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Table 1: Government institutions involved in carbon offsetting

Name of 
institution

Core 
function

Role Role in relation to carbon 
offsetting

Relevant legislation, 
standards or guidance

Ministry 
for the 
Environment 
(MFE)

Policy 
adviser 
and system 
steward

Leads the development of 
climate policy and plans and 
provides stewardship over 
the regulatory systems for 
environmental management 
and climate change.1 

Manages policy and rules 
around the New Zealand 
Emissions Trading Scheme (NZ 
ETS) and provides guidance 
on voluntary climate change 
mitigation, including voluntary 
offsetting.2 

Interim guidance for 
voluntary climate change 
mitigation3 

Climate 
Change 
Commission 
(CCC)

Independent 
adviser

Provides independent, 
evidence-based advice to 
the Government to support 
New Zealand’s transition to 
a climate-resilient, low-
emissions future.4

Advises the government on 
emissions budgets, emissions 
reduction targets and policy, 
and the setting of the NZ ETS.5

Ināia 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 – 20256

External 
Reporting 
Board (XRB)

Standard 
setter

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.7 

Sets mandatory climate related 
disclosure standards for climate 
reporting entities (CREs).8 See 
Table A8.1 on p.95.

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

Aotearoa New Zealand 
Climate Standard 1: 
Climate-related Disclosures 
(NZ CS 1)9 

Financial 
Markets 
Authority 
(FMA)

Regulator Principal conduct regulator 
for financial markets, 
ensuring they are fair, 
efficient and transparent.10 

Monitors and enforces 
compliance with New Zealand 
Climate Standards (NZ CS) 
and ensures disclosures 
are substantiated and not 
misleading. Provides guidance 
to support compliance.11 

Proposed guidance and 
expectations for keeping 
proper climate-related 
disclosure records12

Climate-related Disclosures 
Monitoring Plan 2023–
202613 

Commerce 
Commission 
(ComCom)

Regulator Enforces laws relating to 
competition, fair trading, 
consumer credit and 
economic regulation.14 

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.15 

Environmental Claims 
Guidelines: a guide for 
traders16 

Environmental 
Protection 
Authority 
(EPA)

Regulator New Zealand’s national 
environmental regulator, 
ensuring New Zealand is 
meeting its international 
obligations around 
environmental protection.17 

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.18 

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

Energy 
Efficiency & 
Conservation 
Authority 
(EECA)

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

Provides insights on voluntary 
carbon mitigation and 
commissioned Motu to produce 
a report on this topic.19 

Energy Efficiency and 
Conservation Act (2000), 
s20 

Boosting voluntary climate 
action in Aotearoa New 
Zealand – an overview 20 
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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.

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.21 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.23 

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 2030.24 

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:

	• Section 2.0 discusses background information on carbon offsetting, including offsetting in national  
and international contexts. 

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

	• 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). 

	• 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. 

	• 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 34.25
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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 2025/06.26
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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.27

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).28 

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 Toitü 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 Toitü 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).29 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.30

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 Toitü 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).31 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.32 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: Toitü Envirocare, pers. comm., August 2025.33
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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 (NDC1s) apply to the period 2021–2030.34 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 
in 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 2025.35

NDC Target Deadline

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.36

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.37

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 CO2e).38 
Despite this, the Government is yet to confirm any deals to purchase offshore carbon credits and has been 
openly resistant to doing so.39 Most recently, in December 2025, Finance Minister Nicola Willis confirmed 
that the Government had no plans to purchase offshore carbon credits.40

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]’.41 

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.42 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.43 

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?.44 An addendum to this paper was published in 
October 2024.45 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 2026.46

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 2024.47
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Voluntary offsetting in the private sector
In the private sector, many entities are now reporting that they are net zero or becoming carbon-neutral.48 
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:
	• are additional to business as usual
	• are durable
	• have real, measurable and verifiable outcomes and risk mitigation
	• are accessible
	• are transparent
	• are respectful of rights
	• 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.49
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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’.50 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 2026.51

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.53

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 2022.54
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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.55 The guidelines were based on seven key principles. 
The three most relevant to offsetting are:

