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Our Vision

New Zealand prospers through effective
decision making informed by high-quality,
credible, integrated reporting.



'S
New climate disclosure

regime

O September 2020 Q August 2021 O 2023

Expected first
reporting
period

Government announced intention to
introduce mandatory climate-related
disclosures

Report to Select Committee due

Legislative approval process

Disclosures and Other Matters) Amendment Bill

1
1
1
1
The Financial Sector (Climate-related X
1
had its first reading in the House in April. :

1

1

Select Committee submissions closed 28 May. Bill expected to be passed

April 2021 O Late 2021


Presenter
Presentation Notes
Implementing single broad policy: broaden non-financial reporting by requiring and supporting the making of climate-related disclosures
Specific purposes are:
Effects of climate change are routinely considered in business, investment, lending and insurance underwriting decisions;
Help entities to better demonstrate responsibility and foresight in their consideration of climate issues; 
Lead smarter, more efficient allocation of capital; and
Help smooth the transition to a more sustainable, low-emissions economy
Also supports the move to reporting on a wider range of ESG and other non-financial matters on a voluntary basis. XRB mandate to include ability to issue guidance on a wider range of ESG and other non-financial matters.



Why disclose?

Climate reporting will take Aotearoa New Zealand a step closer towards a low carbon future and a cleaner

safer planet for future generations. Its also makes good business sense. < Y
Plan better - spend smarter Investor/consumer attraction & retention
‘/Enabling companies with strategic planning and * Increased investor demand for climate
the ability to evaluate risks and exposures over risk disclosures

the short, medium and long term
* Companies that dawdle may become

‘/evaluate climate-related risks to company less attractive to investors and may
operations, suppliers and assets struggle to secure capital.
‘/Make better informed capital allocation . Mitigate potential reputation issues &

decisions maintain social license to operate



In-scope entities

* Alllisted issuers of quoted equity securities or quoted debt securities
* Large registered banks, credit unions and building societies (total assets S1b+)
e Large licensed insurers (total assets S1b+ or gross premiums $250m)

* Large managers of registered (investment) schemes (total assets under management
S1b+) —in respect of the scheme(s)



Relevant provisions

Where to report?

Is 3" party assurance
mandatory?

Is the statement to be
published?

Anything else | should
know?

In a “climate statement” prepared in accordance with XRB standards —
mandate extended
Outside of annual report but with cross-reference

Yes — but only over greenhouse gas emissions disclosures and exception (see
below) by a CRD assurance practitioner

Yes — within 4 months and together with the CRD assurance practitioner’s
report

CRD assurance practitioner to belong to accredited CRD assurance body

Exception for entities that determine they are not materially affected by
climate change

When information is excluded because it is deemed IMMATERIAL, explain
what kind of information it is and why it is immaterial

P




o
TCFD

New Zealand’s standards will be based on the Taskforce on Climate Financial
Disclosures (TCFD) Framework

This Framework has 11 key disclosures over 4 pillars:
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The TCFD has 11 disclosure areas across the following four themes:
The standards we develop will be based on the Financial Stability Board’s Taskforce on Climate Financial Disclosures (TCFD) Framework, Which includes 11 disclosure areas across these four themes. 
 
Currently we expect that the NZ standard (singular) will cover all 4 pillars plus other applicable requirements that are necessary to apply the principles.




@The mahi

We'll work iteratively and pair the four pillars,
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Presentation Notes
BUT – this framework is very high level and as you know, the devil will be in the detail.  One of the challenges we face in developing the standard, is engaging to build awareness and understanding of what sits within each of the four themes. 
The four themes are not distinct – they are interrelated and interdependent – hence why we’ve created this graphic representation and why we are pairing each of the pillars together to draft sections of the standard.  

Based on our current workplan, we expect to issue an exposure draft (singular) which coverall all 4 pillars in July 2022 to consult on the proposed standard

In the world of standard setting, our timeframes are quite tight (as an example leases standard took decades to develop and land) so developing the standard in an iterative way makes sense. 

So prior to us issuing the  formal exposure draft in July 2022, we feel, its important people can become familiar with the subject matter and expected requirements as we develop them.

To enable this, we plan on issuing informal “consultation” documents so that we can test concepts and get feedback and input as we develop the comprehensive exposure draft. 

In essence, we’ll be consulting twice – the first time will be informal “consultation”, and to some degree, will be more educative.

 The second  more “formal” consultation should mean what you’re looking at is a closer reflection of the final product. 

Given the time constraints (standard due out in December 2022) we really don’t want to be in a position where significant comments are raised in the second consultation.

We will also develop other exposure drafts for requirements that we find necessary to have a standard/standards on – i.e. specific topics that sit alongside the main standard. For example, transition provisions or “first-time adoption” type requirements.  

