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In Confidence 

Office of the Minister for Climate Change 

Chair, Cabinet 

Climate Change Response (Emissions Trading Reform) 
Amendment Bill: Approval for introduction, agricultural policy 
decisions, and other minor policy decisions 

Proposal 

1. I propose to introduce the attached Climate Change Response (Emissions

Trading Reform) Amendment Bill (the Bill) into the House of Repr sentatives.

The Bill will improve the New Zealand Emissions Trading Scheme (NZ ETS) to

drive emissions reductions that will support New Zealand to re ch domestic and

international climate change targets. It will improve the t eatment of forestry in

the scheme through amendments I have jointly developed with Hon Shane

Jones, the Minister of Forestry.

2. The Bill includes provisions that take action n ag cultural emissions. On

introduction, the Bill will put a price on agricu ural emissions from 2025 (at farm

level for livestock emissions and processor level for fertiliser emissions).

3. Other agricultural decisions, including d cisions on interim action on agricultural

emissions, will be introduced through the select committee process or via a

supplementary order paper. In this paper, I report back on decisions taken by

Ministers with the Power to Ac  on the detail of a formal sector-government

agreement as the agreed nterim action to encourage agricultural emissions

reductions [CAB-19-MIN- 480 refers].

4. I also seek approval to upd te the report by the Minister for Climate Change and

Minister of Agri ultur  in 2022 (the 2022 report) to cover the development of an

alternative on-farm pricing mechanism. This will clarify the Government’s

intention to develop an alternative mechanism for farm-level pricing, and will also

ensure time y development of this mechanism.

5. I als  seek Cabinet approval for minor policy decisions, most of which clarify or

better eflect the original intent of earlier Cabinet decisions.

Executive Summary 

6 The Bill will amend the Climate Change Response Act 2002 (CCRA) to improve

the NZ ETS, based on Cabinet decisions from December 2018 to September

2019. All these decisions have been announced publically, with the exception of

decisions on agriculture.

7. The Bill will reform the architecture of the NZ ETS. It will provide a decision-

making framework and supporting provisions that allow a cap to be set on the

number of units entering the scheme, excluding units earned from removals. This

will enable the supply of units to be managed in line with climate change targets.

Appendix 2 - ETR Bill Cabinet paper with minute
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The Bill will implement the phase-down of industrial allocation, improve the 

scheme’s transparency and provide a robust compliance and penalties regime. 

8. Other amendments will introduce averaging as an accounting system for post-

1989 forests registered from 1 January 2019 and provide supporting policies that

increase land-use flexibility and incentives for forestry participation. The Bill will

replace the Permanent Forest Sink Initiative with a new permanent forest activity

and improve operational efficiency for forestry in the scheme. I anticipate broad

support for these provisions. The exception is the decision not to give post-1989

forests already registered in the NZ ETS the option of using averaging accou ting

which has been unpopular with existing post-1989 participants.

9. Cabinet’s decisions on agricultural emissions will be introduced into the B ll in

two stages.

10. On introduction, the Bill will include provisions that apply farm le el surrender

obligations for livestock emissions and processor-level surrender bligations for

fertiliser emissions in the NZ ETS, for emissions from the year beginning

1 January 2025. Reporting obligations on farm-level livestock emissions will

apply for emissions from the year beginning 1 January 2024. The level of free

allocation to agriculture in the CCRA will be ame ded from 90 per cent to 95 per

cent, to reflect the Labour-New Zealand First Coalition Agreement. This first

stage is included to ensure that the scope of he Bill is broad enough to permit

further decisions about agricultural emissions to e subsequently introduced.

11. There was general support across all stakeholder groups for a farm-level price

on emissions from 2025 as part of a broader policy package. However, I

anticipate high public and sector intere t at select committee and robust

discussion on the detail in he provisions and the policy package that supports

them.

12. Other decisions on agricu ture will be provided in the Bill through the select

committee or via a supplementary order paper. These decisions include the

legislative requir ment for the 2022 report, which I now seek Cabinet’s approval

to update to include an alternative pricing mechanism among its key

considerat ons. I i tend to announce these decisions at the same time as the Bill

is introduced, to provide clarity and certainty about the Government’s decisions.

13. This also includes decisions on a formal sector-government agreement as an

inte im m asure to encourage agricultural emissions reductions and prepare for

emis ions pricing. On 16 September 2019, Cabinet authorised a group of

Ministers to have Power to Act to take decisions on the details of the preferred

interim option1. In this paper, I report back on decisions taken by those Ministers,

which provide some of the detail on this interim measure. This includes additional

accountability and enforceability, through the creation of a legislative fall-back

whereby Ministers could decide to apply emissions pricing by Order in Council if

the independent Climate Change Commission advises that other steps would be

1 CAB-19-MIN-0480 refers. 

Proa
cti

ve
ly 

rel
ea

se
d



3 

insufficient to achieve farm-level emissions reporting and obligation timeframes. 