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

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

	• Do not exaggerate: environmental claims should not overstate an environmental benefit by making 
general claims.56 [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’.57 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.58 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.59 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.60 A carbon credit can cost 
anywhere from US$1 to more than US$500 depending on the type and location of projects.61 Emissions 
reduction is cheaper than emissions removal; renewable energy projects are cheaper than fuel-switching 
projects; and both increasingly so.62 The average global carbon price in 2024 was around US$6/t CO2e, 
reflecting a low demand and a low level of confidence in credit quality.63 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.64

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.65 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.66 Verra strongly denied this claim, emphasising that the research methods 
used did not account for project-specific factors that cause deforestation.67 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.68 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.69

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.70

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’.71

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.72 Offsetting also has potential to help bridge 
the climate finance gap by mobilising private investment for emerging carbon removal technologies and 
developing economies.73 Carbon credits often have socioeconomic or nature-related co-benefits, with new 
crediting standards embedding these as requirements for carbon credits to be verified.74 

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

1.	 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 2024.75 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%.76 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 2040.77 This 
is partly because, in order to reach net-zero emissions globally, only removals can compensate for 
residual emissions from hard-to-decarbonise industries.78 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.79 These interrelated factors mean that many companies are now 
exclusively purchasing removal credits, particularly in the technology sector, where AI has massively 
increased emissions.80 In May 2025, Microsoft signed a deal for 18 million carbon removal credits, which 
is one of the largest single buyer agreements to date.81 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.

2.	 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.82 As more companies make climate commitments and as AI 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 2040.83 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; Toitü 
Envirocare, pers. comm., August 2025.84

 

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.85

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’.86
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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.87 

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 2023.88 Ecosystem Marketplace found that 64% of its respondents (42 out of 66) 
thought these principles would have a positive impact on the VCM.89 

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.90 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.91 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.92 See Filter 3 in Figure 6.

Figure 6: Supply-side quality control

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 Toitü Envirocare. Importantly, the Code is regularly reviewed and revised, with the latest version 
published in July 2025, and providers are assessed annually.93 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.94 The SBTi 
Corporate Net-Zero Standard requires companies to work towards near-term (five to ten years) emissions-

High-quality 
carbon credits 

issued by standard 
setter onto registry

Proposed carbon 
credit projects

ICVCM approves 
certain standards 
and methodologies 

Filter 1: Filter 2: Filter 3: 

Standards set rules 
and design 
methodologies and 
ensure projects are 
compliant with them

Carbon credit rating 
agencies score 
individual projects*



21WORKING PAPER 2025/07 | MCGUINNESS INSTITUTE

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.95 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.96 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.97 Companies must also give a 
detailed description of any carbon offset purchases made to address ongoing emissions.98 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.99 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).100

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.101 See Filter 1 in Figure 7.

5. Carbon market service providers
Intermediary carbon market service providers, such as Toitü Envirocare, ensure that companies are using 
high-quality verified carbon credits.102 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 

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.

High-quality o�setting 
strategies that keep 

o�setting to a minimum and 
only use high-integrity, 
verified carbon credits 

Corporate o�setting 
strategies

Standards for best practice 
benchmark expectations 
around amount and quality of 
o�sets, e.g. ICROA Code of Best 
Practice and SBTi Corporate 
Net-Zero Standard

Filter 1: Filter 2: 

Carbon market 
service providers, 
e.g. Toitū Envirocare 
and 3Degrees, apply 
due diligence



22 WORKING PAPER 2025/07 | MCGUINNESS INSTITUTE

3.0 	Methodology

3.1	 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: 

i.	 if and to what extent a company is using offsetting 

ii.	 what type of carbon credits are used (e.g. afforestation or renewable energy generation)

iii.	 where carbon credits are sourced from (e.g. New Zealand or internationally)

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

3.2 	 Method
Figure 8: Illustration of method

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).103

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
Data sets Total

FY21

No. of entities 138

No. of available annual reports 133

No. of available sustainability reports 16

FY22

No. of entities 133

No. of available annual reports 132

No. of available sustainability reports 16

FY23

No. of entities 133

No. of available annual reports 130

No. of available sustainability reports 32

FY24

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:

	• Verified
	• 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?
	• Forecast or current?
	• Discloses how much was offset?
	• Discloses what type of carbon credits were used?
	• Discloses where carbon credits were sourced from?
	• Discloses if carbon credits are verified?
	• 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):

	• SBTi
	• Science
	• Toitü
	• Climate Active

This was to identify whether companies had or were working towards SBTi targets and whether companies 
had Toitü Carbon Reduce or Toitü 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 ‘SBTi targets’ and ‘Toitü/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:

	• More companies are mentioning offsetting but fewer companies are using offsetting (see Section 4.1  
on p.26).

