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Table 1: Government institutions involved in carbon offsetting

Name of Core Role in relation to carbon Relevant legislation,
institution function offsetting standards or guidance

Ministry

for the
Environment
(MFE)

Climate
Change
Commission
(cce)

External
Reporting
Board (XRB)

Financial
Markets
Authority
(FMA)

Commerce
Commission
(ComCom)

Environmental
Protection
Authority
(EPA)

Energy
Efficiency &
Conservation
Authority
(EECA)

Policy
adviser
and system
steward

Independent
adviser

Standard

setter

Regulator

Regulator

Regulator

Promoter

Leads the development of
climate policy and plans and
provides stewardship over
the regulatory systems for
environmental management
and climate change.’

Provides independent,
evidence-based advice to
the Government to support
New Zealand’s transition to
a climate-resilient, low-
emissions future.*

Develops reporting strategies
and frameworks, financial
reporting standards, climate
standards and auditing

and assurance standards

to ensure the provision

of trusted, integrated
information that meets users’
needs.’

Principal conduct regulator
for financial markets,
ensuring they are fair,
efficient and transparent.”

Enforces laws relating to
competition, fair trading,
consumer credit and
economic regulation.™

New Zealand’s national
environmental regulator,
ensuring New Zealand is
meeting its international
obligations around
environmental protection.”

Delivers regulations,
standards, guidance and
grants to promote and
support energy efficiency,
energy conservation and
the use of renewable energy
sources.

Manages policy and rules
around the New Zealand
Emissions Trading Scheme (NZ
ETS) and provides guidance

on voluntary climate change
mitigation, including voluntary
offsetting.?

Advises the government on
emissions budgets, emissions
reduction targets and policy,
and the setting of the NZ ETS.®

Sets mandatory climate related
disclosure standards for climate
reporting entities (CRESs).® See
Table A8 on p.95.

Monitors and enforces
compliance with New Zealand
Climate Standards (NZ CS)
and ensures disclosures

are substantiated and not
misleading. Provides guidance
to support compliance.”

Ensures environmental claims,
including ‘carbon offset’

and ‘carbon-neutral’ claims,
are substantiated and not
misleading, and therefore
comply with the Fair Trading
Act 1986. Provides guidance to
support compliance.”

Manages the New Zealand
Emissions Trading Scheme
(NZ ETS) (with MFE), including
compliance, reporting and
market information, and
operates the New Zealand
Emissions Trading Register.®

Provides insights on voluntary
carbon mitigation and
commissioned Motu to produce
a report on this topic.”®
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Interim guidance for
voluntary climate change
mitigation®

India tonu nei: a low
emissions future for
Aotearoa - Advice to the
New Zealand Government
on its first three emissions
budgets and direction for
its emissions reduction plan
2022 - 2025°

Financial Sector (Climate-
related Disclosures and
Other Matters) Amendment
Act 2021

Aotearoa New Zealand
Climate Standard 1:
Climate-related Disclosures
(NZCS1)°

Proposed guidance and
expectations for keeping
proper climate-related
disclosure records®™

Climate-related Disclosures
Monitoring Plan 2023~
2026"

Environmental Claims
Guidelines: a guide for
traders'®

Climate Change (Unique
Emissions Factors)
Regulations 2009 (for NZ
ETS regulatory units only)

Energy Efficiency and
Conservation Act (2000),
s20

Boosting voluntary climate
action in Aotearoa New
Zealand - an overview %



Preface

Carbon offsetting has become increasingly controversial as an approach to addressing climate change. Many
see it as a form of greenwashing or as a way for companies to reduce their emissions without having to make
any changes to business practices. The unregulated nature of the Voluntary Carbon Market (VCM) has also
fuelled uncertainty about the reliability, quality and price of carbon credits. However, we believe that carbon
offsetting has the potential to accelerate the reduction of global emissions, and in so doing, deliver real
benefits to countries, companies and other stakeholders.

Transparent, reliable and useful information on carbon offsetting will be critical if we wish to deliver on
this potential.

Our research found that disclosure requirements for carbon offsetting, both internationally and in New
Zealand, are minimal, and tend to focus on planned future use rather than current use. This has resulted in
a sustained lack of confidence in and understanding of carbon markets among the public, among businesses
and among investors.

Variability in both the quality and cost of carbon credits contributes to ongoing market uncertainty.
Mandatory disclosure standards for the users of carbon credits, supported by clearer guidance, would play a
significant role in restoring confidence and encouraging greater investment in carbon markets.

We hope this paper helps challenge prevailing scepticism about the role and value of carbon credits,
particularly regarding the purchase and retirement of offshore (international) units. Although the current
Government has characterised the purchase of offshore credits as too costly and not in New Zealand’s
interests, the country’s global brand and export driven economy remain highly exposed to the impacts of
climate change. Investing in tools such as carbon offsetting is therefore not only prudent but aligned with
New Zealand’s long term economic and environmental interests. In our view, no tool should be ruled out
until a comprehensive emissions-reduction strategy has been developed, consulted on, tested, and approved
by Cabinet. The stakes for New Zealand’s international reputation are too high for this issue to be addressed
in an ad hoc or piecemeal way.

Additionally, decisions must be considered in light of the costs of inaction or delay. Climate change has
already cost trillions of dollars in damages globally, and these costs will rise exponentially as temperatures
increase and climate tipping points are crossed. Postponing actions such as purchasing carbon credits will
likely prove more expensive in the future, given that credit prices are projected to rise significantly. The
challenge is to use the tools that we have available today to deliver outcomes that are in the best interests of
New Zealanders, now and in the future.

The three key takeaways of this paper are:

1. Carbon offsetting, particularly through the purchase of international carbon credits, is a valuable and
cost effective tool for reducing global emissions.

2. New Zealand may be an island, but we cannot afford to think like one. Upholding our international
commitments and maintaining global trust is essential; the alternative is neither credible nor sustainable.

3. Mandatory offsetting disclosure standards, supported by clearer guidance, would significantly improve
transparency, restore confidence, and encourage greater investment in carbon markets.

o — =
Wendy McGuinness

Chief Executive
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1.0 Introduction

In 2024, average global temperatures exceeded 1.5°C above pre-industrial levels for the first time, with

the frequency, length and severity of extreme weather events being almost double the 2003-2020 average,
according to new satellite data from NASA.?' This led to the highest number of new displacements of people
since 2008.22 Extreme weather events are projected to increase further, as are the deaths and displacements
they cause.

Reducing global temperatures back down to below 1.5°C above pre-industrial levels must be achieved as
quickly as possible in order to minimise irreversible damage to ecosystems and maintain habitable conditions
for humans. However, the world is currently not on track to achieve this; far from it. Even if all nationally
determined contributions (NDCs) are met, warming will reach 2.6°C by 2100, and many countries are not
on track to meet their NDCs, including 11 G20 members and New Zealand.”

Offsetting emissions, by investing in the removal or reduction of emissions elsewhere, is a key part of the
solution to this emissions gap, especially for New Zealand (see Section 2.2 on p.13). In relation to compliance
markets, carbon credits can be purchased through employing Article 6 of the Paris Agreement to offset

New Zealand’s hard-to-abate emissions and be counted towards its NDC target. In relation to the voluntary
market, offsetting can increase investment in developing countries and accelerate global emissions reduction
(see Section 2.1 on p.11 for an explanation of compliance and voluntary markets). As the market develops
and the quality and reliability of carbon credits increase, offsetting is becoming an increasingly valuable
investment. International cooperation in implementing NDCs has significant economic and efficiency
benefits. A 2019 International Emissions Trading Association (IETA) report estimated that application of
Article 6 of the Paris Agreement could cut the cost of achieving NDCs by more than 50%, which would save
an estimated US$250 billion per year from 2030.%*

Offsetting has huge potential but also risks undermining climate change mitigation if overused and if carbon
credits are not high quality. Therefore, there is an ongoing need for more research into offsetting to identify
what works and what does not. This working paper contributes to addressing that need by identifying the
extent to which carbon offsetting information has been disclosed in the 2021 to 2024 annual reports and
sustainability reports of NZSX-listed companies. Tracking and evidencing change over time in this space

is particularly important given the rapid evolution of carbon markets and climate standards. However,
more detailed reporting is needed to incentivise investment and ensure that the most effective approach to
offsetting, and climate change mitigation as a whole, is adopted.

1.1 Purpose

This paper aims to contribute to a quantitative assessment of the state of climate reporting in New Zealand,
and in turn contribute to the dialogue on how New Zealand might manage risks and maximise opportunities
in the transition to a low-carbon economy. We also hope that this research can be used to benchmark the
progress of climate-related disclosures made by entities over the coming years.

The content of this paper can be summarised as follows:
e Section 2.0 discusses background information on carbon offsetting, including offsetting in national
and international contexts.

e Section 3.0 outlines the method used for the analysis contained in this paper, and the limitations
and assumptions.

e Section 4.0 provides the results of our research into NZSX-listed companies, with a particular focus on
companies that mention carbon offsetting information in their annual reports or sustainability reports
(including climate statements, Task Force on Climate-related Financial Disclosures [TCFD] reports and
environmental, social and governance [ESG] reports).

e Section 5.0 details the observations made across the FY21-FY24 reports, including general observations,
good news, and areas for improvement; and specific observations from FY24 reports.

o Section 6.0 explains the Institute’s recommendations related to the provision of carbon offsetting
information in the reports of NZSX-listed companies in New Zealand.
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1.2 Purpose of Project ReportingNZ

This working paper forms part of Project ReportingNZ, which aims to contribute to a discussion on how

to build an informed society, with regard to the important role that businesses play within society. When
businesses operate efficiently and with similar values to the communities in which they operate, they add
value through employment, taxation revenue and the support of community initiatives. However, businesses
can also present challenges if they do not reflect societal values or do not operate in a transparent manner.
Project ReportingNZ looks specifically at the role of annual reports as a tool for improving the relationship
between entities and the communities in which they operate. It also examines annual reports as one of the
few mechanisms to collect readily available data on businesses for use as an evidence base in

policy development.

An underlying assumption of Project ReportingNZ is that the purpose of New Zealand’s reporting
framework must be continually reviewed and assessed, and that existing standards and guidance should be
evaluated against that purpose. We need to regularly explore and assess what users of reports need to know,
in what format and in what timeframe, to ensure reports are timely, relevant, cost-effective and useful. The
specific assumption underlying this working paper is that reporting on climate change is new, challenging
and complex. As a result, all parties are required to cooperate to ensure that regulation, standards and
guidelines work together to produce timely, cost-effective, accessible and comparable reports. The adage ‘we
manage what we measure’ highlights that what is not measured is not managed. This working paper has been
developed under the assumption that having a source of accessible, comparable and meaningful information
gathered over an extended period of time creates a fundamental basis for informing public policy decisions.
The Institute also hopes that by displaying the aggregate contribution of companies to mitigating climate
change so far, companies will be incentivised to take more ambitious climate action going forward.

1.3 Series of working papers on NZSX-listed companies

In 2025, the Institute published three separate but related working papers.

1. Working Paper 2025/05 - Reviewing Non-GAAP Financial Information in Annual Reports
and Market Announcements of NZSX-listed Companies

This paper identifies and examines the extent to which non-GAAP information is currently being presented
in annual reports, and in some cases financial statements and NZX announcements. The relevance of this
paper is that reporters are currently preparing a lot of additional information outside of GAAP that is not
required under the accounting standards issued by the External Reporting Board (XRB). They are doing this
voluntarily and at considerable cost, without common terms that enable investors and other stakeholders to
compare companies.

2. Working Paper 2025/06 - Analysing Climate Statements Contained in 2023 and 2024 Annual
Reports of NZSX-listed Companies

This paper examines some aspects of recently published climate statements. It aims to contribute to research
on how New Zealand might better report and manage climate risks and maximise opportunities in the
transition to a low-carbon economy. It provides a quantitative assessment of the state of climate reporting in
New Zealand through the lens of NZSX-listed companies that have published annual reports that mention
New Zealand Climate Standards (NZ CS). The Institute was encouraged by progress in climate reporting,
with 68% of companies making full or partial NZ CS disclosures in 2024, up from 34% in 2023. This regime
provides a clear template for consistent reporting across time and companies, whether in annual reports

or linked external documents, and shows that adoption is achievable. However, the Institute noted with
concern that the Financial Markets Conduct Amendment Bill 2025 (Amendment Paper 446) proposes to
significantly reduce the number of climate reporting entities (CREs). MBIE stated if the reporting threshold
was raised to $1 billion, the number of CREs would be reduced from 164 to 34.%

WORKING PAPER 2025/07 | MCGUINNESS INSTITUTE 9



3. Working Paper 2025/07 - Analysing Carbon Offset Information Disclosed in 2021-2024 Annual
Reports and Sustainability Reports of NZSX-listed Companies [this paper]

This paper examines and identifies the extent to which carbon offsetting information has been disclosed

in the 2021-2024 annual reports and sustainability reports of NZSX-listed companies. This paper aims to
contribute to the dialogue on how New Zealand might manage risks and maximise opportunities of carbon
offsetting, and in turn, contribute to the country’s transition to a low-carbon economy. The reporting

of carbon offsetting commitments can be considered a type of anticipated financial effect (AFE) in the
International Financial Reporting Standards (IFRS S2). Similarly, in New Zealand, it can be considered a
type of anticipated financial impact (AFI) in NZ CS, in climate-related financial disclosures. Hence, the
recommendations from Working Paper 2025/07 should be read in conjunction with the 16 recommendations
in Section 8 of Working Paper 2025/06.%
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2.0 Background

2.1 Terminology

This is a relatively new and evolving area. Terms are often used inconsistently and their meanings are
misunderstood. To ensure clarity, this section discusses a number of the key terms and concepts mentioned
in this paper. For more detailed definitions see the Glossary on p.47.

Carbon credits

A carbon credit represents one tonne of carbon dioxide or GHG equivalent. They can be generated
through projects that reduce or avoid emissions or remove emissions from the atmosphere. In compliance
markets (see subsection below), they can also be issued as part of an emissions allowance, in which case they
do not equate to any removal of or reduction in emissions.

In 2021, Ecosystem Marketplace identified 170 types of carbon credit. These types will change over time. As
new technologies emerge, so will new credit types. Some types will fade out. For example, once renewable
energy generation becomes more economical than generating energy from fossil fuels, and as policies and
regulations are introduced that mandate a transition to renewable energy, renewable energy credits are
unlikely to meet ‘additionality’ requirements and therefore cannot be verified.”

Carbon credit retirements

For a carbon credit to offset emissions it must be retired. Retirement means it is removed from the market
and labelled as retired on any registry it is listed on. This ensures no carbon credit can be used more than
once (i.e. double-counted).”

Carbon credits used

This paper refers to a carbon credit that has been both purchased and retired as ‘used’.

Carbon credit verifiers versus carbon market service providers

Carbon credit verifiers operate on the supply side, verifying that credits meet the criteria required

under their respective standards. Verifiers include Gold Standard and Verra. In contrast, carbon market
service providers operate on the demand side and support companies by ensuring they purchase and use
high-quality, independently verified credits. Carbon market service providers include Toita Envirocare and
Climate Active. See Section 2.3.2 on p.19 for the different roles in the Voluntary Carbon Market (VCM); see
Appendix 3 on p.56 for Toita Envirocare’s role in the life cycle of a carbon credit.

Carbon offsetting

Carbon offsetting is a widely recognised mechanism that allows individuals, organisations and countries
to reduce their net carbon footprint by investing in external initiatives that reduce, avoid or remove GHG
emissions. These initiatives generate carbon credits which allow offsets to be quantified and can be traded
commercially, effectively assigning a monetary value to emissions. In the private sector, offsetting is used
to compensate for emissions produced within a company’s value chain, i.e. emissions from sources that
are owned or controlled by the company (Scope 1); emissions from the generation of purchased electricity
consumed by the company (Scope 2); and emissions related to goods and services purchased, acquired and
sold by the company which occur at sources owned or controlled by another company (Scope 3).” See
Appendix 1 on p.50 for an illustration of value chain emissions that can be offset.

Carbon offsetting information

In this paper, ‘carbon offsetting information’ refers to information related to the use of carbon credits to
compensate for a company’s greenhouse gas (GHG) emissions. This could include: what types of carbon
credits are used (e.g. afforestation or landfill gas capture); where the carbon credits were generated (e.g. New
Zealand or internationally); and who has verified them (e.g. Gold Standard or Verra). Note that the term
‘certified’ is also used in the context of quality checking carbon credits. As “verified’ and “certified’ refer to
the same process and ‘verified’ has become the favoured term in this space, the Institute has used the term
‘verified’ to mean both ‘verified’ and ‘certified’ (see Glossary on p.47).
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Compliance versus voluntary markets

A compliance carbon market is a system established and regulated by a government body which caps or taxes
GHGs emitted by covered entities, such as industries or power plants. All covered entities are required to
participate in order to operate in that jurisidiction. Compliance markets are designed to ensure international
climate targets, such as nationally determined contributions (NDCs), are met. Compliance systems include
emissions trading systems/schemes (ETSs); carbon tax systems, like the EU’s Carbon Border Adjustment
Mechanism (CBAM); and the Carbon Offsetting and Reduction Scheme for International Aviation
(CORSIA), a compliance scheme requiring airlines to offset emissions through purchasing carbon credits.®

The Voluntary Carbon Market (VCM) incorporates all buying and selling of carbon credits that goes
beyond compliance requirements. These credits are generated by projects overseen by carbon credit standard
setters like Verra or Gold Standard, which verify the credits and issue them onto registries. Companies then
purchase and retire these carbon credits, often with the support of a third party, like Toita Envirocare, and
following an internationally recognised framework such as those established by the Science Based Targets
Initiative (SBTi) and Voluntary Carbon Markets Integrity Initiative (VCMI).*! See Figure 1 below for the life
cycle of a carbon credit in the VCM.

Increasingly, the distinction between compliance markets and the VCM is becoming blurred as voluntary-
based standards and credits enter compliance markets, like CORSIA, and compliance market mechanisms,
like the Paris Agreement Crediting Mechanism (PACM), produce credits available in the VCM.*> However,
in New Zealand, the two market types remain relatively distinct. Credits issued in the NZ ETS cannot be
counted towards a company’s voluntary targets, meaning all voluntary offsetting only entails investment in
carbon credits outside of the regulated market.

Figure 1: Life cycle of a carbon credit in the Voluntary Carbon Market (VCM)

Source: Toita Envirocare, pers. comm., August 2025.%

Project design and selection of standard to register on

Project validation by standard (i.e. confirming potential of
additional GHG reduction or removal)

y

Project implementation

Project verification by standard (i.e. confirming quantity of
additional GHG reduction or removal)

y

Credits are purchased and traded by businesses

Issuance cycle repeated

Credits are used to offset a company’s emissions and retired
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2.2 Offsetting in the national context

New Zealand’s NDC

Under the Paris Agreement, New Zealand is required to produce an NDC every five years. NDCs set a limit
on net emissions over a certain period based on the sum of gross emissions and removals within the national
inventory boundary and offshore carbon credits purchased. Each subsequent NDC is made with a lower net
emissions limit. The first NDCs (NDCls) apply to the period 2021-2030.>* Each subsequent NDC will cover
a five-year period. New Zealand produced its NDC1 in 2016 and updated it in 2021. Its NDC2 was released
1n 2025.

Table 2: Emissions reduction commitments under the Paris Agreement
Source: Ministry for the Environment (MFE), New Zealand’s second Nationally Determined Contribution (NDC2), January 2025.%

NDC1 Reduce net greenhouse gas emissions to 50% below gross 2005 levels. 2030
NDC2 Reduce net greenhouse gas emissions to 51-55% below gross 2005 levels. 2035

Unlike most countries, New Zealand set its NDC1 with the express intention of using offshore carbon
credits to meet it. Its intended NDC (INDC) was submitted in July 2015 and committed to reducing GHG
emissions to 30% below gross 2005 levels by 2030. The New Zealand submission, New Zealand’s Intended
Nationally Determined Contribution (7 July 2015) to the Ad Hoc Working Group on the Durban Platform
for Enhanced Action (ADP) (the body that ultimately produced the Paris Agreement) recognised that:

New Zealand’s INDC will remain provisional pending ... confirmation of access to carbon markets ...

