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About the McGuinness Institute 

The McGuinness Institute was founded in 2004 as a non-partisan think tank working towards 

a sustainable future for New Zealand. Project 2058 is the Institute’s flagship project focusing 

on New Zealand’s long-term future. Because of our observation that foresight drives strategy, 

strategy requires reporting, and reporting shapes foresight, we developed three interlinking 

policy projects: ForesightNZ, StrategyNZ and ReportingNZ. Each of these tools must align if 

we want New Zealand to develop durable, robust and forward-looking public policies. The 

policy projects frame and feed into our research projects, which address a range of significant 

issues facing New Zealand. The six research projects are: CivicsNZ, ClimateChangeNZ, 

OneOceanNZ, PublicScienceNZ, TacklingPovertyNZ and TalentNZ. 
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1.0 Introduction 

 

The Institute congratulates the Foundation on this initiative and wishes to thank the trustees 

for seeking public feedback. 

 

The Institute agrees with many of the comments made in the Exposure Draft: 

• There is an urgent need for global sustainability reporting standards. 

• The Foundation should play a leading role in the development of such standards. 

• The creation of an international sustainability standards board (ISSB) under the 

Foundation’s governance structure is an effective and timely way to deliver 

sustainability reporting standards. 

• Prioritising climate standards is essential due to the urgent need for better information 

about climate-related matters. We also support a move to quickly meet information 

needs of investors on other environmental, social and governance (ESG) matters. 

 

2.0 Comments on the Exposure Draft (paragraphs in text) 

 

The focus will be on standards and information that is material to the decisions of 

investors and other participants in the world’s capital markets.  

Our view is that this requires a broader view of materiality than currently exists in the 

International Accounting Standards Board (IASB) Practice Statement 2.1 We are concerned 

that, if the IASB definition of materiality is applied to the ISSB standards, it would be 

problematic for both. We believe the IASB definition of materiality is too narrow. There 

needs to be a bridge between the two Boards and their respective standards, and it may be 

useful to consider whether the Practice Standards should be rewritten to, in effect, become 

that bridge. 

 

They [ISSB] will build on the well-established work of the Financial Stability Board’s 

Task Force on Climate-related Financial Disclosures (TCFD), as well as work by the 

alliance of leading standard-setters in sustainability and integrated reporting focused on 

enterprise value.  

New Zealand is in the process of passing the Financial Sector (Climate-related Disclosures 

and Other Matters) Amendment Bill,2 which places a requirement on our External Reporting 

Board (XRB) to produce standards that require certain entities to produce climate statements. 

The Institute has provided research and undertaken consultation to support this Bill.3 Our 

view is that the IFRS has been slow to respond to the climate emergency and, because of this, 

New Zealand and a number of other countries, including the UK, have had to push forward.  

 

Our chief executive, Wendy McGuinness, visited the offices of IFRS on 14 August 2019 to 

raise concerns over the growing gap between what was needed and what was being provided 

by IFRS in terms of climate reporting. The IFRS staff who attended the meeting made it clear 

 
1  See https://www.xrb.govt.nz/accounting-standards/ifrs-practice-statements-and-guides/ifrs-practice-

statement-2 
2  This omnibus bill will amend the Financial Markets Conduct Act 2013, the Financial Reporting Act 2013, 

and the Public Audit Act 2001 by implementing a single broad policy to broaden non-financial reporting, 
that is, requiring and supporting the making of climate-related disclosures by certain FMC reporting 
entities and supporting related matters. See https://www.parliament.nz/en/pb/bills-and-laws/bills-
proposed-laws/document/BILL_109905/financial-sector-climate-related-disclosures-and-other  

3  See Appendix 1 to this submission.  
 

https://www.xrb.govt.nz/accounting-standards/ifrs-practice-statements-and-guides/ifrs-practice-statement-2/
https://www.xrb.govt.nz/accounting-standards/ifrs-practice-statements-and-guides/ifrs-practice-statement-2/
https://www.parliament.nz/en/pb/bills-and-laws/bills-proposed-laws/document/BILL_109905/financial-sector-climate-related-disclosures-and-other
https://www.parliament.nz/en/pb/bills-and-laws/bills-proposed-laws/document/BILL_109905/financial-sector-climate-related-disclosures-and-other
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that IFRS was unlikely to commit to preparing climate-related standards in the short to 

medium term and that such standards were considered outside their remit. (This has proven to 

be correct, given the need to now change IFRS’s constitution.) On returning to New Zealand, 

the Institute, with others, worked hard to ensure New Zealand’s XRB were able to develop 

climate-related standards. This cumulated in the 2021 Bill, referred to above. 

