
 

 

Office of the Minister of Climate Change 

Chair, Cabinet Economic Development Committee 

Progressing international cooperation to reduce emissions and complement 
domestic action 

Proposal 

1. This paper seeks Cabinet agreement for New Zealand to identify and develop
options to access international emissions reductions (offshore mitigation).This,
together with New Zealand’s domestic climate action, will contribute towards New
Zealand’s Nationally Determined Contribution under the Paris Agreement.

2. I propose that in accessing offshore mitigation, New Zealand takes a portfolio-based
approach that prioritises sustainable development outcomes in the Asia-Pacific
region.

3. This paper complements the paper Agreement to update New Zealand’s first
Nationally Determined Contribution (NDC1) under the Paris Agreement.

Relation to government priorities  

4. New Zealand has a strong interest in managing an effective and ambitious global
response to climate change. New Zealand is a small actor and cannot unilaterally
prevent the adverse effects of climate change. It is in our interest, as well as those of
our Pacific neighbours, for all countries to commit to and deliver ambitious action.

5. The Government declared a climate change emergency on 2 December 2020, with
the Cabinet Business Committee (CBC) agreeing that climate change “demands a
sufficiently ambitious, urgent, and coordinated response across government to meet
the scale and complexity of the challenge” [CBC-20-MIN-0097 refers]. International
cooperation to reduce emissions would complement the other actions our
Government has taken and is planning to take to address climate change, including
the Zero Carbon Act, New Zealand Emissions Trading Scheme reform, and sector-
specific approaches for transport, energy, agriculture, and waste.

6. Enabling a just transition to a low-emissions, climate resilient future is also a
Government priority. This was emphasised by CBC when they noted the intention to
“put the climate at the centre of government decision-making” and agreed that
“climate change requires decisive action by all levels of government, the private
sector, and communities” [CBC-20-MIN-0097 refers].

Executive Summary  

7. I am seeking Cabinet’s agreement to update New Zealand’s first Nationally
Determined Contribution under the Paris Agreement (NDC1). Cabinet is considering
options for updating NDC1 from its current level as outlined in Agreement to update
New Zealand’s first Nationally Determined Contribution (NDC1) under the Paris
Agreement.

8. Whether New Zealand’s NDC1 remains at 30 per cent below 2005 levels, or is
updated to a higher level, it will require strong domestic action as well as New
Zealand working with other countries to achieve it.

9. Under the in-principle agreed emissions budgets to 2030, New Zealand is anticipated
to reduce emissions by 47 Mt through domestic action [CAB-21-MIN-0320.01 refers].
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Background   

We have committed to updating New Zealand’s First Nationally Determined Contribution 
under the Paris Agreement (NDC1) 

20. The Paris Agreement requires New Zealand to set NDCs with a view to hold the 
increase in the global average temperature to well below 2°C and pursue efforts to 
limit the temperature increase to 1.5°C above pre-industrial levels.  

21. New Zealand’s current NDC1, lodged by the previous Minister of Climate Change in 
2016, is an economy-wide, all gases target to reduce greenhouse gas emissions to 
30 per cent below 2005 levels by 2030.  

22. The previous Government’s approach was to meet NDC1 through a combination of 
domestic reductions, removals, and international carbon markets. Modelling 
undertaken in 2015 showed that meeting New Zealand’s NDC cost-effectively would 
require reliance on international carbon markets.  

23. Our Government has now investigated more thoroughly options for domestic action 
and is prioritising investing in our domestic economy first. However, the previous 
Government’s lack of action on the domestic front means that we will be reliant on 
accessing mitigation from offshore to fulfil our global commitments for some time.  

24. NDC1 was set on the basis that it would be achieved through a mix of domestic 
emission reductions, forestry removals and international cooperation.  

25. In parallel to this paper, I am also seeking Cabinet’s agreement to update New 
Zealand’s NDC1. The options explored for an updated NDC1 are: 

a. 54 per cent below gross 2005 levels by 2030 (45 per cent on a budget 
approach) (Minister of Climate Change’s preferred option) 

b. 50 per cent below gross 2005 levels by 2030 (41 per cent on a budget 
approach) 

c. 49 per cent below gross 2005 levels by 2030 (40 per cent on a budget 
approach) 

d. 45 per cent below gross 2005 levels by 2030 (36 per cent on a budget 
approach) 

e. 39 per cent below gross 2005 levels by 2030 (30 per cent on a budget 
approach) (New Zealand’s current NDC1).  

26. My proposal to update NDC1 is outlined in the accompanying paper Agreement to 
update New Zealand’s first Nationally Determined Contribution (NDC1) under the 
Paris Agreement.  