The limited domestic abatement potential available to New Zealand requires us to make use of global
carbon markets to be able to make a contribution that progresses beyond our current target, as this
INDC does.*®

In October 2021, New Zealand increased its NDC commitment to 50% below 2005 levels, with Minister for
Climate Change James Shaw reinforcing the commitment to offshore mitigation:

The Paris Agreement recognises that while countries need to take action at home, they can also work with
other nations to cut emissions. That is why New Zealand’s new NDC goes beyond the domestic emissions
budgets Cabinet has agreed to in principle ... To meet our new NDC the first priority will be to reduce
emissions at home ... We will then add to this by working to reduce emissions in other parts of the world.*’

Based on the Government’s two emissions reduction plans, in order for New Zealand to meet its obligations
under the Paris Agreement, it would need to purchase carbon credits to cover two-thirds of emissions
reductions, equivalent to between 84 and 89 million tonnes of carbon dioxide equivalent (Mt CO,e).**
Despite this, the Government is yet to confirm any deals to purchase offshore carbon credits and has been
openly resistant to doing so.” Most recently, in December 2025, Finance Minister Nicola Willis confirmed
that the Government had no plans to purchase offshore carbon credits.*

New Zealand’s first Biennial Transparency Report (BTR1) and NDC2 report have also been criticised for
the absence of a plan to address the emissions gap, instead only providing vague statements about ‘exploring
options for international cooperation’ and that New Zealand ‘may participate in cooperation under Article 6

[of the Paris Agreement]’.*!

The absence of an offsetting plan, alongside the curtailing of domestic initiatives to cut emissions, has led
many to question whether New Zealand will abandon its Paris Agreement commitments altogether, with
climate analysts now saying that meeting NDC1 will be impossible without offshore mitigation.* The
New Zealand Government urgently needs to finalise deals to purchase offshore carbon credits if it is to
meet its climate targets, especially as credits are forecast to become more expensive as 2030 nears.*

In 2024, the Institute published Discussion Paper 2024/01 - Risks hiding in plain sight: Does a commitment
under the Paris Agreement to purchase offshore carbon credits create a requirement to report that commitment

in the financial statements of the New Zealand Government?.* An addendum to this paper was published in
October 2024.% The purpose of the discussion paper and addendum was to explore whether a commitment
by the New Zealand Government to purchase offshore carbon credits to offset emissions should be disclosed
in the Government’s financial statements. The size of this commitment, what is called our emissions gap, is
shaped by the difference between our projected emissions and our NDC (see Figure 2 below). Once expected
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emissions reductions from country-wide actions are deducted, a shortfall is created. This shortfall can only be
met through offsetting. The paper concludes offsetting commitments should be recognised as a liability and/
or contingent liability in New Zealand’s financial statements. In 2023, the Treasury calculated the potential
cost of offshore mitigation to be between NZ$3 billion and NZ$24 billion. In December 2025, Treasury
indicated that it intends to produce an updated cost assessment in 2026.%

Figure 2: New Zealand’s emissions gap

Source: McGuinness Institute, Discussion Paper 2024/01 - Risks hiding in plain sight: Does a commitment under the Paris Agreement to

purchase offshore carbon credits create a requirement to report that commitment in the financial statements of the New Zealand Government?,
June 2024.%

New Zealand’s domestic = Offshore mitigation
emissions budgets for ad
2022-2030 plus actual &% O
emissions for 2021 g =
[670 Mt CO,e] 32
qE) g Domestic action: Additional
g 5 domestic reductions
below the emissions budget

NDC1: Total emissions the
New Zealand Government

has committed to under the
Paris Agreement [571 Mt CO,e]

Total emissions 2021-2030 (NDCT1)

Voluntary offsetting in the private sector

In the private sector, many entities are now reporting that they are net zero or becoming carbon-neutral.*
These claims often depend on reducing the net emissions balance through offsetting. From the Institute’s
preliminary review, these terms can be misleading and the types of carbon credits used (purchased and
retired) may not be of sufficient quality. Entities need to be aware of this so that they are not misled and do
not mislead investors. See Section 2.3.2 below for examples of organisations, standards and guides that ensure
carbon credits are high quality.

Ensuring quality and transparency will become increasingly important as the number of credits generated
and used in New Zealand grows, which the Government is now actively supporting. In June 2025, it
announced its intention to support the expansion of New Zealand’s voluntary nature credits market.

This is an integrated market, incorporating both biodiversity credits (see Glossary on p.47) and carbon
credits generated in New Zealand. Credits issued in this market would have to meet a set of seven integrity
principles established by the New Zealand Government.

Drawing on recent developments in international markets, these principles would require that credits:

e are additional to business as usual

e are durable

* have real, measurable and verifiable outcomes and risk mitigation
e are accessible

e are transparent

* are respectful of rights

e use appropriate terminology to support accurate claims.

This would not negate credits generated from projects operating under other domestic or international
standards. However, it would signal to the market which standards and methodologies the Government
has reviewed.®
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On the demand side, the Government has emphasised its role in promoting transparency through ‘requiring
disclosure of core project information and reporting basic transaction data to a national registry’.* The
Government does not define what ‘core project information’ incorporates (see Recommendation 1 for what
the Institute considers ‘core project information’, and Recommendation 5 for the Institute’s proposed model
for a national registry). In November 2025, the Government announced it would update its Guidance for
Voluntary Carbon Markets in 2026.%!

Disclosure requirements for voluntary carbon offsetting

The legitimacy of credits is fundamental to the integrity and efficacy of the Paris Agreement. Transparency
is an essential part of ensuring legitimacy. However, recent studies have found that the majority of carbon
credits do not equate to real emissions reductions or removals due to over-crediting (see Section 2.3.1 below
and Glossary on p.47). This has increased public scepticism, and as a result, companies and governments are
more reluctant to explore offsetting options or openly discuss their use.

Nonetheless, offsetting will remain an essential part of the New Zealand Government’s and many New
Zealand businesses’ approaches towards meeting domestic emissions targets and international commitments,
and this should be reported on in a timely, accurate and accessible manner.

Aotearoa New Zealand Climate Standards (NZ CS)

In New Zealand, climate-related disclosures that include targets dependent on offsets must specify the

extent to which offsets will be used; whether those offsets are verified; and which scheme they are

verified under. This requirement is outlined in paragraph 23(e)(iv) of NZ CS 1 (see Figure 3 below).

NZ CS became mandatory for climate reporting entities in FY24. Notably, the number of CREs is currently
set to decrease from 164 to 34 in 2026 due to the proposed amendment to the Financial Markets Conduct
Act 2013.52 For more information, see the Institute’s Working Paper 2025/06 - Analysing Climate Statements
Contained in 2023 and 2024 Annual Reports of NZSX-listed Companies.>

Figure 3: NZ CS disclosure requirements for climate-related targets
Source: External Reporting Board (XRB), Aotearoa New Zealand Climate Standard 1: Climate-related Disclosures (NZ CS 1),
December 2022.5

Targets

23. An entity must include the following information when describing the targets used to manage
climate-related risks and opportunities, and performance against those targets
(see paragraph 21(d)):

(a) the time frame over which the target applies;
(b) any associated interim targets,
(c) the base year from which progress is measured;
(d) a description of performance against the targets; and
(e) for each GHG emissions target:
(i) whether the target is an absolute target or intensity target,

(ii) the entity's view as to how the target contributes to limiting global warming to
1.5 degrees Celsius;

(iii) the entity's basis for the view expressed in 23(e)(ii), including any reliance on
the opinion or methods provided by third parties; and

(iv) the extent to which the target relies on offsets, whether the offsets are verified
or certified, and if so, under which scheme or schemes.
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Fair Trading Act 1986 (FTA)

The FTA can be seen as the primary legal backstop around carbon offsetting claims. It prohibits companies
from making false, misleading or unsubstantiated claims and is enforced by the Commerce Commission.
In 2020, the Commission published Environmental Claims Guidelines: a guide for traders, which laid out
the information companies should provide when making claims about the environmental impact of the
production, distribution, use and disposal of a good or service, in order to comply with the FTA. This
includes ‘carbon-offset” and ‘carbon-neutrality’ claims.” The guidelines were based on seven key principles.
The three most relevant to offsetting are:

e Be specific: environmental claims should provide complete and detailed information to prevent giving
a misleading impression of general environmental claims made.

e Substantiate claims: environmental claims should be supported by credible information that indicates a
solid factual foundation such as research, test results or evidence.

e Do not exaggerate: environmental claims should not overstate an environmental benefit by making
general claims.” [bold added]

Applying these to offsetting, the guidelines state ‘carbon-offset claims should clearly inform consumers about
what is being offset and how it is being offset’.” The Institute argues that the Commerce Commission’s
guidance should be far more specific and detailed about what information companies should disclose about
carbon offsetting (see Recommendation 6 in Section 6.0).

2.3 Offsetting in the international context

Carbon offsetting remains controversial as a solution to climate change. Often seen as a form of
‘greenwashing’ or a ‘licence to pollute’, many fear that it disincentivises investment in real emissions
reduction.”® Uncertainty around carbon credit prices, credibility and integrity has further increased
scepticism among investors, businesses and governments. Despite this, the use of carbon offsetting is
predicted to increase and many businesses and governments will depend on them to meet climate targets

in 2030 and beyond. In the long term, carbon reduction credits will need to be phased out and removal
credits only used to neutralise ‘hard-to-abate’ residual emissions. However, offsetting could accelerate short-
term progress if adequate systems and standards are in place. With average temperatures reaching 1.5°C
above the pre-industrial level for the first time in 2024, businesses and governments need to rapidly scale up
climate action to keep the planet habitable for humans.” Carbon offsetting can be a key enabler of this.

2.3.1 An overview of the drawbacks and advantages of offsetting

Below is a summary of the drawbacks and advantages of offsetting. In general, the drawbacks tend to reflect
short-term considerations, while the advantages are associated with longer-term outcomes.

A: The drawbacks of offsetting
1. Carbon prices

With the lack of a universal mechanism that standardises the cost of carbon and no centralised voluntary
carbon credit market, the price of carbon credits is uncertain and highly variable.® A carbon credit can cost
anywhere from US$1 to more than US$500 depending on the type and location of projects.®! Emissions
reduction is cheaper than emissions removal; renewable energy projects are cheaper than fuel-switching
projects; and both increasingly so.” The average global carbon price in 2024 was around US$6/t COe,
reflecting a low demand and a low level of confidence in credit quality.® Both the OECD and High

Level Commission on Carbon Prices state that carbon prices need to increase considerably in order to
meet the temperature goals outlined in the Paris Agreement, with the correlation between price and
quality strengthened.*

2. Credibility

Offsetting is also problematic due to the difficulties of measuring levels of emissions impact and additionality.
Additionality relates to emissions reductions or removals that would not have occurred without investment
from the carbon offset project.®® These difficulties have resulted in the proliferation of concerns about
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‘phantom credits’, which are carbon credits that will not result in any real emissions reduction or removal.
Such concerns have been substantiated by recent research into Verra’s Verified Carbon Standard (VCS), the
world’s leading carbon crediting programme. This research, published by The Guardian in January 2023,
found that more than 90% of Verra’s rainforest offset credits, which are among the most commonly used by
companies, were phantom credits.®® Verra strongly denied this claim, emphasising that the research methods
used did not account for project-specific factors that cause deforestation.”” Nonetheless, the study is certainly
a cause for concern, with Verra having issued more than one billion carbon credits, approving three-quarters
of all voluntary offsets. Another study from July 2023 found that only 12% of carbon credits across over
2,000 projects constituted real emissions reductions. Renewable energy projects were found to be particularly
ineffective, producing 0% of emissions reductions claimed. Forestry and chemical processes came out
slightly better at 25% and 27% respectively.®®* However, this suggests that many project developers are vastly
overstating emissions reductions and over-issuing carbon credits.

3. Campaigns against offsetting

The studies above have driven a growing campaign to place much tighter restrictions on the use of offsetting.
In July 2024, 80 organisations from around the world signed a joint statement asking that voluntary and
regulatory frameworks on climate transition planning exclude offsetting.”’

In October 2024, the Lethal Humidity Global Council, a group of scientists, health experts and
policymakers, set up the ‘real zero pledge’, urging corporations and government entities to map out strategies
for phasing out their use of fossil fuels entirely. It was signed by nine countries.”

Both groups see offsetting as delaying climate action and undermining climate targets. The Council
summarises these concerns in its critique of the concept of ‘net zero’: ‘where carbon offsets, unproven
technologies like carbon capture and storage and over-inflated estimates of natural carbon sinks are used to
create the appearance of reduced emissions without meaningful changes to business practices’.’”!

B: The advantages of offsetting

A 2024 report by Ernst & Young (EY) argues that rather than being a cover for inaction, carbon credits can
enable faster, more impactful action. Its evidence shows that businesses using carbon credits often set more
ambitious emissions reduction targets than those that do not.”? Offsetting also has potential to help bridge
the climate finance gap by mobilising private investment for emerging carbon removal technologies and
developing economies.”? Carbon credits often have socioeconomic or nature-related co-benefits, with new
crediting standards embedding these as requirements for carbon credits to be verified.”

Importantly three interrelated trends around carbon offsetting suggest the integrity, effectiveness and value
of carbon credits will increase significantly in the coming years:

1. Increased preference for carbon removal credits over carbon reduction credits

2. Increased demand for carbon credits
3. Increased reporting and quality standards.

See Figure 4 below for how these trends interrelate.
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Figure 4: The relationship between key carbon offsetting trends and real emissions reduction
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Increased preference for carbon removal credits over carbon reduction credits

Historically, most carbon credits have come from projects that reduce the amount of GHG emissions
entering the atmosphere. These made up 91% of credits used in 2024.7° They are much cheaper than
removal credits, which in 2024 were 381% more expensive. Nonetheless, demand for removal credits

is increasing. Between 2023 and 2024, the average price of a removal credit increased by 13%.7° Limited
supply meant that the market share of removals only increased from 4% to 5%, but Allied Offsets
predicts this growth will accelerate, with removals making up 60% of carbon credits by 2040.”7 This

is partly because, in order to reach net-zero emissions globally, only removals can compensate for
residual emissions from hard-to-decarbonise industries.” It is also because removals are more credible
than reduction credits. This is because, unlike reduction credit projects, removal projects do not depend
on counterfactual analysis to determine additionality, resulting in a higher level of certainty and lower
risk of over-crediting. Removal credits also offer potential permanence, especially engineered removals,
which are proliferating due to the development of new technologies such as Direct Air Carbon Capture
(DACC) and Bioenergy Carbon Capture and Storage (BECCS). In 2024, a record US$14 billion

was invested in these technologies.”” These interrelated factors mean that many companies are now
exclusively purchasing removal credits, particularly in the technology sector, where Al has massively
increased emissions.*® In May 2025, Microsoft signed a deal for 18 million carbon removal credits, which
is one of the largest single buyer agreements to date.’! The greater permanence of engineered removal
credits and the greater certainty around their additionality and emissions impact mean that, as demand
for this credit type increases, so will confidence in credit quality. This initiates a positive feedback loop,
as illustrated in Figure 4, increasing the value of offsetting in global efforts to reduce emissions.

Increased demand for carbon credits

Although demand for carbon credits stagnated after their market value peaked at US$2.1 billion in
2021, this is expected to change.®? As more companies make climate commitments and as Al increases
energy usage, companies will be looking to rapidly shrink net emissions as the benchmark year of
2030 approaches. Policy improvements, new standards and new carbon removal technologies are

also restoring confidence among businesses and investors. MSCI, a global financial services provider,
estimates that the global carbon credit market could rise in value to between US$7 and US$35 billion
by 2030 and Allied Offsets predicts the market will grow by 4.5 times by 2040.%> Increased demand will
increase prices and continue to accelerate technological advances to enhance the quality of credits.
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3. Increased reporting and quality standards

New standards, frameworks and guidelines are emerging that will benchmark the quality of carbon
credits at a much higher level (see Section 2.3.2 for more detail). As with climate-related disclosures
more generally, carbon crediting mechanisms and disclosure requirements are becoming centralised and
standardised, enhancing clarity and accountability and incentivising greater use of carbon credits and
transparency about their use. These standards are also ensuring that offsetting is only used as a last resort
or in addition to internal emissions-reduction efforts, applying models such as the mitigation hierarchy
(see Figure 5 below).

Figure 5: Emissions mitigation hierarchy
Source: Adapted from HansFriederich, Green House Gas reductions and removal - opportunities and challenges, August 2021; Toita
Envirocare, pers. comm., August 2025.%

Avoid carbon-intensive
activities (and rethink
business strategy)

Increase the efficiency of
operational activities

Replace high-carbon energy sources

Replace with low-carbon ones

Fund carbon projects to offset hard-to-abate

Offset .
emissions

Note to Figure 5:
Each source of emissions should be regularly reviewed to see if it can be addressed higher up the hierarchy as new technologies
emerge and costs fall.

2.3.2 Initiatives increasing the quality of carbon credits

The following section outlines the initiatives and organisations involved in raising the quality of carbon
credits on both the supply side and demand side. It provides examples of new reporting and quality standards
that are emerging around carbon markets and carbon offsetting.

A: Supply-side quality initiatives

The following initiatives ensure that the carbon credits issued onto registries are high quality and equate to
real emissions reductions (see Figure 6 for an illustration of how these initiatives work together as part of an
intergrated system).

1. Paris Agreement Crediting Mechanism (PACM)

At COP29, in November 2024, the PACM was established, creating a UN-backed international standard
for high-quality carbon credits. Whilst this standard is primarily for use in compliance markets, it will
have knock-on effects in the VCM. According to a survey conducted by Ecosystem Marketplace, 58% of
respondents (38 out of 66) from across the private sector think this mechanism will positively impact the
VCM, though there are concerns about how quickly the mechanism can be operationalised.®

2. Integrity Council for the Voluntary Carbon Market (ICVCM) Core Carbon Principles (CCPs)

Established in 2021, the ICVCM has emerged as an industry-wide benchmark setter for the quality of carbon
credits and the VCM’s ways of operating. Acting as high-level quality control, it approves methodologies
used to generate carbon credits and standards that issue them (see Filter 1 in Figure 6). Many see it as setting
the foundations for scaling the VCM under a ‘version 2.0°.%
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In 2023, the ICVCM set out ten science-based principles, labelled CCPs, based around programme
governance, verified emissions impact and contributions to sustainable development, in order to raise carbon
credits to a consistent minimum level of quality.¥

In 2024, the first CCP-approved credits were traded. Although these credits were limited to three project
types, they indicate a positive shift towards high-integrity carbon credits, ensuring greater emissions impact
and price increases. For example, following CCP approval in mid-2024, the average price of Landfill Gas
credits increased by 35% from the first half to the second half of the year, with a 149% increase in Landfill
Gas credits traded from 2023.% Ecosystem Marketplace found that 64% of its respondents (42 out of 66)
thought these principles would have a positive impact on the VCM.®

3. Voluntary carbon credit standards

A voluntary carbon credit standard is a set of criteria that carbon offsetting projects must meet for the carbon
credits they generate to be verified and issued onto a registry. These standards are created and maintained by
independent crediting programmes, referred to in this paper as carbon-credit standard setters or verifiers, and
are continually updated as technology evolves, markets mature, and expectations for credit quality rise (see
Filter 2 in Figure 6). For example, Verra updated its methodology for assessing the credibility of REDD +
forest conservation projects in November 2023 and, in June 2024, introduced the VCS Methodology for
Carbon Capture and Storage.”® Carbon-credit standard setters ensure that carbon credits represent real,
measurable, additional, and independently verified emissions reductions or removals. They operate outside of
government-run regulatory schemes such as the NZ ETS.

