.\h‘niu'y!nr the
Environment
Manati Mo Te Taiao

PO Box 10362, Wellington 6143
Website: www.mfe.govt.nz
Freephone: 0800 499 700

18-D-00850

Dear ERIME)]

Thank you for your email of 9 May 2018 requesting the following information under the Official Information
Act 1982 (OIA):

“A copy of all briefings, reports and communications since 26 October 2017 between the Ministry for the
Environment and the office of the Minister for Climate Change Issues on the Zero Carbon Bill”

The scope of your request was interpreted to be all briefings, reports and communications between the
Ministry for the Environment and the office of the Minister for Climate Change between 26 October 2017 and
9 May 2018 that focused on the Zero Carbon Bill. Communication was interpreted to be written and
substantive email communication, as our primary form of agency communication, but not telephone or
meetings.

The 28 documents listed in the table at Appendix 1 are within the scope of your request. Of these, one is to
be released in full and the remaining 27 released with some withholds under the OIA. The withholds are
necessary under s 9(2)(a) (to protect the privacy of natural persons), s 9(2)(f)(iv) (to maintain the convention
that protects the confidentiality of advice tendered by Ministers of the Crown and officials), and s 9(2)(g)(i) (to
maintain the effective conduct of public affairs through the free and frank expression of opinions by officials).
| consider that any public interest in the withheld information does not outweigh the reasons for withholding
it.

Further, some information has not been released on the basis that it is already publicly available (s 18(d)). It is
accessible at http://ourclimateyoursay.nz.

It is important to note that there are a number of matters pertaining to the Zero Carbon Bill that are still under
active consideration. This is because public consultation on the Bill runs through to July 19.

Under section 28(3) of the OIA, you have the right to ask the Ombudsman to review my response to your
request.

Yours sincerely,

| N
el

Director, Climate Change






Appendix 1: List of documents

# | Date Content Decisions OlA
sections
applied

1| 2Nov 2017 17-B-03945 Planning meeting with Minister for Climate Change, Hon Release in part s 9(2)(a)

James Shaw, 2 November 2017 :
s 9(2)(f)(iv)
s 9(2)(g)()

2 | 9Nov 2017 17-B-03965 Draft Cabinet Paper, The 100-Day Plan for Climate Change Release in part s9(2)(f)(iv)

3 | 16 Nov2017 | 17-B-04001 Meeting with Hon Shane Jones, Minister of Forestry Release in part s 9(2)(a)

4 | 15Nov2017 | 17-B-03992 Funding for the Government's 100 day climate change Release in part 8 9(2)(P)(iv)

commitments to discuss with Minister of Finance
s 9(2)(a)

5 | 28 Nov2017 | 17-B-04028 Appendix 2 Zero Carbon Act 100 day commitment diagram Release in full N/A

6 | 29Nov2017 | 17-B-04026 - Climate Directorate Baseline and Funding for 100 Day Plan | Release in part s 9(2)(f(iv)

7 | 1Dec2017 17-B-04066 Cover note for Zero Carbon Act Draft Cabinet Paper Release in part s 9(2)(f)(iv)
s 9(2)(a)

8 | 1Dec2017 17-B-04022 Comms and Engagement on 100 Day Climate Project Release in part s 9(2)(a)

9 | 6Dec2017 Email: briefing_for_next_we..._0_1_20171206_13558340 Release in part s 9(2)(g)(i)

10 | 8 Dec 2017 17-B-04080 — Work programme and budget bids Release in part s 9(2)(a)

11 | 20 Dec 2017 | 17-B-04132 Zero Carbon Bill indicative calendar for January and February | Release in part s 9(2)(a)

2018

12 | 20 Dec 2017 | 2018 Climate Leg Bids Release in part S9(2)(a)

13 | 15Jan 2018 | Email: CC_Adaptation_briefi..._0_1_20180115_102917668 Release in part s 9(2)(f)(iv)
s 9(2)(a)

14 | 26 Jan 2018 | Document: 2018-13-04204 Zero Carbon Bill - possible cross-party Release in part s 9(2)(a)

questions

15 | 26 Jan 2018 | 18-B-04193 Zero Carbon Bill - process until early April 2018 Release in part s 9(2){a)

16 | 9 Feb 2018 EXTRACTS of 18-B-04216 Zero Carbon Bill - Key Messages for Initial Release in part s 9(2)(a)

Ministerial Consultation

17 | 27 Feb 2018 | Email: Bulllets_to_support_..._0_1_20180227_138805975 Release in part s 9(2)(a)

18 | 9 Mar 2018 18-B-04247 — Zero Carbon Bill - Scope and engagement Release in part 5 9(2)(a)

19 | 15 Mar 2018 | Email: Fwd__Zero_Carbon_Bil..._0_1_20180315_121010202 Release in part s 9(2)(a)




20 | 15 Mar 2018 | Email: Draft_PR__Sign_up_to..._0_1_20180315_85116477 Release in part s 9(2)(a)
21 | 29 Mar 2018 | 18-B-04442 Emissions budgets in the Zero Carbon Bill - Issues for Release in part s 9(2)(a)
Discussion Document ;
s 9(2)(f)(iv)
22 | 13 April 2018 | 18-B-04499 Briefing on Zero Carbon Bill consultation schedule Release in part s 9(2)(a)
23 | 13 April 2018 | 2018-B-04492 - Schedule for delivering Zero Carbon Bill advice Release in part s 9(2)(a)
s 9(2)(g)(1)
24 | 16 April 2018 | Document: 18-B-04500 Zero Carbon Bill - A new 2050 emissions target Release in part s 9(2)(a)
s 9(2)(f)(iv)
25 | 17 April 2018 | Email: Additonal_points_if ..._0_1_20180417_131950305 Release in part s 9(2)(a)
s 9(2)(f)(iv)
26 | 19 April 2018 | 18-B-04506 - Zero Carbon Bill - Update on the 2050 Emissions Reduction | Release in part s 9(2)(a)
Target
27 | 20 April 2018 | 18-B-04538 Draft Zero Carbon Bill Cabinet Paper and Discussion Release in part s 9(2)(a)
Document
s 18(d)
28 | 4 May 2018 18-B-04505 Draft Zero Carbon Bill Cabinet paper and Consultation Release in part s 9(2)(a)

s 18(d)
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Planning meeting with Minister for Climate Change, Hon
James Shaw, 2 November 2017

Zero Carbon Act, Climate Commission,
2050 target, climate change board of public sector CEOs
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Who’s who in the Climate Change Directorate

Vicky Robertson
Chief Executive and
Secretary for the
Environment
Mobile 021409992

S, Penny Nelson

Deputy Secretary
Environmental
Performance, Innovation &
Climate

Mobile 021460160

Kay Harrison

Lead Negotiator
International Carbon
Markets team
Ministry for the
Environment staff, co-
located at MFAT

CLIMATE DIRECTORATE

*  Approximately 40 Full Time Equivalent
staff

*  Operating budget of approximately
$8.6 million

Roger Lincoln

Director

Climate Change

Mobile 0272907625 —

S 9(2)(a)-
Protection of
natural persons

Craig Salmon

Manager

Climate Change Policy

Mobile 0220685505

* NZ Emissions
Trading Scheme.
(ETS) policy

* Forestry > )

Agriculture, "

S 9(2)(a)-

Protection of .Bridget Fraser..

natural persons Manager, | |
Clim@até,Change
Amalysis

Mobile 0211806739

«“=Greenhouse gas
emissions

* Science &
reporting for UN
Framework
Convention on
Climate Change &
Kyoto Protocol

natural persons

S 9(2)(a)-
Protection of
natural persons

“_J“anibne Smith
{ Manager

IProtection of
Inatural persons

€limate Change Policy
Mobile 0211447617

e Zero Carbon Act
legislative
programme

*  Budget 2018

S 9(2)(a)-
Protection of
natural persons

Bill Naik

Manager

LUCAS (Land Use

Carbon Analysis

System)

Mobile 0272491258

* Reporting

* Modelling and
analysis

* Dataand evidence

* Science and
methodology

Mark Storey

Manager

Climate Change Policy

Mobile 0220687443

e Adaptation

* International

* ETS operational
policy

* Transport

* Climate finance

*  Natural Resources
Sector Iwi Leaders
Group

Paul Alexander

Programme Director

Transition to Low

Emissions Economy

Mobile 0212430685

* Transition to a low

emissions economy

* Government
procurement

* Energy

*  Productivity
Commission




Ministry for the

Environment Principles and priorities

Manatia Mo Te Taiao

— 100 DAY PLAN

¢ Set the zero carbon emissions goal and begin setting up the independent Climate Commission

¢ Introduce a Zero Carbon Act and establish an independent Climate Co on

¢ Adapt and make progress to the goal of a Net Zero Emissions Economy 050 Q
¢ All new legislation will have a climate impact assessment analysis 9 O
ed

¢ A new cross-agency climate board of public sector CEOs will be es@i

PRINCIPLES

* Bringing people along on the journey: a transp d parti

=

are

¢ Helping people plan ahead by being clear abo&the a ns are now: investment predictability
e Enduring institutional arrangements for cli ange @trong environmental governance

e Ensuring a just and efficient transition Q~ . C}

¢ Having the right information to make good decisic \ound data and evidence

approach to policy-making

CLIMATE LEGISLATION’S OBJECTIVES

e Lead the global effort

* Provide certainty for businesses: drive innovation
¢ Bind future governments

* Achieve cross-party and business support

Making 1_lotearoa Ne.w Zealand
What are your objectives for climate change? m the most liveable place in the world

Aotearoa - he whenua mana kura mo te tangata




Minisry for th Timefram
Environment

Manata Mo Te Taiao

es for introducing legislation

KEY MESSAGES
Ministerial consultation & initial Cabinet policy At least 1 month . Key deliverable for 100 Day Plan: Government has proposed that
approvals officials draft a Cabinet paper for November setting out timeframes
Public consultation 4-6 weeks and process for developing the target, and introduce legislation if
Final policy developed & approved by Cabinet 1 month neede
Drafting the bill & Cabinet approval to introduce bill At least 3 months @
- Ep— p— . ferred o@n Bill introduced mid-2018) is set out below. This
::"::cmn i'tl o . Weeth d enab overnment to make announcements in Dec 2018
ect ~ommittee months on the timingfor introducing a bill, and proceed at pace to get
Second reading and Committee of the Whole House At least 2 weeks Iegisla@ force. It also builds in extra time for Ministerial
Third reading and royal assent 1 week 6 Qon\w .z
PREFERRED OPTION: INDICATIVE TIMEFRAMES 6
\
*EARLY NOV: Draft Cabinet paper on timeframes and process to yo iew/d '
o . *LATE NOV: Cabinet decisions on timeframes/process (after COP@
ULEILEIEE o ATE NOV / EARLY DEC: Public announcements on agreed p. Q
approvals @ )
[/ \
*LATE JAN: Final Ministerial decisions on conte bublic consu )
*FEB: Discussion document drafted, and other engagement t ped
Public *LATE FEB: Approvals to release discussion document and engagement
e *MAR —APR : Public engagement period )
N
*MID APR: Briefing and draft Cabinet paper seeking final policy approvals to you for review/decisions
. . *LATE APR: Final policy decisions for content of Bill agreed by Cabinet and public announcements
Final policy SNIVINIVING Drafting instructions sent to Parliamentary Counsel Office
approvals )

Drafting &
introduction

*MAY: Drafting of the bill

*EARLY JUNE Final draft Bill received

*JUN — JUL: BORA vet, final LEG and Cabinet approvals to introduce
*MID JULY: Bill introduced

the most liveable place in the world
Aotearoa - he whenua mana kura mo te tangata




Ministry for the

Environment

Manata Mo Te Taiao

Climate Change Commission

Objective for a Climate Change Commission:

Establish an enduring institution that will undertake functions to contribute to New Zealand:
* transitioning on a just and efficient pathway to a net zero emissions economy

* having the ability to adapt to the impacts of a changing climate (climate resilience)

* meeting international obligations.

Strategic Choices

The climate change commission is a means of keeping future Governments on track to meeting the
long-term emissions reduction commitments. There are choices to make about the powers the
commission has to meet this aim, which needs to be in balance with the ability of future
Governments set their own policy objectives. This could impact how enduring the institution is, as
well as how much consensus there is around establishing the commission, and how challenging the
emissions reduction target is to meet.

We would like to discuss with you:

Core set of functions:
Preferred position on scale of options
presented here, and functions given 1.
to the commission 2.
How to ensure any new institutional

arrangements can be an enduring 3
anchor for future climate change 4.
policy. 5

6

The core set of functions for the Commission to undertake as set out in the Government’s policy documentation are:
Co-ordinate the development of a just transition plan to a low-emissions and climate resilient economy
Recommend what the emissions reduction targets should be over time, and identify the financial and other
consequences of achieving them or not

Set up and run a carbon budgeting process for achieving the emissions reduction targets

Tracking and reviewing the emissions reduction targets

Tracking and reviewing the effectiveness of the just transition plan and its sectoral parts

Provide advice to Government on climate change matters as requested (which would include matters such as advice
re into the ETS, anticipated future carbon price, plan a transition to 100% renewable electricity by 2035)

s policy compmit on the commission relate to emissions reduction. There could be a role for the
supporting t%onse to climate adaptation, as is the case for the UK Committee on Climate Change. We

of this with you.

Fewer powers, less consensus required

Advice-based
Description Has the ability to provide independent expert advice and
recommendations to influence executive behaviour.
Example Parliamentary Commissioner for the Environment

Functions of commission Functions 1, 2 and 6.

Functions of executive * Sets targets
* Sets carbon budgets
*  Produces plan to meet targets and budgets
* Sets policies to achieve targets and budgets

Functions of public sect *  Provides policy advice on targets, budgets, and policies to achii
agencies them.
Implications *  Advice can be ignored by Government, little additional

accountability.

Assessment Not binding enough

¢
Has the ability to provide ind@n advi

d O 2CQO i
with the expectation that endations are nless justification for

an alternative is provide
Has the ability to tx m 0 account for performance

against the adopt

n |llimate Chan,
through 6 Ii®

parently hold Go

UK Committ

All fu @
S rs slightl e UK approach where:
e carbon budgéti rocess is run by the executive; and
\ lans to wjdg are led by the executive.

Seftar,

. appropriate.
d to have a plan to meet carbon budgets, and plan is critiqued by

@ * Ado %ts as recommended by commission, or justify why a different
&
- u-
\nmission
K&ﬁs policies to achieve targets and budgets

* Provides policy advice on targets, budgets, and policies to achieve them.

* Requires Government to be transparent about the pathway toward the long
term goal, and be accountable for progress towards it.

More power, increased consensus required

Independent authority

Has the authority to take independent decisions to ensure Government policy is
achieved.

Reserve Bank

All functions 1 through 6, and the power to direct Government to act such as:

Directing carbon budgets
Directing plan to achieve targets and budgets
Control policy levers to meet budgets.

Sets targets
Adopts budgets as directed by commission
Adopts plan to meet carbon budgets

Provides advice on long-term targets
Provide advice on policies not covered by the commission to give effect to
directions from the commission.

Government sets the policy parameters (eg, level of target, gases covered,
timeframe).

The commission would have the mandate to achieve that goal independent of the
Government. They would need to be given the functions, powers and resources
to do this.

The distributional impacts of policy decisions in climate change mean that
Governments are very likely to want to have influence in these areas. Eg, unit
supply in the NZ ETS, resource management policy.

This is the recommended range, but further work is needed to consider how to ensure the commission is enduring and practical.

Making Aotearoa New Zealand
the most liveable place in the world

Aotearoa - he whenua mana kura mo te tangata




Vivid’s Net Zero 2050 scenario includes significant innovation and investment

2 0 5 0 ta rget To meet Vivid's Net Zero Emissions 2050 Feasibility & indicative calculations

Ministry for the

® Ener * Transition to 100% renewables: new
Environment o
Technically feasible with new investment
Manata Mo Te Taiao *  Electrification of low grade heat (75%) and over-build (to achieve security of
Industrial by 2050 supply)
Processes *  Industry closures: petroleum

(refineries) aluminium, iron and steel

Options for the 2050 target Via compliance channels: *  Electrification of transport : 85% Electric  Feasible with price parity (mid-2020s), no

Transport Vehicles (EVs) supply constraints of EVs, widespread

2) Hybrid: *  Modal shift to 25% of domestic freight charging infrastructure available
1) “Net Carb i 3) ‘Net Zero onto rail Electrification of rail freight network
et Carbon Net Carbon Emissions’
Zero’ Ze *  Low-cost methane inhibitor vaccine
CO. +N.O ro now CO,+N,0 +CH, effective from 2020 - hallengi ilability of
(I o: Iivez d) + review clause, (includes short Agriculture  *  New breeding techniques, new feeds vaZZienz l?y;?)gllg?s da::i)tafull SVICHCVICESE
V'mdg + allowing lived) * Lower livestock numbers, as land use
id: achieve extension to Vivid: achieve changes
38 Mtco,-elyr by2050 ‘Emissions’ 20 moz_elvr bym
n g:/e o | O s Net Zero Emissions needs 1.1—2.35

million hectares, approx. 2 billion trees

orest
g ambition & economic cost \ :

Increasin

A )
Thé trapsition pathways over time

Advice 0 7
>

N
&\

Gross Emissions

80 -

* There is a significant difference in (current) feasibility between Net Carbon Zero and Net Zero Emissions

* How the target is defined is critical - cross-party and industry support will rely on perceived feasibility and ir@

* Science says focus first on carbon as effects last longer, then focus on short-lived gases
* Achieving the 2030 target will be challenging. The Vivid Net Zero 2050 relies on significant innovatior@ mation will'me 60 -

significant policy interventions and investments. Net Emissions

* The Royal Society; Globe-Vivid; the Productivity Commission and PCE work did not estimate costs of transition @ 40 - Example:

* Information on economic, fiscal and social impacts is like \WEIEC) QR ICEERERERFTIRIL] . We won’t be 2025 Review
able to provide detailed advice transition pathways. 20 -

*  We will be able to provide estimates of overall impact. The current Paris 2030 targ \nﬂbitious an@ires 220 MtCO,-e. ?'E)m':::if:r:
Achieving the Paris target would take us almost to Net Carbon Zero in 2030. Imp timates fo is target were $3.8 0 )
billion/year (around 1% of GDP). Over the ten years this would be $14-36 if 80% via iate(national units , or $72 billion ‘ ' ="\ ‘

, <7 -~ I_ T
if met domestically). The Stern Review estimated 1-5% of GDP. 1990 2000 2010 20’20 ¢ 2 \ 2040 2050
\

o
*  We will extend the Paris target analysis to 2050. And first outputs of Vivid’s work su Ngg Productivity Commission will =20 | Forestry Sequestration ' \ ’
be available in December 2017.

* Detailed sector specific analytics on marginal abatement cost curves (MACCs), a @ le of economy effects, is underway -840 ! Gross and Net: MyE for 7th National G ication. s ion via UNFCCC
within MfE’s Transition Hub including work across agencies.
OIS 9(2)(f)(iv)- Confidentiality of Advice :
IS O(2)(T)(iv)- Confidentiality of Advice ﬂb“e’“e"t costs unknown \

. . o o o - S 2050 target
We’re working to understand abatement costs, distributional and whole of economy effects and optimal policy levers T
N\
Has been established to Is newly staffed by economists Is pla:nlor:ij::rfac:mirzsg,;onlng Modelling is'mt')re complex than ever.
MFE’S establish information on , and includes a wider inter- abate%nent inon ZZ sectors: undertaken. Slml!arw?rk took 2 years in
sector-specific abatement cost agency Transition-hub working : Y - UK, based on McKinsey’s MACC modelling.
TRANSITION HUB agriculture, energy, transport,
curves and whole-of-economy group: MfE + MPI, MOT, MBIE, industrial processing and The Transition hub ‘s advice on implications ____2030target ~ 53.80fyr
effects Treasury, MFAT forestry. is expected Q4 2018.
J
h - "
The T-hub is partnering with stakeholders to support climate actions & drive behaviour change through policies with sector support. Zow hanging ' Abatement
A core aim is an open, transparent data and evidence base to support innovation and future policy initiatives fruit
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Ministry for the

Environment Next steps and decision points

Manata Mo Te Taiao

Would you like a meeting to be set up between you, the Minister of Finance
(Hon Grant Robertson) and the Minister for the E@/lronqjent (Hon David
Parker) to discuss these matters?

Would you like to discuss these matters Q@% m|c departmental Deputy
Chief Executives/Deputy Secretanes&\&B sury, MPI, DPMC)?

Are you happy with the tlmefra,#s %«thery of our next advice (including a
draft Cabinet paper setting N@the\i posed process for public engagement
and passage of the Zero

Q

Would you like an extra we@ly officials’ meeting on Zero Carbon Bill so we can
seek week-by-week direction?

Making Aotearoa New Zealand
the most liveable place in the world
y Aotearoa - he whenua mana kura mo te tangata




Minmistry for the
Environment
Manatie Mo Te Taius

To Hon James Shaw, Minister for Climate Change Date: 9 November 2017
Tracking #: 17-B-03965

Security | In confidence Number of Attachments | Two

Level

Date Submitted: | 9 November 2017 Response needed by: 21 November 2017

MfE Priority: Urgent Action Sought: Decision

Draft Cabinet paper: The 100-Day Plan for Climate Change

Purpose
1. The purpose of this briefing is to:

1.1. obtain your agreement on the proposed process for intraducing the Zero Carbon
Bill, and begin setting up institutional arrangements, (e a Ministerial Advisory
Committee and public sector Chief Executive Board)to drive climate change action

1.2.  highlights options, issues and risks we hav€ identified around the Ministerial
Advisory Committee ~

1.3. seek your comments on a draft Cabinet;Busiriess C_onimittee paper (attached in
Appendix 1), to be discussed at Cabinet Business, Committee on Wednesday 29
November 2017.

2. This briefing also attaches our preliminary.policy advice (Appendix 2) on the scope and
definition of a new 2050 emissions”reduction targetyand the roles and functions of an
independent Climate Change Commission.

2.1. The advice is a starting point because"fyqu do not need to make decisions on these
policy proposals ahedd of'the Cabinet'Business Committee on 29 November.

2.2. We will provide ydu .‘f‘urt‘her advice (developed alongside other agencies) through a
series of briefing notes onkey iSsues over the coming months. This will enable you
to seek Cab nfet‘approval on‘preferred options for public consultation in early 2018.

Key messages

3. The Government has commi{ted to setting a zero carbon emissions.” goal and begin
setting up the independent Climate Change Commission (the Commission) within the first
100 days. Cabingét ag;ced for you to lead this work [CAB-17-MIN-0486 refers].

4. On 2 November 2017, you met with officials to discuss potential options. You indicated
that you would like to take a paper to the Cabinet Business Committee in November 2017
setting out your preferred process.

5. We consider there are six phases to this work:

1) SIGNAL: Announce the intent and timing for a Zero Carbon Bill, and begin setting up
the institutional arrangements to drive climate change action [Cabinet decisions:
agree process for Zero Carbon Bill in 2018, and establish a Ministerial Advisory
Committee and Chief Executive Board]

2) DEVELORP: Identify policy objectives, develop options and discuss with colleagues

3) ENGAGE: Engage with the public, stakeholders and iwi [Cabinet decision: release
consultation document on proposed content of Bill with preferred options]

! Not defined in Government’s 100-Day Plan.



7.

4) FINALISE: Finalise policy decisions following public consultation [Cabinet decisions:
agree policy to be drafted in a Bill]

5) INTRODUCE: Draft and introduce a Bill [Cabinet decision: agree to introduce a Bill]

6) IMPLEMENT: Pass the Bill and implement the Act (including formally establishing the
Commission) once it is in force [note we will advise you on procedural and
implementation steps for this phase in mid-2018].

As discussed at a further meeting on 7 November 2017, we recommend that you take the
time to build in a stronger evidence base on the impacts and opportunities of a proposed
target before going out for public consultation (i.e. in May 2018, rather than March 2018).

More detail on the timing and decisions required for each phase is provided below.

Immediate actions

8.

Suggested immediate actions for you for the week ahead include:

8.1. Reviewing the draft Cabinet paper (which has been Jthrough, cross-agency
consultation) - note that providing feedback to officials\while you~travelling would
help speed up the process

8.2. Consulting with your colleagues on the draft.reecommendations between now and
20 November 2017 (in particular, the Minister/of Finance)

e Under the Public Finance Act 1989 _Jyou are (required to consult with the
Minister of Finance on the finaneial implicatigns, 6f"any papers you submit to
Cabinet.

o Key areas of interest for the Minister of(Finance is the size of the bid and why
it is required. This information is setout in the Financial Implications section of
the Cabinet paper, at'paragraphs.66,70: Note the figures in the Cabinet paper
are based on the intér’im Comimit.ee/considering your three priority areas.

e We therefore-tecommend thatyou call the Minister of Finance while you are
away in Bonp; and follow up*with a meeting on 20 November 2017 when you
are back-in New Zealand. We will provide you with a briefing to support you in
this7discdssion.

e In the interim, we"will continue to work with the Treasury on this issue.

8.3. Providing final feeédback to officials on the draft Cabinet paper before 21 November
2017, so it can be lodged with Cabinet Office by 10am on Thursday 23 November
2017, for consideration by Cabinet Business Committee on 29 November 2017.

Ministerial Advisory Committee: Options, Issues and Risks

9.

10.

11.

In our discussion with you, you indicated that you wanted to see progress on specific
issues — inclusion of agriculture in the NZ ETS, transition to 100% renewable electricity,
and transport — in advance of the full establishment of a Climate Commission in 2019. To
that end, you were interested in the option of establishing an interim advisory body to
provide advice on these issues. This body could be the precursor to the Climate Change
Commission.

In setting up any interim body, it will be important to bear in mind your ultimate goal for
the Commission, which is to establish a set of enduring institutional governance
arrangements able to prepare New Zealand for a thirty plus years of reducing emissions
and tackling climate change, and to bring all parties and communities along the journey.

Accordingly, we consider that cross-party support will be essential on the terms of
reference and membership of any such interim body. Proceeding without such support
has the potential to undermine any longer term institutional arrangements.



12. There are also trade-offs in terms of what, and how much, you ask such an interim entity
to undertake. The more substantial its work programme, the greater the risks to the
timeliness of the advice. It is important to the credibility of the process that the work
programme is manageable, and demonstrate how the Commission would work in
practice on a particular issue.

13. As a result, you may want to focus in the first instance on agriculture and take forward the
work on transport and energy through other processes (e.g. the CE Board).