We need a plan to meet NDC1 

27. There is a clear ambition from the Government, as well as the public, domestic and 
international stakeholders, that our NDC will be met to the maximum extent possible 
by investing in our domestic economy.  

28. Cabinet will make final decisions on the first three emissions budgets (2022-2025, 
2026-2030, 2031-2035) and the first emissions reduction plan (ERP) by 31 May 
2022. The ERP will be informed by expert advice from the Climate Change 
Commission, iwi/Māori, and upcoming public consultation. 

29. The emissions budgets and the ERP will set the trajectory for emissions reductions 
and removals within New Zealand, which will contribute towards meeting our NDCs.  
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30. Due to the challenges of reducing emissions domestically, the Climate Change 
Commission has advised that New Zealand will need to access offshore mitigation to 
complement domestic efforts to reduce emissions to meet NDC1.  

31. The NDC represents a long-term fiscal risk. Previous estimates of the potential costs 
of offshore mitigation required to meet the current NDC1 of 30 per cent have been in 
the range of $ $3.9-$6.8 billion between now and 2030.2 The cost of meeting NDC1 
without offshore mitigation would be substantially higher, with significant economic 
and social implications. 

32. Alongside our domestic action, New Zealand will need  international cooperation to 
meet NDC1. To meet the current NDC1 of 30 per cent emission reduction compared 
to 2005 levels, the proportion of international mitigation would be approximately 50 
per cent of New Zealand’s NDC or around 50 Mt between now and 2030. 

33. In December 2019, Cabinet agreed to a Framework for International Carbon Market 
Cooperation that set out the objectives and principles for any future participation in 
carbon markets [CAB-19-MIN-068 attached as Appendix 1]. This sets out objectives 
for any international cooperation to access offshore mitigation and requirements for 
environmental integrity.   

34. This Government has been clear that we will have strong standards of environmental 
integrity. Environmental integrity means that the offshore mitigation represents  
additional, measurable, and verifiable reductions or removals of greenhouse gas 
emissions (see Appendix 2). Any purchase of offshore mitigation by New Zealand, 
whether that be through linking with other ETSs or cooperation in the Asia-Pacific 
region, will need to demonstrate environmental integrity.  

35. An important part of environmental integrity is ensuring that there is no double 
counting – that any mitigation used towards New Zealand’s NDC is not also counted 
by another country. This requires that a “corresponding adjustment” be made to each 
country’s NDC. Ensuring this occurs will require up-front arrangements with partner 
countries.    

Analysis 

I propose prioritising international cooperation that promotes sustainable development 
outcomes and resilience in the Asia-Pacific region  

36. Meeting NDC1 presents a significant opportunity for New Zealand to reduce its own 
emissions and to support global emission reductions, and there are choices about 
where to prioritise this investment. 

37. In supporting global emission reductions, I propose that we develop an investment 
portfolio that prioritises working with countries in the Asia-Pacific region in ways that 
promote sustainable development outcomes and resilience for those countries.  

38. This cooperation could also have wider co-benefits such as sharing New Zealand’s 
expertise on reducing emissions in areas like forestry or agriculture, strengthening 
New Zealand’s relationship with our partners, and potentially gaining access to new 
emission reduction technologies that could be applied in New Zealand.   

39. For example, we could explore mitigation projects in the Pacific which also deliver 
biodiversity co-benefits and strengthen environmental resilience, climate adaptation, 
ecosystem services and sustainable livelihoods for those which depend on them. 

 
2 These estimates are of the potential costs of offshore mitigation required to meet NDC1 have been based on 
linking emissions trading schemes . These estimates 
have used current and forecast emissions unit prices as a proxy for the possible overall cost of meeting NDC1. 
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27. Invite the Minister of Climate Change to report back to Cabinet in October 2022 on 
progress made in developing the portfolio and international cooperation options for 
Cabinet to consider which are to form part of the plan to meet NDC1; including 
progress made to identify viable cooperation opportunities in the Asia-Pacific region, 
develop ETS links, engagement with iwi/Māori and public//stakeholder engagement 
and additional analysis on financial implications;  

28. Note that the Minister of Climate Change will provide an interim update on progress 
made by the end of May, ahead of the more substantive report back in October 2022; 

29. Agree to update New Zealand’s position on international market negotiations [CAB-
18-MIN-0248 refers] to confirm: 

a. New Zealand’s first priority will be  domestic climate action to help us meet 
our climate change targets 

b. In addition to transitioning our economy and taking domestic action New 
Zealand plans to use offshore mitigation with environmental integrity towards 
NDC1; 

c. We will be seeking a range of potential options for sourcing offshore 
mitigation with environmental integrity and prioritising partnering with 
countries in the Asia-Pacific region in ways that promote sustainable 
development outcomes and resilience; 

d. We will also explore reopening the NZ ETS to international markets with 
environmental integrity through ETS linking. 

