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Wellington 6140 
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tel.  +64-4-472-2733 
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Reference: 20220160 
 
 
03 June 2022 
 

 
Dear  
 
Thank you for your Official Information Act request, received on 9 May 2022. You 
requested the following: 
 

Hi Treasury, under the provisions of the OIA please provide all advice provided 
by the Treasury to the Minister of Finance, related to the Minister of Finance’s 
expectation that ACC moves to divest from investments in fossil fuels as part of 
an overall investment strategy. 
 
Please also provide all advice on the subject provided by Treasury to ACC. 
Please include in this request all emailed correspondence on the matter. My 
request includes, but is not limited to all such advice and correspondence relating 
to Refining New Zealand (Channel Infrastructure).  
 
Please limit my request to the period of Jan 1, 2021 to the present.  

Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  24 Feb 2021 Treasury Report T2021/251: Crown 
Financial Institutions Ethical Investing 
Framework: Progress Report 1 

Release in full 

2.  8 April 2021 Treasury Report T2021/749: Crown 
Financial Institutions Responsible 
Investment Framework: Progress Update 
Two 

Release in part 

3.  16 April 2021 Aide Memoire T2021/1008: Meeting with 
the CFI Board Chairs 

Release in full 

4.  22 July 2021 Treasury Report T2021/1214: Crown 
Financial Institutions Responsible 
Investment Framework: Update Report 
Three 

Release in part 

5.  30 July 2021 Treasury Report T2021/1916: Crown 
Financial Institutions Responsible 
Investment Framework: Addendum to 
Update Report Three 

Release in part 
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6.  26 Aug 2021 Treasury Report T2021/2158: Crown 
Financial Institutions Responsible 
Investment Framework: Draft Framework 
and Cabinet Paper 

Release in part 

7.  27 Sept 2021 Aide Memoire T2021/2454: Talking Points 
for DEV on the Crown Responsible 
Investment Framework 

Release in full 

8.  7 Oct 2021 Treasury Report T2021/2521: Crown 
Responsible Investment Framework – 
Talking Points and Technical Amendments 

Release in part 

9.  20 Oct 2021 Talking Points for Launch of the Crown 
Responsible Investment Framework 

Release in full 

10.  9 Feb 2022 Treasury Report T2022/25: Crown 
Financial Institutions – Responses to the 
Crown Responsible Investment Framework 

Release in full 

 
I have decided to release the relevant parts of the documents listed above, subject to 
information being withheld under one or more of the following sections of the Official 
Information Act, as applicable: 

• under section 9(2)(ba)(i) – to protect information which is subject to an obligation 
of confidence or which any person has been or could be compelled to provide 
under the authority of any enactment, where the making available of the 
information would be likely to prejudice the supply of similar information, or 
information from the same source, and it is in the public interest that such 
information should continue to be supplied, 

• under section 9(2)(g)(i) – to maintain the effective conduct of public affairs 
through the free and frank expression of opinions, 

• under section 9(2)(g)(ii) – to maintain the effective conduct of public affairs 
through protecting Ministers, members of government organisations, officers and 
employees from improper pressure or harassment, 

• under section 9(2)(h) – to maintain legal professional privilege, 

• under section 9(2)(i) – to enable the Crown to carry out commercial activities 
without prejudice or disadvantage, 

• under section 9(2)(j) – to enable the Crown to negotiate without prejudice or 
disadvantage, and 

• under section 9(2)(k) – to prevent the disclosure of information for improper gain 
or improper advantage. 

 
Direct dial phone numbers of officials have been redacted under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams. This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 
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The Treasury does not provide any advice to ACC on their investments; thus, we have 
refused your request for email correspondence on the matter under section 18(e) of the 
Act on the grounds - that the document alleged to contain the information requested 
does not exist. 

In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  

Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 

This reply addresses the information you requested. You have the right to ask the 
Ombudsman to investigate and review my decision.  
 

 

Yours sincerely 

 

 
 

Emily Howe 

Manager, Commercial and Institutional Performance 
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Treasury Report:  Crown Financial Institutions Responsible Investing 
Framework: Progress Report 1 

Date:   24 February 2021   Report No: T2021/251 

File Number: CM-3-6-4-6 

Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 
 
 

Indicate your preferences for statements in this 
briefing to guide the development of a Government 
Responsible Investment framework 

 

4 March 2021 
 

 

Hon Carmel Sepuloni 
Minister for ACC 

Discuss ACC-specific considerations with the 
Minister of Finance and the ACC Board Chair 

None 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Michael Eyre Senior Analyst, 
Financial Institutions 



Joseph Sant Manager, Financial 
Institutions 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached) – CFI joint letter on Climate risks 

s9(2)(g)(ii), s9(2)(k)
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Treasury Report:    Crown Financial Institutions Responsible Investing 
Framework: Progress Report 1 

Executive Summary 

This report is the first in a series of updates to support the development of a Crown Financial 
Institution (CFI)1 Responsible Investing Framework (the Framework), with an initial focus on 
climate change. The development process will require Ministerial guidance to ensure it meets 
expectations. Given the complexities involved in this area, it is recommended that you 
carefully consider the content of the entire report, as the recommendations are further 
explained throughout. 

The development of a Framework enables a fully transparent setting of expectations for the 
CFIs with regard to Environment, Social and Governance (ESG) factors.  

The publication of a Framework is not without risk. It requires policy certainty, to ensure long-
term investment strategies can be implemented and may increase or highlight 
inconsistencies between the Crown’s investment and procurement approaches. Poor 
implementation can create political exposure and unintended consequences could include 
negligible support for low emissions outcomes, increased investment costs, and/or 
impractical operational requirements. 

The Treasury is working collaboratively with the CFIs to mitigate these risks. We have 
proposed an approach that enables robust discussion on complexities and seeks your 
guidance at key stages of development. At this stage, the Framework is scoped to 
communicate the Government’s expectations around climate change, but we are enabling 
this to evolve to all aspects of ESG where there is a clear Government policy imperative. 

This briefing sets a direction of travel for the Framework. We recognise that there are various 
trade-offs to consider that can impact the effectiveness of carbon emissions reduction and 
investment strategies, investment independence and political exposure. We have asked you 
to consider some overarching statements that confirms the direction as a principle-based 
framework that draws on existing policy and regulation.  

This would enable the Minister of Finance (or Cabinet) to set the principles and for Boards to 
be voluntary participants. This approach is preferred as it maintains many of the benefits of 
an independent relationship while enabling discussion prior to publication of new 
expectations. It does not limit Government ambition and escalation pathways are unchanged, 
should these be required in the future. 

As the Framework is developed, the CFIs continue to evolve their own policies. Development 
of the Framework, in parallel, can inform Boards of your expectations. However, publication 
after June 2021 allows consideration of the Guardians responsible investment refresh, the 
ACC Board’s review of climate targets and the Government Superannuation Fund Authority’s 
independent review, which has a deep-dive on this topic.  

This does not stop announcements referencing the intention to implement the Framework, 
once you are comfortable on the high-level approach that will be taken. The CFIs are 
positively contributing to this work and you may wish to discuss some of the risks presented 
in this briefing with Board Chairs in your next available meeting with them. 

 
1  Guardians of NZ Superannuation, Accident Compensation Corporation, Government Superannuation Fund Authority 

and the National Provident Fund. The framework could also be used by other Crown funds that take exposure to 
investment markets.  
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Recommended Action 

We recommend that you: 
 
a note that a Government Responsible Investment Framework (the Framework) should 

be enduring. Policy certainty and broad political support enables consistency with long-
term investment strategies 

 
b note that the CFIs’ existing approach to carbon exposure is focused on total portfolio 

carbon intensity reductions, allowing for multiple reduction methods to deliver the 
desired reduction impact while maintaining flexibility of investment strategies and 
minimising constraints on their investible universes 

 
c note that it would be challenging to remove carbon exposure entirely from diversified 

investment portfolios without offsetting strategies, which may not be feasible (lack of 
availability of carbon credits) or could be very expensive 

 
d note that setting specific targets for Government objectives could invite increased 

political lobby pressure for Ministers, Departments and CFIs 
 
e note that the existing convention is for the Minister of Finance to set expectations for 

all CFIs but this will require close engagement with the Minister for ACC as the sole 
responsible Minister for ACC as a Crown Agent 

 
f agree that a first iteration of the Framework is to be focused on climate change, but the 

Framework settings should enable evolution to other Environmental, Social and 
Governance objectives over time  

 
Agree/disagree. 
Minister of Finance 

 
g agree that the Framework should be principles-based and would point to existing 

policies and regulations where specific targets would be set  
 

Agree/disagree.  Agree/disagree.  
Minister of Finance Minister for ACC 

 
h agree that the Framework would be voluntary for CFIs to sign up to  

 
Agree/disagree.  Agree/disagree. 
Minister of Finance Minister for ACC 

 
i note that the use of principles and voluntary agreement to the Framework retains 

investment independence and provides clarity of roles and responsibilities for Ministers 
and Boards. However, publication of a Framework by Ministers can still set stretching 
expectations for CFI implementation 

 
j agree that the Framework should avoid a purely exclusion-based approach, as this 

blunt instrument does not align with the Government’s climate policy objectives  
 

Agree/disagree.    
Minister of Finance 
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k agree that CFI operating businesses are captured by the public sector zero carbon 

targets by 2025  
 
Agree/disagree.    
Minister of Finance 

 
l agree that CFI investment portfolios are not captured by the public sector zero carbon 

targets by 2025  
 
Agree/disagree.  
Minister of Finance 

 
m note that further work will consider the balance of objectives between achieving carbon 

reduction goals domestically and building New Zealand’s reputation internationally 
 
n note that the next discussion with CFIs is scheduled for 9 March 2021 
 
o indicate if there are any additional topics you wish to promote for discussion at the 9 

March workshop, and  
 

Agree/disagree.  
Minister of Finance 

 
p discuss the ACC Board’s setting of climate targets at the same time as the 

development of this framework with the ACC Board Chair at your next meeting, to 
identify if this presents a risk of inconsistency. 
 
Agree/disagree.  
Minister for ACC 

 
 
 
 
 
 
Joseph Sant  
Manager, Financial institutions  
 
 
 
 
 
 
Hon Grant Robertson     
Minister of Finance 
 
 
 
 
 
 
Hon Carmel Sepuloni 
Minister for ACC 
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Treasury Report:    Crown Financial Institutions Responsible Investing 
Framework: Progress Report 1 

Purpose 

1. This report is the first in a series of updates to support the development of a Crown 
Financial Institution (CFI)2 Responsible Investing Framework (the Framework), with an 
initial focus on climate change. The development process will require Ministerial 
guidance to ensure it meets expectations. 

2. The intention of the Framework is to transparently communicate Government’s 
expectations with respect to Environmental, Social and Governance (ESG) priorities. 
The majority of Boards have confirmed that transparency of expectations is a positive 
development but implementation of the Framework will require careful consideration. 

3. This advice presents the high level risks, opportunities and potential trade-offs inherent 
in a complex and evolving area. It is predominately focused on climate change, but 
some aspects of the advice will have relevance for later iterations of the Framework. 
We also provide a summary of CFI current approaches, to highlight where there are 
common factors and differences, including in entity form and primary legislation 
settings (Annex 1). 

4. We request your preferences for high level design concepts to ensure the direction of 
travel meets your expectations. 

Project Approach & Scope 

An iterative approach enables Minister guidance in the design process 

5. The Framework is a Labour Party pre-election manifesto commitment. Responsible 
investment is a diverse and complex area that is receiving substantial focus globally as 
markets and institutions develop and react to changing societal views. The intention of 
the Framework is to ensure, where appropriate, there is clarity on the Government’s 
expectations for responsible investing across the CFIs, aligned with global best 
practice and initially focussed on the Crown’s expectations for climate change (and 
other priorities that might emerge over time). 

6. To deliver the Framework we have engaged subject 
matter experts from the four largest CFIs in a 
collaborative approach. To ensure we are 
representing all stakeholders’ needs we have set out 
an iterative process that will discuss complexities and 
implementation options, which we would then 
package into advice that seeks your guidance on key 
design choices.  

7. This will see advice on the Framework provided every six weeks, including 
accommodating Board feedback. While this process may take longer than an 

 
2  Guardians of NZ Superannuation, Accident Compensation Corporation, Government Superannuation Fund Authority 

and the National Provident Fund. The framework could also be used by other Crown funds that take exposure to 
investment markets.  
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alternative, such as making a Ministerial direction, it provides assurance to both 
Ministers and Boards that the Framework is set robustly and that it is enduring.  

The initial focus area is climate change, but the Framework could evolve over time 

8. The scope for a first version of a Framework is to look at climate change objectives 
only, to ensure there is transparent communication of and consistency with the 
Government’s priority. The design options consider how the Framework could evolve to 
other ESG factors over time, should there be emerging priorities or a strong need for 
consistent application across CFIs. 

9. A first workshop with CFIs established project principles to guide the design of the 
Framework, these are included for your reference: 

• Consistency with legislation, mandates, entity form and Santiago 
principles3. Clarity of purpose, ownership and governance.  

• Maintain independence of investment decisions. The independence of the 
CFIs’ decision-making for their respective Funds. 

• Effectiveness. Development of the framework recognises investment purpose, 
minimising inefficiency in the achievement of Government priorities.  

• Flexibility. The framework should set an overarching Responsible Investment 
(RI) structure for CFIs that enables reasonable flexibility to accommodate entity 
investment beliefs. 

• Certainty. The framework should be enduring, evolving to maintain consistency 
with RI best practice. 

The period to June 2021 will see evolution in CFI responsible investment policies that 
could be incorporated into the Framework 

10. Best practice responsible investment is rapidly evolving. CFIs meet quarterly to identify 
and discuss emerging trends. In the months ahead, there will be significant 
developments that will shape the individual responsible investing policies which could 
aid the development of the Framework: 

a. ACC has significantly developed its ethical investment policy in response to 
Government policy. In rapidly progressing towards its first carbon reduction 
targets in 2020, the ACC Board is now expected to review existing targets at the 
March 2021 Board meeting. 

b. The Guardians will deliver its RI Compass refresh, a full review of the strategy, in 
June 2021. In part this is a response to recommendations from the 2019 
independent review executed by Willis Towers Watson. 

c. The 2021 Government Superannuation Fund Authority (GSFA) Independent 
Review has an explicit “deep dive” on responsible investing, with a specific focus 
on climate change. The final report is due to be provided to you in May 2021. 

11. As well as this work, the CFIs are also in the process of adopting the mandatory 
climate-related financial disclosures (timelines in the table in Annex 1). Future advice 
will incorporate these developments as we prepare a Framework that would be ready 
for implementation in the middle of this year.  

 
3  The Santiago Principles promote transparency, good governance, accountability and prudent investment practices 

whilst encouraging a more open dialogue and deeper understanding of Sovereign Wealth Fund activities. 
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12. This does not stop any public announcement on the intention to publish a Framework, 
as soon as you are comfortable that there is confidence in the implementation 
timeframe. Any communication would likely require Cabinet agreement as other 
portfolio Ministers are likely to be interested in the Framework.  

Background Information on Existing Responsible Investing Practice 

13. Responsible Investment (RI) can be understood as “a strategy and practice to 
incorporate environmental, social and governance (ESG) factors in investment 
decisions and active ownership”. Global best practice views RI as encompassing 
‘ethical investment’, therefore, the two terms will be used interchangeably in this report.  

CFI collaboration has resulted in RI policies being closely aligned…  

14. In 2010, the Guardians agreed to collaborate and share its RI resources with the other 
CFIs. Under this agreement, CFIs hold quarterly meetings and collaborate on RI policy 
development. This includes identification and analysis of risks, co-ordination of an 
exclusion list, engagement of research providers, research sharing and 
communications. 

15. The agreement also enables the CFIs to collectively benefit from the knowledge gained 
from their respective memberships of international investor groups (e.g. Guardians, 
ACC and GSFA are signatories to the United Nations-supported Principles for 
Responsible Investment) and participation in global RI initiatives (e.g. Guardians’ 
membership of the Carbon Disclosure Project). This has resulted in significant 
commonality among CFI RI frameworks as many aspects of the Guardians RI 
framework have been adopted.  

16. The independent review executed by Willis Towers Watson described the Guardians 
approach to ESG integration and stewardship as ‘impressive’ and commented that 
there is a need to “continue to evolve and innovate to maintain their position as a 
leader”. The Guardians’ refresh of its ‘RI Compass’ recognises and aims to address 
this need for ongoing evolution and innovation.  

…but differences in legislated mandates sees different application of policy  

17. Each CFI still retains responsibility for their individual RI policies and decisions. 
Common practices have developed but differences in underlying legislative drivers and 
investment mandates has resulted in some different approaches. The table contained 
in Annex 1 presents these commonalities and differences.  

18. In summary: 

• The Guardians and GSFA have “avoiding prejudice to New Zealand’s reputation 
as a responsible member of the world community” as an explicit objective within 
their respective legislation, to balance alongside “best practice portfolio 
management” and “maximising return without undue risk” objectives. The 
Guardians and GSFA are also required to have an ethical investment policy. 

• ACC must adopt responsible investment practices, but these must be balanced 
with its fiduciary duty to “invest, in the same manner as if it were a trustee”. 

• The National Provident Fund’s (NPF’s) legislation has no explicit reference to 
responsible investment, with the Board only having to “act in the best financial 
interests of the members of the Schemes”. 
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19. The different mandates have contributed to some differences in the CFIs’ respective 
investment and/or RI approaches to climate change risk. This is appropriate given the 
different settings, but can present as inconsistencies across the CFI system. The 
development of this Framework will seek to align the expected outcomes of the CFIs, 
but should still allow for differences in the path to achieve the outcomes. 

20. Regarding RI exclusions, the CFIs exclude the majority of the same stocks, with the 
exception of: 

• NPF does not exclude tobacco due to its priority objective of financial interests 
and has no specific requirement on responsible investment. 

• ACC does exclude some thermal coal producers as a way of achieving its targets 
to be consistent with the Carbon Zero Act. 

• The Guardians’ climate change investment strategy has resulted in it divesting 
from all listed company holdings with fossil fuel reserves (including thermal coal). 
Given this decision sits outside the ethical exclusion process, it is not precluded 
from making such investments should it see a commercial case to do so. 

21. The CFIs wrote to you in September 20204, to advise on a joint statement that sets out 
a common approach to integrating the impact of climate change into investment 
portfolios. A one-sized fits all approach to climate change investing was described as 
‘sub-optimal’ as the CFIs saw the best approach to climate change was to ensure that 
each institution has the ability to “integrate considerations of climate change risk and 
opportunities in a way that matches the respective investment strategy”. 

Best practice for RI is more than just excluding anti-social practices 

22. Exemplifying this approach is the Guardians’ climate change strategy, which uses an 
investment lens with respect to its obligation of “maximising return without undue risk to 
the Fund as a whole”. It has not been driven from a responsible investing lens. 
However, this view could change over time. 

23. A simplification of the Guardians view is that investment markets have under-priced the 
risk associated with climate change, and so by failing to reduce exposure to this risk it 
would be introducing “undue risk” to the Fund.5 This led to the establishment of its 
climate change strategy in 2016.  

24. GSFA and NPF, in contrast, are agnostic on the market’s pricing of climate risk and 
rely largely on their active managers to gauge the investment risk and opportunity. 
Therefore, divesting from carbon exposure could compromise their active managers.  

25. ACC recognises the Climate Response (Zero Carbon) Act within its responsible 
investment policy and has committed to reducing the carbon intensity of the 
investment’s global equity portfolio6. This commitment does not reflect a particular view 
on how markets have priced the risk associated with climate change. 

26. A best practice approach to RI is multi-faceted, incorporating: 

 
4  This letter has been included in this briefing as an attachment. 
5  https://www.nzsuperfund.nz/assets/Uploads/How-we-Invest-Climate-Change-Strategy.pdf 
6  ACC’s ethical approach to investment also considers its operating purpose by prioritising impact on its clients through 

claim rates and injuries whilst maintaining fiduciary responsibility to balance risk and return to cover the long-term cost 
of accidents. 
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• Integration – ensuring ESG considerations are integrated into investment 
activities. This includes “positive investment”, which involves seeking out 
investments that provide beneficial social returns. 

• Collaboration – staying in touch with global RI best practice through membership 
of RI investor groups and working collaboratively with other investors to advance 
RI outcomes e.g. CFI-led collaborative engagement with social media 
companies. 

• Engagement – using influence as a shareholder to encourage investee 
companies to improve their ESG performance. 