14. Further, we recommend the scope of the assessment of agriculture should be broadened
to include the contribution the sector can make to emissions reductions in New Zealand.
The treatment of agriculture is complex, and limiting the assessment to the inclusion of
the sector in the Emissions Trading Scheme could result in missed opportunities.
Broadening the scope could also help in securing cross-party support.

15. There are two broad options for how you could proceed with this work which will meet
your goals of receiving advice and delivering outcomes in your priority areas while
preparing the ground for an enduring institutional framework:

Option 1:

15.1. Task an interim Committee with producing recommendations’ on whether
agriculture should enter the Emissions Trading, Scheme andthe contribution the
sector can make to emissions reductions«in New Zealand;

15.2. Seek cross-party agreement to the membership, termS efreference for the interim
Committee

15.3. Task the Climate Change Chief“Executives board“with providing you and your
colleagues with advice on transport and the renewable energy target.

Option 2:

15.4. Task an interim Commiite€ with producing recommendations your three priority
areas of agriculture /€nergy and transport.

15.5. Seek cross-party .agreementito\the membership and terms of reference for the
interim Committee

16. With regard to'transport, we are aware that there are opportunities to make progress on
reducing emissions’ in this_sector, and that officials from the Ministry of Transport have
prepared a briefing for*their Minister that could support decisions that could be made
earlier and not need( o be 'progressed through a body acting as a pre-cursor to a Climate
Commission.

17. There are also financial implications of the option you take. We estimate Option 1 (i.e.
agriculture only) to cost $1 million in financial year 17/18, while Option 2 (i.e. all three
issues) to cost $1.4 million in financial year 17/18.

18. The Ministry for Business Innovation and Employment (MBIE) can provide further advice
on whether progress can be made on energy (such as energy efficiency and process
heat improvements), and further discuss with you the timing and urgency of advice on
renewable electricity.

19. The Ministry for Primary Industries (MPI) has indicated that they may advise against
setting up a Ministerial Advisory Committee in the interim ahead of establishing a Climate
Commission, and signal a preference for advice being sought from officials through the
normal process within the next 9/12 months).

Advisory Committee, a Ministerial Inquiry, or other options such as a role for the
Productivity Commission or the Parliamentary Commissioner for the Environment.

20. There are options included in the background briefing note that include a
Ministerial



21. We would like to discuss these options further with you before lodgement of the paper,
and have put a placeholder in this section of the attached Cabinet Paper.

Further information on next steps
Phase 1: SIGNAL

22. The purpose of Phase 1 is to announce the intent and timing for a Zero Carbon Bill, and
begin setting up the institutional arrangements to drive climate change action. It consists
of three key milestones:

1) Ministerial consultation on the Cabinet paper — particularly the Minister of Finance on
the financial implications of setting up the Ministerial Advisory Committee (now until
20 Nov 2017)

2) Consideration by Cabinet Business Committee (29 Nov 2017) and Cabinet
agreement (4 Dec 2017)

3) Public announcements on proposed process (5 Dec 2017).

4
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23. The draft Cabinet paper is.attached. In‘addition to confirming the process steps for Bill
introduction, it also seeks Cabinet agreement (outside of a Bill process) to:

23.1. establish a newpublic sector,Climate Change Chief Executive Board (the CE
Board) by February 2018 to coordinate sector efforts to reduce emissions and
drive economie’ change

23.2. establishha Ministerial Advisory Committee to provide advice on priority areas in
2018

23.3. invite yougtonreport back within six months on introducing a climate impact
assessment requirement for all new legislation (following further work by officials
on options).

Phase 2: DEVELOP

24. The purpose of Phase 2 is to identify key policy objectives, develop preferred options,
and engage with Ministerial colleagues on these. It consists of three components:

1) Options analysis and advice by officials through a series of briefing notes on key
issues (now until Mar 2018)

2) Ministerial consultation on non-Bill matters, such as the details of the CE Board and
Ministerial Advisory Committee (Jan-Feb 2018)

3) Ministerial consultation on the content of the proposed Bill and options to be included
in a public discussion document (Mar-Apr 2018).

25. We suggest convening an informal Ministerial group to receive and test key pieces of
advice, prior to seeking final policy approvals through the Environment and Climate
Cabinet Committee.



25.1.

25.2.

You may wish to discuss with your colleagues their preference on how this group
would operate, but we would suggest the membership would need to be across
both the environmental and economic portfolios.

Membership could include Ministers who hold the following portfolios: environment,
forestry, agriculture, transport, economic development, energy and resources,
finance, and innovation.

Phase 3: ENGAGE

26. The purpose of Phase 3 is to engage with the public, stakeholders and iwi on the
potential scope and content of the Bill. It consists of three key milestones:

1) Drafting of a public discussion document and development of other engagement
media (Apr 2018)

2) Cabinet approval to release discussion document (April/May 2018)

3) Public engagement on definition of the new target, and the form, function and powers
of the Commission, and any other matters to be included in the Bill (May-Jun 2018).

27. As noted above, we recommend consulting in May 2048 xather than March 2018. This
will mean:

27.1.

27.2.

We will have more detailed information on=the, impacts of the proposed target
across society (including, e.g. the impaets; on elegricity bills for individual
households) which can be incorporated into rhe discusSigrvdocument.

Consultation would happen after thezProductivityt, Gommission's draft report” on
transitioning to a low emissions eeonomy is released. This means the Productivity
Commission's consultants' mogelling can feed “ato our analysis, ahead of wider
public engagement on the Bill

28. If you wish to fast-track the Bill process, youscould publicly consult in March 2018. This
means that a Bill could be.introduced ineJuly/2018, and be in force by February 2019
(approximately four monthsearlier than-the'recommended timeframes).

28.1.

28.2.

However, this, also means we“would have limited information on transition
pathways andisector-specific or distributional impacts to share with the public (i.e.
we mightbetable to provide an indication of the target’s effect on GDP, but not
what it'eould®mean for individual households).

Analysis will likély besbased on work provided to the Productivity Commission and
extensions to inexact 2015 modelling of the 2030 target.

Phases 4 & 5: FINALISE & INTRODUCE

29. The purpose of these phases is to finalise policy decisions, and draft and introduce a Bill.
It consists of the following key milestones:

1) Submission analysis and refinement of policy advice by officials (Jul 2018)

2) Ministerial consultation and final policy approvals by Cabinet (Aug 2018)
3) Bill drafting by Parliamentary Counsel Office (Aug-Sep 2018)

4) Bill of Rights vet and Cabinet approval to introduce the Bill (Oct 2018)
5) Introduction and First Reading (Oct 2018)

6) Consideration at Select Committee (Nov 2018-May 2019)

? Draft report released in March 2018, public consultation on report in March-April 2018, final report to be provided
to the Government in July 2018.



7) Second Reading (June 2019)
8) Committee of the Whole House (June 2019)
9) Third reading & Royal Assent (July 2019)

30. We will provide you more detailed information on the procedural steps (and work with
your Office on communications materials for Bill introduction) in mid-2018.

Phase 6: IMPLEMENT

31. The purpose of these phases is to implement the Act once it is in force. This would
involve seeking appropriations, formally appointing the members of the Committee and
mandating it to begin its work. We will provide you with further advice on this (along with
an implementation plan) in 2018.

The outlook ahead

32. A diagram of how all the pieces fit together (i.e. the Bill process, the set-up of the two
new institutional bodies, and some important pieces\of\he climate “¢hange work
programme is provided over the page.



Diagram A: The outlook ahead
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Recommendations

We recommend that you:

a.

agree to the process outlined above, which enables you to announce your intent for a
Zero Carbon Bill (and the process and timing for this) on 5 Dec 2017, publicly consult on
preferred options in May 2018, and introduce a Bill in October 2018

Yes/No

note that, in addition to confirming the process steps for Bill introduction, the draft
Cabinet paper (attached in Appendix 1), also seeks Cabinet agreement to:

e in principle to establish a new public sector Climate Change Chief Executive Board
(the CE Board) by February 2018

e establish a Ministerial Advisory Committee to provide advice on the priority areas of
agriculture, transport and energy in 2018 (noting that this will happen outside of the
Bill process and will have its own Cabinet paper in Februany.2018)

e further work by officials on options for introducingy & climate impact assessment
requirement for all new primary legislation, and that younreport back.to Cabinet within
six months on this

consult with your colleagues (including Ministe’s”who hold.the following portfolios:
environment, justice, Crown/Maori Relations, Maori“development; forestry, agriculture,
transport, economic development, energy and,resources; finance, and innovation) on the
draft Cabinet paper

Yes/No

provide feedback to officials on the draft Cabinet\paper before 21 November, so it can
be lodged with Cabinet Offices by 10am«ons, Thursday 23 November 2017, for
consideration by Cabinet Business*Committee'on 29 November 2017

Yes/No

note we will work “with your @ffice on drafting public announcements and
communications materials following Cabinet agreement on 4 December 2017.

Signature

Roger Lincoln
Director, Climate Change

Hon James Shaw
Minister for Climate Change Date
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APPENDIX 2: PRELIMINARY ADVICE ON POLICY OPTIONS

Purpose

This paper provides you with the additional information on the policy proposals in the
attached Cabinet paper on the Zero Carbon Bill. The analysis presented here acts as the
starting point for further policy advice to be developed over the coming months.



A 2050 target

Objectives

1.

The critical objectives to consider when designing the 2050 target are :

1.0. bringing people along on the journey: a transparent and participative approach to
policy-making. This includes, if feasible, cross party consensus.

1.1. helping people and businesses plan ahead by being clear about what the aspirations
are now: investment predictability.

1.2. ensuring a just and efficient transition.

Recommendations

2.

Recommendations are that Cabinet agree in November 2017:
2.0. that the Zero Carbon Act will define a 2050 target.
2.1. the process that will be followed to set the 2050 target.

Restricting Cabinet's agreement in November 2017 o these two matters allows for
consultation during 2018 on the definition of the target that'is accompanied by information
on the target’s required economic transformation. ~Sharing information on future impacts
on the economy as a whole, on sectors, international competitiveness, households and
distributional impacts across society will ensure peoples~businesses and Ministerial
colleagues understand the implications and ‘are brought on the journey. Cross party
consensus on the target will also be more likely with a consultative process.

Analysis of the impacts of the targetiis complex, and so'we include information below on
the analysis that is underway to estimate impacts of the 2050 target, and the timeframe
for delivery of this modelling.

Options for where the 2050 target'is defined

5. The proposal: a 2050 target is defined'in the Zero Carbon Act.

6.

Alternative methods+to'set a target include as set out in the options below:

s9(2)(f)(iv) - Confidentiality of advice

Highlighted in a case study later in the paper, the UK Climate Change Act requires that
emissions targets are set in legislation. The UK Act requires the Government to develop
proposals and policies that will enable emissions to be kept within carbon budgets, and
the Committee on Climate Change provides advice on carbon budgets:

7.0. on the level that a budget must be set at.



7.1. the extent to which the budget should be met by purchasing international carbon
credits

7.2. and the extent to which the budget should be met by sectors of the economy within
carbon trading schemes.

8. As per the Cabinet paper, a 2050 target set in the Zero Carbon Act is recommended.

Options for the process that will be followed to set the 2050 target

9. The proposal: Cabinet agree the process as set out in this draft Cabinet paper, with key
dates being the consultation stage and final decisions by Cabinet on the definition of the
target.

10. Alternatives to the process above are following a shorter or longer timeframe.

11. Clearly, the decision on how the 2050 target will be set will determine the process
followed for recommending and Cabinet agreeing the 2050 target.

12. As the Cabinet paper recommends including a 2050 target in_the Zero Carbon Act, it is
recommended that the proposed process - of public consultation'then and a decision by
Cabinet on the 2050 target — is followed, along the proposed timeline.

Decision to be made after November - Definition of the 2050 target

W s9(2)(f)(iv) - Confidentiality of advice
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Figure 2: Achieving Net Carbon zero or Net Zero Emissions mean different transition pathways
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16. Costing the transition pathways tosthe 2030 target‘was recently commissioned by the
previous government and is underway, The plan..orthis analysis is being altered to now
focus on the proposed 2050 targets.as well as\the near term 2030 target. We cannot
advise, in time for November 2017 Cabinet decisions, on the economic and social impacts
of a 2050 target. However undérstanding.the impacts of the 2050 target will be necessary
to ensure an efficient and justiransition:

17. To illustrate the complexity of the necessary impact analysis:

17.0. The UK _Commission assessment of a target’s impacts across the economy took
two years and’was based on complex modelling of cross-sector abatement curves
by McKinsey.

17.1. The Royal Society; Globe-Vivid; the Productivity Commission and PCE all:

. focus on potential transition pathways without providing analysis of the economic
and distributional impacts

. highlight the need for better information on the impacts of abatement methods,
the cost of abatement and the policy levers that will achieve those abatements.

Work is underway to assess the impact of the potential 2050 targets

18. A Transition Hub has just been established within MfE and is working across government
agencies to provide costed options for lowering emissions and transitioning the economy.

19. The Transition Hub is:

19.0. staffed by economists and includes a wider inter-agency working group: MfE + MPI,
MOT, MBIE, Treasury, MFAT.

19.1. working to generate sector-specific marginal abatement cost curves and
assessment of benefits, and whole-of-economy effects by:



19.2. planning and commissioning rigorous analytics on abatement in key sectors:
agriculture, energy, transport, industrial processing and forestry.

19.3. commissioning modelling that is more complex than ever undertaken. Similar work
took 2 years in UK, based on McKinsey’'s MACC modelling.

20. Given the increased level of the new government’s ambition, the Transition Hub’s work
stream has been substantially revised.

21. The required transition to achieve either 2050 target will be challenging, and will require a
fundamental economic shift. To achieve abatement across key sectors, bolder action on
climate change will require further investment, policy intervention and substantial
economic transformation.

21.0. As highlighted in a 2017 Vivid Economics report’, commissioned by GLOBE-NZ,
necessary transformations could include moving towards 100% renewable
electricity with fossil generation only called upon in years of hydro shortages, the
electrification of low grade industrial heat sources, and potentially some industry
closures. Transport would likely need to shift to mostly electric vehicles with more
domestic freight carried by rail.

21.1. New methane inhibitors and breeding techniqueswould also need to be developed
to help reduce agricultural emissions, and we can-anticipatéyland use changes
accompanied by substantial afforestation.

22. However, the benefits of such transformation wilhalse be substantial, and will enable New
Zealand to become a world leader in emissions.reduction innhovation.

22.0. As countries take steps to reduce theinown emissions, global demand is increasing
for clean technology, low-emissionfood, fibre, and,other materials.

22.1. Starting the transition today(to ‘create a low emissions economy could give New
Zealand businesses and/'producers a/competitive advantage to meet the new
demand in global markets.

22.2. Diversifying our econenmy, including, having a wider range of high-value land use
options, will makeyNew Zealand more able to adapt and manage our risk. It will
also put us in‘a stronger position ‘to show leadership internationally, and materially
assist our neighbours.

pxYs9(2)(f)(iv) - Confidentiality of advice

Analysis undertaken in 2015 on the impacts of the 2030 target

25. New Zealand has an existing target for 2030 under the Paris Agreement, as set by the
previous government. This commits to a reduction in emissions to 30 per cent below 2005

’ Vivid Economics (March 2017). ‘Net zero in New Zealand: Scenarios to achieve domestic emissions
neutrality in the second half of the century’. [http://www.vivideconomics.com/publications/net-zero-in-
new-zealand]



levels by 2030. Current estimation is that this requires 195 million tonnes of CO2
equivalent (MtCO2-e) abatement over the 2021-2030 period. If the majority of this is met
domestically, this will be broadly consistent with the economy being on the transition
pathway required to achieve Net Zero Carbon in 2050.

26. The impact of meeting the 2030 target (previously calculated as requiring 235MtC0O2-¢e)
was estimated at $3.8 billion/year ($14-36 billion, or around 1 per cent of real gross
national disposable income) over 2021-2030 if 80 per cent of the target is met via
international units. If the target is met wholly via domestic reductions, the impact over
2021-2030 was estimated as $72 billion.

27. The Paris target is already ambitious. Due to changes in forestry accounting (smoothing
the sequestration) achieving the targets requires = 20 MtCO2-e every year during 2021-
2030. It is worth noting that achieving the Paris target is almost equivalent to reductions
along the straight line transition path towards a Net Carbon Zero target for 2050.

Early thinking on the impacts of potential 2050 targets
pIsWsO(2)(f)(iv) - Confidentiality of advice

o meet Vivid's Net Zero scenario requires
significant assumptions on Innovation and afforestation to be met. These include the

following:

Table 1: Vivid’s Net Zero 2050 scenario relies on innovation and investments

Sector To meet Vivid’s Net Zero Emissions
/System 2050

Feasibility & indicative calculations

T ansition to 100%  enewables:

Energy new investments
-+ Electriication, of low grade heat Technically feasible with new investment and over-
Industrial (75%) by, 2050 build (to achieve security of supply)
= Industry " closures: petroleum
Processes (refineries) aluminium, iron and
steel
Feasible with price parity (mid-2020s), no suppl
» Electrification of transport : 85% . P parity ( . ) pPy
EVs constraints of EVs, widespread charging
Transport » Modal shift to 25% of domestic infrastructure available
freight onto rail
Electrification of rail freight network
» Low cost methane inhibitor
vaccine effective from 2020
i - New breeding techniques, new More challenging: availability of a low cost inhibitor
Agriculture feeds

. or a vaccine by 2020 is doubtful.
= Lower livestock numbers, as land

use changes



Land use

change/ NI e i T e Net Zero Emissions needs 1.1 — 2.35 million

hectares, approx 2 billion trees
forestry

31. Achieving the transformation envisaged by Vivid will mean significant policy interventions
and investments, and the realisation of stretch-assumptions Vivid includes on the pace of

technological innovation.
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33. Further information will be available following the Productivity Commissions’ completion of
its draft report and so, if the recommended timeframe is adopted, will be available prior to
final policy agreements by Cabinet. More detailed estimates resulting from the Transition

Hub’s work on sector specific and distributionalhimpactsywill also be available prior to final
Cabinet decisions later in 2018.

34. New Zealand will be expected to table a new Nationally Determined Contribution target
that demonstrates progression on.our previous target every five years. So in 2025 New
Zealand has an opportunity to set more ambitious targets for after 2030 — towards any
desired net zero 2050 goal.

35. Or, the 2030 target can"be revised at,any point. Aligning any revision with the key
timeframes of the Paris” Agreement, would be the most practical option. We suggest
revision in 2020 as-part of a review process that will follow a 2018 Facilitative Dialogue,
as agreed in Paris at COP21.»The Facilitative Dialogue will take stock of countries’
collective efforts in reducing emissions in preparation for first NDCs.

K As9(2)(f)(iv) - Confidentiality of advice
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Climate Change Commission

Why New Zealand needs a Commission

39. 1t is critical that our institutional arrangements are able to address the challenge and
potential incompatibility of the long-term nature of the response to climate change and
short term political cycles.

40. A number of countries have sought to address the potential incompatibility between the
long-term nature of the response to climate change and short term political cycles through
changes to institutional arrangements to address the long term challenge and inter-
generational challenge of climate change. This can apply to both how to reduce future
emissions, as well as how to adapt to and build resilience to a changing climate.

41. The current Productivity Commission Inquiry into lowering our emissions suggests that
‘during the transition, action to mitigate GHG emissions will require real and significant
changes which will have disruptive and potentially painful impacts on some businesses
and households.” Their paper also points to the potential opportunities of addressing such
a transition at the earliest opportunity.

42. The former Parliamentary Commissioner for the Environment proposed the establishment
of an independent Climate Change Commission (similar to the UK Committee on Climate
Change) as a way of addressing this issue in«New'Zealand. This was also signalled by
the Government in its 100 Day Plan. A range ©of stakeholders, including a number of the
business community, have indicated their support-for such a model.

43. Currently, the main mechanism to manage ‘domestic.emissions reductions is the New
Zealand Emissions Trading Scheme (NZ ETS). Sector-based approaches are also
present, such as the targets for incréasing the domestic electric vehicle fleet.

V¥V Qs9(2)(f)(iv) - Confidentiality of advice

Bs9(2)(g)(i) - free and frank opinion

46. Current institutional arrangements include core policy advice from MfE, MBIE, MoT,
MFAT and MPI, with the New Zealand Emissions Trading Register operating at the EPA.

Yy @s9(2)(f)(iv) - Confidentiality of advice




Success factors for the establishment of a Climate Commission

48. There are a number of international examples of establishing independent institutional
arrangements to support climate change outcomes, notably the UK model, but also
Australia and other jurisdictions. These indicate a number of important preconditions.®.

49. Key success factors of a Commission from these examples appear to be:
49.1. Political consensus (in the establishment and on an ongoing basis)
49.2. Stable and ongoing funding

49 3. Reputation and standing of the members (Commissioners), and support of a
capable and proportionate secretariat

49 4. Access to good quality data (which is likely to involve clear arrangement for sharing
of information with the public sector)

49.5. Supported by a process that ensures the legality of targets and carbon budgets to
meet those targets

49.6. Fiscal impact

50. Translating this to New Zealand circumstances, important factors will be current capability
and consideration as to how to ensure sufficient policys capability»to~support strong
decision-making on climate change.

51. 1t is essential that the expertise of the Commission members ‘covers economics and
forecasting, climate science, governance and.the Treaty of Waitangi and tikanga Maori.

YS9 (2)(f)(iv) - Confidentiality of advice
52.2. the process for~establishing a Commission, including timing and cross-party
support

53. These are addressed! n turn below:
59(2)(f)( v) - Confidentiality of advice

8 Perhaps the greatest lesson for other countries that can be drawn from the UK is that ambitious emissions
reduction legislation is achievable where appropriate political will and multiactor consensus are
cultivated, secured and ultimately maintained during implementation. Benson and Lorenzoni —
Examining the UK Climate Change Act Research Note. Productivity Commission 2017.
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Box 1: Case Study: Four key features of the UK Climate Change Act
The UK Climate Change Act contains four key features pertinent to the comparison of UK and New Zealand
climate change policy and legislation:

e  Emissions targets in legislation

e Carbon budgets — the stepping stones to targets

e  Policies set by Government to ensure carbon budgets are met

e An expert body to provide objective analysis and advice

1. Emissions targets in legislation

The Climate Change Act begins with the UK’s target for 2050 — net greenhouse gas emissions in 2050 must be at
least 80% lower than net emissions in 1990.

The Act also contains a second target for 2020 — the end of the second Kyoto period.

Under sections 2 and 6, the Government can amend either of the targets if there are significant changes in
either scientific knowledge or international law and policy

2. Carbon budgets as stepping stones to targets

Under sections 4 to 10 of the Act, UK governments must set out a series of carbon_budgets } hat lay out a
pathway to meeting the 2050 target.

A carbon budget is the total net amount of greenhouse gases that’can be emitted over a five-year period.
Setting budgets for five-year periods allows for some flexibilityBach*budget is expressed in terms of millions of
tonnes of CO2-eq.

The first three budgets had to be set by 2009. These were for the periods'2008ito 2012, 2013 to 2017, and 2018
to 2022.

Subsequent budgets are to be set at least 12 years ¥ advance. The, fourth budget was set in 2011, and the fifth
budget was set in 2016.

3. Policies set by Government to ensufeg@ybon budgetsiare met
There are no policies in the Act itself. Rather, the Act.requires the Government to develop proposals and
policies that will enable emissiops e be‘kept within'carben budgets.

Section 14 requires that a report setting outithese proposals and policies be tabled in Parliament.

4. An expert body t6"pro{deobjective analysissand advice

Section 32 of the Climate Change Aet establishes an independent expert body — the Committee on Climate
Change. The Committee’s functions are purely advisory — all actions are the prerogative of the Government.

The Committee is made up of a Chair and five to eight members. The current Committee includes people with
expertise in economics, climate science, and technology. It is a committee of experts, not a committee of
stakeholders. However, care is taken to ensure that, among the Committee members, there is deep
understanding of buildings, transport, industry, electricity, agriculture, forestry, and so on.

The Committee has two main functions.

The first function is to provide advice on carbon budgets — on the level that a budget must be set at, the extent
to which the budget should be met by purchasing international carbon credits, and the extent to which the
budget should be met by sectors of the economy within carbon trading schemes.

The second function is to report annually on progress towards meeting carbon budgets. These reports are laid
before Parliament. While these progress reports do indicate areas where policies need to be developed or
strengthened, they do not include specific policies. The Government is required to respond to the progress
reports within a fixed period.

The Committee must also provide advice in response to particular requests. A recent example of such advice is a
report on fracking.

The Committee is supported by a secretariat, currently with a staff of about 30 people, largely drawn from

onvernmant acanciec Miich af the wark ic hichl/ terhniral — far inctanre the nrenaratinn Aaf crenarinc tn
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Meeting with Hon Shane Jones, Minister of Forestry
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Context

1. The purpose of this briefing is to provide you with key messages for your meeting with
Hon Shane Jones, the Minister holding the portfolios of Forestgy, Infrastructure, Regional
Economic Development, Associate Transport and Associate Ripance.

2. The meeting is schedule for Monday 20 November 2017 (note this meéting is being
confirmed by your office).

3. This will be your first meeting with Hon Shane Janes to discuss climate change. We
propose you take the opportunity to:

e Qutline your plans to introduce a Zerg Carbon Bill, \and, hew it links with Minister
Jones’ key portfolio outcomes, partieularly Forestryn, and Regional Economic
Development.

e Discuss the proposed Air New"Zealand (Air NZ) partnership and the Parliamentary
Function on 21 November 2017.

Key messages and talKing-points
Action on Climate Chanhge,and a Zero"Carbon Bill

There are opportunities te. work across poertfolios to achieve the Government’s
objectives for climate change andyregional economic development

e The Goverament has committed te set a clear direction and strong ambition on climate
change.

e Therefare Gpportunities, tosprogress climate priorities hand-in-hand with regional
economic developfment. This includes working together through the planting of 100
million treesgper yeary the Regional Development Fund, and major infrastructure
investmentsyincluding rail, in the regions. This can support jobs and employment in the
regions.

e The key priorities for climate change include:

(i) Setting a clear and ambitious target for 2050 through a Zero Carbon Bill in 2018.
This will send a long term signal to foresters, businesses and others.

(i) Strengthening institutional arrangements to support long term-decision making about
climate change by future governments. This can be through a Climate Commission
set up by legislation, in place by 2019.