 

Our point is that IFRS has been late to engage and that has had a detrimental impact. The 

question remains whether it is going to be possible for IFRS to enter this space late and 

deliver the much-needed guidance and standards that are required to deliver on the Paris 

Agreement. This will mean working with what the Exposure Draft refers to as sustainability 

standard-setters, such as New Zealand’s XRB. Therefore, the new ISSB will not only need to 

engage with and focus on TCFD, but also on new sustainability standard setters like the 

XRB. These relationships must be established early and will ideally help speed up the ISSB 

by learning the lessons of those who have traversed or are about to traverse this new terrain. 

 

We agree with the building-blocks approach and the need for the ISSB to work with 

standard-setters from key jurisdictions. This way, standards issued by the ISSB will provide a 

globally consistent and comparable sustainability reporting baseline, while also providing 

flexibility for coordination on reporting requirements that capture wider sustainability 

impacts. This will require a need for the ISSB to seek out lessons learned and, as such, will 

require a significant change in approach – from teacher to student. 

 

3.0 Comments on the Exposure Draft (five questions) 

 

Question 1: Do you agree that the amendments proportionately reflect the Trustees’ strategic 

direction, considering in particular: (a) the proposed amendments to the objectives of the 

Foundation, outlined in the proposed new section 2b of the Constitution, as set out in 

Appendix A; and (b) the proposed amendments to reflect the structure and function of the 

new board, outlined in the proposed new sections 43–56 of the Constitution, as set out in 

Appendix A? 

 

Box 1: The Foundation proposal, excerpt from section 2 (p.16) 

 

The objectives of the IFRS Foundation are:  

 

(a) through the IASB, to develop, in the public interest, a single set of high quality, 

understandable, enforceable and globally accepted financial reporting standards based 

upon clearly articulated principles. These standards should require high quality, 

transparent and comparable information in financial statements and other financial 

reporting to help investors, other participants in the world's capital markets and other 

users of financial information make economic decisions.  

 

(b) through the ISSB, to develop, in the public interest, a single set of high quality, 

understandable, enforceable and globally accepted sustainability standards based upon 

clearly articulated principles. These standards should require high quality, transparent and 

comparable information in corporate reports to help investors and other participants in the 

world’s capital markets in their decision-making and connect with multi-stakeholder 

sustainability reporting. 
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The Institute believes the existing proposal is repetitive, lacks clarity and creates unnecessary 

rigidity. Table 1 below, illustrates key differences between s2(a) and 2(b) of the proposal. 

 
Table 1: Analysis of the Proposal 

 

 2(a): IASB 2(b): ISSB 

Preparers Public and private sector Public and private sector 

Users type … help investors, other 

participants in the world’s 

capital markets and other users 

of financial information  

… help investors and other 

participants in the world’s capital 

markets … and connect with multi-

stakeholder sustainability reporting  

Benefit for 

User 

Economic decisions Decision-making 

Report type Financial statements and other 

financial reporting 

Corporate reports 

Reason why In the public interest In the public interest 

 

The analysis, shown in Table 1, indicates there is little difference between the two boards 

(see italics) and we would argue there is no difference between economic decisions and 

decision-making. This means the only significant difference is where the information is 

reported – the financial statements or corporate reporting. Our view is that corporate reports 

may be problematic and it may be better to focus on whether it is financial information or 

sustainability information. Our view is that these two boards will share common concepts and 

practice standards and, as such, the constitution should be future proofed.  

