






https://environment.govt.nz/assets/what-government-is-doing/climate-change/2023-08-30-CCCEB-pack.pdf




 
 

FOR INFORMATION ONLY 
 

 

of A3s or slides outlining how we can support collective delivery of these 
Government priorities including implications and trade-offs and what 
decisions are needed to progress these.   

Stage 3 advice  

(tentatively December) 

Setting up for the Delivery of ERP2 

A briefing note that follows from 2a, that 

• Confirms our understanding of new Government priorities, informed by 
information from early engagements agencies have had at a portfolio level. 

• Sets out current state of ERP1 and emissions budgets: 

o Updated projections of progress towards emissions budgets, where 
possible quantifying the impact of new govt policies, while 
qualitatively describing the others.  

o What we consider are the highest priority actions across ERP1 and 
where there are opportunities to rationalise or stop actions. 

• Analysis of the legal implications of any changes to ERP1 that government is 
considering (framed in the context of where there is/isn’t flexibility under current 
law). 

• Agrees a process for developing ERP2 and priorities Ministers have for 
achieving emissions reductions. 

• Setting out the key steps required to publish ERP2 under current legislation (to 
publish by Dec 2024), including consultation, and a proposed timetable for 
delivering this. 

Other material under 
development for early 2024 

• Board's previously commissioned advice on pathways to 2050, and advice on the 
key strategic questions to address in the development of ERP2.  This will be 
ready for early 2024 rather than December 2023. 

• Agencies are continuing to work on their options for delivering abatement within 
the ‘systems’ workstreams that have been agreed in ERP2. 
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Executive Summary 
Purpose 

1. This paper provides context on New Zealand’s climate change architecture to support 
bilateral discussions early this year. It will also support the initial meetings of the 
Climate Ministers Group in February and March when discussions focus on 
progressing the government’s mitigation priorities as part of the delivery of the second 
emissions reduction plan.  This paper provides a summary of: 
• New Zealand’s legislative framework for reducing emissions and building 

resilience to the effects of climate change  

• how New Zealand is progressing towards the first emissions budget 

• where the legislation provides flexibility around meeting emissions budgets; and  

• key challenges in developing the second emissions reduction plan. 

New Zealand’s climate change mitigation architecture 

2. New Zealand ratified the Paris Agreement in 2016. It commits parties to tackling 
climate change and accelerating the actions and investments necessary for 
transitioning to a sustainable low carbon future.  

3. As part of the Paris Agreement, New Zealand agreed to set progressively ambitious 
targets that contribute to the global climate response. New Zealand’s first such target 
(or Nationally Determined Contribution) commits to reduce net emissions to 50 per 
cent below gross 2005 levels by 2030.  

4. The Climate Change Response (Zero Carbon) Amendment Act was enacted in 2019. 
This introduced a framework to manage New Zealand’s transition to a low-emissions, 
climate-resilient economy. The Act is intended to support clear and stable climate 
change policies that provide predictability for New Zealand households, businesses, 
and investors.  It legislates a domestic emissions reduction target to achieve: 

• 10 per cent reduction below 2017 biogenic methane emissions by 2030, and  
24 to 47 per cent reduction below 2017 biogenic methane emissions by 2050 

• net zero emissions of all greenhouse gas emissions other than biogenic 
methane by 2050. 

5. A key requirement in the Climate Change Response Act 2002 (the Act) is the duty for 
the Minister of Climate Change to set and meet a series of emissions budgets in line 
with achieving the domestic target. The Minister must also create an emissions 
reduction plan to achieve each emissions budget. 

6. Emissions budgets have been set for the periods 2022-2025, 2026-2030 and 2031-
2035. These will need to be achieved and reported against as important milestones on 
the pathway to New Zealand’s 2050 target.  

7. The Act requires New Zealand’s second emissions reduction plan to be published by 
31 December 2024. This plan needs to show how New Zealand will meet the second 
emissions budget (2026-2030).  The plan will also be important for supporting New 
Zealand’s pathway to achieving the 2050 target.  

8. The Government must consider the Climate Change Commission’s advice on the 
policy direction for the second emissions reduction plan (released in December 2023), 
in the development of its plan. 
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Your priorities for climate change mitigation 

9. We understand the Government is committed to achieving New Zealand’s 2050 
emissions reduction targets and has a number of key priorities for climate change 
action to support the reduction of emissions. These include the doubling of New 
Zealand’s renewable energy, delivering 10,000 new EV charging stations, and 
supporting new technology to reduce agricultural emissions.   

