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 issuers of equity securities or debt securities under a regulated offer, i.e. a 

company listing stocks or bonds on the NZX 

 managers of registered schemes, such as KiwiSaver schemes, other 

Superannuation schemes, insurers and investing foundations. 

 registered banks, 

 licensed insurers, such as health, general, and life insurers 

 credit unions 

 building societies 

Taking a principle of proportionality, this would apply to all banks, and managers of 

registered schemes with greater than $1 billion in total assets. In addition to using the 

same $1 billion asset threshold, insurers will be included if their annual premium income 

is greater than $250 million.  These thresholds capture approximately 90% of the financial 

assets under management in New Zealand. The regime intends to apply to all listed 

issuers, with no exemption threshold.  

Crown financial institutions would additionally be required to disclose through the reporting 

obligations provisions in the Crown Entities Act 2004. 

Disclosures would not be required of private, non-issuer companies or large greenhouse 

gas emitters unless they are included by one or more of the above categories.  

 

Disclosures would be made on a comply-or-explain basis, against one or more standards 

developed by the External Reporting Board (XRB). The standards are expected to be 

developed on the basis of the disclosure framework set out by the Taskforce on Climate-

related Financial Disclosures (TCFD). The key recommended disclosures that make up 

the framework are set out in figure 1, below. The disclosures would focus on the impact 

that climate change may have on a business, not the impact a business has on climate 

change (i.e. emissions).  

Figure 1: Recommended disclosures which form the TCFD framework. 
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and asked the Commission to include the target of achieving net-zero emissions by 2050 

in its analysis.  

Productivity Commission’s Low-emissions economy report & the Government’s response 

The Productivity Commission released its final report in August 2018. The report included 

two recommendations related to climate-related financial disclosures: 

 the Government should endorse the recommendations of the Taskforce on Climate-

related Financial Disclosures as one avenue for disclosure (R7.3)  

 the Government should implement a mandatory (on a comply-or-explain basis) 

principles-based, climate-related financial disclosures by way of a standard under 

section 17(2)(iii) of the Financial Reporting Act 2013. These disclosures should be 

audited and accessible to the general public (R7.4).  

The Government’s response to the Productivity Commission’s report, the Climate Action 

Plan, released August 2019, agreed with R7.3 and agreed to investigate R7.4.  

The Ministry for the Environment (MfE) and the Ministry of Business, Innovation and 

Employment (MBIE) jointly published a discussion document in October 2019, with 

proposals to give effect to this recommendation.  

Task Force on Climate-related Financial Disclosures 

In April 2015, the G20 asked the Financial Stability Board to convene public and private 

sector participants to review how the financial sector could take account of climate-related 

issues. The Financial Stability Board established the Taskforce on Climate-related 

Financial Disclosures in December 2015 and asked it to develop voluntary, consistent 

climate-related financial risk disclosures for use by companies in providing information to 

investors, lenders, insurance underwriters and other stakeholders (credit rating agencies, 

equity analysts, stock exchanges, investment consultants, and proxy advisors who also, 

in principle, depend on the same types of information).  

The TCFD framework structured recommendations around four thematic areas that 

represent the core elements of how organisations operate: governance, strategy, risk 

management, and metrics and targets. Within the four thematic areas, 11 sets of 

disclosures were recommended. These recommendations ‘aim to be ambitious, but also 

practical for near-term adoption’.2 

The TCFD’s recommendations are widely regarded as the benchmark for climate-related 

disclosures. The recommendations create a structure through which companies can better 

identify, manage and disclose climate-related risks and opportunities. They facilitate a 

more forward-thinking, strategic approach, as opposed to retrospective data reporting.  

This analysis therefore has focussed on the TCFD as a framework on which the XRB 

should develop climate-related disclosure standards. The XRB will ultimately be 

responsible for developing the standards in New Zealand. 

 

Constraints on analysis 

                                                
2 TCFD. 2017. Final report: Recommendations of the Task Force on Climate-related Financial Disclosures 
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Following regulation, the final disclosure framework will still need to be developed. There 

are therefore constraints on our analysis in that regard. 

Evidence 

Our analysis of compliance costs and associated benefits are constrained by a lack of 

quantitative evidence. In our consultation with a range stakeholders (both through written 

submissions and bilateral meetings), we received very little information on likely costs. 