4. Carbon credit rating agencies

Functioning in the same way as credit ratings agencies in financial markets, carbon credit rating agencies
assess the probability that a carbon credit delivers a tonne of avoided or removed carbon dioxide and produce
a rating based on this. Whereas the ICVCM and carbon credit standards assess methodologies and project
types, carbon credit rating agencies assess value at the project level. By quantifying quality and risk, these
agencies are increasing buyer confidence and the price-quality correlation of carbon credits.” A relatively
new addition to the VCM, with BeZero Carbon becoming the world’s first publicly available global carbon
rating framework in April 2022, they are expected to become more common as demand for high-integrity
carbon credits increases.” See Filter 3 in Figure 6.

Figure 6: Supply-side quality control

Filter 1: Filter 2: Filter 3:

Standards set rules . X
ICVCM approves and design Carbon credit rating High-quality
certain standards methodologies and agencies score ) carbon credits
and methodologies ensure projects are individual projects* issued by Stan{iard
compliant with them setter onto registry

Proposed carbon

credit projects

Note to Figure 6:
* Ratings are given according to the rating agency’s own timeline and are not coordinated with carbon credit standard setters.
Therefore, some projects are assigned ratings after credits have been issued.

Demand-side quality and transparency initiatives

The following initiatives ensure that companies use carbon offsetting in an appropriate and transparent
manner, and that the carbon credits they purchase are of high quality (see Figure 7 for an illustration of how
these initiatives work together as a system).

1. International Carbon Reduction and Offset Alliance (ICROA) Code of Best Practice

The ICROA Code of Best Practice is recognised as setting the industry standard for VCM services providers,
like Toita Envirocare. Importantly, the Code is regularly reviewed and revised, with the latest version
published in July 2025, and providers are assessed annually.” This ensures that providers are adhering to the
latest standards around transparency, credibility and environmental integrity. See Filter 1 in Figure 7.

2. The Science Based Targets initiative (SBTi)

SBTi develops standards, tools and guidance for companies to set GHG emissions reductions targets. 8,715
companies have set targets under this initiative globally, including 30 New Zealand companies.” The SBTi
Corporate Net-Zero Standard requires companies to work towards near-term (five to ten years) emissions-
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reduction targets and a long-term (by 2050 at the latest) net zero target. Offsetting, referred to as ‘beyond
value chain mitigation’, is encouraged on top of, not as part of, meeting these targets, except through the use
of carbon removals to neutralise residual emissions.” See Filter 1 in Figure 7.

Version 2 of this standard, due to be finalised in early 2026, proposes extending the use of offsetting to allow
companies to compensate for missed near-term targets. This has been met with some criticism.” However,
SBTi emphasises that these offsets cannot contribute to achieving net zero and carbon credits used must

be high integrity, align with third-party frameworks, and be removal credits.” Companies must also give a
detailed description of any carbon offset purchases made to address ongoing emissions.” Net-zero targets set
after 31st January 2028 will be required to use Version 2.

3. International Sustainability Standards Board (ISSB) IFRS S2

IFRS S2 Climate-related Disclosures, published in 2023, encourages greater transparency and accountability
around carbon credits, standardising disclosure requirements to enable a more informed comparison of
company performances.” See Filter 1 in Figure 7. Paragraph 36(e) summarises what companies are required
to disclose in relation to carbon credits:

The entity’s planned use of carbon credits to offset greenhouse gas emissions to achieve any net
greenhouse gas emissions target. In explaining its planned use of carbon credits the entity shall disclose
information including, and with reference to paragraphs B70-B71:

(i)  the extent to which, and how, achieving any net greenhouse gas emissions target relies on the use of
carbon credits;

(ii)  which third-party scheme(s) will verify or certify the carbon credits;

(iii) the type of carbon credit, including whether the underlying offset will be nature-based or based
on technological carbon removals, and whether the underlying offset is achieved through carbon
reduction or removal; and

(iv) any other factors necessary for users of general purpose financial reports to understand the
credibility and integrity of the carbon credits the entity plans to use (for example, assumptions
regarding the permanence of the carbon offset).'?°

4. Voluntary Carbon Markets Integrity Initiative (VCMI) Claims Code of Practice

In August 2025, the VCMI published the latest version of its Claims Code of Practice, first introduced in

2023, which aims to ‘provide clear requirements, recommendations, and supporting guidance to companies
and other nonstate actors on when they can credibly make voluntary use of carbon credits as part of their
near-term emission reduction objectives and long-term net-zero commitments’ and ‘provide guidance on how
to describe the use of those credits’. It also has a validation scheme in the form of Silver, Gold and Platinum
‘Carbon Integrity’ claims.!®! See Filter 1 in Figure 7.

5. Carbon market service providers

Intermediary carbon market service providers, such as Toita Envirocare, ensure that companies are using
high-quality verified carbon credits.!? This takes the burden off companies and allows them to be more
ambitious in their climate strategies and targets, as well as raising stakeholder and consumer confidence. See
Filter 2 in Figure 7.

Figure 7: Demand-side quality control

Filter 1: Filter 2:
Standards for best practice Carbon market High-quality offsetting
; benchmark expectatlons‘ service providers, strategies that keep
Corporate offsettmg around amount and quality of e.g. Toitd Envirocare offsetting to a minimum and
strategies offsets, e.g. ICROA Code of Best and 3Degrees, apply only use high-integrity,
Practice and SBTi Corporate due diligence vaiieed canen el

Net-Zero Standard

In summary, carbon credits should be used selectively and sparingly and most companies are explicit
about this being the case. However, offsetting offers the potential to accelerate progress towards climate
change mitigation in the short term and in some cases is a necessity. Investors, government and consumers
are pushing for greater transparency from companies on their use of and approach to carbon credits.
Transparency ensures accountability, and will ensure the VCM continues to develop in a direction that
allows offsetting to accelerate and support, rather than hinder, progress towards reducing emissions.
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3.0

3.1

Methodology

Context

This working paper provides a quantitative assessment of carbon offsetting information in the 2021-2024
annual reports and sustainability reports of NZSX-listed companies. The overarching method is set out in
Figure 8 below. Specifically, the Institute was interested in whether or not the 2021-2024 annual reports or
sustainability reports mentioned/disclosed:

1.

11.

1.

1v.

3.2

if and to what extent a company is using offsetting
what type of carbon credits are used (e.g. afforestation or renewable energy generation)
where carbon credits are sourced from (e.g. New Zealand or internationally)

if carbon credits are verified and who by (e.g. Gold Standard or Verra).

Method

Figure 8: lllustration of method

List of NZSX-listed companies as at
31 December 2021-2024

v

2021 [133 annual reports]
2022 [132 annual reports]
2023 [130 annual reports]
2024 [123 annual reports]

Stage 1: Find a soft copy of each
NZSX-listed company’s annual report
and any supplementary
sustainability reports*

Stage 2: Use Adobe Acrobat
search tool to find key information

Stage 3: Record results

Stage 4: Additional Carbon offsetting information found in the
analysis of all reports ~ «€----------- FY21-FY24 annual reports and sustainability
reports* of NZSX-listed companies

Note to Figure 8:

* Sustainability reports refer to all sustainability reports, climate statements, TCFD reports and ESG reports published separately
but referred to in the annual report. They do not include Greenhouse Gas Inventory reports.
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Stage 1: Find a soft copy of each NZSX-listed company’s annual report and any supplementary
sustainability reports

We took annual reports directly from the NZX Main Board web page (under each company’s
announcements).'®

We removed trusts and funds by only including companies with ‘Limited’ or ‘Corporation’ in their name.
We grouped the annual reports based on the financial year (FY). This ensured the date of the data matched
the date of the data set. In practice, this meant if a financial report was dated 31 December 2024 (being the
balance date) but published in February 2025, it became part of the 2024 data set.

Important note: This paper refers to annual reports by financial year, e.g. FY21 annual reports rather than
2021 annual reports. This is to more explicitly reflect the fact that annual reports are grouped based on
financial year, not calendar year or publication date.

If an annual report could not be found on the NZX, the company’s website was searched. If the annual
report could not be found on the company’s website, it was excluded from Stage 2.

In FY21, this was the case for five companies: one company was in receivership; two were de-listed; and two
only provided financial statements.

In FY22, this was the case for one company, which was only listed on the NZX from December 2022.

In FY23, this was the case for three companies: two companies had been de-listed and one was in voluntary
administration and had not published a FY23 annual report.

In FY24, all annual reports were found.

External documents mentioned in the annual report were collected by searching the NZX announcements
or the company’s website. This led to the creation of the final data set of all annual reports and
sustainability reports.

Table 3 (below) shows the data sets used for each year.

Table 3: Data sets of NZSX-listed companies (excluding trusts and funds), FY21-FY24

No. of entities 138
No. of available annual reports 133
No. of available sustainability reports 16
No. of entities 133
No. of available annual reports 132
No. of available sustainability reports 16
No. of entities 133
No. of available annual reports 130
No. of available sustainability reports 32
No. of entities 123
No. of available annual reports 123
No. of available sustainability reports 69

Stage 2: Use the search tool in Adobe Acrobat Pro to find key information

All found annual reports and sustainability reports were searched for the following terms:

Offset
Credits
Units

Removal

Forestry

Emissions

Reports that did not contain any of these search terms were set aside. Remaining reports were then checked
to ensure they had used the search terms in the context of emissions reduction. For example, the terms
‘offset’, ‘credits’ and ‘units’ were often used in a financial context. Reports that had not used any terms in an
emissions context were also set aside.
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The remaining reports were searched for the following terms:

e Verified
o Certified

Stage 3: Record results

Carbon offsetting information disclosed by a company was recorded in an Excel spreadsheet, alongside the
company’s name and the page number/s in the report where the information was found (see Appendix 7 for
the results by company).

Information was sorted into the following columns:

¢ Mentions offsetting in an emissions context?

e Forecast or current?

¢ Discloses how much was offset?

* Discloses what type of carbon credits were used?

e Discloses where carbon credits were sourced from?
¢ Discloses if carbon credits are verified?

o Discloses who verified carbon credits?

Data was recorded separately for annual reports and sustainability reports and then combined to ensure no
information was double-counted.

Stage 4: Additional analysis of all reports

All annual reports and sustainability reports were searched for the following terms (regardless of whether
they contained carbon offsetting information):

e SBTi
e Science
e Toith

Climate Active

This was to identify whether companies had or were working towards SBT1 targets and whether companies
had Toita Carbon Reduce or Toitt Net Carbon Zero certification or Climate Active carbon neutral
certification. Relevant information was recorded in the same spreadsheet as above, under two new columns
titled ‘SBT1 targets’ and “Toita/Climate Active certification’.

3.3 Limitations and assumptions

1. This research looks at the type and quantity of information available. It does not assess the quality of the
information. Hence, the extent to which information is accurate is beyond the scope of this research.

2. The scope of this research was limited to annual reports and sustainability reports specifically mentioned
in the annual report. Greenhouse Gas Inventory reports were not analysed. Therefore, this analysis may
not represent the full extent of carbon offsetting disclosures.

3. There may be carbon offsetting information within the analysed reports that was not captured by any
of the search terms. This also means this analysis may not represent the full extent of carbon offsetting
disclosures.

4. This analysis focuses on voluntary offsetting beyond a company’s operations and supply chain.
Therefore, entities offsetting to meet compliance obligations or insetting (carbon removals within their
value chain, see Glossary on p.47) were not considered to be currently using offsetting.

5.  Due to the lack of specificity around required carbon offsetting disclosures, the format and terminology
used regarding offsetting is inconsistent and often ambiguous. Therefore, the categories within the results
rely on a degree of subjectivity. The scope of each category is defined in the results section.

6. Carbon offsetting is a very complex and technical topic and the Institute staff are not experts in this
field. Results are based on the Institute staff’s understanding of information disclosed, hence in some
cases, information may have been misinterpreted.
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4.0 Results

The following sections outline the results of the analysis (see Appendix 7 for the results by company). Due
to the number of available annual reports varying by year, percentages have been used in most graphs rather
than absolute numbers, to more accurately reflect trends over time.

The results are based solely on information found in the reports themselves, with the exception of Table 5
and Figure 12 (see notes to Table 5 on p.29).

The key trends across the four years can be summarised as follows:
e More companies are mentioning offsetting but fewer companies are using offsetting (see Section 4.1
on p.26).

e There is no increase in the comprehensiveness of offsetting information, and a decline in specificity
(see Section 4.2 on p.30).

e Most companies are investing in tree-planting projects, but the proportion of companies purchasing
removal credits has not increased (see Section 4.3 on p.31).

e Companies prefer to source carbon credits closer to home (see Section 4.4 on p.32).

e Gold Standard is the favoured verifier, but many companies are confusing carbon market service
providers as verifiers (see Section 4.5 on p.34).

e More companies are acquiring certifications for emissions reduction commitments from a third party,
which restrict offsetting use and have high quality requirements (see Section 4.6 on p.35).

Note: Results are calculated based on the total number of companies with available annual reports, not the
combined total of available annual reports and sustainability reports. This is because sustainability reports
were only included if explicitly mentioned in the annual report, and information from both reports was
combined into one data set.
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4.1 General extent of offsetting use

1. An increasing proportion of companies mention carbon offsetting in annual and
sustainability reports

The number of companies mentioning offsetting has increased over time, from 23% (31 out of 133) in
FY21 to 54% (66 out of 123) in FY24 (see Figure 9 below). The introduction of NZ CS, which became
mandatory in FY24 (see Section 2.2 on p.13), is a likely cause of this increase, supported by the fact that
in FY24, 43% of companies (53 out of 123) mentioned offsetting in an external sustainability report (as
part of their climate-related disclosures), compared to 9% (12 out of 133) in FY21.

Figure 9: Proportion of companies that mentioned carbon offsetting in FY21 to FY24 annual reports and
sustainability reports
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2. An increasing proportion of companies are disclosing carbon offsetting outside of annual reports

There has been a shift in where NZSX-listed companies are disclosing carbon offsetting information. In
FY21, most companies (61% [19 out of 31]) only disclosed this information in their annual reports, while
16% (5 out of 31) disclosed in both reports. This means that overall, 77% of companies that mentioned
offsetting disclosed this information in their annual reports.

In FY24, most companies (53% [35 out of 66]) only disclosed this information in their sustainability
reports. Therefore, only 47% of companies that mentioned offsetting disclosed this information in
their annual reports (see Figure 10 below). This decrease is problematic as carbon credits are a financial
investment that carry a lot of uncertainty and risk; therefore, a company’s approach to offsetting
should be reported in the financial statements or at least in the annual report (see Section 1.1 on p.8 and
Recommendation 2 on p.41).

Figure 10: Location of carbon offsetting information in FY21 to FY24 annual reports and sustainability reports
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3. Fewer companies are using carbon offsetting but more have forecast using it in the future

Interestingly, the number of companies using offsetting has decreased from 13% (17 out of 133) in FY21
to 9% (11 out of 123) in FY24, in correlation with the international stagnation of the market. However,
the number of companies forecasting the use of offsetting has increased significantly from 3% (4 out

of 133) in FY21 to 22% (27 out of 123) in FY24, supporting the notion that carbon credit demand, and
therefore prices, will accelerate closer to 2030. See Figure 11 below.

Figure 11: Proportion of companies using carbon offsetting, as disclosed in FY21 to FY24 annual reports and
sustainability reports
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Notes to Figure 11:

*

Refers to companies that purchased carbon credits to offset emissions in that financial year.

*%

Refers to companies that have explicit plans to use offsetting in future. For example, Auckland International Airport
Limited’s 2024 annual report states:

The first step has been to reduce the impact of operations through the development of a decarbonisation pathway
providing a clear route to reduce direct emissions (scope 1and 2) from electricity, natural gas, fuels, and refrigerants

by 90% by 2030 from the 2019 baseline. The remaining 10% (consisting of refrigerants and fuels where there is currently
no alternative) will be offset using an internationally recognised and certified scheme.**

*** Refers to companies that state they may use offsetting in future. For example, Millennium & Copthorne Hotels
New Zealand Limited’s 2024 annual report states:

Currently MCK is not purchasing carbon credits or off-setting our emissions in other ways, but will explore options in
the future®®

**** Refers to companies that make no mention of offsetting; are using offsetting only to meet compliance requirements;
explicitly state they are not using offsetting with no express intention to use in future; or are generating rather than
purchasing carbon credits.
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More companies are being explicit about their current use of offsetting
The number of companies that disclosed whether offsets had been used in the financial year being
reported on increased significantly. Notably, in FY21, 2% of companies (3 out of 133) explicitly stated

that they had not used offsets in that financial year, compared to 28% of companies (35 out of 123)
in FY24. See Table 4 below.

Table 4: Number of companies explicit about current use of offsetting

Year Currently using (explicit) Currently not using (explicit)
17 3 13

FY21

FY22 18 ) 14
FY23 14 13 103
FY24 n 85 77

o

Total emissions offset by companies decreased

The total amount of emissions offset by companies has significantly decreased. However, this is largely
due to drastic cuts in carbon credits used by Meridian Energy (913,936 t CO,e in FY21 vs 113,201
t CO,e in FY24). See Table 5 and Figure 12.

Table 5: Total tonnes of carbon emissions offset, as disclosed in FY21-FY24 annual reports and
sustainability reports

Total (t CO,e) Highest contributor Highest amount | Lowest contributor Lowest amount
(tCO,e) (t COLe)
Y 1,136,573 Meridian Energy Limited (NS) 913,936 Arvida Group Limited 50
(MEL)
737,75 Meridian Energy Limited (NS) 554,350 New Zealand Oil & Gas 10
(MEL) Limited
295,124 ANZ Group Holdings Limited 99,464 New Zealand Oil & Gas 10
(ANZ) Limited
FY24 235,355 Meridian Energy Limited (NS) 113,201 Property For Industry Limited 129
(MEL)

Notes to Table 5:

—

These totals include offset amounts found outside annual reports and sustainability reports (e.g. on the Toitd Envirocare
website) and offset amounts that were implied (e.g. the report stated that operational emissions were offset or that the
company is net carbon zero). This was in order to provide a more accurate reflection of the actual total.

N

The amount offset could not be found for four companies in FY21, one company in FY22, and two companies in FY23 and FY24.
Therefore, these totals are an underestimate of the actual amount offset.

Figure 12: Total tonnes of carbon emissions offset by companies in FY21 to FY24
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WORKING PAPER 2025/07 | MCGUINNESS INSTITUTE 29



4.2 Comprehensiveness of carbon offsetting information

1. The comprehensiveness of offsetting information by companies has not increased and the
specificity of information has decreased

The comprehensiveness of carbon offsetting information has remained relatively consistent over the
four years (see Table 6 and Figure 13). However, the specificity of this information has declined. Fewer
companies are disclosing what type of carbon credits were purchased. In FY21, 71% of companies (12
out of 17) disclosed the type of carbon credit purchased, compared to only 45% (5 out of 11) in FY24.
Fewer companies are disclosing what country carbon credits were generated in. Although the proportion
of companies disclosing where carbon credits were generated saw little change, this included companies
that only gave ‘international’ as the location rather than a specific country. In FY21 and FY22, a total

of three companies referred to using ‘international’ carbon credits. In FY23 and FY24, seven companies
referred to using ‘international’ carbon credits. See ‘international (non-specific)’ in Figure 16 on p.33.

The only type of information that saw a consistent increase was around verification. Again, the
introduction of NZ CS, which became mandatory in FY24 (see Section 2.2 on p.13), is a likely cause
of this increase, as it requires companies to state whether offsets are verified and under which scheme.
Despite this, most companies are still failing to disclose who verified the carbon credits used, with a
number of companies mistakenly naming Toitt Envirocare as a verifier (see observation in Section 5.1
on p.38).

