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Abstract 
The Environmental, Social and Governance (ESG) reporting obligations are fundamentally changing corporate governance in Australia, and in particular for the mid-sized Australian Securities Exchange (ASX) listed corporations. Australia’s ESG reporting is within a regulatory frame, which includes legislative, regulatory and voluntary disclosure frameworks. The aim of the study is to evaluate the impact of ESG Reporting Obligations on Mid-Sized Australian Corporations. The principles of ESG reporting that call for ethical business practices, transparency and risk management are the ones that listed entities should adhere to when reporting on ESG. Specific barriers persist including irregularities in disclosure practices together with ambiguous legal circumstances. The ESG regulatory framework of Australia should incorporate international best practices and legal precedents to prevent ESG momentum loss and foster mid-sized corporation success in the current legal and investor and societal environment. This methodology will sustain ESG progress as it enables medium corporations to maintain their competitiveness by meeting evolving market standards. Future investigations need to examine the extended financial results of ESG compliance for mid-sized companies specifically regarding their business profitability and investment appeal and regulatory outcomes.
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Introduction 
There is rising regulatory demand across the globe regarding corporate governance. In this context, Environmental, Social, and Governance (ESG) considerations have now become a part and parcel of corporate governance. In today’s market, financial markets, investors, and regulatory bodies attach more importance to ESG and ethical corporate conduct, forcing companies to integrate ESG principles into their business operations (Gary, 2019). In Australia, ESG compliance has developed with changed investor interest, heightened regulatory development, and rising societal calls for business accountability (De Silva Lokuwaduge & De Silva, 2020). The Australian Securities Exchange (ASX) Corporate Governance Principles and Recommendations offer a basic framework for companies to disclose governance practices, including ESG related practices, to encourage them. This set of principles encourages transparency, responsible business behavior, and the long-term sustainability so that companies are answering to shareholders, stakeholders, and the entire public.
Mid-sized ASX listed corporations find significant hurdles in meeting the ESG reporting requirements. These requirements generally fall on large corporations who usually possess the financial means and infrastructure to incorporate ESG reporting into their corporate strategy (De Silva Lokuwaduge & De Silva, 2020). This results in ESG reporting being an inherently complex one, with no uniform disclosure standards and developing regulatory regime and many resources needed to comply. Even mid-sized corporations lack the expertise and dedicated team in sustainability that larger companies have and often do not know the ins and outs of disclosing against ESG requirements (Hollis, 2024). In addition, compliance costs such as data collection, third party auditing and regulatory reporting impose financial burden on these entities, which already undertake a limited resource base to perform in the capital market. Therefore, to meet the ASX’s recommended governance standards, mid-sized corporations may find it difficult to maintain profitability and shareholder value.
As ESG considerations become more important to corporate governance, there is a need to assess the legal implications of ESG reporting obligations for Australian mid-sized corporations. This paper examines how the regulatory framework on ESG disclosures affects companies’ compliance with it, how the challenges for compliance are dealt with, and the influence of compliance on corporate governance as well as the financial performance of companies. It is useful to ascertain whether medium sized corporations can strike a balance between the legal and the ethical obligations and commercial viability. Furthermore, there is a need to evaluate the possible legal and regulatory reforms that can facilitate the ESG compliance while minimizing the disproportionate burden on the mid-sized corporations. For this, the paper implements a doctrinal legal methodology which evaluates ESG compliance duties through analysis of legal texts including statutes together with regulatory instruments including the ASX Corporate Governance Principles and ASIC and APRA enforcement approaches and relevant judicial decisions. This research utilizes an examination from both EU and US ESG systems to position Australia's regulatory framework. This article contributes to current ESG regulation and corporate accountability rhetoric by looking at these critical issues.