Some stakeholders made the point that they viewed this as an investment rather than a 

cost, with better disclosure resulting in improved strategies and stronger financial 

positioning over the longer term, and noting that the cost of inaction is greater than the 

likely cost of compliance.  

Upon further investigation, stakeholders responded that costs are unlikely to be 

quantifiable as this is as a core part of business risk management. For example, some 

banks suggested it would be nearly impossible to unpick the cost of complying with this 

regime from other strategic analysis.   

Arguably, assessing climate-related financial risks is already a legal requirement for many 

organisations through existing obligations, such as directors’ duties and the NZX Listing 

Rules.3 Our proposals mandate a format for reporting that information and makes the legal 

requirement explicit, but implies:  

 imposing new costs earlier than many entities would otherwise have 

started incurring them 

 reducing costs by standardising the reporting requirements and through the 

publication of guidance material by government agencies. 

 

It appears the cost range will vary significantly based on the maturity of current strategic 

analysis processes within a reporting business. As such, upfront costs for first time 

reporters is likely to be far higher than for those already exploring climate-related risks to 

their business. Costs are also likely to vary based on the size and nature of the business. 

The Government can mitigate some short-term costs by developing clear market 

guidance, tools and resources to assist in implementation. Greater information sharing 

across sectors can also help to bring costs down, and costs are likely to decline over time 

as analysis of this nature becomes more mature, driven by widespread uptake.  

Secondary evidence 

We have reviewed the UK’s Financial Conduct Authority (FCA) analysis on costs to 

‘premium listed issuers’ for undertaking TCFD analysis.  

This tentatively estimates a one-off cost per ‘medium’-sized issuer of £360,000 

(NZ$720,000) and ongoing cost per issuer of £100,000 (NZ$200,000). As UK issuers are 

generally further ahead with voluntary TCFD reporting than New Zealand businesses they 

likely have more reliable data, although it cannot be assumed that this can be directly 

translated to the New Zealand context (note for example that the UK has had mandatory 

carbon reporting for 7 years, and as of 1 April 2019, all ‘Large Companies’ under the UK 

Companies Act 2006 are required to report publicly on their UK energy use and carbon 

emissions within their Directors’ Report, so companies are more accustomed to disclosing 

non-financial, climate-related information).  

                                                
3 See Chapter 3, Ministry for the Environment & Ministry of Business, Innovation & Employment. 2019. Climate-

related financial disclosures – Understanding your business risks and opportunities related to climate 
change: Discussion document. Wellington: Ministry for the Environment. 
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We understand that these costs assumptions are based on information provided to the 

FCA by those organisations already doing voluntary analysis. A ‘medium’-sized business 

in the UK context will be larger than what would be termed a medium-sized business in 

New Zealand. We therefore consider that these costs are of limited value to our cost 

analysis.  

The FCA notes in paragraph 43 of its consultation that ‘issuers were unable to quantify 

the incremental costs that they had [incurred]’ and that another similar study was unable 

to reliably quantify costs of compliance because ‘reporting may well be absorbed into day-

to-day work and not be identified as a specific cost’. In terms of benefit, the FCA also 

found it is not reasonably practicable to quantify the benefits of the proposal, as many 

benefits will be indirect, operating via better market functioning. This is consistent with our 

primary research.  

Further assumptions on costs are discussed in section 5.  

Limitations on consultation and testing 

It is possible that given the fairly low level of awareness about climate-related financial 

disclosures, those who engaged with the proposals and voiced support are more likely to 

be those already exploring climate-related financial disclosures. We note the total number 

of respondents to the consultation was relatively low, at 77 respondents (noting the regime 

as proposed would apply to approximately 260 entities).  

There is a wider group of businesses and investors who haven’t started to consider how 

climate change will affect their business yet, who likely did not engage with the 

consultation. However we did contact relevant stakeholders (entities proposed for 

inclusion in the regime) to inform them of the discussion document and consultation, and 

ran a webinar to enable as many stakeholders around the country to attend as possible.  

A key challenge in our consultation is that we originally proposed that ‘asset owners’ be 

in scope. The term ‘Asset Owner’ is not commonly used in New Zealand financial markets 

and therefore caused some confusion during the consultation process. We have now 

addressed this by using the terms ‘managers of registered schemes’ to provide more 

clarity. 