Table 6: Specific information disclosed about carbon offsetting in FY21 to FY24 annual reports and
sustainability reports

6 12 13 14 5
8 6 5
8 6 1 12 3
6 5 5

Notes to Table 6:

—

Reports considered to have disclosed how much was offset (column 1) do not include those that only implied the amount offset,
e.g. by stating operational emissions were offset or that the company is net carbon zero. This is because what is incorporated
under operational emissions and net zero requirements is ambiguous and not consistently defined. However, implied offset
amounts have been included in the calculation for total annual emissions offset (see Table 5 and Figure 12 on p.29).

N

Reports considered to have disclosed that carbon credits were verified (column 4) include those where this was only implied.
This incorporates reports that referred to a carbon credit standard or standard setter, e.g. VCS or Gold Standard; a third party
which only sources verified carbon credits, e.g. Toitl Envirocare; or a type of carbon credit that must be verified, e.g. Australian
Carbon Credit Units (ACCUs). See Table 7 in Section 4.5 on p.34 for a breakdown of how many companies this applied to.
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Figure 13: Trends in the amount of specific information companies disclosed about carbon offsetting in FY21 to
FY24 annual reports and sustainability reports
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4.3 Types of carbon credits used

1. The majority of companies are purchasing forestry removal credits

Afforestation and reforestation, typically in the form of tree planting, are by far the most common
type of carbon credit purchased by NZSX-listed companies (see Figure 14 below). Notably, this was the
only type of removal credit mentioned.

Figure 14: Proportion of each type of carbon credits used by companies, as disclosed in FY21 to FY24 annual
reports and sustainability reports
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5% [2]

o . Afforestation/reforestation credits
o

. Renewable energy credits

. Energy efficiency credits

8% (201 Deforestation/fire avoidance credits

Cookstoves credits

Landfill gas flaring credits

Notes to Figure 14:
1. Percentages are given as integer values for clarity and, due to rounding, add up to 101.
2. This graph reflects the combined totals of carbon credit types used by companies across the four years.
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2. The proportion of companies purchasing removal credits has not increased

The overall proportion of removal credits to reduction credits did not increase (see Figure 15 below), and
no companies are yet purchasing engineered removal credits (see observation in Section 5.1 on p.38 and
Observation 1 in Section 5.2 on p.39 for some reasons why, and why this is likely to change over time).

Figure 15: Carbon removal and reduction credit types used by companies, as disclosed in FY21 to FY24 annual
reports and sustainability reports
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4.4 Location of carbon credits

1. The majority of companies purchased carbon credits from projects in Oceania

Across the four years, the majority of carbon credits were purchased from New Zealand- or
Australian-based projects (see Figure 16). However, in FY21 and FY24, there was a slight preference

for international projects (see Figure 17). International projects have the added advantage of addressing
the climate finance gap and are likely to have more co-benefits, such as supporting the United Nations
Sustainable Development Goals (UN SDGs). Research suggests they also result in more decarbonisation
per dollar, meaning the same amount of emissions can be offset for a much lower cost.!®
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Figure 16: Location, by country, of carbon credits used by companies, as disclosed in FY21 to FY24 annual
reports and sustainability reports
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Notes to Figure 16:
1. Percentages are given as integer values for clarity and, due to rounding, add up to 102.
2. This graph reflects the combined totals of carbon credit types used by companies across the four years.

Figure 17: Location, by region, of carbon credits used by companies, as disclosed in FY21 to FY24 annual reports

and sustainability reports
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Note to Figure 17:
*Inthis paper, we use the term Oceania to refer to New Zealand, Australia and the Pacific Islands.
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4.5 \erifiers

Gold Standard is the most used verifier of carbon credits

—
.

Across all four years, Gold Standard was the favoured standard from which to purchase carbon credits
among NZSX-listed companies (see Table 7 below). The negative press about Verra may have been
responsible for the move away from this standard after 2021 (see Section 2.3.1 on p.16).

Table 7: Carbon credit verifiers mentioned in FY21 to FY24 annual reports and sustainability reports

0 0 0 1 1
0 0

1 0 1

CER (UN CDM)

2.

Most companies did not disclose who verified the carbon credits purchased, and some companies
confused carbon market service providers with verifiers

Table 8 and Figure 18 show that of the 30 companies that explicitly stated offsets were verified, 47%
(14 out of 30) listed an intermediary carbon market service provider (e.g. Toita Envirocare or Climate
Active) or national carbon credit scheme (e.g. ACCU or NZ ETS), rather than a verifier (e.g. Gold
Standard or Verra). This indicates that there is significant confusion around who verifies carbon credits.

Table 8: Number of companies that disclosed whether offsets were verified in FY21 to FY24 annual reports and
sustainability reports

8

FY21 6 3
FY22 4 6 3
FY23 10 2 2
FY24 8 2 1
Total 30 16 9

Note to Table 8:

*

3

Refers to companies that did not use the term ‘verified’ or ‘certified’ but referred to either a carbon credit standard or standard
setter, e.g. VCS or Gold Standard; a third party that only sources verified carbon credits, e.g. Toitl Envirocare; or a type of
carbon credit that must be verified, e.g. ACCUs.
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Figure 18: Companies that disclosed who verified carbon credits, as disclosed in FY21 to FY24 annual reports
and sustainability reports
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4.6 Extent of additional certifications

1. An increasing number of companies are obtaining third-party emissions certifications that impose
strict standards for quality and the amount of offsetting that can be used

The number of companies with emissions reductions commitments and certifications has increased
considerably since 2021 (see Figures 19 and 20). SBT1i, Toita Envirocare and Climate Active all have
stringent guidelines around the use of offsetting and the quality of carbon credits used. Therefore,
increased use of these organisations suggests that the quality of carbon credits has increased and will
increase, and offsetting will only be used as a last resort or as additional to emissions reduction efforts.
In particular, SBT1 limits the use of offsetting to 10% of a net zero target and only carbon removal
credits can be used.!® It does not allow offsetting to be used to meet interim targets.'”
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Figure 19: Extent of the use of SBTi targets and guidance by companies in FY21 to FY24 annual reports and
sustainability reports
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Notes to Figure 19:

*  Refers to companies that stated an intention to make an SBTi target in the future

**  Does not include companies that used SBTi guidance and stated an intention to make an SBTi target in the future.
These companies were included in the “future goal’ category.
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Figure 20: Number of companies with emissions reduction certifications, as disclosed in FY21 to FY24 annual

reports and sustainability reports
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5.0 Observations

5.1 General observations across the four years

Many companies are working directly with carbon credit producers, particularly tree-planting initiatives,
such as Greenfleet and Trees That Count.

More companies are identifying carbon pricing as a transition risk and in some cases an opportunity (for
those with the potential to generate carbon credits). In most cases, this is in relation to compliance costs
from carbon taxes and ETS emissions permits.

Most companies are offsetting using reduction credits, with engineered removals still a thing of the
future. Given engineered removal technologies are still in the early stages of development, their carbon
sequestration potential is uncertain and the credits they generate are expensive, making them currently
unattractive to most companies. Nonetheless, their use is likely to increase as they are incorporated into
carbon credit standards, as prices fall, and as companies get stuck with ‘hard-to-abate’ emissions that can
only be addressed through permanent removals.

Three companies discussed carbon credits in the context of generating them (see Appendix 2 on p.51

for excerpts from these companies’ reports). In 2023, New Zealand Rural Land Company reported that
carbon credits generated on its forestry estate had been sold on the New Zealand Emissions Trading
Scheme (NZ ETS).1° In 2023 and 2024, Comvita forecast selling carbon credits generated from its
manuka forests.!" In 2024, ArborGen forecast increased demand for its seedlings as carbon sequestration
becomes more of a priority, and more afforestation and reforestation projects emerge (see Observation 2

112

in Section 5.2 on p.39).

The good news

More companies are being explicit about not currently using offsetting (3 in FY21; 5 in FY22; 13 in
FY23; 33 in FY24). This provides important clarity for investors and for determining progress towards
national emissions reduction targets.

More companies are using SBT1, which has strict limits on the use of offsetting (see Section 4.6 on p.35).

More companies are obtaining environmental and climate certifications through environmental service
providers, like Toita Envirocare and Climate Active. Both have stringent requirements for the quality of
carbon credits (see Section 4.6 on p.35).

Areas for improvement

38

Some companies are failing to provide clarity around which carbon credits are used to meet
compliance obligations and which are purchased to meet voluntary targets. This confusion could be
eliminated if companies simply incorporated the terms ‘compliance’ or ‘voluntary’ into references to
carbon offsetting.

Many companies are failing to clarify who has verified carbon credits, with there being notable
confusion between demand-side carbon market service providers, e.g. Toita Envirocare and Climate
Active, and supply-side verifiers, e.g. Gold Standard and Verra (see Figure 18 in Section 4.5 on p.34).
Toita Envirocare and Climate Active do not verify carbon credits themselves. However, they apply
due diligence and only source carbon credits that have been verified (see Section 2.3.2 on p.16 for the
different roles in the VCM; see Appendix 3 on p.56 for Toité Envirocare’s role in the life cycle of a
carbon credit).

Both Toitt Envirocare and Climate Active document the carbon credit amount, type, location and
verifier for each company they have certified. However, in most cases, these details are not presented in
the annual or sustainability reports of these companies. As this information can be easily acquired, there
is no reason why companies should not include it in their annual reports (see Appendix 4 on p.57 for
examples of the documentation and carbon offsetting information provided by Toita Envirocare and
Climate Active).
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5.2 Observations on FY24 annual reports and sustainability reports

Below are 12 examples of reporting of noteworthy information; good reporting; and reporting that could
be improved. See Appendix 5 on p.61 for excerpts from annual reports and sustainability reports illustrating
these observations.

1. Air New Zealand Limited
Point of interest: Identifies barriers to purchase of engineered removal credits

Air New Zealand anticipates using engineered removal credits to meet its 2050 net zero target. In the
analysis of transition risks in its climate statement, the company outlines some key barriers to this,
including ‘uncertain technological development, investment requirement, energy needs, infrastructure

challenges, and regulatory and social acceptance’.!"?

2. ArborGen Holdings Limited
Point of interest: Identifies increased demand for carbon credits as a transition opportunity

ArborGen recognises carbon credit generating projects as having the potential to increase its access to
external investment and increasing the value of its own investment.
As the market increasingly shifts towards reforestation and afforestation projects and sustainable
materials, ArborGen could obtain a greater market share and enhanced competitive advantage for its
product ... There is an opportunity for ArborGen to continue to actively engage with carbon project
developers who are pursuing large scale afforestation and reforestation projects in the Southern US
and Brazil.
Financial incentives for reforestation and promoting sustainable forest management practices eg,
carbon credits ... ArborGen will consider integrating sustainability into its operations to access a
broader range of financing options, including green bonds, sustainability-linked loans, and impact
investments.™

3. Comvita Limited
Point of interest: Refers to insetting as helping to achieve emissions reduction targets

Comvita states that SBTi guidance for the Forestry, Land and Agriculture (FLAG) sector targets ‘allows
for the netting off of FLAG removals from FLAG emissions’. For Comvita, this means it can “inset”
and net off the removals from the Manuka forests within [its] operational control that are not registered

under the New Zealand Emissions Trading Scheme’.!®

4. Fonterra Co-operative Group Limited
Point of interest: Refers to insetting as helping to achieve emissions reduction targets

In a subsection titled ‘offsets’ in the ‘metrics and targets’ section of its internal climate statement (i.e.
within the annual report), Fonterra states that, in addition to prioritising gross emissions reductions,
‘in future [it] may also pursue carbon removals within [its] value chain (sometimes referred to as
“insetting”), such as supporting the increase in on-farm tree planting’.!® Interestingly, Nestlé and Mars,
both major Fonterra customers, are investing in emissions reduction initiatives within Fonterra’s value
chain, including a Net Zero Pilot farm and tree-planting. This is perhaps indicative of the growing
pressure on companies to reduce Scope 3 emissions, as these emissions are incorporated into reporting
requirements and emissions reduction targets. This incentivises investment in supply chains and can
create a domino effect of emissions reductions across whole sectors.

5. Comvita Limited
Good practice: Clarity around current and future offsetting strategy

Comuvita states that it has not used offsetting so it will not achieve its aspiration of carbon neutrality in
2025. The company provides both a reason for this and clear next steps.

Given the current market trading and financial conditions, we do not think it prudent to be investing
in carbon credits so that we can state we are carbon neutral in 2025. We propose to review our aims
once we have investigated SBTs, further developed our supporting decarbonisation strategy, have
alignment of carbon reduction plans with key suppliers, and our land portfolio is finalised ... Comvita
anticipates exploring using high quality and certified carbon credits to meet its carbon reduction
targets nearer term and in relation to hard to abate emission areas."”
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10.

11.

12.

40

Kiwi Property Group Limited
Good practice: Clarity around future use of offsetting
Kiwi Property Group provides a clear statement about the use of carbon offsetting in the future.

Kiwi Property’s Decarbonisation Plan is focused on reducing operational emissions with the offsetting
of any residual balance with carbon credits purchased on the voluntary carbon market currently
planned for 2030. The final quantity of offsets is not yet known, nor have particular offset schemes
been chosen.®

New Zealand Rural Land Company Limited
Good practice: Dedicated section on offsetting and clarity about current and future use

New Zealand Rural Land Company explicitly states it is not using offsets currently and will not use
offsets to meet its emissions reduction target. Instead, ‘all reductions will be realised through direct

action and structural changes within our operations and investment activities’.!"

NZX Limited
Good practice: Discloses cost of carbon credits per tonne and who verified carbon credits

NZX discloses the price per tonne of carbon credits purchased in both 2023 (NZ$143.1) and 2024
(N'Z$43.2), noting that ‘going forward, carbon credit prices may be subject to change’. This is
indicative of the volatility of carbon prices, and reaffirms the importance of providing this information
for investors.

NZX also demonstrates a clear understanding of the distinction between carbon market service
providers and verifiers, stating that ‘offsets were purchased from Toitt Envirocare and have been
certified by Gold Standard as meeting the Fairtrade Climate Standard’.'®

Precinct Properties NZ and Precinct Properties Investments Limited

Good practice: Provides link to Toita Envirocare’s website, where comprehensive offsetting
information can be found

Whilst best practice would be to disclose carbon offsetting information in corporate reports themselves,
Precinct makes this information easily accessible by providing a link to its certification page on Toita
Envirocare’s website. The company also clarifies that this is where information on the offset type,
volume and project details can be found.'*

Property For Industry Limited
Good practice: Discloses comprehensive carbon offsetting information in climate statement

Property For Industry has a dedicated section to carbon offsets where it succinctly discloses the type
and location of carbon credits and who verified them. Whilst the company does not explicitly state the
amount of carbon credits used, it provides a detailed breakdown of the types of emissions offset, so a

total can be calculated using the GHG emissions breakdown on the page above.'?

Argosy Property Limited
Area for improvement: Discloses offsetting information in the sustainability report but not the
climate statement or annual report

Whilst Argosy’s climate statement does state that offsets have been used by the company, the amount,
type and location of carbon credits used are only specified in the sustainability report. There is no
mention of offsetting in the annual report. The purchase of carbon credits is both an AFI and a
fundamental aspect of a company’s climate strategy. Therefore, carbon offsetting information should at
least be in the climate statement and preferably in the annual report.'’

Fonterra Co-operative Group Limited

Area for improvement: Does not disclose information about offsets purchased

Whilst Fonterra has a dedicated section on ‘offsets’ in its annual report and is explicitly not using
offsetting to support progress towards its targets, it did purchase offsets in FY24. The amount, type and
location of the carbon credits purchased are not disclosed; nor is the intended use of the carbon credits,

nor who verified them. This information would provide clarity to investors, and the latter is required
under NZ CS 1 (see Section 2.2 on p.13).1%
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6.0 Recommendations

From this research, eight recommendations emerged, stemming from the Institute’s judgement that

the provision of carbon offsetting information by New Zealand companies is currently inadequate. These
recommendations should be read in conjunction with the 16 recommendations listed in

Working Paper 2025/06 — Analysing Climate Statements Contained in 2023 and 2024 Annual Reports of
NZSX-listed Companies.'®

External Reporting Board (XRB)

Recommendation 1: XRB should either expand its Aotearoa New Zealand Climate Standards or
establish a non-GAAP standard on carbon offsetting that requires the disclosure of carbon-offsetting
information, including a clear definition of the ‘core project information’ for carbon credits.

New Zealand does not have a formal, statutory definition of ‘core project information’ (or equivalent) for
carbon credits in its climate-related disclosure regime.

In June 2025, the Government announced its intention to require companies to disclose ‘core project
information’ of nature credits purchased, to promote transparency and integrity. This is part of a wider plan
to incentivise increased investment in New Zealand’s voluntary nature credits market, which includes carbon
credits (see Section 2.2 on p.13). This clearly demonstrates the importance of comprehensive disclosures
about purchased carbon credits in incentivising investment in climate- and nature-positive projects.

XRB states that the ultimate aim of NZ CS ‘is to support the allocation of capital towards activities that
are consistent with a transition to a low-emissions, climate-resilient future’.’” Ensuring companies disclose
comprehensive information about their current use of carbon credits directly supports this aim and aligns
with the Government’s intentions.

Currently, NZ CS only requires disclosures on carbon offsetting in relation to emissions reduction targets
(see Figure 3 on p.15). In practice, this only covers the forecast use of offsetting, and, given the volatility
of the VCM and developments in the climate space more broadly, few companies are able to say with
confidence what credits they plan to retire over long time horizons. This means the majority of companies
are making vague statements about offsetting use, if any at all (see Figure 11 on p.28). This is not valuable
information for investors.

Consequently, the XRB should extend disclosure requirements to cover the current use of offsetting and
‘core project information’ about the carbon credits used. The Institute considers ‘core project information’
to include the amount, type, location and price per tonne of carbon credits purchased, and who verified
them. This provides a much greater level of certainty for investors, as well as evidencing trends in prices and
extent of use over time, which will help stabilise the VCM.

Alternatively, the XRB could establish a ‘non-GAAP’ carbon offsetting standard. Under s 12: Functions of
Board of the Financial Reporting Act 2013, XRB has the remit to issue a non-GAAP standard (see Appendix
8 below and Recommendation 1 in Section 7.1 of Working Paper 2025/05). A dedicated stand-alone standard
may be warranted, given that only a limited number of companies currently purchase carbon offsets.
However, the appropriate course of action should be carefully evaluated in light of the substantial number
of companies that have indicated they will purchase carbon offsets in the near future, see Figure 11 on p.28.
A separate standard would ensure that companies using offsets are provided with clear and comprehensive
disclosure requirements, and it avoids further changes to NZ CS, which has already been amended twice and
may create unnecessary administration and confusion for companies not using offsets.

As the use of offsetting is expected to grow in the coming years, making carbon-offset disclosures mandatory
will likely become an increasingly important and reliable tool for ensuring transparency and building trust. It
will also support the Government’s intentions to expand New Zealand’s voluntary nature credits market and
increase investment in New Zealand’s natural environment (see Section 2.2 on p.13).

Recommendation 2: XRB should expand its financial reporting standards to require Tier 1 reporters to
disclose the cost of carbon credits in their financial statements.

Whilst there is currently no specific guidance on accounting for carbon credits under IFRS Accounting
Standards, discussions are under way to develop guidance in order to create consistency and clarity for
companies and investors, particularly as the VCM and use of carbon credits are forecast to grow.'?
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As a world leader in climate-related disclosures, being the first country to introduce mandatory TCFD-
aligned disclosures, New Zealand could lead the way in this area by introducing carbon credit disclosure

requirements for financial statements.'?®

In March 2024, the US became the first country to mandate disclosing the cost of carbon credits. As part of
new rules established by the US Securities and Exchange Commission, companies would be required
to disclose:

The capitalized costs, expenditures expensed, and losses related to carbon offsets and renewable energy
credits or certificates (RECs) if used as a material component of a registrant’s plans to achieve its disclosed
climate-related targets or goals, disclosed in a note to the financial statements.™®

The rules would have become mandatory for ‘large accelerated filers’ (i.e. companies with public shares
worth over US$700 million) in FY25;*° however, under the Trump administration, they were reversed.”*!
This is despite the fact that 80% of investors who commented on the rules supported them, illustrating the
demand for more transparency around climate-related disclosures.® Information on carbon credit costs
would be particularly valuable to investors given the variability in carbon credit prices and the high level of
risk and uncertainty associated with offsetting.!??