10. The development and delivery of the second emissions reduction plan is the 
opportunity to both consider the recent advice of the Climate Change Commission, 
bring together the Government’s priorities and set out an overall approach for reducing 
emissions and achieving New Zealand’s targets and commitments.  

11. In addition, New Zealand has an ambitious international commitment, our Nationally 
Determined Contribution, to reduce net greenhouse gas emissions by 50 per cent 
below gross 2005 levels by 2030. This requires significantly more abatement than our 
domestic goals for the same period. The actions taken in this term of Government will 
support progress towards that international commitment. 

12. The Climate Change Chief Executives Board (the Board) will support the 
implementation of your priorities for reducing emissions, including as part of 
developing and delivering the second emissions reduction plan.   

Current progress towards New Zealand’s climate goals 

13. New Zealand is currently halfway through its first emissions budget (2022-2025) and 
the first emissions reduction plan.  The Board can provide you with updates on 
progress with this plan, and with projections of the ability to meet emissions budgets.1 

14. These projections are ‘snapshots in time’ and are subject to uncertainty and change.  
They will change with each update as they reflect updated assumptions about 
economic activity, and the impacts of policy settings.  They will also reflect updates to 
the way emissions are measured (methodological adjustments).  All these factors will 
impact on New Zealand’s ability to meet its budget and change with each update. 

15. The level of emissions permitted in the first emissions budget period is 290 Mt CO2-e. 
The most recent projections show that New Zealand can land within the first emissions 
budget. Emissions are projected to land within a range of 272 to 284 Mt CO2-e. This is 
below the limit for the first budget, with a ‘buffer’ of 13 Mt CO2-e (or 4% of the budget) 
from the central estimate of the range. These projections are based on economic, 
sector data at 1 July 2023 and do not reflect any changes to policy settings since that 
date.  

16. Projections for the second and third emissions budgets are outlined in paragraphs 40-
42 of this briefing.  The Board can provide you with updated assessments of our ability 
to meet these budgets that reflect your preferred policy approach to reducing 
emissions, through the development of the second emissions reduction plan.  The Act 
provides some flexibility to manage the uncertainty over meeting emissions budgets, 
but it is limited.  

 
 

1 The Board can provide regular reporting against climate outcomes, to suit your preferred frequency, e.g. 
quarterly. Updated information on meeting emissions budgets can be provided every six months, reflecting the 
modelling effort required to produce these updates. 
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Purpose 

18. This paper provides context on New Zealand’s climate change mitigation architecture 
to support bilateral discussions early this year, and to support a meeting of Climate 
Ministers in March on developing the second emissions reduction plan.  It provides a 
summary of: 

• New Zealand’s legislative framework for reducing emissions and building 
resilience to the effects of climate change  

• how New Zealand is progressing towards the first emissions budget 

• where the legislation provides flexibility around meeting emissions budgets; and  

• key challenges in developing the second emissions reduction plan. 

Background on the Zero Carbon Framework 

19. The Climate Change Response Act 2002 (the Act) sets out the requirements for New 
Zealand’s domestic response to climate change and creates obligations for successive 
governments. 

20. Over this parliamentary term, you have a series of decisions to make, focusing on three 
milestones in the Act (see Figure 1).  These are significant opportunities for you to 
shape the direction of New Zealand’s transition to a low-emissions, climate-resilient 
economy and ensure New Zealand’s climate response aligns with your priorities and 
preferences.  

 

Figure 1. Upcoming milestones under the Climate Change Response Act 2002 
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A framework to reduce emissions and build resilience was passed in 2019 

21. The Climate Change Response (Zero Carbon) Amendment Act introduced a framework 
to develop clear and stable climate change policies that contribute to global efforts and 
enable New Zealand to prepare for, and adapt to, the effects of climate change. For 
mitigation, this framework established: 
• A Climate Change Commission (the Commission) that provides independent 

expert advice to the Minister of Climate Change on climate change matters 
(including reducing emissions and adapting to the effects of climate change) and 
independently monitors the government’s progress towards its climate goals.  

• A legislative target for 2050 (the 2050 target) that requires: 

— all greenhouse gas emissions (except biogenic methane) to reach net zero by 
2050 and to maintain net zero in each subsequent year 

— gross biogenic methane emissions to reduce to 10 per cent below 2017 levels 
2030 

— gross biogenic methane emissions to reduce to 24-47 per cent below 2017 
levels by 2050. 