The MfE-MBIE discussion document did not include any specific reference to iwi 

businesses. Officials did not see this as necessary, because the proposals relate to the 

efficient and effective operation of financial markets generally. However, the Iwi Leaders 

Forum and the Federation of Māori Authorities were both advised of the release of the 

discussion document via email on the day that it was published. We subsequently 

discovered that our proposals were insufficiently clear about the non-inclusion of iwi 

businesses. We have engaged with iwi in the policy development process and clarified 

this point.   

A final limitation on consultation and testing policy proposals was a relatively short 

timeframe to deliver policy recommendations, compounded by attention being drawn 

elsewhere for several months during the COVID-19 crisis. 
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(a) promote the confident and informed participation of businesses, investors, and 

consumers in the financial markets; and 

(b) promote and facilitate the development of fair, efficient, and transparent financial 

markets. 

This proposal seeks to illuminate climate-related information that is currently not 

transparent within financial markets. 

Although this is not the primary purpose, we also expect that revealing hidden climate-

related risk and opportunities will have the outcome of making investment in low-emissions 

and resilient economic activities more attractive, thus helping to smooth the transition to 

New Zealand’s 2050 zero carbon target.  

 

Existing requirements related to climate-related financial disclosures  

Section 211(1)(a) of the Companies Act 1993 includes a requirement to:  

…describe, so far as the board believes is material for the shareholders to have an 

appreciation of the state of the company’s affairs and will not be harmful to the business of 

the company or of any of its subsidiaries, any change during the accounting period in the 

nature of the business of the company or any of its subsidiaries… 

This could be argued to include climate change risks. However, consultation submissions 

argued that this is not an appropriate mechanism for climate-related financial disclosures, 

as it is retrospective, and the requirements are not principles based. Moreover, section 

211(3) provides for shareholders to agree to withhold potentially harmful information. 

 

Existing fiduciary duties 

A 2019 Chapman Tripp legal opinion on directors and scheme managers’ duties regarding 

climate change concluded that:  

…directors must act reasonably to inform themselves about, consider and decide how to 

respond to climate change risk, as they would any other financial risk; and  …scheme 

managers must take climate change into account when making investment decisions 

and/or designing investment policies, where to do otherwise could pose a material financial 

risk to the investment portfolio. 

Notably, this does not point to existing disclosure requirements for directors or scheme 

managers. Moreover, submissions to the MfE-MBIE discussion document argued that 

while the legal argument is clear, in practice this was not always the case. Several 

respondents reiterated the need for more explicit climate change disclosure requirements. 

As the impacts of climate change are already being felt in New Zealand but there is no 

significant uptake in voluntary reporting frameworks, government intervention is needed 

because largely or solely relying on market forces has not proven to be sufficiently reactive. 

This policy proposal could set a precedent for requiring greater consideration of climate 

change risks for a wider group of entities, including private companies and public agencies 

(although this may not include the disclosure element). It may also set the groundwork for 

extended external reporting requirements in the future that would increasingly acknowledge 

the need to disclose comprehensive forward-looking information about non-financial factors 

to help inform business and investment decisions.  

 

Relationship with other regulatory systems 
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Businesses, financial institutions (who fall under ‘industry’ in the table above) and industry 
groups/professional bodies are interested because the policy proposals directly affect them 
or their members, as regulated entities.  

NGOs and individuals have an interest in the environmental integrity of the proposals. 

Consultancies, and accounting firms have an interest both as parties who have some 
experience of preparing disclosures of this nature (on a voluntary basis), and as a key 
stakeholder group who will benefit from the policy through the creation of new market 
demand for their services. 

Over three quarters of total respondents supported the proposals set out in the discussion 
document. 84 per cent of respondents agreed that the TCFD is the most appropriate 
framework for New Zealand, and 79 per cent of respondents supported the introduction of 
new mandatory disclosure requirements.  

The submissions we received from banks supported both mandatory reporting and 

including banks in the regime. The New Zealand Bankers’ Association argued the status 

quo has not prompted a sufficient pace or level of disclosure to provide confidence that 

climate-related risks and opportunities are being integrated into decision-making.  

