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PART ONE: SUMMARY 
 

1.1 Introduction 

Thank you for the opportunity to respond. 

This is a complex and fast-moving area of public policy. To understand our high-level recommendations, 
please see Figure 2, followed by grey boxes 1, 2 and 3 (on pages 6, 60, 74 and 77 respectively). 
Importantly this approach works with and builds on the recent changes to the Climate Change Response 
Act 2002 and proposes a regime that would apply to both the public and private sector. 

We apologise in advance for our approach and any resultant repetition. Our aim was to put forward the 
best design rather than what may be the most palatable for some stakeholders. The first four parts of this 
submission could be considered our working and thinking. Part 5 is our response to the specific 
questions. A list of abbreviations is also provided at the end of this document. 

The McGuinness Institute has been researching climate-related financial reporting for the past two years. 
In our October 2019 Discussion Paper 2019/01 – The Climate Reporting Emergency: A New Zealand case study 
(Discussion Paper 2019/01) we concluded that, in terms of climate-related disclosures, there is a significant 
gap between what users want and what preparers currently provide. This was evidenced by surveys and 
primary research undertaken by the Institute in New Zealand, and by reviewing a range of secondary 
research and literature from New Zealand and overseas. This work is not evidenced in this submission as 
it is referred to in Discussion Paper 2019/01, which is attached to this submission. However, we do 
evidence our recent research and other developments that have occurred between October 2019 and 
December 2019. This is an area where events are moving very fast. 

In making this submission, we acknowledge we have gone beyond responding to the questions posed in 
the Ministry for the Environment (MfE)/Ministry of Business, Innovation and Employment (MBIE) 
Discussion Document (the NZ Government Discussion Document). Our submission is premised on the Task 
Force on Climate-related Financial Disclosures (TCFD) framework being implemented and made 
mandatory in New Zealand. Given our research, we put forward our thoughts on the best way to embed 
TCFD principles and processes into New Zealand legislation without directly specifying ‘TCFD’ in law, 
who should undertake the standard and guidance setting, and who should be responsible for compliance. 
In our view, it is critically important that we make climate-related financial disclosures part of normal 
business practice. This means extending the role of existing standard-setters and compliance providers to 
ensure that New Zealand has a sound and trusted investment market that delivers financial stability and a 
climate information ecosystem that delivers suppliers, consumers, employees, consumers, policy makers, 
and citizens information that they can trust.  

New Zealand has a complex and – in some areas – outdated reporting infrastructure (such as no detailed 
definition of the content or requirement to file directors’ reports). Next year the Institute will publish our 
Project 2058 report Report 17 – Building a Reporting Framework Fit for Purpose. In our view, the current 
complexity is another reason why we should continue to work with the current system and retain the 
status quo. Although complex, preparers know where to go for guidance on financial reporting (the XRB) 
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and users know where to complain (for example, the FMA).1 We would like to see a strengthening of 
these organisations (which will require additional funding) and, in some cases, greater clarity over their 
purpose and role. 

Lastly, although as a result of our research we have become advocates of the TCFD, we believe the 
TCFD should not be mentioned in legislation. New Zealand has never mentioned international standards 
or international standard setters in legislation (such as IASB or IAASB). Instead the legislation refers to 
‘generally accepted accounting practice’ (see, for example, s 8 of the Financial Reporting Act 2013). We 
consider TCFD has become ‘generally accepted accounting practice’ and that a Statement of Climate 
Information (our preferred term) is a ‘report’, as referred to in s 8 of the Financial Reporting Act 2013. This 
would mean the XRB would not need to use TCFD if, in the future, another standard (such as the IASB) 
issued a better standard that became more generally accepted.   

Importantly, the TCFD relates to financial disclosures and as such would fit better as a financial reporting 
standard. However, to strengthen this in legislation, we suggest making changes to s 17 of the Financial 
Reporting Act 2013 to make clear a non-financial standard is also a possibility. In our view, the distinction 
between financial and non-financial data is an increasingly flawed concept.  The detail is explained in this 
submission, but if you would like a quick overview of our thinking, we suggest you refer to Boxes 1–3 (in 
grey) contained in this submission. 