• A system of legally binding emissions budgets that cap the amount of net 
greenhouse gas emissions that are permitted across successive five-year periods 
(or four years in the case of the first emissions budget). They are designed to step 
New Zealand towards the 2050 target and balance flexibility with policy 
predictability. The Minster of Climate Change has a specific statutory duty to set 
emissions budgets and ensure they are met. 

• A requirement for emissions reduction plans that contain the policies and 
strategies for meeting the upcoming emissions budget(s) and keep New Zealand 
on track to achieving the 2050 target. The Minister of Climate Change must 
prepare and publish a new plan at least 12 months before each emissions budget 
commences. 

There are statutory requirements that must be met when preparing all emissions reduction 
plans  

22. In preparing the second emissions reduction plan, the Minister of Climate Change must 
consider the Commission’s recommended policy direction and ensure that consultation 
has been adequate, including with sector representatives, affected communities, and iwi 
and Māori.    

23. In addition to setting out the policies and strategies to meet the upcoming emissions 
budget, emissions reduction plans must contain:  

• sector-specific policies to reduce emissions and increase removals 

• a multi-sector strategy to meet emissions budgets and support the ability of those 
sectors to adapt to the effects of climate change; and  

• a strategy to mitigate the impacts that reducing emissions and increasing 
removals will have on employees and employers, regions, iwi and Māori, and 
wider communities, including the funding for any mitigation action.  

24. Figure 2 overleaf shows New Zealand’s climate change obligations and institutional 
arrangements. 
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Figure 2. New Zealand’s climate change obligations and institutional arrangements 
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New Zealand’s unique circumstances influenced the 2050 target 
and Nationally Determined Contribution (NDC) for 2030 

The 2050 target reflects New Zealand’s emissions profile  

25. New Zealand’s emissions profile (Figure 3) differs from other developed countries, 
largely due to the high proportion of its agricultural emissions. In 2021, the agricultural 
and energy sectors contributed the most to New Zealand’s gross greenhouse emissions 
at 49 per cent and 41 per cent respectively. New Zealand’s emissions profile is similar to 
Ireland, where agriculture contributes a large proportion of its annual greenhouse gas 
emissions.2 

26. New Zealand also has a relatively small energy and industry sector compared to most 
developed countries. While New Zealand has high per-capita transport emissions, the 
high proportion of renewable electricity generation has a significant impact on the 
country’s emissions profile and drives up the relative contribution of the agriculture 
sector to the overall profile. 

27. The 2050 target reflects New Zealand’s emissions profile by including a separate 
requirement for biogenic methane (for which there are currently few technological 
solutions and therefore abatement challenges).   

 
Figure 3: Breakdown of New Zealand’s emissions (in million tonnes of carbon dioxide 
equivalent, Mt CO2-e) by sector in 2021 

 

Comparing New Zealand’s domestic target with its key trading partners is complex 

28. While a useful benchmark, comparing New Zealand’s domestic 2050 target with other 
countries is not straightforward. Targets can vary due to a range of factors, including:  

 
2 Ireland’s agriculture sector was directly responsible for 38.4% of its national greenhouse gas emissions in 2022. 
These emissions were mainly methane from livestock, and nitrous oxide due to the use of nitrogen fertiliser and 
manure management. 
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Emissions 
reduction 
plans 

Adjusting 
emissions 
reduction plans 

Emissions reduction plans can be adjusted at any time to retain the 
plan’s currency and respond to changing circumstances. 
You may choose whether to adjust the policy settings without 
changing the published emissions reduction plan or change the 
official emissions reduction plan to keep it current.  
This flexibility in policy approach does not detract from the 
Minister’s duty to meet emissions budgets, however, and a current 
plan may make it easier to demonstrate to the public that New 
Zealand remains on track. 

* Decisions on banking, borrowing and offshore mitigation can only be made after the Climate Change 
Commission provides its final report at the end of the emissions budget period. Its report on whether New 
Zealand has achieved its first emissions budget will be provided in mid-2027 and will contain advice on 
banking/borrowing and the use of offshore mitigation. The Minister of Climate Change must have regard to this 
advice. 

Current status: progress towards New Zealand’s climate goals  

37. Emissions projections make assumptions about the future and are based on current 
knowledge, so are inherently uncertain.  They are the best source of information we 
have about progress towards emissions budgets.  The further out our projections run 
into the future, the greater the uncertainty in the estimates.  Projections will change to 
reflect updated assumptions and information about economic conditions, policy 
effectiveness and how emissions are measured. 
 

38. The projections set out below reflect economic, sector data, and policy settings at 1 July 
2023. As a result, future projections updates will change to reflect: 

 
• Updated information on economic conditions and emissions patterns.  