• Exclusions – excluding or divesting from companies based on specific criteria 
e.g. International conventions or New Zealand law. Also referred to as “negative 
screening”. 

• Ownership – exercising voting rights in investee companies to encourage better 
management of ESG risks. 

• Reporting – seeking appropriate disclosure on ESG issues by investee 
companies; transparent reporting on activities and progress. 

27. In developing the Framework, we expect to maintain consistency with best practice. 
While this may consider the appropriateness of exclusions, we consider an effective 
approach would also reflect the other four aspects listed above, allowing for positive 
investment and engagement approaches to achieve the Government’s objectives.  

Developing the Framework (Key Discussion Points) 

28. All CFIs are committed to supporting the development of the Framework but stressed 
the importance of understanding potential consequences, including financial and 
operational consequences, before taking significant action. Any framework needs to 
consider longevity to ensure the CFIs can adopt a long-term investment strategy. This 
may require cross-party support to be enduring and future-proof its evolution alongside 
responsible investing best practice. 

29. The following table is a summary of the key trade-offs that officials are considering as 
part of the Framework development. Descriptive explanations of these issues are found 
after the table. 

Consideration Options (Not all mutually exclusive) Complexities 
Climate 
outcomes/ 
Impact 

1. Impact focussed, explicit reduction in NZ 
(or Global) carbon levels 
 
2. Reputation focussed, benefit NZ’s 
reputation and reinforces Government 
priorities 

CFI carbon exposure is predominately 
global, so the chief impact is reputational 
and not moving the bottom line of a carbon-
neutral New Zealand.  
 

Pace/magnitude 
of reducing 
carbon exposure 

1. Zero Carbon Act targets 
 
2. CCC Interim Targets 
 
3. Zero Carbon Public Sector targets 
 
4. Guardians Climate Change strategy 
targets 

Challenging to remove carbon exposure 
entirely from investment funds without 
offsetting strategies, which may not be 
efficient or possible for all CFIs. 
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Carbon 
reduction 
approach 

1. Exclusion of fossil fuel producers 
 
2. Focus on carbon intensity/reserves 

reductions 
 
3. Mix of options 1 & 2 

Low impact of exclusions (equity passes to 
another investor) relative to positive 
investment (ownership allows engagement 
to drive change).  
 
Exclusion implementation presents 
challenges for external asset managers and 
derivatives. 
 
Consistent definitions of approaches and 
measurement required. 

Product 
 

1. High level, principles based 
(e.g. sets an expectation that CFIs consider 
climate risk through an RI lens consistent 
with Government policy and/or uses 
principles of the Guardians RI approach) 
 
2. Specific/Metric-based 
(e.g. specific industry or sector exclusions) 

Clarity of responsibility which compromises 
CFI independence and exposes the 
Government to lobbying or procurement 
inconsistencies.  
  
This applies to how the framework might 
develop over time.  
 

Strength of 
implementation 

1. Voluntary CFI buy-in 
 
2. Mandated CFI buy-in 
 

Ministerial directions and legislation would 
take longer to implement and could cause 
unintended breach of investment 
independence.  

Policy certainty supports an enduring framework that limits political risk 

30. As you are aware, by stating a Government position this can generate communication 
from specific interest groups. Being specific presents a target to be shot at and can be 
used to highlight inconsistencies across Government, including in investment, trade, 
foreign affairs and procurement.  

31. A granular Framework could also erode the investment independence of CFIs. This is 
an important setting representing best practice governance of sovereign wealth funds 
and it allows the Government to shift questions relating to responsible investing to the 
relevant CFI.  

32. For this reason, we consider the best approach to developing the Framework is to 
make it principle-based rather than prescriptive. This allows for maintenance of existing 
protections whilst being transparent about where the Government sees the CFIs can 
align with Government policy.  

33. The principled approach could reference specific Government policy or regulations. We 
consider this to be the best practice approach where policy is developed with clarity of 
purpose but CFIs are not primarily a tool to deliver that policy, thereby undermining 
investment mandates.  

34. This allows for a clear separation of Minister and Board responsibility. Policy standards 
can set the rationale for a responsible investment approach while Boards are able to 
develop strategies on the most efficient way to achieve that objective using the five 
best practice factors listed above (para 13).  

35. The Framework could support investment independence and consistency of Minister 
and Board roles by making it voluntary. Ministers would retain the responsibility to set 
transparent expectations and Boards would give effect to those expectations or explain 
why this presents difficulty to sign up to. This preserves the ideal of strategic alignment 
across all aspects of the investment mandate. 
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36. The challenge will be to develop a framework that is suitably ambitious to meet the 
Government’s expectations and enables appropriate collaboration and implementation 
for each entity, given different form and legislation drivers. 

Development of standards will be important for efficient, long-term implementation 

37. The vast majority of the CFIs’ carbon exposure comes via the global equity investment 
portfolios, not from New Zealand investments. This has implications on how the CFIs 
implement climate strategies, but also on the nature of the impact that is sought from 
the Framework, whether this is reputational or specific objectives to reduce New 
Zealand’s carbon footprint. 

38. The CFIs expressed a need for clarity of definitions as the Framework develops. This is 
a complex and developing area with a lack of consistency across the financial market 
system. Aotearoa Circle’s recommendations from its Sustainable Finance work 
programme identified data standards as a key building block of its suggested workplan. 

39. For example, there is a range of different methods for, and significant estimation in, 
capturing carbon exposure in investment funds, which can result in significant 
differences in reported levels. We intend to explore this issue in the second workshop 
with CFIs in March but this will require global action, with engagement by New 
Zealand’s External Reporting Board. 

Clarity is sought on the pace and magnitude of carbon reduction for CFIs 

40. Currently there are several Government policies or statements you have made that 
could set expectations for CFIs. These are highlighted in the table below and include 
your statements to the Guardians’ Board that its approach to climate strategy could be 
the minimum standard for the CFIs. We have also included ACC as a reference point. 

Reference Point Date Target 

Zero Carbon Act 2050  Zero net emissions 

CCC Interim Targets7 

(from 2018 levels) 

2022-2025 

2026-2030 

2031-2035 

2.1% reduction  

17.2% reduction  

35.5% reduction 

Zero Carbon Public Sector 2025 Zero net emissions 

Guardians’ Climate Change 
strategy8 

(from 2017 levels) 

2025 80% reduction in emissions 
reserves 

40% reduction in emissions 
intensity 

ACC’s Climate Change strategy9 

(from 2019 levels) 

2030 At least 50% reduction in 
emissions intensity of global 
equity portfolio. 

 
 

7  https://ccc-production-media.s3.ap-southeast-2.amazonaws.com/public/evidence/advice-report-DRAFT-1ST-
FEB/ADVICE/CCC-ADVICE-TO-GOVT-31-JAN-2021-pdf.pdf 

8  https://www.nzsuperfund.nz/how-we-invest/balancing-risk-and-return/climate-change/ 
9  https://www.acc.co.nz/assets/corporate-documents/climate-change-framework.pdf 
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41. Any clarification as to which of these reference points best frame the Government 
expectations for the CFIs will help with further development of the Framework. Note 
that there is not consistency in the baseline years or the target definitions. 

42. In particular, we are seeking to confirm that zero carbon public sector targets would 
only apply to the CFIs’ operating functions and not the investment portfolios. This policy 
is not framed for the complexities applying to global investment portfolios.  

43. However, the framework could set a principle that the CFIs set a leadership position 
relative to the Zero Carbon Act 2050 targets. It is not possible to completely remove 
exposure to carbon emissions while remaining invested. Exposure can be reduced by 
screening out the worst companies and sectors. However, if net zero carbon emissions 
is a target, this could only be achieved with offsetting strategies which may not feasible 
(e.g. availability of carbon credits) or could be very expensive. 

Flexibility to develop investment strategies can be more impactful then exclusions 

44. While an exclusion of fossil fuel producers would be feasible, it does not explicitly link 
in with existing Government climate policy (for example the Zero Carbon Act’s focus is 
on emissions reductions, not fossil fuel reserve reductions) and is a blunt tool. The 
preferred approach, which is adopted by the Guardians and ACC, focuses on total 
portfolio carbon intensity reductions. 

45. This approach uses dual levers to achieve the overall target: 

i divestment of the worst consumers of fossil fuels within sectors (e.g. the worst 
airlines divested), and 

ii divestment of the worst fossil fuel producer companies. 

46. This approach avoids a blanket ban on fossil fuel producers. It allows for other tools to 
be utilised, including company engagement to drive positive change and searching for 
new investments, to support the transition to a low carbon society.  

47. A further issue that we are due to discuss with CFIs is how an exclusion approach if not 
carefully defined could result in significant operational/portfolio completion problems. 
CFIs often gain equity exposure via derivatives that contain exposure to indexes 
containing fossil fuel producers (without actually owning the stocks) and also have 
periodic exposure to fossil fuel producers via collective investment vehicles – indirect 
exposure that is effectively unavoidable if the CFI is to efficiently access a particular 
investment opportunity. 

Next Steps 

48. We will use your responses to questions from the recommendations as part of the next 
stage of discussions with the CFIs, planned for 9 March 2021. 

49. We also expect to talk about how international sanctions inform RI policies, carbon 
measurement definitions, reduction approaches and exposures through alternative 
instruments. 
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Annex 1 – Comparison of CFI Approaches to Climate Change 

 Guardians of NZ Superannuation (NZSRI 
Act)

ACC Investments (AC Act) National Provident Fund (NPF 
Restructuring Act)

Government Superannuation Fund 
Authority (GSF Act)

Entity Type Autonomous Crown Entity Crown Agent Statutory Corporation Autonomous Crown Entity 
Legislative Driver The Guardians must invest the Fund on a 

prudent, commercial basis and, in doing so, 
must manage and administer the Fund in a 
manner consistent with— 

a) best-practice portfolio management; 
and 

b) maximising return without undue risk 
to the Fund as a whole; and 

c) avoiding prejudice to New Zealand’s 
reputation as a responsible 
member of the world community 

ACC’s investment statement: “…must include a 
statement relating to ethical investment for avoiding 
prejudice to New Zealand’s reputation as a responsible 
member of the world community” (s271) 
 
“The corporation must invest in the same manner as if it 
were a trustee” (s275) 
 

In setting the investment policies, the Board 
acts in the best financial interests of the 
members of the Schemes, while considering 
the interests of the Crown as guarantor of 
the benefits payable by the Schemes. 
 
This is derived from obligations under the 
NPF Act, The FMC Act and the Trustees 
Act. 
 

The Authority must invest the Fund on a 
prudent, commercial basis and, in doing so, 
must manage and administer the Fund in a 
manner consistent with— 

a) best-practice portfolio management; 
and 

b) maximising return without undue risk 
to the Fund as a whole; and 

c) avoiding prejudice to New Zealand’s 
reputation as a responsible 
member of the world community 

Approach to Climate 
Change 

Investment-based approach that views 
climate change as an ‘undue risk’. 

Responsible Investment approach to climate change 
risk that is aligned with the Zero Carbon Act. 

Responsible investment approach to climate 
change risk. 

Responsible Investment approach to climate 
change risk. 

Practical steps to 
integrate Climate 
Change Strategy 

- Reduce exposure to fossil fuel reserves 
and carbon emissions 

- Incorporate climate change into 
analysis and decision making 

- Manage climate risks by being an 
active owner through voting and 
engagement 

- Look to take advantage of long-horizon 
investment opportunities that arise from 
climate change e.g. renewable energy 

- Engagement: actively encourage investee 
companies to reduce greenhouse gas emissions, 
report and plan for climate change risks 

- Exclude businesses that generate more than 30% of 
revenue from thermal coal. 

- Reduce exposure to fossil fuel reserves and carbon 
emissions by tilting portfolio using active managers 

- Increase monitoring and reporting on carbon/climate 
change metrics. 

- Increase exposure to renewable energy assets 
through reweighting of investment portfolio. 

No current intervention to limit carbon 
exposure but Board has indicated it will do 
so if possible, without reducing members’ 
returns: 
- Encourage investment managers to 

assess impact of climate change 
- Include climate change as a criterion 

for selecting fund managers 
- Encourage managers to engage with 

companies on climate change risk 
- Exercise voting rights to influence 

change regarding climate change 

The Authority: 
- Uses climate policy as a criterion for 

selecting and retaining external 
investment managers 

- changed investment allocation to 
external managers with less carbon 
exposure. 

- has mandated one of its managers to 
reduce its emissions to less than half 
the market average. 

Year of adoption October 2016 August 2020 December 2020 June 2020
Current Carbon 
Reduction Targets 

2025 Target (vs. Passive Reference 
Portfolio) 
- Reduce emissions intensity by -40% 
- Reduce ownership of emissions 

reserves by -80% 

2030 Target: 
- Reduce carbon intensity of global equity portfolio 

by at least 50% by 2030 compared to 2019 levels. 
[Initially achieved in November 2020 – Board to 
review targets by end of March ‘21] 

No targets No targets yet for reduced exposure to 
carbon emissions or fossil fuel reserves. 
 
General objective to limit intensity relative to 
the market cap benchmark without hurting 
investment performance. 

Implementation 
Method 

Implemented bespoke MSCI low-carbon 
reference portfolio in 2017. Implementation 
methodologies in the actual portfolio vary 
depending on the investment. 

Written an upper limit on carbon intensity that reflects -
50% reduction target into investment management 
agreements with external active fund managers. 

N/A Allocating managers with a bias to lower 
carbon companies and/or mandating 
managers to limit carbon intensity. 

TCFD Reporting 
Commitment 

Published October 2020 Commitment made in 2020 Annual report. Initial 
disclosures already made, to be progressively further 
developed in future Annual Reports.

Expected by March 2021 Expected by June 2021 
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Treasury:4433487v1                    

Treasury Report:  Crown Financial Institutions Responsible Investment 
Framework: Progress Update Two 

Date:   8 April 2021   Report No: T2021/749 

File Number: CM-3-6-4-6 

Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 

Agree that the CFI Responsible Investment 
Framework should focus on principles of 
Measurement, Reduction and Influence 

21 April 2021 
 

 

Hon Carmel Sepuloni 
Minister for ACC 

Agree that the CFI Responsible Investment 
Framework should focus on principles of 
Measurement, Reduction and Influence 

21 April 2021 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Michael Eyre Senior Analyst, 
Financial Institutions 

 

Joseph Sant Manager, Financial 
Institutions 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 

s9(2)(g)(ii), s9(2)(k)
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Treasury Report:    Crown Financial Institutions Responsible Investment 
Framework: Progress Update Two 

Executive Summary 

This is the second progress update for the development of a Crown Financial Institution (CFI) 
Responsible Investment Framework (the Framework). An iterative approach to advice is to 
incorporate your guidance at key stages of development. Decisions will become more 
focussed as we near the implementation of the framework in the middle of this year. 

You expressed a preference that CFI investment portfolios are to be captured by the Carbon 
Neutral Government Programme (CNGP). This requires specific public sector agencies to 
measure, reduce and offset their greenhouse gas emissions by 2025, subject to each 
agency’s reduction potential. It will also set 2025 and 2030 gross emissions reduction targets 
consistent with the intent and purpose of the Climate Change Response (Carbon Zero) 
Amendment Act 2019 and the Paris Agreement, both of which set a 2050 ambition for carbon 
neutrality.1 

The development of the CNGP is on a slower track than the Framework, and not all CFIs are 
captured by the CNGP unless Cabinet agrees to change the scope. The Framework could 
continue to be developed this year, outside of the CNGP, and evolve to maintain consistency 
with the intent and purpose of the CNGP as targets are set and reviewed in 2023, 2025, 
2028 and 2030. 

There has been no guidance from the CNGP to date on how to treat investments, as ‘scope 
3’ emissions.2 However, Cabinet has required CFIs to be consistent with the requirements of 
the Taskforce for Climate-related Financial Disclosure (TCFD). The CFIs are either already 
consistent with this objective or will be ahead of the required timeframe.  

The Paris climate accord and New Zealand’s Emissions Trading Scheme (ETS) assign 
liability for scope 1 emissions to the company or country that is directly able to control those 
emissions, not to investors. The target setting and review process will be the primary driver 
of company activity in New Zealand, meaning it is not feasible for CFIs to reduce carbon 
exposure to zero until companies have taken this step.  

A number of global funds have explicitly committed to carbon neutrality by 2050, consistent 
with the policy and regulatory ambition of the Paris Agreement. We think this is the 
appropriate ‘reduction’ goal for CFIs that do not have direct control over company emissions. 
While carbon neutrality by 2025 is not feasible for the CFIs, significant reductions can be 
taken without introducing untenable cost. Indicatively, a range of 50-75% reduction against 
baseline measures of investment portfolio emissions is feasible.  

The use of offsets for remaining exposure would double-count emissions, shifting 
responsibility from companies to investors. This has the potential for significant market 
distortion for the ETS or leakage of New Zealand’s wealth overseas, should carbon credits 
be purchased to cover overseas company emissions. The cost of offsets is prohibitive, 
particularly if individual company scope 3 emissions are included. 

 
1  2025 targets are to be set by December 2023 [CBC-21-MIN-0030 refers]. 
 
2  Refer to Appendix 2 for a detailed description. Summary description: 
    Scope 1 – direct emissions from a company’s owned or controlled sources.  

 Scope 2 – indirect emissions from the energy a company purchases. 
 Scope 3 – all other indirect emissions that occur in a company’s value chain. Investments are scope 3. 
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Therefore, this briefing proposes that the CNGP approach should be tailored for investment 
funds, to set the key activities of the Framework as measure, reduce and influence. 
‘Influence’ includes the expectation for positive investment approaches, supporting the 
development of technologies that can lead the societal transition to carbon neutrality. The 
CFIs are also well placed to lead an engagement programme with New Zealand businesses 
and global funds. 

If you are comfortable with this overarching structure for the Framework, we will develop 
advice on stretching principles for each of the activities, to support the Government’s 
medium-term and long-term sustainability objectives.  

You have accepted a meeting with CFI Board Chairs on 19 April. This can be used to 
discuss your expectation that CFI sustainability goals should match the ambition of the 
Government. Board Chairs are likely to seek agreement that the Framework can be 
implemented without undermining Board fiduciary obligations and investment missions.  

Recommended Action 

We recommend that you: 
 
a note that the Carbon Neutral Government Programme will require specific public sector 

agencies to measure, reduce and offset their greenhouse gas emissions by 2025 and 
targets for 2025 and 2030 emissions reduction will be set in 2023 

b  note that under the Greenhouse Gas Protocol, investment portfolio emissions 
(financed emissions) are considered Scope 3 emissions for investors 

c note that the Paris climate accord and New Zealand’s Emissions Trading Scheme 
assign liability for scope 1 emissions to the company or country that is directly able to 
control those emissions, not to investors 

d note that Crown Financial Institutions (CFIs) do not have direct influence over 
companies’ scope 3 emissions and can only influence via engagement over scope 1 
and 2 emissions of companies in which they hold only minority stakes  

e note that requiring CFIs to offset scope 3 portfolio emissions could cause double-
counting and double-paying for carbon credits, which could lead to ETS market 
distortion or leakage of New Zealand’s wealth overseas 

f note that peer funds of the CFIs expect the regulatory environment set by the Paris 
climate accord, to push companies to achieve carbon neutrality by 2050 or sooner 

g note that global best practice among large institutional investors also identifies the 
requirement for positive investment on solutions that will support the societal shift to 
carbon neutrality 

h agree that the CFI Responsible Investment Framework should align with the Carbon 
Neutral Government Programme, but change the focus from ‘offset’ to ‘influence’, 
thereby creating a requirement for CFIs to: 

i.         measure, to ensure transparent reporting of emissions intensity of investment 
portfolios 

ii.         reduce, emissions to the degree possible that tension is enabled in asset 
selection without undermining Board statutory obligations and investment 
missions 
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iii.         influence, through engagement, asset selection and positive investment in 
transformational infrastructure and innovation. 

 
    Agree/disagree.                                        Agree/disagree.  

Minister of Finance                                  Minister for ACC 
 
 
 

i note that we expect to provide at least two more progress reports that will increasingly 
require specific decisions related to the Measure, Reduce, Influence principles. These 
briefings will also provide legal advice on how the Responsible Investment Framework 
can be a mandatory obligation for CFIs. 

 
 
 
 
 
Joseph Sant 
Manager, Financial Institutions 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
 
Hon Carmel Sepuloni 
Minister for ACC 
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Treasury Report:    Crown Financial Institutions Responsible Investment 
Framework: Progress Update Two 

Purpose of Report 

1. This is the second update report in the development of a Crown Financial Institution 
(CFI) Responsible Investment Framework (the Framework). As a reminder, an iterative 
approach is being taken to ensure we can incorporate your guidance at key stages of 
development. Decisions will become more focussed as we near the adoption of the 
framework in the middle of this year. 