Legal and Regulatory Framework
ESG Reporting in Australia
Australia’s ESG reporting is within a regulatory frame, which includes legislative, regulatory and voluntary disclosure frameworks. Essentially, these obligations are founded on Corporations Act 2001 (Cth) which imposes general financial reporting duties on companies including the obligation to report material risks that may affect financial performance. Under section 299A (1) of the Corporations Act, directors of listed entities are required to include in their annual report, an operating and financial review (OFR) which includes discussion of key risks including ESG related risks where material. The purpose of this provision is to provide a statutory basis for ESG disclosures, especially with regard to financial sustainability and exposure to risk. The mandatory disclosure requirement transforms ESG risks into financial reporting obligations that legally bind directors to report sustainability matters affecting performance.
In addition, the ASX Listing Rules require listed corporations to disclose material business risks under Listing Rule 3.1. The ASX Corporate Governance Principles and Recommendations (4th Edition) also reinforce the principle of structured approach to governance, sustainability and ethical corporate conduct. In particular, these recommendations recommend that listed entities disclose how they identify and manage ESG risks, as set out in particular in Principle 7. For example, Australian Securities and Investments Commission (ASIC) and Australian Prudential Regulation Authority (APRA) have also provided guidance on the disclosures that are required on climate related matters. In particular, ASIC emphasises the need for transparency in the disclosure of climate risk, including warning of greenwashing which may constitute a breach of section 1041H of the Corporations Act (prohibition of misleading or deceptive conduct in financial markets).
Yet given that there are no single and legally binding ESG reporting regime in Australia, the absence of such framework increases compliance uncertainty, especially for medium-sized corporations unable to comply with a set of frameworks. There are many Australian companies that voluntarily reference international frameworks such as the Task Force on Climate-Related Financial Disclosures (TCFD), the Global Reporting Initiative (GRI) and emerging International Sustainability Standards Board (ISSB) standards (Goswami, Islam & Evers, 2023). Yet, due to the absence of a standardized model for regulation of the corporate sector, there has been fragmentation and inconsistent reporting practices in all the corporate sector. Nonetheless, companies may face reputational harm along with regulatory inspection for misleading disclosure if they fail to comply with ASX Corporate Governance Principles without valid explanations. The Corporations Act contains relevant provisions in sections 1041H and 769C to address inaccurate and misleading ESG disclosures. ESG currently exists as an essential regulatory and legislative reform which aims to meet investor demands and legal standards among mid-sized corporations.
ASX Corporate Governance Principles and ESG Disclosure
ESG disclosure exists as a part of the ASX Corporate Governance Principles and Recommendations (4th Edition) which stands as the core standard for corporate governance. Listed entities need to follow ESG reporting principles that focus on ethical conduct together with transparency and risk assessment in their ESG reporting. The requirement for organisations to develop a culture of lawful ethical and responsible action in Principle 3 demands disclosure of sustainability risks along with management explanations. The requirement of Principle 7 demanded that listed entities needed to detect material environmental and social risks which could impact their operational capabilities and financial results.  Nevertheless, if companies adapt these principles into their governance framework, they would increase their investor confidence and demonstrate their corporate accountability.
The “if not, why not” disclosure approach of the ASX Principles requires listed corporations to either follow recommendations or explain why they are not followed. This pressure for alignment with ESG expectations and more corporate transparency is generated by this mechanism (De Silva Lokuwaduge & De Silva, 2020). Nevertheless, while these principles set out the apex of best practice guidelines, they do not carry legally binding obligations on ESG disclosure. There are advantages and challenges associated with the discretionary nature of ESG reporting under the ASX framework. Flexibility provides for the capability of small and mid-sized corporations with few financial and administrative resources to tailor disclosures to their specific resources (Handley, 2013). At the same time, lack of mandatory ESG reporting means inconsistent disclosure standards, greenwashing, incomplete reporting and can lead to regulatory arbitrage (Frankel, Kothari & Raghunandan, 2024). This absence of uniformity underscores the requirement for more transparent regulatory codes of conduct both among and for the entire corporate sector to ensure meaningful and well comparable ESG disclosures.