Projections reflect the best available information on economic conditions, such as 
GDP, and emissions trends, which change regularly.  One example of the latter is 
that current projections incorporate recent data reflecting lower-than-expected 
rates of travel. This decline in travel is not fully understood and a range of factors 
are likely to have contributed, meaning this trend may change in future. 

• NZ ETS assumptions.  The NZ Emissions Trading Scheme (NZ ETS) is a key 
driver of emissions across most sectors of the economy.  Officials discussed in 
recent meetings with you, that the 2023 projections for the transport and energy 
sectors assume a rising NZ ETS price which is unlikely to occur under current 
policy settings. This does not reflect officials understanding of the NZ ETS market, 
as officials anticipate prices are likely to fall around 2030 because of the 
availability of low-cost forestry removals. As a result, the current projections are 
likely to overstate emissions reductions in the third emissions budget period. 2024 
projections will include updated NZ ETS price assumptions and reflect officials 
understanding of the NZ ETS market and impacts including from the above 
effects. 

• Incorporating policy changes. The 2023 projections are based on policy and 
modelling assumptions at 1 July 2023, apart from the NZ ETS settings point noted 
above. Future updates will include the impacts of new policies as well as from 
removing any previous government policies.  

• Measurement changes. Changes to the way emissions are measured occur 
annually, as part of the development of New Zealand’s greenhouse gas inventory 
which is released in April each year. In 2024 the inventory is likely to include 

Sensitivity Classification



  

BRF-3987                                                                              13 
 

significant changes in the measurement of emissions in the agricultural sector 
which will also impact the 2024 emission projections. 

The latest projections show New Zealand can meet its first and second emissions budgets… 

39. Projections based on economic and sector data at 1 July 2023, show that New 
Zealand can land within the first emissions budget.  Emissions are projected to land 
within a range of 272 to 284 Mt CO-2e. This is below the limit of 290 Mt CO2-e for the 
first budget, providing a ‘buffer’ of 13 Mt CO2-e (or around 4 per cent of the first 
emissions budget).5  These projections do not reflect any changes you may wish to 
make to policy settings. 

40. The projections show that New Zealand can also land within the second emissions 
budget. Emissions are projected to land within a range of 267 to 296 Mt CO2-e, which is 
below the limit of 305 Mt CO2-e, with a ‘buffer’ of 24 Mt CO2-e (around 7.8% of the 
budget). Again, these estimates do not reflect any changes to policy settings. 

…but projections for the third emissions budget show our current ability to meet this is 
uncertain 

41. The projections for the third emissions budget show a range of outcomes are 
possible, including both meeting and not meeting the budget. The emissions budget of 
240 Mt CO2-e sits within the projected range of 203 to 264 Mt CO2-e. 

42. The risk of not meeting the third emissions budget is heightened, because these 
projections are likely to overstate emissions reductions for the third budget period. They 
assume rising NZ ETS prices over time, which is unlikely to happen under current policy 
settings. NZ ETS prices are expected to peak and then fall from around 2030 (over the 
third emissions budget period), driven by the supply of New Zealand Units (NZUs) into 
the NZ ETS. 

Timing of future updates  

43. The next projections update will be in the second half of next year including new 
information on the matters sets out above and continuously improved methods of 
making projections. 

 
5 This is calculated from the central estimate of the range. 
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Developing the second emissions reduction plan presents 
opportunities and challenges 

The second emissions reduction plan will set out how New Zealand will meet the second 
emissions budget and provide the foundations for future emissions budget periods   
44. The development of the second emissions reduction plan is a key opportunity for this 

Government to set the path for achieving the second and subsequent emissions 
budgets. 

45. There are several constraints associated with developing the second plan, including 
timing, a need to respond with greater urgency on climate action, steeper targets for 
later emissions budgets, and growing legal scrutiny.   

46. There are three main timing constraints: 
 

• This plan needs to be finalised by 31 December 2024 – one year before the 
second emissions budget period (2026-30) starts and the first emissions budget 
period (2022-25) ends. Engagement with climate Ministers in early 2024 will be 
critical to set the direction of the plan.  

• Preparing the second emissions reduction plan will require close coordination 
across multiple Ministerial portfolios and multiple government agencies. This takes 
time and will need to be prioritised by Ministers and agencies. 

• Public consultation and targeted engagement (including with the private sector, 
local government, and Māori) are critical components (as well as legal 
requirements) that influence the shape of actions contained within the second 
emissions reduction plan. Adequate consultation is needed to ensure that the 
second emissions reduction plan has a strong public mandate. 