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

	• 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).

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

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

	• 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

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 1 and 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.104 

***	 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.105

****	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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4.	 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) No explicit mention

FY21 17 3 113

FY22 13 5 114

FY23 14 13 103

FY24 11 35 77

5.	 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 CO2e in FY21 vs 113,201  
t CO2e 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

Year Total (t CO2e) Highest contributor Highest amount 
(t CO2e)

Lowest contributor Lowest amount 
(t CO2e)

FY21 1,136,573 Meridian Energy Limited (NS) 
(MEL)

913,936 Arvida Group Limited 50

FY22 737,175 Meridian Energy Limited (NS) 
(MEL)

554,350 New Zealand Oil & Gas 
Limited

10

FY23 295,124 ANZ Group Holdings Limited 
(ANZ)

99,464 New Zealand Oil & Gas 
Limited

10

FY24 235,355 Meridian Energy Limited (NS) 
(MEL)

113,201 Property For Industry Limited 129

Notes to Table 5:

1.	 These totals include offset amounts found outside annual reports and sustainability reports (e.g. on the Toitū 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.

2.	 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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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 Toitü 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

Year Disclosed how much Disclosed what type Disclosed where Disclosed if verified Disclosed who verified

FY21 6 12 13 14 6

FY22 8 6 7 10 3

FY23 8 6 11 12 3

FY24 6 5 8 10 5

Notes to Table 6:

1.	 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).

2.	 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. Toitū 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

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  

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

 

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.106
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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

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

Note to Figure 17:
*	 In this paper, we use the term Oceania to refer to New Zealand, Australia and the Pacific Islands. 
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4.5	 Verifiers
1.	 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).107

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

Verifier FY21 FY22 FY23 FY24 Total

Gold Standard (VER) 4 2 3 4 13

Verra (VCS) 2 0 0 0 2

Plan Vivo 0 0 0 1 1

CER (UN CDM) 0 1 0 0 1

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. Toitü 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

Year Yes Yes (implied)* No

FY21 8 6 3

FY22 4 6 3

FY23 10 2 2

FY24 8 2 1

Total 30 16 9

Note to Table 8:

*	 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. Toitū Envirocare; or a type of 
carbon credit that must be verified, e.g. ACCUs.



35WORKING PAPER 2025/07 | MCGUINNESS INSTITUTE

Figure 18: Companies that disclosed who verified carbon credits, as disclosed in FY21 to FY24 annual reports 
and sustainability reports

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). SBTi, Toitü 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, SBTi limits the use of offsetting to 10% of a net zero target and only carbon removal 
credits can be used.108 It does not allow offsetting to be used to meet interim targets.109 
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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

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).110 In 2023 and 2024, Comvita forecast selling carbon credits generated from its 
mänuka forests.111 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 
in Section 5.2 on p.39).112

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 SBTi, 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 Toitü Envirocare and Climate Active. Both have stringent requirements for the quality of 
carbon credits (see Section 4.6 on p.35).

Areas for improvement 
	• 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. Toitü Envirocare and Climate 
Active, and supply-side verifiers, e.g. Gold Standard and Verra (see Figure 18 in Section 4.5 on p.34). 
Toitü 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 Toitü Envirocare’s role in the life cycle of a 
carbon credit). 

	• Both Toitü 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 Toitü 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’.113 

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.114

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 Mänuka forests within [its] operational control that are not registered 
under the New Zealand Emissions Trading Scheme’.115

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’.116 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 
Comvita 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.117
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6.	 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.118

7.	 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’.119 

8.	 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 
(NZ$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 Toitü Envirocare and have been 
certified by Gold Standard as meeting the Fairtrade Climate Standard’.120

9.	 Precinct Properties NZ and Precinct Properties Investments Limited 
Good practice: Provides link to Toitü 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 Toitü 
Envirocare’s website. The company also clarifies that this is where information on the offset type, 
volume and project details can be found.121

10.	 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.122

11.	 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.123

12.	 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).124
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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.125

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’.126 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.127 



42 WORKING PAPER 2025/07 | MCGUINNESS INSTITUTE

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.128

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.129

The rules would have become mandatory for ‘large accelerated filers’ (i.e. companies with public shares 
worth over US$700 million) in FY25;130 however, under the Trump administration, they were reversed.131 
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.132 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.133 