 

Option 1: A long-term durable and flexible solution 

Ideally, we consider the constitution should just state it can establish boards to manage 

international external reporting requirements and that those boards are required to meet 

certain characteristics (e.g. along the lines of the proposed new sections 43–56). Not defining 

the boards and the boards’ roles in the constitution, in our view, would create a more durable 

constitution, one where the trustees can evolve the Foundation as new needs (and possibly 

boards) emerge. However, given this would likely require a new Exposure Draft, the Institute 

has outlined in Box 2 a temporary solution. 

 

Option 2: A short-term durable and flexible solution 

The aim is to reduce duplication and make the roles clear and the goals concise. Box 2 sets 

out suggested changes in name. Figure 1 illustrates the suggested solution. 

 

Figure 1: The McGuinness Institute short-term proposal 
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Box 2: The McGuinness Institute proposal 

 

1. The International Financial Reporting Standards Foundation (IFRS Foundation) becomes 

the International Financial External Reporting Standards Foundation (IERS 

Foundation). 

 

2. The objectives of the IERS Foundation are to develop, in the public interest, high quality, 

understandable, enforceable and globally accepted standards based upon clearly 

articulated principles. These standards should require high quality, transparent and 

comparable information in the public reports of organisations to enable users to make 

investment, supply, purchase, employee and/or policy decisions. 

 

3. To do this the IERS will establish two boards:  

• The International Accounting Financial Standards Board (IFSB) will be responsible for 

preparing financial reporting standards for the preparation of regular external financial 

information. 

• The International Sustainability Standards Board (ISSB) will be responsible for preparing 

sustainability reporting standards for the preparation of regular external sustainability 

information. 

 

[Note: Italics refer to key changes in content from the proposal] 

 

 

Question 2: On the potential naming of the new board and its associated standards, do you 

agree that ‘the International Sustainability Standards Board (ISSB)’ setting ‘IFRS 

sustainability standards’ accurately describes the function of the new board and its associated 

standards? 

 

Yes. 

 

Question 3: Do you agree with this proposed consequential amendment, outlined in proposed 

new sections 60 and 61 of the Constitution, as set out in Appendix A? 

 

Yes. However, we do believe some consideration should be given to having key stakeholders 

sign off/certify the trustees of the IRS Foundation. For example, the FSB, NASD, the World 

Bank, G20, the United Nations, the OECD and/or the IMF could all certify support for the 

Foundation as the International standard setter of external information. This is to provide 

intentional authority to the foundation to be ‘the’ international reporting standard-setter, 

delivering comparable external information globally. 

 

Question 4: Are there any other matters you would like to raise in relation to the proposed 

targeted amendments to the Constitution? 

 

Please note the suggestion in response to Q1 for changing the name of the Foundation (by 

removing ‘Financial’ from the title). 
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Please note the suggestion in response to Q3 for providing more authority for the Foundation 

by having key stakeholders authenticate the Foundation as the international reporting 

standard-setter.  

 

Other Matters 

 

In times of uncertainty, a key weapon is timely, accurate and meaningful information – which 

can be summarised in the term ‘decision-useful information’. The Institute has continuously 

recommended the XRB work with IFRS. For example, see our Project 2058 report, Report 17 

– ReportingNZ: Building a Reporting Framework Fit for Purpose (2020), page 132, where 

we recommended ‘XRB to continue to work with all international accounting and assurance 

(including ethics) institutions to improve the usefulness and relevance of financial 

statements.’ 

 

We note in our 2020 report:  

 

‘International standard setters must evolve in response to emerging trends. In the for-profit 

sector, areas where improvement to international standards or guidance would be helpful 

include:  

 

• IFRS information provided outside the financial statements. The IASB currently focuses 

on financial statements, leaving guidance and legislation relating to annual reports to 

individual nation states. This highlights the issue of how to present and assure Generally 

Accepted Accounting Principles (GAAP) information in parts of the annual report other 

than the audited financial statements.  

 

• Non-IFRS information, such as Alternative Performance Measures (APMs), provided 

within financial statements. The Institute does not believe financial statements should 

contain non-GAAP information, as this undermines the integrity of financial statements 

and may lead to confusion for investors.’ 

 

We consider the pressure being placed on financial reporting will be alleviated, to some 

extent, by the creation of the sustainability standards. However, we consider that the growth 

of non-IFRS information in financial statements needs to be identified, considered, assessed 

and policed to ensure the financial statements contain only IFRS information. To some 

extent, the boundaries of financial and sustainability reporting will need to negotiated by both 

boards. This will require collaboration and perhaps shared practice statements. 