The basic idea is that we will chunk up the sections of the standard and issue these for consultation at regular intervals between August/October this year and February/ April next year, followed by a comprehensive exposure draft in July next year.

In the meantime you could be forgiven for wondering how a bunch of accountants/standard setters can tackle this beast. Well rest assured we’ve been building a team that will expand our capability in this area. 

We have recently announced the appointment of Dr Amelia Sharman who has significant climate policy expertise, as Director of the Climate reporting project. 
We’ve also created an ‘expert panel’ comprised of – risk management, scenario analysis, climate science , data, banking & finance expertise. 

Our Project Steering Committee also consists of three XRB Board directors who bring significant governance sustainability, and ghg knowledge into the mix.





Timeline

Consult Entities

Context Publish .
Ivsi on draft standard startto

analysis tandarc .
Y standard report
Prepare draft Standard
Jul-Sep Oct-Nov Dec

Dec 2020 - Mar 2021 Apr 2021 - Jun 2022 2022 2022 2022 2023

#————+

Legislation enacted
— — — — —_— —_— L — — — — — — —_— —_— — — — — — — —_—— — — _P—

Develop guidance



Engagement is critical

Investors Understand information Preparers Assess data and information
needs. challenges

Maori Support an application of  Agsurance Understand potential
te ao Maori difficulties that may emerge

prowders conducting assurance.
Ind ustry Clarify whether different

industries will require
different disclosure specifics @

* Focus groups
* Workshops/events

R
o0

e 1:1 engagement
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So clearly developing the disclosures will be highly iterative and collaborative and so engagement will be critical. 
This will include talking with and listening to:

 Investors to understand your information needs 
Preparers to assess what data and information challenges you may experience 
Assurance providers to understand potential difficulties that may emerge when conducting assurance 
Māori to support the application of a te ao Māori world view to this mahi 
Industry to clarify whether different industries will require different disclosure specifics 

We’ll undertake this through a variety of mechanisms including focus groups, workshops/events and when required, 1 to 1 engagement. 



.

Start now

There’s a wealth of info readily available. Get familiar with the
terminology and identify where you might need (expert) help.

Form a coalition of the willing (with senior roles) from across your
organisation and start a conversation about what implementation
might look like.

Assess your current footprint and understand what measuring
GHG emissions might involve.

11
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Through our engagement we’ve been talking with a number of ‘early adopters’.  And so other than a plea for all of you here to take note of the various channels you can use to stay up to date on this work which I’ll leave you with on my next slide, the key take out for you today is  - You don’t have to wait for the standard – you can start now.

Here’s a few ‘getting started’ tips we’ve gleaned along the way.

Mug up on TCFD – get familiar with the language
Form a coalition of the willing – implementing CrD will take a village 
Lastly, start by knowing what you footprint is now.  


Extended mandate...

EXTERNAL REPORTING BOARD
1

XRB-Position-Statement-on-Extended-ExternaI-Reporting-(EER)m

8-March-20199

The-External-Reporting:Board-(XRB)-strongly-supports-the-reporting-of-EER-information-by-entities-within-their-
annual-report-to-the-extent-that-the-information-is-relevant-to-the-intended-users-of-annual-reports.q

The:XRB:considers-that-other-types-of,-or-more-detailed,-EER-information,which-may-be-demanded-by-other-
stakeholders,'-may-be-better-located-outside-of-the-annual-report.q|




But it is not all about
preparing the report...

Non-Authoritative Guidance
April 2021

Non-Authoritative Guidance
on Applying ISAE 3000
(Revised) to Extended
External Reporting (EER)
Assurance Engagements

/

IAASB =

/ Y
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EER assurance guidance

Misha Pieters




What is EER

EER is non-financial reporting

Increasingly critical to decision-making by investors/other users
Climate reporting - TCFD

Sustainability Reports around for a while, based on the GRI
Environmental, social, economic impacts — “ESG” or “CSR” reporting
Integrated Reports came later, based on the <IR> Framework

Value creation story across the six capitals: Financial, human,
intellectual, manufactured, natural and social & relationship capitals

Sector-specific, e.g. public sector Service Performance Reports
Country-specific, e.g. Strategic Reports in the UK

Narrative typically more prominent in EER

To report contextual
information about
an organization

Select from these
to report specific
disclosures for

GR' each material topic
101 GRI
Starting point for using 3 0 0
the GRI Standards ﬁl
To report the
management ay Rl
for 9831 mm:pm:: 200
(

v
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IFAC: The State of Play in Sustainability Assurance

91%

e Of companies in the study
report some level of
sustainability information

88%

e Of assurance engagements
employing an audit firm use
ISAE 3000, while other service
providers rely on alternative
assurance standards