Decisions are needed to strengthen and accelerate our existing climate response  

47. The Board’s most recent six-monthly report on the implementation of the first emissions 
reduction plan found greater urgency is needed to achieve New Zealand’s climate 
change goals.  

48. The call for more urgent action reflects significant changes to the context of New 
Zealand’s climate change response over the last six months. These include extreme 
weather events such as Cyclone Gabrielle, which have challenged New Zealanders’ 
(and agencies) understanding of climate change mitigation and adaptation, and how 
they interact. These events highlighted actions included in emissions reduction plans 
need to not only reduce emissions, but also increase New Zealand’s resilience to the 
consequences of climate change.   

Achieving the second and third emissions budgets requires steeper reductions than the first 
one 

49. The emissions reductions required by the first three emissions budgets are significant, 
with the level of reductions increasing over each budget period. Achieving the second 
emissions budget (2026-2030) will require a 15.9 per cent reduction in annual emissions 
(compared to 2021 levels). The third emissions budget (2031-2035) is more ambitious 
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again, requiring a 33.8 per cent reduction in annual emissions (compared to 2021 
levels).  

50. While additional actions are needed to deliver the necessary reductions, they will come 
with social and economic impacts on New Zealand households and communities. The 
Act requires each plan to include a strategy to mitigate distributional impacts to deliver a 
fair and equitable transition.  

New Zealand’s commitments under the Paris Agreement mean deeper reductions are 
required than what will be delivered by the first two emissions budgets 

51. New Zealand’s first Nationally Determined Contribution for 2030 (NDC1) commits to a 
50 per cent reduction of net emissions (below gross 2005 levels) by 2030.6 This covers 
all domestic sectors and all greenhouse gases.  

52. While emissions budgets must be met largely through domestic action, New Zealand’s 
NDC can be met through a combination of domestic action and international 
cooperation. 

53. The domestic emissions reductions that New Zealand achieves in the first and second 
emissions budget periods will count towards NDC1. However, the reductions needed to 
meet NDC1 is larger than what will be delivered by the first and second emissions 
budgets.  

54. Officials currently estimate that NDC1 will require 97 Mt CO2e more emissions 
reductions between 2021 and 2030 than the first two emissions budgets (spanning 
2022-2030 inclusive) and our emissions in 2021. Based on the latest projections, 
meeting NDC1 is likely to require between 60-100 Mt CO2e offshore mitigation. 

55. In developing the second emissions reduction plan, you will need to decide whether to 
drive greater domestic action to help address this shortfall. This decision will have a 
bearing on the amount of offshore mitigation that will be needed to achieve NDC1.  

Climate decision-making is subject to increasing legal scrutiny 

56. Climate change is a highly contested area and legal challenges around the adequacy of 
climate responses are increasingly common – both in New Zealand and internationally. 
This trend is expected to continue.  

57. As a result, there is likely to be close scrutiny of your decisions, including on the 
emissions reduction plans which sets out the actions that will be taken to meet the 
emission budgets, and keep New Zealand on track to meeting the 2050 target. The 
Government’s decisions will need to be carefully documented, reasoned, and supported 
by evidence. Crown Law has provided the Board with advice on climate decision-making 
(Appendix 2).  

Supporting people to act in response to climate change  

58. New Zealand’s transition to a low emissions economy ultimately depends on the actions 
individuals are prepared to take. The next plan will need to design, communicate, and 
implement policy in a way that builds support for making change.  

 
6 New Zealand will need to communicate our second nationally determined contribution in 2025. Like New 
Zealand’s third emissions budget, this will cover the period from 2031-2035. 
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59. Survey evidence shows growing interest from individuals, businesses, and community 
groups in better understanding how and where to take climate action. At the same time, 
many people are not prepared to act if those actions will materially affect their lifestyles.  

60. Surveys also show there is low public awareness of the government’s plans to address 
climate change, and the actions people can take. The second emissions reduction plan 
can address this challenge by providing clarity around the government’s approach and 
how businesses and individuals are, or can be, contributing. 

Next Steps 

61. Bilateral meetings with Ministers Willis, Bishop and McClay are being arranged, as is the 
initial meeting of a climate Ministers group for February. This briefing can support 
relevant Ministers in those engagements. 

62. You are meeting with officials on 23 January at which point any further direction can be 
given ahead of your engagements with other Ministers, or further information provided 
on the legislative framework and development of the second emissions reduction plan.
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