasts

1.10: Process Governance

"I spend so much time cleaning 
data and updating forecasts that 
I rarely get to focus on 
meaningful insights or truly 
partnering with the business.”

"Month-ends are a scramble of 
manual reconciliations, missing 
information, and repetitive 
checks that leave little room for 
analysis or improving the close 
process."

1.1: Close General Ledger Data Sources

1.2: Pre-Close Activities

1.3a: Preliminary Financial Reviews

1.3b: General Ledger Close

1.4: Financial Consolidation

1.7: Period-End Reporting

1.8: Technical Accounting

1.9: Process Governance

1.10: System Governance
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AI introduces new risks: bias, hallucinations, data leaks, and regulatory exposure. Controls must evolve from basic compliance to strategic 
governance and trust-building mechanisms, executed by transparent agents that are ethical, secure, and aligned with business goals.

Algorithmic & Ethical Risks
• Bias amplification
• Hallucinations & inaccuracy

Governance & oversight risks
• Loss of explainability
• Accountability gaps

Cybersecurity & privacy risk
• Expanded attack surface
• Data misuse

Regulatory & compliance risks
• Dynamic regulation
• Audit complexity

Operational & strategic risks
• Integration risks
• Vendor dependency

Workforce & cultural risks
• Skills gap
• Change resistance / fatigue

Criticality of controls increases as Agents amplify risk



46©2026 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. 
All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation. 

Liability limited by a scheme approved under Professional Standards Legislation. 

Trust and security is essential to maintain public confidence

The Australian Government recently 
published the Guidance for AI 
Adoption at the end of 2025.

Outlines six implementation 
practice principles
1. Decide who is accountable
2. Understand impacts and plan 

accordingly
3. Measure and manage risks
4. Share essential information
5. Test and monitor
6. Maintain human control

Australian Government guidance for AI adoptionKPMG’s Trusted AI Framework
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KPMG has also developed AI use cases for Finance
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Anomaly Detection: 
Use AI to monitor 
financial transactions and 
identify unusual patterns 
or discrepancies for 
further investigation and 
reduce time in 
substantiation.

1

Account 
Reconciliations: 
Automate the reconciliation 
process by matching 
transactions across accounts 
and flagging discrepancies 
for review.

2

Financial 
Performance 
Summarisation & 
Commentary: AI can 
summarise financial 
performance and generate 
insightful commentary for 
stakeholders including 
variance analysis.
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Intelligent 
Forecasting 
Analysis: Leverage AI to 
analyse historical data and 
industry market trends to 
produce accurate financial 
forecasts.

4

Optimise Capital 
Allocation: Improving data 
and insights through Predictive 
Modelling to forecast ROI, 
Scenario Analysis based on
a variety of factors, and Risk 
Analysis for different projects.

5

Corporate 
Knowledge Search & 
Chat: Implement AI-driven 
search and chat tools to 
access and retrieve 
corporate knowledge 
efficiently.
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Invoice Matching & 
Approval: Automate the 
matching of invoices with 
purchase orders and 
approvals, reducing processing 
time and errors.

7

Contract Summary & 
Terms Optimisation: 
AI can summarise contract 
terms and suggest 
optimisations for better 
compliance and efficiency.

8

Generative Contracts 
for Procurement & 
Payables: Use AI to draft 
procurement and payable 
contracts, ensuring compliance 
and efficiency.

9
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14

15

Risk Profiling and 
Scoring: AI can assess 
financial data to profile and 
score risks, aiding in decision-
making and risk management.

10

Continuous Controls 
Monitoring: Implement AI to 
continuously monitor financial 
controls, ensuring compliance 
and identifying potential issues.

11
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AI-Assisted Business 
Insights/Decision 
Support:
Advise on business decisions 
with insights e.g. from analytics 
on controls, compare policies to 
changes in accounting regulatory 
changes, flagging breaches to 
accounting policy.

12

KPMG has a full set of developed AI use cases allowing you to efficiently and quickly identify areas in which you can leverage AI to accelerate the 
transition of your finance function to a strategic driver. A sample of these are shown below:

Policy and 
Procedures: 
Implement AI-driven search 
and chat tools to access 
accounting policy and 
procedures manual.

Contract Analysis:
Use AI to analyse contracts or 
to identify non-standard terms 
as a first step to evaluate the 
accounting implications.
(e.g. revenue, leases, 
acquisitions, etc.)

Accounting and 
Reporting Changes: 
Use AI to understand and 
interpret and implement new 
accounting and 
sustainability standards.

We have demos available should you wish to see pilots in action – please connect for more information
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KPMG Resources – AI

Insights for 
responsible AI 
adoption and AI 
governance guidance

Current context of 
public sector demand 
and the role AI can 
play in reimagining how 
governments deliver 
servicesNavigating risks, challenges, 

and adaptation:  Governance 
and internal controls in an AI era

KPMG’s commitment to deploying 
technology in a way that is 
responsible, trustworthy, safe and free 
from bias – including sharing of our 
principles, ethical pillars and 
governance approach
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