(iii)  Identifying opportunities to take action now that supports our priorities, such as the
Billion Trees Planting programme, and partnering with others where it makes sense.
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A paper on the Zero Caron Act is on track to go to Cabinet in December 2017

e Officials are developing a draft Cabinet paper on the Zero Carbon Act. This is expected
to go to the Cabinet Business Committee in December 2017.

e The focus of the paper will be on seeking Cabinet’s agreement to introduce a Zero
Carbon Bill in 2018 with the purpose of:

(i) Defining a new 2050 target
(ii) Setting out the roles, powers and functions of a new Climate Change Commission

A Climate Change Commission is likely to take 18 months to establish for it to be
enduring

e There are three things that we need to have before final decisions can be made:

(i) A clear evidence base on the economic costs and benefits of transitioningyto a low
emission future

(i) A process for engaging New Zealanders on choices @fwhefe we séhthe target and
the functions of the Commission

(iii) Cross-party and Parliamentary support to ensure it is durable inhe long term.
We can take action while we are setting up the Coptmission

e It is important progress continues to be madé oh the role that agriedlture, energy and
transport plays in meeting our targets.

e On agriculture, it will be important that progress is made alongside the establishment of
the Climate Commission. Thisiincludes/ooking at the,suite of options available and
engaging with the sector.

e As such, the draft Cabinet gaperfor Decegmber seeks approval to set up a Ministerial
Advisory Committee to Jeokat/the role agrieulture will play in meeting our targets. This
would enable us to receive expert advice abhead of the Commission being established.

¢ In parallel, there.may be early eapportunities to reduce emissions in energy and transport.
This will require @ngoing discussions with the Ministers of Transport and Energy on such
matters, supported by therestablishment of a public sector Chief Executive Leadership
Board+o enSure strong links'between our climate change and economic policies.

Next steps:
e Over the next.sixmonths there are three key steps to progress on the Zero Carbon Bill:

(i) A Cabhinet paper in December 2017 seeking agreement to the overall process for
establishifig a new 2050 target and Climate Commission

(i) A Cabinet paper in early 2018 to establish a Ministerial Advisory Committee to look
at the role of agriculture in meeting our targets

(iii) A Cabinet paper in mid 2018 to agree the public consultation on the content of the
Zero Carbon Bill.
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Craig Salmon
Manager, Climate Change Policy
Climate Change Directorate Date

Hon James Shaw
Minister for Climate Change Date
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To Hon James Shaw, Minister for Climate Change
Tracking #: 17-B-03992

Security Level | BUDGET | Number of Attachments Two
SENSITIVE

Date Submitted: | 17/11/2017 Response needed by: 27/11/2017

MfE Priority: Medium Action Sought: Approval

Funding for the Government’s 100 day climate change commitments to
discuss with the Minister of Finance

Purpose
1. The purpose of this briefing is to:

o set out the financial implications of the draft Cabinet paper 100 Day Plan for Climate
Change’ and the processes for obtaining funding for key recommendations

o provide you with key messages and supporting information for your conversations with
the Minister of Finance next week.

Context

2. You are lodging a Cabinet paper on the 100 Day Plan for Climate Change in December 2017.
The revised Cabinet paper, which incorporates your comments from 14 November 2017, is
provided in a separate briefing [17-B-03993 refers].

3. Key recommendations in your Cabinet paper that have financial implications are:
o introduce a Zero Carbon Bill in 2018

o

4, Under the Public Finance Act 1989, you are required to consult with the Minister of Finance on
the financial implications of any papers you submit to Cabinet.

o The Minister of Finance will be interested primarily in the size of the bid and why it is
required.

o He may also be interested in the cost benefit analysis on the Commission, and the
evidence base for setting the target.

o Key messages and back-pocket information on these issues are provided below.

The Mini Budget Process
Mini budget process for 100 Day Plan work

5. You have directed us to seek additional funding from Budget 17 to meet your 100-day
commitments for climate change action.
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6. To appropriate this funding from Budget 17, Treasury requires us to place a bid under a mini
budget process.

7.  The mini-budget bid covers:

o $2.53 million over two years (financial years 17/18 and 18/19) to introduce a Zero
Carbon Bill. This funding covers policy development on the content of the Bill, public
consultation and associated costs, and the drafting and legislative process.

10. In addition to funding sought through the mini budget, we are also seeking funding through the
standard Budget 18 process to cover additional climate change work for financial year 18/19
onwards. Further information on what is being sought is provided in Appendix 2. The Natural
Resources Sector CEs are also looking at potential shifts within baselines to support this.

Key messages for your conversation with the Minister of Finance

We have committed to decisive and immediate action to address the challenges and
opportunities of a changing climate.

11. In the first 100 days, we have committed to the following climate change actions, which
Cabinet has agreed the Minister for Climate Change will lead:

o a more ambitious target of zero carbon emissions by 2050
o beginning to set up an independent Climate Change Commission (the Commission).

Work over the next two years will be critical in ensuring we can meet our emissions
reductions goals — in the short and long term.

12.  We know that achieving our first 2030 target under the Paris Agreement will be challenging.
Taking bolder action will require even greater levels of investment, policy interventions and
transformation.

13. The next two years are therefore critical in getting the institutional design, evidence base and
policy settings right to provide investment predictability for businesses and communities.

14. Climate change policy cuts across multiple sectors of the economy and Ministerial portfolios.
Policy development could be supported by discussions with an informal group of Ministers, but
there may be other ways we can obtain input across portfolios as Government policy is

developed.

MfE has had to reprioritise resource to begin delivering on Government’s 100 Day Plan
commitments for climate change.

15. The Ministry is facing increased funding pressures, and is not in a sustainable financial
position given current and expected deliverables, resourcing and operating models.



&

Minittry for the

Environment Making Aotearoa New Zealand

Aotearoa - he whenua mana kura mo te tangata

16.

17.
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The Ministry is operating under a sinking baseline — with departmental funding decreasing
from $68 million in 2017-18 to $60 million in out-years. The operating baseline for the Climate
Directorate drops by $2.256m ($8.6 m to $6.3m) in 18/19 with no further changes in out-years,

MfE has reallocated staff from the Water and Resource Management directorates (10 FTE) to
deliver on the Government's immediate 100 Day Plan commitments for climate change.
However, it is not possible to continue this beyond the first 100 days. This resource will need
to return to its core duty after this period and has not properly been costed for.

Significant new investment is needed because the funding required for delivering on this
work cannot be met within existing funding baselines.

18.

19.

This work cannot be absorbed by the Climate Change Directorate. This is because
approximately 66% of the existing baseline covers non-discretionary data and reporting
requirements to meet international obligations.

This work cannot be absorbed by the departmental budget within Vote: Environment because
this is likely to be fully allocated by the Cabinet-mandated work programme critical to deliver
next year.

I am therefore seeking $2.121 million in Budget 17/18 and $4.504 million in Budget 18/19 as
part of the mini budget to deliver on Government’s 100 Day Plan commitments for climate
change.

20.

The mini budget covers:

o $2.53 million over two years (financial years 17/18 and 18/19) to introduce a Zero
Carbon Bill. This funding covers policy development on the content of the Bill, public
' i osts. and the drafting and legislative process.
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! parliamentary Counsel for the Environment (July 2017). ‘Stepping Stones to Paris and beyond - Climate Change, progress, and

predictability’. [http://www.pce parliament.nz/publications/stepping-stones-to-paris-and-beyond-climate-change-progress-and-
predictability]

2 The New Zealand First and Labour Coalition Agreement (October 2017) sets out “If the Climate Commission determines that
agriculture is to be included in the ETS, then upon entry, the free allocation to agriculture will be 95% but with all revenues from this
source recycled back into agriculture in order to encourage agricultural innovation, mitigation and additional planting of forestry.”
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What is the economic impact of the previous 2030 target?

O

The impact of meeting the 2030 target (previously calculated as requiring 235MtCO-€)
using 80 per cent international units was estimated at between $14-36 billion over the
2021-2030 period, or if met wholly via domestic reductions at $72 billion.

The 2015 modelling that assessed the economic impact of the previous 2030 target has
limitations.

The modelling carried out was the best feasible within the time available prior to Paris
Agreement. However, two critically important considerations were not factored in:

= the baseline cost of inaction

= the increased momentum in innovative technologies.
The 2015 analysis also included limiting assumptions:

= conservative forestry growth rate

= no inclusion of the transitional effect of domestic policies, e.g. uptake of electric
vehicles, research into agricultural mitigation technologies

= carbon prices would increase to reach $50/t, with abatement up to that price and
international units purchased thereafter.

Officials are working on improving the evidence base to more accurately advise on the
economic impacts of new proposed 2050 targets.

What are the economic opportunities and impacts of setting a new 2050 target?

o

There are different ways and levels to set the target (e.g. Net Zero Carbon, Net Zero
Emissions, or a hybrid of the two).

Before Cabinet makes a final decision on what the specific target should be, officials will
come back to us within information on the economic adjustments, opportunities and
costs that would likely be required to achieve the various options, and an assessment of
the distributional impacts.

Work is already underway to model the opportunities and impacts of a proposed 2050
target. Officials have informed me that the following analysis will be available by May
2018 (and could incorporate modelling and draft findings from the Productivity
Commission's Inquiry on transitioning to a low emissions economyy):

u an assessment of the potential opportunities

" estimates of the whole-of-economy impact of the target options, the impact on
households, on key sectors and an assessment of the effect on New Zealand's
international competitiveness

" an assessment of potential distributional effects across society.

However, it will take longer than May (proposed date agreement for consultation) to
provide a more comprehensive evidence base to underpin more detailed sector-specific
policies on making the transition.

To build this evidence base, officials (through the Transition Hub) are commissioning
modelling that is more complex than previously undertaken in New Zealand. Similar
work took two years in the UK, based on McKinsey’s marginal abatement cost curve
(previously not shortened) modelling. Early results will be available in March 2018 with
more detail available by October 2018.
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o This analysis will help me give Cabinet more robust evidence on the opportunities and
return on investment of transitioning to a low emissions future.

Recommendations
26. We recommend that you:

a. Meet with the Minister of Finance in the week of 20 November 2017 to discuss financial
implications of the Cabinet paper ‘100 Day Plan for Climate Change’

Yes/No

b.  Agree to seek $2.121 million in Budget 17/18 and $4.504 million in Budget 18/19 as part
of the mini budget to deliver on Government’s 100 Day Plan commitments for climate
change

Yes/No

C. Note that we will brief you in late November 2017 on further funding to be sought
through the standard Budget 18 process.

"~ _Roger Lincoln
Director
Climate Change Directorate

Hon James Shaw
Minister for Climate Change Date

Ministry for the Environment contacts

Position Name Cell phone 1* contact
Policy Analyst

Manager, Climate

Change Policy Janine Smith 021 144 7617

Director, Climate _

Change Roger Lincoln 027 290 7625 v
Deputy Secretary,

Environmental By Belaen p—

Performance, Innovation
and Climate
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Appendix 1: Mini budget for 17/18 — Climate Change initiatives

Context

Climate change is having, and will continue to have, significant impacts on people, the
environment and the economy over many generations.

° In 2016, New Zealand ratified the Paris Agreement, and made international commitments to
support the global response to the threat of climate change by:

o keeping a global temperature rise this century well below 2 degrees Celsius above pre-
industrial levels

o pursuing efforts to limit the temperature increase even further to 1.5 degrees Celsius.

. New Zealand’s first target under the Paris Agreement is to reduce emissions to 11 per cent
below 1990 levels by 2030. Emissions projections indicate that New Zealand will need around
220 million tonnes of abatement in the 2021-2030 period to meet this target.

. We need to act now to ensure we have resilient systems in place for both mitigating emissions
and adapting to the effects of climate change in New Zealand.

o The evidence is clear that New Zealand'’s existing infrastructure may not cope with the
future impacts of climate change.

o Some of the largest sectors of New Zealand's economy, including primary industries,
are vulnerable to increased climatic events and long term climate change.

o Effects on other countries, particularly Pacific Island countries with which we have
strong relationships and provide climate-related support, will also affect New Zealand.

The Government has committed to decisive and immediate action to address the challenges
and opportunities of a changing climate.

J In the first 100 days, the Government has committed to the following climate change actions,
which Cabinet has agreed the Minister for Climate Change will lead:

o a more ambitious target of zero carbon emissions by 2050
o begin to set up an independent Climate Change Commission (the Commission).

o The Government has also stated that it will examine the role of agriculture in the New Zealand
Emissions Trading Scheme (NZ ETS).

a The Minister has indicated he will take a paper to the Cabinet Business Committee on 29
November which seeks agreement to the timeframes and process to meet the 100 day
priorities. At present that paper recommends the following policy and institutional
arrangements:

o The introduction of the Zero Carbon Bill, which will:
= define and set a new emissions reduction target for 2050

u i i e Commission in law.
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Work over the next two years will be critical in ensuring we can meet our emissions
reductions goals — in the short and long term.

We know that achieving our first 2030 target under the Paris Agreement will be challenging
and will require substantial investment, policy intervention and economic transformation.
Taking bolder action will require even greater levels of investment, policy interventions and
transformation.

The next two years are therefore critical in getting the institutional design, evidence base and
policy settings right to provide investment predictability for businesses and communities.

Financial implications

We have had to reprioritise resources to begin delivering on Government’s 100 Day Plan
commitments for climate change.

The Ministry is facing increased funding pressures, and is not in a sustainable financial
position given current and expected deliverables, resourcing and operating models. We are
operating from a sinking baseline — with departmental funding decreasing from $68 million in
2017-18 to $60 million in out-years.

Historically the Ministry has responded by moving resources from issue to issue, with limited
effort available for implementation and monitoring. We have also tended to receive fixed term
funding for work that has long-term implications.

In the same fashion, we have had to reprioritise resources from (approximate 10 FTE) to
deliver on the Government's immediate 100 Day Plan commitments for climate change.
However, it is not possible to continue this beyond the first 100 days. This resource will need
to return to its core duty after this period and has not properly been costed for.
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(2) It would be premature and inadvisable to absorb this work within existing baselines of our
departmental budget within Vote: Environment because our departmental budget is projected to be
fully allocated.

It is not possible to continue to ‘borrow’ resource from within the Ministry beyond the first 100
day period because drawing resource from other key environmental areas is contrary to the
Government’s manifesto.

For example, improvements to water quality will be a priority area due to the Government’s
commitments in coalition agreements. Drawing resource from the Water Directorate would be
premature and unadvisable until further direction is provided from the Minister for the
Environment on the scope of this work. The Water Directorate’s financial baseline for next
year is set to drop by approximately $2.5m. The new policy areas for water will have to find
resource from within this baseline, in conjunction with delivering key existing water
programmes such as implementation of water regulations, urban water quality investigations,
and a range of guidance, as part of policy processes.

(3) Other natural resource government agencies are likely unable to transfer resources due to their
own pressures.

It is not possible to coordinate resources with government agencies on this budget bid due to
their comprehensive work programmes which are funded from existing baselines. For
example:

o Ministry for Primary industries (MPI)

MPI advises on New Zealand’s largest source (agriculture) and sink (forestry) of
emissions. MPI faces ongoing departmental cost pressures over the next four years of
$116.7 million ($25.3 million in 2017/18). These cost pressures stem primarily from
reductions in baseline funding, time limited funding, and salary inflation. Options to
reprioritise MPI’s resources in order to address these cost pressures have been
developed, as referenced in the Four Year Plan. However, this means that MPI is not in
a position to reprioritise further in order to fund Budget initiatives.

o The Environmental Protection Agency (EPA)

The EPA advises on regulatory functions concerning New Zealand's environmental
management. These include, for example in relation to climate change, management of
the NZ ETS and its Register, regulation of ozone depleting chemicals, assessment of
environmental effects in Antarctica. The EPA’s baseline Crown Funding will drop by
$4.5m to $20m in 2018/19. This indicates they will be unable to absorb further work, as
their mandated work requires.

10
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We are therefore seeking $2.121 in Budget 17/18 and $4.504 in Budget 18/19 as part of the
mini budget to deliver on Government’s 100 Day Plan commitments for climate change.

26. This funding will enable us to:

o Introduce a Zero Carbon Bill which includes funding for:

» policy development on the emissions reduction target and the Commission

= consultation and its associated costs

» drafting and legislative processes.

27. The cost breakdown for the 17/18 and 18/19 period, and assumptions for the model, are set out
in the ‘Cost and Implications’ section below.
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Cost breakdown and assumptions

Estimated 2017/18 2018/19 2019/20 202021 2021/22 1
Funding for fiscal 5
Government's !Mpacts
100  day (5000) g
commitments
for  climate Crose TBC TBC TBC
change Operating Gt $2,121 $4,604 Budget Budget Budget $6,625
2018 2018 2018

S Budget Budget
Mini budget components 17/18 18/19

Introduce a Zero Carbon Bill which includes funding for:

= policy development on the emissions reduction target, and the Commission,
) $787 $1,744
= consultation and its associated costs,

= drafting and legislative processes.
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Our top three identified risks are:

1. Without additional funding this programme would not proceed in time to meet the Minister's expectations (or it would
occur very slowly alongside other commitments)

2. The projected timeframes could be too ambitious as this is a complex piece of legislation; this may cause a delay
(which could pose an additional cost) in the programme

3. Public consultation on the Zero Carbon Bill may highlight unforeseen implications or opposition

The reasons for any difference to the amounts included in Labour’s Fiscal Plan are due to:

» Policy changes as the result of the Minister's preference for a faster timeframe and a different scope of work
¢ We assume that a long-lasting Commission is important, therefore additional work is required to establish the pre-
conditions that would enable a successful and durable CCC.

We do not consider there to be any behavioural impacts or other secondary fiscal impacts.

13
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Policy developed, introduction and passage of the Zero Carbon Bill

Y T o Bt
of the Zero Carbon Bil)

Component Function

Crown Law contingency Needed to ensure integrity of advice on the Bill

Senior Legal 1.5 FTE FY 17 and 2.0 FTE FY 18 Senior lawyers to work on the legislation. It is expected that
additional capability will be provided from within MfE's Legal
team.

| Principal analyst 0.5, senior analysts x 3, analysts x6 | Provide policy resource to deliver the Zero Carbon Bill, covering
the Commission and the 2050 target, including:

o Development of preferred option for the target and
commission;
e Development of public consultation document;

¢ Developing consultation process;
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Undertaking public consultation process;
Analysis of submissions;

Revisions to policy documentation;

Supporting development of draft Bill;

Support to the Minister as the Bill makes its way
through the House;

e Select Committee etc. support; and

Ad hoc support to the Minister

Manager 1 FTE Managing the processes above.

Senior Communications Advisor 1 FTE Provide communications support to the policy team, recognising
the significant public interest in both the commission and the
target work.

Further information on timing of the proposal
Phase 1: SIGNAL

e The purpose of Phase 1 is to announce the intent and timing for a Zero Carbon Bill, and begin
setting up the institutional arrangements to drive climate change action. It consists of three key

milestones:

o Ministerial consultation on the Cabinet paper — particularly the Minister of Finance on the
financial implications of setting up the Ministerial Advisory Committee (now until 4
December 2017)

o Consideration by Cabinet Business Committee (13 December 2017) and Cabinet

agreement (18 December 2017)
o Public announcements on proposed process (19 December 2017).

e In addition to confirming the process steps for Bill introduction, Cabinet agreement (outside of a
Bill process) is sought to:

o establish a new public sector Climate Change Chief Executive Board (the CE Board) by
February 2018 to coordinate sector efforts to reduce emissions and drive economic

change

o establish a Ministerial Advisory Committee to provide advice on agriculture in 2018

o invite the Minister to report back in six months on introducing a climate impact
assessment requirement for all new legislation (following further work by officials on
options).

Phase 2: DEVELOP

e The purpose of Phase 2 is to identify key policy objectives, develop preferred options, and
engage with Ministerial colleagues on these. It consists of three components:

o Options analysis and advice by officials through a series of briefing notes on key issues
(now until Mar 2018)

o Ministerial consultation on non-Bill matters, such as the details of the CE Board and
Ministerial Advisory Committee (Jan-Feb 2018)

o Ministerial consultation on the content of the proposed Bill and options to be included in a

public discussion document (Mar-Apr 2018).
Phase 3: ENGAGE

15
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e The purpose of Phase 3 is to engage with the public, stakeholders and iwi on the potential
scope and content of the Bill. It consists of three key milestones:

o) Drafting of a public discussion document and development of other engagement media
(Apr 2018)

) Cabinet approval to release discussion document (May 2018)

o Public engagement on definition of the new target, and the form, function and powers of

the Commission, and any other matters to be included in the Bill (May-Jun 2018).
Phases 4 & 5: FINALISE & INTRODUCE

e The purpose of Phase 4 and 5 is to finalise policy decisions, and draft and introduce a Bill. It
consists of the following key milestones:

o Submission analysis and refinement of policy advice by officials (Jul 2018)
o Ministerial consultation and final policy approvals by Cabinet (Aug 2018)
o Bill drafting by Parliamentary Counsel Office (Aug-Sep 2018)
o Bill of Rights vet and Cabinet approval to introduce the Bill (Oct 2018)
o Introduction and First Reading (Oct 2018)
o) Consideration at Select Committee (Nov 2018-May 2019)
0 Second Reading (June 2019)
0 Committee of the Whole House (June 2019)
0 Third reading & Royal Assent (July 2019)
Phase 6: IMPLEMENT

e The purpose of these phases is to implement the Act once it is in force. This would involve
seeking appropriations, formally appointing the members of the Committee and mandating it to
begin its work. Further advice on this (along with an implementation plan) sent to Minister in
2018.

16
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Document 5

Zero Carbon Act — 100 day commitment

The Zero Carbon Act sets the architecture for

13 Dec: CBC— agree the

Government action on Climate Change.

process for the Zero Carbon The intention is that the Act will do this by:
Act whiennilire . Introducing a 2050 target into legislation

establishing a Climate

Commission and setting the

Agree process; budgets

. Setting Carbon Budgets to meet the target
. Require the Government to develop policies to meet

Set up e Q) In ndent commission to provide expert advice.

Establishment
Commission for
agriculture? Dec - May: Develop
consultation document incl.
economic costs and
opportunities

May- June: Consultation

?\

Evidence building
and consultation

At its heart, taking action on climate change is
fundamentally a question of economic August 2018: Final Cabinet
transformation. < policy decisions

.\0 October 2018: introduction

3 key principles for ensuring a just and of the Bill to Parliament

effective transition: Bill intr c@ﬁe\i

1. Transparent and participative approach

2. Investment predictability

3. Enduring institutional arrangements
supported by data/evidence

June 2019: Climate Change
Commission established

Climate Change Commission
established

Possible discussion topics:

1. Agriculture: timing of possible legislative change and who provides advice

2. Net Zero Emissions vs. Net Zero Carbon

In confidence
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To Hon James Shaw, Minister for Climate Change
Tracking #: 17-B-04026

Security Level BUDGET Number of Attachments 7 Two
SENSITIVE

Date Submitted: | 29/11/2017 Response needed by: 30/11/2017

MfE Priority: Medium Action Sought: Approval

Climate Directorate Baseline and Funding for 100 Day Plan

Purpose

1. You are meeting with the Minister for the Environment and the Minister of Finance on the
financial implications for Government’s 100 Day Plan commitments on climate change.

2. This memo provides you with:

a. key messages on the 100 Day Plan bid (and the reprioritisation process MfE is
undertaking for this work)

b. detailed information on the cost assumptions underpinning the proposed bid (Appendix
1), and a breakdown of the Climate Directorate’s current spend (Appendix 2).

3.  To assist your conversations, a separate briefing ‘Vote: Environment Baseline Notes' is also
being provided to both you and Minister for the Environment on MfE’s overall baseline.

Key messages

4.  As noted in the Vote: Environment Baseline Notes’, the Ministry’s baseline is usually around
$60-64 million. This year's baseline is temporarily higher at $68.5 million in 2017/18 due to a
combination of time-limited funding, and expense transfers from 2016/17 for delayed work.
The Ministry’s future funding will be $61.5 million in 2018/19 and then $60.5 million in
outyears.

5.  To ensure we have adequate resourcing to deliver on Government's 100 Day Plan
commitments for climate change, we know we need (over FY 17/18 and FY 18/19):

a. A team to deliver the Zero Carbon Bill (13 FTE), and the cecsts associated with
extensive public consultation (approximately $700,000)

6. MfE has moved people to work on climate change (approximately 10 FTE) from other
Directorates for the first 100 Days.

7.  Beyond the first 100 Days, MfE can commit to meeting some of the FTE commitments for
the Zero Carbon Bill (noting there is likely to be a shortfall). This is because we will need to
continue to resource other core priority areas including water, urban/housing, and MfE’s
statutory functions (e.g. environmental reporting).

8.  We will be meeting with other Natural Resources Sector agencies on 1 December 2017 to
request:

a. Secondments for the remaining FTE required for the Zero Carbon Bill
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Recommendations
12.  We recommend that you
a. note the contents of this briefing

b. agree to discuss our proposed 100 Day Budget bid with the Minister of Finance and
the Minister for the Environment ahead of lodging the Cabinet Business Committee
paper on 7 December 2017.

Si ture

\

~ Roger Lincoln
Director
Climate Change Directorate

Hon James Shaw
Minister for Climate Change Date

Ministry for the Environment contacts

Position Cell phone 1% contact

Senior Policy Analyst

Policy Analyst

Manager, Climate
Change Policy
Dirsctor, Climats Roger Lincoln 027 290 7625 v
Change g
Deputy Secretary,
Environmental
Performance, Innovation
and Climate

Janine Smith 021 144 7617

Penny Nelson 021 460160
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Appendix 1: Further detail on 100 Day Plan Budget bid (and scaled options)

Context

13. As noted above, depending on our ability to seek additional resources from within MfE and
other agencies, there are options around the level of funding that we would need to seek
through the 100 Day Plan Budget.

14.  We have therefore worked through the costs for the following three options:

a. Option 1 (preferred option): incorporates all costs associated with the Zero Carbon Bill,

b. Option 2 iiared back option): incorporates all costs associated with the Zero Carbon

Bill, and halving the analyst support for the Secretariat.
c. Option 3 (bottom line option):
and consultation costs associated with the Zero Carbon Bill and This

option assumes that all Ministry for the Environment (MfE) staff costs can be absorbed
within baseline or borrowed from other agencies.

15. Some of the assumptions underpinning the total costs have been revised from an earlier
financial implications briefing note [17-B-03992 refers]. Key changes to the financial models
are as follows:

a. Zero Carbon Bill. We have allocated more funding for public consultation/engagement
on the Bill. This will enable us to produce more innovative engagement tools and/or
undertake roadshows (over and above the release of a standard discussion

dooument‘.