Overall, three quarters of business and industry stakeholders who responded to the 

consultation shared our view of the problem and its causes, although some had 

disagreements as to the design of policy to address this (these issues are set out in section 

3.1). 

 

Stakeholders who do not share the agency’s view 

Ten responders to the consultation either opposed or largely opposed the proposals. 

BusinessNZ argued there should be more consideration of other policy options before 
introducing mandatory disclosures. It proposed the idea of travelling up the ‘regulatory 
pyramid’. This would include considering non-regulatory options first, moving up to generic 
light-handed options, and introducing more stringent measures such as regulation only if 
clearly warranted.  

BusinessNZ’s response did not reflect the view of several of its Major Companies Group 
and Energy Council members which submitted to our consultation document. The 
members’ views were largely supportive, with 82 per cent of BusinessNZ Major Companies 
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The Government could provide additional clarity by publishing guidance stating that the 

status quo should not be thought of as voluntary, in light of existing director’s duties. 

Alternatively, these options could progress alongside regulatory options to complement 

legislative changes.  

Evidence from the consultation suggested that relying on a non-regulatory option would 

not be effective. The status quo: 

 is not driving change with sufficient urgency 

 results in inconsistent and incomplete reporting through different reporting 

frameworks, making it very challenging for users to compare disclosures made by 

different entities 

 raises concerns about entities opening themselves up to competitive 

disadvantage by revealing climate-related risks to their businesses if their 

competitors are not doing the same. 

 

Discussions with policymakers overseas have revealed that an early preference to trial 

voluntary reporting alongside a statement of expectation for disclosure has not proved 

sufficiently successful, and that mandatory regimes are now being considered. 

Option 2 

Introduce new mandatory reporting requirements, using the TCFD framework as a basis 

for new reporting standards.  

Who 

The disclosure requirements would apply to financial institutions and other entities that 

participate in financial markets comprising listed issuers, managers of registered 

investment schemes, banks and licensed insurers. These entities are proposed as the 

regime is designed to use the levers available in the financial markets to drive a change 

in investment patterns. These classes of entity are all regulated under financial markets 

legislation through the Financial Markets Conduct (FMC) Act 2013.  

This would apply to all banks, and managers of registered schemes with greater than $1 

billion in total assets. In addition to using the same $1 billion asset threshold, insurers will 

be included if their annual premium income is greater than $250 million. Assets under 

management alone do not provide an accurate picture of risk exposure for insurers. The 

inclusion of premium income as an alternative measure to total assets is needed to provide 

a proxy for liability-side risks for life, general and health insurers. The regime intends to 

apply to all listed issuers, with no exemption threshold. These thresholds capture 

approximately 90% of the financial assets under management in New Zealand.  

This threshold would apply to the designated types of financial market participants which 

as at the last day of each of the 2 most recently completed financial years before the 

relevant time controlled, by the person or entities controlled by the person, is within the 

threshold. This is in keeping with the current approach of the FMC Act.  

 

Crown financial institutions as state-owned investment funds that invest in financial 

assets, would also be included to promote better decision-making, ensuring ability to pay 

out liabilities on an enduring basis, and to promote accountability to Parliament and 

taxpayers. 



 

 Full Impact Statement  |   21 

What  

The main purpose of disclosing climate-related financial information is to provide 

information about material financial risks and opportunities to the users of their financial 

reports. Hence, it is important for the disclosures to appear in the same report in which 

they make their mainstream financial disclosures.  

Disclosures would be made on a comply-or-explain basis: non-disclosure would be 

permissible in the case that an entity analyses and reports that they see themselves as 

not being materially affected by climate change, with an explanation as to why (including 

details on the assumptions on which their analysis was based). Where there are genuine 

challenges to disclosing (for example, inability to source data after taking a best 

endeavours approach) this could also be explained, with a roadmap on how to manage 

those challenges in the future. Any disclosure would be subject to a financial materiality 

test, as defined by the XRB.   

Standards would be set by the XRB, and the disclosures would be monitored, enforced 

and reported on by the FMA. As an independent Crown Entity, the XRB would therefore 

set the timing for commencement, with advice from MfE and MBIE. MfE will coordinate 

the necessary guidance on climate scenario analysis and any relevant data requirements.  

Information disclosed would not need to be assured initially, with the exception of any 

greenhouse gas emission data, where assurance practice is already mature. Disclosures 

would be made annually. 