2. The first update paper set out some high level statements to influence the direction of 
travel. Key decisions from that paper included that you: 

• are comfortable with a principles-based approach 

• require that the Framework will be mandatory for all CFIs, and  

• consider the CFI investment portfolios should be aligned with the Carbon Neutral 
Government Programme. 

3. This briefing builds from that direction to discuss what’s possible in delivering those 
goals. We focus primarily on the third point, as you disagreed with Treasury’s 
recommendation. Our concern is that the high level statement you were asked to make 
a decision on carries a lot of nuance. Our analysis in this briefing highlights the 
dependency on companies achieving carbon neutrality for the funds to achieve carbon 
neutrality, and that offsetting residual carbon exposure is not feasible for investors.  

4. We have set out a high level structure for the Framework that could present a positive 
link to the Carbon Neutral Government Programme (CNGP). The timeframe for 
developing the Framework is shorter than the CNGP and we present reasons why the 
‘Measure’, ‘Reduce’ and ‘Offset’ requirements of the Programme will need to be 
tailored for the CFIs’ ability to ‘Influence’ for results that are outside of their direct 
control. If you agree to the structure for the Framework, this will be developed for 
focused decisions in future briefings.3  

5. We will soon incorporate legal advice into our work programme to discuss how the 
Framework can be made mandatory. However, we do not discuss this point in this 
briefing. 

6. You have a positive engagement opportunity with the CFI Board Chairs on 19 April 
2021. We will provide separate speaking notes for this meeting, but in brief: 

• This meeting can set out your expectations for the CFIs to take a leadership 
position, to help deliver the Government’s medium- and long-term sustainability 
objectives.  

• It also provides a forum for the Board Chairs to raise their concerns directly with 
you. While there Board is support for setting clear expectations, these need to 
align with the investment settings of best practice portfolio management and 
specific requirements to maximise returns without undue risk. 

 
3  Update number three is due to be provided in mid-May and we have the ambition to deliver a final update by late June 

2021. 
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Background 

7. We are working collaboratively with the CFIs in developing the Framework, to harness 
expertise and promote solutions that can be both practically implemented and meet the 
Government’s sustainability objectives.  

8. The latest workshop with the CFIs discussed the direction of travel. There is a 
consensus, including with the Treasury, that it is not feasible for CFIs’ investment funds 
to be included within the specific agencies that are expected to be carbon neutral by 
2025. The subsequent discussion focused on the issues that would need to be 
unlocked to provide solutions on how the Government’s broad objectives can best be 
achieved. 

Carbon Neutral Government Programme 

9. On 30 November 2020, Cabinet agreed to establish the Carbon Neutral Government 
Programme (CNGP). By 2025, certain public sector agencies will be required to: 

• measure and report on greenhouse gas emissions 

• reduce those emissions, and 

• then offset any remaining emissions through New Zealand-based offset projects.  

10. The Government announcement included a list of organisations that would be captured 
by this requirement, subject to a report back on feasibility for inclusion. ACC and EQC 
are captured by this list, as Crown Agents, but other CFIs are not, as they are 
Autonomous Crown Entities (or a Trust in the case of the National Provident Fund 
(NPF)).  

11. All CFIs are already on this journey. The Guardians has published a stand-alone report 
in relation to the Taskforce for Climate-related Financial Disclosure (TCFD) 
requirements. The Guardians’ operations are net zero for Scope 1 and 2 emissions. 
ACC, GSFA and NPF are also expected to be ahead of the implementation deadline 
for TCFD reporting.4 Three of the four CFIs have taken an approach to reduce portfolio 
emissions, with NPF lacking a clear legislative requirement to adopt a similar approach.  

12. Cabinet has recently discussed progress on the CNGP [CBC-21-MIN-0030]. Targets 
for emissions reduction by 2025 and 2030 will not be set until 2022/23, a slower track 
than envisaged for the Framework. The paper also specified certain scope 3 emissions 
that are mandatory for inclusion in measure and reduction targets but does not provide 
guidance on investments as scope 3 emissions.  

13. The distinction of whether scope 3 portfolio emissions are included (i.e. the degree to 
which investee company emissions are ‘owned’ by agencies’ investment portfolios) is 
extremely important to the CFIs and will require a bespoke decision for the Framework. 
This briefing expands on the risk of reducing carbon exposure in investment portfolios 
at a faster pace than the underlying companies.  

14. We see an opportunity to create a similarly principled Framework for CFIs that can link 
back to the clear and simple messaging of the CNGP. This would maintain an 
expectation to Measure and Reduce exposure to emissions but could require CFIs to 

 
4  Reference Hon Shaw’s press release: Climate reporting for Crown financial institutions | Beehive.govt.nz 
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‘Influence’ the market through engagement (rather than Offset what is outside of their 
own control, mixing incentives and creating market distortion).  

15. Positive influence can represent a leadership position to influence NZ companies and 
ensure New Zealand is also taking a leadership position among global funds. Influence 
can be through engagement, asset selection and positive investment in 
transformational infrastructure and energy/sectoral innovation.  

Analysis on the Feasibility of Moving Investment Portfolios to Carbon Neutral 

16. CFIs have provided a consensus statement that has supported the drafting of this 
briefing. We agree with the emphasis of this statement and present analysis consistent 
with the following key points: 

• CFIs can play a role to influence how carbon accounting standards can best be 
incorporated into the investment space, for transparency of asset selection with a 
carbon lens (reference appendix 1 for a case study on complex data standards). 

• However, there is no prudent way for the CFIs to fully reduce scope 3 exposure. 
Reduction to a ‘better than market’ position balances the Government objective 
without presenting undue risk to investment portfolios. 

• Comparative funds in other jurisdictions are targeting the Paris accord 
commitment of achieving carbon neutrality by 2050, as the regulatory 
environment on companies makes this goal attainable.  

• Offsetting carbon positions that cannot be reduced is not best practice, is 
prohibitively expensive, and is contrary to guidance from the Paris Agreement.  

• Offsetting scope 3 emissions would introduce double-paying, leading to domestic 
market distortion and transferring New Zealand wealth overseas. These have no 
benefit to the real economy of carbon reduction. 

• Rather than funds using an offset approach, the role of CFIs is better framed as 
‘Influence’ - through leadership and engagement with NZ companies, and 
positive investment in companies and emerging technologies that provide 
solutions to carbon reduction. 

17. ACC has also responded to a request from its Minister for a separate briefing to you 
and the Minister for ACC (GOV-009844 refers). This aide memoire reiterates its 
position, which is consistent with the information below. 

Existing investment strategies can deliver significant carbon reductions; however, the 
pace of net zero emissions presents legal and fiscal trade-offs 

18. Investment strategies can divest from the highest carbon emitting companies. This can 
achieve significant reductions in overall portfolio exposure to emissions, and can be 
achieved in a low cost, efficient manner without introducing much active risk between 
the returns on the portfolio and the returns on the benchmark.  

19. The CFIs have already used this approach to deliver significant reductions: 

• NZSF has reduced its emissions intensity by 40% relative to its unadjusted 
reference portfolio (a proxy for the market) 
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• ACC has reduced the emissions intensity of its listed equities portfolios by 46% 
relative to baseline June 2019. It has committed to a 60% reduction by 20255 
(against baseline) and net zero emissions by 2050, and 

• GSF has mandated an external manager to reduce exposure up to 50% of the 
global equity benchmark. 

20. However, as a fund moves towards “minimum carbon” holdings, this impacts the ability 
to sufficiently diversify the investment portfolio, i.e. the choice of investment 
opportunities shrinks to only a few sectors (likely service industries). This creates a 
higher potential cost to the fund for every incremental move towards carbon neutral, 
beyond a certain point. 

21. The critical level for striking the right investment balance between return and 
introducing undue risk is somewhere between 50-75% reduction of emissions (relative 
to the global market benchmark). Moving at a pace too far and too fast creates 
challenges for Boards with respect to the varying legislative and fiduciary obligations to 
maximise return and apply best practice portfolio management.  

22. We have provided advice that is consistent with existing legislation, maintaining the 
fiscal policies that the CFIs are delivering. Should you be comfortable with the overall 
approach to the Framework, we will work with the CFIs on clarifying where this range of 
carbon exposure reduction could be set to create the appropriate tension in decision 
making. This ‘reduction’ workstream could position New Zealand funds as global 
leaders but should not put them out of step with global best practice. 

23. Should you retain concerns that the level of emissions reduction that can be achieved 
does not meet your ambition, we recommend a discussion on the trade-offs of fiscal 
and legal settings before we progress further.   

Regulation and best practice frameworks can provide a basis for carbon neutrality; 
however, they are targeted at 2050 and do not contemplate offsets 

24. The Paris Accord calls for a net zero global economy by 2050. Regulation in New 
Zealand, and globally, is targeted at this outcome. The CFIs do not expect even 
leading companies to fully adjust to the regulatory signals by 2025. However, they are 
actively and collectively engaging with companies to encourage them to reduce their 
emissions as quickly as possible. 

25. Addressing climate change within investment portfolios is a rapidly evolving area in 
global markets. This has resulted in the establishment of a number of global investor 
initiatives which aim to align portfolios with the Paris Agreement. Notable examples of 
these initiatives are set out below, covering a range of jurisdictions: 

• The Institutional Investor Group on Climate Change (IIGCC)6, the European 
membership body for investor collaboration on climate change. The IIGCC has 
more than 270 members with over €35 trillion in assets under management. In 
March 2021 it issued a Net Zero Investment Framework7.  

• The Investor Group on Climate Change (IGCC)8. This is an Australian/NZ 
investor group of which the Guardians is a member. It is similar to, and 
collaborates with, the IIGCC. In December 2020 the IGCC launched the Net Zero 

 
5  Relative to June 2019 levels. 
6  https://www.iigcc.org/ 
7  https://www.parisalignedinvestment.org/media/2021/03/PAII-Net-Zero-Investment-Framework_Implementation-Guide.pdf 
8  https://igcc.org.au/ 
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Asset Managers initiative with a group of 30 founding signatories managing US$9 
trillion in assets, to deliver net zero commitments by 2050 or sooner.  

• The United Nations-convened Net-Zero Asset Owner Alliance9. This is an 
international group of 34 institutional investors managing US$5.5 trillion. It 
commits to align portfolios to net zero greenhouse gas exposure by 2050. The 
Alliance has published an Inaugural Target Setting Protocol setting out how 
individual members will set a target, by 2025, balancing scientific ambition, active 
ownership and divestment constraints. The Protocol recommends that targets 
strive for carbon reductions in the range of -16% to -29% by 2025, using 2019 as 
a baseline.  

26. Given this is an emerging area, these frameworks do have some significant 
differences. However, there are also some common trends that should be considered 
in the CFI Framework: 

• It is important to balance asset selection (negative screening) and engagement to 
encourage companies to reduce their emissions 

• Investors need to focus on maximising efforts that achieve decarbonisation in the 
real economy, i.e. by underlying companies  

• The approach should deliver both emissions reductions and increase investment 
in the climate solutions the world needs to achieve net zero 

• A comprehensive ‘investment strategy’ led approach, supported by concrete 
targets being set at portfolio and asset level, and 

• Do not focus on offsetting emissions.  

27. Positive investment is the most impactful change that investment funds can make. 
There is a broad consensus among sovereign wealth funds that investors need to take 
immediate action to mitigate the effects of climate change, including setting 
expectations for emissions reduction. However, many funds are focused on finding 
opportunities in real-asset climate solutions such as renewable energy generation, 
energy efficiency projects and low-emission transport that have a present-day 
investment case and return profile.10  

28. The majority of the CFIs’ “peer funds” have not set climate targets. However, non-
sovereign peer group exceptions include: 

• AustralianSuper, which has committed to achieving net zero emissions by 2050 
“in a smooth and orderly way, to protect the present and future value of assets 
and returns for members”11 

• AP2 (Sweden), which is aligning with the IIGCC Net Zero Investment Framework, 
and  

• the New York State Common Retirement Fund which has committed to reach net 
zero by 2040. Targets for 2025 were not apparent from public disclosures, other 
than committing to complete a review of minimum standards for investment in oil 
and gas companies. 

 
9  https://www.unepfi.org/net-zero-alliance/ 
10  https://www.ifswf.org/general-news/sovereign-wealth-funds-report-material-action-climate-change 
11  https://www.australiansuper.com/investments/how-we-invest/climate-change  
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Offsetting portfolio emissions will lead to duplicate payments (due to double counting 
of emissions) and shifts responsibility from the corporation to the investor 

29. Given CFI asset selection decisions and underlying investee company behaviour can 
only get part way to achieving a net zero carbon exposure by 2025, the remaining tool 
to consider is the feasibility of offsetting emissions.  

30. Inclusion of portfolio scope 3 emissions in the Framework would result in: 

• double counting of emissions that are counted as scope 1 of one investee 
company and scope 2 (or scope 3) of another investee company, and 

• double paying for offsets (both company and investor purchasing carbon credits 
for one unit of emissions).  

31. As per international standards, scope 1, 2 and 3 emissions from investee companies 
(i.e. the CFIs’ portfolio emissions) are considered scope 3 emissions for investors. 
Additionally, investors are encouraged but not required to account for investee 
companies’ scope 3 emissions.  

32. Both voluntary and compulsory offsetting schemes recognise double counting. The 
Paris Climate Change Agreement accounting frameworks and the New Zealand 
Emissions Trading Scheme (ETS) do this by assigning liability for emissions primarily 
to the party responsible for the scope 1 emissions i.e. the company or the country. 
Voluntary schemes also allow double counting to be adjusted for.  

33. Being required to offset investee company emissions shifts responsibility away from the 
companies to investors. This won’t help reduce emissions in the real economy and also 
adds net cost to New Zealanders. It could also force the CFIs to divest certain assets 
because they would become uneconomic. This may not be the best possible result 
from either an investment or a climate change point of view. 

34. We recommend the CFIs’ role to manage scope 3 portfolio emissions is to measure 
and reduce to a level that is feasible, while retaining the ability to deliver on investment 
mandates. This then enables the CFIs to work from this ‘better than market’ position to 
engage with investee companies and the market as a whole.  

Offsetting scope 3 portfolio emissions is expensive, presenting trade-offs with the 
fiscal strategies that CFIs represent  

35. Offsetting can take different forms:  

• purchasing positive carbon investments, such as new forestry planting, and/or 

• purchasing carbon credits via the New Zealand ETS or global equivalents  
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36. The CFIs have provided carbon credit offsetting cost estimates using a common 
carbon price, but slightly different methodologies.12 However, the different approaches 
do not affect the overall feasibility assessment. 

37. The estimated offsetting costs are set out in Table 1, separated for whether CFIs would 
be required to offset company only scope 1 and 2 or all company emissions.  

Table 1. Estimated annual costs of carbon credit offsetting  
 

 
 
38. In aggregate, the cost to the CFIs at the current carbon price would be $650 million per 

annum ($164m if only required to offset scope 1 and 2 emissions), and at the 2030 
CCC estimated carbon price it would be $2.3 billion per annum ($570m scope 1 and 2 
only). This impact sets a range of 8-29% of CFI annual investment returns of $8 billion. 

39. Adding these explicit costs would significantly erode investment performance. As each 
fund represents a Crown fiscal strategy, there would be flow on implications to the 
Crown and ACC levy payers. These costs appear prohibitive, especially considering 
the bulk of the emissions are attributable to companies in other countries. Therefore, 
these offsets would not benefit New Zealand’s Carbon footprint. 

40. However, the impact would reduce if CFIs did not count investee companies’ scope 3 
emissions. However, these costs are still material and with scope 3 omitted, most oil 
and gas companies show only low emissions so the integrity of such a commitment 
would be questionable.  

Offsetting using the New Zealand ETS market would create local market distortions, 
while using global markets would not impact New Zealand’s carbon footprint 

41. Potential for distortion of the ETS is an important consideration for whether offsetting 
should be a part of the Framework. If CFIs undertook an offset programme for their 
global carbon exposure, they would account for ~86% of the government’s proposed 
ETS auction volume. The impact would be supply constraints for the NZ market, driving 
up the carbon credit price and potentially making NZ businesses non-competitive.  

 
12  The methodology incorporates that the CFIs will first reduce carbon emission intensity to less than 50%12 of equity index 

intensity using asset selection approaches, then applies carbon offsets to address the remaining scope 1, 2 and 3 
emissions from the underlying companies. The calculation for scope 1 & 2 emissions is derived from actual portfolio 
footprints for CFIs. Information on scope 3 emissions from underlying companies is currently not available.  

 
             Generally, portfolio footprints focus on intensity measures rather than total emissions for reduction strategies (to allow 

for growth in portfolio size) but for the purposes of this exercise we have used total emissions. The costs associated 
with the current carbon price of $40 per tonne and the Climate Change Commission (CCC) 2030 estimated price of 
$140 per tonne have been assessed. 

 
             The lower bound of the feasible range of 50-75%. If a higher reduction was applied, the offsetting costs would decrease. 

 

 Expected emissions of
portfolio 

(KtCO2-e) 
Scope: 
ACC 
NZSF 
GSF 
NPF 
Total 

s9(2)(ba)(i) and 9(2)(g)(i)

OIA 20220160 Item 2
Page 24 of 84



 

T2021/749 Crown Financial Institutions Responsible Investment Framework: Progress Update Two Page 12 

 

42. If purchasing carbon credits to offset global emissions, the majority of the credits would 
need to be bought offshore, purchased from foreign owners. The outcome would be 
that a long-term income stream would have been transferred from New Zealand to 
offshore parties, whilst making no difference to New Zealand’s emissions profile.  

43. The Paris Agreement asks countries to focus on their own emissions (“nationally 
determined contributions”). So it is worthwhile considering whether the CFIs could 
feasibly focus the requirement to be carbon neutral solely on their domestic portfolios. 

44. Limiting the requirement to be carbon neutral to the CFIs’ New Zealand portfolios 
would create an economic disincentive for CFIs to invest in New Zealand, and likely 
prompt the sale of domestic versus international assets on commercial grounds.  

45. By way of example, the estimated cost to the NZ Super Fund of making its domestic 
investment portfolio carbon neutral by way of offsets is approximately 10% of the cost 
of making the whole portfolio carbon neutral. The cost of offsetting farm emissions 

 Refer to Appendix 1 for a 
case study that addresses this point. 

Forestry purchases are not likely to cover the scale of emissions offsets 

46. In terms of forestry, ACC has estimated that the scale of plantation to offset its existing 
carbon emissions (which already includes a 46% reduction in the global listed equity 
portfolios) would require around 100,000 hectares of new plantation of exotic forestry. 
Using ACC’s methodology as a proxy for the other CFIs, around 300,000 hectares of 
exotic forestry would need to be planted to offset the portfolios.  

47. The Kaingaroa Forest, the largest of its type in the Southern Hemisphere, is 
approximately 200,000 hectares. This scale of new forestry planting is not a feasible 
option to reach carbon neutrality. The drop off in sequestration as the trees mature 
makes the task even larger.  

48. We have not estimated the cost or secondary impacts for the option to significantly 
expand this approach to offsetting over a longer time horizon as we consider it is 
important to get the general settings of the Framework right before moving to a detailed 
study of the options to attain a net reduction in carbon exposure. 

The alternative to offsetting is to harness positive investment approaches and charge 
the CFIs to use their standing to influence both domestically and globally 

49. We consider the offsetting of residual carbon exposures is not feasible due to the cost 
on a global scale and the distortion of incentives if applied solely to domestic 
emissions. We prefer to set CFIs with a key role to aid businesses to recognise the risk 
of becoming unsustainable due to carbon exposure.  

50. This could include setting expectations that the CFIs: 

• Collectively develop an engagement plan with New Zealand companies seeking 
to drive better carbon data/reporting and encourage faster carbon footprint 
reduction, and. 

• Proactively seek out domestic and global investments in climate solutions to 
support the societal goal of achieving net zero emissions. 

51. Referring again to the NZSF’s farm investments case study. This can be taken as a 
positive investment approach.
It has adopted a number of market leading initiatives, including: 

s9(2)(ba)(i), 9(2)(g)(i) and 9(2)(i)
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• developing its responsible farming policy with a refreshed focus on sustainability 
and an ambition to align with the Zero Carbon Act. The first step is to benchmark 
farm emissions and develop a carbon reporting framework which is targeted for 
completion in 2021; 

• ensuring environmental systems exceed legal requirements and investing 
significant capital to upgrade effluent systems;  

• identification and assessment of a number of potential mitigation options to 
reduce greenhouse gas emissions, such as ceasing the use of Palm Kernel 
Extract (PKE). 