Globally, delays in guidance and requirements have been created by the complications around how to
define carbon credits in accounting terms - as intangible assets, as inventory, or as an expense. However, for
companies immediately retiring carbon credits upon purchasing them, there is consensus - the credits can
in most cases be treated as an expense, and in some cases, an intangible asset, if the credits are expected to
provide economic benefits beyond the current accounting period.**

Therefore, the Institute suggests that the XRB amends Financial Reporting Standard No. 44: New Zealand
Additional Disclosures (FRS-44)." This standard covers New Zealand-specific disclosures which are required
in addition to those required under NZ IFRS. The Institute’s proposed amendments to FRS-44 are:

1. To include a requirement for companies that have purchased and retired carbon credits in the financial
year being reported on to disclose carbon credits as an expense (or intangible assets) in the financial
statements

2. To include a requirement for companies to identify which costs relate to carbon credit purchases and/
or disclose the total cost of carbon credits purchased and retired in that financial year in the management
commentary of the annual report.

Comprehensive disclosure requirements for all generators, sellers and buyers of carbon credits would
provide valuable information for investors, governments (regarding their understanding of progress towards
emissions reduction targets) and any company seeking to understand and prepare for the impacts of climate
change. However, the Institute recognises that further discussion and global agreement is needed to develop
such requirements. The recommended amendments above reflect aspects of carbon credit accounting where
there is consensus, and which would offer considerable value to investors. Introducing these amendments
would put New Zealand ahead of almost all other countries in this space and allows companies to prepare
for the higher expectations and demands around carbon offsetting disclosures, from international bodies,
investors and consumers, likely to emerge in the near future.

Ministry for the Environment

Recommendation 3: MFE should regularly update guidance on offsetting to align with the latest
international guidance on best practice published by the ICVCM, ICROA and VCML.

The latest guidance from MFE on voluntary carbon offsetting was published in 2022. This guidance

was described as interim, with MFE stating that it ‘will be reviewed to ensure it remains relevant for
organisations in New Zealand undertaking voluntary climate change mitigation’.®® However, three years on,
the guidance remains unchanged despite the rapid pace of developments in international guidance. With the
ICVCM introducing its Core Carbon Principles in 2023 and new guidance from ICROA and VCMI released
in 2025, MFE’s guidance is now becoming outdated.” In November 2025, the Institute welcomed the news
that the guidance would be updated in 2026. However, MFE should carry out updates more regularly in
order to stay aligned with the latest international guidance and provide confidence and clarity to investors,
companies using and generating carbon credits and any intermediary organisations, like Toita Envirocare.
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Importantly, MFE should seek input from stakeholders when updating guidance, including carbon market
service providers such as Toita Envirocare, and organisations using, selling or generating carbon credits, to
ensure guidance is practical, applicable, comprehensive and aligned with current best practice.

The Institute also recommends that new guidance includes guidelines for registries on good practice around
retirement transactions, whereby registries include the name of the business that retired carbon credits in the
retirement comment, and businesses are encouraged to support making this information publicly available
(see Appendix 6 on p.77 for what a retirement on a registry looks like). This will support the implementation
of Recommendation 5 below.

Recommendation 4: MFE (or a similar body) should conduct regular audits of carbon credits purchased
from the VCM to ensure alignment with national and international guidance.

Voluntary markets operate outside of mandatory compliance schemes (e.g. the NZ ETS) and therefore lack
the legislative and/or regulatory checks and balances to ensure smooth operation. A number of organisations
are providing an alternative by assessing the quality and integrity of carbon credits against science-backed
standards (see Section 2.3.2 on p.19), but carbon credits can still be purchased from the VCM without any
regulatory compliance. There is also continuing concern that the standards verifying carbon credits are
inadequate, with carbon credits being over-issued and hence significantly inflating real emissions reductions
(see Section 2.3.1 on p.16). This is contributing to stagnation in carbon credit investment and a drop in
carbon prices, both of which potentially damage progress towards addressing the climate crisis. To ensure
the effectiveness of the VCM (within a wider climate response) and incentivise investment, it is crucial that
carbon credits are legitimate and of high integrity. MFE (or a similar body) can contribute to this by proving
regulatory oversight.

The UK Government recently introduced guidance on voluntary carbon trading in the form of six
principles. The guidance is aligned with the VCMI’s Claims Code of Practice."*® They are now exploring ‘how
these approaches could be reflected in guidance, policy and potentially regulation, supported by market
architecture that could embed and scale high-integrity practice’.’* The New Zealand Government should
adopt a similar approach. As the VCMI Executive Director states, ‘companies and investors need clear
signals that taking action and being ambitious on climate using voluntary carbon markets is supported and
recommended by policy makers’.!* Regulatory oversight of the VCM will increase its stability and increase
certainty for companies and investors alike. A flourishing VCM will help New Zealand meet its emissions
reduction targets more quickly and cheaply, as well as ensuring the environmental benefits of carbon
offsetting are maximised.

Recommendation 5: MFE, the Ministry of Business, Innovation and Employment (MBIE) and/or the
Environmental Protection Agency (EPA) should develop a centralised and publicly available dashboard
that records all carbon credit retirements by New Zealand companies.

Carbon credit registries record all carbon credits issued and retired under a certain standard. For example,
credits verified by Verra are issued onto one registry and credits verified by Gold Standard are issued on a
different registry. They are crucial for the credibility, accountability and legitimacy of offsets. They have
standardised protocols, publicly available information, third-party verification requirements and monitoring
protocols for projects to ensure that any carbon credit on their marketplace has been verified and meets strict
requirements. Ultimately, registries act as an arm of accountability, and in this case, help ensure that the
offset delivers the environmental benefit in a transparent and publicly accessible way. However, as registries
are organised by standard, not by nation, building a comprehensive picture of voluntary carbon offsetting
activity internationally and nationally is difficult.

Climate Action Data Trust is addressing this issue at the international level. It uses blockchain technology to
synchronise data from all major carbon credit registries on one interactive dashboard.’*! Similarly, BeZero’s
Corporate Retirements tool compiles data from the six main carbon credit registries. However, its data is
organised around the buyers retiring carbon credits rather than the projects and standards issuing them. With
coverage of more than 3,000 companies, retirements are mapped using Legal Entity Identifiers (LEIs).'*
New Zealand could replicate a simpler version of these models at a national level, developing a dashboard
that records all carbon credit retirements made by New Zealand companies in the VCM. As registries must
now require account holders to identify the entity on whose behalf a carbon credit is retired, in order to
comply with the eligibility criteria of the ICVCM CCPs, a comprehensive list of retirements made by New
Zealand companies can be easily established and made available on a national dashboard (see Appendix 6 on
p.77 for what a retirement on a registry looks like).!*
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A dashboard that records all carbon credits retired by New Zealand companies would be an invaluable
resource for tracking the use of offsetting in New Zealand, enabling the development of more robust and
effective strategies for meeting national climate change targets and international climate commitments,
and restoring confidence in the VCM. It would make a big contribution to filling the carbon offsetting
information gaps identified in the results above.

Commerce Commission

Recommendation 6: Commerce Commission should produce stand-alone guidelines on carbon-offset
environmental claims.

The Commerce Commission’s 2020 Environmental Claims Guidelines: a guide for traders provide guidance
on claims ‘about the environmental impact of the production, distribution, use and disposal of a good or
service’, helping to ensure companies comply with the Fair Trading Act 1986.1

The guidelines are based on the principles that traders should:

e be truthful

e beaccurate

«  be specific

»  substantiate claims
e use plain language

e not exaggerate.®

Claims around carbon offsetting and carbon neutrality are included in the guidelines, with the Commission
stating that ‘carbon-offset claims should clearly inform consumers about what is being offset and how it is
being offset’.1* In the Institute’s view, disclosing the specific amount, type and location of carbon credits

purchased to offset emissions is necessary to meet this guideline.

The existing guidelines have two key shortcomings:

1. They do not cover all carbon-offset claims. Claims about carbon offsets used to reduce the company’s
overall GHG footprint (i.e. its Scope 1, 2 and 3 emissions) may not be included if they do not relate
to a specific good or service. For example, if a company decides to purchase carbon credits to offset its
employee transport emissions, this is not directly tied to a good or service, hence is beyond the scope of
the current guidelines.

2. They encourage offsetting information to be disclosed in a piecemeal and dispersed fashion, which is
confusing and unhelpful for investors and consumers.

To address these issues, the Commerce Commission should produce guidance specifically related to carbon
offsetting claims, with explicit requirements for offsetting claims related to a company’s overall GHG
footprint. In line with the principles underpinning the existing guidelines (see above), and the current advice
around carbon-offset claims, the Commission should make clear that companies should include the amount
of emissions offset (in t CO,e), the type and location of carbon credits purchased and who verified the carbon
credits. This information is necessary to evidence that carbon credits equate to real and additional emissions
reductions and therefore that claims related to carbon offsetting are not unsubstantiated or misleading.
Making this information publicly available can strengthen the company’s marketing efforts. For example,
disclosing information about the project where carbon credits were generated and the tangible benefits for
the environment and communities that the project directly contributed to, alongside emissions reductions,
creates a compelling story that is likely to resonate with many consumers.

The Commerce Commission should regularly assess adherence to these new guidelines and provide feedback
to the XRB and MFE to support the development of more comprehensive and effective climate-related
disclosures. This will in turn enable more informed decision-making and strengthen New Zealand’s financial
markets and its resilience and adaptability around climate change.

Note: The role that this recommendation proposes for the Commerce Commission closely reflects the
current role of the FMA in relation to non-GAAP information. See discussion in Section 2.3 and Section 7.2
of Working Paper 2025/05.1
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Financial Markets Authority (FMA)

Recommendation 7: FMA should produce guidelines on good practice for voluntary offsetting
purchases and disclosures and review disclosures in annual reports and result announcements by
NZSX-listed companies and USX-listed companies that disclose carbon offset information.

This recommendation acts as a follow-on and potential alternative to Recommendations 3 and 6. It proposes
that the FMA produce guidance on both (a) purchasing carbon credits; and (b) disclosing information about
these carbon credits:

a) The FMA, with support from MFE, should produce guidance around purchasing carbon credits, as an
update to MFE’s 2022 Interim guidance for voluntary climate change mitigation."* This should focus on
how companies can ensure they buy carbon credits that are high quality, and additional and equate to
real emissions reduction, as well as outlining when it is appropriate to use offsetting and tips on which
carbon credits are the most suitable and effective. The FMA should account for the points made in
Recommendation 3 around seeking input from stakeholders and including guidelines for registries.

b) The FMA should produce guidance that lays out good practice for carbon offsetting disclosures. The
Institute defines good practice as disclosing the amount, cost, type and location of carbon credits, who
verified them (e.g. Verra or Gold Standard), an explanation as to why the company is using offsetting
and a plan outlining its use of offsetting in the future.

Both sets of guidance should be contained within one document and the FMA should monitor adherence
to this guidance and report findings on current disclosure practices to the XRB in order to support the
development of future climate standards and amendments.

The Institute believes the FMA is best placed to take on this role for the following reasons:

1. The FMA already undertakes a similar role in relation to non-GAAP information. The FMA has
produced guidance on good practice around disclosing non-GAAP financial information and monitors
adherence to this guidance (see discussion in Section 2.3 and Section 7.2 of Working Paper 2025/05).1%
Like non-GAAP financial information, carbon offsetting information is currently not standardised.
Therefore, producing a clear template and set of principles for good practice and monitoring adherence
to these is important in ensuring the stability and strength of New Zealand’s markets.

2. The FMA is responsible for ensuring compliance with the FMCA, which includes fair dealing
provisions. Compliance ensures making sure claims are not false, misleading or unsubstantiated. The

1% Due to the volatility and unregulated

nature of voluntary carbon markets, carbon-offset claims have a high risk of breaching these provisions.

Therefore, the FMA should be monitoring carbon-offset claims closely. As mentioned above, the

FMA also emphasises that this conduct extends to omissions.

Commerce Commission has some brief guidelines around how to ensure carbon-offset claims comply
with the FTA, which has a similar role to the fair dealing provisions of the FMCA. Therefore, the FMA
should work closely with the Commerce Commission when developing guidance on the disclosure of
carbon offsetting information.

3. The FMA website states that ‘the FMA is responsible for the independent monitoring and enforcement
of the climate-related disclosures (CRD) regime’ Monitoring carbon offsetting disclosures reflects a
simple extension of this responsibility.

4. Compiling guidance on carbon credit purchases and how to disclose information about these
purchases in one document under one regulatory body would create a much simpler system and
increase the accessibility of information for preparers, users, regulators and standard setters of
climate-related disclosures.

Global corporate climate-action organisations
Recommendation 8: Organisations must collaborate at pace to develop a coherent reporting framework.

Although international efforts have strengthened supply-side quality in carbon markets, far less scrutiny is
applied to buyers’ reporting on how those credits have been used. Table A8.2 (p.94) in Appendix 8 identifies
the four principal international organisations currently, or potentially, active in this area. Establishing a
coherent voluntary framework would strengthen expectations for transparency regarding both the source and
retirement of carbon credits, and improve alignment between financial reporting and climate reporting. Such
a framework would offer governments around the world a clear blueprint for setting mandatory standards.
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Abbreviations

ACCU
AFE
AFI
BECCS
BTR1
CBAM
CCP
COP29
CORSIA
DACC
EPA
ESG
ETS
FTA
GHG
ICROA
ICVCM
IFRS S2
ISSB
LEI
MBIE
MFE
NDC
NDCI1
NDC2
NZ CS
NZCS1
NZ ETS
NZSX
NZX
PACM
SBTi

t COe
TCFD
UN
UNFCCC
UN SDGs
VCM
VCMI
VCS
XRB
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Australian Carbon Credit Unit

Anticipated financial effect

Anticipated financial impact

Bioenergy Carbon Capture and Storage

Biennial Transparency Report

Carbon Border Adjustment Mechanism

Core Carbon Principle

29th Conference of the Parties to the UN Framework Convention on Climate Change
Carbon Offsetting and Reduction Scheme for International Aviation
Direct Air Carbon Capture

Environmental Protection Agency

Environmental, social and governance

Emissions trading system/scheme

Fair Trading Act 1986

Greenhouse gas

International Carbon Reduction and Offset Alliance
Integrity Council for the Voluntary Carbon Market
International Financial Reporting Standards S2
International Sustainability Standards Board

Legal Entity Identifier

Ministry of Business, Innovation and Employment

Ministry for the Environment

Nationally determined contribution

New Zealand’s first Nationally Determined Contribution
New Zealand’s second Nationally Determined Contribution
Aotearoa New Zealand Climate Standards

Aotearoa New Zealand Climate Standard 1

New Zealand Emissions Trading Scheme

New Zealand Stock Exchange

New Zealand Exchange

Paris Agreement Crediting Mechanism

Science Based Targets initiative

Tonnes of carbon dioxide equivalent

Task Force on Climate-related Financial Disclosures

United Nations

United Nations Framework Convention on Climate Change
United Nations Sustainable Development Goals

Voluntary Carbon Market

Voluntary Carbon Market Integrity Initiative

Verified Carbon Standard

External Reporting Board
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Glossary

Accounting standards

The External Reporting Board Standard A1 Application of the Accounting Standards Framework states that the
term accounting standard has ‘the same meaning as “financial reporting standard” and includes an “applicable
financial reporting standard” as defined in the Financial Reporting Act 2013’.

Additionality

The principle that a reduction or removal of emissions would not have occurred without the finance from
the sale of credits, ensuring genuine progress beyond ‘business-as-usual’.’*! All carbon credits must prove to
be ‘additional’ to be verified.

Biodiversity credit

A certificate that represents a measured and evidence-based unit of positive biodiversity outcome that is
durable, and additional to what would have otherwise occurred. Positive biodiversity outcomes include
improvements in measures of biodiversity; reductions in threats to biodiversity; and preventions of
anticipated decline in measures of biodiversity.'*?

Carbon credit

A tradable, non-tangible instrument representing one tonne of GHG emissions.'>

Carbon credit standard

A set of criteria that projects must meet in order for the carbon credits they generate to be verified and issued
onto a registry.

Carbon credit standard setters

The organisations that set rules, oversee project design and development, and approve and track credit
issuance and retirement. They are also referred to as ‘verifiers’ in this paper and ICROA wuses the term

‘independent crediting programmes’.!>*

Carbon credits used

Carbon credits purchased and retired to offset a company’s emissions.

Certified

See definition for verified.

Core project information

Information about carbon credit projects that enables an assessment of the quality and financial implications
of the carbon credits a company has used or intends to use. Although not formally defined by the New
Zealand Government, the term ‘core project information’ appears in the Ministry for the Environment’s
2025 document Scaling Up Voluntary Nature Credits Market Activity in New Zealand: Proposed Government
Roles, which outlines how the Government plans to build confidence and support growth in voluntary

nature and carbon credit markets.'>

GHG sink

A process that removes GHGs from the atmosphere.!*

Insetting

Broadly defined as a company investing in emissions reduction and removal projects within its value chain.
Companies are currently using it in the context of offsetting emissions using internal carbon removal
projects, like planting trees on their land (see Observations 3 and 4 on p.36). As with offsetting, these
emissions reductions or removals should be measured and verified by a carbon credit standard, but they are
not issued on the VCM.'”
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Offset (in climate policy)

The reduction, avoidance or removal of a unit of greenhouse gas (GHG) emissions by one entity, purchased
by another entity to counterbalance a unit of GHG emissions by that other entity. Offsets are commonly
subject to rules and environmental integrity criteria intended to ensure that they achieve their stated
mitigation outcome. Relevant criteria include, but are not limited to, the avoidance of double counting and
leakage, use of appropriate baselines, additionality, and permanence or measures to address impermanence.!*

Over-crediting

When more credits are issued than tonnes of emissions reduced or removed by a given project, due to factors
such as unrealistic baseline assumptions or employing data with large uncertainties.'

Phantom credits

Carbon credits that do not represent a real, additional, permanent and verifiable reduction or removal of
GHG emissions. They fail to deliver on their promised environmental integrity, often due to methodological
flaws in baselines, lack of additionality, impermanent sequestration, or double-counting across different
accounting systems.!*

Public accountability (an accounting term)
The definition of public accountability in XRB A1 has two parts:

Part 1 refers to the IASB definition (based on the international standard IFRS for SMEs): An entity has
public accountability if its shares or debt are traded on the public market - or if it holds assets in a fiduciary
capacity for a broad group of outsiders as one of its primary businesses.

Part 2 refers to a New Zealand-specific ‘deeming provision’: An entity has public accountability if it is an
‘FMC reporting entity’ with ‘higher level of public accountability’ as defined under the Financial Markets
Conduct Act 2013 (FMCA).!!

Public accountability is defined in XRB A1: Application of the Accounting Standards Framework as:

7 For the purpose of applying the Tier 1 criteria, an entity has public accountability if:

(a) it meets the IASB definition of public accountability as specified in paragraph 8 (subject
to paragraph 10); or

(b) it is deemed to have public accountability in New Zealand in accordance with paragraph 9.
8 In accordance with the IASB definition, an entity has public accountability if:

(a) its debt or equity instruments are traded in a public market or it is in the process of issuing
such instruments for trading in a public market (a domestic or foreign stock exchange or an
over-the-counter market, including local and regional markets); or

(b) it holds assets in a fiduciary capacity for a broad group of outsiders as one of its primary
businesses (most banks, credit unions, insurance companies, securities brokers/dealers,
mutual funds and investment banks would meet this second criterion).