51%

e Of companies that report
sustainability information engagements were conducted
obtain some level of assurance by audit or audit-affiliated
on it firms

63%

¢ Of these assurance

83%

e Of all assurance engagements
result in limited assurance
reports

There are significant
differences across
jurisdictions

16


https://www.ifac.org/knowledge-gateway/contributing-global-economy/discussion/state-play-sustainability-assurance?utm_source=IFAC+Main+List&utm_campaign=5d7bd16686-EMAIL_CAMPAIGN_2021_06_22_09_34&utm_medium=email&utm_term=0_cc08d67019-5d7bd16686-80456109
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Guidance Purpose

Non-Authoritative Guidance
April 2021

* The aim of the IAASB in issuing the Guidance is to promote

consistent high-quality application of ISAE 3000 (Revised) in EER Non-Authortatve Guidance
on Applying
assurance engagements to: (Revised) to Extended

External Reporting (EER)
Assurance Engagements

* Strengthen the influence of such engagements on the quality of
EER reporting

* Enhance trust in the resulting assurance reports

* Increase the credibility of EER reports to that they can be trusted Iy ==
and relied upon by their intended users

IAASB EER Assurance guidance



https://www.iaasb.org/focus-areas/extended-external-reporting
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Navigation
e 12 chapters e Four factors to e Detailed case study
e Behavioural aspects enhance trust examples
e Process e Use by practitioners,
e Specific preparers and users
of EER

considerations
e Level of assurance



=XRB | /i pion EER Credibility and Trust Model

1. Sound EER
Framework

Key:
Four Factors
High-Quality
Output External Report
() outcomes

Adapted from the 1ASE Additional EER Support Material

v

v

L

v

Criteria — who, what, why, when,
where and how of the report

Qversight and management
functions

Effective system of internal control,
with "Lines of Defense”, including
internal audit

Obtaining external professional
services

Transparency of:
- Reporting framework
- Governance

Internal and external sources of
information

Publication of professional
services reports(s):

- assurance
- other



Navigating the guidance

Behavioural

Process

Specific considerations

Level of assurance

<

(

.<

¢ 1 Competence and Capability: Multi-disciplinary teams are key
* 2 Professional Scepticism and Professional Judgement: EER reporting systems can be immature

e Acceptance
¢ 3 Preconditions & Scope: Assurance readiness exercises are increasingly used
* Planning
¢ 4 Process to identify reporting topics: what “materiality” means in the non-financial sense
¢ 5 Criteria: Sound EER framework i.e., What, when, where and how
¢ 6 Internal Control: A lack of strong or mature internal controls can be a barrier to assurance.
* Procedures
¢ 7 Assertions: Again, this terminology can be unfamiliar for non-financial auditors
* 8 Evidence: Types of evidence for EER are varied and are they sufficient?
® Forming a conclusion
¢ 9 Materiality
e Reporting
e 12 Assurance report

¢ 10 Qualitative information: Guidance when auditing narrative or “words” not “hard and fast data”
¢ 11 Future Oriented Information: How can we audit something that hasn’t happened yet?

¢ Appendix 3 Limited/Reasonable assurance

20



Scope of assurance

e Scope of assurance
— Whole EER report
— Specific topics
— Specific metrics
— Different level of assurance for different aspects

— Rationale purpose

e Assurance readiness

* Independence

21
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Communicating Effectively in the Assurance Report

e Recognises importance of contextual information to support
assurance over different subject matters to help users
better to understand the opinion(s)

* Recognises benefits of long-form reporting to support more
meaningful assurance and enhancing user confidence

— Summary of procedures performed

— Use of recommendations.
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Appendix 3 Limited/Reasonable assurance

e Pale blue arrow

* Example procedures
towards the lower range
of limited assurance

Middle blue arrow
Incremental example
procedures towards the
middle of the range

Darker blue arrow
Incremental procedures
Below reasonable assurance



Support material

. Extended External Reporting Support Material
: Competence Aol 2021

NON-AUTHORITATIVE SUPPORT MATERIAL: ILLUSTRATIVE
EXAMPLES OF SELECTED ASPECTS OF EXTENDED EXTERNAL

: Rational purpose REPORTING (EER) ASSURANGE ENGAGEMENTS
CONTENTS
. I3 - ] - Intreduction
N Ro I I I n g p rogra m of ass u ra n ce a n d rat I o n a I p u rpose Example 1: lllustrating practitioner judgments about the competence of the engagement team ............ 3
Example 2 lllustrating an EER assurance engagement that may not have a rational purpose [
Example 3. lllustrating a ‘rolling program’ of assurance thal may have a ralional pUFPOSe ..............c.... 8

Example 4: lllustrating practitioner considerations when determining the suitability of criteria ]