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.134 

Therefore, the Institute suggests that the XRB amends Financial Reporting Standard No. 44: New Zealand 
Additional Disclosures (FRS-44).135 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 VCMI. 
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’.136 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.137 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 Toitü Envirocare. 
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Importantly, MFE should seek input from stakeholders when updating guidance, including carbon market 
service providers such as Toitü 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.138 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’.139 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’.140 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.141 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).142  
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).143 
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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 1986.144

The guidelines are based on the principles that traders should: 

•	 be truthful

•	 be accurate

•	 be specific

•	 substantiate claims

•	 use plain language

•	 not exaggerate.145

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’.146 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 CO2e), 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 2025/05.147 
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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.148 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).149 
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 
FMA also emphasises that this conduct extends to omissions.150 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 
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.



46 WORKING PAPER 2025/07 | MCGUINNESS INSTITUTE

Abbreviations
ACCU Australian Carbon Credit Unit

AFE Anticipated financial effect 

AFI Anticipated financial impact

BECCS Bioenergy Carbon Capture and Storage

BTR1 Biennial Transparency Report

CBAM Carbon Border Adjustment Mechanism

CCP Core Carbon Principle

COP29 29th Conference of the Parties to the UN Framework Convention on Climate Change

CORSIA Carbon Offsetting and Reduction Scheme for International Aviation

DACC Direct Air Carbon Capture

EPA Environmental Protection Agency

ESG Environmental, social and governance

ETS Emissions trading system/scheme

FTA Fair Trading Act 1986

GHG Greenhouse gas

ICROA International Carbon Reduction and Offset Alliance

ICVCM Integrity Council for the Voluntary Carbon Market

IFRS S2 International Financial Reporting Standards S2

ISSB International Sustainability Standards Board

LEI Legal Entity Identifier

MBIE Ministry of Business, Innovation and Employment

MFE Ministry for the Environment

NDC Nationally determined contribution

NDC1 New Zealand’s first Nationally Determined Contribution

NDC2 New Zealand’s second Nationally Determined Contribution

NZ CS Aotearoa New Zealand Climate Standards

NZ CS 1 Aotearoa New Zealand Climate Standard 1

NZ ETS New Zealand Emissions Trading Scheme

NZSX New Zealand Stock Exchange

NZX New Zealand Exchange

PACM Paris Agreement Crediting Mechanism

SBTi Science Based Targets initiative

t CO2e Tonnes of carbon dioxide equivalent

TCFD Task Force on Climate-related Financial Disclosures

UN United Nations

UNFCCC United Nations Framework Convention on Climate Change

UN SDGs United Nations Sustainable Development Goals

VCM Voluntary Carbon Market

VCMI Voluntary Carbon Market Integrity Initiative

VCS Verified Carbon Standard

XRB 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’.151 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.152

Carbon credit
A tradable, non-tangible instrument representing one tonne of GHG emissions.153

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 uses the term 
‘independent crediting programmes’.154 

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.155

GHG sink
A process that removes GHGs from the atmosphere.156

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.157
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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.158

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.159

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.160

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).161

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).162

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.163
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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.164 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).165

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.166

Removal credit
One tonne of GHG emissions that is removed or sequestered by a GHG sink. Examples include forest 
restoration and direct air capture.167

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.168

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.169
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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 2011.170
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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 Page number

ArborGen Holdings Limited Climate Statements FY 2024 12

Comvita Limited Annual Report 2023 19

Comvita Limited Annual Report 2024 28

New Zealand Rural Land  
Company Limited

Annual Report 2023 26
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ArborGen Holdings Limited 
Climate Statements FY 2024
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Comvita Limited 
Annual Report 2023
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Comvita Limited 
Annual Report 2024
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New Zealand Rural Land Company Limited 
Annual Report 2023
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Appendix 3: Diagram to show role of Toitū Envirocare in 
carbon offsetting
Figure A3.1: Life cycle of a carbon credit in the VCM 
Source: Toitü Envirocare, pers. comm., August 2025.171 
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Appendix 4: Examples of documentation and carbon 
offsetting information provided by Toitū Envirocare and 
Climate Active
Figure A4.1: Example of Summerset Group Holdings’ carbon offsetting information provided by  
Toitū Envirocare
Source: Toitü Envirocare, Summerset Group Holdings Limited Certification Overview, 2024.172
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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 2025.173 
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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 Publication Page number