9 An entity is deemed to have public accountability in New Zealand if:

(a) it is an FMC reporting entity or a class of FMC reporting entities that is considered to have a
‘higher level of public accountability’ than other FMC reporting entities under section 461K
of the Financial Markets Conduct Act 2013; 2 or

(b) it is an FMC reporting entity or a class of FMC reporting entities that is considered to have a
‘higher level of public accountability’ by a notice issued by the Financial Markets Authority
(FMA) under section 461L(1)(a) of the Financial Markets Conduct Act 2013.

10 Notwithstanding paragraph 8(b), an FMC reporting entity is not considered to have public accountability
unless it is considered to have a ‘higher level of public accountability’ than other FMC reporting entities
in accordance with paragraph 9(a) or 9(b).'?

REDD

Reduced Emissions from Deforestation and Degradation in Developing Countries. These forestry and land
use projects are developed based on the voluntary REDD + framework, developed by the United Nations
Framework Convention on Climate Change (UNFCCC) to encourage financing of forest conservation
and management in lower-income countries where forests are at risk of land-use change or reduced carbon
storage.'®®
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Reduction credit

One tonne of future GHG emissions that is avoided by reducing or eliminating the use of an emissions
source and is additional to a ‘business-as-usual’ scenario.’** Also known as avoidance credits. Examples
include renewable energy projects, electrification and water purifiers (which avoid the need to boil water

over smoky fires that generate emissions).'®®

Registry
A system for tracking credits, recording the initial issuance of the credit, any transfers related to sales
transactions, and the retirement of the credit.!¢

Removal credit

One tonne of GHG emissions that is removed or sequestered by a GHG sink. Examples include forest

restoration and direct air capture.'”’

Retirement

Once an entity has claimed the carbon benefit a carbon credit represents by incorporating it into its total
emissions reduction, that carbon credit is removed from the market and labelled as retired on any registry it

is listed on, making it non-transferable and non-tradable.!*

Verified

Audited by a third-party standard setter, like Verra or Gold Standard, to ensure that a carbon credit-
generating project meets all the requirements of a carbon credit standard and that the monitoring and
measurement of emissions reductions are accurate. Carbon credits have to be verified in order to be issued.'®’
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Appendix 1: GHG Protocol scopes and emissions across
the value chain

Figure A1.1: GHG Protocol scopes and emissions across the value chain
Source: World Resources Institute (WRI) and World Business Council for Sustainable Development (WBCSD), Corporate Value Chain
(Scope 3) Accounting and Reporting Standard, September 2011.7°
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Appendix 2: Examples of NZSX-listed companies that
discussed the generatation of carbon credits

Table A2.1: Three companies that discussed the generation of carbon credits in FY24 annual reports or
sustainability reports

NZSX-listed company name Publication

ArborGen Holdings Limited Climate Statements FY 2024 12
Comvita Limited Annual Report 2023 19
Comvita Limited Annual Report 2024 28
New Zealand Rural Land Annual Report 2023 26

Company Limited
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ArborGen Holdings Limited
Climate Statements FY 2024

Risk / opportunity Typs Potentisl business impacts Risk rating

Increased demand for Opportunity Theno is an opporunity fos ArborGon to Shott torm Modium
mfvanced gonatics continua ingreasing imestmant into

anmlings which have resparch and development in s pursuit o Mpdium term Medium
greater resislance to breading seediing varistics with greater

disaase, weathar and resistance and sdaptability to disease, Lang term Medium - High
pasts waathar aned pests. Product diversification

will hirtp to protect ArborGen from any
potential changes in the muwket for its core
product oiferings. Thede is potential 1o
parner with othar projecis and compankas
1o strategieaily Increass imestment into
R&D. Partnerships can slso provide an
opptunity whareby partners can prodece
ArborGen's own ganetic maerial = without
requinng a need for expanding ArborGen's
CWTI U Setios and orahards. As customear
demand and prelerences fof sustainable
products inerensos over time, there is an
oppounity o incresse vesimant and
production of genetic material in secdlings
with enhanced corhon saquostration.

Increasad customear Oppounity As tha market increasingly shifts towards Shiort term Loy
demand for secdlings reforestation and afforestation projects
for afforestation and and sustainable materipls, ArborGencould  Medium term  Medium
reloresiation obtain & greater market shane and

anhanced competitive sdvantage for s Long term High

product. ArbonGan can respond to
changing customar and conaumar Behmvior
undd preferances through its A&D
Iimvestment. There is an opportunity for
ArborGen to conlinue 1o actively engige
with carbon project develogers who are
pursuing largs scale atforestation and
roforestation projects in the Southern US
o Brazil, Currenity, ArborGan has one
long term supply arrengement o provide
both advanced genetics pine Soedlings and
handwood seadlings. ArborGen should alm
1o & ontinue sesking out similar long-tarm

supply conlracts.
Financial incentives for.  Opponunity ArborGen will conaldar integrating Shiort term Law
refosestation and sustalnabality into its operations to accass
promoting sustainable 8 hvoader range of finencing options, Medium tetm  Low - Medium
forest managemaent including green bonds, sustainabding-
practices g, carban linked loans, and imgact mvestments, Lang term High
credits Theese linancial instruments often attract

irvesions who priontise ESG

considerations, ereby diversiting
Tunding soureas and potantially reducing
‘borrowing costs. In the LIS forestny
industry, financial incentive afrangements
Henrod towards sustainability medasdres
ato cwrmently allocatod and tangeted o not
Tor prafits, but this could change owar tme.
Thene i &n opponunity for povate sector
comprnies ke ArborGen to potentially
DCCOES M.
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Comvita Limited
Annual Report 2023

bo be o B Corp argamisation,

| v aspired fo be part of a
busmeas thot fecognises the
imgortence of oll stakehobder
groups. Hgh-guatity retailers
glabally are demanding evidance
of brand integrity, and B Carp
provics that evedencs o
will opan up new distnbution
op@ortunities. | alse believe
thot 8 Corp principles ara
ershrined inour Harmany Flan
launthed in 2021 and therefore
Itis-enly naturel that we would
opply for and recewe B Corp
actreditation. In September
2022, we became the first
listed business in Aotearea
Mew Zeclend to change our
COMPCy ConaTitution to
reflect sur mult-stake holder
prigrities. | wosdelighted
whan our sharghelders voted
ovarwhalminghy in foweur of
this change.

Cyelone Gabrielle has
offecved your operations

in Howke's Bay. Does Lthe
business remnin vuloerable
to extreme weather evenis?
Huw are you mitiguting
that msk?

DAVID: Firstly, it's importont

o recognise the smpoct thot
Cychurm Gabriele hos had, and
continues to hove, on peools in
Ehe Howke's Bay region, | visited
the team o Few days after the
tyclone and can anky déaribe (T
a% apecaiyptic. We were reliswed
that oll our tearn were safe and
wll But saddened by the kas of
lifa and the sxtansive dwnng-p
that cecurrad

Given the extrema nature of
the woather this year, we are
plocsed that our Aplary division
ogain showed that the Aplary
mads! that we launched in
2020 detiverad for the fourth
consecutive poriod, Maturally,
Qivien extrema weathor

vents and in line with owr
climate disdosura reporting
regquerements, wi an looking
vary closaly at tha impoct of
wxtrarme weather events on oy
noww Manuka forosts thot we
plont inorder ta help mitigato
thess weather impacts

L particular; your forestey
strategy and approach to
honey supply scem to have
remained resilicnt, What is
it ahout these strategies that
have made the difference?

DAVID: Our Manuka forests
have so far proven to delher

a L0% uplift in yield, 40%
ncrease in quality of yeld and
20% reduction in cost per hive
Due te their size, they alsc allow
us to have booksopers on sitae
and to respand to weather or
othar noeds bees may hove, We
afe targeting te delver 20,000
hectares of forests by 2030
fram 7500 hectores today.

Met anty do our forests enture
guality of supply far Camyita
thay also craats an environmant
that protects nodve floro ond
lowna, including lowl, long-tailed
bats and whio (blus duck),
Wia'vo recenty complobad our
first biodiversity study, which
also shows iImprevement m woter
guality ond insect populotions
ond provides o thriving hob:tat
Tor birds and rative bats in the
first fiva PRI ersUs posture.

You've said that you're
ul';cl.i.h.gul.alrl-hi!lll..uni..ll
and environmental gains in
terms of your longer-term
Minuka forest investmant.
Iow will that investment
specifically benefit investors?

BRETT: What sat = us apart from
aryane alue n the industry has
hsan the sustoered commitrient
to and rstmant in cur end-
te-and busineas model. That
srarts wathour insmarkst
capabidity to develop consumar
demond and then-our capabkty
back in Astearon New Fealand
e evohe cur supply model To
match that damand bath in
guality and vatume terma, | am
especiafy proud of the way

that our forestry and Manuka
haney supply models have
evohied, with o bolanced facus
o0 economit, anvircmental and
social sustainobée best proctice.
In this weay, significant long-term
value is being created fer oll
Caomvita's stokeholders,

DAVID: As | shored aa-lier,

our forests delver S0%
improsrement o yeld, H0%

in quality of yield and 20%
raduction in cast per hiva
These afficiencies will anchie us
to continue to diliver highesk-
quality product with the lewest
cost for the quality delnered.
Thie quakty is o ey foundation
Fer cur consurner loyalty and
brand leadurship. (meestars il
benafit os we retain consumers
and ultimately delver our
vorgeted 0% EBITOA rwargin

In nddition, cur Manuka forests
will be aligible for carban credits
through their sequastrotion of
carban diewide, Wewall intialke
usa carbon credits to affset our
carban factprant, but mthe not-
roo-distant Future, wa will hanes
reoREs credits That we are oble to
e At the mament, we are not
able to allocate any valee to thirds
cradits, but thisis mprudmng
reguilatary process. It's alsa
impoartant ko recognise thak our
Minuka forasts invclvs planting
an indigenous species ond
oasocabted companian planting
fot msctor diversily rather than
exotic overseas varetbols

In terms of vour longer
term climate-positive and
nel-gero sirategy, what

are the nmeframes for
decarbonisation, circularity
and wasle reduction® What
will those changes cost the
buosiness, and what positive
impacts will they schieve?

DAVID: We will reach aur
carbon-neutral and climate-
posithe goals through a
combinaton of corbon
reduction ey year in line with
verified science-bosed tergecs,
supparted by sequestration from
our farests and cthes nabure-
positive impacts. Currently, 22%
of aur pockeging is recy clabla
Chr rarget for naxt year is

GRS, and we are developing o
paathavery to achiges T00% in

the near future Wa are already
ABEING SUF MAjOF CUALomErd
requuring carben neutral and
srimnss posed reduction
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Comvita Limited
Annual Report 2024

LOMG-TERM THINKING 7 KO TE PAE TAWHIT

6.

MAMNUKA

FORESTS

The multiple benefits
of growing scale in
Manuka forests

Gliven the significant changes in Industry
supply capability and consumer demand, we
embarked on our forest planting programme

in 2077,

I 2020, wa cocelerated this plonting programima
ond shared our hypotbesis thot forests would
enalble us to deliver &0% improvemnent in yield,

a &0% improvement in quality of yiedd and a

2005 reduction imcost per hive

By the end of FY24, we hove planted awer 6,300
hactares of Manuka (exclusive vorietes) across

15 sites. These forests are focecnst to provide
circa 50% of our demand requirements by 2030
ot a sig:l.ﬁwnl‘. cosl advantoge for premium
supply aswall as soquostoring carbon, gonerating
Mew Zealand Ermissions Trading Scheme MNZUs
aned delvering benefickal biodiversity sutcomes,

In FY24, in ling with that hypothesis, one of our
forasts delivered a 600% increase in supply of
20+ and X+ UMF™ haney ot a significant cost

acvantage. This S00% incracss is from one forest
v the moxmum supply of 20 ond 25+« UME™
hanay Uat thae Group bas aver produced from

oll forasts in ony one yoor.

From o consumar parspective, we understand
thot thea maore efficocious Lthe product that the
consumer uses. this creates higher leyalty and
increased consumption due to the noticeable
impact on immunity and health, &s such, this
increass in supply of more premium monofienal
Manubka honey anables us Lo actively Lrade
consumers up, and in thot process, we also
increaso satisfioction.

I FY 24, wo dalivarod strong parformonce through
our aplary division with over B0% of all honoy
that wvee harvested being market compliant (fram
a regulatory perspecthve), This brings significont
operational Limphfication and alas igher quality
that | inkherent in our brand value prspos o,

54
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New Zealand Rural Land Company Limited
Annual Report 2023

Mew Zealand Rural Land Company Limited and its subsidiaries

Motes to the consolidated financial statements
For the year ended 31 December 2023

5 Inwastmant properties (continued)

In April 2023, the acquisition of the forestry estates in Whanganui/Manawatu settled for §71.6 million, That acquisition and its associated
costs were funded from the proceeds of a pro-rata rights offer in March 2023 for 523.4 makon, bank funding of 578.5 million, a
convertible losn dauance for 512 malion (refer o nate 15), and surplus cash,

Upom seftlement, the tao estates were simultaneously leased for 20 years and 16 years respectively, with CPI adjusted payments.

The forestry estate is curmently being used to capture carbon from the stmospherne with the associsted carbon credits sold on the New
Tealand Emissions Traging Scheme (M2 ETS). The forestry estate can, at the tenants election, be harvested for timber, Both the forest and
the assocated land are interconnected and inseparable, accordingly they hawve beéen classified & investment property and ane held to
earn rental income and for capital appreciation,

31 Decembaer 2022

Capitalised
Opening Lease fee lease  Revaluation

Land araa balance Additions ' amortisation incentive * gain Carrying valus
Lacation Hactares 5000 5000 5'000 5000 5'000 5000
Canterbury 5,765 130,208 - [T (&9 1172 140,837
Qtage 3,500 20,138 - {2 - &350 80,726
Southland 1,386 44,953 - (18] 316 436 45,687
Fair value of investrment properties 264 5099 = [24] 227 2,258 267 360

" Includes directly attributable acquisition costs,
i Met of amartisation,

51 Fair value meaturemant, valuation techniques and inputs

Extemnal, independent valuers, having appropriate recognised professional quakfications and recent experience in the location and
categary of the property being valued, value the Group's Canterbury, Otago and Southiland properties at least every 12 months. The fair
walues are based on market values, being the estimated amoung for which a property could be exchanged on the date of the valuation
between a willing buyer and a willing seller in an arm’s length ransaction afver proper marketing wherein the parties had each acted
knowledgeably, prudently and without compulsion. Valuations performed on the forestry estates are made and evalusted by the
compary using discounted cash flows, with indepencent market inputs reviewed by independent valuers,

The Group's investment properties were walued by Colliers International, with walues applicable as at 31 December 2023.

Investment properties are classified as bevel 3 {inputs are unobsenable for the asset or lability) under the fair value hierarchy on the
Dasis that adjustments must be mace to obsenvable cata of similar properties 1o determing the fair value of an individual property.

During the year there were no transfers of investment properties between bevels of the fair value hierarchy. The valuation techniques
wied In measuring the fair value of iInvestment property, as well as the significant unobservatle inpuls used ane as follows;

The investment properties (except for forestry assets] have been assessed on a fair value basi utilising the income approach for the
Group's infenest as bessor and & Market Aporoach 10 assess the reversionary valee of the assets at the expiry of the curment lease terms.
The valuation inchudes the consideration made by the valuer for the applicable climate risks.

The net present value of the income provided under the lease agreements have been assessed to be above prevalling market leases for

similar assets. This results in the Group's intefest assessment in the leases being greater than the current Tair value for the asset an the
Bass of the Comparable Sales Approach.

Financial statements

N7 wrnmnasmn D6
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Appendix 3: Diagram to show role of Toitu Envirocare in
carbon offsetting

Figure A3.1: Life cycle of a carbon credit in the VCM

Source: Toita Envirocare, pers. comm., August 2025.7!

Issuance cycle repeated
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Appendix 4: Examples of documentation and carbon

offsetting information provided by Toitu Envirocare and

Climate Active

Figure A4.1: Example of Summerset Group Holdings’ carbon offsetting information provided by

Toitd Envirocare

Source: Toita Envirocare, Summerset Group Holdings Limited Certification Overview, 2024.17
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Figure A4.2: Example of ANZ’s carbon offsetting information provided by Climate Active
Source: Climate Active, Public Disclosure Statements Archive: ANZ, May 2025.17
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Appendix 5: Examples of observations made by the
Institute on FY24 annual reports and sustainability

reports

Table A5.1: Examples of current practice in FY24 annual reports and sustainability reports

NZSX-listed company name

Air New Zealand Limited
ArborGen Holdings Limited
Argosy Property Limited

Argosy Property Limited

Comvita Limited

Fonterra Co-operative Group
Limited

Kiwi Property Group Limited

New Zealand Rural Land Company
Limited

NZX Limited

Precinct Properties NZ and Precinct
Properties Investments Limited

Property For Industry Limited

Climate Statement 2024
Climate Statements FY 2024

2024 Climate-Related Financial
Disclosures

2024 Sustainability Report
Climate Statement 2024
Annual Report 2024

2024 Climate-related Disclosures

Climate-related Disclosures 2024

2024 Annual Report
Climate-related Disclosure 2024

FP24 Sustainability Update and
Climate-Related Disclosures

22
12
16

20, 21
147

22
15, 32

152,153
39

33,34
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ArborGen Holdings Limited
Climate Statements FY 2024

Risk / opportunity Typa Fotentiel business Impacts Risk rating

Increasod demand for Opportuinity There i an opportunity for ArborGoen 19 Short torm Madium
advinced genetics continue increasing investment inlo
seadiings wiich have research and development in its persuit of  Madium term  Madium

reater resistance o breeding seedling varelies with greater

disaage, waather and resistance and adaptabslity to disease,

pasts ‘waathar and pests. Product diversification
will help to protect ArborGen from any
potential changes in the markat for its cone
product aftenngs. There i polential to
parmer with other projects and companies
o sirategically Increase investiment into
R&D. Paninerships can also provide an
opportunity whareby partners can produce
Arbariian’s own ganeatic mataral - without
requiring a need for copanding Arboren's
oA nurseries and orchands, As cuslomarn
demand and praferences for sustainable
products incresses over time, thers & an
opporiunity 10 increass investment and
production of genatic matardal in seadlings
with anhanced carbon saquastration,

Long term Macium - High

Inereased customer Dppounity Az the market increasingly shifts wwornds Shaort tenm Lo
demand for ssedlings reforgatation and offorestotion projects

for atforestation and and sustninablo matarials, AroorGan coubd  Medium term Madim
refarestation obitain a greater market share and

enhanced comgetitive advantage for ita
product. ArborGen Gan respond o
changing customes and consumer behavior
and praforonces through its RAD
Imiestmant, Thare is on opportunity for
ArborGen to conbinue to pciivaly engage
with carbon project developers who are
pursuing lorge scale slforestation and
reforastation projects in the Southern US
and Brazil, Currently, ArtsorBen has one
long term supaly armangemant to provide
both advanced genetics pine seedlings and
hardwood seediings. ArborGen should aim
to continue seaking oul similor long-term
supgply contrisats.