52. Defining standards specifically for farm emissions brings this briefing full circle. We also 
consider CFIs can help the development and implementation of global and sector 
standards, to enable investors to have confidence about the management of scope 1 
and 2 emissions – thereby reducing CFI scope 3 exposure.  

Next Steps  

53. Should you agree with the overarching Framework principles discussed in this briefing, 
we will use the next two update briefings to present specific objectives as they relate to:  

• Measure – review good practice globally to report on what has already been 
done, but also what ‘will’ be done to incorporate a clear forward-looking view.  

This could be extended to set expectations for how investors can play a role in 
the development of clear and consistent data standards. This issue may fit better 
in the ‘Influence’ category, however, as CFIs do not have direct control of this 
complex issue. 

• Reduce – drill into the question of what’s possible in reducing exposure to scope 
1, 2 and 3 emissions without introducing undue risk. This will further investigate 
other common programmes that set a pathway to carbon neutrality to ensure 
New Zealand can retain a global leadership position, without moving out of step 
with global best practice. 

• Influence – provide more detail on what CFIs can specifically achieve to 
influence NZ businesses and undertake a positive investment approach to 
prioritise low-carbon solutions. Again, this would need to be achievable in the 
context of maintaining best practice portfolio management. 

54. We will also initiate a legal workstream to advise on the product to deliver the 
Framework so that this is a mandatory requirement for funds operating under a variety 
of legislative settings. 

55. You are due to meet with the CFI Board Chairs on 19 April. We will provide speaking 
points for this meeting by 15 April 2021.  
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Appendix 1 – CFI Case Studies 

NZ Super Fund - Farm Example 
 
In 2010 we began to build a portfolio of rural land investments within the NZ Super Fund. We 
see rural land as a relatively under-developed asset class delivering a range of investment 
exposures and being a good diversifier for the Fund. The sector is difficult to access 
passively and we see strong scope for adding value through active management. In 
particular, we target investment opportunities in rural land of suitable scale or capable of 
being aggregated to achieve scale; where the vendors are capital constrained and in areas 
with climatic conditions suitable for high yields. 
 
Our portfolio of New Zealand farms is now worth approximately $425 million and comprises 
28 properties, located in Southland, Waikato, Otago and Canterbury, all under management 
by a third party company, FarmRight. The farms are the largest source of carbon emissions 
in our New Zealand investment portfolio, comprising approximately 86% of total emissions. 
Ensuring environmental systems exceed legal requirements and investing significant capital 
to upgrade effluent systems has been a particular focus of our ownership approach. Our 
move to cease the use of PKE on our farms has contributed to lowering emissions. 
FarmRight is currently further developing its responsible farming policy with a refreshed 
focus on sustainability and an ambition to align with the Zero Carbon Act. The first step is for 
FarmRight to benchmark NZSF farm emissions and develop a carbon reporting framework 
which is targeted for completion this year. 
 
A number of potential mitigation options to reduce greenhouse gas emissions have been 
identified by FarmRight. The next step is to assess the viability of these mitigation strategies 
and potential for implementation across the portfolio. 
 
Notwithstanding these steps, with the best will in the world it is not realistic to expect the 
farms to be carbon neutral by 2025 (it’s just too soon) and we estimate the cost of offsetting 
their emissions would equate to approximately  of their annual revenue. 

 
We are not sure of the Minister’s position in respect to PAMU being captured by the public 
sector 2025 carbon zero target and note the potential inconsistency in treatment between the 
entities if PAMU is not required to meet this target and the CFIs are. 
 

s9(2)(ba)(i), 9(2)(g)(i) and 9(2)(i)
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ACC - Air New Zealand - Data Challenges and Double Counting  
 
Investment portfolios such as ACC are not able to measure net carbon emissions of the 
individual investee companies, as this data is not currently available from independent data 
providers. Recording the information themselves is impractical given the size of the task and 
even if it was possible the data would not be independent. 
 
This introduces complexity in offsetting carbon emissions. ACC is using MSCI and 
Bloomberg data to measure the gross carbon emissions footprint of the listed equity 
portfolios. Measuring gross emissions is useful for measuring a portfolios carbon footprint 
and considering the carbon risks within the portfolio.  
 
Should investors use the same gross emission data to offset carbon emissions there can be 
more emissions being offset than are being emitted. Air NZ is an example of how investors 
would be offsetting emissions that have already been offset.  
 
Air NZ reports gross emissions with the majority of emissions coming from Scope 1 (burning 
fuel) but they also offset all domestic travel that has not already been offset by passengers 
as well as participate in the Carbon Offset and Reduction Scheme for International Aviation. 
 
The outcome is net carbon emissions for Air NZ are significantly lower than gross carbon 
emissions, however the data ACC utilises does not capture this, so should ACC try to use 
offsets, it would create a double counting issue. 
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Appendix 2 – Green House Gas Protocol scopes and emissions across the 
value chain 

Source: Page 20 Global GHG Accounting and Reporting Standard for the Financial Industry13 

 

• An individual company has exposure to scopes 1,2 and 3. 

• However, trustworthy data for investors, such as the CFIs, is only available for scopes 
1 and 2. 

• Investments are defined as scope 3 (downstream) emissions. 

• Using the GHG Protocol, the CFIs’ investment portfolio emissions (the aggregate of the 
scope 1,2 and 3 emissions from the underlying companies) are considered Scope 3 
emissions for investors. 

 
13https://ghgprotocol.org/sites/default/files/standards/The%20Global%20GHG%20Accounting%20and%20Reporting%20Standard%20for%

20the%20Financial%20Industry_0.pdf  
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Reference: T2021/1008                                            CM-1-3-96-7 
 
 
Date: 16 April 2021 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: 19 April 2021 
 
 
Aide Memoire: Meeting with the CFI Board Chairs 

Purpose: 

On 19 April 2021 you are meeting with the Board Chairs of the four largest Crown 
Financial Institutions (CFIs) to discuss the development of the CFI Responsible 
Investment Framework. The Minister for ACC is also attending this meeting, so you 
may wish to send this aide memoire to her. 

The second progress update on this initiative (T2021/749 refers) has been provided 
alongside this aide memoire. The CFIs have also received the briefing, with the 
approach likely to form the basis of the discussion. 

The four CFI Board Chairs are (biographies in Appendix 1): 

• Ms Catherine Drayton – Guardians of New Zealand Superannuation (Guardians) 

• Dame Paula Rebstock – Accident Compensation Corporation (ACC) 

• Ms Anne Blackburn – Government Superannuation Fund Authority (GSFA) 

• Mr Edward Schuck – National Provident Fund (NPF) 

We understand the CFI Board Chairs intend to adopt a constructive and solution 
orientated approach to this meeting. They are generally supportive of the direction of 
travel that has been presented in the second progress update but are cautious that the 
Framework can be practically implemented. 

Treasury Advice: 

The key recommendation is to leverage the Carbon Neutral Government Programme, 
but use high level principles of ‘Measure’, ‘Reduce’ and ‘Influence’. Influence is 
highlighting the indirect nature of investments, this approach can point investment 
strategies away from carbon intensive industry and into climate solutions, as well as 
engaging directly with companies domestically and globally on long-term climate 
strategies.  
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Offsetting emissions in investment portfolios provides low real impact, transfers 
responsibility from the individual companies to the investor and creates market 
distortion and/or wealth transfer overseas. Should you agree with the Treasury 
recommended principles, we will work towards more specific decisions that set 
stretching objectives for the CFIs. 

One area where the CFIs do not have a consensus is on the measurement, and 
therefore reduction, of fossil fuel reserves. While we recommend keeping the 
discussion out of the detail, you may wish to be clear about your interest in reducing 
both emissions and reserves from portfolios, ie. divesting oil and gas producers. 

Approach to the Discussion: 

The Boards of the CFIs have welcomed clear expectations from Ministers, but they will 
want to ensure that any Framework can be practically implemented without 
undermining the core purpose of the investment funds. We think the meeting has the 
opportunity to be constructive if there is acceptance of the direction of travel we have 
indicated. 

You could set a solution-oriented tone by acknowledging the collaborative and 
constructive approach the CFIs have adopted in supporting the development of the 
Framework.  

You might then express that you expect the CFI’s sustainability goals should match the 
ambition of the Government and that this is the intention of Framework: to make this 
ambition clearer to the CFIs to remove any uncertainties they face. 

The key discussion points, and proactive questions, might be: 

• Measure – that consistency and leadership across the CFIs to measurement is 
important for the success of the Framework, including both emissions and 
reserves. 

o        Do the CFIs agree the importance of consistency for you as a stakeholder, 
and can they work together to develop a consistent, leadership approach 
on measurement? 

• Reduce – you understand that asset selection can deliver significant reductions 
with minimal impact up to a certain point, but diversified investment portfolios 
limits how far this can go. 

o        Highlight that you do expect the Framework will set stretching principles for 
reduction and would like this to be consistent across CFIs, but allow for 
different implementation approaches. 

• Influence – acknowledged that the indirect nature of investment portfolios 
creates challenges with offsetting and that harnessing the CFI’s ability to 
influence on positive climate outcomes is more appropriate. 
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o        How can the CFIs utilise their influence to drive positive climate solutions 
and company behaviour in NZ and globally? 

We consider this third line of enquiry is the true test of creating a balanced Framework 
that maintains the support of the CFI Boards. We would welcome an opportunity to 
discuss this approach with you at the Weekly Agency meeting on 19 April. Should you 
not agree with the approach set out then it may be better to postpone the meeting with 
the Board Chairs in favour of a discussion with the Treasury on how to move the 
Framework forwards. 

We have included some reactive Q&A for you to use in the meeting: 

Potential questions raised by the CFI Board Chairs: 

Q: How do you propose to capture the CFIs in this framework? How will this be made 
mandatory? 

A: I expect that the constructive engagement will continue to a point where the CFIs 
are comfortable with voluntarily signing up to the Framework. However, addressing 
climate change is a priority for this Government, so I am prepared to explore the 
options for enforcing the Framework should it not progress to that state. 

Minister question: Do you anticipate that the current direction of travel would 
give you comfort to sign up to this Framework without legislative change or 
Ministerial directions? 

Q: Do you agree that offsetting in investment portfolios is infeasible? 

A: I accept the challenges you face with moving to net zero by 2025. However, I expect 
the Framework will establish an appropriate leadership position on climate change that 
is feasible. 

Q: NPF - Our mandate is less explicit on promoting responsible investment, with a 
fiduciary duty around profit maximisation, so this Framework may push up against our 
obligations? 

A: I would be interested to understand further the challenge this presents to addressing 
climate risks in your portfolio and whether you would be concerned should your 
obligations change due to the expectations being set by the programme? 

 
 
 
 
 
Michael Eyre, Senior Analyst, Financial Institutions, 
Joseph Sant, Manager, Financial Institutions, 

s9(2)(k)
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Appendix 1 - Biographies: 
 
Catherine Drayton – Guardians of New Zealand Superannuation  

Ms Drayton was appointed to the Board on 1 
November 2018, and appointed Chair on 1 April 
2021. She is a professional company director. Her 
governance roles include Chair of Christchurch 
International Airport and director of Southern Cross 
Medical Care Society and Southern Cross Hospitals. 
Former directorships include Beca Group, Ngai Tahu 
Holdings, technology company PowerbyProxi (which 
was acquired by Apple) and Meridian Energy.  

 
Ms Drayton is based in Canterbury. In her earlier executive life she was partner in 
charge of audit and advisory services for PricewaterhouseCoopers in Central/Eastern 
Europe, with her speciality being mergers & acquisitions. 
 
Dame Paula Rebstock, DNZM – Accident Compensation Corporation 
 

Dame Paula was appointed to the Board in September 2012 
and is an Auckland-based economist and company director, 
who was made a Dame Companion of the New Zealand 
Order of Merit in 2015. 

She has a BSc (Bachelor of Science, Economics) from the 
University of Oregon, and a Diploma and a Master of Science 
(Economics) from the London School of Economics. 

Dame Paula is also Chair of the Ngāti Whātua Ōrākei Whai 
Maia, NZ Defence Governance Board, Auckland District 
Health Board’s Finance, Risk and Assurance Committee and 
the National Hauora Coalition. 

She's also a member of the Auckland District Health Board’s Human Resource 
Committee, Vector Energy Board, Auckland Transport Board and the SeaLink Board. 
 
Anne Blackburn – Government Superannuation Fund Authority 

Ms Blackburn was appointed as a Board member in July 
2018 and as Chair from 1 July 2019. Ms Blackburn has a 
background in banking, governance and strategic advice 
and is currently a director of TSB Bank, Fisher Funds 
Management Limited, Ponga Silva Limited and Annuitas 
Management Limited. Ms Blackburn is also a director and 
Chair of Resolution Life NZ Limited. 
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Edward Schuck – National Provident Fund 
 
Mr Schuck was appointed as a Board member in 2015 and 
Chair in 2017. Mr Schuck is principal of Fidato Advisory, a 
provider of investment consulting and research services to 
institutional investors, Crown agencies and wealth 
management businesses. Prior to starting Fidato in 2009, he 
held leadership roles in the financial services industry in New 
Zealand and the United Kingdom, most recently as Managing 
Director of Russell Investments.  
 
He is also a director of Annuitas Management Limited, MFL 
Mutual Fund Limited, Superannuation Investments Limited, 
Continuity Capital PE2 GP Limited and Continuity Capital PE4 
GP Limited. Ed promotes private investment in New Zealand 
by working actively with the Property Council of New Zealand 

and the New Zealand Private Equity and Venture Capital Association. 
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Treasury Report:  Crown Financial Institutions Responsible Investment 
Framework: Update Report Three 

Date:   22 July 2021   Report No: T2021/1214 

File Number: CM-3-6-4-6 

Action sought 
  Action sought  Deadline  

Minister of Finance  
(Hon Grant Robertson) 
 

Agree that the CFIs’ proposed commitments to 
the Framework are reasonable 

Agree to official’s preferred implementation 
option for the Framework 

28 July 2021 

 

 

Minister for ACC  
Hon Carmel Sepuloni) 
 

Agree that the CFIs’ proposed commitments to 
the Framework are reasonable 

Agree to official’s preferred implementation 
option for the Framework 

28 July 2021 

 

Contact for telephone discussion (if required) 
Name Position Telephone 1st Contact 

Michael Eyre Senior Analyst, 
Financial Institutions 

 

Joseph Sant Manager, Financial 
Institutions 

 

Minister’s Office actions (if required) 
Return the signed report to Treasury. 
 

 

Note any 
feedback on 
the quality 

 

 
Enclosure: No 
 

s9(2)(g)(ii), s9(2)(k)
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Treasury Report: Crown Financial Institutions Responsible Investment 
Framework: Update Report Three 

Executive Summary 

This is the third progress update for the development of a Crown Financial Institution (CFI) 
Responsible Investment Framework (the Framework). Your previous decisions have enabled 
constructive engagement between the CFIs and officials on the development of the 
Framework, and how the CFIs will respond to it.  

Our approach has been to be ambitious within what is implementable now, and ensure 
progress can be tracked relative to overarching policy and best practice standards. This 
briefing seeks your level of comfort with the CFIs’ proposed response to the Framework’s 
Measure, Reduce and Influence elements and on the implementation approach. We will 
progress the design and delivery of the final Framework over the next month, with the next 
update in late August. 

The CFI response provides a robust first iteration in response to the Framework… 

The CFIs propose a minimum listed equities carbon intensity reduction target of 50% by 
2025. This represents a ‘benchmark’ reduction that will align all the CFIs with best practice 
standards and the Paris Agreement/Zero Carbon Act obligations. Individual commitments 
can go beyond this minimum setting but it forms a logical base from which higher interim 
targets can be set to 2030 and beyond. This provides assurance on the CFIs’ journey to a 
net zero 2050 objective. 

The joint response represents a significant aggregate step up in ambition to increase 
transparency, reduce carbon intensity and take a leadership position through engagement 
with New Zealand and global companies to encourage them to accelerate activities towards 
the 2050 net zero ambition: 

• The Government Superannuation Fund Authority (GSFA) and the National Provident 
Fund (NPF) require the biggest step-up in ambition to reach the 50% reduction target,  

• The Accident Compensation Corporation (ACC) has already made significant progress 
towards this target since adopting its climate strategy in 2020. Its Board has recently 
agreed to increase the reduction target to at least 60% by 2025, and 65% by 2030.  

• The New Zealand Superannuation Fund (NZSF) implemented a climate change 
strategy in 2016, which means it has already met this target. It will maintain its position 
as a strong signal of ambition to other investors.1 

…and aims for consistency, but more work will need to be done as standards develop 
over time 

The Framework will be principles-based and therefore flexible enough to allow the CFI 
response to evolve over time. We have worked with the CFIs to encourage consistent 
implementation but there is a difference in the measure leg of the Framework, reflecting the 
CFIs’ different views on whether to incorporate fossil fuels based on ownership of reserves 
(potential emissions) or sale of product (scope 3 emissions).  

 
1   NZSF’s current target is a 40% whole-of-portfolio emissions intensity reduction by 2025. On a consistent 

measurement basis with the other CFIs, the NZSF has already achieved an 82% reduction in listed 
equities carbon emissions intensity. 
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While it is clear that measurement standards will evolve to provide more guidance, there are 
currently barriers to settling on a consistent approach, including data inconsistencies and the 
pace of development of this Framework.  

We are comfortable with having two different measurement standards at this stage, given 
both capture a greater range of carbon emissions, including reducing exposure to fossil fuels. 
We will continue to work with the CFIs with the expectation that a consistent measurement 
approach will be established in the next public commitment, expected prior to 2025. 

The Influence element reflects global best practice strategies, driving engagement with 
NZ listed companies to seek assurance that they are aligning with the Paris Agreement and 
Zero Carbon Act objectives; and also committing to more actively seeking positive 
investment opportunities to support the transition to a lower carbon economy.  

Agreement that the CFI response is appropriate could simplify how the Framework is 
issued 

Directions to entities with a variety of entity forms and legislative change are both complex 
and imperfect. At this stage we do not believe it is appropriate or necessary to use formal 
mechanisms to enforce the CFIs to implement the Framework.  

The collaborative engagement approach has generated strong assurance on the adoption of 
the Framework and this is further supported by public transparency and scrutiny to deliver on 
commitments. Therefore, our preferred implementation approach is via communicating 
expectations to the Boards (such as through a standalone letter of expectations), including 
for how the CFIs will report on their progress.  

We seek your feedback ahead of our final engagements with the CFI Boards (starting 29 
July), to confirm the Boards’ willingness to voluntarily adopt the Framework. We have also 
asked whether you wish to have another meeting with Board Chairs prior to the public 
issuance of the Framework.  
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Recommended Action 

We recommend that you: 
 
a note that Treasury has utilised an engagement approach with the CFIs to develop a 

Framework that elicits climate change strategies that are both implementable and align 
with overarching policy expectations and global best-practice 

b note that officials are comfortable with the first iteration of the CFI proposed response 
to the Framework. This will evolve over time, in-line with best practice standards, to 
track progress towards a net zero carbon emissions investment portfolio by 2050 

c note that Treasury will use your feedback on this progress update, subject to legal 
privilege, to engage with the CFI Boards, starting on 29 July 2021 

d provide feedback on whether the CFI proposed response aligns with your expectations 
for the Framework. Specific areas we would be interested are below: 

• Measure:  
- the CFIs are not entirely measuring emissions consistently, reflecting 

different investment strategies and views on best practice standards, 
- however, the CFIs have committed to strive for consistency in the next 

iteration, prior to 2025, in line with the evolution of standards. 

• Reduce: 
- the 50% carbon emissions intensity reduction target by 2025 represents 

alignment with best practice, and which assures the pathway to net zero 
carbon emissions by 2050 

- Individual CFIs will use the Framework to make (or maintain) a public 
commitment beyond the minimum reduction standard to enforce the 
leadership position of the Funds.  

• Influence: 
- the CFIs will take a proactive role by engaging with companies, directly or 

indirectly, to influence them towards the net zero carbon emissions 2050 
objective, and  

- the CFIs will commit to actively seeking positive investing opportunities that 
support a transition to a low carbon economy and are consistent with their 
mandates. 