Our submission is structured in five parts (see Figure 1 below). Part One (this section) summarises our 
approach and recommendations. Part Two sets out our rationale and aims to provide a wider context that 
we believe is relevant to consider in terms of finding the best way forward and Part Three supports Part 
Two, adding further background information. Part Four illustrates how fast this area of research and 
policy development is moving and, most importantly, how the needs of primary users are evolving. We 
list recent publications since our Discussion Paper 2019/01 was published in October 2019 and highlight 
interesting observations and research findings. Part Five contains responses to the specific questions in 
the NZ Government Discussion Document. We found it easier to set out our preferred approach before 
answering the questions. 

Appendices include: 

Appendix 1: Authors 
Appendix 2: Review of the possible location of TCFD disclosures within the current reporting system 
Appendix 3: An overview of legislative options  
 

Figure 1: Overview of this submission 

 
 

 
1  See https://www.fma.govt.nz/contact/make-a-complaint 
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1.2 Key recommendations 

Our overarching recommendation is that MfE and MBIE should develop a proposed strategy for 
determining which entities should be required to make mandatory climate-related financial disclosures 
and when they should be required to do so. We appreciate that the NZ Government Discussion Document and 
the resulting consultation aims to contribute to this objective. Our specific recommendations are: 

1. Use the existing legislative and financial reporting frameworks for determining who has to disclose 
climate-related financial disclosures and what they have to disclose (in this case to prepare, publish 
and file a Statement of Climate Information);2 
 

2. Require public entities and private entities to report on climate change mitigation and adaptation 
using the same reporting framework and applying the same standards and guidance;  
 

3. Implement a reporting framework as follows: 

Who: Require the following groups of entities, which we have called ‘external climate reporting 
organisations’, to disclose a Statement of Climate Information in their annual report: 

Group 1: Participants of the New Zealand Emissions Trading scheme (ETS) (under s 54 of the   
Climate Change Response Act 2002) (Section 2.2.1); 

Group 2: CCRA reporting organisations (under s 5ZW of the Climate Change Response Act 
2002 [CCRA]) (Section 2.2.2); and 

Group 3: XRB Tier 1 for-profit entities and public benefit entities (Section 2.2.3). 
 

What: Require a Statement of Climate Information to be signed by two directors and be audited. See 
Section 2.3. 

When: Require an annual Statement of Climate Information for all ‘external climate reporting 
organisations’. See Section 2.4. 

Where: Require the Statement of Climate Information to be located in the annual report and for the 
annual report to be filed for selected entities on the Companies Register. This will require the 
Companies Register to be extended to enable all entities (including public sector entities) to be 
required to publish a Statement of Climate Information (our preferred term), to also file on a Register. Our 
preference is that the Companies Register be extended, but a case could be made for a separate 
Crown Register. See Section 2.5. 

Why: Require a clear purpose and an understanding that the benefits exceed the costs for primary 
users and other stakeholders. Primary investors, wider stakeholders and government need timely, 

 
2  Note: Throughout this paper we have used the term Statement of Climate Information instead of Statement of Climate Change as we consider it to 

represent a more durable and more accurate title. Reasons include:  
(i) The climate will be undergoing a great deal of change and we believe change will be the new norm, hence the word change will become 

less relevant. For example, people are already referring to the ‘Climate Commission’ (rather than the Climate Change Commission).  
(ii) Users want to know a range of information specific to the entity – how the entity is being impacted by the climate and how the entity is 

impacting the climate. With the user in mind, the Statement of Climate Information makes more sense and enables a deeper and more 
integrated discussion about what information an investor needs and/or might want to know. 
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reliable, useful and comparable information over the risks and opportunities that exist now and in the 
future. See Section 2.6. 

How: Require the XRB to prepare a NZ TCFD-based reporting standard and assurance standard (as 
well as guidance) for all ‘external climate reporting organisations’. See Sections 2.7 and 2.8. 
 

4. Amend the following legislation in order to implement the recommendations above: 
 
(i) Climate Change Response Act 2002 – Include a new Part 6; 

Include a new Part 6 to require ‘external climate reporting organisations’ to  
o disclose an audited annual Statement of Climate Information;  
o require the Statement of Climate Information to be prepared in compliance with a reporting 

standard and assurance standard prepared by the XRB; and 
o to require the Statement of Climate Information to include the four core elements of the 

TCFD framework (governance, strategy, risk management and metrics and targets). 
See grey Box 1on page 60.  
 