Long tarm High

Financind incenthes for Cpporiunity ArbarGen will consider integrating Short term Low

refarestation and sustainability into its operations 1o pocess

premating sustainable  broader ranga of financing options, Madinm tarm Low = Medium
forast managament ineluding grean bonds, sustainability-

practices eg, carbon linkad [oans, and IMPact investments. Long tarm High

cradits Thisa financiad instruments often attract

Imestors who prioritise ESG
considerations, thareby dimrsitying
funding sources and patentially reducing
barrwing costa. in the LIS forestry
Industry, financisl incantive arrangaments
feaned iowards sustainability measures
mrg currenily allocated and targetad to nat
for profits, but this could change over time,
Thiere is an opportunity for privivie secbos
companias like ArbarGan to patantinlly
BEGRES OM.
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Argosy Property Limited
2024 Climate-Related Financial Disclosures

2024 Climate-Related Financial Disclosures

GHG emisaions intonaity
Augosy § GHG anissions inensity 18 calouleued as:

Soopn |omissons + S00pa 2 amissiong
Revaris

/I TC0,0

= = 000 Em

S1Em

Ascots exposed to transitien rioks

Al ol Argoay’s proparty Assets &g potenatially sepoeed 10
Lrarsiion risks dnging undar the climate scenadios describod
Ins thits repart 1o some exign For exampls, eregy slficency
requEtemant s &%d tha Aeed lar increased iasilinnse.

Beaets exposed 1o physical risks

Al ol Arposy"s properties are polentiolly sxposed o physical
risks [climate scenaios described in s repon, parlicularhy
whdaf climats acetarks 3} ko sofma Bxlend Fof saampls, clmsta
impacta fridm incrogses n the Trequancy and the stverity of
acube weather gwents,

Climate - rolated opportunition

Al of Argosy’s propsrtias are potentially exposad o climate-
rlated Gpoonunises under the climate scendnics describad in
Lhis regon Lo soma axlent, For examph, tharg ke 1 polent al
for propirtias 10 be upgraded such that thay afe mons eneny
elficient and resilient making tham more stirecive 1o lonanis

Capital deploymant

Argosy had 1 Greon Sulldings with a tofal vanua of $683.4m as
ar 31 March 2084,

Internal amissions prica

For the year anded 31 March 2024, Argady had an

inemal emEsont price of $21/150,0, This is the averags

cosl ol cifsstting Scops | and 2 carbon emissions o

Asgody’s certification under Tolld Emvirocare’s Nel Cartonzaers
Programms, (Tha discicsuns of emissions in this repon is

nat certified by Toitd Envrocars, Furthar infarmation aboat
Amcey's cortification rom Toitd Emvirgcane is privided i our
Sustalnabiity Reporth

Hemunaration

Aagemy's shart tenm incentive schema Inclustes components
firked o climate- related risks and opaortuniitbas, For the vaar
ended 31 March 2024, 2% ol the st ¢hart term incenlive,

and 12 5% of the CEO s ahodt-term incantive, were linked to the
deyelspmant of Groch Buldimgs,

Py’ Proparty Limited

INDUSTRY BASED METRICS

ey A s arldaions reduction programmie as sart af oud
TSIty Envirscart Mot Carbonbend Programma, and a target Iar
5% ol o portfolio to be Green Bulidings by 31 March 2331

Emisatons reducthon programma

Iri 2020, Argosy impbemenled an emasions reduction
programETE with o base yeaf o December 203 and a

Langed of achlving & 30% reduction In Soope 1 amd Scops
2amizsiors by 3 Decamber 7000, Argeay was of track b6
sChigve oriisgong redusticnt undar This programme. However,
1o align the programma with (he egaoiting pekad o cur climate
related disclosenes the base vear has boen changed for the
currenl yoar ordad 31 hearch 2004,

The currént yedr Lo 31 March 2024 is the new Das voor 1or the
PrograEmeTa, wihich now targare:a 17, 5% rodicton (n Argosy's
wmlsakons Wbansily hor Scope | and 2 amissions [reoofed
abayve) By 31 March 2031, The &messions redusticn st isan
intareity Dased taegel Lo redude ArQoey's amisskons, enteed
it a5 part of Taltd Cavirocars ™ Neél Carbonbera Prograsmms,
Achloving this target will Sontributa bo limning gobal warming
by ruclusing Argosy's emisslons. Howeyes, I B ol @ seenci-
based targel linked directly Lo Paris Agreement ooals o the
speciic goal of imizing ghobal warming ta L5'C,

Faor the year to 31 March 2024, Argosy |3 achieving a beval

ol gmiEsions reductions consislent wilh tha gt Arpesy’s
Scope 1and 7 emisskans reduction peogramme coss not rely

o carban offsarn, Howesor, AQCEy s cartification under Toimuy
Ernvirocsme's Carlson raro Progiamime mlles on carbon oflsets [y
emissons remaining after redictons undar Argosy’s emissions
FeiCLion CIOQrammi.

Gresn Buildings

Aagogy has 8 tangel trat S0 of tha bulldings In s poetiolio
(b market walipe) will be frean Bulldings by 51 March 2031
This i 8N MGORE Ty DaS0d 180007 a0d FNCroasing tha nembaer

of Grisen Buidings in Argosy”s portfolio oot ributes b limiting
piotal warming by Increaséng the energy efficlency of Argoay’s
poiticho, Howewr, It s not @ selence-based Large: inked
diractly to Paris Ageanment goals o tha spacilic gosd ol limiting
Qictal wamming to 15T

As at 31 March 2074, 35% of the Bulldings In Argosy"s poriolio

wno Gcon Buildings. Increasang tha numaor of Groon Bulldings:
In Argosy's porticlo does ot 1ely on carbon cffsets

¢ Chmnato-Falstod Fraoco! Daclogums L
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Argosy Property Limited
2024 Sustainability Report

TOITU CERTIFICATION

Argogy angaged Tond Envirecane (Toltd) o cadoulsie

Ita cackan foat pint ard provids amistions Mmansgamani

gigdance by Implemantaticn of an evirsnmantdl

maagumand End rechuclion plan lfor Scopes 18 2 and sorme

Coop 2 amissions

« Bcopd 2 0nd Scopa 3 amissione roporied balow differ from
winvgsions teporied n Argosy's Climate-Fe ated Financial
Disclosures Scope 2 amissions are mported balow using
tho markot-caesd mochod undor Toiu's Mol Carbonzoenn
Programima, which wtis condrsciual ins!urnents 1o
purchasa renewanls anargy and reduca emissions panerolad
by decricily; and Scopa 3 emissions below are limiled
to ired nact @missions from transpartation. 10 contrast,
Argomy's Chimate-Relaced Financial igclosures for Scopa
2 winkswors s L location-besed inothad, whaie an
emasions isctor k= calculated from all electricity dalvered to
3 Qrid ovor B cenain pericd. Thero ks mom comprahonshng
rigriing of Scopet 3 emisaons in our Climate-Rdated
Fimancial vsciosurnas which are avaliabie on our wab
site [www Brposyoone).

Trlt: has certified Argowy as Mot Carbonzem for the financial
year anding 31 Manch 2024, Tolal emissons for 2024 are
22003 tonnos SO -0 wivich have boon oifsel Lsing 221 ténnas
of infemational Solar Enangy Projact cradits

«  Raparted amisalons include a5 Incnkasg |n Soopde T emissinas
from last year due (o st conditioning relrigarant loaks
contributing 141.5 Lonnes 00,4, and a decrease n Scope
2 slectricity amigsiond, This Scope 2 emiaalons raducion
wias aidad by a rdll-out of carton zoro olociricity supply
acoouind acrass the poiialic, For 2003 - 2024, Argody has
widangd 1he repormabia amissions boundary, includmg [But
mol fattimg] tenant ekectricity conswirgion in leesed
prarises, &nd prosedty malalinancd emissions.

Cartitication ensures (hat Argosy i3 meating intermaticnal
Bast Bracticd in tahme of moaguring, rapormng ang
manitoring s carton emessions

= A5 arequiremant ol 1he Mt Carbonzena Cemification,
Bigpasy Bas bnplemanted aamisslons edeeton
glan. Mohe Blormaticn about 1his is grovided in
the Matrics and Tangals sclion of Argoky's Cimale-
Falatad Financial Disclosines which i avallable on cur
WOREIEE (Wwiv, a7 Q0Ry.C0.RT)

Parformancs

+  Cuartarly mestings covering marliaring, mpating
and poffofmanca

= Mo Dowards carbon ot 2ong by implomanting an
emisshors reductlon plan combined wilh purchassd
caroon oftsets.

fageay Proparty Limited Seataingbaty Sepon 2004

Conified smissicne
witkhen the Tedu Met

Argory's smbssicna for the year
ended 21 March 2024

Coarbgngers Programma
Grope 1. Diract amissions 185.8
Scopa 2: Indirect amissions 2.8
from ot ed ensngy (market -
basad method)
Scope 3: Indrect emisskoos 30,7
trom transporiation
Total gross amisalons 220.3

OURGREEN CULTURE - BETTER PECPLE
Owvararching purpase

Aggeosy ecoggnises thal RS activities can have an

irmpact oh the astural ervieanmant and i committed 49
managing and roduceng the consaguonces ol thaso sctivitles
vebiseaydr posslbds,

Argosy's approach

Argasy havigatablished & Graan Comnittos which mests

quartarty 1o dScuss ways [0 reduce the anvEoRmans] mmpect

ol 1ty alfice costatiom by o gy day-lo-dey practices

Porformnnca

Tha Gresen Committes targets changes which cin pesitiely

mpact Angosy's carbon footonnt including:

«  Supporting tha mova towands oo wehicka flaat
Bacoming eleciric.

»  For wasta contracts which Argosy manage, now controcls
will rapoit o lanoill and recycling separation

+  Reducing alrirave! gmissions by encouraging video
meetings and increasing the waranass of the impect
af Mying.

+  ‘Wasie reduction by separation of recycling, maasuremant
and ridiction ol constnaztion waste and diverdion from
Landlll whargver posehla

s Moasuing Soo0a 3 acmions| woluniany smissons (DUl nod
raqpulring oifest)

DObiective [ F T Tage
coamyplatinn
date
Enargy Encrgy motoring nstalled on 2of D26
metceing 13 office bulldings
Waste Weasts MANSGETEnt measuring Ongoing

managomont and raporting comphited on 5of T
butkfings. Remaining 2 buildings
Lo bo complatad on arpiry of
axlsting contracts

Flights Racuca domastic alr travedl
bry Introdhicing nulos for fight
beokings and thisshalds for
wides conferencing

Fefrigerant  Cortinua planaing bor phasa
ot of R22 units on all
Bwidings &nd replace wilh lower
GHG rgfrigesants
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Comvita Limited

Climate Statement 2024

CLIMATE STATEMEMNT 7/

Mutries
and Targets

TAUAWI AHUARANG)

Carmvita Annual Carben Remevals Since Establishment™

LRLE]

o

LEAF

™
; ﬂ !
Fym Fyua A

L‘“ II
Frl YL P

&, k3

Ramavals™

Annuzl BE s gcorued e
Corrait

Enobled NZ ETS MZUs ®

Corrmita Cumulative CarbonRemaovals Since Estabishment ™

e
Q
B 7340
P04
L3
B N‘.“I H
o PriE E Frm Eo e
GHG Emissions Targets'

Cormyita is investigoting setting valdotsd nears
tarm and longer-teem (Mot Tere) science-based
targets (SATs) for carken reducrian in line weth
Scence Based Torgets initiative {38T11) guedance
Such reduction is i line with the Paris Agresment
goals to purswe offorts ta limit the wmoerature
incraade ta 1.5°C above pre-imdustrial levels

In lime wih SBTI guidance, Comwitg Is required

e ast saparate Forestry, Lond and Agricuiturs
{FLAG) sector targaks os wall as energyindustry
targets. Comyita hos defined the FLAG bBeundary
a8 indleding Manuka forasts ond oplory oporations
1p £a the farm gote plus purchated haney from
extarnol sppliars The FLAG guiganca alioaes

nym

Remavaa™

Cumulatve NI cecrsed
o Coryita™

Cumglotive snabled MZ
ETSMIUs®

for the netting of T of FLAG removals from FLAG
emissicns. This means we can "rset” and net of f
the ramavels Froon the Menoka forests within o
sperational control that are net regibered undar
the Mew Zealond Emissions Troding Scheme (ET5)

Caormvita has developed draf i rear term (2030 and
longer term (33503 Mot Zore FLAG and energyy’
Industry science-based targets in fing with curnent
SHET! guidanes, but thess arayet oo be vabideted
Thase ore generolly cbsolute targets, with a
poseible intensity torget for Scope 3 Non-FLAG. At
a high lovel 5BTs require spproximatoly o &% te 7%
reduction in GHG emissions per annum from the
Ease wear of FYEL
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Comvita Limited continued
Climate Statement 2024

CLIMATE STATEMENT

Metrics
and Targets

r FY 20w oo o = PO U EROn N grosE SMISsions
d o 1% reduction In net emisskons from FY23
& was a 209 reduction in gross emissions and
an A% redaction innet smassions from FY27 (bose

waar), The kower raduction in net emissicns wos

dud o tha ssgnificont deckng in removals we coul
include in aur GHG Invertory. The decn
OUr rEss SIS ons wis dis

aethity, optimising external bs
supply chain efficiences, and suppliar G
measurEment improvements and re
D GHG gross smissions mtensity o

T4% te 0128kgC0z par NZDT

Any carbon reduction S8Ts will rcorporote, and be
ik, wikh Cormvita's insbial sciermie-oligned

get ot in 2021 te reduce Mew Zealand FY 21
Scope 1 ond 2 ervssions by S0% by 2030, Qur
FYIL reduits show a T reductan in the relevant

M fwdand ernissions Frorm 2071 {base year)

Carrmita s cummilted to priotising GHG

amissons reduction in the first instonce ower
purchasing extarnal casbon credits ta use for
affsatting, Commita has previously stated its

tral w FY

aspirabsn o ba carkon ¢
abjective could still be achiguad in FY
purchasing carkon cradics for the remairing
halance of nat emisskons [after insatting)

Gy L currant rrsaried trading and Finonacial
conditions, wo do not think 1t predent to bo
Irvesting in oorkon credits 5o thot we can staote
wiit aaré corban asutral in 2005 We proposs 5o
Firsia our anms once we Fove invesbgabed SHTE,

i’

3|

TAUAKI AHUREAMNGI

further developed pur supparting decarbenisaten
sbiobegy, have aligiimantl of oo reducor
plans with key suppliers, and sur land pertfolio is
finalised

W note the difficulity in aboting seme amissions
in the shart-tarrn This ray be impacted by

the current lock of opproprioie technology, fo
axomphe electric utility vehicles with required
capahility for hive managemant. Comvita
artizipates sxplonng using high quality and
oartified carbon credits to meet its corbon

redut tion bargets nearer term and in relotien to
kard to ahatn emiszion argas

Assurance of GHG Inventory

Cormvdte engagad KPMG to undertake veluntory
limitad adsurancs over Scope 1, 2 and 3 SHG
emessions and removals incluged in the GHG

irewnlory for FY20. Such casuramoe i expla nied
ERMG Indapendpnt A Lo
sded Ot the enc
Clirmata Statemant

Refar to Cormata's publishad FY23 ond FY22 GHG
Irventory Recorts for the detgils of the limited

Proyicus repar E Ing par [=1af
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Fonterra Co-operative Group Limited

Annual Report 2024
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Kiwi Property Group Limited
2024 Climate-related Disclosures

Metrics and Targets continued

Scopi 3 emisgions ang indirect emissions and
Kiwi Property is measuring and disclasing in Fy24
emissions from the following sources: business.
traveel (flghts, mileage, taxis and rantal vehicles),
trangmigsion and distribution kosses Tor natural
gas and electricity, and water and waste that is
contralled Whrough Kiwi Proporty loading docks.
Kiwi Property hos utilised Adoption provision

4, which exempts us from disclosing Scope 3

emissions. Kiwi Property has chosen 1o disclose
a subset of its scope 3 amissions,

For further information on the methods and
ASEUMPTONS used to calculate or (whire applicable)
estimate Kiwi Propery’s GHG emissions, the
liritations of thaose Mmethods, and uncertainties
relevant o the quentification of Kiwi Froperty’s
GHG emissions, please refer to Appendix Two

of this report,

Climate-related metrics, ambitions and targets for managing climate risks
Kiwi Property's climate-related metrics, ambitions and targets, along with our performance against them as at

31 March 2024 gre detailed in the tabies Delow.

Metric [ Ambition Assessment

GHG emistions intensity Q0083 WSO e

Comment

GHG emissions per net lettable area (NLA] is an

T GHO amisg L T wsed in the property
m,;;:m“mm' aector to allow Iilur-lar-iloa COMMPATEONa betwesn
lettabie orea = diftarent sized assats. NLA is the amount of space

(agrn] in b progerty available tor easing.
Emissions reductions In terms of performance ageinst  We ore descriging this os an “embition® rother than
By 2030, Kiwi Proparty thit arribition, o at 31 March & narget, given that ite achievemont relios on the

has set an ambition to 2024 Kiwi Property has achieved purchase of offsets in 2030 rather than a reduction
e ik & poition whe sty 8 T3% reduction in the relevant  in our gross greenhouse gas emissions by a ipecified
its net Scope 1, Scope «r\-'uioru{bdrgcsmp-rlﬁmpe armount guer e, Hiwi Propery has, Fowever,

% and “hcwdScupca 2 ard sebecied Scope 3l ona pul in place & Decarbonsation Flan as part of ihis
emissions ore "net corbon  B7223 basis compared to 2002, overarching ambition which includes intended actions
negotive” in the senoe thet @9 firat year of recording these  te reduce Scope L Scope 2 and selected Scope 3

thiy are mars thar full emigsions, When compared
hay ¥ against FY23, this reduction is

oifsat by the purchate 24%. W have praviously used

ol woluntary carkon
cradits in that year

30N fealendar year) as the base

yaar for measuring progress

aganat aur J030 ambition,

however in FY24 Kiwi Progerty

has reset its bose yeor to
be the tinancial year ending
3 March 2024,

Wil Kiwi Propeerty has prepared a Decarbonisation
Plan and has been implementing emission
reductions initiatives ag outlingd in this repaort, it
has nat 1o date sat an all-scopes tanget that aligns
with schentific pathways to limiting ghobal warming
to L% degrees Celsius. in FYZ5, a5 we measure and
report additional scope 3 emissions categories,

Wit A aiming to revisit our aspirations for future:
emigsions reductions. Howew, Kiwi Propesty
recognises thal decarbamaing the construction
sector in line with scientific pathways to 1.5 degrees

Fiwi Propety 2024 Clrmats-relabed Do hosres

emissions, on an absolute basis,

In FY25, we are intending 1o expand the scope of
Gl BMisAions measuremient and reportng and
Feben Olar eTEERInS reduction ambitions., W s
possible our pproach to offsetting will change aa o
result of our intended review of our 2030 ambition.

is challenging, including because “embodied
carton” in construction materials is a significant
sowrci of emissions (which Kiwi Property doas not
presanthy auantiby).

Kiwi Property's Decarbonisation Plan is focused on
reducing operational emissions with the offsetting of
any riggidul balance with carbon credits purchagsd
on the voluntary carbon market currently planned
for 2030, The final quantity of offsets is not

yat known, nor have particular offsat schemas

beren chosen,
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New Zealand Rural Land Company Limited
Climate-related Disclosures 2024

Groehouse Gas irvenmony Ropen | MNew Zasland Fural Land Compary Limted 1 Jarusey 04 - 31 Decamzer 2004

3.2. Emissions Intensity

Tabla 7> Errissions miansify matrics with companisorn

Prior Variance %

Revenua Smillions

Revenue Carbon Intansity
(vCO2a8/%m)

3.3. Emissions Removals

Mo removals have baen repored inthe cument reportad period.

3.4. Offsetting

Mo ofisets have been reported in the current reponed pariod.

& MEL 735 IR (A ST 0 T 15
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New Zealand Rural Land Company Limited continued
Climate-related Disclosures 2024

5.21.2. Emissions by Gas Type

Table §: Emissions by Gas Type
Gas tCO2e
C0y 18
CH, ]
N0 ]
Other 129,145
Total 129,163

5.21.3. Emissions Intensity

Table 8: Emissions infensity

Matric Indicator
Inciome ICO2e/millions NZCS Revenue | 650074 o) e
Land Arca C02eha 7378 0.0349

5.2.2. Targets

Recognising climate change as a material threat, NZL has commitied to sefting a greenhouse gas emissions reduction tanget
covering an initial 10-year horizon. This tamed is designed lo quide and track the implementation of our broader strabegy and
ensurg alignment with credible dimale science.