Funding options

Option 1 (preferred option) seeks $1.828 million in Budget 17/18 and $4.482 million in
Budget 18/19.

16. This covers:

a. staff and consultation costs associated with the Zero Carbon Bill

17. The costs associated with the Zero Carbon Bill are based on previous legislative processes
of a similar scale and scope, but with increased funding to enable more extensive public
consultation.

18- _

! Previously named the ‘Ministerial Advisory Committee’
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Table 1: Breakdown of costs for Option 1 (preferred option)

Function FY 1718 FY 18/19 Rl s 1018

Staff costs and Crown Law contingency to develop
policy and support the Bill through the Parliamentary 682,744 1,522,996 2,205,740
process

Zero Carbon Bill

Consultation costs for the Bill (includes travel, as well as
comms/engagement collateral)

Sub-total

715,280 - 715,280

1,398,024 1,522,996 2,921,020

Grand total 1,827,690 | 4,482,163 |

Option 2 (pared back option) seeks $1.741 million in Budget 17/18 and $3.846 million in
Budget 18/19.

19. To reduce costs, we could halve the analyst/senior analyst support for the ICCC. This could
result in an approximate $0.6 million saving over two years.

20. The key risk of halving the Secretariat support is Commissioners will not be supported to
probe areas of concern. This means the success of the consultation/engagement process
and provision of advice to the Minister could be compromised.

21. Option 2 covers:

a. staff and consultation costs associated with the Zero Carbon Bill.

Table 2: Breakdown of costs for Option 2 (pared back option)
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Function FY17/18 FY 1819 RO s s

Staff costs and Crown Law contingency to devwelop
policy and support the Bill through the Parliamentary 682,744 1,622 896 2,205,740
- process
Zero Carbon Bill : —
Consultation costs for the Bill (includes travel, as 715,280 ) 715,280
well as comms/engagement collateral)
Sub-total 1,398,024 1,522,996 2,921,020

Grand total 1,741,479 | 3,846,836 |

Option 3 (bottom line option) seeks $0.842 million in Budget 17/18 and $1.238 million in
Budget 18/19.

22. This covers:

a. consultation costs associated with the Zero Carbon Bill

23. All necessary staff costs will need to be absorbed within baseline or borrowed from other

agencies.
Table 3: Costs for Option 3 (bottom line option).
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FY 17/18 & 18/19

Function FY 17/18 FY 18/19
total

Staff costs and Crown Law contingency to develop

policy and support the Bill through the Parliamentary 180,000 240,000
process

Consultation costs for the Bill (includes travel, as well as 715,280 715,280

Sub-total 775,280 180,000 955,280

Zero Carbon Bill

Grand total ,238,062




Ministry for the
Making Aotearoa New Zealand
@ ‘E,‘E'Y'!,fggfin ent . L the most liveable place in the world
Aotearoa - he whenua mana kura md te tangata

Cost assumptions for the Zero Carbon Bill
Budget assumptions underpinning the introduction and passage of the Zero Carbon Bill
Component

Crown Law Needed to ensure integrity of advice on the Bill
contingency

Senior Legal 1.5 | Senior lawyers to work on the legislation. It is expected that additional capability will be provided
FTE FY 17 and from within MfE’s Legal team.

20FTEFY 18

Principal Provide policy resource to deliver the Zero Carbon Bill, covering the Commission and the 2050
analyst 0.5, target, including:

senior analysts x

3, analysts x 6 Development of preferred option for the target and commission

Development of public consultation document
Development of consultation process
Undertaking public consultation process
Analysis of submissions

Revisions to policy documentation

Supporting development of draft Bill
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e  Support to the Minister as the Bill makes its way through the House
¢ Select Committee and Ministerial support

Manager 1 FTE

Managing the processes above.

Senior
Communications
Advisor 1.5 FTE
(decreasing to
1.0FTE in 18/19)

Provide communications support to the policy team, recognising the significant public interest in
both the commission and the target work.
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Document 7
To Hon James Shaw, Minister for Climate Change Tracking #: 2017-B-04066
Security | In Confidence Number of Attachments | 2
Level
Date Submitted: | 1 December 2017 Response needed by: N/A
MfE Priority: Urgent Action Sought: For noting

Updated Cabinet paper on the 100-Day Plan for Climate Change

Purpose
1. The purpose of this briefing is to provide you with the:
a. key changes to the Cabinet paper
b. process for next three weeks.

Key messages

2. Following your ministerial consultation meetings, we have /made the following changes
to the Cabinet paper:

Executive summary:

o The executive summary hasibeen reframed torshow the importance of considering
economic implications andBringing New, Zealanders along in the process.

Interim Commission:

e This section ,in(the “Cabinét, paper has been reframed around the Interim
Commission beinga proxy\to thewider Commission once established.

e Scope broadened to alsa'inelude energy.
Timeframe of.how it all fifs together:

e This incorporates‘the, following changes: the Bill is intended to commence and the
Commission established by May 2019.

’—

S 9(2)(f)(iv)- I’
Still under
Ministerial -
consideration I

Financial recommendations:

e The amounts we are proposing to bid for have changed slightly given:
a. the timeframes have been brought forward slightly

b. the work has been broadened to include more commissioners to cover the
energy question.

3. Agencies are due to provide feedback on Friday 1 December by midday. We will
provide you a summary of other agencies’ views in advance of our meeting with you on
Monday 4 December.

=



4.  The latest draft of the Cabinet paper is attached at Appendix 1.
5.  The process for the next three weeks is attached at Appendix 2.

Signature

Roger Lincoln
Director
Climate Change Directorate Date

S 9(2)(a)-Protection,of

Hon James Shaw natural personSpelow

Minister for Climate Change Date
manager levgl
Ministry for the Environment contacts
Position Name Cell phone 1** contact
Principal author _ -
Responsible Manager Janine Smith 021 144 7617

Director Roger Lincoln 027 290 7625 v
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Document 8

To Hon James Shaw, Minister for Climate Change

Tracking #: 2017-B-04022

Security | In confidence Number of Attachments | Nil

Level

Date Submitted: | 1 December 2017 Response needed by: 4 December 2017

MfE Priority: Non-Urgent Action Sought: To read prior to 4 December
discussion with officials

Communications and Engagement Plan — Climate Change 100 Day
Project: announcements planned following Cabinet decision in
December 2017

Key Messages

1. This paper sets out the communications and engagement plan for thesMinister for Climate
Change’s announcement planned for 19 December, 2017 (subject to,Cabinet approval on
18 December 2017 for the Zero Carbon (Emissions) Bill) and initi@l options for consultation
in mid-2018.

2. In advance of the Cabinet decision in Decémher,"we considér it'ie critical that you articulate
to your colleagues how you intend to digcliss the impacts @nd opportunities of setting the
Zero Carbon Act with New Zealand businesses, compunities and regions before final policy
decisions are sought.

Strategy

3. The announcements are(thesbeginning of"a,cénversation with New Zealanders on how we
reduce our emissiong/” Government Will 'set the goal, put initiatives in place and empower
businesses and commgnities to take actign.

4. Climate change,isithe most sigpificant environmental issue of our time and isn’t covered by
one portfolio"@r agency. To.reflect*this, we are taking a cross-government approach to
policy and, communicationsandiengagement.

5. It is critical that stakeholders” and the public have the opportunity to be involved in the
process so that the Bill is, enduring and has buy-in and support.

6. There are thre€ main strands to this plan:

a. Partnering with other agencies and stakeholders to encourage businesses and
the public to reduce emissions.

b. Stakeholder engagement, beginning now and continuing until the consultation.
c. Media and communications, to advance the public conversation.

7. A sequence of events is included in the Supporting Material section.

Cross agency approach and working with others

8. A cross agency communications and engagement group is working to build a
comprehensive picture of opportunities through market research, leveraging existing
relationships and expertise and existing communications programmes. This cross-agency
group includes officials from MfE, Ministry for Primary Industries (MPI), Ministry for



Business, Innovation and Employment (MBIE), Ministry of Transport (MOT), Energy
Efficiency Conservation Authority (EECA) and NIWA. :

9. Some of the key areas for engagement, include:

a. Agriculture — work with industry organisations and leaders in agriculture to
encourage further emissions reductions. Connect and collaborate with agritech
innovators and land use experts to share stories across the sector.

b. Business — work with big emitters on pathways to reduction, and also with
champions to encourage more businesses to think sustainably. Learn from best
practice in business and identify innovative solutions.

c. Energy — understand energy users’ behaviours and opinions on carbon to inform
a 100% renewable electricity target.

d. Forestry — work with sector groups, leading community organisations and
businesses to meet the billion trees target.

e. Transport — engage with businesses, including freight and rail companies.

Public — Build on successful public awareness campaigns, for example MPI's
approach to educating the public on biosecurity. Work@longside eNGOs gscience
and research organisations to build public undetgtanding of the'geal and issues.
continue to encourage the public shift to electriciwehicles.

10. As partners, work alongside Maori/iwi to ensure te Ab Maori perspegtives are incorporated
throughout the process.

Planning for 19 December announcement
11. Objectives:

a. This announcement will latinch®a national,diseussion on reducing emissions,
raising awareness withithe public and fostering partnerships with business and
industry to take action|

12. Key messages
a. New Zealand will'be one of the'werld’s leading countries in climate change action.

b. To achieve thisy the Government will introduce a new Zero Carbon (Emissions)
Bill in 20718 ‘Which setshan ambitious emissions reduction target for 2050 and
establish.an indepengdént Climate Commission.

C...Thig" is the most. significant environmental issue facing New Zealand and the
solUtion needs to betenduring.

d\, We will be consulting early to mid-next year.

A summary of possible communications and engagement tactics to support the
announcementis outlined below:

When What Who

Pre We propose having initial conversations pre- | Officials and

announcement | announcement with important stakeholders and | Minister

(4-18 iwi’hap( to give them early indications of the process

D and how they can be involved. These could include:
ecember)

e Pou Taiao Iwi Leaders Group
e Industry and business groups
e NGOs




e Science community

This engagement will be carried out by both the
Minister and Ministry officials.

Pre Prepare announcement materials including: Officials to

AnneHREamEnt ¢ Media release, QAs and talking points g;'_aft, ;

(4-18 inister’s

December) e \Web content and other online material qfflcfa to
finalise

Pre Arrange press conference and media opportunities Minister’s

announcement office with

(4-18 | S?fPF?OF from

December) eliciais

Announcement | We recommend a Ministerial announcement via a | Minister/Minist
day (19 | morning press conference and media release. To | er's

December) maximise interest from the public, we could{ruf @ non- | offie/Qffi€ials
traditional press conference, for example?

e At a primary school with children®who will be
turning 40 in 2050, Mo underline gthe
generational impact of glimate change.

We can work with youroffice” to cofisider other
approaches.

The press confereflice “could be( stteamed on
Facebook Live, and ‘eould be accémpanied by other
online information and’'social media:

Following thé press conferende, the Minister would be
availablefop media intervigws.

Post announcement #Janudry-April
13. In preparaticon for the censultationwe recommend continuing the discussion through:
a. engagemerit with a wide tange of stakeholders (business, industry, transport, etc)
bsmongoing media ceverage (eg, opinion pieces and media interviews)

€./ sotial media (egwparinering with organisations such as EECA on raising
awareness).

14. The purposé of the engagement is to build relationships and gain intel on policy and
communicatiens options ahead of the consultation.

15. The purpose of continuing media coverage and social media is to continue the
conversation on climate change with the wider public.

Consultation — mid-2018 (potentially April-July)

16. We recommend a robust, wide-ranging consultation to give New Zealanders (including
industry, business, the public) the opportunity to have their say on climate change.

17. We are forming some initial ideas about how the consultation will look. The consultation
could be based around the idea of what New Zealand might look like in 2050 if we are
successful in reducing our emissions.

18. We already have a range of channels we use effectively that we recommend using for
consultation, such as the MfE website and social media platforms as well as meeting face-

3



19.

20.

21.

to-face with iwi, important stakeholders and the public. We can look into different channels
depending on budget and resourcing.

The consultation could be launched in conjunction with a climate related event. This would
encourage higher media pick up and interest from the public. We could work with
stakeholders to create an event.

We are also considering options for how we can elevate the consultation to ensure
maximum engagement. There are many overseas best-practice examples of
communicating climate change to the general public that we can use to inform our planning.

We can build a more detailed plan on what the consultation will look like to discuss with you
at a later meeting.

Recommendations

22. We recommend that you:
a. Agree in principle the approach for the 19 Decembetr.announcement.
Yes/No
b. Discuss potential options for the consultation in,2048.
Yes/No

Roger Lincoln v &) ( ( ’ 7

Director
Climate Change Directorate Date

Hon James Shaw
Ministéer for Climate Change Date

Ministry for the"Environment contacts

Position Name Cell phone 1% contact
Principal author S 9(2)(a) Privacy of natural persons

Responsible Manager Janine Smith 021 144 7617
Director Roger Lincoln 027 290 7625




Communications and Engagement Plan — Climate Change 100 Day Project: announcements planning following
Cabinet decision in December 2017

Supporting material

Table 1: 100 Day Climate Change Project: Draft sequence of Events 2017-18

19 December announcement 19 Dec 2017 — End Feb 2018

Audiences Now until 19 December March — June 2018 (tbc) June/July (tbc) —

announcement

Consultation

Other e  Consulting on policy Inform of announcement Plan for/consultation, Input to consultation process
ce"t'a_' options and and encourage sharing on leveraging.their channels
agencies communications social media and other and workstreams
approach channels
Key e  Pre-inform of Commes to their Direct input to Input to consultation process

stakeholders

announcement

e Advise how they will be
involved throughout

e  Seek supportin
promoting broader

memberships endorsing
process, encouraging
people to contribute.

design/scoping,of

* consultationydocument’

engagement
Public N/A Social media Contribute ideas Input to consultation process
Infgrmation on website Low level awareness raising campaign on climate
change basics
o science led — NIWA etc
Media N/A Press cehference Reactive media relations e Media release

Mediza release







Document 9

From: Paul Alexander

To: Kay Harrison (Parliament); Georgina Beasley (Parliament)
Cc: Roger Lincoln

Subject: briefing for next week"s twyford / shaw meeting

Date: Wednesday, 6 December 2017 8:32:43 AM

Attachments: image001.png

Kay, Georgina

Just flagging that working with MBIE, parts of mfe, MoT on briefing for the meeting next week
with Min Twyford. Had steered the team on basis of comments in meeting about their interest
in what a 2 year work programme could look. Just want to check that’s what’s required — other
ministries not so clear, and think there may be some more specific points to do with consenting
processes and construction they want to talk about

Brief being worked up as a joint one for tomorrow

thanks

S 9(2)(9)(i)-
Free and
Frank

Nga mihi,
Paul

Paul Alexander — Programme Director Low Emissions, Climate Change
021 243 0685

Ministry for the Environment — Manatu Mo Te Taiao

Website: www.mfe.govt.nz

23 Kate Sheppard Place, Thorndon, Wellington 6143
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To Hon James Shaw, Minister for Climate Change Tracking #: 17-B-04080
Security Level Budget sensitive Number of Attachments 1

Date Submitted: | 8 December 2017 Response needed by: No response needed
MfE Priority: Urgent Action Sought: Noting

Work programme and budget bids

Purpose

1. You have requested an overview of the climate change priorities over 2018/19, and how
these relate to budget bids.

2. This briefing will aid you in your discussions at CBC on 13 December 2017 on the
financial implications of the Zero Carbon Bill, should it come up. It attaches:

e asummary of key priorities for 2018/19, and the new funding sought to deliver on
these priority areas, and when [Appendix 1]

Key points
3. We consider the climate change priorities for 2018/19 to be:

legislate a Zero Carbon Act (including a Climate Change Commission)

¢}
4. We'd like to discuss these priority areas with you, and will incorporate your other priority
areas as you see fit.

5. To fulfil these climate change priorities we need to bid for money under three budget
processes:

a. 100 Day Plan budget appropriation (these are the final figures used in Cabinet
paper, 100 Day Plan for Climate Change, due at CBC on 13 December)

e a Zero Carbon Bill — $0.640 million over two years, to publicly consult
and to pay Crown Law fees. These are necessary components to achieve
enduring climate legislation.

w *Oo ~ Cum




Roger Lincoln
Director
Climate Change Directorate

Hon James Shaw
Minister for Climate Change Date

Ministry for the Environment contacts

Position Cell phone 1*! contact

Policy Analyst

Manager, Climate

_Change Policy
Director, Climate . .

_Change Roger Lincoln 027 292762? v
Deputy Secretary,
Environmental
Performance, Innovation Penny Nelson 021 460160
and Climate 7 |

Janine Smith 021 144 7617




Appendix 1: Double-sided A4 containing a summary of the climate change
priorities and the new funding required over three budget processes to deliver
on these



Climate Change Priorities for 2018/19 [DRAFT]

Intention...

Legislate a Zero
Carbon Act

Take action on climate change
by setting the ambition and
architecture for climate change
policy in New Zeeland

Current status...

Cabinet paper to be:

lodged on 7 Dec

considered by CBC on 13 Dec
considered by Cabinet on 18 Dec
Announcement on 19 Dec

Over the next months...

Three critical things to deliver over the next few months :

. Interim Climate Commission established
Economic analysis of target options (impacts and
opportunities)

. Consultation approach to bring Zealanders along
with us.

December 2017

Leading to...

. Pathway towards zero emissions

2 New Zealand Government held to

account for climate change action

3. Businesses taking action to reduce

emissions




BUDGET SENSITIVE

Funding required to progress climate change priorities

$61.5 million in MfE departmental budget After reprioritising, new funt;hng needed ove_r trntee
18/19 MfE operating baseline (drop from $68m in 17/18 due to time-bound funding ceasing; usually sit around $60-64m) budget processes to meet climate change priorities

Of that, $7.9 million is for climate change directorate (no changes in outyears)
to meet climate change priorities

Zero Carbon Bill (includes payment for
Crown Law, and consultation)
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To Hon James Shaw, Minister for Climate Change Tracking #: 17-B-04132
Security Level In confidence Number of Attachments Two

Date Submitted: Response needed by: N/A

MfE Priority: Non-Urgent Action Sought: Noting

Zero Carbon Bill indicative calendar for January and February 2018

e e e e e e re——

Key Messages

1. The purpose of this briefing is to provide you with an indicative timetable for January and
February 2018 for next steps for the Zero Carbon Bill and associated policy development
(appendix 1).

2. There are three key matters related to the Zero Carbon Bill that shoul ocus on in
January and February:

b. terms of reference for the Interim Climate Chan itte d

a. next steps for manifesto bids for Climate Change Co;n& on (re?bneﬂng 17-B-04128)

c. terms of reference for the Climate Change Chi K@ard
3. The Cabinet and Cabinet Committee timetabl 18 h yet been published by Cabinet
otic 8) which sets out the New Year
X

Office. Cabinet Office has released a notic
Meeting Timetable up until early Februar endl
4. Until the timetable for 2018 is publish ha ap| ommated when the committees may be

meeting in late February, so that y eanj hen you might be receiving briefings.
Early and active consultation 1t@ Mln |l| continue to be important in moving this
work forward. \\

5. We will provide you with@&ted le after the Cabinet and Cabinet Committee
timetable for 2018 has be pubka\& hich we expect in January 2018.
Signature

e — - e —

o L T

Climate Change Directorate Date

Hon James Shaw
Minister for Climate Change Date



Ministry for the Environment contacts

Position Cell phone 1% contact
Principal author

Responsible Janine Smith, Manager, Climate
Manager Change Policy

Director Roger Lincoln 027 290 7625 v

021 144 7617
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Appendix 1: Zero Carbon Bill indicative calendar for January & February 2018

Appendix to 17-B-04132
IN CONFIDENCE

Week beginning

) Expected this
Mon Tues Wed Thurs Fri P
week
Ministry for the Environment is closed
Meet officials on ...w<.u.m._m=" nmnio.:wo: i Decide next steps on
Climate Change Climate Change Climate Commission
Commission Budget? . Commission Budget Budget
Cabinet Appointments Potential meeting with
& Honours committee Minister of Finance
(APH) and Cabinet
Business Committee
(CBC) scheduled
Draft Cabinet paper/s Indicate your early
Officials” meeting on Interim Committee views on Interim
- , Committee TOR and
TOR &
| Sat 3 Feb: end of 100 Days
Ministerial
Officials” meeting consultation on

Ministeria! consultation on drait Cabinet

paper/s

Interim Committee
TOR

No Cabinet meeting
scheduled this week

Officials’ meeting

10am: lodge paper/s
with Cabinet Office

Normal Cabinet and
Cabinet committee
timetable expected to
resume this week

Officials" meeting

If the relevant Cabinet committee is meeting, could report back on TORs for Interim

Committee and

If Cabinet meeting,
confirm Cabinet
committee decisions
on Interim Committee
CE Board

Subject to Cabinet
agreement, could
announce TOR for Interim
Committee and CE Board

28 Feb: Cabinet agreed to
Terms of Refer

Terms of Reference for

Briefings to you on:

« consultation &
engagement

+ economic analysis










274075 IN CONFIDENCE
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To Hon James Shaw, Minister for Climate Change
Tracking #: 2017-B-04106

Security | In-confidence Number of Attachments | 1 letter

Level 2 draft Cabinet papers
Date Submitted: | 20 December 2017 | Response needed by: 23 January 2018

MfE Priority: Non-Urgent Action Sought: Decision

Legal: 2018 Climate Change Legislation Bids

Key Messa___ggﬁ_

e S — =N

1. This paper seeks your agreement to submit two legislative bidg for inclusign in the 2018
Legislative Programme.

2. The proposed bid requests in order of priority are:
e Zero Carbon Bill — category 5 (to be referred t6 a select committee in the year); and

e Climate Change Response Amendment Bill — pategory 8 instructions to be provided
to Parliamentary Counsel Office in the yean).

3. Attached for your approval is a draft coverihg letter afiel dfaft papers to the Legislation
Coordinator in the Cabinet Office.

4. You are required to submit bidsfor‘the Legislation Programme 2018 to the Legislation
Coordinator in the Cabinet Officecby 10am on Rriday 26 January 2018 (as requested in
the Cabinet Office circular CO+17) 11). Bidsymust be submitted with a covering letter that
ranks all bids in each portfolio:

Recommendations

5. We recommendithat you:

a. agree that the fellewing bids in the Climate Change portfolio be submitted for
inclusion in'thex2018 Legislative Programme, ranked in the following order of
priority:

i.  Zero Carbon Bill — category 5 (to be referred to a select committee in the
year)

Yes/No

ii. Climate Change Response Amendment Bill — category 6 (instructions to the
Parliamentary Counsel Office to be provided in the year)

Yes/No

b.  sign the attached letter to the Cabinet Office requesting the above bills be
awarded a place in the 2018 Legislation Programme

Yes/No

1




c. submit the letter and Cabinet papers for the bills within the Climate Change
portfolio to the Cabinet Office by 10am on Friday 26 January 2018.

Yes/No

Signature

N Y= eI

Jane Strachan
Director
Directorate: Legal

Hon James Shaw
Minister for Climate Change Date
S 9(2)(a) Protection

Ministry for the Environment contacts of natural persons

Position Cell phone 1% contact

Principal author 59(2)(a) - privacy s ol
Responsible Manager Alice King 0220441189
Director Jane Strachan 0272437486
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gal: 2018 Climate Change Legislation Bids

Supporting material

Context

——— R e e - o

Cabinet Office circular CO (17) 11 sets out the requirements for the preparation of
requests (‘bids’) from Ministers for bills to be awarded places on the 2018 Legislation
Programme.

Ministers are asked to arrange for bids for the 2018 Legislation Programme to be
delivered to the Legislation Coordinator in the Cabinet Office by 10am on Friday, 26
January 2018. '

A standard format for each bid is set out in the annexste~the-Cabinet Office circular.
Each bid must be authorised by the Minister, or in theéycase of multiple hids, attached
under a covering letter authorised by the Minister. Whereva Ministeris, stibmitting more
than one bid in a portfolio, the bids must be provided“wnder a covering letter authorised
by the Minister that ranks all bids in that portfolioy,

The priorities given to bills for a calendar year.are as follows;
o Category 1: must be passed or introdtged in the yeahas a matter of law
e Category 2: must be passed in the yéar
e Category 3: to be passed jf-possible in the\year
e Category 4: to be passé€d.liner exteridedssitting hours
e Category 5: to be réfefyed to a select,committee in the year
o Category 6: ifhgtrdCtions to beprovided to PCO in the year
o Category7: on hold
o Categopy 8™not to procecd.

These bids are compilet, by the Legislation Co-ordinator in the Cabinet Office, and
submitted to the Cabinet\.egislation Committee (LEG) for a decision on which bills are to
be included in the Legislation Programme, and the priority that they will be given.

A place on the annwual Legislation Programme must be sought for the following matters:
e every bill that is currently before the House or a select committee;

e bills that are currently undergoing policy development work, or are being drafted,
and have a place on the previous (2017) Legislation Programme or in the 100
Day Plan;

e policy proposals that may result in a bill in 2018 (including bills likely to be
proposed in Law Commission reports).

A Cabinet paper for each bill in the Climate Change portfolio, its proposed ranking within
the portfolio and a covering letter to the Cabinet Office is included in this briefing. Each
bill and its proposed priority is summarised below.



Analysis and Advice

8. To give effect to the Government's priorities the Ministry proposes that you request the
following bills be awarded a place on the 2018 Legislation Programme. The bills in order
of priority are:

e Zero Carbon Bill — category 5 (to be referred to a select committee in the year); and

¢ Climate Change Response Amendment Bill — category 6 (instructions to be provided
to Parliamentary Counsel Office in the year).

9. In early 2019, new places will be sought for these bills on the 2019 Legislation
Programme. At that point you may wish to seek a priority 2 (must be passed in the year)
for the Zero Carbon Bill, and similarly increase the priority sought for the Climate Change
Response Amendment Bill. We will advise you on this in December 2018.

10. A Cabinet paper for each bill in the Climate Change portfolio, its proposed ranking within
the portfolio and a covering letter to the Cabinet Office is includéd in this\briefing. Each
bill and its proposed priority is summarised below.

Zero Carbon Bill

11. The Zero Carbon Bill will provide an overarching framework for New Zealand’s climate
change policy by:

° setting a net zero by 2050 target (2050 Farget);
e establishing an independent Climate Change Commission (the Commission); and
e  defining the Commission’s rolesy'powers and fihctiens.

12. These policy objectives were sighialled in the éGavernment’s 100 Day Plan, and in the
coalition and confidence and supply agreements, on the basis of which the Government
was formed.