Regulatory Oversight and Enforcement Mechanisms
Ensuring that Corporate disclosure of ESG obligations in Australia is enforced primarily rests with the Australian Securities and Investments Commission (ASIC) as the agency has tightened corporate compliance requirements in this area. Specifically, ASIC has pointed out that ESG commitments made by companies, in and of themselves, may not be a per se breach of the Corporations Act 2001 (Cth) but making misleading sustainability disclosures could tantamount to a breach (ASIC 2024). Section 1041H of the Corporations Act prohibits financial market deception whereas section 769C requires companies to prove all ESG and sustainability claims in their product or service disclosures. ASIC has pursued enforcement action against companies that practice greenwashing, which demonstrates that the regulator intends to prosecute companies which make unsubstantiated or excessive sustainability claims. ASIC (2024) issued warning statements about making vague ESG statements which lack verification due diligence because such practices could be considered misleading conduct. The regulatory environment now puts more emphasis on enforcement than previous supportive guidelines despite the existing voluntary basis of disclosure requirements.
At the same time, the Australian Prudential Regulation Authority (APRA) published climate risk disclosure expectations in financial institutions signal follow-up of broader ESG regulatory framework. The guidance on identification, assessment and disclosure of climate related risks to financial industry entities is provided by APRA in its Prudential Practice Guide CPG 229 (Climate Change Financial Risks) and calls for industry entities to align their approach with international standards such as the Task Force on Climate Related Financial Disclosures (TCFD). APRA’s guidance is aimed mainly at banks, insurers and superannuation funds, but its wider implications have implications for ESG reporting requirements across the corporate sector.
Although there has been plenty of regulatory progress in the collection of ESG disclosure obligations, there is still a long way to go on this front. Without prescriptive ESG reporting requirements, mid-sized corporations have no clear answer on the scope, depth, and format for disclosure. Mid-sized firms fall disproportionately in their ability to translate the shifting regulatory expectations into something that can be forwarded to an engaged sustainability team or framework (Hollis, 2024). In addition, there are differences in the degree of compliance in terms of enforcement mechanism. The largest corporations have higher maturity of ESG disclosure than mid-sized companies (Morais et al., 2020). Since there is no uniform statutory framework for ESG reporting, clearer legislative reforms that would enhance regulatory certainty, minimize enforcement inconsistency and could also help mitigate such regulatory arbitrage between the various corporate tiers, are needed.
Compliance Challenges for Mid-Sized ASX Corporations
Resource Constraints and Reporting Burdens
As a rule, mid-sized corporations listed on the Australian Securities Exchange (ASX) adopt ESG reporting rules; however, they are unprepared and unable to meet the economic and operational challenges associated with the implementation of ESG reporting obligations. Unlike large multinational companies that have dedicated sustainability teams, external consultants and strong compliance infrastructure smaller mid-sized entities have to dedicate portion of their scarce resources to ESG compliance while trying to makie a profit and shareholder returns. Specifically, section 299A of the Corporations Act 2001 (Cth) requires listed companies to disclose material business risks, including those that relate to environmental and social sustainability. This however would entail massive investment in data collection, ESG audits and sustainability reporting software by the mid-sized firms.
ASIC v Rio Tinto Ltd (2018) is an example of the risk of insufficient ESG disclosures. ASIC brought an action against Rio Tinto for failing to disclose material financial risks relating to their coal assets, a precaution that companies like these should take to ensure that their ESG measures are being properly and fully reported. However, large corporations like Rio Tinto are able to correct its reporting failures, while mid-sized corporations unable to make corrects if its disclosures are found to be deficient.
Legal Ambiguities and Interpretation Issues
Another major challenge is that of understanding what requirements are around ESG disclosure. Mid-sized corporations do not have uniformity in how they assess, measure, and disclose ESG risks without uniform mandatory ESG reporting standards (Hollis, 2024). The ASX Corporate Governance Principles encourage listed entities to acknowledge and handle material ESG dangers however they do not outline explicit reporting codes or standardized metrics (Climate Disclosure Standards Board, 2022). Therefore, midsize firms must end up determining what ‘material’ ESG risk means to them within their business operations leading to inconsistent and fragmented disclosure practices.