NZL's GHG reduction target is informead by the target-setting guidance of the Sdance Based Targets iniiative (SETI). This
EngUnes our targeds ane scientfically robust and akgned wiih the global goal of Imiting wanming to 1.5°C above pre-indusmal
leweds, as cutlined in the Paris Agreement

The wie of the 35T framework enables MZL Lo determing miligation rales thal are consislent wilh global best pracice and
scientifically determined pathways. We recognise and refy on the accuracy and completanass of the SBTI methodology and
its target-sefting tools in the formulation of cur targets.

While our currert focus is on near-term largets, NZL acknowladges that climale change—as a sysienic and long-berm risk—
requires suslained and slirategec planning. Thevelore, Lhe developmenl of long-lerm emissions reduction targels and
confirmation of near-temn targpets will fallow once a comprehensve, evidence-tased decarbonisation plan has been finalsed
and embedded within our operational strategy

In alignment with SBTi Foresl. Land and Agniculture secior guidance, NZL is currently establishing a targe! bo reduce absolute
emissions by 45.5% by 2025, from a 2024 base year,

Importantly. no carbon offsets will be used to achieve is targel AN reductions will be realised through diredt acion and
structural changss within our cperaions and imvesiment activities

32
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NZX Limited
2024 Annual Report

MNIX Annual Regort 2024

5.2, Other metrics

The table Below shows the NIX Groug's amisions and energy imensity per FTE and per milkon dollars of revenee (NTS),
Our absolute energy consumption increased by 63.7% batween 2023 and 2024, while the enargy imensty per million
dollars of revenus has increased by 71.4% over the same pericd cus to the addition of data centre electricity usage 1o our
Inventory. The energy intensity per employes increased by 14.0% year on year but remaing well balow the baseline figure,
Ohur air trave| emissions intensity per employes increased by 23.3% in 2024 compared to 2023, reflecting an increase in
intemational business travel,

Metric 2009 2022 2023 2024 % difference Yo'
Number of full-time employees 2260 3189 3412 3360 0.9%
“Milion dellars of revenus INZS) 06 w57 108.4 1208 +11.4%
Absolute energy consumption [induding 543 &5.0 iz 528 +43.9%

diesel purchases, purchased alectricity,
and transmission and distributicn

losses) (R00O2-2)

Engrgy intensity per employes 02 0.2 0.1 0.2 +73.4%
(020 f FTE)

Enargy intensity per million dallam of 0.8 0.7 0.3 0.4 +45.6%
revenue (WC0DE-2 / revenue)

GHG emissions intensity per employee' 22 1.2 1.4 1.8 +14.0%
(03 f FTE)

GHG emissions mrqm;k}l per rmillion 7.2 a9 a9 47 +1.E%
dallars of rsenue’ (R002-8 / ravenue)

Tatal Seope 1 and Scape 2 GHG 0.7 0.4 0.3 0.4 +51.3%

emissions intensity per million doflars of
revenue(iCO2 - f revenue)

Scope 3 air travel amissions intensity per 1.9 0.4 n.a [ +231.3%
employee (1002e / FTE)

1 inchecdea o Seoge 1, 2 and 3 ereasiona inchaded intha GHG emasesa discloseres above.

The NIX Group does not use any industry-based metrics in addition to the metrics outhined above, Regarding transition
rigks, the NZX Group i predominanly exposed 1o market risk of reduwced demand for productie/senioss through Capital
Markets Dvigination, Secondary Markets and Funds Maracemen revenue streama. We are curently disclosing 100% of the
revenue fram these streams as this represents a condervative estimate, The NZX Group's direct exposure 1o physscal risks =
lirmited 10 awr property adsets and loases, We are disclozing 100% of property-relsted assets and leases as this represents
a congervative estimate. These are high-level estimates and Involve a high level of uncertainty. Mo assets and capital are
currarly linked to chmate-related actiities, and this is unchanged fram FY23, The NIX Group doss not use a fied intesnal
emisions price but takes inta sccount the cost of carbon credit offsets when making decisions about emissions reduction
initiatives, In 2024, the NZX Group purchased International Fairtrade Gold Standard carbon credits through Toitd ot $43.2
pr tonne as compared with $143.1 in Fr23. Going forward, carbon credit prices may be subject 1o change |As se1 out on
page 152, NZX's CEC) has a KP that relates to ES6 targets, which while not relating to a specific amount of remuneration
does form gart of the NEX CEC's annual review process. This ESG tnget is cascaded down 1o the NZX CEO's direct repans
and econsidered as pan of the annual pedormancs review prooess (namaly through KF1 setting and halifull year reviews)
This ks unchanged from FY23,

Cross-industry metric categaory 2023 2024 % difference Yo

Transition risks: dssets or business activities vulnerable 721% 2% e
% of total operative revenue (Capital Markets Qrigination, Secondarny
Markots and Funds Mansgement frovenin Stroams)

.Ph'yllul risks: Assets of business sctivities vulnerable L L AL -5.9%
% of total assets (Froperty, plant & equipment and right-of-use
lease assets)

152
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NZX Limited continued
2024 Annual Report

HEX fnrual Report 2024

5.3, Climate-related targets

The NZX Group is targeting a 21% reduction in certain sbsolute Scope 1, 2, and 3 emissions by 2025 from a 2019 baseline
year, This absolute emissions reduction target hos been determined using an absolute contraction approach and applies

1o deiigdions sources that werne inchuded in NI 2019 irmeentorny a8 autlined in the wble on page 150, While this wiger iz
bazed on Science Sased Tanges initiative [SBTI) maveriale, it has not been approved or cerified by the SBTi and has instesd
been developed by reference 1o SBTI guidance. This emissions reduction target does not rely on offsets, With 2024 GHG
emisshanm being J0.5% below the 2019 igures (excliding employes commuting, WFH, and data centre emissions which
were added to the invertory subsequently), the KZX Group is well-positioned to achieve its emissions reduction target by
2025, In addition to reducing sbaolute emissions, the NZX Growp continues to purchase carbon oredit offsets comesponding
1o the NIX Group's reemaining emissions. Thete offtets wane purchased from Toitd and have been cerified by Gold Standard
A% rating the Fairrade Climate Standard,

The NIX Group considers that its shan-term target to 2025 contributes to limiting global wamming to 1,57 because it is
consistent with the shon-term emissions reduction pathways used by Toitd and based on the SBTL However, NTY recognies
that there i3 scope to increase its contribution by setting targets over the longer term, &5 o result, in 2025 the NZX Group
aims 1o develop and set interim and longtenm emissions reduction targets in ling with limiting our imgact toa 1.5% warming
seanario scrom ol emistions seopes.

Glossary
ANZ Climate Standards  Aotearoa New Zealand Climate Standards

Coo He Fou & Rangi - Chmate Change Commission
ESG Envirgnmantal, social and govemnance

ETS Emissions Trading Scheme

FMA Financial Markets Authority

FsC Finoncial Services Coundl

FTE Fullsima amployess

GDP Gross Domestic Product

GHG Greenhouse gas

G55 Grean, social, ard sustainability

1E& International Energy Agency

IPCC Intergovernmental Panel on Climate Change
SAE Standard on Asturance Engagomnis

150 International Drganisation for Standardiation
MEIE Ministry of Business, Innowvation & Employment
MIE Mimstry for the Enveranement

NGFS Nevwark for Greening the Financial System
NRYA Hational Institite of Water and Atmospheric Associaton
NZU Hew Zealond Unit

RMF FRizk ranagement framswork

SSEI Sustainable Stock Exchanges Initiative

WCO2e Tannes of carbon dioxde eguivalent

WFE World Federation of Exchanges

XRB External Reponing Board

Yo Year on year

The table below sets ot the location of the discloswnes required by the Actearoa New Tealand Climate Standards within
this Anrsal Report:

153
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Precinct Properties NZ and Precinct Properties
Investments Limited
Climate-related Disclosure 2024

Crffset unite

Onr commitment to the Warkd Gresn Building Cauncil Hat Zere Buldings Comrnitment by 2030 reflects our focus on
oohiving cur presenphive torgets o3 well 03 retaining ogur net oo operationa footoint throwgh to B040. To ocheve thes
chjectivos, Procinet voluntarily purchoses verified offset units 10 accownt for rosidual Scope 1, 2 and seloct Scooo 5 ermissions
per Toltd ret corbon zero ard our WGEC reponting obligations. High quality offsst units ore purchosed by Precinat directly
and retired the ough ToltG 0 enses indespendant werilontion on the selection of the uits. In osssssng sligible offset units
waluntarily procured dirsctly by argarisationa. Toith aaly accent projects boted on ther rabust three-level aoproach to due
diligenica. Tha dus diigence Sporsach wal takian m ralatisn o Precinst's direct purchass of offsat units opplied 10 tha FYZ4
cariifeaton. Further detalls reloted (o this sbgiciiity criterio con ba found hare. For previous cycled, Precinet has purchosed
offsat units dieectly through Tolto. The offset Tyoe, volume ond peoject detalis applied 10 each cenifliearion year through this
program ore documenied publicly on Totu's ssbsits,

Other Climate-related metrics

Thi ey matrcs ond key performancs indicotors (KPk) that Precinet currently uies 19 mecsurs ond manoge our climate-

retoied sk ond opponuRites o W out below, Thets menicy and EPk enobls Preciret (o emiad key oritesia within our

climate reporting 1o ensure Precinct’s oporooch to understanding ard manoging risks and cpportunities is redesant to our
business stratagy and industry.

Matric Deseription FY24
GHG Ermissions intensity of Precinct’s net corbon 2en neporting boundory osaned 15 24 tE0T-alEm
Ermissiors Infensity Iy ToieD, including Scope 1 ond 2 emisions olongside e Soope 1+ 2 e
Trarekion Rkks Farcentoge of Pracing: omets vuinarobie dus 1o onGoipaned morks?, Aafer 10 Trongithon ek
techinclogy, feganolion, coarbon prics and iegulotan Impenets i Sty
secton of Ehis report
Proysical Risks Parcantage of Precinet osets veRGIobs O t 1RImperlLie st Aafor 1o Proyaico risk

eyclons, pluvicl fooding ond cootol nundetion (incuding sso-leed ris),

irrpets in Sedegy

st of this repoet

Clrrmete-gekria]

Cppartunties

G St 740% of the Partfoic by vakie 10 ochimss o mnanon S-sior WP
ExcaBance’ As-Fuin rating by 2030

MASERSNE: YR of tho Portholis to oohieve O minkwm & sior NABLRSNY
Bose Buiding ronng by 2050 (Siroctly ownod)

L5

4%

Conporate mporting and profasticnal sarvices spand relsted 1o Gimate
rokanod FiE SN OpportLtion,

Lanogermant of cotvites oenaes the edsting opeational portfolio related ts
climane- rofatod ricks and opporiunitos.

Gross capital imvestment ocfoss development crojects deoloved towand
Gronn bulldings. This includes Cne Susen Streat [Ceolsitte Cantre), 256
Gapean Frewt, Dovwnbown Car Pork, Freybeng Bulding, &1 MMobesworth Street

Iritmrnal
Ernissions. Price

i i 3

a1

Fism

cncl Boraten Foarse, - E—

Precinct applies on internol emisions price os a defoult when ocoounting

foa the impoct of corbaon ocross the basiness feg. within devslopment

Eudgets for clastting upan oraject comolatan]. This intemal emiskond poce
3 Gnrwaly o raflect changas i the vourtary carbon markat. _

wcm:

Procinct's Exscutive and Senior Managament team (oomprising 27 peaple) are slgibie to paricinats
in Precinct's short-1ermm incentive bonus schame, which is reviewsd annually. Dre of the key objactives
o datarmining olgibilty for payment undar thae short-term incanthse tchama for FY24 wat achieving
apeating parformancs in line with butiness plan obisctives, incheding Precinct's FY2) E3C objecthes.
Fenr F'24, tha opmmatirgg pecfonmoncs olmciive hod o wmaghling vl P55 ol thwe ool whwari-teem
Faanthe schames,

BED| ST SRR
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Property For Industry Limited continued

FP24 Sustainability Update and Climate-Related Disclosures
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Appendix 6: How carbon credit retirements are
recorded on a registry

Figure A6.1: Gold Standard registry retirement page, with filters applied
Source: Gold Standard, Impact Registry: Retirements.”*
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Figure A6.2: Retirement of Gold Standard carbon credits by Meridian Energy in August 2025
Source: Gold Standard, Impact Registry Retirement Details: Meridian Energy, August 2025.17
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Appendix 7: NZSX-listed companies that mentioned and
used carbon offsets in FY21 to FY24
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Appendix 8: Financial reporting and climate reporting
standards and guidance

Table A8.1: The legal basis for issuing financial reporting and climate reporting standards and guidance

Legislation

Confers

the legal
authority to
issue:

Public
information
(financial
reporting)?

Public
information
(climate
reporting)

External
Reporting
Board (XRB)
role

Public
information
(non-GAAP)*

Private
information

Financial
Markets
Authority Act
2011

Financial Reporting Act 2013

Standards and guidance

Guidance only

GAAP (NZ Accounting Standards)

Section 29: Tiers of financial reporting for different classes of
reporting entities

[Note: The tier structure is a key element of New Zealand’s
differential reporting system. Under the new GAAP standard,
NZ IFRS 18: Presentation and Disclosure in Financial
Statements, measures previously classified as non-GAAP,
referred to as MPMs, will now fall within GAAP for Tier 1and
Tier 2 for-profit entities. The standard becomes mandatory
from 1 January 2027.]

Section 20: Auditing and assurance standards [Note: These
standards only relate to GAAP.]

Climate reporting (NZ Climate Standards)
Section 9AA: Meaning of climate-related disclosure framework

In addition, NZ SAE 1: Assurance Engagements over Greenhouse
Gas Emissions Disclosures is provided to support climate
reporting

Section 19B: Purpose of climate standards and climate-related
disclosures

Section 8: Meaning of generally accepted accounting practice
[Note: This is only applicable if the information conforms
with the financial reporting standards and/or an authoritative
notice.]

Section 19A: Guidance for purposes of non-financial reporting
[Note: XRB ‘may issue non-binding guidance that relates to
non-financial reporting’.]

Section 18: Non-GAAP standards

[Note: XRB can issue a non-GAAP financial reporting standard,
but it must state that it is a non-GAAP standard. The Institute
is aware of only one XRB standard that is a non-GAAP standard,
Tier 4 (NFP) Standard Reporting Requirements for Tier 4
Not-for-Profit Entities.]

functions®

Section 9: FMA’s

Financial Markets Conduct
Act 2013’

Not applicable

Section 4610: Meaning of
climate reporting entity

Section 461Z: Climate
statements must be prepared

Section 461ZH: Assurance
engagement required for parts
of climate statements relating
to greenhouse gas emissions

Section 461J: External
Reporting Board must have
regard to indication of level of
public accountability.?

Section 461K: FMC reporting
entities considered to

have higher level of public
accountability.®

Note: Neither the XRB nor the FMA has the mandate to issue standards or guidance on internal management
information, as this falls outside the scope of their respective regulatory functions.

Notes to Table A8.1:

1. There are also Financial Markets Conduct Regulations 2014.

2. The financial reporting standards framework sets out how the accounting standards (which have the same meaning as
the financial reporting standards) operate together (see definition of ‘accounting standards’ in the Glossary on p.46).
Note sections 12 and 17 of the Financial Reporting Act 2013: Financial reporting standards may cover non-GAAP and
non-financial reporting.

3. See definition of ‘public accountability’ in the Glossary on p.47.

4. Non-GAAP information is considered to be all other financial information in the public arena, including non-GAAP financial
information contained in financial statements, annual reports and result announcements, and climate-related financial
information that is not required under a standard.

5. Under s 9(1)(a)(ii) the FMA can issue guidance notes. This includes guidance on how entities should present non-GAAP
financial information, but the guidance is not enforceable.
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Table A8.2: International voluntary guidance for reporting on retiring carbon credits

VCMI Claims Code of ‘In addition to meeting the quality thresholds for carbon credit use, companies are
) Practice required to publicly disclose key information related to each carbon credit retired,
(International ) o
. including:
non-profit Version 3.1
organisation) August 2025 . Number of credits purchased and retired that the company applied towards
the VCMI Claim. Companies may utilize the interim options outlined in page
32 of the Claims Code, whilst CCP-labelled and Article 6.4 credits scale up in
the market. However, from 1 January 2027, all credits purchased and retired
to make a VCMI Claim shall be CCP-labelled or Article 6.4 credits issued under
methodologies approved by the Article 6.4 Supervisory Body.

. Carbon crediting program name, project name, project ID, retirement serial
number, retirement date, and issuing registry for each credit used.

. Host country, credit vintage, methodology, and project type.

. Whether or not the carbon credit is associated with a corresponding adjustment
in accordance with Article 6 of the Paris Agreement. If the carbon credit is
reported as being associated with a corresponding adjustment, applied either
currently or in the future, this shall be evidenced.

. If associated with additional third-party certification regarding social or
environmental integrity (e.g., SDGs label, SD Vista, Climate, Community and
Biodiversity Standards, etc.), companies shall provide information related to
how the credit promotes equity and generates co-benefits to ecosystems and
local economies.” [Bold added]"®

SBTi Corporate Net-Zero Use of carbon credits
) Standard . : L :
(UK charity) Example Corp. buys carbon credits that relate to mitigation outside of the
. value chain boundary from XYZ but does not count them as progress towards
Version 1.3. ) . e
September 2025 science-based ta‘rge-ts and msjcead reports thgm asaBVCM actlv.lty‘ We purchase
350 tCO2e of emission reduction carbon credits at an average price of 80 USD/tCO2e
The standard is from “Name of activity type”, verified to “Name of standard”. These carbon credits
currently being are used as part of the delivery of Example Corp’s BVCM pledge and the company
updated. makes a claim that it has contributed to global mitigation efforts, over and above
its 1.5°C science-based target.’

[Bold added]"”

ISSB IFRS S2: Climate- ‘36 For each greenhouse gas emissions target disclosed in accordance with

related Disclosures paragraphs 33-35, an entity shall disclose:
(Part of
the IFRS June 2023 ... (e) the entity’s planned use of carbon credits to offset greenhouse gas emissions
Foundation. to achieve any net greenhouse gas emissions target. In explaining its planned use of
The Foundation carbon credits the entity shall disclose information including, and with reference to
isan paragraphs B70-B71:
L]ngs_rg?;::(l)tnal, (i) the extent to which, and how, achieving any net greenhouse gas emissions target

. relies on the use of carbon credits;
organisation)

(i) which third-party scheme(s) will verify or certify the carbon credits;

(i) the type of carbon credit, including whether the underlying offset will be
nature-based or based on technological carbon removals, and whether the
underlying offset is achieved through carbon reduction or removal; and

(iv) any other factors necessary for users of general purpose financial reports to
understand the credibility and integrity of the carbon credits the entity plans to use
(for example, assumptions regarding the permanence of the carbon offset). [Bold
added]"”®

[Note: The standard only applies to future carbon credit purchases, not carbon
credits the company has already purchased and retired.]

PACM The first meeting The wesbite notes: ‘The Article 6.4 mechanism, also known as the Paris Agreement
Supervisory of the Body is in 2026. Crediting Mechanism, has a Supervisory Body tasked with developing and supervising
Body the requirements and processes needed to operationalize the mechanism.

This includes developing and/or approving methodologies, registering activities,
accrediting third-party verification bodies, and managing the Article 6.4 Registry.’
[Bold added]™

(See the Paris
Agreement)

Note to Table A8.2:

There may be additional international guidance addressing the reporting of carbon-credit use; however, these four organisations
represent the primary bodies that our research has identified as currently active, or potentially active, in this area.
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