 
Agree/disagree. Agree/disagree.  
Minister of Finance Minister for ACC 

 
e note that the collaborative engagement with CFIs has provided assurance over the 

adoption of the Framework should this be implemented through setting expectations 
f note your comfort levels with the CFIs’ proposed commitments may impact on your 

choice of how to implement the Framework. This includes whether to pursue a direction 
or legislative change, but officials do not think these options are appropriate at this time 

g agree to implement the Framework via communicating expectations to the Boards for 
compliance with the principles of the Framework and transparent reporting. 

 
Agree/disagree. Agree/disagree.  
Minister of Finance Minister for ACC 
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h agree to the meet with the CFI Board Chairs in September, prior to publishing the 
Framework, to reaffirm your expectations and gain assurance on the CFIs’ 
commitment.  

 
Agree/disagree.  Agree/disagree.  
Minister of Finance Minister for ACC 

 
i note that we recommend a Cabinet process to agree the final Framework, due to likely 

interest from your colleagues and to give effect to the Labour Party election manifesto 
pledge. 

j agree that Treasury should provide a draft Cabinet paper in August alongside the draft 
Framework. 

 
Agree/disagree. Agree/disagree.  
Minister of Finance Minister for ACC 

 
 
 
 
 
Joseph Sant 
Manager, Financial Institutions 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
 
Hon Carmel Sepuloni 
Minister for ACC 
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Treasury Report: Crown Financial Institutions Responsible Investment 
Framework: Update Report Three 

Purpose of Report 

1. This is the third update report on the development of a Crown Financial Institution (CFI) 
Responsible Investment Framework (the Framework). We provide a summary of the 
key Framework decisions and principles agreed in the previous two updates 
(T2021/251 and T2021/749 refer). 

2. The purpose of this briefing is to ensure that the CFIs’ proposed response to the 
Framework is aligned with your expectations, that targets are to be stretching but 
implementable, and can set markers for future progress. 

3. It provides officials’ advice on the appropriateness of the CFIs’ proposed response and 
legal advice on the options to implement the Framework.  

4. This briefing is a final check on the direction of the Framework before we move to 
provide you with a draft Framework in August. It seeks your feedback by 28 July, prior 
to Treasury discussions with the CFI Boards in the following week.  

5. We also ask whether you would like another meeting with CFI Board Chairs prior to 
publication of the Framework. This would be scheduled for late August at the earliest. 

Background - Key Framework Decisions So Far 

6. The key decisions, feedback and principles that have helped shaped the direction of 
travel for the Framework and the resulting CFIs’ draft proposal include that: 

• the Framework is being developed with a principles-based approach, which 
points to, and clarifies expectations for CFIs from existing Government policy. 

• the first iteration of the Framework is to be focused on the transparent setting of 
the Government’s expectations for climate change, but could evolve to other 
Environmental, Social or Governance (ESG) objectives over time. 

• the first iteration of the Framework would signal that each CFI must invest its 
portfolio to align with the objectives of the Paris Agreement and the Zero Carbon 
Act, in a manner consistent with global best practice; including to: 
- achieve net zero carbon emissions intensity by 2050, and 
- provide assurance on the pathway to achieve this, by establishing interim 

portfolio emission reduction targets that align with the overall net zero 
objective 

• the Framework will require that CFIs adopt a measure, reduce, influence 
approach to address the emissions reduction objective: 

• measure to ensure transparent reporting of emissions intensity of investment 
portfolios 

• reduce emissions intensity to the degree possible without undermining Board 
statutory obligations and investment missions 

• influence through engagement, asset selection and positive investment in 
opportunities that support the transition to a low carbon economy. 

• offsetting the remaining carbon within CFI investment portfolios emissions does 
not represent best practice. To achieve the overall net zero emissions goal, the 
CFIs are reliant on the underlying investee companies also achieving this goal. 
Offsetting would distort the carbon market and the incentives for individual 
companies to reduce emissions. The costs to the CFIs would be prohibitive or 
see a wealth transfer overseas.  
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How Do We See The Framework Working In Practice? 

7. Our expectation of the externally facing process for delivering the Framework would be: 

• Your role is to establish the principles-based Framework which provides the CFIs 
with the Government expectations for adoption of climate change strategies (the 
delivery options explored later in this paper). It would not set out the underlying 
investment strategies; these are the responsibility of the CFI Boards. 

• This design will ensure the Framework is more enduring and is pitched at the 
right level to set the objective. The principles should be relatively stable while the 
underlying CFI strategies will evolve in line with emerging best practice trends.  

• This puts the onus on the CFIs to respond to the Framework in a manner that 
meets your expectations. We expect this would be a joint statement that, prior to 
being issued, could be used to engage with the Board Chairs to discuss and 
challenge the commitments. We expect each joint statement to set a minimum 
target date for when it would be refreshed in the future. 

Our approach in developing the framework has been to be ambitious within what is 
implementable now and ensure progress can be tracked  

8. In progressing this project, significant effort has already been undertaken by the CFIs 
and officials to draw out what we believe is both ambitious and implementable to 
address the key Framework design decisions. We have not provided the detailed 
analysis of this work but present the CFIs’ summary proposal on the shared 
commitments to action the Framework.  

9. We are seeking your comfort level on what has been proposed, to mitigate the risk that 
the formal CFI response does not meet your expectations. Relevant context to the 
CFIs’ commitment includes:  

• The CFIs have strived for consistency in presenting this joint commitment. In the 
measure element this is not entirely possible without significantly affecting 
investment strategies; nor has a global best practice standard been established 
to guide this consistency. The CFIs have set expectations to gain consistency 
along with evolution of measurement standards, by 2025. We are comfortable 
that there will be transparency of carbon emission intensity that enables public 
scrutiny. 

• The CFIs commit to draw on global best practice across the Measure, Reduce 
and Influence elements, to ensure New Zealand’s CFIs are in their peer group of 
world leading investment funds, and will remain aligned to this as best practice 
evolves. 

• It sets a minimum target for carbon emission intensity reductions to remain 
consistent with global best practice and the pathway required to achieve net zero 
carbon emissions intensity by 2050, but the CFIs can still adopt more aggressive 
reductions relative to this baseline: 
- the GSFA and NPF have committed to aim for the 50% listed equities 

carbon emission intensity reduction target, and 
- the NZSF will continue with its more ambitious whole-of-portfolio carbon 

emissions intensity reduction target of 40% - currently a 62% reduction in 
listed equities, and 

- the ACC Board recently agreed to adopt a listed equities carbon emissions 
intensity reduction target of at least 60% by 2025, and 65% by 2030. 

• The CFIs’ summary response is below. The current reductions and the gap to 
achieve these commitments are set out in paragraph 10. Justification for the 
reduction target aligning with the minimum expectations to achieve the Paris 
agreement and net zero objective follows from paragraph 12. 
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How CFIs will respond to the Framework 

CFI Proposed Responsible Investment Framework Responses 
 
Measure and Reduce: 

i. agree that the CFIs will target net zero investment portfolios by 2050; 

ii. commit to aligning with a preferred global net zero 2050 framework for investors before the end 
of the current financial year; 

iii. set interim carbon intensity* reduction targets for 2025 and commit to reviewing these on a 5 
yearly basis thereafter.  

iv.  aim to meet the following 2025 carbon intensity reduction targets, without unduly 
compromising investment performance: 

a. for ACC, a 50% reduction in carbon intensity for its listed equity portfolio compared to its 
equity portfolio as at 30 June 2019. Listed equities comprise 40% of ACC’s total 
portfolio. 

b. for NZSF, a 50% reduction in carbon intensity for its listed equity portfolio and 40% of its 
portfolio as a whole, compared to the MSCI ACWI**, as at 30 June 2019. Listed equities 
comprise 70% of NZSF’s total portfolio. 

c. for GSF/NPF a 50% reduction in carbon intensity for its listed equity portfolio compared 
to the MSCI ACWI**, as at 30 June 2019. Listed equities comprise 60% of GSF’s total 
portfolio and 43% of NPF’s. 

v.  agree to keep up to date with developments in scope 3*** data quality and reporting standards, 
with a view to: 

a. ensuring CFI measurement and reporting approach is in line with evolving global best 
practice (including scope 3 if appropriate and feasible); and 

b. enhancing consistency in reporting between CFIs (to the extent possible given their 
different mandates and approaches). 

vi. report in accordance with TCFD framework from 2021/22. 

Influence: 
vii.  use shareholder rights to influence companies, globally and in NZ, through engagement (either 

collaboratively, directly or via their investment managers) and through voting activities. 

viii.  use their influence to encourage their respective investment managers, where appropriate, to 
engage with investee companies on their responses to climate change risks and for their 
managers to invest themselves in low carbon solutions.  

ix.  actively seek and consider investments in climate-related solutions where this is consistent 
with their respective investment mandates.  

x.  contribute to multi-stakeholder initiatives that may: 
a. seek to overcome barriers to investment in low carbon solutions  
b. design market mechanisms to support investment in low carbon solutions. 

xi. report on their ‘Influence’ progress. 

* Carbon intensity allocates emissions to the equity holders. Sufficiently quality data is only currently available across the CFIs’ listed 
equities, not unlisted equities or other asset classes. Over time the coverage will be increased as data quality improves. 

** MSCI ACWI = All Country World Equity Index. This is used to represent the NZSF listed equity portfolio in 2019 on a consistent 
basis to the other CFIs, i.e. normalised to account for the fact that the NZSF had already implemented its climate strategy in 2019.  

*** Scope 3 represents indirect emissions that occur in a company’s value chain, including from the use of sold fossil fuels products. 
As discussed in previous briefings, data challenges exist in measuring Scope 3 emissions, which limits consistency across the CFIs. 
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Transparent measurement is the first incentive on the CFIs, due to public scrutiny, but 
the commitment represents a significant increase in ambition across the CFI system 

10. The current CFI listed equity carbon intensity reductions relative to the proposed 2019 
baselines are shown in Table 1. These are compared against the proposed minimum 
50% reduction target, but also against the higher targets set by NZSF and ACC.  

Table 1: CFI Listed Equities Carbon Intensity 
CFI Portfolio Carbon Intensity – Listed Equities 

(tCO2e per US$m Sales) 
  NZSF ACC GSFA NPF 

Baseline Measurement Approach Scope 1 + 2  Scope 1, 2 & 3 
(fossil fuel)  

Scope 1, 2 & 3 
(fossil fuel)  

Scope 1, 2 & 3 
(fossil fuel)  

Baseline Portfolio/Year Index/2019 Actual/2019 Index 2019 Index/2019 

          

CFI Current Listed Equities Carbon Intensity* 89 312 393 369 

Baseline Listed Equities Carbon Intensity 231 560 490 490 

CFI Current Reduction vs Proposed Baselines -62% -44% -20% -25% 

          
Proposed CFI RI Framework Minimum Target (by 2025) -50% 

          
CFI Committed Targets (by 2025) -62%** -60% -50% -50% 

Current Gap to Committed Reduction Targets 0% 16% 30% 25% 
*ACC/GSFA/NPF = June 2021, NZSF = June 2020 

** NZSF currently has a whole-of-portfolio reduction target of 40% by 2025 which it has achieved. In 2020, this led 
to a 62% reduction in listed equities emissions intensity under the scope 1 & 2 measurement approach – rather 
than this being an explicit 62% reduction target. NZSF has reduced exposure to fossil fuel reserves in its equity 
portfolio by 100%. 

 

11. The table above highlights: 

• the meaningful step-up in ambition the GSFA and NPF will commit to, to reach 
the 50% reduction target by 2025, albeit significant progress has been made over 
the last 12 months 

• the meaningful progress ACC has made towards reaching this target since 
launching its climate change strategy 2020, as well as the more ambitious target 
it has now committed to, and 

• the leadership position the NZSF has taken since launching its climate change 
strategy in 2016, having already reached this target and adopting a more 
ambitious whole of portfolio approach. 

12. We are comfortable that the minimum 50% reduction target committed to by 2025 
aligns with the pathway required to achieve a net zero 2050 objective. It is driven by 
the Intergovernmental Panel on Climate Change (IPCC) research, aligns to global best 
practice for investment portfolios and goes beyond normal interim net zero 2050 
targets. 

13. This reduction target will move higher at the subsequent 5-yearly commitments as they 
are refreshed (2030 target set by 2025, and 2035 target set by 2030 etc). This is in line 
with the IPCC pathway to limit global warming to 1.5°C, as shown in the graph below. 
Transparency and public scrutiny relative to global best practice will ensure the CFIs 
take a global leadership position as targets are refreshed. 
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        Source: Guardians of New Zealand Superannuation 

14. While the measure and reduce elements of the Framework represents a significant 
step-up in ambition and alignment with the Zero Carbon Act objectives, the indirect 
nature of the portfolio investments make the CFIs reliant on the underlying investee 
companies reducing their emissions to ultimately achieve the 2050 goal.  

The proposed engagement strategy targets a proactive approach to influencing the 
underlying companies towards the net zero 2050 objective 

15. The purpose of engagement includes encouraging investee companies’ own climate 
objectives to align with the Paris Agreement and the Zero Carbon Act. This is crucial 
for each CFI to achieve its own 2050 net zero goals. 

16. We believe the commitment to engagement is meaningful. In New Zealand the CFIs 
represent a large pool of institutional capital that assumes a leadership position in the 
market. A coordinated engagement strategy will add weight to the societal pressure on 
companies to act, and the CFIs’ own measure and reduce strategies evidences these 
organisations ‘walking the talk’. 

17. The engagement activity of the CFIs would have four elements targeting direct 
engagement with NZX50 companies, private/direct assets and external managers as 
well as supporting global collaborative engagements. An example of a draft 
engagement plan with NZX50 companies is included in Appendix 1.  

18. If engagement is not eliciting the desired response, the CFIs may escalate engagement 
efforts by exercising voting rights or initiating/supporting shareholder proposals to 
address gaps in a company’s approach to climate risk and the energy transition. 

19. For global engagements, the CFIs propose joining the Climate Action 100+ which is an 
investor-led initiative, representing ~US$54 trillion in assets, to urge the world’s largest 
corporate greenhouse gas emitters to take necessary action on climate change. The 
NZSF is already a signatory to this initiative.  

Positive Investing in Climate-related Solutions 

20. Positive investing is most impactful in direct investments, where new capital is being 
provided to the solution – ie. the impact is additional to the existing low carbon 
infrastructure. For example, this could be an investment in new technology to support 
clean energy, rather than investing in an already existing windfarm. While both meet 
the criteria for a transition to a low carbon economy, we will be monitoring CFI reporting 
to understand the additionality of positive investment approaches.  
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21. The ability to implement a positive investment strategy lends itself most closely to the 
investment approaches of the NZSF and ACC, which have internal direct investment 
strategies. This is an area where a confluence of interests can present between 
prudent, commercial investment opportunities and political ambition. The Framework 
can continue to encourage positive impact investing and signal the availability of 
investment capital to meet a market of developing opportunities. 

22. The Guardians and ACC have committed to stepping up the ambition for positive 
investing: 

• The Guardians’ Board has recently approved a revised RI strategy and is 
updating its Positive Investment Plan. This has a focus on breaking down the 
barriers to making more positive investments and includes developing impact 
measures, increasing allocation, influencing, collaboration and reporting. 

• ACC has recently agreed to establish a dedicated Climate Change Impact Fund. 
It expects to initially allocate $50 million to this strategy, which could be scaled up 
to $100 million if opportunities present.  

23. While the CFIs will actively seek investible opportunities, they do not typically have the 
overhead or skillset to invest in subscale opportunities or develop the market to ensure 
an effective pipeline. This is where the importance of market development strategies 
for immature markets will need to work in combination, to ensure the CFI commitments 
can gain scale.  

24. 

We expect there will be a fertile capital market for opportunities, including the CFI 
investment funds, providing the commerciality and scale of projects meets the 
requirement of institutional investors. ACC’s Climate Change Impact Fund could be 
viewed as a testing ground and is small scale relative to the overall fund size 
(maximum 0.2% of assets under management) but this could grow if the investible 
market enables scalable opportunities that meets the Fund’s desire for long-term, 
stable returns. 

Implementation Options for the RI Framework 

25. You have set an expectation that this Framework should provide certainty that the CFIs 
will adopt it (T2021/251 refers).There are a range of options to ensure this is the case, 
with trade-offs between ease of implementation and the strength of enforcement. 

26. 

27. We continue to recommend the Framework operates at the expectations level, with an 
escalation pathway should compliance not be achieved. We believe the iterative, 
collaborative design process we have been facilitating has resulted in a draft CFI 
proposal that meets your objectives for the Framework and also enables Boards to 
implement it without changing legislative obligations. You can reserve the right to 
escalate to legislative change should this collaborative approach stall in the future. 

s9(2)(j)

s9(2)(h)
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Next Steps 

32. We are seeking your feedback on the CFIs’ proposed approach to the Framework; as 
well as on our recommendation that you seek to implement the Framework using your 
relationship capital, rather than legislative levers.  

33. We seek feedback by 28 July prior to Treasury discussions with the CFI Boards, 
starting in the following week. The intention of these meetings is to seek the Board’s 
comfort levels on the direction of travel of the Framework and to gauge its appetite for 
voluntarily agreeing to adopt it. 

34. We also ask whether you would like another CFI Board Chair engagement prior to 
publication of the Framework. This would be scheduled for late August at the earliest. 

35. If you are supportive of our advice, and the CFI Boards also express comfort, we will 
develop the principles that will set the direction for the CFI response. These will be 
summary statements for what the RI Framework is aiming to achieve as well as a set of 
principles to give effect to the key decisions you have already made, consistent with 
the Measure, Reduce, Influence activities as discussed in this paper.  

36. We expect to deliver the next report to you in late August seeking your agreement on 
the final Framework design and implementation approach.  

37. We recommend that the final Framework and implementation approach is agreed by 
Cabinet, as it gives effect to the Labour Party election manifesto pledge. Should you 
agree, we will also provide a draft Cabinet paper in late August alongside this draft 
Framework. 

38. A summary of the upcoming key milestones is set out below: 
Dates  Milestones
Consultation:
By 28 July Receive Ministers’ feedback 
29 July – 5 August  Treasury meets with CFI Boards to elicit assurance and 

convey any of your feedback 
Implementation:  
August Develop final Framework principles 
Late August Deliver briefing/Cabinet paper to Minister of Finance on 

Framework 
Early September* Minister of Finance meets with CFI Board Chairs and 

Cabinet consultation begins
October* Framework published 

* To Be Confirmed 
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Treasury:4493046v1   

Treasury Report:  Crown Financial Institutions Responsible Investment 
Framework: Addendum to Update Report Three 

Date:   30 July 2021 Report No: T2021/1916 

File Number: CM-3-6-4-6 

Action sought 

  Action sought  Deadline  

Minister of Finance  
(Hon Grant Robertson) 
 
 
 

Review the additional context in this briefing, which 
responds to your feedback on the CFI Responsible 
Investment Framework progress update 

Provide any further comment ahead of meeting with 
three CFI Boards  

4 August 2021 

Minister for ACC  
(Hon Carmel Sepuloni) 
 
 

Review the additional context in this briefing, which 
responds to your feedback on the CFI Responsible 
Investment Framework progress update 

Provide any further comment ahead of meeting with 
three CFI Boards 

4 August 2021 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Michael Eyre Senior Analyst, 
Financial Institutions 

 

Joseph Sant Manager, Financial 
Institutions 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 

s9(2)(g)(ii), s9(2)(k)
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Treasury Report:  Crown Financial Institutions Responsible Investment 
Framework: Addendum to Update Report Three 

Executive Summary 

This report provides additional context on the development of the Crown Financial Institution 
(CFI) Responsible Investment Framework (the Framework) in response to feedback you 
provided on the third progress update [T2021/1214 refers]. 

CFIs are continuing discussions to bridge the difference in measurement standards 

We agree with your feedback that consistency of measurement will increase transparency. 
Consistency has been achieved in a number of areas with the remaining issue being on 
whether to incorporate fossil fuels based on ownership of reserves (potential emissions) or 
sale of product (scope 3 emissions).  

This centres on a philosophical point of difference between the two largest CFIs, which we 
believe will be resolved in time. However, your feedback has been useful to redouble efforts 
on resolving this difference. The Accident Compensation Corporation (ACC) Board has 
committed to try to reach a compromise which may accelerate a solution faster than 
expected. We will seek similar commitments from the other CFI Boards when we discuss this 
with them on 5 August. 

The CFIs have committed to providing consistent data on both measurement approaches in 
any case. This does allow for comparison across the CFIs, albeit will require closer scrutiny 
and more complex communications. This could be managed in press releases, which can 
also be used to highlight the challenge to the CFIs to reach consistency and comment on the 
dispersed industry standards which are a barrier to generating a common agenda. 