In this context, principles shown in the case of Australian Securities and Investments Commission v Hellicar are a warning as to the adverse consequences that can arise from a subjective approach to the requirements of disclosure. In this case, James Hardie made misleading claims about its financial position and risk, which got it fined heavily. Even if the case was not about ESG disclosure itself, it shows that failing to disclose material corporate risks adequately is a legal and reputational risk. The Corporations Act has a similar likelihood to apply to mid-sized corporations if investors or regulators believe ESG disclosures are incomplete or misleading, given section 1041H prohibition of misleading or deceptive conduct in financial markets.
The landscape is further complicated by the increasing number of climate-related financial risk guidance issued by ASIC and APRA. CPG 229 by APRA outlines the expectations of climate risk disclosure and advises companies to line up on international standards like Task Force on Climate-Related Financial Disclosures (TCFD). Nevertheless, mid-sized corporations do not have the legal expertise and internal capacity to interpret and implement these evolving standards therefore compromising the corporations’ exposure to compliance risks.
Stakeholder and Market Pressure
Mid-sized ASX-listed companies have regulatory, legal as well as investor, consumer and stakeholder pressure to improve ESG disclosure. ESG focused investment funds, superannuation funds and asset managers are demanding higher transparency and accountability in corporate sustainability practices, particularly. In case of failing to meet these expectations, it could lead to a lack of investor confidence, increased capital costs, and even divestment. McVeigh v Retail Employees Superannuation Pty Ltd (2019) is a landmark example of the increasing influence of ESG related investor activism. This is an example of an Australian superannuation fund being taken to court because it did not disclose appropriately how it had considered climate change risk in its investment decisions. This point reflects towards the growing wave of investors that are willing to take legal action over inadequate ESG reporting.
Additionally, consumer advocacy groups as well as the non-government organizations (NGOs) are questioning corporate sustainability claims and that is called green washing; the practice of making false environmental promises to gain commercial gain. ASIC has specifically warned companies that false or deceptive conduct in relation to ESG disclosures may constitute false or deceptive conduct under the Australian Consumer Law (Schedule 2 of the Competition and Consumer Act 2010 (Cth)). Since mid-sized corporations may not have the financial and legal resources for defending against regulatory investigations or class actions, ensuring the accuracy of ESG disclosures is vital to protect corporate reputation as well as trust of the investors.
Growing involvement of ESG into capital market and consumer behavior requires the midsize companies to balance the regulatory compliance, investor expectations and financial sustainability. Large corporations generally have the means to create sophisticated ESG frameworks, while mid-sized firms have inherent constraints and much less resources to work with when coping with these risks. ESG regulations in Australia are evolving and provide the need for more legal clarity, the development of standardized disclosure framework, and the specific regulatory support, which allows mid-sized corporations to comply with ESG expectations without putting its operations in jeopardy.
Comparative Analysis and Best Practices
International Approaches to ESG Reporting
The key contribution from this analysis is in providing useful insights for Australian regulators based on a comparative analysis of Environmental, Social and Governance (ESG) reporting frameworks of jurisdictions, such as the European Union (EU) and the United States (U.S). The EU Corporate Sustainability Reporting Directive (CSRD) is probably the most comprehensive ESG reporting mandate at a global level, aimed at large and listed companies to report detailed disclosures (Jyrinki, 2024). CSRD implements compulsory specifications regarding ESG metrics along with reporting scope and verification processes allowing EU investors to interpret data consistently under legal protections. CSRD is an expansion on the Non-Financial Reporting Directive (NFRD) requirements with the ESRS which implement consistency and comparability ESG disclosure requirements (Roguet, 2024). The CSRD is legally binding, and this shows the EU’s strong commitment to corporate sustainability against Australia’s principles based approach under the ASX Corporate Governance Principles and Recommendations.