 

As we transition to ‘decision-useful’ information, we will need to learn by doing. This means 

we will need to continue to undertake relevant and timely research to inform standard setting. 

The Institute is committed to doing this work in New Zealand in the short term (see our 

research to date listed in Appendix 1) but we expect the XRB will go on to lead this work in 

the years to come. However, it is a timely reminder that the profession must continue to learn 

by doing, especially during times of uncertainty. For example, the IASB has a lot of work to 

do given the growing gap between the value of net assets on financial statements and the 

value in the market (e.g. intangibles), meaning both boards will need to work hard on 

providing ‘decision-useful’ information. 

 

The new board will need to engage in foresight. This is going to be critically important in 

times of uncertainty, particularly given the triple crisis that the world currently faces: the 

https://www.mcguinnessinstitute.org/publications/project-2058/
https://www.mcguinnessinstitute.org/publications/project-2058/
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pandemic, climate change (as indicated by TCFD) and biodiversity loss (as indicated by the 

Taskforce on Nature-related Financial Disclosures [TNFD]).4 Appendix 2 includes two 

articles; one written on a potential pandemic (2005) and the second on climate change (2006). 

The accounting profession has understandably been backward looking, but that is no longer 

appropriate. We need to consider how best to produce forward-looking information – and that 

will mean focusing on usefulness not accuracy. This will be a difficult transition for many in 

the profession. 

 

Given all of the above, it will be very important for the Foundation to commit to, nurture and 

guide the new ISSB as the new board will need to navigate a diverse range of vested interests 

and develop working relationships with a number of new organisations. It will also need a 

great deal of additional resources in order to deliver on its purpose. There are challenging 

times ahead and the world will need a diverse group of experts, working together with a large 

number of stakeholders, to deliver durable and reliable guidance and standards. This will be 

hard work, requiring a different approach; perfection should not be allowed to get in the way 

of useful. Mistakes will need to be tolerated and quick changes in direction accepted, simply 

because it is the right thing to do. Put simply, a fast-fail standard-setting culture will need to 

be the norm for the ISSB, which will be in complete contrast to the existing cultural paradigm 

of slow and cautious standard-setting by the IASB. 

 

Thank you for the invitation to comment. The work the Foundation does is critically 

important for the future of the planet; thank you for reading and considering our suggestions. 

If you have any questions, please do not hesitate to contact the Institute. 

 
4  See https://tnfd.info  

https://tnfd.info/


 9 

Appendix 1: Relevant McGuinness Institute Publications 

 

In addition to the three key reports listed below, the Institute has published a number of more 

specific research papers, called Working Papers. A full list can be found on the website here: 

https://www.mcguinnessinstitute.org/publications/working-papers. We are currently 

undertaking some research that analyses NZSX-listed annual reports for mentions of Non-

IFRS information, such as Alternative Performance Measures (APMs), in the financial 

statements of annual reports (see upcoming Working Paper 2021/15:Analysis of NZSX-listed 

companies by Non-IFRS information). 
 

Three key reports: 

  

• Discussion Paper 2019/01 – The Climate Reporting Emergency: A New Zealand case 

study (2019) 

 

• Report 17 – ReportingNZ: Building a Reporting Framework Fit for Purpose (2020). See a 

full list of supporting Working Papers in Appendix 1 (images below). 

 

• Working Paper 2021/06 – Reviewing TCFD information in 2017–2020 Annual Reports 

of NZSX-listed companies (2021) 

 

 
 
 

 

 

 

 

https://www.mcguinnessinstitute.org/publications/working-papers
https://www.mcguinnessinstitute.org/publications/discussion-papers/
https://www.mcguinnessinstitute.org/publications/discussion-papers/
https://www.mcguinnessinstitute.org/publications/project-2058/
https://www.mcguinnessinstitute.org/publications/working-papers/
https://www.mcguinnessinstitute.org/publications/working-papers/
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Appendix 2: Articles for the New Zealand Accountant’s Journal (2005 and 2006) 
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