Advice in the progress update gives best effect to Minister and Boards roles and 
responsibilities 

You provided feedback on the level of ambition of CFI commitments to carbon intensity 
reduction and the level of certainty that CFIs will comply with the Framework. We continue to 
advise that a principles-based Framework will achieve the desired objective and is the best fit 
with Minister and Board roles and responsibilities. 

Should the Framework evolve to being more directive, this could undermine Board 
accountability on fiscal performance. A more directive role would come about either by 
implementing via legislation or setting expectations at a more granular level than principles.  

Consistency with the Crown Entity model would be for Ministers to set the mandate and any 
additional or complimentary objectives for the Board, and the Board would then find the most 
cost-effective way to simultaneously achieve these goals. In this case, we are confident that 
public scrutiny will be heightened and the Board will take its responsibility seriously. Options 
to legislate remain should this not be the case. 

The Ministry for the Environment is supportive of the Framework 

The Ministry for the Environment (MfE) has confirmed that the first iteration of the CFIs’ 
proposed commitments is fit for use and a good first step. MfE considers that ACC and the 
New Zealand Superannuation Fund (NZSF) commitments represent a leadership position 
and the targets they have independently set are ambitious. With regards to the minimum 
Framework target, they acknowledge it is difficult to determine the level of ambition without 
further analysis and knowledge of CFIs’ baseline. MfE’s statement to the Treasury has been 
included as an appendix to this briefing. 
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Recommended Action 

We recommend that you: 
 
a note that Treasury met with the Board of the Accident Compensation Corporation on 

29 July 2021 and the Board agreed that consistency of measurement and ease of 
interpretation are important. The Crown Financial Institutions (CFIs) are continuing 
discussions to resolve philosophical differences on measurement standards 

 
b note that consistency in reporting can still be achieved by requiring CFIs to publish on 

both proposed measurement approaches, enabling comparison albeit more complex 
communications 

 
c 

 
d note that we have linked the reduction pathway (to 2025 and beyond) to guidance 

consistent with the Paris Agreement but there is not a perfect standard to set minimum 
expectations  

 
e note that the Ministry for the Environment considers the overall intention of the 

Framework and CFIs’ proposed commitments to be fit for use and a good first step 
 
f invite the Minister to provide any further comment prior to 5 August 2021, when 

Treasury is meeting with the Boards of the Guardians of New Zealand Superannuation, 
Government Superannuation Fund Authority and National Provident Fund, and 

 
g agree to meet with officials to discuss the CFIs’ proposed response and the next steps 

for development of the Framework after 5 August 2021. 
 

 Agree/disagree. 
 
 
 
 
 
 
Joseph Sant 
Manager, Financial Institutions 
 
 
 
 
 
 
Hon Grant Robertson  Hon Carmel Sepuloni 
Minister of Finance  Minister for ACC 
 
 
 

s9(2)(h)
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Treasury Report:  Crown Financial Institutions Responsible Investment 
Framework: Addendum to Update Report Three 

Purpose of Report 

1. You provided feedback on the Crown Financial Institution (CFI) Responsible 
Investment Framework (the Framework) progress update number three [T2021/1214 
refers]. This briefing provided summary context in favour of brevity and we can now 
expand on your specific concerns relating to: 

• Consistency of measurement of carbon intensity and reserves across all CFIs 

• Assurance that the CFIs’ commitments to reduce carbon intensity are consistent 
with the Paris Agreement 

• Clarity on how the Framework would achieve carbon reductions in the 2030-2050 
period, and 

• Certainty of issuing the Framework to ensure compliance. 

2. We have already met with the ACC Board, but are yet to meet with the Guardians of 
New Zealand Superannuation (the Guardians), Government Superannuation Fund 
Authority (GSFA) and National Provident Fund (NPF) Boards. We now seek your 
feedback on whether the additional context in this briefing creates assurance on the 
CFIs’ proposal, ahead of the remaining three Board meetings we have on 5 August. 

3. We discuss the decision to favour pragmatism over absolute consistency for the 
Measure and Reduce elements of the Framework. We also discuss the benefits and 
drawbacks for embedding the Framework within legislation. 

4. To support the clarity of how the Framework will enable transparency of the pathway to 
2050 we have included a more descriptive section on how the Framework would be 
used in practice.  

Analysis 

Inconsistent industry standards leads to inconsistency of measurement 

5. Consistency of measurement has been a significant area of focus from officials and the 
CFIs throughout the development of the Framework. Progress has been made in 
getting closer alignment on different aspects of measurement, including the coverage 
of listed equities, inclusion of derivatives, the carbon intensity approach and a 2019 
base year.  

6. However, there is a philosophical difference in agreeing whether to incorporate fossil 
fuels based on ownership of reserves (potential emissions) or sale of product (scope 3 
emissions). Both of these approaches can find support from best practice standards. 
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7. Officials believe that, over time, including scope 3 emissions where these are available 
and credible will emerge as the best-practice approach1 and CFI consistency could be 
achieved on this basis. However, the philosophical difference between agencies stems 
partly from the embedded strategies at the NZSF and ACC.  

8. Further, NZSF management is concerned that moving to the scope 3 emissions 
approach at this point would result in it reporting significantly greater existing 
reductions which could lead to accusations of “green washing”.2 

9. Discussions with NZSF management indicate they believe scope 3 emissions data and 
best practice standards will not develop at a pace where this is resolvable within a 
year, but evolution of standards is expected by the time the next response from CFIs 
would be due (pre-2025). 

10. Your feedback has been useful to prioritise bridging the gap to consistent 
measurement now. Discussions with the ACC Board on 29 July 2021 resulted in a 
commitment to escalate discussions with the NZSF to seek a faster resolution to the 
consistency issue. We will also discuss this issue with the other CFI Boards on 5 
August to encourage them to step up to the consistency challenge.  

Consistency may not be perfect but transparency is enabled in the current proposal 

11. The principle-based framework is intended to set out the Government’s position and 
gain assurance on delivering carbon neutral portfolios by 2050. However, we consider 
it crucial that the Framework enables flexibility in the underlying CFI investment 
strategies to achieve this. 

12. A desire to issue the Framework in a timely manner led us to a pragmatic approach, 
but we also believe the current proposal does two things: 

• Enables transparency – the CFIs have committed to produce the data on both 
measurement approaches as per the table below (a full dataset is in Appendix 1).  

- The inconsistency in measurement standards can be acknowledged and 
managed in press releases, which can also be used to set the challenge to 
the CFIs to reach consistency as evolution of standards enables.  

- This also allows the Guardians to defend any accusation of green washing 
by noting the comparison to previously stated public communications, 
allowing for a transition to a new metric in the future. 

CFI Portfolio Carbon Intensity – Listed Equities 
(tCO2e per US$m Sales) 

  NZSF ACC GSFA NPF 
Change in Scope 1 & 2 Emissions Intensity -62% -28% -24% -35% 

Change in Total Attributed Emissions 
Intensity (Scope 1, 2 and 3ff) -82% -44% -21% -25% 

• Sets a first milestone from which all CFIs will be measured – regardless of the 
measurement approach used, it is the assurance towards the net 2050 objective 
that is most important, and both approaches allow for increasing commitments 
from 2025 to 2050 and for progress on this journey to be tracked. 

 
1  Existing global investor initiatives adopt this measurement standard: 

• UN Convened Net-Zero Asset Owners Alliance (https://www.unepfi.org/net-zero-alliance/) 
• Net Zero Asset Managers Initiative (www.netzeroassetmanagers.org) 

 
2  NZSF’s current scope 1&2 listed equity carbon intensity reduction is 62%, using scope 1,2&3(fossil fuels) it jumps to 

82%. This change in figure is not a result of any additional carbon reduction and would need careful communication. 
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The Framework design leverages the respective Minister and Board roles 

13. Transparency brings public scrutiny. Ministers’ role to set overarching climate policy 
and specific expectations for the Board creates the environment for the Board to work 
within. This then requires the Crown Entity to ensure it has the right capability, strategy 
and prioritisation to achieve the objective of the Paris Agreement and the Carbon Zero 
2050 domestic policies. This strategy would also need to deliver the existing fiduciary 
duties to deliver investment performance. 

14. This leads us to favouring a high-level, principled based Framework over being more 
explicit about directing the CFIs. Being too directive, either implementing via legislation 
or straying away from principles to more granular responsible investing expectations, 
could transfer responsibility from the Board to Ministers and undermine accountability 
for financial performance. The risk is that Boards can point to non-performance due to 
explicit decisions made by Ministers.  

15. Given the constructive engagement from the CFIs, we consider this risk is not 
necessary to take on as the objective can be achieved within the proposed settings. 

16. The method of publication of the Framework is a crucial feature of how we think a 
principles-based Framework can give effect to the Framework and set out how targets 
will be refined across the 2030-2050 period.  

17. We think the Framework could be issued via an open letter to the CFIs, which could be 
representative of a policy statement.3  

 

18. The benefit of including the preamble is to describe the overall objectives of the 
Framework, how it will operate, any high level context on the Government’s climate 
objectives, and the frequency for which CFIs are expected to update targets to enable 
transparent monitoring of progress to achieve the common climate-related goals. 

19. The Framework itself would contain several high level principles for each of the 
Measure, Reduce and Influence elements. The following list are simplified statements 
that we would expect to include as principles:  

• Maintaining a leadership position relative to the Paris Agreement net zero 2050 
goals  

 
3  For example, the Venture Capital Fund policy statement which can be found here: 

https://www.beehive.govt.nz/sites/default/files/2019-12/VCF%20Policy%20Statement.pdf 
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• Transparency of the pathway to achieve zero carbon investment portfolios  

• Consistency with global best practice frameworks to ensure transparent 
measurement of carbon intensity and exposure to fossil fuel producers 

• Evolution of measurement with best-practice standards  

• Adopting a leadership position to transition to low carbon solutions in New 
Zealand by influencing/engaging with New Zealand companies; and 

• Increasing positive investment that generates additionality to the transition to a 
low carbon economy. 

The Ministry for the Environment (MfE) has provided assurance on the Reduction 
pathway towards the Paris Agreement objectives 

20. The CFIs’ reduction pathway (to 2025 and beyond) is linked to guidance consistent 
with the Paris Agreement, but there is not yet a perfect standard for investment 
portfolios which minimum expectations can be set against.  

21. In the recently completed independent review of the GSFA, we asked global 
investment consultant Willis Towers Watson (WTW) to highlight global investor 
frameworks to use as reference points for best practice. WTW highlighted two 
frameworks that are either strategically aligned or strategically ahead of the Paris 
Agreement4:  

Global Investor Framework Paris Agreement 
Alignment

Interim 
Reductions Target

United Nations (UN) Convened Net-
Zero Asset Owners Alliance5 Strategically aligned 16% to 29% 

reduction by 2025 

Net Zero Asset Managers Initiative6 Strategically ahead  50% by 2030 

22. The CFI’s proposed commitment of a minimum reduction target of 50% by 2025, is 
ahead of both of these global frameworks, which provided officials assurance that this 
represents alignment with the pathway towards net zero by 2050. 

23. Treasury sought the MfE’s guidance on whether the level of ambition of CFIs’ proposed 
commitments aligns with the Paris Agreement objectives. Extracts from the MfE 
feedback on this point are included below. The full advice is attached in Appendix 2. 
This includes useful feedback on measurement standards that can support discussions 
with the CFIs on consistency and alignment with best practice. 

• The MfE considers the overall intention of the report to be fit for use and a good 
first step. The MfE recognises the complexity and lack of clarity in the area of 
asset allocation and alignment to a 1.5-degree scenario.  

• MfE considers ACC and NZ Super to be leaders in this area and the targets they 
have independently set to be ambitious. With regards to the Responsible 
Investment Framework targets, it is difficult to determine the level of ambition 
without further analysis and knowledge of CFIs baseline circumstances. 

 

 
4  Page 46 of the Final Report: https://www.parliament.nz/resource/en-NZ/GSFA 2021 Review 
5  https://www.unepfi.org/net-zero-alliance/ 
6  www.netzeroassetmanagers.org 
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• Companies should choose the most ambitious target that they can meet. 
Variations will exist in the ambition due to differences in target formulation as well 
as variations across acceptable reductions pathways themselves. As such year-
on-year linear deduction rates required will vary across 1.5 degree aligned 
scenarios. 

• The science-based targets initiative determined a linear reduction rate (2020-
2035) of 4.2%-6% per annum to be necessary to be aligned with a 1.5-degree 
scenario. The 2019 UNEP gap assessment report considered a 7.6%7 year-on-
year reduction necessary to remain constant with a 1.5-degree target. Note that 
that these positions are not absolute and are subject to the latest scientific 
research on climate sensitivity to emissions. 

 
7  https://www.unep.org/news-and-stories/press-release/cut-global-emissions-76-percent-every-year-next-decade-meet-

15degc  

s9(2)(h)
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Next Steps 

30. Officials will meet with the Guardians, GSFA and NPF Boards on 5 August 2021. Any 
additional feedback would be useful prior to these meetings taking place, noting your 
feedback on consistency has been useful to drive change already. 

31. We have recommended that we meet with you to discuss the practical implementation 
of the Framework after 5 August 2021. 

s9(2)(h)
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Appendix 1 – Transparent CFI Carbon Intensity Data 

The table below shows how CFIs propose to report data to both standards. The difference is 
in communication of each individual CFI when it generates a press release. This difficulty in 
communication is sub-optimal but does not actually reduce the transparency that the 
Framework can generate. 
 

CFI Portfolio Carbon Intensity – Listed Equities 
(tCO2e per US$m Sales) 

  NZSF ACC GSFA NPF
Baseline Listed Equities      

Scope 1 & 2 Emissions Intensity               
231                 244                    231                  231 

Scope 3 Emissions intensity (fossil fuel 
production)

              
259                 316                    259                  259 

Total Attributed Emissions Intensity              490                 560                    490                  490 

Baseline Portfolio/Year Index/2019 Actual/2019 Index 2019 Index/2019

          
Current Listed Equities      

Scope 1 & 2 Emissions Intensity                 
89                 176                    175                 149 

Scope 3 Emissions intensity (fossil fuel 
production)

                   
-                   136                    211                 220 

Total Attributed Emissions Intensity* 89 312 386 369

          
Change in Scope 1 & 2 Emissions Intensity -62% -28% -24% -35%

Proposed CFI Ethical Framework Target -50% / 
2025 N/A N/A N/A

          
Change in Total Attributed Emissions 

Intensity (Scope 1, 2 and 3ff) -82% -44% -21% -25%

Proposed CFI Ethical Framework Target N/A -50% / 2025 -50% / 2025 -50% / 2025

 

Baseline Measurement Approach Scope 1 + 2 Scope 1,2&3(ff) Scope 1,2&3(ff) Scope 1,2&3 (ff)

Individual CFI Committed Targets (by 2025) -62%** -60% -50% -50%

Current Gap to Committed Reduction Targets 0% 16% 29% 25%
*ACC/GSFA/NPF = June 2021, NZSF = June 2020 

** NZSF currently has a whole-of-portfolio reduction target of 40% by 2025 which it has achieved. In 2020, this led 
to a 62% reduction in listed equities emissions intensity under the scope 1 & 2 measurement approach – rather 
than this being an explicit 62% reduction target. NZSF has reduced exposure to fossil fuel reserves in its equity 
portfolio by 100%. 
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Appendix 2 – Ministry for the Environment Advice 

 

Memo 

 

Purpose 

To provide feedback on the Treasury report: Crown Financial Institutions Responsible 
Investment Framework: Update Report Three (the report). 
 

Feedback  

Summary 
The Ministry for the Environment considers the overall intention of the report to be fit for use 
and a good first step. The Ministry for the Environment recognises the complexity and lack of 
clarity in the area of asset allocation and alignment to a 1.5-degree scenario. The Ministry for 
the Environment have offered advice on more granular details of the report that may aid in 
making the framework more robust and aligned with international best practise.  

Assessing alignment with a 1.5-degree target   
As the Climate Change Response Act 2002 and the Paris Agreement both require the same 
target, reducing global average temperature increase to a 1.5-degree target, this document 
will simply refer to alignment with a 1.5-degree target. MfE considers ACC and NZ Super to 
be leaders in this area and the targets they have independently set to be ambitious. With 
regards to the Responsible Investment Framework targets, it is difficult to determine the level 
of ambition without further analysis and knowledge of CFIs baseline circumstances.   
 
Determining levels of ambition  
Companies should choose the most ambitious target that they can meet. Variations will exist 
in the ambition due to differences in target formulation as well as variations across 
acceptable reductions pathways themselves. As such year-on-year linear deduction rates 
required will vary across 1.5 degree aligned scenarios. The science-based targets initiative 
determined a linear reduction rate (2020-2035) of 4.2%-6% to be necessary to be aligned 
with a 1.5-degree scenario. The 2019 UNEP gap assessment report considered a 
7.6%8 year-on-year reduction necessary to remain constant with a 1.5-degree target. Note 
that that these positions are not absolute and are subject to the latest scientific research on 
climate sensitivity to emissions. 
 
If the intention is for the CFIs to assume a leadership position in the market, they should 
consider their emissions reduction targets relative to other asset owners/managers. Some 
New Zealand-based private financial institutions are already aiming for ambitious emissions 
reductions targets of at least 7% year-on-year.  
 

 
8  https://www.unep.org/news-and-stories/press-release/cut-global-emissions-76-percent-every-year-next-decade-meet-

15degc  
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Recommendation on fossil fuel reserves based on the International Energy Agency (IEA) 
net-zero pathway  
The IEA released a pathway to net-zero by 2050 in May 2021. This scenario is considered to 
be the global best practice standard for asset allocation of energy resources. The latest 
roadmap to net-zero by 2050 stated that any investment in new coal, oil and gas 
developments is not consistent with a 1.5-degree pathway.   
 
It is currently unclear whether fossil fuel reserves fall under this category. It is possible to 
argue that fossil fuel reserves which are booked and contributing to company valuations, but 
not yet in production, would likely to have to remain in the ground if the world were to follow 
a 1.5-consistant future in line with the IEA scenario.  
 
From a climate-related risk perspective, fossil fuel reserves present one of the most 
prominent transition risks. Fossil fuel reserves are at risk of the value of the investment 
falling and becoming stranded due to changes in future demand. Incidences of fossil fuel 
reserves values being revised down have already occurred and will continue to occur.   
 
Therefore, we believe the work completed by the IEA and the prominence of this pathway 
make it unequivocally clear that investment in new fossil 
fuel developments is inconsistent with a 1.5-degree pathway. We acknowledge the action 
taken already by some of the CFIs to significantly reduce their exposure to fossil fuel 
reserves. We believe disclosing information regarding these institution’s holdings and the 
potential emissions of these reserves to be important.  
  

Absolute emissions metric should be included 

The use of the carbon intensity metric to measure emissions is common practice among 
asset owners and managers. However, this metric is dependent on revenue and are only 
useful when the metrics lead to absolute emissions reduction targets in line with 1.5-degree 
climate scenarios9. To ensure clarity of alignment with a 1.5-degree target, we consider this 
metric should be accompanied by other metrics such as 
absolute emissions reductions over time. This approach is consistent with leading 
international guidance for Net Zero Investment Frameworks10. 
 

Endorsement of the measure, reduce, influence principles  
The measure, reduce and influence approach is in line with global best practice 
frameworks. Direct and collective market engagement with not only market participants but 
also support services offers a powerful lever to develop a more sustainable 
financial system.   
 
Although initially CFI’s may focus on reweighting assets to achieve reduction targets, this will 
not be sufficient for long-term emissions reductions. The CFI’s will need to encourage or 
require investees to reduce absolute emissions. It is therefore important that CFIs focus 
on influencing these organisations early to achieve the necessary absolute reduction in 
emissions.   