13. On 18 December 2017€abinet agreed te the process for developing the Zero Carbon
Bill [CAB-17-MIN-0547 @1 and CBC-1{-MIN-0056 refers], and invited you to report back
to Cabinet by 31 August2018 seeking policy decisions for the Bill.

14. We propose thefallowing keystéps:
¢ Now to April 2018 "Gathering expert advice and extensive evidence to inform public
consultation.
e May/June 2Q018: Public consultation on the Bill's proposed content.

e July to end of October 2018: Cabinet decisions on policy, drafting and approval of
the Bill, release of an exposure draft (if exposure draft is planned), and introduction
of the Bill to Parliament.

¢ Early November 2018: Bill referred to a select committee.
e March 2019: Report back from select committee.
e  April 2019: Bill is enacted and commences.

Climate Change Response Amendment Bill

15. The Climate Change Response Amendment Bill would amend the Climate Change
Response Act 2002 (CCRA) in order to improve the operation of the New Zealand
Emissions Trading Scheme (NZ ETS) and ensure that New Zealand complies with its
international obligations in relation to climate change. These amendments would align

4



16.

7.8

19.

20.

2%

22.

with the Government’s priorities, including by supporting New Zealand in meeting the
2050 target set by the proposed Zero Carbon Bill.

The proposed changes arise from a review of the NZ ETS initiated by the previous
Government in November 2015 [CAB-15-MIN-0217 refers], which advised on potential
changes to the NZ ETS to assist New Zealand in meeting its international obligations and
prepare New Zealand for changing international circumstances. Stage | of the review was
addressed by amendments made to the CCRA in 2016. The previous Government
consulted on stage 1l of the review in 2016, and Cabinet made a series of in-principle
decisions and noted areas for further work in mid-2017 [CAB-17-MIN-0369 refers].

Further consultation and analysis is required to determine what amendments are required
to address stage Il of the review. Amendments may be needed in relation to issues
including:

o the NZ ETS’ relationship to international markets;

e the NZ ETS price ceiling;

e decisions on NZ ETS unit supply settings and volumes;

¢ operational and technical changes;
o forestry accounting; Z3002) (vl
 free allocation; and under rpimiSterial
copsidesation

e the New Zealand Emission Unit Registert
S 9(2)(f)(iv)-Under Ministerial Consideration

The Bill may also incorporate relevant arméndnients to the CCRA which may be needed
to bring domestic law in_compliance with, the Paris Agreement on climate change (the
Agreement), which New Zealand ratifiechon 4 October 2016 and which entered into force
on 4 November 2016, Aniendments may be needed in relation to the following:

e reducing gfeenhouse gas emissions (mitigation);

¢ transparencys (measuring, sreporting, and verification of greenhouse gas emissions
and progress towardls targets);

e greenhouse gas sinks and reservoirs including forests;
e carbon markets

e adapting to the effects of climate change;

e international climate finance;

e transferring technology to developing countries;

e capacity-building of developing countries; and

e education, training and public awareness.

The rules under the Agreement are still being negotiated. The outcome of these
negotiations will determine the amendments to the CCRA.

The Bill could also incorporate other emerging issues that are under consideration,
including operational issues. For example to give effect to the Carbon Offsetting and
Reduction Scheme for International Aviation.

The proposed process involves the following key steps:



S 9(2)(f)(iv)-Under Ministerial Consideration

S 9(2)(f)(iv)-Still
under ministerial
) ) consideration

Consultation and Collaboration

e —————— e —————— ey

23. Parliamentary Counsel Office have reviewed the draft bids,and advise that‘they have a
number of concerns about the timeframes specified for both 'bills d@ie.to'the limited time
each timeline provides for drafting. The tight timefraes are required’if the Government
wishes to have the Zero Carbon Bill passed,as soon as possible, and the Climate
Change Response Amendment Bill passed soon after:

24. We intend to manage these time constraintsithrough engaging.with PCO early and often,
however you may also need to seek approvalfrom the Atterney General for PCO to focus
its resources on these two Bills.

Risks and mitigations

25. The proposed changes to the Climate Change Response Act arise from a review of the
NZ ETS initiated by the.pfevious Gavernment in November 2015 [CAB-15-MIN-0217
refers], which adviséd ‘oh /potential changes to the NZ ETS to assist New Zealand in
meeting its international, obligations and prepare New Zealand for changing international
circumstances¢1fithé proposed/changes are not made there is a risk New Zealand will not
meet its international obligations.

pIelS 9(2)(f)(iv)-Under Ministerial Consideration

S 9(2)(f)(iv)-Still
under ministerial

consideration



Legal issues

29. There are no legal issues associated with the submission of the attached legislative bids
for inclusion on the 2018 Legislation Programme.

Financial, regulatory and legislative implications

30. No financial, regulatory or legislative sensitivities or implications have been identified in
respect of the submission of the attached legislative bids for inclusion on the 2018
Legislation Programme.

31. You are being advised separately about the financial implications for the work done to
introduce the Zero Carbon Bill, for establishing the Climate Change Commission, and
fiscal implications of a 2050 target.

Programme, you must submit your requests for ea olio. T uests must be
submitted in the form of the attached letter and inet papers each Bill, to the
Cabinet Office by 10.00am on Friday, 26 Janua

33. Two hard copies of each bid must be pr
Cabinet Office. In addition, an electroni sion of e
Legislation Coordinator (gerrard.carter: .govt.nz‘@.

Next Steps ) \
32. Once you have determined the Bills to request be wﬁ%'gg in the @ﬁ Legislation
po %&1

must be emailed to the

(o) the’@%n Coordinator in the
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Cabinet Office

Level 10

Executive Wing
PARLIAMENT BUILDINGS

Attention: Legislation Coordinator

2018 Legislation Programme: Submission of Bids for the Glimate Change Portfolio

As requested in the Cabinet Office Circular CO (17) 11ghwish to submit the following bids, in
order of rank within the Climate Change portfolio, for'eofisiderationfor inclusion in the 2018
Legislation Programme:

a) Zero Carbon Bill — category 5 (to be referred te a select cammittee in the year)

b) Climate Change Response Amendnient Bill= categery 6 (instructions to the
Parliamentary Counsel Office to be provided in thé year).

Yours sincerely

Hon James Shaw
Minister for Climate €hange



In Confidence

Office of the Minister for Climate Change

Cabinet Legislation Committee

Zero Carbon Bill: Request for Priority in the 2018 Legislation Programme

Summary Information

1.

Details regarding the bid for the Zero Carbon Bill:
1.1 Portfolio of sponsoring Minister: Minister for Climate Change
1.2 Department responsible: Ministry for the Environment
1.3 Departmental contact for clarification for further information?
Name: Roger Lincoln
Phone: 027 290 7625
Email: ~ roger.lincelh@mfe.govinz
1.4 Title of proposed Bill: Zero*Carbon Bill
1.5 Proposed ranking of Billawithin the bids frem this portfolio: 1 of 2
1.6 Estimated number of Clauses inthe Bill: 50 — 70
1.7 Complexity of clauges: Mediupn

1.8 Proposed prigrify? Category S, (to be referred to a select committee in the year)

Policy

2.

The overarching purposesef'the Zero Carbon Bill will be to act as the architecture for
New Zealand’s climdteschange policy. To achieve this the Bill will:

2.1. set a net zerah 2050 target (2050 Target);
2.2. establish ah independent Climate Change Commission (the Commission); and
2.3. define the Commission’s roles, powers and functions.

These objectives were signalled in the Government’s 100 Day Plan, the Government’s
coalition agreement between the New Zealand Labour Party and New Zealand First, and
in the Government’s confidence and supply agreement between the New Zealand
Labour Party and the Green Party of Aotearoa New Zealand.

On 18 December 2017, Cabinet agreed to the process for developing the Zero Carbon
Bill and invited me to report-back to Cabinet by 31 August 2018 seeking policy
decisions for the Bill [CAB-17-Min-0547 and CBC-17-MIN-0056 refers].

Need for legislation

i

Setting a new 2050 Target through the Bill will give it greater legal standing . There are
existing mechanisms in the Climate Change Response Act 2002 to set targets (eg, by
publication in the New Zealand Gazette or through regulations) which could be faster



than passing a bill. However, codifying the 2050 Target in primary legislation could
assist in:

5.1. creating a stable policy environment for businesses to be able to make long-term
investment decisions;

5.2. enabling greater public transparency, participation and scrutiny over process;
5.3. driving growth and innovation;

5.4. ensuring New Zealand is world leading in honouring the Paris Agreement aims to
hold global warming to well below two degrees Celsius, and

5.5. pursuing efforts to limit the temperature increase to 1.5 degrees Celsius.

To support New Zealand in meeting the 2050 Target, I also propose an independent
Climate Change Commission be established by the Bill.

Our institutional arrangements need to be able to address, the' incompatibility of the
long-term nature of climate change and short-term%political cycles. A number of
countries have sought to address this through changes to Mstitutionabasrangements that
better place them to meet the intergenerational challenge of climate ¢hange.

The Parliamentary Commissioner for the Environiment propGsed the establishment of an
independent Climate Change Commission (Similar to the UK Committee on Climate
Change, established under the UK Climate ‘Change Act\2008) as a way of addressing
this issue in New Zealand. This was alst”signalled by the Government in the 100 Day
Plan. Thus I propose the Zero CarbomdBill is th€ meehanism by which the Commission
is established.

The proposed priority fof this”Bill is Prierity 5 (to be refetred to a select committee in
the year). This enables"thefollowingkeysteps to occur beforehand:

9.1. Now to April 2018: gathening expert advice and extensive evidence to inform
public onsultation

9.2. May/June 2018:Publicconsultation on the Bill’s proposed content

9.3. July to end’of"©ctober 2018: Cabinet decisions on policy, drafting and approval of
the Bill, and introduction of the Bill to Parliament.

9.4. Early November 2018: referred to a select committee.

Compliance

10.

The proposed Bill will comply with:
10.1.  the principles of the Treaty of Waitangi;

10.2. the rights and freedoms contained in the New Zealand Bill of Rights Act 1990
and the Human Rights Act 1993;

10.3.  the principles and guidelines set out in the Privacy Act 1993;

10.4.  relevant international standards and obligations; and



10.5.  the LAC Guidelines: Guidelines on Process and Content of Legislation.

Binding on the Crown

11.

The Zero Carbon Bill will bind the Crown.

Consultation

12.

13

14.

The following agencies were consulted on the Cabinet paper that set out the process for
developing the Zero Carbon Bill: the Department of the Prime Minister and Cabinet
(Policy Advisory Group); State Services Commission; the Treasury; Parliamentary
Counsel Office; Ministry of Foreign Affairs and Trade, MBIE; Department of
Conservation; Department of Internal Affairs; Te Puni Kokiri; Ministry of Transport;
New Zealand Transport Agency; Ministry of Justice (Post-Treaty Settlements Unit;
Civil and Constitutional Policy); Ministry for Primary Industries; Land Information
New Zealand; Ministry of Health; Ministry for Women; and the Environmental
Protection Authority.

I intend for public consultation on the Bill to occur in May/June 2018. An exposure
draft of the Bill may be released in September 2018, priox tGvintréduction.

The Bill will be referred to the Legislation Design and Advisory Cotnmittee because it
will be a significant new principal Act.

Associated regulations

15.

Timeline
S 9(2)(f)(iv)-Under Ministerial Consideration

No regulations will likely be needed to giveeffect to thelprevisions in the Bill.
S 9(2)(f)(iv)-Still
under ministerial
consideration




S 9(2)(f)(iv)-Under Ministerial




Recommendations
17.  The Minister for Climate Change recommends that the committee:

17.1. note that the Zero Carbon Bill will set a 2050 target and establish a Climate
Change Commission;

17.2. approve the inclusion of the Zero Carbon Bill in the 2018 Legislation
Programme, with a priority of Category 5 (to be referred to a select committee in
the year);

17.3. note that the final drafting instructions are intended to be provided to the
Parliamentary Counsel Office in August 2018;

17.4. note that the Bill should be introduced no later than the end of October 2018; and
17.5. note that the Bill should be enacted no later than May 2019.

Authorised for lodgement @ \
O

Hon James Shaw

Minister for Climate Change 6 @
/ / K
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Document 13

To: Georgina Beasley (Parliament) S 9(2 ;

a) - Protection of natural persons
Subject: CC Adaptation briefing question ( )( ) P
Date: Monday, 15 January 2018 4:20:56 PM

Attachments: image001.png

Hi Georgina —

Im just compiling a 1 page fact sheet for ELT for Select Committee at the moment, & | have a
quick question on the Briefing note that went across late last year 2017-B-04099 Draft Options
Report from the CCATWG.docx

There was a recommendation in there to:
a. Request a briefing from officials on whether or not, and how climate
change adaptation should feature within the Zero Carbon Bill (the Bill)
and / or a Climate Change Commission

Do you know if this recommendation was approved / agreed to by chance?

Jo

Cheers —hope you had a nice break! @ \
SRS

Nga mihi E é 0
*

— Policy Analyst/Kaitatari Kau@, Clim&\'gnge

Manatu Mo Te Taiao — Ministry for the Environment

Waea/Phone: S EIRNIENI 1mera/Email
Wharangi ipurangi /Website: www.mfe.goytinz
Wahi mahi/address: No.3 The Terrace, P 362 V‘@l on 6143
i o i @0 N
ulu"y.fur t @ \
Envi I'nenb
Manati aiao

Click below for the latest ﬂndi@r the state of our atmosphere and climate

Ygovt.nz Wharangi ipurangi/Website:




Miuistry for the Making Aotearoa New Zealand
Environment the most liveable place in the world
Manati Mo Te Taido . Aotearoa - he whenua mana kura mé te tangata

To Hon James Shaw, Minister for Climate Change Tracking #: 2018-B-04204
Security Level In confidence Number of Attachments Nil

Date Submitted: Response needed by: N/A

MfE Priority: Non-Urgent Action Sought: Note only

Zero Carbon Bill: possible cross-party questions

Key Messages

— —— e —— e e e e

1. This briefing provides a series of questions to ask cross-party members of Parliament as
a first step to obtain cross party support for the Interim Climate Change Committee
(Committee) and Zero Carbon Bill.

Context

2. As discussed in previous advice, we consider a critical s fac 5sa»the enduring
legal architecture of climate change policy is to obtainbipartisa rt on the Zero
Carbon Bill.

3. Given that the Committee is considered to be ﬁg& to t @ntual Climate Change
Commission we recommend you seek cros% su% its set up.

Possible questions

o :ﬂg__d A

Principles of the Bill @

4. The principles agreed to by (@net f\ and effective transition are:
a. taking atranspar d pacticipative approach to climate change policy
b. ensuring th setti @'owde investment predictability

relying on interna issions reductions to meet our targets, while retaining
all options at this d

d. creating enduring institutional arrangements for climate change and
environmental governance, with decisions underpinned by strong data and
evidence.

c. being amblt g%k ct to reducing our gross emissions by not unduly
an

Possible question you could ask members of Parliament:

What would success look like for you in establishing the architecture of climate change legislation in
New Zealand?

Interim Climate Change Committee

5. We recommend seeking cross-party support on the membership of the Committee, given
the importance of ensuring that the Committee’s work to gather evidence and analysis is
enduring and credible. The membership principles, criteria and expertise for the
Committee are set out below.

Membership principles

6. The key principles in selecting the Committee members are:
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creating enduring institutional arrangements for climate change and environmental
governance

taking a transparent and participative approach to climate change policy, and

following the UK Committee on Climate Change model by selecting experts in their
field, rather than stakeholder or interest group representatives.

Chair Criteria

7. The particular skills required of the Chair are:

~ 0 20 T @

h.

an accomplished leader with mana and credibility

a high level of strategic and government awareness
politically independent

capable of fronting the media

intellectually flexible and agile

able to hear others’ viewpoints then respond and%@st thir@g and comfortable

with having his or her own views challenged
committed to the intended outcome, and ab@motl\/é mbers to deliver on

time, and
potential to transition into chairing the ommlssmn

Expertise of the Committee

a.

b
c.
d

I

g.

8. The other particular areas of knowl desir {@r Committee members are:

agriculture S\O

climate change policy
resource economlc |mp }Mcludmg social impacts and distribution)
te Tiriti o Wa t[kanga Maori, Maori economy, Maori business

and econom ma a Maori (traditional knowledge)
business and mter competitiveness, including an understanding of
innovation |mpa

energy production and supply, and

climate change science.

Possible questions you could ask members of Parliament:

How do the principles, criteria and expertise resonate with you? Do you have names in mind that
would fit those criteria?

Three key areas of analysis for inclusion in Committee’s terms of reference

9. The three areas we are proposing that the Committee explore are:

whether and how agriculture could enter the New Zealand Emissions Trading
Scheme at 95% allocation

how to get to 100% renewable electricity generation, and

carbon budgeting and how could it work in practice.




Mapatk Mo Te Taiao Aotearoa - he whenua mana kura mo te tangata

iinistry for the 0 Making Aotearoa New Zealand
Environment ’ the most liveable place in the world

10. For the Committee to provide analysis and evidence on these questions the Committee
will look at the broader context of any alternative options.

11. Additional key points to note:

o this work would be passed onto the Climate Change Commission to make
recommendations, and

e just and effective transition plans will be developed alongside these areas of focus.

Possible questions to ask members of Parliament:

What are your views on the nature of the questions proposed for the Committee to consider on
agriculture and energy?

Other points to note for your discussions:
Timeframes

12. We recommend cross-party consultation on the matters raised above from 26 February
2018 to 8 March 2018. Q) \

Cross-party support on the Zero Carbon Bill

13. It will be important to note that this does not replac ross p%‘engagement on the
Zero Carbon Bill this could occur later in June/ u@

Signature Y

Janine Smith Q~® ‘\(g

Acting Director

g\()
Climate Change Directoratbs\

\\O

Hon James Shaw
Minister for Climate Change Date

Ministry for the Environment contacts

Position Name Cell phone 1* contact
Senior Policy Analyst, Climate Change

Policy s 9(2)(a)

gg:?g:;’r Policy Analyst, Climate Change Lawis Blavers 0204 009 5469

Acting Director, Climate Change Janine Smith 021 144 7617 v
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To Hon James Shaw, Minister for Climate Change Tracking #: 18-B-04193
Security Level In confidence Number of Attachments | Indicative timing of Zero

Carbon Bill papers and
ministerial consultation

Date Submitted: 26 January 2018 Response needed by: 1 February 2018
MfE Priority: Urgent Action Sought: Decision

Zero Carbon Bill - process until early April 2018

Key messages

1. This briefing provides an overview of:
¢ next steps for the Zero Carbon Bill Project
e key decision points and suggested Ministerial constiltation process.

2. The updated indicative timing for Zero Carbon Bill papefrs and.Ministerial consultation is
appended. o/

New Cabinet report-back date requires extension ‘
3. On 18 December 2017, Cabinet invited youyto repod back, by 28 February 2018 on:

e the terms of reference for the Interif’Climaté"€hange Committee (Interim Committee)

and

e the timing and sequenting of key government decisions on priority climate change policy
matters [CAB-17-MIN=0547.0-refers].

4. On Thursday 18 January 2018 you indicated that due to the Cabinet committee meeting
timetable, you are comfortable aiming for the Cabinet Environment, Energy and Climate
committee meeting (ENV) on 20 March 2018 on all points mentioned above. The
membership of the Interim Committee could then be confirmed at the Cabinet Appointments
and Honours committee meeting (APH) on 28 March 2018. This requires an extension to the
report-back date. We recommend that your office contact the Cabinet Office to confirm this
extension.

5. We also recommend that your office seek an extension to the usual 10am on the previous
Thursday deadline for lodging papers with Cabinet Office for the APH Interim Committee
membership paper (APH paper). We recommend that the APH paper be lodged with Cabinet
Office by 5pm on Monday 26 March 2018 following Cabinet consideration of the ENV paper.

Ministerial consultation — we recommend a three-stage process
Stage 1 — initial meeting with key Ministers

6. We recommend that you have an initial meeting with the Minister of Finance and Minister of
Economic Development (Hon David Parker) in the week of 12 February 2018 for an initial
discussion primarily about the
Bl You may also wish to include the Minister of State Services (Hon Chris Hipkins) in

this meeting given that the S
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7. We also recommend that you separately meet with the Deputy Prime Minister on these
matters because of the cross-cutting nature of these decisions.

8. During this same period, we recommend you gather further information from other sources
outside Government on the membership of the Interim Committee. For example, you could
seek information from the Sustainable Business Council. We will provide you with further
advice on this next week.

Stage 2 - telephone / further meetings with sector-specific Ministers

9. You could then consult (either by telephone or in person) the Ministers holding portfolios that
relate to the departments intended to be represented on the (SIS (Ministry for the
Environment; the Treasury; Ministry of Business, Innovation and Employment; and Ministry
for Primary Industries). We recommend you do this in the week of 19 February 2018. The
relevant Ministers are those holding the following portfolios:

a. Transport (Hon Phil Twyford)

b. Energy and Resources (Hon Megan Woods)

c. Agriculture (Hon Damien O'Connor), and Q) \
d. Forestry (Hon Shane Jones). \\g\ O

10. This will allow us to then consult the relevant pub&@gor chie egu tives in the weeks

starting 26 February and 5 March 2018.

11. You may also wish to consult these Ministers t Interi mittee membership at the
same time. We recommend that you also v\é»an earI versation in the week of 19
February 2018 with the following Mlmst about In@\x ommittee membership, given likely
interest to iwi and Maori:

a. Crown/Maori Relations (Hon Iﬁ_ym Da\ﬁK@hd
b. Maori Development (Hon-Nanaia Mahut
Stage 3 — formal consultatl@n Cabi \é(papers with all relevant Ministers

12. We then recommend%you se o’ draft Cabinet papers to the Ministers holding the
following portfolios for feedba March:

a. Prime Minister (Rt
Deputy Prime Minist
Crown/Maori Relations
Finance

Transport

Energy and Resources
State Services / Leader of the House (Hon Chris Hipkins)

S@e@ -0 a0 T

Economic Development / Environment / Attorney-General (Hon David Parker)

Maori Development

j. Agriculture

k. Forestry / Regional Economic Development (Hon Shane Jones)
. Women (Hon Julie Anne Genter), and

m. Conservation (Hon Eugenie Sage).
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Next steps

e e e T S s e

13. We recommend you discuss this with officials on Tuesday 30 January 2018.

Recommendations

PSP S S ———— S T )

14. We recommend that you:

a. agree to seek an extension from the Cabinet Office to the requirement to report back by
28 February 2018 on the terms of reference to the Interim Climate Change Committee,
and the timing and sequencing of
key government decisions on priority climate change policy matters to 26 March 2018

Yes / No

b. agree to seek an extension from the Cabinet Office to the lodgement deadline for the
Cabinet Appointment and Honours committee paper (seekmg confifmation of
membership of the Interim Climate Change Commlttee) to 5pm on Monday 26 March
2018 ‘

Yes / No

c. meet together with the Minister of Finance“_aﬁiMiihis‘tEr 'QZE"conomic Development, and
potentially also the Minister of State Services, in the.week of 12 February 2018 for an
initial discussion primarily about the public’sector.boafd of Chief Executives and also
about potential members of the lnterlm Cllmate Change Committee

-\ _‘ e ~H : Yes / No

d. meet the Deputy Prime Mlmstarm the week of 12 February 2018 for an initial discussion
primarily about the public§&ctor boatd of Chief Executives and also about potential
members of the Intenm Crrﬁ'late Change Committee

AN ‘ Yes / No
e. consult (either by telephbna er in person) Ministers holding the following portfolios
i. Transport ( \
ii. Energy and Res6rces
iii.  Agriculture, and
iv. Forestry

in the week of 19 February 2018 primarily about the public sector board of chief
executives but also about potential members of the Interim Climate Change Committee

Yes / No
f. consult (either by telephone or in person) Ministers holding the following portfolios
V. Crown/Maori Relations
vi.  Maori Development

in the week of 19 February 2018 about potential members of the Interim Climate Change
Committee

Yes / No
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g. note our suggestion to forward for formal Ministerial consultation the draft Cabinet
Environment, Energy & Climate committee policy paper containing the terms of
reference for the Interim Climate Change Committee, and the draft Cabinet
Appointments and Honours committee paper on the membership of the Interim
Committee, to Ministers holding the following portfolios:

i.  Prime Minister

ii. Deputy Prime Minister

iii. Crown/Maori Relations

iv. Finance

v. Transport

vi. Energy and Resources

vii. State Services / Leader of the House

viii. Economic Development / Environment / Attorney~Ge®ral

. X
ix. Maori Development 5\\'0 ?S)

X. Agriculture

xi. Forestry / Regional Economic Develop r@K Q
xii. Women, and Q”& ;\}O
MR

xiii. Conservation
for consultation on 22 February ZOéfor con@ back by 13 March 2018

%Q)

Yes / No
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h. discuss the contents of this briefing at your meeting with officials on 29 January 2018
Yes / No

Signature

W 2G.9(.(¢.

Janine Smith
Acting Director
Climate Change Directorate

Hon J Sh Q \
M(i):isfer??csnr Cl?rﬁate Change 60 @(b
\

Date

Position Cell phone 1% contact
Senior Policy Analyst, ClimatéChange, \../

Policy &% _

Senior POllcy Analyst, Climate @e _

Policy

Acting Director, Climate Change Janine Smith 021 144 7617 v
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Appendix 1: Indicative timing of Zero Carbon Bill papers and Ministerial
consultation



Three Cabinet papers:

Indicative timing of Zero Carbon Bill papers and Ministerial consultation

IN CONFIDENCE
as at 26 January 2018
Appendix to 18-8-04193

1. Cabinet Policy Paper reporting back on Interim Climate Change Committee (Interim Committee) terms of reference, climate change public sector chief executive’s board SIS terms of

reference, & the timing and sequencing of key government decisions on priority climate change policy matters; Cabinet Environment, Energy & Climate committee (ENV) 20 March, Cabinet 26 March
2. APH Paper: appointments to the Interim Committee; Cabinet Appointments & Honours Committee (APH) on'28 March, Cabinet 3 April
3. Consultation Cabinet Paper: A paper seeking approval to a discussion document in April/May

Week beginning

22 Jan

Actions for you

: Mon Tues Wed Thurs Fri
this week
Potential meeting with Minister of 22 23 24
Finance to discuss Budget. Wellington Anniversary *  Receive Climate Change Budget Feedback on Climate Change * Budget bids due with
Da 2018 Manifesto Initiative bid Budget 2018 Manifesto Initiative Treasury
b - Receive briefing Interim bid
Committee membership

Provide feedback to officials on 28 30 COfficials' meeting (discuss 31 2
Interim Committee membership. Interim Committee membership, * Receive 1% draft Cabinet
Officials developing policy & process steps until early April) Policy Paper
contacting potential Interim [Saturday 3 February = end of
Committee members. x first 100 Days]
Give feedback to cfficials on 5 8

Cabinet Policy Paper.

o policy)

7 fficials’ meet (d: cuss
Cabinet Policy Paper, 2050 target

Receive 1% draft APH Paper

Cive feedback to officials on APH
paper. Stage 1 Ministerial
consultation with key economic
Ministers.