Air New Zealand Limited Climate Statement 2024 22 

ArborGen Holdings Limited Climate Statements FY 2024 12 

Argosy Property Limited 2024 Climate-Related Financial 
Disclosures 

16

Argosy Property Limited 2024 Sustainability Report 9

Comvita Limited Climate Statement 2024 20, 21

Fonterra Co-operative Group 
Limited 

Annual Report 2024 147 

Kiwi Property Group Limited 2024 Climate-related Disclosures 22 

New Zealand Rural Land Company 
Limited 

Climate-related Disclosures 2024 15, 32 

NZX Limited 2024 Annual Report 152, 153 

Precinct Properties NZ and Precinct 
Properties Investments Limited

Climate-related Disclosure 2024 39 

Property For Industry Limited FP24 Sustainability Update and 
Climate-Related Disclosures

33, 34 



62 WORKING PAPER 2025/07 | MCGUINNESS INSTITUTE

Air New Zealand Limited  
Climate Statement 2024 
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ArborGen Holdings Limited  
Climate Statements FY 2024
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Argosy Property Limited  
2024 Climate-Related Financial Disclosures 
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Argosy Property Limited 
2024 Sustainability Report
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Comvita Limited  
Climate Statement 2024
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Comvita Limited continued 
Climate Statement 2024
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Fonterra Co-operative Group Limited 
Annual Report 2024
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Kiwi Property Group Limited  
2024 Climate-related Disclosures
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New Zealand Rural Land Company Limited  
Climate-related Disclosures 2024 
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New Zealand Rural Land Company Limited continued 
Climate-related Disclosures 2024 
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NZX Limited  
2024 Annual Report
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NZX Limited continued 
2024 Annual Report 
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Precinct Properties NZ and Precinct Properties 
Investments Limited  
Climate-related Disclosure 2024 
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Property For Industry Limited  
FP24 Sustainability Update and  
Climate-Related Disclosures 
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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.174
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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 2025.175 
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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 Financial Reporting Act 2013 Financial 
Markets 
Authority Act 
2011

Financial Markets Conduct 
Act 20131

Confers 
the legal 
authority to 
issue:

Standards and guidance Guidance only Not applicable

Public 
information 
(financial 
reporting)2

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 1 and 
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.]

Public 
information 
(climate 
reporting)

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 461O: 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

External 
Reporting 
Board (XRB) 
role

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 461J: External 
Reporting Board must have 
regard to indication of level of 
public accountability.3

Section 461K: FMC reporting 
entities considered to 
have higher level of public 
accountability.3

Public 
information 
(non-GAAP)4

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.]

Section 9: FMA’s 
functions5

Private 
information

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 
Organisation Guidance Excerpt from guidance

VCMI

(International 
non-profit 
organisation)

Claims Code of 
Practice 

Version 3.1  
August 2025  

‘In addition to meeting the quality thresholds for carbon credit use, companies are 
required to publicly disclose key information related to each carbon credit retired, 
including:

•	 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]176 

SBTi

(UK charity)

Corporate Net-Zero 
Standard  
 
Version 1.3. 
September 2025

The standard is 
currently being 
updated.

Use of carbon credits 

‘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 
science-based targets and instead reports them as a BVCM activity. We purchase 
350 tCO2e of emission reduction carbon credits at an average price of 80 USD/tCO2e 
from “Name of activity type”, verified to “Name of standard”. These carbon credits 
are used as part of the delivery of Example Corp’s BVCM pledge and the company 
makes a claim that it has contributed to global mitigation efforts, over and above 
its 1.5°C science-based target.’  
[Bold added]177 

ISSB

(Part of 
the IFRS 
Foundation. 
The Foundation 
is an 
international, 
non-profit 
organisation)

IFRS S2: Climate-
related Disclosures

June 2023

‘36 For each greenhouse gas emissions target disclosed in accordance with 
paragraphs 33–35, an entity shall disclose:

... (e) 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). [Bold 
added]178

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

PACM 
Supervisory 
Body

(See the Paris 
Agreement)

The first meeting  
of the Body is in 2026. 

The wesbite notes: ‘The Article 6.4 mechanism, also known as the Paris Agreement 
Crediting Mechanism, has a Supervisory Body tasked with developing and supervising 
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]179 

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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