 
9  https://sciencebasedtargets.org/resources/files/SBTi-criteria.pdf  
10  www.parisalignedinvestment.org   
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Treasury:4505897v1                    

Treasury Report:  Crown Financial Institutions Responsible Investment 
Framework: Draft Framework and Cabinet Paper 

Date:   26 August 2021   Report No: T2021/2158 

File Number: CM-3-6-4-6 

Action sought 

  Action sought  Deadline  

Minister of Finance  
(Hon Grant Robertson) 
 
 

Endorse or provide feedback on the 
draft Framework and draft Cabinet paper 

Agree to start pre-Cabinet consultation 

30 August 2021 
 

30 August 2021 

Minister for ACC  
(Hon Carmel Sepuloni) 
 
 

Endorse or provide feedback on the 
draft Framework and draft Cabinet paper 

Agree to start pre-Cabinet consultation 

30 August 2021 
 

30 August 2021 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Michael Eyre Senior Analyst, 
Financial Institutions 

 

Joseph Sant Manager, Financial 
Institutions 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

Consider a launch and communications strategy for the Crown Responsible Investment Framework for 
CFIs 

 

Note any 
feedback on 
the quality of 
the report 

 

 
Enclosure: Yes (attached)   

s9(2)(g)(ii), s9(2)(k)

Attachments publicly available.
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Treasury Report: Crown Financial Institutions Responsible Investment 
Framework: Draft Framework and Cabinet Paper 

Purpose of Report 

1. This is the fourth update report on the development of the Crown Financial Institution 
(CFI) Responsible Investment Framework (the Framework).1  

2. Attached to this briefing is a draft Framework and draft Cabinet paper. These 
documents support the final phase of review prior to publication of the Framework, 
provisionally expected in October 2021. 

3. We present a timeline of the process to agree the Framework with your Cabinet 
colleagues. As part of this timeline, we introduce some considerations that we seek 
your preferences on as a communications strategy is developed ahead of publication. 

4. You have a meeting scheduled with officials on 30 August to discuss this briefing and 
associated documents. These documents include a letter from CFI Board Chairs on 
readiness to respond to the Framework being issued, including on concerns raised for 
consistency of measurement. 

Draft Framework 

5. We have enclosed a draft Framework (Appendix 1) which draws on the advice, key 
decisions and collaboration-to-date with the CFIs. This is a principles-based 
Framework that sets expectations for transparency, interim progress and leadership on 
the path to carbon neutral investment portfolios by 2050. It sets out that interim targets 
on this path are to be consistent with the 1.5 degree global warming standard, 
consistent with the Paris Agreement by way of benchmarking to global activity. 

6. The principles-based Framework enables Boards to implement individual investment 
strategies to meet their investment missions along this journey. It is important to note 
that the measurement will show where individual CFIs are more advanced in emissions 
reduction relative to the global standard but the Reduction requirements should not 
allow any CFI to drop below the global leadership standard. 

7. Key features for how the Framework could be issued are: 

• We recommend that you issue the Framework via an enduring letter of 
expectations to the CFIs. This enables:  

i additional context for why the Framework is being issued, including the 
focus on climate change as the first iteration. The Framework may evolve 
to other Environmental, Social and Governance (ESG) principles over time;  

ii a description for how the Framework is expected to work, including that 
Ministers are setting the long-term direction and the CFIs are expected to 
regularly refresh targets to achieve the zero carbon objective and provide 
assurance to New Zealanders that this objective will be achieved; 

iii stability of expectations so that long-term investment strategies can 
respond appropriately. It is expected that your annual letter of expectations 
would reference the enduring letter, but the Framework would not need to 
be reissued.  

 
1  For reference, progress updates one, two, three and an addendum to update three are as follows: 

T2021/251, T2021/749, T2021/1214, T2021/1916. 
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• The Framework is a standalone product, with this being a clear statement of 
expectations for CFIs to Measure and Reduce carbon intensity and exposure to 
fossil fuel reserves and to provide leadership to ‘Influence’ the transition. As the 
Framework evolves, the climate objectives can be lifted and placed into a wider 
context. 

• A section providing Definitions and References. This is to support public 
understanding of the Framework as much as it is to tightly define the Framework 
to be implementable by the CFIs. 

8. We seek any feedback you have on this draft.  While we have engaged the CFIs on all 
phases of this project to generate buy-in, we have not yet shared the draft Framework. 
Following your feedback we would consult with the CFIs at the same time as consulting 
your colleagues on the draft Cabinet paper. 

Draft Cabinet Paper 

9. We have previously recommended that you consult with your colleagues prior to 
issuing the Framework as it is likely to be of interest to a number of Ministers. At a 
minimum we think it would be useful to consult with Climate Ministers, but as 
sustainability is a Government priority, raising your intentions to Cabinet is appropriate. 

10. We have enclosed a draft Cabinet paper (Appendix 2) to support the Cabinet process. 
This paper provides a summary of the key decisions you have taken to develop the 
principles-based Framework, including: 

• The thematic link to the Carbon Neutral Government Programme (Measure, 
Reduce and Influence – as opposed to Offset), 

• The overarching policy of the Climate Change Response (Zero Carbon) 
Amendment Act 2019 as well as links to the Paris Agreement, 

• The engagement approach that has generated assurance of CFI buy-in, including 
the attached letter from Board Chairs (Appendix 3), and 

• Agreement to a principles-based Framework that is issued via expectations, 
rather than legislation, as the appropriate way to maintain performance 
accountability. 

11. We have aimed to keep the Cabinet paper relatively concise. We are currently seeking 
the Ministry for the Environment’s input on the paper, but previous engagements have 
elicited comfort on the approach. We expect MfE feedback to endorse the Framework. 

12. We seek any feedback you have on this draft Cabinet paper before it is circulated to 
your colleagues. 

CFI Board Engagements 

13. Since the third progress update, officials have met with the CFI Boards, individually, to: 

• seek assurance on Board-level commitment to the draft CFI response to the 
Framework, and 

• communicate your feedback on the draft CFI response, including a desire for 
consistency of carbon emissions measurement. 

14. The engagements were generally constructive. The Boards all provided sufficient 
assurance that they are supportive of the draft CFI response and would be willing to 
publicly commit to it following the publication of the Framework.  
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Boards are committed to transparency, but consistent measurement may take time 

18. On the issue of consistent measurement, the Boards agreed that consistency is ideal 
but not at the cost of changing investment strategies. The attached letter from the CFIs 
(Appendix 3), received this week, notes a commitment to absolute transparency but 
that different measures for reducing carbon intensity and fossil fuel reserves will need 
to be maintained for the time being. 

19. The CFIs continue to promote that the first iteration of the Framework has a dual 
emissions measurement approach of scope 1&2 emissions plus either scope 3 fossil 
fuel producers, or fossil fuel reserves. All CFIs will report on both measures – thus 
enabling transparency and comparison. 

20. Consistency of a single measurement standard could be achieved by the next iteration 
in 2025. This allows time for two things: 

• a period of dual reporting that would ease any concerns of ‘green-washing’ 
should all CFIs align to a new measure, and  

• evolution of best practice on reporting standards. This is evolving rapidly and we 
expect that global reporting standards for investors will be significantly more 
developed by the time the next decision would be taken in 2024. 

21. The risk presented by maintaining two standards initially is one of confusion through 
communications. This could come about where one entity’s headline figure will be on 
one metric and another entity will reference the alternative approach. We do not see 
this as an issue for an educated observer, as all information will be available on both 
metrics. 

22. We wish to re-test that you are willing to proceed with transparent and comparable 
reporting, with a view to managing (but not eliminating) the communications risk. The 
Framework sets a principle for CFIs to strive towards consistency, as this is not 
possible at this time. 

Communications and Launch 

23. With the Framework close to being finalised, your office(s) may wish to identify a 
suitable event to launch the Framework in October. We note that the UN Climate 
Change conference (COP 26) is scheduled to begin at the end of October and this 
announcement may be incorporated into New Zealand’s announcements prior to this 
event. 

24. We believe it is important that the launch of the Framework is coordinated between the 
Government and the CFIs, to ensure the messaging is aligned and that the CFIs are 
able to respond publicly in the appropriate manner (i.e. timely and supportive).  

s9(2)(g)(i)
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25. A prompt, strong CFI commitment to the Framework will give public assurance that the 
Framework will elicit an ambitious response, and that the engagement approach has 
merit. Without this, the high level, principal-based Framework could be viewed as 
"lacking teeth" and would not effectively communicate the level of ambition of the 
actions the CFIs will take, in particular the leadership positions of the New Zealand  
Superannuation Fund and the Accident Compensation Corporation. 

26. Clear communication from the CFIs on the areas of inconsistency will also be important 
to ensure this is explained to avoid an accusation of green-washing.  

27. There are a range of considerations on how the Framework is published/communicated 
including: 

• Delivery method – per paragraph 7, we have recommended that you issue the 
Framework via an enduring letter of expectations to the CFIs. Should you be 
happy with this approach, we will align the timing of your standard refresh of the 
letter of expectations, which would normally take place in October or November.  

• Proximity of launch with the CFIs – how close do you want to be associated with 
the CFIs’ response? Indicative options include: 

i The Framework and CFI Response published at same time, using the 
same press release/event to launch the Framework, or 

ii The Framework is released (press release or event) and the CFI Response 
would follow quite tightly, but not at the same event. 

Next Steps 

28. We have proposed the below timeline to submit the Cabinet paper to the Economic 
Development (DEV) Cabinet committee. Submission to DEV on 22 September could 
allow for an early October publication of the Framework.  

29. You have elected to meet again with the CFI Board Chairs before submitting the 
Cabinet paper. This could happen concurrently with the two week pre-Cabinet 
consultation. Early engagement with the CFIs could allow any changes to be 
accommodated prior to submission.  

30. However, as there has been substantive engagement with the CFIs already, there is 
more risk that your colleagues will want to advise on changes. An alternative approach 
could be to seek agreement from your colleagues on technical changes to the 
Framework and engage with CFI Board Chairs in late September or early October once 
there is agreement from Cabinet. 

31. There is an alternative DEV Cabinet committee meeting on 29 Sep which would still 
allow for an October launch, however there is then a three week gap to 20 October. 

Date Milestone 
30-Aug Ministers provide feedback on the draft Framework and Cabinet Paper
1-Sep to 14-Sep Consultation with colleagues on Cabinet paper and Framework 
1-Sep to 14-Sep Consultation with CFIs on Framework
15-Sep Ministers meet with CFI Board Chairs for final Framework assurance
16-Sep Submit Cabinet Paper / Framework for 22 Sep DEV / 27 Sep CAB 
October Launch/publish Framework 
  
Alternative Timelines: 
  
23-Sep Plan B: Submit Cabinet Paper for 29 Sep DEV / 1 Oct CAB 
Post-27 Sep Consultation with CFIs and Board Chairs post-Cabinet agreement 
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Recommended Action 

We recommend that you: 
 
a note that the Crown Financial Institutions (CFIs) have written to you: 

 
i to provide assurance on the overall goals of the Crown Responsible Investment 

Framework (the Framework), but 
 

ii communicating that there is not consistency on the measurement standard the 
CFIs use to target reductions against, with both carbon intensity and fossil fuel 
reserves promoted 

 
b note that all CFIs will report on both metrics, enabling transparency and comparison of 

progress 
 

c endorse the attached draft enduring letter of expectations to CFIs, which incorporates 
the Framework, to be consistent with your expectations 

 
 Agree/disagree.      Agree/disagree. 

Minister of Finance     Minister for ACC 
 
d agree to send the draft Cabinet paper and draft Framework for pre-Cabinet 

consultation, ahead of submission to the Economic Development Cabinet committee 
(DEV) on 22 September 2021 

 
 Agree/disagree.      Agree/disagree. 

Minister of Finance     Minister for ACC 
 
e agree to meet with CFI Board Chairs prior to submitting the Cabinet paper to DEV 
 

Agree/disagree.      Agree/disagree. 
Minister of Finance     Minister for ACC 

 
Or 

 
agree to meet with CFI Board Chairs following Cabinet discussion on the Framework 
but before publication 

 
Agree/disagree.      Agree/disagree. 
Minister of Finance     Minister for ACC 

 

Joseph Sant 
Manager, Financial Institutions 
 
 
 
 
 
 
Hon Grant Robertson  Hon Carmel Sepuloni 
Minister of Finance  Minister for ACC 
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Reference: T2021/2454 File No. CM-3-6-4-6 
 
 
Date: 27 September 2021 
 
 
To: Minister of Finance (Hon Grant Robertson)  

Minister for ACC (Hon Carmel Sepuloni) 
 
 
Deadline: 29 September 2021 
 
 
Aide Memoire - Talking Points for DEV on the Crown 
Responsible Investment Framework 

This Aide Memoire provides talking points to support your discussion on the Crown 
Responsible Investment Framework (the Framework) at the Economic Development 
Cabinet Committee (DEV) meeting on 29 September 2021.  
 
Talking Points: 
 
• The development of the Crown Responsible Investment Framework has focused 

on climate in the first instance, but this could evolve to other aspects of 
Environment, Social and Governance policy in the future. 

• The Framework is a principles-based document that sets expectations for the 
CFIs to Measure and Reduce carbon emissions in investment portfolios in line 
with the Paris Agreement and Zero Carbon Amendment Bill. 

• The additional principle of Influence expects the CFIs to show leadership in New 
Zealand through identifying climate positive investments and engagement with 
businesses on the transition to a low carbon economy. 

• We chose to establish the Framework as a set of principles and through an 
enduring letter of expectations as this is consistent with Ministerial and Board 
roles, maintaining accountability for investment performance with the Board.  

• The CFIs execute long term investment strategies, so an enduring letter provides 
the expectation that the principles are not expected to change frequently, subject 
to policy being updated. 
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Questions and Answers: 
 
Q: Why is the Framework issued as a principled based letter of expectations, not 

prescribed in legislation or Ministerial Directions? 
 
A: We considered a range of implementation options, including via legislation and 

Ministerial Directions. At this stage we prefer the enduring letter of expectations 
approach, however we retain the right to impose the Framework via more directive 
approaches if the CFI’s level of ambition does not meet our expectations. 
 
Our rationale for setting expectations was: 

• Legislation and directions are slow to implement and would be complex 
given the different entity types (Autonomous Crown Entities, Crown Agent 
and Body Corporate) and underlying legislation  

• We didn’t wish to undermine the governance settings which assign 
responsibility to the Boards for determining investment strategies; and 

• Voluntary adherence to the Framework provides a stronger leadership 
message to the broader NZ Investment community. 

 
Q: Why does the Framework only seek a 2050 target date for carbon neutrality, 

not earlier, such as 2025 for the Carbon Neutral Government Programme? 
 
A: This was an area of significant consideration in the development of the Framework.  

The CFIs’ carbon emissions are indirect, via minority shareholdings in thousands of 
underlying global and NZ companies.  
 
This means that until all the underlying companies are carbon neutral themselves, 
the CFIs cannot be carbon neutral, unless they offset emissions. Offsetting is not 
best practice for investors, it would move the burden of responsibility from the 
underlying companies to investors and would create double counting and double 
paying for carbon credits.  
 
We also believe the costs are prohibitive and would not represent good value for the 
New Zealand public. The annual costs to offset are estimated to be $2.2 billion per 
annum (for Scope 1,2 &3 emissions) at the 2030 estimated carbon price of $140. 
 
For this reason, the carbon neutral target date needed to be aligned with the 
obligations of the underlying companies, which is set at 2050 by the Paris 
Agreement and Zero Carbon Amendment Bill obligations. 
 

Q: How are the CFIs expected to respond to the Framework? 
 
A: The Framework is high-level and principles based, acting as a call to action for the 

CFIs. We have already engaged with the CFIs to gain assurance that their response 
will show leadership and we will announce the CFIs’ commitments alongside the 
launch of the Framework to emphasise the impact it will have. 

 
The CFIs will set a leadership position and provide transparent reporting against the 
commitments to:  
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• target net zero portfolio emissions by 2050, 
• set a minimum 2025 emissions reduction target of 50% in the listed equities 

portfolios, ahead of global benchmarks for net-zero investor initiatives, 
• refresh these interim targets at least every five years, and 
• influence the transition by using their combined scale to engage with NZ 

and global companies to drive adoption of climate change strategies, as 
well as seeking investments in climate-related solutions.  
 

Q: Can the Framework capture other responsible investing issues? 
 
A: The Framework can evolve to other areas of responsible investing in time, including 

environmental, social and governance (ESG) factors. At this stage it focuses on 
climate change expectations where there is a clear gap between CFI investment 
activity and Government expectations/ policy.  

 
 
 
 
Michael Eyre, Senior Analyst, Financial Institutions, 
Joseph Sant, Manager, Financial Institutions, 

s9(2)(k)
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Treasury:4531704v1                    

Treasury Report:  Crown Responsible Investment Framework - Talking 
Points and Technical Amendments 

Date:   7 October 2021 Report No: T2021/2521 

File Number: CM-3-6-4-6 

Action sought 

  Action sought  Deadline  

Minister of Finance  
Hon Grant Robertson 
 

 
Minister for ACC  
Hon Carmel Sepuloni 
 
 

Agree the Framework technical 
amendments following consultation 
with the Minister for Climate Change

 

Agree the Framework technical 
amendments following consultation 
with the Minister for Climate Change

13 October 2021 

 

 

 

13 October 2021 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Michael Eyre Senior Analyst, 
Financial Institutions 

 

Joseph Sant Manager, Financial 
Institutions 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

If agreed by the Ministers, refer the briefing to the Minister for Climate Change to consult on the technical 
amendments. 

 
Note any 
feedback on 
the quality of 
the report 

 

Enclosure: Yes  
Enduring Letter of Expectations - Crown Financial Institutions Responsible Investment 
Framework (Treasury:4506895v4)

s9(2)(g)(ii), s9(2)(k)
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Treasury Report:  Crown Responsible Investment Framework - Talking 
Points and Technical Amendments 
 

Purpose of Report 

1. Cabinet has recently approved the establishment of a Crown Responsible Investment 
Framework (the Framework) [DEV-21-MIN-0191 refers].1 As part of this process, you 
have delegated responsibility to accommodate technical amendments to the 
Framework prior to it being issued, subject to consultation with the Minister for Climate 
Change.  

2. The purpose of this briefing is to: 

a present feedback from the final consultation with the Crown Financial Institution’s 
(CFI’s) management on the Framework, 

b seek your agreement to make technical amendments to the Framework, and 

c provide talking points to support your engagement with the CFI Board Chairs on 
13 October 2021 (Annex 1).  

CFI Consultation Feedback and Framework Technical Amendments 

3. We have now completed consultation with the CFI’s executive on the final drafting of 
the Framework. The purpose of this was to seek assurance that the Framework will 
elicit the previously agreed commitments proposed by the CFIs, and that no 
unintended consequences have been introduced in the drafting. 

4. Overall, there is comfort that the Framework reflects expectations, including being 
principles-based and practical for the CFIs to adopt. However, technical suggestions 
tighten up the language in the Measure and Reduce principles so that the Framework 
itself does not set the reporting standard.  

5. Officials’ do not have any concerns with the suggestions. We view them as being 
technical in nature, without changing the emphasis of the principles, and will enable the 
CFIs to strongly endorse the Framework.  

Proposed Technical Amendments: 

6. The recommended changes to the Framework are to: 

a adjust the ‘carbon emissions’ and ‘fossil fuel reserves’ language to better reflect 
principle-based expectations, rather than setting specific standards in the 
Framework (which is an unintended consequence of this terminology), 

b clarify that although the National Provident Fund is not a Crown Entity it is 
included with the CFIs for the purposes of the Framework, and 

c clarify that the Framework only applies to the Guardians of New Zealand 
Superannuation’s primary mandate, the New Zealand Superannuation Fund, not 
the Elevate NZ Fund.  

 
1  For reference, progress updates one, two, three, an addendum to update three and update four are as follows: T2021/251, 

T2021/749, T2021/1214, T2021/1916, T2021/2158. 
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7. Officials agree that there are a number of complications to imposing the Framework on 
the Elevate NZ Fund, which already has low-carbon objectives embedded in the 
governing legislation, and any additional expectations are better provided through the 
existing policy statement.2  

8. Changes to reflect the CFI feedback are provided below, and these are reflected in the 
enclosed Enduring Letter of Expectations: 

Principle / Statement Original Proposed Technical Amendment
Measure (1) Your investment portfolio 

exposure to carbon emissions 
and fossil fuel reserves should 
be reported transparently, on a 
consistent basis, enabling public 
scrutiny over progress towards 
carbon neutral portfolios by 
2050; 

Carbon footprint metrics for your 
investment portfolios should be 
reported transparently, on a 
consistent basis, enabling public 
scrutiny over progress towards 
carbon neutral portfolios by 2050. In 
the case of fossil fuel reserve 
owners, you should also account for 
emissions from the end-use of their 
products. 

Reduce (2) You should set challenging 
minimum reduction targets for 
carbon emissions and fossil fuel 
reserves at interim periods to 
provide assurance that 
investment portfolios are on 
track to be carbon neutral by 
2050; 

You should set challenging minimum 
carbon reduction targets at interim 
periods to provide assurance that 
investment portfolios are on track to 
be carbon neutral by 2050. In the 
case of fossil fuel reserve owners, 
reduction targets should also address 
emissions from the end-use of their 
products. 