. ags . .
L S u I ta b I I I ty of C r I te r I a Exampie 5: llustrating the entity's process to identify reporting topics Io be included in its sustainability
. iteri "

report, prepared using GRI Standards as criteria,

Example B: llustrating how the practitioner might use assertions in considering the type of misstatements
that might arise in the subject matter informatior 18

Example 7: IIIuslratmg practitioner considerations in obtaining evidence relating to public seclorreporllng

1
2
3
4
* B: Process to identify reporting topics using the GRI e i
6
7
8
9

Example 8: llustrating whether the information in the EER report results from the application of the nmarla
or whether it is ‘other information”

Example 9: lustrating practitioner considerations when the subject matter information comprises both
A i mi m i i m informati Ceteria s o bl tolory laisnin and the Gt Sanarte o

. . crileria bas
" Sse rtl o n S re " ISState e n ts In S u b.l e Ct atte r In o r atl o n Example 10: lllustrating considerations for the practiioner in using the Integraled Reporting Framework
as criteria 38

Example 11: lllustrating practitioner considerations in the context of a public sector performance
tatement 48

= . . . .
: Obtaining evidence for public sector reporting o 2 s et e o e 1 2t e
Example 13: llustrating practitioner considerations when oblaining evidence, including for information
used by the preparer from external and multi-site information SOUMCES ... e 57

Example 14: llustrating qualitative information that does not resull from applying suitable criteria. or

: Application of criteria versus ‘other information’ S

Example 15: llustrating considerations related to future-oriented, qualitative, and ‘other information’ using
SASE Standards as criteria 68

Example 16: llustrating fat the in tha eantest of an related ts aR

sntily's disciusures o addess e Revommendations of U Task Fove on Clinaterelsted Finaisial

: Non-financial and financial subject matter information in e e e
Management Commentary




Support material

* 10: Using the Integrated Reporting Framework as criteria Preeia

NON-AUTHORITATIVE SUPPORT MATERIAL: ILLUSTRATIVE
EXAMPLES OF SELECTED ASPECTS OF EXTENDED EXTERNAL

* 11: Public sector performance statement REPORTING (EER) ASSURANCE ENGAGEMENTS

CONTENTS
. T . . . . . Introduction
e 12: Suitability of criteria for subject matter information on o 1: Iskating pracilone odgnens ot e campetance of e engagemen e 3
Example 2 lllustrating an EER assurance engagement that may not have a rational purposa 6
H H Example 3. lllustrating a ‘rolling program’ of assurance thal may have a rational purpose......... 8
I n te I I e Ct u a I Ca p I ta I Example 4: lllustrating practitioner considerations when determining the suitability of criteria 8

Example 5: lllustrating the entity's process to identify reporting lopics to be included in its sustainability
report, prepared using GRI Standards as criteria

* 13: Obtaining evidence for external and multi-site information ks ———————

Example 7: lustrating practitioner considerations in obtaining evidence relating to public seclorreporllng
on the quality of healthcare in a hospital

Example 8: llustrating whether the information in the EER report results from the application of the nmarla
or whether it is ‘other information”

* 14: Lack of application/misapplication of suitable criteria for et e B iy Bty i
crileria based on both larritory legisiation and the GRI Standard:

q u a I itative i nfo rm atio n ::ir'r‘:g:alﬂ lllustrating considerations for the practitioner in using the Integraled Reporting FI'SFFIZWEI-::

Example 11: lllustrating practitioner considerations in the context of a public sector performance
tatement 48

Example 12: llustrating the practitionsr's determinalion of the suitability of the eriteria for preparing
qualitative and quantitative subject malter information about an entity's Intslectual Capital 51

* 15: Future-oriented, qualitative and ‘other information’ using s —_

used by the preparer from external and multi-site information SOUrCES ...

. . Example 14: lllustrating qualitative information that does not resull from applying suitable i

SASB Standards as criteria fecu frm misapphyin th e, and me soout et
Example 15: llustrating considerations related to future-oriented, qualitative, and ‘other information’ using
SASE Standards as criteria 68

Example 16: llustrating fat the in tha eantest of an related ts aR
ulmlyh disulusures i address e Recommendations of e Task Fuve on Climate-related Financial

* 16: Task Force on Climate-related Financial Disclosures (TCFD) e ()
reporting

ats in EER subject information

e 17: Evaluating quantitative and qualitative misstatements
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Questions?
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climate@xrb.qovt.nz

https://www.xrb.govt.nz/extended-external-
reporting/climate-related-disclosures/

linkedin.com/company/external-reporting-
board



mailto:climate@xrb.govt.nz
https://www.xrb.govt.nz/extended-external-reporting/climate-related-disclosures/
https://www.linkedin.com/company/external-reporting-board
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