12 Officials’ meetina (discuss
APH Paper)

Stage 1: Initial meeting together with Minister of Finance

Minister of Economic Development and potentially. Minister of State Services primarily abou

+ plus Interim Committee membership

Receive briefing on consultation
& engagement. Stage 2
Ministerial consultation with other
Ministers.

19 Officials' meeting

21 Receive final draft Cabinet
Policy and APH Papers

~ |and Interim

Committee membership

23

Stage 3: Ministerial and Globe-NZ

consultation on Cabinet Policy \
Paper & APH Paper. %3@& I i all rel ini: on Cabinet Policy Paper and APH paper, and Ministerial with other rel groups such as GLOBE-NZ
; iIN

Stage 3 Ministerial and Globe-NZ 5 Officials’ ing ° I 7 8
consultation on Cabinet Policy
Paper & APH Paper. \
(Parliament in recess) =

-
Stage 3: Ministerial and Globe-NZ 12  Officials’ meeti 13 14 16
consultation on Cabinet Policy Provide feedback to officials on By 10am: lodge Cabinet
Paper & APH Paper. Finalise Ministerial consultation to allow Policy Paper with Cabinet
Cabinet Policy Paper. final changes to Cabinet Policy Office
(Parliament in recess) Paper
Consideration by ENV. Finalise 1¢ Officials' meeting 20 21 23
APH Paper. ENV By 10am: time APH paper is

due for lodgment with Cabinet
Office

Cabinet consideration, possible 26 Officials' meeting 27 28 0
late lodgment of APH paper - Cabinet APH
following Cabinet, and = Late lodgment: lodge APH
consideration by APH. Paper with Cabinet Office
Cabinet consideration. 2 4 &

Easter Monday

3
> Ofﬁuals’ meeting
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Agenda for Ministerial Consultation — week of 12 February 2018
MfE Tracking #: 2018-B-04219

Meeting purpose: to discuss Cabinet decisions in March 2018 on the Zero Carbon Bill

Key points for discussion (provided in full in aide
memoire)

: Cabinet agreed in December to a participatory and
Introduction and context transparent approach to develop the Zero Carbon Bill
This Bill is a pivotal part of NZ’s economic strategy
March 2018 Cabinet decisions or report-back on:
The Interim Climate Change Committee terms of
reference
The Interim Climate Change Committee
membership




To Hon Jahes Shaw, Minister for Clima?e Chainige; T -
Tracking #: 2018-B-04219
Security Level In confidence Number of Attachments m
e
Y
bate Submitted: 9 Feéruar; 2018 Response needed by: 14 February
MfE Priority: Urgent Action Sought: Noting

Background Appendix: Zero Carbon Bill - Key Messages for Initial
Ministerial Consultation

- =

i PR
ut
of
sc

0
B
e

—

3. Appendix 7 provides an agenda for these meetings, with key points for discussion.
Appendix 8 provides an aide memoir of high-level talking points to assist you.

4. The purpose of these discussions is to test key decisions Ministers will need to make
regarding the March Cabinet papers, and set the context for how this fits with broader work
on the Zero Carbon Bill. Appendix 1 provides further background on this context if required,
and on the aspects we recommend you discuss if required. Appendix 3 also provides a high
level overview of the different components of the Zero Carbon Bill.

, and

E=S




sequencing of work.

You may wish to consider asking Hon David Parker for his views on the “timing and
sequencing of key government decisions on priority climate change policy matters” as you
are required to report back to Cabinet on this also in the March paper [CAB-17-MIN-
0547.01 refers]. You could ask the Minister for his views on the Interim Climate Change
Committee gathering evidence and undertaking analysis regarding the treatment of
agriculture in the New Zealand Emissions Trading Scheme, and his views on the Climate
Change Commission providing advice on this point once it is established.

We will provide you with further advice on this sequencing of key government decisions
aspect, and we recommend that you discuss this further with Minister Parker after you have
received this advice.

Appendix 1 of this brief provides you with key messages for these meetings covering both
the Committee and the CE Board. Other documents to support these discussions are also
provided as appendices.




Ministry for the Environment contacts

Position Name Cell phone 1% contact
Principal author —
Responsible Manager Janine Smith (Zero
Project)/Paul Alexander 021 243 0685
Director Roger Lincoln 027 290 7625 v

o



Appendix 3 — Overview of the different components of the Zero Carbon Bill
project

16



 May 2019

May 2018

uary 2018

Feb

=

Keep future Governments on track to meeting
long-term emissions reductions commitments
and help New Zealand better adapt to climate
change impacts.

Establishes

Evidence & analysis

Prepare independent evidence and analysis on
priority matters, including agriculture and
renewable electricity generation.

Late-March: Cabinet confirmation of
appointments

March: Cabinet finalises terms of reference

Mid-March: consultation with Ministers on
potential Members

Late-Feb: consultation with Ministers on
terms of reference

Feb: seeking suggestions for Members from a
range of organisations

2050 greenhouse gas
emissions reduction target

Zero Carbon Act receives
royal assent

Sets

Zero Carbon B&K /

May/dune: Public
consultation

" April: Cabinet considers
discussion document

Zero Carbon Bill
Components




From:

To:

Cc:

Subject:
Date:
Attachments:

Document 17

Sara Clarke

- ina Beasley (Parli )

Bulllets to support Ministerial discussion at 8am
Tuesday, 27 February 2018 5:02:13 PM
image001.png

Hi Georgina,
We understand officials are no longer required for the meeting tomorrow. The agenda noted
the Zero Carbon Bill and ETS related issues, and so we have drafted some bullets to support the

Minister on

issues which we believe may arise. We hope they are helpful.

Talking points on Zero Carbon Bill and Interim Committee

cm=

Objectives of Zero Carbon Bill

| want to get your views on how | approach the next key decisions, before formal
consultation with Ministers on the March Cabinet paper | am preparing.

The context of what | want to achieve through the Zero Carbon Bill is really relevant here.
The Zero Carbon Bill is a pivotal part of NZ's economiC'sirategy.

The Bill will send an enduring signal to the NZ egonomy that wemneed to be net zero by
2050.

It does this by setting a target in primary legisiation and establishing an independent
institution to advise government on how, the econory ‘ear transition.

In March | seek Cabinet degisioris, or am invited to report back to Cabinet on:
The Interim Climate Change.Cemmitteetens of reference.

The Interim Climate Chahge Committée membership.

The timing and segliencing of key Government decisions on priority climate change
policy matters.
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Sara Clarke — Manager, Climate Change Policy & Water Strategy
Ministry for the Environment — Manatu Mo Te Taiao




Mobile: 021 708 305 Email: sara.clarke@mfe.govt.nz Website: www.mfe.govt.nz
23 Kate Sheppard Place, Thorndon, Wellington 6143
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To Hon James Shaw, Minister for Climate Change | Tracking #: 18-B-04247

Security In Confidence | Number of Three 1. Slides on the scope of the Bill
Level Attachments 2. Proposed draft structure for the

discussion document
3. Summary of the communications
and engagement plan

Date - 9 March 2018 | Response needed | 12 March 2018
Submitted: by:
MfE Priority: | Urgent Action Sought; Discuss the contents of this briefing with officials

at your meeting with us on 12 March 2018

Zero Carbon Bill - Scope and engagement

Key Messages %) 2,
|
1. You are meeting with officials on 12 March 20%&’[ this&aiing, we would like to

discuss with you:
a. the scope of the Zero Carbon Bill (t Q argq'@osed draft structure for the

discussion document Q
b. our wider approach to consult and er@@ant.
2. This cover note: @ K :

a. attaches the draft mateyi e w’o&& to discuss with you during this meeting

b. sets out the key i d dire we seek from this discussion.
We consider there is incju@ two additional proposals within the scope of
the Bill, and therefor@onten@( e discussion document.
4
3. In December 2017, Cabinef d you to report back by 31 May 2018 on the content of

a public discussion doc nd innovative consultation options, including:
a. the proposed co t of the Bill
b. options for a 2050 greenhouse gas emissions reduction target
c. options for a Climate Change Commission.

4. Officials have conducted further analysis (Appendix 1) to explore the proposed content of
the Bill based on:

a. its fit within wider climate change policy
b. existing legislation
c. acomparison with other countries’ climate law (particularly the United Kingdom).

5. From this exercise, we have identified two additional core elements that could potentially
be included within the scope of the Bill:

a. a requirement for ‘stepping stones’ (i.e. carbon/emissions budgets), and
mechanisms for Government to reach a 2050 target

b. a requirement for a national climate change risk assessment and action plan
where progress is monitored, reported on and regularly updated.
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6. Your early direction and feedback will enable us to further develop proposals and the
discussion document, and support you in your discussions with your colleagues, ahead of
your report back to Cabinet on final policy decisions.

7. To meet legislative good practice, the discussion document needs to:

a. enable wide community, business and Maori/iwi engagement and consultation
(acting consistently with the principles of the Treaty of Waitangi), and encourage
cross-party support

b. provide enough technical detail and analysis on the proposals to:
o enable people to make informed decisions
o satisfy the Regulatory Impact Assessment (RIA) requirements
o enable the Parliamentary Counsel Office to draft clear legislation
c. be able to be understood by the general public. '
8. We are working with other agencies to get broad agreemerifon the scope of the Bill, and
the draft proposed structure and content of the discus ume sgﬁopendix 2).
We propose a wide-ranging consultation on the Zer, gC%?bon B?Which also facilitates
a nation-wide conversation on climate change. {
&énga@ t on the Bill serves a dual

a. to consult on the specific poli p%}sals i il |
b. to facilitate a nation-wide c%&tion all to action’ on climate change more
broadly. O
10. Our draft proposed engagel@% stra@\mppendix 3) reflects these two purposes,

through: @
a. Formal cons @\ecun%ngagement:

o focuséedon a echnical audience

9. You previously indicated that communications
purpose: '

o driven b @Ecussion document, with specific analysis and modelling
containg series of reports

o complemented by a more traditional means to engage face-to-face, such
as through workshops.

b. Mobilise action:

o focussed on a broader audience to encourage people (particularly those
who do not normally engage in Government consultation processes) to
have their say during the consultation and to take individual action

o driven by a strong online and media strategy, and working through others
to spread the message.
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Recommendations

11. We recommend that you:

a. discuss the contents of this briefing at your meeting with officials on 12 March

2018.
Yes / No

Signature
Director
Climate Change Directorate
Hon James Shaw
Minister for Climate Change Date
Ministry for the Environment contécts

Position Name Cell phone 1! contact

ASNBLr SKCONEN KON

Policy Analyst. Climate Change Policy S9(2)a) | _

Senior Policy Analyst, Climate Change Policy - _

Manager, Engagement Cat Wilson 027 503 3794

Manager, Climate Change Janine Smith | 021 144 7617 | v/
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Appendix 1: Slides on the scope of the Bill
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Appendix 2: Summary of the communications and engagement plan






Note: We are currently working with other agencies to get broad agreement on the proposed

structure and content.

PRE-INTRODUCTION

Narrative Elements to be covered

How to use this document

Introduce the key proposals and provide references to where
more detailed technical reports and assumptions for interested
readers can be found.

Summary two-pager

Summary of proposals for time-poor readers

INTRODUCTION
Narrative

The shape of our future will
be determined by how we
respond to climate change.

Elements to be covered

Why climate change matters'and lmpz?‘?’fs on everyday New
Zealanders (includj_ng_;‘f@éir liveliheod,’property, businesses)

The global conversation has
shifted from whether to act on
climate change to how much
each country can help.

;,I\Iﬁ"'

International ca‘btext ang’ aurrent commitments (keep brief)

NZ part Q%Iobal effg,g{gto <low the negative impacts of climate
change \.J"

F;
‘v',
_'—‘é'

Y 4

J

The time to act is now so we
can build a low emissions,
productive economy that all
New Zealanders can thrive in

ends in emjsgeﬁs (keep brief, more info later)

we should take greater action on climate change, ie
Im*ptact“on the economy, ie

@\ there are opportunities (eg benefits of being early-
movers including driving NZ based innovation)

but also transitional costs (eg economic adjustments as
the economy transitions)

-> express idea that action now makes a big difference to
future impacts

Upsides for environment and people
= Explain that as well as economic opportunities there are
wider positives from action on climate change such as
cleaner air, more joined up transport solutions (detail
TBC)

I!'

T_—
VA
)

&

rliu"’ L ]

f

4

- N\
v X

e

5

i),

o
V. y

Diagram to iflustrate impacts, possibly a landscape scene showing
two potential versions of NZ — one a 2 degrees future and one a
BAU future

Case study/side note: What can we learn from the UK & other

countries - how are others responding to changes in climate? (e.g.

1




use reports of ProdComm, PCE)

The Zero Carbon Bill will
provide us with a vision for
the future and a framework for
domestic action.

Overarching purpose of Bill

Key objectives of ZCB

Key principles when making decisions under the Act

Key components/proposals (state briefly what's in scope)

This ambitious plan to take
real action on climate change
is a journey that will involve
all New Zealanders.

Principles of just transition
How we intend to bring sectors along in this transition (ie no
economic shocks) & touch on work of the Interim Climate Change
Committee
Case study/side note: Our aspiration for NZ =2 paint a picture of
emerging industries & potential key sectors’ future, upskilling people
(keep brief, more info later on policies and transition pathways later)

‘

The Zero Carbon Bill is the
first step on that journey.

Q‘Q

e The Zero Carbon Bill lst e |n a gerjoumey
1. PassZCBto sett %vomt (mid 2019).

2. Develop eviden se for calé/impact of shift to low
emissions e@ (lew the Commission, Transition
Hub, tech dr
bodles)

e groups and expert/research

plem e pollc:Ies and transition pathways that
@omt (ie through NZ ETS and regulatory
to other legislation, guidance, business
Note: the route of the journey will be
ter on by the sector specific transition policies 2

\) ‘%

° @ Bill fits into the wider climate change agenda, including
(\ it with:

the Government’s economic strategy, investment, incentives,
R & D, private-public partnerships

— regulatory tools, such as the NZ ETS

— non-regulatory tools such as guidance, education

" The journey and its stages will a

Iso be discussed further in ‘Next Steps’




PROPOSALS (consistent with the proposed scope in Appendix 1)

A new 2050 target and the stepping stones to get us there

Narrative

A more ambitious emissions
reduction target for 2050 in
law will provide clear signal
on NZ's long-term emission
reduction goals

Elements to be covered

Case study/side note: Characteristics of different gases in NZ

Explain NZ emissions profile

e Current target and how we’re tracking (eg, emissions continue to
grow domestically)

The target could take many
forms and it's important to get
it right

)
A

{

Objectives for a new 2050 target (aligns with overarching ZCB
objectives & translated into assessment criteria specific to this
proposal) &)

e Options are TBC, but the target desré?ﬁéan comprise elements
including: <&

Form of target Yie

Timeframe<e.g. rguj,ﬁ-year Carbon budget)

Metrie, (veferenced'o'a base year or other metric)

éQoVe%ge (all seCiors or other split)

Gases (all gases or other split)

Conditiofality (conditional or unconditional)

Hou&jﬁts in with the carbon budgets

Level oftarget, ie:

p A
y 4

]
[]
]
]
[
]

4

N\ 2&5}% I |enet zero, or between 50-100% reduction on 1990
N\ levels
. '/ How it sits in relation to current targets/NDCs (to discuss
Lo (4> with MFAT)
% N Process options to recommend and/or review targets, eg
N\ » who/how/when

e Options analysis, including

RIA assessment against objective criteria

(note this section could be extensive as it covers costs and
benefits in quantitative, qualitative (ie for co-benefits, and
non-economic criteria), and overall economic impact terms.
Some information covered in technical reports)

Results

Recommendations

Setting interim goals provides
the stepping stones to meet a
new 2050 target

Case study/side note: How other countries (including UK) use carbon
budgets to keep on track.




e Set context for co-ordination across government (via Min groups,
CE Board, Hub) and why we are a developing good
understanding of costs (eg MACC curves)

e Objectives for emissions budgets (aligns with overarching ZCB
objectives & translated into assessment criteria specific to this
proposal)

o Options (TBC — early thinking®) but would cover:

—  Who sets the budgets

— How/whether budgets sits in relation to current targets/NDCs
(to discuss with MFAT)

— Considerations that should be taken into account/principles
for setting them

—  What types of emissions

— Domestic vs. international effort

— Duration of each, & how far in the future they should be set

—  Whether requirement by utive t@ publish / report to

Parliament \Q
— How progress sho {3&3 onit d enforced

e Options anaIyS|s ing ?
— RIA impa sm . st objective criteria
— Results 5
- Re om datlo
\‘
ran b modelling work and information we have
This will underpin the policies n varj pathways to meet the target > possible ways to
and transition pathways to ‘ sforﬁ\ reconomy (eg Vivid's pathways)
drive a just economic
transformation. Q innovation policy settings and technology and financing
Q‘ ort the transition

Q
se study/side note: What you can do now? [Examples of what

some industries are doing now to respond and actions individuals
can take now]

2 \We have high-level thinking on where the options for stepping stones could fit. Examples include a ‘trajectory
of emissions’ issued by Government versus a system of emission budgets set by the Commission, which
Government adopts. There are nuances of these options, relative to status quo.




An institutional framework that helps us proactively adapt to the impacts of climate change
Narrative Elements to be covered

e Problem definition
We also need to ensure New

Zealand is resilient to the » Known impacts of climate change in NZ [evidence base]
climate change impacts
already occurring and those | e Considerable calls for Government action > CCATWAG, councils
that are still to occur.

Case study/side note: Sector/geographical example?

e Objectives for adaptation mechanism (aligns with overarching
ZCB objectives & translated into assessment criteria specific to
this proposal)

""dw

i

e Options for the national clrmate risk assassment and action plan
set in law to cover:

An adaption mechanism in — Scope of the nsksaSSEssment and action plan, ie what it
law will be the foundation for proposes to cover="

New Zealand to proactively —  Who will beffesponsiblefordndertaking it?

adapt for the impacts of - Who will, b&msponSIble“fer monitoring?

- Whowill be respor JI‘SIble for reporting progress?
~  How'offen should itbe updated?
= Ro}esfresponsmllltles of central and local government (TBC)

2. S

climate change

|l|““

o __Options apalysis, including

;; - RIA impatt assessment against objective criteria
Resgulis

_ﬁ_‘;ecommendations

=

NI
Ve

N my

Il‘ rli

) <

An institutional design that keeps Us on track to meet our long-term goals
Narrative Elements to be covered

e Why climate action needs a long-term stable policy environment
Governments must commit to
a long term plan to address
climate change now and in

e How changes to institutional arrangements can help

the future Case study/side note: Machinery of Government — relationship
between proposed Commission & its various roles, Government and
Parliament

An independent Commission
will help commit Government




to the long term plan

Case study/side note: What is a Commission? + International
examples and what makes them successful

e Status quo and the case for establishing an independent
commission

e Objectives for institutional design (aligns with overarching ZCB
objectives & translated into assessment criteria specific to this
proposal)

e Options for the powers, functions and design of the Commission

to cover:

— Powers — how much independence and power will it have?
(eg advisory or decision-making)

— Functions — what will it be doing? (eg propose or set carbon
budgets, monitoring and reporting)

— Design features/success fastors (eg,funding, skillsets
required, fit in NZ contgxt, appointment.process, set-up
process, organisation@l form) N\

/ g

q

— How Government Will be held tovaccount (i.e. what happens if
Government dis s)
— Interaction wifh'\&TS anddntérnational credits / negotiations

» Options analy8is, includifig.™
— Explain RTA impaChassessment against objective criteria
—~ Basuli® ¢\

— Rédbmmendations
>\ n{ﬁj

NEXT STEPS
Narrative

Your feedback on the broad

proposals will help shape
what the Zero Carbon Bill will
look like

&

G

S &

b
b

- 'i:"Diagram of process steps for Bill & what public can expect next

¢ \What we need from people [link to submissions form]

The Zero Carbon Bill is part of
a bigger process

e Clarify ‘what’'s coming up’ & processes for potential changes to
legislation depending on final decisions (eg the CCRA in relation
to the NZ ETS), transition policies, future amendments to other
Acts, alignment with international commitments [NB: proper
process followed]

QUESTIONS [include all questions in separate section but link back to key proposals]

SUBMISSIONS FORM [simple to use template]
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Zero Carbon Bill: our engagement and
communications strategy

Purpose

This document summarises how the Ministry for the Environment (MfE) plans to engage with the public and
key stakeholders on the Zero Carbon Bill (ZCB). It is divided into the following parts:

¢ Context

e Purpose

e Objectives and indicators of success

e Principles

e Key ways we are doing things differently
e Yourrole

¢ Phases of engagement

e Risks and mitigations ’\,\Q ?\

Context Qé

The Government has committed to all New Zealand
transition to a low emissions, climate resilient future

portunlty to contribute to how we

It is generally considered good practice for pub onsultatl roposed legislation to run for a period of
at least four weeks. We are proposing that tatio e Zero Carbon Bill run for a period of six
weeks.
Prior to this consultation, we will be a@artnermg with iwi/Maori and key stakeholders to
develop the policy proposals and th
The proposed timeframes for t arbo%?are provided in the diagram below:
‘s\\ ro Carbon Bill Process
O December 2017 — mid-2018
Zero Carbon Bill Pre engggement gnd CONSULTATION Select Committee | Zero Carbon Act
announcement economic modelling End 2018 — early passed
Dec 2017 Jan 18 - May 18 dtMay=2-uly2078 2019 Mid-2019

Ongoing conversations with New Zealanders on mobilising action on climate change




Purpose

You have indicated that you consider the purpose of our mid-2018 communications and engagement
activity to be twofold:

e to consult on the specific policy proposals in the Zero Carbon Bill and meet the technical RIA
requirements to consult

e to facilitate a nation-wide conversation and ‘call to action’ on climate change more broadly.

Due to the dual purpose of the consultation, we will need to communicate and engage on the Zero Carbon
Bill in two different ways:

e Formal consultation/technical engagement — To meet legislative good practice and enable the
Parliamentary Counsel Office to draft, we will need to ensure that we provide enough policy detail
and assessment of options to enable people to make an informed decision on the specific
components of the Bill. We propose to do this via traditional consultation mechanisms. This
includes:

o the discussion document and related technical reports
o technical workshops (facilitated by MfE)
o one-on-one engagement with key stakeholders.

e Mobilise action — \We also need to engage those who t in |n the technical detail of
the Bill, or do not normally engage in public consultati p cesse propose to do this through
wide engagement. This includes:

o working with partners, such as iwi/Maori 6

o showing action individuals, organisatjong»busin d others are taking on climate change

o headlining with a call to action t obﬂme@ ple to have their say during consultation on
key issues and take action on e cha

%&0

Objectives and indicators of succe @

Purpose Objective @ @\ Indicators of success
Consult on the = New land w what the Zero | e We receive a high number of submissions
specific policy Carbon Bill i x a chance to have their on the ZCB consultation.
proposals in the say on @ icy proposals, and their o
Zero Carbon Bill voices ard\nedrd » We get positive feedback from key
stakeholders on the ZCB consultation and
the supporting information provided.
e People understand the proposals and their
importance.
Facilitate a nation- e New Zealanders are well-informed about | ¢ Through baseline research, we see that
wide conversation why climate change matters, the more people are aware of climate change
and ‘call to action’ on challenges and opportunities and know issues and feel confident they can take
climate change how they can contribute. action.
e Action on climate change becomes the | ¢ We see an increase in our social media
‘new normal’, and the action individuals, activity, with increased post engagement,
businesses, sectors and groups are taking likes and shares.
inspires others to follow, go faster and ) )
further. e New Zealanders find it easy to engage
with Ministry for the Environment on the
ZCB.




Principles

In meeting our purpose and objectives, we will be driven by the following principles:

1. We deliver results through partnership and collaboration, including working with key influencers

who can mobilise change.
2. We are customer centric

3. We are aligned internally and across government to ensure our messages on climate are
supported by and align with wider MfE messaging on the environment

4. We measure our success - to ensure we have the right mix of channels, targeted media and social

media.

5. We make a targeted, smart effort — we're focused on where we can make the biggest difference,
and how we reach key audiences in the most effective and efficient ways

6. We speak out on the facts and direction — we're visible, we lead the national conversation.

Audiences
We propose doing some baseline research to understand our audiences. At this stage, we are focusing on
the following:
. General public, with a focus on youth
. Business, with a focus on the following four sectors: @ \
o Agriculture 5& O
o Forestry & ?\
o Transport 6 OQ
o Energy
. Local government 0,0 \\'

. Science and academia

of the consultation.

We are also working and partnering with me@1 th&&proposals discussion document and format

Key ways we are doing things dlﬂg@ly \\Q

The what

a9

\I'he.ha%.\

Conduct baseline research to h
understand our audiences and uses&

segmentation to identify peopc
drivers, priorities, concerns, preferenges
and where they get their informatio
from

\k a research organisation on baseline research on audience

erception of climate change action to gain insights on where to focus
to create the most significant shift. We can then run this research later
at a later date to measure that shift.

Work with other government agencies such as EECA on market
research to inform how and where we focus on business engagement
on the ZCB

Work with a social media research organisation for research on
environmental social media trends

Use our modelling data to gain insights into regional impacts of climate
change.

A compelling call to action and a visual
identity for the consultation

Work with others, including our partners, to develop a compelling call
to action and consistent look and feel across collateral, social media
and our website

Work with well-known New Zealanders
to increase the impact and reach of our
message

Work with prominent New Zealanders, iwi/Maori, social media
influencers, journalists, leaders and businesses who inspire others to
take action on climate change, go further or faster.

Identify supporters and prominent New Zealanders that speak to a
wide range of the general public, such as;

o Sports personalities, particularly those who use our natural

3




environment for their sport, such as rowers, snowboarders etc.
o Trusted professions, such as the military, firefighters.
o Top 100 businesses.

We have had initial conversations with a group established by
Jacqueline Farman, who are interested in helping mobilise New
Zealanders to support action on climate change.