Footnote 1 in Enduring 
Letter of Expectations 
and Framework 
 
(Reference to National 
Provident Fund and the 
Guardians of New 
Zealand Superannuation) 

The Crown Financial Institutions 
include: the Guardians of New 
Zealand Superannuation, the 
Accident Compensation 
Corporation, the Government 
Superannuation Fund Authority 
and the National Provident 
Fund. 

The Crown Financial Institutions 
(CFIs) include: the Guardians of New 
Zealand Superannuation in relation 
to the New Zealand Superannuation 
Fund, the Accident Compensation 
Corporation, the Government 
Superannuation Fund Authority and 
the National Provident Fund (NPF). 
While the NPF is not a Crown Entity 
it is included with the CFIs for the 
purposes of this letter. 

Next Steps 

9. We recommend that you refer this briefing to the Minister for Climate Change to 
confirm the technical amendments to the Framework.  

10. We require instruction as to when and how you wish to launch the Framework, other 
than by issuing the Enduring Letter of Expectations. Should you launch at an event or 
via a press release, we advise this should be signalled to the CFIs, to ensure a high 
degree of coordination. This is necessary to ensure the messaging is aligned and that 
the CFIs are able to respond publicly in the appropriate manner (i.e. timely and 
supportive).  

 

 

s9(2)(j)
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11. A prompt, strong CFI commitment to the Framework will give public assurance that the 
Framework will elicit an ambitious response, and that the engagement approach has 
merit. Without this, the high level, principle-based Framework would not effectively 
communicate the level of ambition of the actions the CFIs will take, in particular the 
leadership positions of the New Zealand Superannuation Fund and the Accident 
Compensation Corporation. 

12. We have suggested suitable events to your office at which to launch the Framework in 
October. Once this has been agreed we can work with the CFIs to support your 
communications strategy. 

Recommended Action 

We recommend that you: 
 
a note that Cabinet authorised you (DEV-21-MIN-0191 refers), in consultation with the 

Minister for Climate Change, to make technical amendments to the Crown Responsible 
Investment Framework (the Framework) prior to publication. 

 
b note that officials have consulted with the Crown Financial Institutions (CFIs) and are 

comfortable that three suggested amendments are technical in nature, do not change 
the emphasis of the Framework and will generate greater buy-in from the CFIs.  

 
c refer this briefing to the Minister for Climate Change to confirm the proposed changes 

are technical  
 

  Agree/disagree.                                        Agree/disagree.  
     Minister of Finance                                   Minister for ACC 

 
d agree to make the technical amendments to the Framework highlighted in paragraph 8, 

following consultation with the Minister for Climate Change 
 
  Agree/disagree.                                        Agree/disagree.  
      Minister of Finance                                   Minister for ACC 

 
e direct your office to work with officials on a strategy to launch the Framework in late 

October. 
  

Agree/disagree.                                         Agree/disagree.  
 Minister of Finance                                    Minister for ACC 

 
 
   
 
 

Joseph Sant 
Manager, Financial Institutions 
 
 
 
 
 
Hon Grant Robertson  Hon Carmel Sepuloni 
Minister of Finance  Minister for ACC  
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Annex 1 – Talking Points for CFI Board Chair Meeting 

Purpose: 

13. On 13 October 2021 you are meeting with the Board Chairs of the CFIs to discuss the 
establishment of the Framework (biographies on the next page). This meeting presents 
a final opportunity to gain assurance from the Board Chairs that their organisations will 
rise to the challenge of the Framework.  

14. The Framework has been shared with the CFI Board Chairs and we understand that 
they were supportive of the Framework design, subject to accommodating the 
Executive’s feedback. Therefore, you may wish to focus the discussion on 
communications opportunities to ensure there is alignment on how to respond to media 
interest. 

Approach to the discussion: 

15. You could reconfirm expectations that the Enduring Letter is expected to provide 
stability of the government’s position, but this will require buy-in from the CFIs: 

a You could seek assurance from the Board Chairs that their organisations will rise 
to the challenge of the Framework, both in the coming years and in setting new 
and challenging targets every five years from 2025. 

b You could highlight, in particular, that you expect the CFIs to provide leadership 
across all aspects of the Framework. The transition to a low carbon economy will 
require both reductions from greenhouse gas emissions and positive investment 
into low carbon solutions. 

c You could also confirm that the External Reporting Board is developing standards 
that will set reporting standards for all New Zealand businesses. The CFIs are 
advanced in the adoption of the Taskforce for Climate Related Financial 
Disclosures but proactive uptake of the XRB’s standards will be a signal to other 
New Zealand businesses on how to achieve transparent disclosure. 

16. You could then open up the floor to the CFI Board Chairs to get their views on the final 
Framework design and the assurance that they will step up to the challenge (we 
suggested starting with the Guardians and ACC Board Chairs). 

17. Finally, we recommend you discuss how the publication of the Framework presents 
communication opportunities (and risks). This discussion could seek one or two guiding 
principles around which the communication strategy can be developed: 

a Engagement via an enduring letter of expectations enables voluntary uptake 
which provides a signal that the Framework is both good fiscal management and 
gives assurance on the long-term direction. 

b Clarity on the Minister and Board roles – Ministers set the Framework principles 
and Boards are accountable to achieve the objectives. 

 
  

OIA 20220160 Item 8
Page 75 of 84



 

T2021/2521 Crown Responsible Investment Framework - Talking Points and Technical Amendments Page 6 

 

Board Chair Biographies: 
 
Catherine Drayton – Guardians of New Zealand Superannuation  

Ms Drayton was appointed to the Board on 1 November 
2018, and appointed Chair on 1 April 2021. She is a 
professional company director. Her governance roles include 
Chair of Christchurch International Airport and director of 
Southern Cross Medical Care Society and Southern Cross 
Hospitals. Former directorships include Beca Group, Ngai 
Tahu Holdings, technology company PowerbyProxi (which 
was acquired by Apple) and Meridian Energy.  
 

Ms Drayton is based in Canterbury. In her earlier executive life, she was partner in charge of 
audit and advisory services for PricewaterhouseCoopers in Central/Eastern Europe, with her 
speciality being mergers & acquisitions. 
 
Hon Steve Maharey – Accident Compensation Corporation 

Hon Maharey is an independent director. He was previously the Vice-
Chancellor of Massey University. He is a former Member of Parliament 
and senior minister in the New Zealand Government (1999-2008). In 
2009 as part of the Queen’s New Year Honours List, he was made a 
Companion of the New Zealand Order of Merit for services as a 
Member of Parliament. He holds a MA (Hons) from Massey University 
in Sociology. 
 
 

 
Anne Blackburn – Government Superannuation Fund Authority 

Ms Blackburn was appointed as a Board member in July 2018 and as 
Chair from 1 July 2019. Ms Blackburn has a background in banking, 
governance and strategic advice and is currently a director of TSB 
Bank, Fisher Funds Management Limited, Ponga Silva Limited and 
Annuitas Management Limited. Ms Blackburn is also a director and 
Chair of Resolution Life NZ Limited. 
 

 
 

 
 
Edward Schuck – National Provident Fund 

Mr Schuck was appointed as a Board member in 2015 and Chair in 
2017. Mr Schuck is principal of Fidato Advisory, a provider of 
investment consulting and research services to institutional investors, 
Crown agencies and wealth management businesses. Prior to starting 
Fidato in 2009, he held leadership roles in the financial services 
industry in New Zealand and the United Kingdom, most recently as 
Managing Director of Russell Investments.  

 
He is also a director of Annuitas Management Limited, MFL Mutual 
Fund Limited, Superannuation Investments Limited, Continuity Capital 
PE2 GP Limited and Continuity Capital PE4 GP Limited. Ed promotes 
private investment in New Zealand by working actively with the 
Property Council of New Zealand and the New Zealand Private Equity 
and Venture Capital Association. 
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Talking Points for Launch of the Crown Responsible 
Investment Framework 

We understand that the Minister of Finance and the Minister for ACC will launch the 
Crown Responsible Investment Framework (the Framework) on 28 October 2021. 
 
The below talking points and Q&A are to support the development of the Framework 
launch material, including the Minister of Finance’s speech at the INFINZ conference 
and the joint Ministerial Press Release. 
 
Talking Points: 
 
Purpose of the Framework 
 
• This Government is committed to responsible actions, to optimise the wellbeing of 

both current and future generations. To support this, we have agreed to establish a 
Crown Responsible Investment Framework.  

• The Framework has been issued to the Boards of the largest Crown Financial 
Institutions (CFIs), and conveys the Government’s expectations in relation to their 
responsible investment policies. 

• The CFIs play a crucial role in managing New Zealand’s financial wealth to promote 
intergenerational equity. We consider this to be akin to the role of responsible 
investment across the four capitals, to ensure investments today are made into things 
we can stand proudly behind and contribute to the society we will hand down to future 
generations.  

• The CFIs include the NZ Super Fund, the Accident Compensation Corporation, the 
Government Superannuation Fund and the National Provident Fund. They 
collectively manage over $100 billion of investments on behalf of New Zealanders.  

• The establishment of the Framework enables clear communication of the 
Government’s key policies and responsible investment expectations. It is 
intentionally principles-based to enable flexibility of individual CFI investment 
strategies while moving towards the overarching policy objective.  

• This flexibility is important to deliver on dual financial and responsible investment 
objectives over time. We are assured that CFI leadership recognises the level of 
ambition we expect, but we reserve the right to use other tools to strengthen our 
expectations should this be required. 

 

Climate Focus: 

• The Framework is focused on the Government’s pledge to deliver a carbon neutral 
New Zealand by 2050, aligned with the Paris Agreement.  

• However, the Framework may evolve, in time, to other aspects of Environmental, 
Social and Governance (ESG) factors where Government policy sets the basis of 
society’s expectations of responsible investment practice.  
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• Climate change is one of the greatest challenges of our time. The recently published 
Sixth Assessment Report from the Intergovernmental Panel on Climate Change 
(IPCC) found unequivocal evidence that the global economy’s reliance on fossil fuel 
consumption is causing temperatures to rise, leading to drastic changes in the 
atmosphere, ocean and land.  

• New Zealand has committed to taking urgent action on greenhouse gas mitigation 
and climate change adaptation through the Paris Agreement’s article 2(1)(c), which 
commits the government to “making finance flows consistent with a pathway towards 
low greenhouse gas emissions and climate-resilient development”, and Nationally 
Determined Contributions and the Climate Change Response (Zero Carbon) 
Amendment Act 2019.  

• We expect our sovereign funds to be leaders in the transition to a low carbon 
economy. They are dependent on global businesses transitioning but they should be 
at the forefront of recognising the financial risks that maintaining a dependence on 
fossil fuels creates.  

 
Framework Principles 
 
• The Framework centres around Measure, Reduce and Influence principles to 

complement the Carbon Neutral Government Programme. They set a minimum 
standard to be consistent with global best practice investment standards and 
commitments of the Paris Agreement, including committing to the pathway that will 
achieve carbon neutral investment portfolios by 2050. 
 

• The CFIs should measure and report carbon footprint metrics for the investment 
portfolios clearly and in the case of fossil fuel reserve owners, also account for 
emissions from the end-use of their products. 

 
• Measurement alone will not drive the transition, there must be a commitment to 

action. As investment managers the CFIs have choices to invest in companies that 
are more aligned to the required climate transition.  

• We expect the CFIs to set ambitious carbon reduction targets for their portfolios, 
consistent with Government policy, the Paris Agreement and global investment 
leadership over time. In the case of fossil fuel reserve owners, reduction targets 
should also address emissions from the end-use of their products. 

 
• We also expect the CFIs to be influential in the global forums and domestic markets 

for how businesses and investors can drive the transition to a low carbon economy. 
The CFIs should actively seek all opportunities to drive the climate transition, from 
education to active engagement to investment into climate solutions where there is 
consistency with investment strategies. 

 
How will the CFIs respond? 
• The Framework acts as a call to action for the CFIs. We have already engaged with 

the CFIs and are assured by their commitmentem to show leadership and meet the 
Government’s level of ambition. 
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• The minimum standard is to meet the emissions reduction pathway to be consistent 
with the Paris Agreement, and this is meeting the global standard. However, we 
have expressed to the CFIs that they should feel comfortable going above and 
beyond the minimum standard where this is not expected to have a negative impact 
on the investment return profile. Influence will be strongest by demonstrating that 
financial returns and appropriate diversification are possible without a dependence 
on fossil fuels. 

• The CFIs will formally respond to me by setting out how they will meet the 
expectations of the Framework now and into the future. They will set out how they 
will give effect to the Framework over the following five years, to 2025 initially and 
will explain how they expect to transition on the pathway from 2025 to achieving 
carbon neutrality by 2050. 

 

Questions and Answers: 
 
Q: Why is the Framework issued as a principled based letter of expectations, not 

prescribed in legislation or Ministerial Directions? 
 
A: We considered a range of implementation options. Our rationale for implementing 

via expectations was: 

• We didn’t wish to undermine the governance settings which assign 
responsibility to the Boards for determining investment strategies  

• Engagement with Boards has provided confidence that the Government 
and CFIs are aligned on the importance of reducing exposure to 
greenhouse gas emissions, and  

• This voluntary adherence to the Framework provides a stronger leadership 
message to the broader NZ Investment community. 

• We do however retain the right to impose the Framework via more directive 
approaches if the CFI’s level of ambition does not meet our expectations. 

 
Q: Why does the Framework only seek a 2050 target date for carbon neutrality, 

not earlier, such as 2025 for the Carbon Neutral Government Programme? 
 
A: This was an area of significant consideration in the development of the Framework.  

The CFIs’ carbon emissions are indirect, via minority shareholdings in thousands of 
underlying global and NZ companies.  
 
This means that until all the underlying companies are carbon neutral themselves, 
the CFIs cannot be carbon neutral, unless they offset emissions.  
 
Offsetting is not best practice for investors, it would move the burden of 
responsibility from the underlying companies to investors and would create double 
counting and double paying for carbon credits which would not represent good value 
for the New Zealand public.  
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For this reason, the carbon neutral target date needed to be aligned with the 
obligations of the underlying private sector companies, which is set at 2050 by the 
Paris Agreement and Zero Carbon Amendment Bill obligations. 
 
The CFIs should not be satisfied with minimum standards of meeting the pathway 
set by the Paris Agreement and should be at the forefront of reducing emissions 
while maintaining a sufficiently diversified and value generating portfolio of 
investments.  
 

 
Q: Can the Framework capture other responsible investing issues? 
 
A: The Framework can evolve to other areas of responsible investing in time, including 

environmental, social and governance (ESG) factors. At this stage it focuses on 
climate change expectations where Government expectations/ policy are rapidly 
evolving. 

 
 Boards will require clarity of Government policy for the evolution of the Framework 

and this Government will continue to consider the best way to provide clear 
guidance on complex issues. However, this first iteration on climate fits clearly with 
the Government’s declaration of a climate emergency. 
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Treasury Report:  Crown Financial Institutions – Response to the Crown 
Responsible Investment Framework 

Date:   9 February 2022 Report No: T2022/25 

File Number: CM-3-6-4-6 

Action sought 

  Action sought  Deadline  

Minister of Finance  
(Hon Grant Robertson) 
 
 

 
Minister for ACC  
(Hon Carmel Sepuloni) 
 

Agree to send the enclosed letter to 
the Crown Financial Institutions 
regarding the Crown Responsible 
Investment Framework 

 

Agree to send the enclosed letter to 
the Crown Financial Institutions 
regarding the Crown Responsible 
Investment Framework 

16 February 2022 

 

 

 

16 February 2022 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Jennifer Xie Analyst, Financial 
Institutions 

 

Maureena van der 
Lem 

Acting Manager, 
Financial Institutions 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

If agreed, send the enclosed letter to the CFI Board Chairs from both Ministers. 
 

Note any 
feedback on 
the quality of 
the report 

 

Enclosure: Yes 
NZSF - Crown Responsible Investment Framework Response - December 2021 (Treasury:4612902v1) 
ACC - Crown Responsible Investment Framework Response - December 2021 (Treasury:4612901v1) 
GSFA - Crown Responsible Investment Framework Response - December 2021 (Treasury:4612904v1) 
NPF - Crown Responsible Investment Framework Response - December 2021 (Treasury:4612903v1)

s9(2)(g)(ii)s9(2)(k)
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Treasury Report: Crown Financial Institutions – Response to the 
Crown Responsible Investment Framework 

Purpose of Report 

1. The Crown Financial Institutions1 (CFIs) sent you the enclosed letters which set out 
their commitments to the Crown Responsible Investment Framework (the Framework) 
you issued to them via an enduring letter of expectations in October 20212.  

2. The purpose of this report is to: 

• provide an overview of the CFIs’ commitments to the Framework,  

• advise whether the CFIs’ commitments align with the expectations that were set 
during development of the Framework, and  

• provide a draft response letter for you to send to the CFI Board Chairs 
acknowledging their commitments. 

CFIs’ Commitments to the Framework 

The CFIs’ responses to the Framework is supportive of its publication and the overall 
expectations and principles communicated to them 

3. The CFIs’ supportive tone is expected and aligns with the previous assurances you 
gained from engagements with the Board Chairs. The CFIs have all committed to: 

• achieving a target of net zero carbon emissions by 2050 

• setting interim reduction targets aligned with globally accepted pathways to net 
zero by 2050, starting with 2025 targets, and updating at five-year intervals 

• reporting in a transparent, consistent manner, that allows for comparability across 
the CFIs 

• engagement with investee companies to influence appropriate behaviours toward 
climate change and seeking out positive investments to support the climate 
transition, and  

• undertaking greater collaboration with global investors by signing up to the Paris-
aligned Net Zero Asset Owner Commitment. 

4. Officials are comfortable the commitments the CFIs have made to the Measure, 
Reduce and Influence principles of the Framework are appropriate, and align with the 
expectations set during the development of the Framework.  

 
1  The CFIs captured by the Framework were the New Zealand Superannuation Fund (NZSF), ACC Investments 

(ACC), Government Superannuation Fund Authority (GSFA) and the National Provident Fund (NPF). 
2  https://www.beehive.govt.nz/release/new-investment-framework-aligns-govt%E2%80%99s-2050-carbon-

neutrality-goal 
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5. However, as would be expected, the detailed actions presented are not consistent 
across CFIs and overall the responses provided less detail relative to the commitments 
proposed during the development of the Framework.  

6. Officials are not concerned with this, which is appropriate given the commercially 
sensitive nature of some aspects of the CFIs’ commitments. We will actively monitor 
the CFIs’ actions and reporting to ensure the Government’s expectations are met and 
to ensure you are kept updated on their progress. 

CFIs have set out different interim reduction targets, aligned with or exceeded the 
globally accepted pathways to net zero by 2050 

7. During the development of the Framework, the minimum carbon emission reduction 
target that was established as being aligned with the globally accepted pathways to net 
zero by 2050, was a 50% reduction in the listed equities portfolio emissions by 2025. 

8. The CFIs have committed to using this minimum at the starting point but have set out 
different interim 2025 reduction targets (compared to a 2019 baseline), reflecting the 
differing points on the journey towards net zero: 

CFI Interim Reduction Targets
ACC 60% reduction by 2025, and a 65% reduction by 2030 
NZSF Achieved an 82% reduction, will seek opportunities to reduce further by 2025 
NPF 50% reduction by 2025 
GSFA 50% reduction by 2025  

Next steps 

9. Officials will continue to engage with the CFIs to ensure the commitments are being 
actioned and are aligned with expectations, and we will keep you updated on their 
progress. 

10. A draft letter is attached for you to send to the CFI Board chairs to acknowledge their 
responses to the Framework.  
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Recommended Action 

We recommend that you: 
 
a note that officials believe the CFIs’ commitments to the Crown Responsible Investment 

Framework (the Framework) are appropriate and align with the expectations set during 
development of the Framework 
 

b agree to send the enclosed draft letter to CFI Board chairs to acknowledge their 
commitments to the Framework. 

 
Agree/disagree.      Agree/disagree. 
Minister of Finance      Minister for ACC 

 
 

 
 
Maureena van der Lem 
Acting Manager, Financial Institutions 
 
 
 
 
 
 
Hon Grant Robertson  Hon Carmel Sepuloni 
Minister of Finance  Minister for ACC 

The attached letters are publicly available. They can be found at the following address:

https://www.treasury.govt.nz/sites/default/files/2022-04/oia-20220042.pdf
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