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Adjustments to the climate-related disclosures regime 
 
This submission on adjustments to the climate-related disclosures regime (the Discussion Document) is 
from the Financial Services Council of New Zealand Incorporated (FSC).  

As the voice of the sector, the FSC is a non-profit member organisation with a vision to grow the financial 
confidence and wellbeing of New Zealanders. FSC members commit to delivering strong consumer 
outcomes from a professional and sustainable financial services sector. Our 112 members manage funds 
of more than $100 billion and pay out claims of $2.8 billion per year (life and health insurance). Members 
include the major insurers in life, health, disability and income insurance, fund managers, KiwiSaver, and 
workplace savings schemes (including restricted schemes), professional service providers, and 
technology providers to the financial services sector. 

Our submission has been developed through consultation with FSC members and represents the views of 
our members and our industry. We acknowledge the time and input of our members in contributing to 
this submission.  

Our climate related entities (CREs) support adjustments to the climate-related disclosures (CRD) regime 
as there have been significant issues and costs incurred since the regime’s inception. These currently 
relate to internal expenditure on senior staff as the regime requires significant resource focus. The 
metrics and targets for scope 3 emissions data are both third party subscriptions and require external 
audits which also come at a cost. In addition, there are also costs related to strategy, for example 
scenario analysis includes both sector scenario and entity level costs, noting this is a significant time and 
resource undertaking based on the current requirements and transition planning will also require budget 
to undertake.  

Our members support taking action on climate and are keen to work with officials to reduce the above 
issues and costs. We encourage further consideration on making the requirements less onerous for a 
broader set of the market by simplifying and streamlining the Aotearoa New Zealand Climate Standards 
(NZ CS) as part of the External Reporting Board’s (XRB) upcoming review.  

More broadly, we consider that there is a strong need for reform to differentiate the reporting 
requirements themselves for managed investment scheme (MIS) managers as a class of CRE (as 
compared to banks, insurers and listed issuers). Some of the NZ CS 1 requirements are not relevant to 
MIS Managers and impose high costs of compliance for little value delivered to primary users. We 
understand that the question of differential reporting requirements will be considered in the upcoming 
review, as noted above, which is welcomed. From a sequencing perspective, there would be benefit in 
that review being completed prior to any legislative changes to the underlying reporting thresholds. 
Without knowing the extent of the relief provided by such differential reporting, it is difficult to 
determine which of the reporting threshold options would be preferable.  



 
There are regulatory risks for CREs given the data gaps and for fund managers and mandated emission 
reduction plans have uncertainty due to the lack of control over investee emissions. There are also 
difficulties in quantifying current impacts on investments given lack of recognised best practice for fund 
managers.  

We note that the industry and beyond is committed to taking steps and many who are not CREs are 
complying with the regime and beyond legislative requirements, such as activities undertaken for 
responsible investment, robust risk management and measuring operational carbon emissions.  

We welcome continued discussions and engagement.  
.  

 
Yours sincerely 
 
 
Kirk Hope 
Chief Executive Officer 

Financial Services Council of New Zealand Incorporated 
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The changes outlined are problematic as no option appears to be an exact fit as we 
have differing members supporting each option. We note however that liability for 
director involvement in the contravention of part 7A of the FMCA (which includes 
aiding and abetting or being knowingly concerned in the contravention of a Part 7A 
climate-related disclosure provision) should be retained as noted for Options 2 and 3.  

The problems with the existing CRD regime are well summarised on page 11 of the 
Discussion Document, particularly that several factors are contributing to the problem, 
and one of those factors is perhaps miseducation around the director liability regime. 
The results will take time to manifest, as skill and experience levels grow across the 
wider CRD ecosystem, including businesses, regulators, advisers, investors, lenders and 
directors. The desired result of more comprehensive climate statements will likely take 
time to appear, but clarifying director liability will be an important step in achieving 
that result.   

Section 534 – deemed liability 
Options 2 and 3 of the Discussion Document both involve amending the FMCA so that 
section 534 no longer applies to climate-related disclosures.  

Given directors presently have deemed liability under section 534 of the FMCA for 
breaches of Part 7A climate-related disclosure provisions (subject to defences) as well 
as potential liability for involvement in a contravention of various provisions of the 
FMCA, it is reasonable for directors to be cautious about what is disclosed. In practice, 
this possible cautious approach can end up with reduced scope of disclosure, and 
spending money on external advisers to confirm appropriateness of statements. The 
latter is particularly problematic at present given that the adviser community is still 
building its own knowledge. This cautious approach may also lead to ‘chilling’ 
developing and publishing ambitious transition plans out of fear of personal director 
liability.  

The director liability settings in the in the FMCA in relation to climate reporting are 
consistent with the liability settings for disclosures in financial statements. We 
recognise concerns that financial reporting is based on events that have already 
occurred whereas climate reporting is more uncertain and may be based on anticipated 
future outcomes. Many aspects of transition planning are inherently forward looking 
and uncertain and may not be able to be substantiated fully. This sits uncomfortably 
with many of the mandatory reporting obligations in the NZ CS. 

Status quo option  
If the status quo is retained (Option 1), there is scope for greater education about the 
implication of the deemed liability provision in section 534 for directors. In particular, 
there are defences available to directors who are automatically treated as contravening 
part 7A, including an "all reasonable steps" defence. We consider there is scope to 
enhance the understanding of the steps that directors can take to maximise the 
prospects of these defences being available.   

Unsubstantiated representations 
In relation to unsubstantiated representations, Option 3 involves amending the FMCA 
so that directors can no longer be liable for aiding and abetting an unsubstantiated 
representation.   