Work through others to build and test
our engagement materials

We have set up external working groups of interested parties with
relevant expertise (e.g. GenZero, ActionStation, Design and
Democracy Project and the Antarctic Research Centre) to help us
develop/test key online tools.

Work with the lwi Leaders Group to test our materials with iwi/Maori

Digital first, customer-centric — our
social and mainstream media strategy is
online and customer centric, with
infographics, images, videos and other
collateral that can be shared.

Create an online engagement hub for the consultation (as discussed
with you in a previous meeting)

Capture a broader representation of the population by making it
simpler and easier for people to indicate preferences and submit their
views (e.g. through simpler  submissions  form, and
tradeoffs/preferences polls and quizzes).

Specifically, we are exploring ways we can:

- Partner with Design an Democracy to help us develop the
nnalre

tradeoffs/preference
- Work with Action %to i

submissions for
ways n\which we are able to provide ‘live’
ring th ultation.

Create a s med| gy, that leverages networks of prominent

New s an a@e’uonal stars, that is underpinned by strong,
mfor e conte

e the form and content of our

We are also e
submissions da

Early engagement and soft launch
through social media and the online
portal to increase public exposure,

awareness on climate issues, a
momentum on the Zero Carbon Bill. @

Xgement content (e.g. climate basics, quick opinion

n achon people can take now) through the Online

nga Portal and on our social media ahead of formal
n the Bill.

ing on the timing of Cabinet decisions, we also intend to

e early notification to iwilMaori and key stakeholders on what

icy options are being considered, and when they can expect formal
consultation to begin.

Underpin support for the science@
modelling by sharing our data

assumptions early

Engage with science experts and respected economists e.g. science
experts on the Climate Change Adaptation Working Group, Sir Peter
Gluckman, and other high profile scientists via the Science Media
Centre early on the science and economic modelling underpinning our
policy analysis.

Work with these experts to disseminate information and generate
public confidence for the evidence base ahead of the proposals being
released.

Take traditional consultation events,
such as roadshows, and make them
fresh and new

Create a significant launch event to start the consultation (further detail
below).

Roadshows and public town hall meetings will be complimented with
online equivalents, which will give an opportunity for more
engagement, particularly with youth.

We would work with partners, such as iwi/Maori in key areas to run
events in support of the consultation that we would then promote with
through social media, e.g Facebook Live.

We plan to run technical workshops with key stakeholders (eg,
business, agriculture) around the country in conjunction with partnering
with others to create further events to promote the Bill.




Launch event
We propose:

e a high profile launch day, with events scheduled across the country. We would work with partners
and local ‘ambassadors’ in each region to support and promote events run locally, with a strong
social media campaign backing the events.

e that you take an active role in the launch, and with a day-long event, you could get to several events
that cover key sectors, such as business, agriculture and youth.

We would encourage you to get your colleagues involved with some of the events, particularly those in their

electorates.

This launch could be supported by other activities such as:

e An initiative for primary schools — nationwide colouring competition to get kids thinking about what
New Zealand in 2050 will look like.

Farm open days — work with an organisation like Fonterra or Dairy New Zealand to get people onto farms
and aware of good sustainability management practices.

Your role

We recommend you take a lead role in: @
e The launch event
e Key public meetings (initial thoughts are Auckland, Hanl{\'l—lawke% Dunedin)
e Online public meetings
e Mainstream media and social media

We will work with you to develop content for socual@and@e opportunities in other engagement

activities.

Phase 1 (current
phase)

Policy development
and engagement
planning

January — March
2018

Phases of engagement @ OK

We have built these elements into the ph

Description

g @ernment departments, international organisations and research
institutes elo tr@ icy proposals for the Zero Carbon Bill. Cross-agency groups have

been formed'to d this work, with a number of workshops in train.

We have als initial discussions with iwi (e.g. Iwi Chairs Forum), business (e.g. the
Sustainable ess Council), scientists (e.g. Antarctic Research Centre), NGOs (e.g.
GenZero), and other government agencies to:

» |earn what worked and what did not in their own engagement
e explore opportunities to leverage their networks and contacts
s connect up with other climate change events and activities planned for 2018.

We are continuing to identify other organisations, groups and influencers (including emerging
Maori climate leaders) that we can partner with for this engagement.

We are also engaging a creative agency to create a powerful call to action and design to use
across collateral, social media and our website.

Phase 2
Testing and
development

February — April
2018

To ensure that the public engagement and materials developed are fit-for-purpose, we are:

» commissioning baseline research on the public's attitudes and concerns on key
climate change issues.

o setting up network of interested parties with relevant expertise (e.g. GenZero,
ActionStation, Design and Democracy Project and the Antarctic Research Centre) to

5



help us develop/test key online tools.

This will enable us to gain external input on the potential supporting content and any
opportunities for information sharing, and an ‘end-user’ perspective on the tools and content
developed.

Phase 3
Early engagement
and consultation

March — May 2018

To increase public exposure and momentum on the Zero Carbon Bill, we will release pre-
engagement content through the Online Engagement Portal ahead of formal consultation on
the Bill. This will begin with

e asimple landing page with an overview of what the Government is planning, and

e a registration of interest form (so people can be notified on progress, and when
consultation will begin).

Over the weeks leading up to consultation, further pre-engagement content (e.g. climate
change basics, what action people can take now, and quick opinion polls) can be released
and linked to through social media.

To underpin confidence in and support for the science and modelling, we will share our data
and assumptions early with respected scientists and economists. We will work with these
experts to disseminate information for the evidence base ahead of the Bill's proposals being
released.

Depending on the timing of Cabinet decisions, we a@intend N)!rovide early notification to
iwi and key stakeholders on what policy optio eing ered, and when they can

n
expect formal consultation to begin. &5

Phase 4
Consultation

31 May — 12 July
2018

Phase 1 and 2 will help us plan an effe @onsulta In addition to the new engagement

tools proposed, the consultation P cou de a launch event, sector-specific

workshops, public meetings in reg cen’tre;~ ng in with established events, e.g. iwi
ey infl

regional forum and 1:1 meetings
We see value in increasing a@ﬁs to ele@epresentatives during the consultation process
(e.g. at regional meetim ctor workshops, or online through Q&As and live vlogs), so

people’s views express ugh annels are heard by decision-makers.

Phase 5
Post-consultation
and report back

June — October
2018

4
To acknowled e@ respo@om the public during the consultation process, we
recommend: \
sions data during the consultation

. %@@

h a summary of submissions shortly after the consultation closes
(e.9.

K; dates through newsletters and social media) on how the

ons are belng used and what the next steps are for the Bill process.

s provid
sub

Risks and mitigations

Issue/Risk

Mitigation

Criticism that a target of net zero
by 2050 could/will have significant
economic implications — opposition

mobilised

Clear that economic analysis for a net zero target is very important to get right
to ensure a just transition, which is why the Government is taking time to get it
right before locking it into a Bill.

Modelling is shared online — layered approach to comms from high level
messaging directing people to technical detail/modelling reports.

Supporters and champions especially from key sectors like agriculture speak
publicly on the need for and opportunities of transition to a low emissions
climate resilient economy.

Concern about what changes
mean for agricultural sector —

Strong stakeholder engagement with key agricultural groups in the lead up to
and during consultation.




opposition mobilised

Champions and supporters speak in support of the ZCB and encourage people
to have their say through submissions.

Series of articles/op eds and online engagement by respected voices in the
sector who support ZCB leading up to and during consultation.

Criticism of the science

Science experts on the CCATWG, Sir Peter Gluckman science authors of the
guidance and other high profile scientists via the Science Media Centre speak
publicly on the importance of scientific evidence to underpin and inform
decisions.

Other media issues or major
consultations overshadow our
engagement

Provide plenty of forward notice to media and opportunities to speak to the
Minister and experts.

Forward planning identifies and locks in media opportunities to build
engagement and get our story across.

Strong stakeholder engagement programme ensures key groups make
submissions and support conversations with their
members/supporters/communities.

We maximise our story telling through our owned channels and speak directly
to New Zealanders. @ \

Some groups, particularly Maori
and Generation Zero, may feel as if
they should have had more
involvement or credit to date.

Engagement with these key stake& a dgement given publicly.

A
oAl
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From: Penny Nelson
To: Sarah Deblock (Parliament)
Subject: Fwd: Zero Carbon Bill — Online Registration for Consultation
Date: Thursday, 15 March 2018 6:03:43 PM
Attachments: image001.png
image005.png
FYI

Sent from my iPhone

Begin

forwarded message:

Fron:
Date: 15 March 2018 at 5:34:12 PM NZDT

To: Penny Nelson <penny.nelson@mfe.govt.nz>
Subject: Zero Carbon Bill — Online Registration for Consultation

Innovation & Climate
Ministry for the Environment — Manatu Mo Te Taiao

Mobile: il: ebS|te WWW ovt.nz
23 Kate Sheppard Place, Welllngton PO Box 10362, éellmg 6143 %
Ministry for the
-
Environmen
Manata Mo Te Taiao E

— EA to Penny Nelson - Deputy Secretary%@nentail Pe@nance,

From: Behalf Of Penny Nelson

Sent: Thursday, arch 2018 5:23 p.m.
Subject: Zero Carbon Bill — Online Registration for Consultation
Importance: High

Good afternoon

We know many New Zealanders want to be part of the discussion on how we reduce our
emissions and want to be kept updated in the lead up to formal consultation on the Zero
Carbon Bill starting around the end of May.

Today we launched an online registration on the Ministry for the Environment website so
that individuals and organisations can register their interest in being part of the
Government’s consultation on what the Zero Carbon Bill should look like. By registering,
people can stay up to date with news and events in the lead up to and during consultation.

The online registration form can be found at http://www.mfe.govt.nz/have-your-say-zero-



carbon. Please share this link with your networks.

You don’t have to sign up to participate in the consultation. Anyone can make a
submission. And we’re planning lots of activities before and during the consultation
process to ensure everyone knows how they can make submissions and be part of the
national conversation on climate change and the Zero Carbon Bill.

Climate Change Minister James Shaw is announcing this registration page as part of his
speech tonight at the Environmental Defence Society’s Climate Change and Business
conference event.

The Zero Carbon Bill will be a cornerstone of New Zealand’s transition to a low emission
climate resilient future that will help us achieve our international commitments.

We look forward to having further conversations with you about the Zero Carbon Bill
consultation process and how your organisation can be involved.

Regards
Penny

Penny Nelson — Deputy Secretary, Environmental Per@e Inno?&iﬂ Climate

Ministry for the Environment — Manatu Mo Te Taiao

Mobile: 021 460 160 Email: Penny.Nelson@mfe.govt.nz bsite: www. r_r% iN
23 Kate Sheppard Place, Wellington, PO Box 10362, Wel 6143

EA:

Ministry for the
Environm t '{(\
O‘

Manata Mo Te T-n@ \
indjgg axoa mosphere and climate
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From:

To: Sarah Deblock (Parliament

Cc: Roger Lincoln; Cat Wilson; Vicki Connor; Penny Nelson; James Walker; Ministerials; Janine Smith -
. . . . . 9(2)

Subject: Draft PR: Sign up to join the conversation on the Zero Carbon Bill

Date: Thursday, 15 March 2018 1:08:09 PM

Attachments: image001.png

Hi Sarah

Draft press release follows.

DRAFT
Media release
15 March 2018

Sign up to join the conversation on the Zero Carbon Bill

From today New Zealanders can register their interest in being part of the Government’s
consultation on what the Zero Carbon Bill should look like, Climate-€hange Minister James Shaw
has announced.

“We know many New Zealanders want to be part of the discussion on how we reduce our
emissions and want to be kept updated in the lead upateiformal cofsultation starting around the
end of May.

“So we’ve set up an online registration progess onh the Minigtfy for the Environment website for
individuals or organisations who want te=heskept infafmed between now and then.

“You don’t have to register to be gartof the cohslitation. Anyone can make a submission. And
we’re planning lots of activitiesipefore and durihg the consultation process to ensure everyone
knows how they can make §ubmissions/anthbe part of the national conversation on climate
change and the Zero Carboen Bill.”

The Zero Carbon Bill will berar¢ornerstone of New Zealand’s transition to a low emission climate
resilient future that will help_us achieve our international commitments.

“This whole transition has to be shared by all of us. Consultation has to be with New Zealanders
across the country; from farmers and factory workers, to iwi and innovators. We want
everyone’s thoughts and ideas.”

The consultation will also cover the role of the new independent Climate Change Commission.
The Commission is intended to take a long-term non-partisan view, provide independent advice
to the government of the day, and ensure New Zealand stays on track to meet its climate change
goals.

“I'd encourage anyone who's interested in being part of the discussion on the Zero Carbon Bill to
sign up at the Ministry for the Environment website is http://www.mfe.govt.nz/have-your-say-
zero-carbon —and tell their friends to sign up too.”

ENDS



Any queries please give me a call.
Regards
Michelle

_ — Senior Communications Account Manager

Ministry for the Environment — Manatu Mo Te Taiao

Mobile I cmail —@mfe.govt.nz Website: www.mfe.govt.nz
23 Kate Sheppard Place, Thorndon, Wellington 6143

Ministry for the
‘ Environment
Manati Mo Te Taiao

Making Aotearoa New Zealand

the most liveable place in the world
Aptearoa - he whenua mana kura mé te tangata




Manatg Mo Te Taiao

Minfstry for the > Making Aotearoa New Zealand
Environment the most liveable place in the world

Aotearoa - he whenua mana kura mé te tangata

To Hon James Shaw, Minister for Climate Change
Tracking #: 2018-B-04442

Security Level In confidence t\tl]mAber of Attachments Nil
Date Submitted: 29/03/2018 Response needed by: 9/04/2018
MfE Priority: Non-Urgent Action Sought: Decision

Emissions budgets in the Zero Carbon Bill - Issues for Discussion
Document

Key Messages

1. The purpose of this briefing note is to present our initial analysis on emissions budgets, and
seek your views, prior to drafting the Zero Carbon Bill discussién’ document,

2. A long-term emission reduction target such as the ‘2050\net-zerd™tatget is a necessary®,
but not sufficient, tool to achieve a just transition to, a net-zero emissions economy. The
‘2050 net zero’ target needs to be supported by othefihstrumentsito ensure the transition is
both achieved, and consistent with the principles of the ZerolCarbon Act.

3. A key enabler of achieving the 2050 net-zefg target isyhaving stepping-stones or interim
emissions budgets® to define the path of\abatement thatfis required over time. This helps to:

a. allow for a just transition in tepms of intefgenerational wealth transfers
b. provide more certainty abaut the trafsition path for investors .

_ withheld under
¢. monitor progress of the transition and help ensure the country is ‘on-track’ s9(2)(f)iv

d. make the goverament of the day accountable for the long-term abatement target.

3 The target is necessary as it sets the level of ambition for emissions reductions.




Next steps:

6. Your direction will help shape our approach to the discussion document, including the

options to put forward and preferred options where appropriate. Sections of this briefing will
be simplified to provide content and questions for the Zero Carbon Act discussion
document in the following week.

Recommendations

We recommend that you:

a. Agree that the characterisation of the role of, and design considerations for,
emission budgets are appropriate

Yes/No

b. Agree that the design considerations for emissions budgets (as described in this
paper) should be further refined for inclusion in. the discussionddcument.

Signature

Paul Alexander

Programme Director, Climate Charige

Hon James Shaw

Minister for Climate Change

Ministry for the Environment contacts

Position
Principal author

Name

Yes/No

Date

Cell phone 1% contact

] v

Responsible Manager

Paul Alexander

021 243 0685

Director

Roger Lincoln

027 290 7625

withheld under s9(2)(a)



Emissions budgets in the Zero Carbon Bill — Issues for Discussion
Document

Analysis and Advice

L === = C—r——— = e e e

1. This paper uses the term ‘emissions budgets’ in a very broad sense. The term is used
here to cover any instrument that sets a limit on greenhouse gas emissions over a given
time period. This means that the ‘emissions budgets’ includes both the United Kingdom
approach to carbon budgets, and the European Union ‘trajectory’ approach to signalling
an emissions path.

2. As noted above, emissions budgets can usefully set a path showing the extent of action
required now, to meet our long term domestic emission reduction target. The path is
needed because it has a key role in setting an efficient cost of carbon (via the ETS) by
capping emissions. The NZ economy needs to see this effigient carbot price to enable
efficient investment decisions.

3. There are a variety of different transition path shapes, (as shown in Figure 1 below), and
each will have its own social, environmental and.gconomic.impacts. Because of the
uncertainties in the medium to long term, anadaptive approach to setting the emissions
reduction path is important.

140 -

])“ — ‘._.-—.",:',,: _-L:A..‘7 —

~ = = Later action \
80 ) ¢

Earlier action

60 - N S\

40 -

Relative emissions (% of 2019 emissions)

3 ——————————————

withheld under

0

s9(2)(f)iv 2020 2025 2030 2035 2040 2045 2050
Year
Figure 1 - Schematic showing some of the possible paths towards an emissions target




withheld under
s9(2)(f)iv

6. The various design elements of emissions budgets are considered in more detail below.




withheld under s9(2)(f)iv
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withheld under s9(2)(f)iv
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Borrowing from, and banking into, future emissions budgets

24. This section considers the concepts of borrowing (i.€. bringing budget forward) and
banking (i.e. sending budget further out) between\€mission kudget periods. These
concepts are closely related to the compliange'and accountability mechanisms around
emissions budgets.

25. The concepts of banking and borrowing, between.€missions budgets arise because it is

. very difficult to exactly meet an emissions buddetslssues such as economic growth, or
withheld under gry-periods affecting electricity générationt(dnd agriculture), and other real-world factors

s9(2)(fiv will cause actual emissions td yaiy from the ‘intended trajectory.




withheld under s9(2)(f)iv

Domestic abatement versus use of international units

31. An important decision for any Government is the choice between domestic abatement
and the use of international emission reduction units. This Government has indicated in
the December Cabinet paper that it intends to be ‘ambitious.with respect to reducing our

gross emissions’, and will be ‘not unduly relying on intermatienal emissions reductions to
meet our targets, while retaining all options at this point’

35. The UK Climate Commission recommended that no international units could be used for
the first four carbon budgets and a maximum of 2.5% of the fifth budget could be met by
international units. Mirroring the approach to carbon budgets, the UK Executive must
explain if a different approach to international units is taken.

Relationship between emissions budgets and Nationally Determined Contributions




withheld under s9(2)(f)iv

37. Emissions budgets are a domestic instrument encouraging and guiding abatement
related policy development. Domestic emission budgets also provide stepping stones
towards long-term domestic goals (e.g. the net zero by 2050 target). In contrast, an NDC
is an international commitment (but arguably also a form of emission budget).




withheld under s9(2)(f)iv




Minisiry for ihe ‘ Making Aotearoa New Zealand
Environment the most liveable place in the world

| Manaie Mo Te Tajao ‘ Aotearoa - he whenua mana kura mo te tangata

To Hon James Shaw, Minister for Climate Change Tracking #: 2018-B-04499

Security | In confidence Number of Attachments | 2

Level

Date Submitted: | 13 April 2018 Response needed by: 16 April 2018

MfE Priority: Non-urgent Action Sought: To discuss with Officials on Monday
16 April

Zero Carbon Bill consultation schedule

Key Messages

1.  We seek your feedback on the schedule for the Zero Carbon Bill consultation in June/July
2018.

2. Attached is a slide pack (Appendix A) summarising the schedule and'seeking your decision
on specific events. A high level schedule setting out tbe proposed dates for events is also
attached (Appendix B).

Recommendations

3. We recommend that you:

a. Discuss this with your @fficials on Menday 16 April

TATD
&F Lincoln vj \5 bl(' (% .
Director

Climate Change Directorate Date

Yes/No

Hon James Shaw
Minister for Climate Change . Date

Ministry for the Environment contacts

Position Name Cell phone 1* contact
Principal author _ .
Responsible Manager Janine Smith 021 144 7617 v

Director Roger Lincoln 027 290 7625
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Appendix B: Proposed schedule for ZCB Consultation
BREREEE fay  es < pRR TE fa Week2r e e L WWeek 3 A WaRIGAT) ik ol Ren i Wealki5 - Week6 Week 7

31 May - 3 June 4 June — 10 June e 11 June -17 18 June — 24 June | 25 June — 1 July 2 July - 8 July 9 July — 13 July
June
Launch event: 31 May: Tuesday 5 June: Tuesday 12 June: Tuesday 19 June Tuesday 26 June Thursday 5 July
e Auckland e New Plymouth e Hamilton « Nelson e Invercargill Auckland
Public meetings/hui Thursday 7 June: Wednesday 13 June: Wednesday 20 June Thursday 28 Jun_'le e With A_uckland
e Hawkes Bay e Tauranga e« Greymouth e Dunedin Council
Thursday 21 June
o Wellington
Hui / public Wednesday 6 and Thursday 7 | Wednesday 14 June: Thursday 14 June: Wednesday 27 June Tuesday 3 July
meetings June: e Rotorua s  Gisbomne e  Christchurch e Kerikeri
(hosted by iwi on e Mana Taiao Regional
marae) Forum in Taranaki 7
fee e VUWSA e  School prefects — e QUSA
Youg\],:]?tesmﬁc ¢  Auckland potential link with Chloe e Waikato
Swarbrick
Monday 4 June: Wednesday 20 June - \ Wednesday 27 Jdne Wednesday 4 July
e EITE-specific « Wellington . i rch e  Auckland
Workshops workshop Thursd ne -
. unedin
s - Friday 1 June (AM) Thursday 5 July (AM)
Eiop In sessions «  Wellington «  Auckland
Auckland Council climate 7 & 8 June 11 June 21 June * 7 June
events (opportunity TBC) e |ocal Government - e  Dairy NZ Farmer CC i armer \ e Dairy NZ Farmer CC
Regional Managers workshop shop (Ingle workshop
ILG hui. Awaiting details. Group meeting (Dunsandel) i (Morrinsville)
(opportunity TBC) 12 June 28 June
Other non-MifE e Dairy NZ Farmer CC C e  Dairy NZ Farmer CC
events (but with workshop (Temuka workshdp\(Palmerston workshop (Te
MfE presence) 13 — 16 June Nort Awamutu)
s Field Days 23 Jun 29 June
6 . Z Farmer CC e Dairy NZ Farmer CC
rkshop (Southland, workshop (Rotorua)
ercargill)
) Friday 8 June - Friday 29 June Friday 6 July
Online activity Online ‘town hall’ meeting with Online ‘town hall’ meeting with | Online ‘town hall’ meeting with
Minister Minister Minister
Minister possibly away this week
To note 18-22/6

A\
N |
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Manath Mo Te Taiao

Ministry for the Making Aotearoa New Zealand
Environment the most liveable place in the world

Aotearoa = he whenua mana kura mo te tangata

To Hon James Shaw, Minister for Climate Change Tracking #: 2018-B-04492
Security Level In Confidence Number of Attachments: 1. Schedule for

delivering Zero
Carbon Bill advice

2. Key decisions
required on the Zero

Carbon Bill
Date Submitted: 13 April 2017 Response needed by: For discussion at Officials 1
_ Meeting 16 April
MfE Priority: Non-Urgent Action Sought: For discussion

Schedule for delivering Zero Carbon Bill adwc{\

Key Messages E

1. In your meeting with officials on 9 April, you sed* rocess for getting the Zero
Carbon Bill consultation document ready f%@abm ironment, Energy and Climate
Committee (ENV) on 22 May. A schedul ril an has been attached as Appendix
1, key aspects of which are noted below

Dates for ENV Cabinet committee @ﬁns It@o document
2. The planned schedule is currenﬂ 2\

e Lodgeat10amon Th y 17M
e ENV Committee m on Tuesday, 22 May

e Cabinet at 1p 28 May
3. If anything is delayed, the n Committee meeting is 19 June and would be followed
by Cabinet on 25 June. Id mean that consultation would not begin until the end of
June/beginning July.! De the consultation period would be problematic because:

e This would affect your critical path and could delay standing up the Commission to
May 2019, which could result in not being able to make all of the legislative changes
by the end of 2019.

e \We need to send out invitations and secure venues and the dates need to stay
relatively constant.

4. You will receive a draft consultation document on Friday, 20 April, and will need to provide
officials with feedback on Tuesday, 24 April. The consultation options should contain no
surprises, given the series of discussions that we have had with you on the key policy
matters to date.

Climate Change Ministers’ meeting — 30 April 2018

5. This meeting wil SEEENIIIIEIEGEEEEEEEEEEEEEEEEEEEE - obtain agreement on
preferred options (if any) for consultation. We propose that the agenda for this meeting
includes:

! You could go to either the Cabinet Business Committee (CBC) or Cabinet Economic Development Committee (DEV),
but this would still delay the consultation period.



Introduction;
Targets; Climate Change Commission;
Just transition work programme

6. We also propose the following slides to support the discussion with your Ministerial
colleagues:

e Slide 1: Stage in the process;
o Slide 2: Nature of the choices (see Appendix 2); and
o Slides 3-6 take colleagues through each choice and where your preference is falling.

7. The slide deck would be supported by a short paper with the UK model and a “one-pager”
containing economic information for the target options. You will receive a draft of the
material on the 20th April to discuss with officials on 24 April, so you can send to your
colleagues in advance. This will include an aide-memoire for the meeting.

Bilaterals with Ministers

8. We recommend you have a bilateral discussion with Minister Parker in the week of 23 April,
as he will not be available for the Climate Change Ministers’ meeting.

9. The Climate Change Ministers’ meeting on 30 April will be first opportunity to discuss
the options for targets and the Climate Change Commissi utlined\in the consultation
document. Following this meeting, we recommend you ﬂh%%ser' ilateral discussions
from 3-11 May with Ministers Robertson, Jones, O’ CQ{ Mahu&?wyford, and Woods to
discuss the proposals in more detail.

Climate Change vision paper 6
10. Current planned schedule is:
e Lodge at 10am on Thursday, 3 May g’.‘Q
e ENV Committee at 4.30pm on Qgsday, 8 IQ
e Cabinet at 1pm on Monday, x
11. We propose that the Cllmat @q MKG slides are appended to the paper to enable
you to have another dISCU V ittee and sound out any further feedback. This
would give you the op or@ to a s any feedback before the next ENV committee on
Tuesday, 22 May.

12. You will receive an u dat Qﬁ:gﬂ of the Climate Change vision paper on 20 April for
discussion at 24 April off g\ eting. Ministerial consultation needs to occur from 24 April

— 2 May.