The regulatory regime would be reviewed within 3 – 5 years, at which point key features 

of the regulatory design, such as scope, thresholds and mandatory assurance will be 

reassessed.  

Option 3 

As with option 2, but expanding the scope of reporting entities to non-listed companies. 
This could potentially extend to: high emitting companies, all large companies and highly 
climate-vulnerable companies. 

The majority of companies in New Zealand are unlisted. Restricting the scope of reporting 
entities to listed companies may leave significant risks to financial stability unmanaged, 
and make it more challenging for banks, insurers, managers of registered schemes and 
Crown financial institutions to analyse their exposure. Moreover, this may create a less 
level playing field between public and private companies. 

However, non-listed companies are not required to lodge financial statements with the 
Registrar of Companies or otherwise publish them. Requiring climate-related financial 
disclosures to be disclosed in isolation of the companies’ mainstream financial reports 
would not be in keeping with the intervention logic of this regime. This was supported by 
our further stakeholder engagement, where it was suggested by banks that public 
disclosure is a ‘bad fit’ for non-listed companies.  

Respondents to the 2019 MfE-MBIE consultation showed some support for extending the 
scope, but this was not specifically consulted on. We therefore consider it is not 
appropriate to extend the scope of this regime without adequately consulting the affected 
population.  

 

Other policy design options 



 

 Full Impact Statement  |   22 

Many policy design variables were considered within the three main options set out above. 

We set out our analysis of these options below. 

Scope of regulated parties 

A. All listed issuers vs NZX50 only 

It was suggested that the initial mandatory requirement only apply to the NZX50 to allow 
them to develop a quality benchmark for others to follow. This staged approach would 
allow a longer period for implementation. 

Although we agree that NZX50 companies should, as a general rule, be better placed to 

produce higher quality disclosures than some of the smaller issuers, we consider that 

learning-by-doing will be an essential part of improving the quality of disclosures over time. 

Delaying implementation will delay the benefits of disclosing and will undermine the 

effectiveness of reporting higher up the investment chain.  

We considered whether listed debt issuers should be included within scope of the regime. 

Our conclusion was that information on the underlying climate-related risks and 

opportunities of debt issuers to be vital in accurately valuing issued debt. Investors would 

require a higher coupon rate from issued debt if their investment is at a higher risk of 

defaulting than what is currently revealed to the market, and vice-versa. 

B. Managers of investment schemes 

During the consultation, a number of asset (fund) managers suggested that the category 

should be subject to an extended transition period (e.g. 3 – 5 years after listed issuers are 

required to disclose) to allow sufficient time for high quality data to be drawn down. An 

alternative suggestion was to allow them to only report certain elements, with the more 

data-heavy elements to remain voluntary initially.  

We have concluded that asset managers should be included in the regime in full, despite 

the initial practical challenges to disclose on certain elements.  

Requiring asset managers to take part in the regime from the beginning will create greater 

pressure on their investee companies, resulting in a virtuous circle of information 

provision. There is existing guidance for asset managers to undertake climate risk 

analysis. For example, guidance from the Institutional Investors Group on Climate Change 

suggests that investee data is only one data set that should be included in climate impact 

assessments. The guidance suggests: 

“Until the breadth and depth of physical climate risk disclosure improves, investors 

will likely need to conduct their own analyses…most of the current TCFD-style 

disclosures do not yet present investors with decision useful information… Direct 

engagement… may be an alternative to relying on disclosures until the quality 

improves. Investee climate risk disclosure practices will likely become more 

comprehensive and sophisticated as time passes. Investors will have a role to play 

in ensuring decision useful information is increasingly disclosed. To enable better 

analysis, for example, investors should consider working amongst themselves to 

determine what types of physical risk-related disclosures are most useful. They can 

then work with investees to make their preferences clear.” 

Furthermore, as Executive Sponsor of the Bank of England’s work on climate change, 

Sarah Breeden recently stated: “We recognise that there are some areas where the 

science, data or tools are not yet sufficient to estimate risks accurately. But in these cases 

firms can and should explore the use of reasonable proxies and assumptions to work 
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around these issues, rather than leaving risks unrecognised. Imperfection is not an excuse 

for inaction.”5 This reflects our recommended position. 