In the U.S, the Securities and Exchange Commission (SEC) has also launched climate related disclosure rules, mandating publicly listed companies to disclose on the nature of climate related financial risks, greenhouse gas (GHG) emissions and financial impacts from the climate change. This is a move that coincides with investors’ expectations and is consistent with growing ESG transparency demands. ESG disclosures already come with legal risks, as evidenced in In re Exxon Mobil Corp Securities Litigation, where investors claimed Exxon Mobil misled investors about its climate risk assessments. The U.S. case provides Australian regulators with significant knowledge for their regulatory work. The court established that companies become legally responsible for material ESG disclosure omissions which include hiding transition risks in ways similar to s 1041H violations of the Corporations Act 2001 (Cth). This case illustrates the risks that inadequate or misleading ESG disclosures can bring and Australian companies’ need to accurately and verifiable report ESG to prevent liability under s1041H of the Corporations Act, which prohibits misleading conduct in financial markets.
Although a number of countries have progressed internationally, Australia continues to have a voluntary, principles based ESG reporting framework, which is primarily guided by the ASX Corporate Governance Principles and Recommendations. This framework does not require mandatory disclosures as it is an encouragement to sustainability disclosures, unlike EU or US standards (ASX, 2020). The Australian approach receives praise for its flexibility yet it might fall short in terms of delivering both necessary enforcement capabilities and exact reporting standards for ESG matters. While it is flexible, it neither helps huge corporations that lack compliance resources or gives coherence to reporting, creates uncertainty for investors, or has green washing risks. Comparison with Europe and U.S. mandatary ESG reporting regimes paints a picture of Australia’s discretionary ESG reporting regime to the detriment of corporate transparency and the investor’s confidence in their capital markets.
Challenges and Compliance Trends in Mid-Sized Australian Corporations
While ASX regulations remain ambiguous about ESG governance, many mid-sized ASX listed corporations are proactively incorporating it into their operations. Well established ESG reporting framework translates into stronger investor confidence, reduction in risks, better long term financial returns for companies (De Silva Lokuwaduge & De Silva, 2020). Nevertheless, there are some major hurdles to overcome future, namely inconsistency in disclosure practices and legal uncertainties. For example, global mining services company Orica has achieved alignment of operations with sustainable practices by installing nitrous oxide reduction technology at its plants to reduce emissions (Witt, 2023). Orica has elevated the investor trust by setting ambitious carbon reduction targets, and has also placed itself at an advantage in a market more dedicated to sustainable investment opportunities.
However, a study comparing the disclosures made by ASX listed industrial companies on environmental sustainability points out gaps, wherein there are inconsistencies in the way ESG topics are reported in their annual reports (Shabbir, 2022). It results in an increase in the investor uncertainty and reputational risks, which in turn calls for enough explanatory regulatory clarity. However, Fortescue Metals Group has also demonstrated an aggressive line of renewable energy, spending $6 billion on de-carbonization projects (Jackson, 2022). Fortescue’s early take up of green technologies, in spite of skepticism from the financial community, is evidence of the potential economic benefits of ESG strategies that are proactive.
Nonetheless, there is legal pressure on mid-sized companies that don’t meet ESG disclosure expectations. Australian Securities and Investments Commission v GetSwift Limited is demonstrative of the legal obligation for transparent corporate disclosures, where GetSwift Ltd found to have misled investors regarding its financial performance. The case does not concern an ESG matter directly, but it is an example of the broader regulatory risks for companies if they fail to offer accurate and reliable public disclosures.
Implications for Australian ESG Regulation
The reporting consistency and reduced investor uncertainty would be improved by having a clearer and more harmonized ESG regulatory framework in Australia. Although mandatory ESG disclosures, as in the EU and US, may be difficult for mid-sized corporations, especially given inconsistencies and greenwashing risks, there is room to develop minimum reporting standards to reduce some of the challenges associated with disclosing ESG information.