(ii) Financial Reporting Act 2013 – Amend s 5, s 12 and s 17; 
o amend the definition of ‘financial reporting standard’ to include a non-financial reporting 

standard; 
o amend s 12 to include the requirement for a Statement of Climate Information; and 
o invoke s 17(2) to allow the External Reporting Board (XRB) to set a non-financial 

reporting standard for the Statement of Climate Information (that includes the four core 
elements of the TCFD framework). 
See grey Box 2 on page 74. 
 

(iii) Companies Act 1993 – Add a new section to require the Statement of Climate Information 
to be registered on the Companies Register.  

See grey Box 3 on page 77. 

 
Our approach draws a distinction between (i) those that establish the climate change disclosure 
obligations (i.e. the Minister for Climate Change and/or the Climate Change Commission) and (ii) the 
entity that initiates those requirements by providing standards, guidance and/or other pronouncements 
for preparers (i.e. the XRB). This means both the Minister for Climate Change and the Minister of 
Commerce and Consumer Affairs together would ensure the needs of users (in particular, primary users 
such as investors), preparers, assurance providers and regulators are met.4 We believe the XRB has the 
best expertise in terms of delivering trusted external reporting standards, assurance standards and 
guidance across both the public and private sectors.  
 

 
4  Note: Under our suggested approach, the specific regulations provision s 5ZX of the Climate Change Response Act 2002 would remain as it 

enables the Climate Change Commission or the Minister of Climate Change to require urgent one-off information or confidential 
information from selected organisations for their use, or where other international information requirements such as agreements, treaties or 
mechanisms are required to meet international information requirements.  
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The Institute considered a range of alternative approaches. We believe the solution, set out in Figure 2 
below and detailed throughout this submission, provides investors, directors, chief executives and other 
stakeholders with the best tools to manage climate-related financial risks and maximise opportunities and, 
at the same time, provides New Zealand policy makers, regulators and citizens with the most cost-
effective, durable and flexible framework in the short to medium-term. Importantly, our proposed 
solution embeds the TCFD principles and processes into law, but not the TCFD directly (therefore 
allowing a certain degree of flexibility). 

Figure 2: Proposed approach for embedding climate-related financial disclosures into legislation 

1.3 Accompanying documents 

As noted earlier, this submission draws on our recently published Discussion Paper 2019/01 – The Climate 
Reporting Emergency: A New Zealand case study and previous Institute publications. These are set out below: 
1. TCFD Survey (December 2019);
2. Oral Submission to Select Committee on the Climate Change Response (Zero Carbon) Amendment Bill

(November 2019);
3. Discussion Paper 2019/01 – The Climate Reporting Emergency: A New Zealand Case Study (October 2019);

mcguiunnessinstitute
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Figure 2: Proposed approach for embedding climate-related financial disclosures into legislation
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4. TCFD Strategy Exercise (October 2019). This was prepared for the TCFD workshops hosted with 
Simpson Grierson and held in Auckland and Wellington in October. Photos of the completed 
exercises can be found on our website, under Publications/Exercises; 

5. Working Paper 2019/06 – Analysis of Climate Change Reporting in the Public and Private Sector (September 
2019); 

6. Working Paper 2019/05 – Reviewing Voluntary Reporting Frameworks Mentioned in 2017 and 2018 
Annual Reports (September 2019); 

7. Think Piece 32 – Exploring Ways to Embed Climate Reporting in the Existing Framework (September 2019); 
8. GDS Index and Handbook (in particular the climate change strategy wheel) (May 2019); and  
9. Working Paper 2018/01: NZSX-listed Company Tables (March 2019). 

Additionally, the Institute is undertaking further research in the area: 

10. Working Paper 2020/01: ‘Directors’ Report’ Legislative Requirements: A review of New Zealand and other selected 
Commonwealth Jurisdictions (in press); and  

11. Report 17 – Building a Reporting Framework Fit for Purpose (in press). 

  