Flexibility through the ‘comply-or-explain’ dimension of the regime means that asset 

managers may explain during the initial years of the regime until such time that the 

investee entities have disclosed the requisite information for asset managers to interpret, 

analyse and report. 

C. Wholesale funds  

Wholesale funds may only be invested into by eligible wholesale investors, which either: 

have significant investment activity; are a large investor; are a financial adviser; or invest 

in financial products as their principal business. Wholesale funds include KiwiSaver 

Schemes, Superannuation Schemes, unit trusts and group investment funds, household 

and non-profit organisation investments. 

KiwiSaver Schemes and Superannuation Schemes are required to publicly release 

financial reports via the FMC Act 2013, and would therefore be included in the regime as 

proposed. The remaining wholesale funds (approximately 30 per cent of the wholesale 

fund market) are not currently required to publicly release financial reports. These 

wholesale funds are predominantly unit trusts, with a small proportion made up of 

households and non-profit organisations.   

Unit trusts were provided an exemption from producing public financial statements in 

2017. The FMA considered an exemption appropriate for two main reasons: 

 financial statements in relation to the scheme as a whole are not meaningful for 

investors in one of the separate funds, and investors will have no recourse to 

assets of other separate funds of the scheme, and 

 each separate fund is required to produce financial statements relevant to 

investors for assessing risk and performance.  

Following the FMA’s reasoning, unit trusts would not be included in the regime. 

Personalised investments such as private wealth, household and non-profit organisation 

wholesale funds would not be included in the regime. In these cases, the party with legal 

ownership of assets (i.e. the client) is able to directly influence investment strategies and 

may request information about climate risks and opportunities. Our primary objective is for 

business to disclose clear, comparable and consistent data to empower routine 

consideration of climate change in business and investment decisions. Public disclosure 

from private wealth, households and non-profit organisations will not provide additional 

decision-useful information to the market.  

D. Building societies and credit unions 

Building societies and credit unions are included as FMC reporting entities with higher 

levels of public accountability. We did not explicitly include reference to NBDTs in the 

consultation. However, we consider that those NBDTs with more than $1 billion of total 

assets would be included. This would ensure banks and NBDT’s of the same size would 

be treated the same in the regime.  

Exemption thresholds 

                                                
5 Bank of England. July 2019. Leading the change: climate action in the financial sector – speech by Sarah 

Breden. 
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We considered a wide range of exemption thresholds, including not having exemption 

thresholds and allowing a less onerous version of reporting for smaller entities instead; 

exemption thresholds for listed issuers based on market capitalisation; and varying 

thresholds across banks, insurers and managers of registered schemes depending on the 

proportion of the market captured under each. Tables 1 – 3 below outline exemption 

options using dollar thresholds as a proxy for economic significance 

We have recommended a common threshold across all categories other than listed 

issuers and insurers, for the proportionality and minimisation of regulatory complexity. 

Dollar thresholds would be increased from time-to-time to reflect movements in a suitable 

index maintained by Statistics New Zealand. This would ensure that smaller entities do 

not get drawn into the disclosure regime.   

Table 1: Registered banks (NZ incorporated and branches of overseas companies) 

 Number of banks Total assets 

($b) 

Percentage of total 

assets 

All registered banks 26 602.1 100% 

Assets >$1b 23 601.4 99.9% 

Assets >$3b 14 582.2 96.7% 

Assets >$5b 12 573.6 95.3% 

 

Table 2: Investment scheme (asset) managers 

 Number of 

scheme managers 

Total assets 

($b) 

Percentage of 

total assets 

All scheme managers 105 146.4 100% 

Assets >$0.5b 34 139.4 95.2% 

Assets >$1b 23 132.6 90.5% 

Assets >$3b 12 114.5 78.2% 

Assets >$5b 5 70.5 48.4% 

Note: The above table includes all investment schemes required to report under the FMC 

Act including retail funds, KiwiSaver, Superannuation and other retirement schemes. 
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Table 3: Licensed insurers – assets (>1b) and premium income 

 Number 

of 

insurers 

Total 

assets 

($b) 

Percentage 

of total 

assets 

Total 

premium 

($b) 

Percentage of 

total premium 

All licensed 

 

84 21.8 100% 12.2 100% 

Premium 

>$100m and/or 

$1b assets 

20 19.0 87.0% 10.1 82.6% 

Premium >$

0.25b and/or 

$1b assets 

12 16.4 75.3% 8.7 71.4% 

Premium >$0.5b 

and/or $1b 

assets 

7 14.3 65.5% 7.1 58.4% 

Premium >$1b 

and/or $1b 

6 14.2 65.0% 6.6 54.3% 

 

Comply-or-explain 

We initially proposed that ‘comply-or-explain’ meant ‘explain’ would only be permissible in 

the case that an entity analyses and reports that they see themselves as not being 

materially affected by climate change, with an explanation as to why.  

