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b) farmers to monitor and report their emissions in the NZ ETS from 1 January 
2026 and pay for these emissions from 1 January 20271. 

 
Analysis and advice 

 
10. There are a range of options available to keep agriculture out of the NZ ETS. To 

inform analysis of the available options there are various criteria you could consider2: 
a) deliverable by December 2024 – ability of amendment to be delivered (through 

departmental, Cabinet, and parliamentary processes) by December 2024 to 
avoid processor level pricing by 1 January 2025; 

b) manifesto and coalition agreements – amendments are consistent with the 
positions set out in manifesto or coalition documents; 

c) signals future intentions – provides a signal that supports reducing emissions as 
well as to the path Government policy is expected to follow; and 

d) emissions reduction – whether the amendment supports progress towards our 
international and domestic climate change targets and obligations.   

 
11. The weighting you give these considerations will determine your preferred option. 

 
There are different options for keeping agriculture out of the NZ ETS:  

 
Option One: Full repeal and complete removal of NZ ETS obligations 
 
12. This would completely remove agricultural activities from the NZ ETS3. As such, 

fertiliser and animal processors and animal-farmers will have no reporting or surrender 
obligations in the NZ ETS, for their associated methane and nitrous oxide emissions. 
Their carbon dioxide emissions, for example from on-farm transport, would still be 
priced in the NZ ETS.   

 
Option Two: Minimal amendments to remove farm level reporting and surrender obligations 
and processor level surrender from the NZ ETS  
 
13. This option ‘deactivates’ the NZ ETS agricultural provisions not already in effect (so 

agricultural processors would not be required to pay for their emissions from 1 January 
2025, and farmers would not be required to report from 2026 and pay for their emissions 
from 2027). 4 These provisions would remain in the CCRA, and the Minister would be able 
to ‘reactivate’ them in the future via Order in Council. This would mean that, in the future, 
the Minister could decide to introduce NZ ETS surrender obligations for agricultural 
processors and/or farm level reporting and surrender obligations.  
 

14. Under this option, agricultural processors who are currently reporting their emissions 
would continue to do so. 

 

 
1 Definition of animals–farmer activity The Climate Change Response Act 2002 defines animals–farmer 
activity as: farming, raising, growing, or keeping ruminant animals, pigs, horses, or poultry for: a) reward; or b) 
the purpose of trade in those animals, animal material or animal products taken or derived from those 
animals. 
2 A broader range of criteria will be used in the Regulatory Impact Analysis for the CCRA Amendment.  
3 By repealing part 5 of Schedule 3 of the CCRA and associated sector-specific provisions. 
4 These are primarily located in sections 2A(5C) and (5D), and 219 of the CCRA. 
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15. Note that we anticipate that all NZ ETS agricultural provisions would be repealed 
through the legislation implementing the Government’s new agricultural pricing 
system.  

 
Option Three: Minimal amendments to retain a processor-level pricing backstop.  
 
16. This option would amend the CCRA to delay processor-level surrender obligations. 

This will support action towards pricing by 2030 by keeping the lever of processor-
level pricing, while allowing time to develop an alternative pricing system that keeps 
agriculture out of the NZ ETS.   

 
17. This option would also amend the CCRA by removing all farm level reporting and 

surrender obligations. 
 

18. In addition, as with Option Two we anticipate that all remaining NZ ETS agricultural 
provisions would be repealed through the legislation implementing the Government’s 
new agricultural pricing.  

 
Options considered but discarded. 
 
19. Officials also gave consideration as to whether the CCRA amendment required to 

manage backstop obligations could be used as a vehicle to progress alternative 
legislatively backed action to support the reduction of agricultural emissions.  
One example of such an option would be to support the uptake of mitigations or 
implement an interim levy-based system of some kind. 

 
20. However, Officials have determined that these options are not feasible within the 

required timeframes. Rather, consideration of such options will be included in scope of 
the advice being prepared on options to support the uptake of mitigations. 

 
Analysis of options 
 
21. Without an alternative mechanism in place, Options One to Three carry the risk to our 

domestic and international emissions target achievement. These risks can be 
mitigated by the Government setting out a clear alternative agricultural emissions plan 
by the time of the CCRA amendments are being progressed. 
 

22. Previous modelling (see Appendix One) shows the impact of a processor levy on 
emissions reductions and the agricultural sector. The results showed substantial 
emissions reduction (16 percent). This emissions reduction is driven by land use 
change from the dairy, sheep. and beef sectors towards cropping and forestry 
production, and has results in decreases in milk and meat production. Contrary to 
recent work by processors to implement Scope three emissions reduction targets, 
the modelling processors were assumed to not be able to drive mitigation uptake on 
farm.  

 
23. Removing the processor level surrender obligations would negatively impact progress 

towards emissions reduction targets if no other action were taken in its place.     
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Recommendations 
 
40. It is recommended that you: 
 

a) Note that a Bill needs to be passed this year to ‘Keep agriculture out of the 
New Zealand Emissions Trading Scheme’, ideally with introduction in May and 
with First Reading in June 2024. 

NOTED 

b) Agree to indicate your preferred option to amend the CCRA to ‘keep 
agriculture out of the ETS’: 

 

 Option One: Full repeal and complete removal of NZ ETS obligations; 
YES / NO 

 Option Two: Minimal amendments to ‘disable’ new reporting and pricing 
obligations in the NZ ETS; and 

YES / NO 

 Option Three: Minimal amendments to retain a processor-level backstop.   
YES / NO 

c) Note following your direction, Officials will draft a Cabinet paper that needs to 
be lodged by 21 March 2024 to be considered by the Economic Policy 
Committee on the week of 25 March 2024 and Cabinet on 2 April 2024. 

 NOTED 
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