Journal of Accounting and Corporate Governance Researches
Vol. 3, No. 7, Spring 2024 (69-80)

Paper type: Research Article

(Selected article of the 3rd International and 21st National Accounting Conference of Iran)

Effect of Climate-Related Risks on Financial Statements

Elham Hamidi!", Morteza Asadi?, Majid Rastegar Pouyani®

Received: 2023/10/12 Accepted: 2023/12/26

Abstract

Today, sustainability factors are becoming the main pillar of investment decisions and there is a clear need for
sustainability reporting standards and standards. Assuring global consistency to deliver consistent and reliable
comparable reports is fully realized. In this regard, in November 2021, the Trustee of the International Financial
Reporting Standards Foundation announced the formation of the International Sustainability Standards Board to
develop high-quality, global and comprehensive sustainability disclosure standards to meet the information
needs of investors, and in June 2023, the International Sustainability Standards Board published the
International Sustainability Financial Reporting Standard 1 titled General Requirements for Disclosure of
Sustainability-Related Financial Information and the International Sustainability Financial Reporting Standard 2
titled Climate-Related Disclosure. Despite the publication of the two standards mentioned above by the
International Sustainability Standards Board, there is no specific international financial reporting standard on
climate-related issues, while climate risk may affect several accounting areas. The immediate impact of climate-
related issues on the financial statements may not necessarily be quantitatively significant, but business entities'
stakeholders expect the business entity to explain how it considers climate-related issues in the preparation of
the financial statements and to involve the major assumptions, estimates and judgments related to climate
changes. Since climate-related issues are constantly growing and evolving, and business entities are forced to
take multiple actions to deal with climate changes, the business entities need to ensure that their financial
statements reflect the most up-to-date assessment of climate-related risks. In addition, the business entity must
ensure the consistency of the information provided to the stakeholders in the financial statements with the
information provided outside the financial statements such as the information provided in the management's
interpretive report. One of the stakeholders' concerns is the uneven application of international financial
reporting standards published by the International Accounting Standards Board for climate-related risks and the
disclosure of insufficient information about these risks in financial statements.
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