As a result of stakeholder feedback on allowing more flexibility, and with respect to the 
data availability concern (see section 6.2), we have amended our position on this. 

Assurance 

The audit profession is arguably well placed to skill-up rapidly in order to provide 
assurance over disclosures. However, auditing and assurance standards are largely 
focused on expressing opinions about historic financial information. Much of TCFD is 
forward-looking qualitative information. We do not consider that assurance practice is 
currently sufficiently mature in this space. This was confirmed by the consultation 
feedback. We do expect climate related assurance to mature rapidly with market demand 
however. 

Standard setting 

 We initially considered that the XRB may not set standards in this area. An alternative 
would be for MfE and MBIE to provide a set of existing resources to use. This would be 
iterative and flexible, which would reduce comparability and consistency in the short-term, 
but could facilitate ‘learning by doing’. However we concluded that the XRB, as a trusted 
and respected standard setter, is far better placed to perform this role and will give greater 
confidence to the market.  

 Reporting in annual and financial reports 

 We considered whether or not regulated parties should be able to report in separate TCFD 
reports, or in sustainability reports. However we do not believe that doing so will be 
successful in ensuring climate change is considered as a boardroom issue, and will not 
then provide decision-useful information to investors in the context of financial information. 
We therefore recommend that disclosures should be made in mainstream filings, such as 
annual reports.  

Safe harbour provisions 

 There is some concern that forward-looking risks identified in a financial report will be 
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We have further consulted with the Treasury, the Reserve Bank of New Zealand, the 

External Reporting Board, and the Financial Markets Authority. 

We have given due consideration to the feedback received through consultation in our 

preferred policy options and captured that feedback in this document.  

 

Consultation respondents who opposed the proposals 

Stakeholders who opposed the policy proposals did so for the following reasons: 

 The proposed regime will add additional regulatory burden and cost 

 It is difficult for asset managers to obtain high quality data on investee companies 

(particularly international companies who are not captured by this regime) and there 

will be a lag between when the regime begins and when asset managers will have 

access to underlying investee information. 

 If there is insufficient time to ‘gear up’, that will lead to poor quality information being 

disclosed  

 

Evidence and Assumptions  

Managed investment schemes 

A key issue we considered in drawing of thresholds was how this would impact managers of 

investment schemes, since they have revenue model based on commission.  

We started with assumptions related to compliance cost. Evidence was drawn from 

consultation with a market leading data provider, who estimated that providing carbon and 

climate-risk related metrics for an fund manager’s investment portfolio typically costs 

between $10,000 and $40,000.  This cost varies based on scale and scope.  For example, 

smaller entities, or entities which invest only in New Zealand will incur lower costs, whereas 

larger entities investing globally will incur higher costs. Scenario analysis can cost between 

$70,000-150,000. We are therefore working on the assumption that average costs to a 

managed investment scheme may be from $80,000-$190,000. 

Evidence of average operating revenue and expenses was collected from financial 

statements of ten large asset managers. Profit margins and the cost of fund-by-fund 

disclosure with aggregate data were clarified through consultation with asset managers on 

a confidential basis, given the commercial sensitivity of the information.  

For investment scheme managers with multiple funds, additional costs for disclosure on a 

fund-by-fund basis was estimated to be 1% of the total cost of disclosing on aggregate funds. 

This is because collecting data for an aggregate portfolio also provides all of the necessary 

information to produce fund-by-fund disclosures, spreading the cost across the full range of 

funds. 

The average management fees per fund (weighted by value) are estimated at 1.42%. The 

operating margin (operating earnings divided by revenue) for funds range from 65% to 95%. 

Retail funds are more expensive to run than wholesale as they have additional legal costs. 