Recommendations

13. We recommend that you:
a. Agree to have a bilateral discussion with Minister Parker in the week of 23 April
Yes/No

b. Agree to have bilateral discussions with Ministers Robertson, Jones, O’Connor,
Mahuta, Twyford and Woods during the period of Ministerial consultation

Yes/No



c. Discuss the schedule for Zero Carbon Bill advice for April and May with officials on
16 April
Yes/No

KS&gnature )

Roger Lincoln
Director
Climate Change

Hon James Shaw
Minister for Climate Change

Caate
cz} S ?\

Ministry for the Environment contacts N
\ N
Do O 3 P pNone O
Principal author _
Responsible Manager Jam,@?m,th & ) 021 144 7617 v
Director Rdger Linogl_ \" | 027 290 7625




| Appendix 1: Schedule for delivering Zero Carbon Bill advice
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IN CONFIDENCE

Schedule for delivering ZCB advice - April

Week Minister’s
e decisions Mon Tues Wed Thurs Fri
beginning z
[ actions

Provide 16 17 19

eedback on
targets Minister Meeting: Agency consultation: PGG meeting - targets

i Announcement ICC on consultation and int negotiations
consultation Deep Dive discussion T
. approach Targets part 1 '
16 April
Minister gets draft
\ discussion document; CC
P\ ) Minstrs Weetig
. ?\ material; CC vision paper

Provide 23 ‘ 27

eedback on Minister Meeting:
targets Deep Dive discussion Minister gets cab paper
discussion Tatgets 2 and revised consultation

g document
document, Eestlbackondraft CC ministers’ paper
CC Ministers discussion doc circulated
23 April Meeting CC ministers”_m."al Agencies get revised
material, and CC vi."‘o.. €G> 3 paper "_mﬂsuiﬁﬁﬂﬂ doc"l'_ﬂéﬂt
CC vision ‘
paper . 7e\"fr edback recei L ot e
5;.?, r:;t;lizﬁ :n ao:«:’ :r: Ministerial consultation CC vision paper
Bilateral with
Minister Parker N\




Schedule for delivering ZCB advice - May

IN CONFIDENCE

Minister’s
W_eel_( decisions / Mon Tues Wed Thurs Fri
beginning i
actions
Bilaterals with 4
Ministers 1
Robertson Ministerial consultation CC vision paper
Jones | Minister receives
O'Connor Minister Meetings: revised draft Cabinet
Consultation document paper and discussion
H Woods ; document
30 April Mah
ahuta ~Second CC Ministers @
Twyford meeting:

Commission and targets

“Incorporate findings from |
NZIER & Vivid reports.

:) Ministerial consultation

ENV CC vision
paper lodged

PGG meeting topic
TBC

7

Ministerial consultation

Agency consultation

Minister Meeting:
Discussion document

ENV eommittee:;
CC vision

10

Minister gets final Cabinet
paper and materials (with
Ministerial comments
incorporated)

1

14

Paper lodged

21 23 24 25
-
Paper considered at
ENV Committee
28 29 30 31 1

~~Third CC Ministers
meeting:

ETS decisions

Consultation opens




Appendix 2: Key decisions required on the Zero Carbon Bill

Zero Carbon Bill — Big Decisions

Targets
What level? s it net zero emissions, something else, and what costs/benefits?

What process to set it? In legislation, set now, and/or role of Commission in
settingfadvising

Commission
How independent? Decision making or advisory role?
Rolesre carbon budgets and use of international units, ru@e ETS

Carbon Budgets

Policy design issues - how long in advance, w L roles
advising/setting, alignment with ETS, wheth estlc]mterna jonal and link

to NDCs

Role of Executive Q
What requirementif any is put on mme spond with policies/

strategy to Commission / carb @






Zero Carbon Bill
- a new 2050 emissions target

Economic analysis of potential impacts

- early mdicative findings

Discussion with Minister Shaw
MTfE Transition Hub, 16 April 2018




CHALLENGES:

Industrial transition from fossil fuel to renewable
energy, need to support employees to re-skill and
communities to thrive

Changes in agricultural techniques: need to support
farmers to learn and deploy new techniques

\\/

GAINS:

Avoiding the damages duc to climate damage (storms,

Growth in low emissions industries and employment
Innovation across low emissions sectors
World-leaders in on-farm mitigation tech

Co-benefits (health, congestion, biodiversity, water quality)

* Tmnion focuses only on impacts.

Identifying and assessing policy levers is next in line for the Transition Hub, and across agencies E'H”\;i“rg'nment ~ xﬁﬁaﬁﬁ:ﬁt‘:ﬁﬂzm
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N

THE IMPACT OF
THE CLUMATE O

THE NZ ECONOMY

L e ettt ks T i et d

NZIER Stage 2 CGE modelling:
[LOCATION ON CHART TBC
transition across whole NZ e:onomY
including avoided MDF, (+ / -) innovation
and linking to GTAP trade model| for

competiveness effects
MODERATE CARBON PRICE ASSUMED - TBC

Vivid Stoge 1 bottom up modelling: \
transition a tra energy,
agriculture and fores
CARBON PRICE $157-5250 / CO2-¢

Later r Vivid & EY for Westpac:
_| transition across whole of the N2 |
policy economy |
action I IODERATE CARBON PRICE ASSUME

N - J

THE IMPACT OF
ON THE NZ ECONOMY

bemmepen-

NEUTRAL POSITIVE GDP
GDP IMPACT st
(A NET BENEFIT)

—

L e s T e LI L L
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Benefits require rest
of world to act too

Stage 1 analysis is underway: testing impacts
across sectors if we rely on carbon price
alone, then tests impacts if specific
abatements are assumed across transport,
energy, dairy. LUC and forestry.

Stage 2 will further refine the modelling, in
time for final Cabinet Decisions

Vivid’s Stage 1 tests the ability to achieve a
net zero target by 2050 or later under
different scenarios. A lower carbon price
results as structural change and rapid
innovation is assumed (policy- or market-
driven). Vivid for Westpac assumed different
scenarios and used different modelling
technique.

International literature indicates more
stringent climate policy can drive innovation.
But NZ has lower productivity, and so benefits
may not materialise.

Co-benefits from climate policies across
health, congestion
and water quality may be significant
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From:
To:

Cc:
Subject:
Date:

Document 25

Janine Smith
Kay Harrison (Parliament); Sarah Deblock (Parliament)

Roger Lincoln;
Additonal points if needed

Tuesday, 17 April 2018 5:04:38 PM

Hi Kay and Sarah

Here are the additional points if needed to respond to any queries on process and timeframes.

Happy to provide more info as needed.

F will send you the email to send to the people who we asked for nominations

Thanks
Janine

Timeline and process

In June/July this year, we’ll have a conversation wi@ew z rs on content of
re

the Zero Carbon Bill, options to define a target f ucing gur greenhouse gas
emissions by 2050 and the role of the inde%@w clim Qﬂge commission.
*

We'll continue to gather robust evid n%d m g on the economic implications of
the target and work closely with munitie ing Maori, business and other

sectors of the economy. 6 s\O
From July, we’ll wor @gh tl@ck we’ve received.
O

By the end of Augzst I'@ to Cabinet for approval of the next steps.

| intend to introd Zero Carbon Bill by the end of October.

A select committee process will follow, with a view to passing the Zero Carbon Act in
mid-2019.

In the meantime, we'll be getting on with implementing changes to the New Zealand
Emissions Trading Scheme that were announced in July last year and | intend to make
the necessary amendments to the Climate Change Response Act by the end of 2019.

Interim climate change committee

It’s important that we don’t lose momentum, which is why the Government has
established an Interim Climate Change Committee to do evidence and analysis in some



priority areas while we set up the Commission.

The commission will be established through the Zero Carbon Bill when it commences (|
intend this to be in mid-2019)

The interim committee will start by looking at agriculture, which contributes almost half
of New Zealand’s greenhouse gas emissions, and how we can transition to 100 per cent
renewable electricity.

| expect that the interim committee will pass their work onto the Climate Change
Commission. It is the Commission that will make recommendations on these important
matters.
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To Hon James Shaw, Minister for Climate Change

Tracking #: 2018-B-04506

In Confidence

Number of Attachments: 2

Titles of attachments:

Security Level

1. Appendix 1 - Criteria
to assess form and
level options for the
new 2050 target

2. Appendix 2 — Slides
to support discussion
at the officials’
meeting

23 April 2018

@i‘scus.s.t e cgntent.s‘of
Zero Carbon Bill — Update on the 2050 rébns R
— Q B

of our initial

rial with
officials’ meeting on Tuesday 24 18.

2. This briefing note also attach% cross \eloped criteria for the new 2050 target
(Appendix 1) and three s% uppob ssion at the officials’ meeting (Appendix

Date Submitted:
MfE Priority:

19 April 2018
Non-Urgent

Response needed by:

Action Sought:

Purpose

/

on a new 2050 emissions
e Ministry for the Environment

1. This briefing note presents a sum
reduction target. We will discuss thi

2y

Key Messages

Rationale

g ane

>

3. The purpose of '&ate change targets is to drive and promote reductions in
greenhouse gas ioms over given time periods.

ent made a domestic commitment in 2011 to reduce emissions to
50% below evels by 2050. This target was gazetted under the Climate Change
Response Act 2002, with an understanding that it would need to be regularly reviewed to
take into account the latest science, development of new technologies, and progress by
other countries.

5. In 2015, the Paris Agreement provided new context for climate action and global
determination to hold the increase in global average temperature this century to well
below two degrees Celsius above pre-industrial levels and pursuing efforts to limit the
temperature increase to 1.5 degrees. The Government is therefore proposing that a more
ambitious 2050 target is set that:

a. exhibits domestic and international leadership;
b. is consistent with a productive, sustainable, and climate-resilient economy; and

c. enables a just and inclusive society.



Next steps

15. We will discuss the contents of this briefing, and seek your views on the proposed
options for the form of the new 2050 target, at the meeting on Tuesday 24 April 2018.

Recommendations

16. We recommend that you:
a. Note the cross-agency devised criteria to assess the 2050 target
Yes/No

b. Note the five slides that will be presented to support discussign on the 2050
target @

Signature

Roger Lincoln

Director 6 @

Climate Change Directorate @ K
o2 >

Hon Jame

Minister for Glimate Cuane)\ Date

ment contacts

Position Cell phone 1! contact

Principal author
Responsible Manager | Dylan Muggeridge 022 009 6471 v
Director Roger Lincoln 027 290 7625




Appendix 2: Slides to support discussion at the officials’ meeting
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To Hon James Shaw, Minister for Climate Change Tracking #: 2018-B-04538
Security Level In confidence Number of Attachments # | Titles of attachments

1. Draft Cabinet paper
2. Draft discussion

document
Date Submitted: 4 May 2018 Response needed by: 7 May 2018
MfE Priority: Urgent Action Sought: Provide your office with

feedback for officials

Draft Zero Carbon Bill Cabinet paper and Consultation Document
Key Messages

1. We seek your feedback on the following documents:

e revised draft discussion document for the Zero il (App, A); and
e draft Cabinet paper requesting approval to con n the p ed contents of the
Zero Carbon Bill (Appendix B).

2. We have received feedback from other agen d thf: Q{ory Impact Assessment
Panel (RIAP). Some of this has been in ted i version of the discussion
document, however there are still a n f out g matters (discussed below).
Some of these areas are highlighted in th%t ched

3. We will continue to work with Latit over t end to complete a thorough edit of
document. We will provide you a ed he officials’ meeting on Monday, 7 May.

4. On 24 May, Iwi Lead ked us to consider the role of Te Tiriti o Waitangi in
the Zero Carboq Iudlrlg usion of specific section on the Treaty and the need
for the Bill to b ist ' reaty principles. We will provide you with advice next
month on how to c®nsidg e of the Te Tiriti o Waitangi in the Zero Carbon Bill. Please
note that this does not @ td be resolved until final policy decisions in August.

Discussion document
Early feedback from the \g }&
%I

5. ILG also asked us to consider the economic impact on Maori landowners, including impact
analysis and potential support that could be provided during the transition. ILG also expects
that we will provide context during consultation discussions on the perceived inequities
resulting from the rules around pre-1990 forests and forest definition in the New Zealand
Emissions Trading Scheme (NZ ETS). We can meet with you to discuss these matters.

6. With your agreement, we propose sending the consultation document to ILG at the same
time as your ministerial consultation.

Updates on specific proposals
7. The following sections have changed since the version you commented on:

1) 2050 target options, including what options to present given modelled economlc
impacts to date, noting we are awaiting further information and modelling runs;’

! Economic modelling covers economic impacts of the potential form of the target (all gases or a short lived vs long
lived approach), and the economic analysis informing on potentially necessary emissions price rises, sectoral or
technological changes necessary to achieve target options and the potential GDP impact
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10.

11;

12.

13.

14.

15.

16.

2) Government’s 2050 Climate Change Transition Strategy

3) Climate Change Commission’s role in the New Zealand Emissions Trading
Scheme; and

4) adaptation reporting power.

1) The 2050 target options

We have drafted the discussion document to reflect the range of 2050 targets that we
propose consulting on (these are also included in the slide-pack for the ENV Committee
meeting on 8 May). We have worked with agencies on these options and understand that
you have discussed them with your colleagues.

The options include status quo, net zero Carbon, zero further warming, net zero emissions.
We have also included the ‘PCE option’, under which the Commission could play a role in
advising the government on the appropriate 2050 target once established under the Zero
Carbon Bill.

Please note the economic modelling and numbers @Qﬁsc 'cﬁ)iocument are still
being worked through. We expect that these will beco availabL%the version you will
receive on either 11 or 14 May, but note that the ay imp geéncies’ comfort with the
options presented. é ﬁ

2) The Government’s 2050 Climate Chan smon y
Please note that a section on the 2050§ ransmon Strategy (Strategy) has
nres

been included in the discussion do Treasurys feedback, this section
requests feedback on whether or n Zero Bill should legislate for a Strategy.

3) The Climate Change Com% 's ro K Emissions Trading Scheme
decisions on the settings in the ETS are

d thstr\‘ e made by one institution.

As discussed at the last
interrelated, and we rec

We are currently pr a bri you to provide our advice on the most appropriate

S, which you will receive on Friday, 11 May. This

governance arr, t fQr
version of the ion 6&' t seeks the public’s view on the most appropriate role of
the Commission irPres e ETS, and does not indicate a preference.

For ease of reference! ropose consulting on two possible roles for the Commission in
relation to the ETS. These are either:

e a formal advisory role in respect of the ETS settings that would best support
reaching our 2050 target; or

e a stronger, decision-making role around the supply of units to the market.
4) The adaptation reporting power

Treasury questioned the adaptation reporting power that we are proposing in the appended
discussion document. This power would allow the Government to require organisations to
report on the actions that they are taking to adapt to climate change impacts. Treasury’'s
concerns related to whether this power should be legislated. They also sought further
information about the costs that would be associated with this power.

We have spoken to Treasury about their concerns and propose that we consult on a range
of options, including whether this power should be legislated. We also propose consulting
on whether these powers should be voluntary or mandatory, and options around the
organisations that the powers should apply to.
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18.

18.

20.
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Cabinet paper

The Cabinet paper will seek approval to consult on the discussion document. It reflects the
contents of the discussion document, highlighting the key proposals for the Zero Carbon Bill
and the options that exist for each (including any preferences). The paper also provides a
high level overview of the approach that will be taken to consultation.

As consultation on the content of the discussion paper is ongoing and a number of policy
decisions are still being finalised, a number of sections will change in the lead up to
lodgement on Thursday, 17 May. In addition to the outstanding issues outlined above,
these sections include RIAP’s assessment.

RIAP will continue to consider the discussion document until the text is settled. Once
Ministerial and inter-agency consultation has been completed, the Panel will provide a final
assessment of the document. As a result, the corresponding section of the Cabinet paper
can only be completed once the Panel has been able to make a final assessment.

Please note that the Panel has already seen drafts of t@sion docMnent and we are

working to address the concerns they have, which incl eed fo er information
on certain points, including the elimination of what co perce feasible options

and impact analysis of any options included in ussion ddcument. Advice from
Treasury also indicates that the discussion do t will empt from a separate
Regulatory Impact Statement on the condition e con dn document contains the
key elements of a Regulatory Impact Ass endeavour to meet these
requirements, and will continue to work c@!th RI Treasury.

At your request, a short narrative clud second appendix to the Cabinet
paper. This will include a number of messa Mlnlsters can use to communicate
the narrative around the Zero n Bi ddress any “Q and As". This will be
included on Friday, 11 May, aI I e an version of the Cabinet paper.

Next steps \@

22.

23.

24.

Process for ﬁnalig t%e d@&;n document and Cabinet paper

Feedback from your 0 eeting on 7 May will feed into an updated version of the
discussion document th3#6u can circulate to your colleagues.

We will use the officials meeting on 9 May as an opportunity to incorporate the points raised
during the ENV Committee meeting on 8 May that may impact on the discussion document.

We will use this opportunity to incorporate further comments before providing you a revised
version on 11 May.

The following table outlines the key dates for finalising the discussion document and the
Cabinet paper '

Table 1: Timeframes for finalising the discussion document and Cabinet paper

Date Action

4 May You receive draft Cabinet paper and revised discussion document
4 May Agencies give high level comments to officials

7 May You provide feedback to officials

7 May Revised papers tabled at officials meeting
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8 — 11 May Ministerial consultation with your colleagues on the draft Cabinet paper and
: discussion document

9 May Officials receive final agency comments

9 May You meet with officials, providing your own feedback and any feedback from
Ministerial colleagues; officials will share feedback from agencies

11 May You will receive updated documents, which have incorporated feedback from
you, other government agencies and other Minister

14 May You will provide feedback to officials at officials meeting (if officials have not
been able to get Minister revised documents on 11 May they will be tabled at this
meeting — fall back option)

16 May You will receive the final Cabinet paper and discussion document ready for
lodgment @ \
)
17 May Cabinet paper and discussion document
Recommendations 62 ¢ O

25. We recommend that you: 5

a. Note that you will receive lsed v @’ the discussion document and

Cabinet paper at your r%tlng wg{ als on 7 May

b. Meet with 0@@7 % urther dlscussnon

RE &S
Signature Os\

Yes/No

Yes/No

Y(37¢-
Janine Smith [ ff
Manager

Climate Change Policy

Hon James Shaw
Minister for Climate Change Date
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Ministry for the Environment contacts

Principal author
- Responsible Manager Janine Smith 021 144 7617 v
Director Roger Lincoln 027 290 7625

Appendix 1- Withheld under s 18D



In Confidence

Office of the Minister for Climate Change

Chair
Cabinet Environment Committee

CONSULTATION ON THE ZERO CARBON BILL






















Hon James Shaw

Minister for Climate Change

Appendix 1. Draft Discussion Document on the Zero Carbon Bill
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To Hon James Shaw, Minister for Climate Change Tracking #: 2018-B-04505
Security Level In confidence Number of Attachments # | Titles of attachments
1. Draft discussion
document

2. Timeline for finalising
discussion document

Date Submitted: 20 April 2018 Response needed by: 24 April 2018

MfE Priority: Urgent Action Sought: Discuss on 24 April
meeting with officials

Draft Zero Carbon Bill Consultation Document

Key Messages \QQ C’)\'
1.  We seek your feedback on the draft discussion docum( the Z%'Barbon Bill, including
the:
e draft discussion document ‘at a glance’ dix 4
e draft discussion document, minus th t2050 \ chapter (Appendix 2)
e draft 2050 target chapter (Appen

s process to finalise the discu oc n’d& pendix 4).
2. This is our first version of the @ ent. There will be further iterations before it
ith

is ready to be lodged with the targets chapter separately to continue to
work through the policy o n es, incorporate economic modelling, refine the
economic narrative, a he e IC |mpacts with policy options.

3. As the discussion doc ent Ker rm the suite of consultation products we seek your
early feedback on it. ‘m\

General feedback
4, We seek some general feedback on:

e the narrative contained in the introduction section, and whether it articulates the
Government’s key drivers for taking action and represents a balanced view of the
opportunities and challenges ahead

e the tone and level of detail contained in the chapters (note we have chosen to tailor
the content to a technical audience or those who are particularly interested in the
proposals).

Minister's comments:







<l

AMinssiry for the Gi Making Aotearoa New Zealand
E n V] ro n m ent -4 the most liveable place in the world

u Mo Te Tan 4 Aotearoa - he whenua mana kura ma (e tangata

Feedback on specific policy areas

B

6.

There are also a number of areas we seek your specific feedback:

e the Commission, including the option giving dec:|3|on making powers on the NZ ETS
to the Commission

e the 2050 Targets, including what options to present given modelled economic
impacts to date, noting we are still awaiting further information and modelling runs*

e the adaptation reporting power, including whether you wish to include this as part of
the suite of legislated adaptation tools, and how such a power, aligns with the
Government'’s broader policy on climate risk disclosure.

We are still working through these matters with agencies. Our preferred position on each is
set out below.

The 2050 target options

We recommend a range of options for the 2050 tar sent?&%out a Government
preference. This is to continue to work through o vrce for the form and level of the
target internally and with other agencies, an gthen ?nomlc modelling on the
pathways to meet the 2050 target. This appro igns v\ eking cross-party views on
the options.

As currently drafted the range of option or

the &rget including options for coverage
ect e New Zealand economy. The PCE,
Gen Zero all propose a ‘split’ or ‘two baskets’
bet the treatment of long-lived and short-lived
. rthe\ga ent of sectors

e a short-list of possible for
of greenhouse gases an
Productivity Commissio
target, which disting

greenhouse gases
e a continuum{of [evels fo @2050 target, which represent a range of ambition

levels. This cohftinuu R s percentages of emissions reductions relative to our
current target and a ption of expected impacts from different target levels.

We also recommend inc’ he PCE’s preferred approach: where the Government sets a
“placeholder” target whicfi"includes a high level goal that reflects the Paris Agreement
expectation to reach net zero emissions in the second half of the century. The Climate
Change Commission (the Commission) could then advise the Government on what it
considers is the most appropriate target for New Zealand circumstances.

Minister's comments:

! Economic modelling covers economic impacts of the potential form of the target (all gases or a short lived vs long

lived approach), and the ecanomic analysis informing on potentially necessary emissions price rises, sectoral or
technological changes necessary to achieve target options and the potential GDP impact
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The Commission’s role in the ETS

We recommend you consult on a core set of functions for the Commission as an advisory
body. However, taking account of your feedback to date, we have also included a function
for the Commission in respect of the NZ ETS, setting out a range of roles from advisory to
decision making.

We recommend that the Commission take an advisory role on the NZ ETS as giving it
decision making authority presents risks in three key areas:

e policy consistency risk. Taking decisions on the NZ ETS in isolation from
Government's decisions in other areas could introduce a risk of inconsistent policy.
This could increase the overall cost of reducing emissions in New Zealand.

e fiscal risk, where Ministers are responsible for revenue and expenditure as a result
of the NZ ETS, but do not control its settings.

e Commission durability risk, where delegating too much=authority to the Commission
is likely to make it more susceptible to changes re P%ments, which will

damage the stability we are trying to achieve. \ ?\

Minister's comments: 6@ Q
\O

@
\O

\ o. ‘
The adaptation reporti @r \
We propose to introd megch (called the adaptation reporting power), which could

be voluntary or mandatory, ﬁss ourage organisations of a public nature with climate-
sensitive responsibilities (s electricity distribution network providers, or road and rail
providers) to take appro action to adapt to the impacts of climate change as part of
their risk management processes.

Based on the UK model, this would give the Chief Executive of the Ministry for the
Environment (or an alternative authority) the power to direct a limited number of eligible
organisations to produce reports detailing:

e the current and future predicted impacts of climate change on their organisation
e proposals and policies for adapting to climate change
e an assessment of progress towards implementing the policies and proposals.

Due to the limited number of organisations that would be directed to report, we do not
expect this proposal to create a large administrative burden for the Ministry (or alternate
authority). These are design features that will be developed further down the track.

We also seek your views on how such a reporting power would align with other existing
reporting obligations and the Government's broader policy on climate risk disclosure.
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15.

16.

17.

18.

Minister's comments:

The process for finalising the discussion document with your colleagues

We propose that you use the upcoming Minister Governance meetings to tease out varying
portfolio interests and priorities ahead of time.

To support you to build consensus with your colleagues owhat op,tiir:s to consult the

public on, we will provide materials for the:
e Climate Change Minister's meeting on 30 Apn[{r‘&%o and Commission

e ENV Committee on 8 May on the overarclz
We plan to incorporate feedback from these s to e the discussion document.
We will provide you a final updated version ulate your Minister colleagues on 4
May 2018. Note that we will engage ,ou rnal tory impact assessment panel
(RIAP) to quality assure the document. $

The key dates to finalise the discus @ﬂoc re set out in Appendix 4.

ewo 2020 outcomes.
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Recommendations

19. We recommend that you:

a. Meet with officials on 24 April for further discussion
Yes/No

Signature

!

Janine Smith
Manager
Climate Change Policy

Hon James Shaw
Minister for Climate Change Date

Ministry for the Environment ¢ontacts

Position Cell phone 1% contact

Principal author - -

Responsible Manager Janine Smith 021 144 7617 v
Director Roger Lincoln 027 290 7625
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Appendix 1: Draft discussion document ‘at a glance’

Appendix 4: Process to finalise the discussion document



Appendix 4: Timelines for finalising discussion document

[ Dt v i ol KSR SR AtE S S e TR T i W et e

16 Apr — 20 Apr K

23 Apr-27 Apr K

30 Apr — 4 May .

7 May — 11 May K

14 May — 18 May

We consult agencies on the first complete draft discussion document (20 - 26
April)

We receive your initial feedback on first complete draft discussion document
(24 April)

Meeting with Tina Porou (ILG)

We send you, and agencies, a revised draft discussion document and
Cabinet paper with feedback incorporated from agencies (27 April)

Climate Change Ministers’ meeting: discussion of target and commission
policy options for consultation (30 April)

We receive your feedback on revised draft discussion document and Cabinet
paper (30 April)
We send you a further revised draft discussio@ocument and Cabinet paper
(4 May)

You consult your colleagues on a draft discussion

Qt pa i i
document (4 -9 May) \ ?
et pa nd discussion document

We consult with agencies on draft
(3-9 May) 9
ft Cabﬂ@ per and discussion document

We receive your feedback
(7 May)

You continue to cons@ith yout”&azgues on the final draft discussion
document (to 9 M &

r and materials (with your colleagues

ay)
n final Cabinet paper and discussion document

LODGED - 17 May
MITTEE - 22 May

CONSULTATION OPENS - 31 MIAY