Mid-sized companies that want to meet apparent compliance challenges through the integration of sustainability criteria into financial risk assessments, should develop internal ESG governance structures such as dedicated ESG committees (Goswami, Islam & Evers, 2023). If otherwise aligned, disclosures could assist in bridging the gaps of corporate accountability and regulatory preparedness in relation to the TCFD.
In addition, relevant bodies such as ASIC and APRA must implement stronger forms of enforcement mechanisms to prohibit misleading ESG statements. Adequate corporate disclosure protects companies from major legal and financial risks that are demonstrated through ASIC v GetSwift. This would help reduce these compliance uncertainties and pave a more transparent, sustainable path for a corporate world.
Australia can adopt and modernize the ESG regulatory framework by exploring the international best practices and legal precedents to not lose traction in the ESG aspect, while encouraging the mid-sized corporations to remain competitive and fit in the current changing legal, investor, and the societal perspective.
Recommendations and Future Directions
Regulators should consider a standardized ESG reporting framework aligned with global best practices to improve ESG compliance among the mid-sized Australian corporations. The introduction of mandatory disclosure requirement will enhance consistency, comparability, and transparency so as to address current ambiguities and to minimize the risk of greenwashing. At the same time, ASIC and APRA should step up enforcement action by seeking to prosecute parties issuing misleading sustainability disclosures in particular. It would legitimize corporate accountability and maintain trust in ESG related financial reporting by investors. In addition, mid-sized corporations would be more favorably supported by targeted government interventions in the form of financial and technical incentives, along with access to ESG reporting tools.
From a corporate governance perspective as regards sustainability risks, for a mid-sized corporate, it will be important to have strong ESG oversight structures that facilitate the engagement of boards to the same. Recent empirical research by Propheta, Irmadariyani, and Kustono (2025) further highlights that ESG disclosure can influence firm value, particularly where there is effective governance and reporting strategies by firm size. ESG principles should be embedded into the corporate strategy and risk management frameworks so as to enhance compliance with recommended codes of practice and build and maintain stakeholder trust. Additionally, it is critical to the anticipation and alignment of disclosures to internal reporting mechanisms that are capable of supporting disclosures to investor and regulatory standards.
Future research should focus on the long term financial consequences of ESG compliance on mid-sized corporations in terms of its impact on profitability, attractiveness for investment and on regulatory performance. Empirical studies examining the effects of recent ESG reform regulations would also be of great value to policymakers and corporate decision makers to refine Australia’s ESG reporting landscape.
Conclusion
The Environmental, Social and Governance (ESG) reporting obligations are fundamentally changing corporate governance in Australia, and in particular for the mid-sized ASX listed corporations. The principles of the ASX Corporate Governance Principles and Recommendations are founded on principles without the requirement for mandatory ESG disclosure, and in conjunction with regulatory inconsistencies and resource constraints, pose great challenges to the compliance of mid-sized firms. The challenges arising from these give rise to uncertainty in ESG reporting practice, which may lead to greenwashing, reputational risks and investor skepticism.
However, the rise of the global momentum toward standardized ESG reporting framework reflected in the Europe Union’s Corporate Sustainability Reporting Directive (CSRD) as well as U.S. Securities and Exchange Commission (SEC) climate disclosure rules demonstrates that Australia ought to strengthen its approach. Instead, mid-size companies could be supported by government aid on a target basis for ESG disclosure standards that are clearer, pin down prevailing standards and implementing a balance between ESG and financial stability, all supplemented by ASIC and APRA strengthening regulatory oversight.
Moving forward, corporate governance reforms should focus on the development of ESG risks by the board level, integration of sustainability into business strategy, as well as improvements on internal reporting mechanisms. However, by making ESG risks more transparent and accountable, as well as by reinforcing investors’ confidence, Australian regulators and corporate leaders will be better positioned to mitigate ESG risks and enhance long term corporate sustainability. These regulatory gaps have to be addressed to ensure Australia maintains a leading edge in ESG reporting, and to help establish Australia’s corporate sector as more resilient and more responsible.
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