More aggressive funds are also more expensive to run relative to cash and fixed interest.  

The average weighted aggregated operating margin across surveyed asset managers is 

86.33%. Assuming weighted fees (1.42%), and assuming minimal costs for disclosing on a 

fund-by-fund basis (1%), we estimate compliance cost as a 0.92% decrease in operating 
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profit for asset managers at the $1 billion threshold. The decrease in operating margin 

relative to compliance cost is assumed to decrease as assets under management increase, 

as many of the costs are relatively fixed. 

Noting the lack of quantitative evidence of compliance costs, Table 4 outlines the impact of 

four cost level scenarios, which set out the estimated impact on operating margin for 

investment scheme managers, using the cost range of $80,000–190,000 as set out above. 

A fourth scenario of $720,000 adapts the FCA’s estimate of a medium sized UK-based listed 

company as a ‘high’ cost scenario. 

Note the below table is based on a scheme manager with exactly $1 billion in assets under 

management, as this is where we expect the relative cost to be greatest. The bolded column 

indicates what we estimate to be the most accurate scenario for compliance costs.  

Table 4: Cost impact on managed investment schemes’ operating margins 

Operating margin before compliance 

costs 

86.33% 

Compliance costs (4 scenarios) $80,000 $130,000 $190,000 $720,000 

Decrease in operating margin due to 

compliance costs 

0.56% 0.92% 1.34% 5.07% 

Operating margin after compliance costs 85.77% 85.41% 84.99% 81.26% 

 

The increase in costs for managers of registered schemes are likely to be passed on to 

investors through increased fees. Assuming these costs are directly and evenly passed on 

to KiwiSaver members, we estimate a $0.65 increase in fees per member per year, or an 

increase of 0.40%. There are 14 KiwiSaver providers with assets under management greater 

than $1 billion, resulting in a total increase in costs of $1,820,000 spread across their 

approximately 2.8 million members. (2019 FMA KiwiSaver annual report) 

Noting the lack of quantitative evidence of compliance costs, table 5 estimates the increase 

in KiwiSaver fees per year under the four cost level scenarios from the previous table. Note 

the average KiwiSaver fee in 2018 was $163.53 per annum. As mentioned above, this table 

also assumes the increase in fees are directly and evenly passed on to KiwiSaver members. 

The bolded column indicates what we estimate to be the most accurate scenario for 

compliance costs. 

Table 5: Cost impact on KiwiSaver scheme fees 

Average KiwiSaver fees before 

compliance costs 

$163.53 

Compliance costs (4 scenarios) $80,000 $130,000 $190,000 $720,000 

Increase in KiwiSaver fees  0.25% 0.40% 0.58% 2.21% 
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existing sustainability and risk 

reporting practices, and their 

commitment to understanding 

climate-related financial risks and 

opportunities.   

Regulators The FMA will have short-term 

‘start up’ costs to for hiring and 

upskilling staff on this new 

function. It will then have ongoing 

costs related to monitoring and 

enforcement.  

The XRB will need to build 

capacity, employ specialist staff, 

establish a new Extended External 

Reporting Board or Panel and start 

working on standards 

development. Costs will be 

ongoing. 

High – this 

is based on 

FMA 

estimates, 

validated by 

MBIE 

High – this 

is based on 

estimates of 

current 

Accounting 

Board 

funding 

Wider 

government 

Front-loaded cost to Ministry for 

the Environment to develop 

climate change scenarios for use 

(this ties in with other existing 

workstreams within MfE), and 

ongoing costs to keep those 

scenarios up to date.  

Medium Low – as 

there are 

multiple 

concurrent 

work 

streams, 

this has yet 

to be fully 

scoped 

Other parties There will be increased fees for 

investors in managed investment 

schemes.  

$0.65 increase in 

KiwiSaver fees per 

member per year, or 

total of $1.82m per 

year. 

Similar fees increases 

for other investors 

Medium 

Total 

Monetised Cost 

Minimum $25m + 

compliance costs over 

first five years  

Low 

S9(2)(f)(iv)

S9(2)(f)(iv)
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for organisations in undertaking the exercise from first principles, including having cross-

business conversations about climate risk, rather than having an assigned disclosure team 

which does not require the organisation as a whole to think differently. 