30. Note that I propose to communicate this approach as part of any decisions to update 
NDC1.  

 
 
Authorised for lodgement  
 
 
 
 
Hon James Shaw  
Minister of Climate Change   
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Appendix 1: Framework for International Carbon Markets 
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Appendix 2: Environmental integrity considerations  

1. All options for accessing to offshore mitigation must have environmental integrity to meet 
the requirements of the Paris Agreement.   

2. This is clearly outlined as a fundamental criteria and priority for the Government in 
the Framework for international carbon market cooperation agreed by Ministers in 2019 
[CAB-19-MIN-0688]. We note that iwi/Māori and stakeholders (NGOs, NZ ETS 
participants) have consistently raised environmental integrity concerns from any potential 
use of offshore mitigation by New Zealand.   

4. If an option does not demonstrate environmental integrity, it cannot be included in 
our NDC accounting. We note that in their current state, some projects in Appendix 
3, such as projects reducing emissions from deforestation and forest degradation in 
developing countries (REDD+ projects), do not meet expectations of environmental 
integrity. Any mitigation generated from these projects will be highly scrutinized by 
other Parties to the Paris Agreement, and using these projects as is would entail 
significant reputational risks for the Government both domestically and internationally.  

5. In order for any projects/programmes to be considered to have environmental 
integrity, we need to ensure the emissions reductions are real and additional, and we 
must engage with the host country to authorise and accounted for in accordance with the 
requirements set out in Article 6 of the Paris Agreement.   

6. Ensuring environmental integrity requires:    

a. Confidence in a reasonable level of ambition and coverage for the partner’s 
NDC, with regard to national circumstances, and that the partner has plans to meet 
its NDC commitments.    

b. Confidence in an agreed accounting method. The partner will need to make 
corresponding adjustments to their own NDC so we can make use of transferred 
mitigation towards our own NDC. We may not have the method fully agreed up front, 
but New Zealand and the partner need mutual confidence that we will account 
accurately for transfers. The accounting will need to comply with Article 6 rules which 
have not yet been agreed.     

c. Confidence that the programme will be robust in its approach to ensuring real, 
additional, and permanent outcomes.    

7. The specific programme or project that will generate mitigation transferred to 
New Zealand needs to have features that will ensure environmental integrity. These 
need to be quite specific to different types of programmes in different sectors. For 
example, for a forestry project the four aspects to be managed are:    

a. Real and quantified mitigation: Based on accurate, on-the-ground monitoring of forest 
characteristics over time.    

b. Additionality: Confidence that we are either:    

i. Establishing new forest or improving existing forest so that we can quantify 
new carbon removals against a realistic, conservative baseline, or   

ii. Protecting forest that is at real, immediate risk of uncontrollable deforestation 
or degradation. This can be very hard to prove, particularly in developing 
countries which face socio-economic instabilities.    
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c. And, that this action is additional to mitigation which had already been committed to 
regardless of the host party’s NDC strategy, or which would have occurred anyway in 
the absence of the cooperation.   

d. Permanence: Forest removals are always at some risk of reversal. We need 
assurance about how long protection will last, and  accountability if there is a reversal 
event, which may be deliberate deforestation/harvesting, or accidental like fires.    

e. Emission leakage: Some level of assurance that reductions in one place are not 
enabling increased emissions somewhere else. If we protect one forest area, do the 
chainsaws and bulldozers just move on to the next one?   

8. The issues of additionality and leakage may become more manageable if we are working 
on a large enough scale (so leakage has nowhere to go, and additionality can be judged 
in the light of national policies), and if we are working closely with the partner 
government (so we understand the governance and context).    

9. New Zealand continues to support global efforts to discourage deforestation and 
encourage sustainable forest management, including by assisting developing countries 
to overcome capacity barriers to accessing forestry mitigation related incentives and 
investments. This support is separate from our work on cooperation towards the NDC, 
forming part of our climate finance and overseas development assistance 
commitments.   

10. However, we judge that ensuring environmental integrity for REDD+ projects for use 
towards NDCs under Article 6 is likely to mean they would not be cost efficient or reliable 
sources for offshore mitigation towards New Zealand’s NDC1.   

11. New afforestation and reforestation were also supported under the Kyoto Protocol by the 
Clean Development Mechanism, so methodologies were developed in that 
context. While these will need to be updated to align with the Paris Agreement 
context, robust outcomes may be easier to achieve for this type of project than for 
avoided deforestation (REDD+).   
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