I anticipate high interest from the public and sector on these decisions. 

14. I also seek Cabinet approval for some minor policy decisions, most of which have

arisen during drafting. The most substantive decision is a proposal to set out in

legislation the process by which participants can transition out of the Permanent

Forestry Sink Initiative, to provide certainty about that transition.

15. I seek approval to introduce the Bill to the House on Thursday 24 October, 2019,

with the Bill to be passed in early 2020.

Background 

16. This Bill will amend the Climate Change Response Act 2002 (CCRA) o improve

the NZ ETS, including the scheme’s treatment of forestry. The NZ ETS is

New Zealand’s main tool for reducing greenhouse gas emissions  The scheme

is not being used to its full potential. We are not seeing the emissi ns eductions

required to achieve a low-emissions and climate-resilient economy.

17. The Bill is the culmination of in-principle decisions of the p evious government,

public consultation in 2018, and two tranches of Cabinet decisions taken in 2018

and 2019. The agricultural provisions follow a eport f om the Interim Climate

Change Committee in April 2019, public consulta ion in July/August 2019, and

Cabinet decisions from December 2018 to September 2019. Relevant Cabinet

and Cabinet Committee decisions are listed in Appendix 1.

18. A summary of the main improvements is set out below.

Updating the purpose of the Climate Change Response Act 2002

19. The Bill will update the purpose of the CCRA to support implementation of New

Zealand’s international emiss on reduction and reporting commitments under the

Paris Agreement  In addition, the purpose will be amended to assist New Zealand

to meet domestic missi n targets and emission budgets, to be set under the

Climate Chang  Response (Zero Carbon) Amendment Bill (Zero Carbon Bill).

Enabling a cap on emiss ons covered by the NZ ETS
20. The Bill will introduce a decision-making framework to manage unit supply. This

will allow a cap to be set on the number of New Zealand Units (NZUs) entering

the scheme, excluding units earned from forestry or other emission removals.

Thi  wi l enable the supply of units to be managed in line with climate change

targe s.

1. This framework will provide coordinated and predictable decisions on the number

of units to be auctioned, the number of units available through the price ceiling,

and if a government chooses, the use of international units. Announcements on

unit supply will be made via regulations on a rolling five-year basis.

Preparing for robust and transparent NZ ETS auctions 
22. Auctions provide a mechanism for supplying units into the scheme in an efficient

and predictable way. The CCRA already provides for auctioning, following the

development of regulations. Auctions are expected to begin in late 2020.
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23. Regulations will provide detail around the design of auctions. The Bill sets out

the types of decisions that the Climate Change Minister must or may make when

recommending that auctioning regulations are made.

24. The Bill also provides for regulations to be made to appoint an auction monitor.

The monitor would ensure that auctions are run fairly by providing independent

oversight of auctions.

Transitioning from the fixed price option to the cost containment reserve 
25. At present, participants are able to pay the Government a fixed price of $25 for

each NZU they are liable to surrender, rather than purchasing an NZU on the

NZ ETS market. This fixed price option will be replaced with a new type of price

ceiling, a cost containment reserve.

26. The cost containment reserve will operate through the aucti ning system. It

enables the Government to release a pre-determined number of additional NZUs

into the scheme when the clearing price at auction reaches a t igger price.

Providing additional units into the market will dampen the p ice, ensuring prices

do not rise to an unacceptably high level. Regulation  will et out the trigger

price/s and the number of units to be released when t e tr gger/s are met.

Enabling a potential price floor in future 
27. This Bill provides for regulations to enable a price floor to be set through an

auction reserve price, if a government chooses to do so. This gives the

Government a tool to manage any extremely low unit prices if necessary. Very

low price levels reduce the incentive to reduce emissions and plant trees.

Phasing down industrial allocation 
28. The Bill will implement the phase down of industrial allocation from 2021 (that

does not apply to agr cult ral applications). This will occur through two

complementary provisions

• A minimum phase-down rate for all eligible industrial activities, set as an

annual redu tion of 0.01 in levels of allocation each year from 2021-30,

increasing to 0.02 for the years 2031-40 and 0.03 for the years 2041-50.

• A l gislated process which enables the Minister for Climate Change to apply

higher phase-down rates for industrial activities that are at low risk of

emission leakage, with advice from the Climate Change Commission.

29. The Climate Change Commission will be able to recommend that changes are

made to the rates of phase-down set for 2031-40 and 2041-502.

Improving the transparency of the NZ ETS 
30. The Bill requires the regular publication of participant-level emissions and

removals data from 2021 onwards. Most mandatory participants in the scheme

are companies, not individuals, although this will change when farm-level

agriculture is introduced.

2 The Commission will not be able to recommend a minimum phase-down rate less than 0.01 up to 2040 or less

than 0.02 from 2041-50.

Proa
cti

ve
ly 

rel
ea

se
d



5 

31. In recent communication with officials, the Office of the Privacy Commissioner

(OPC) has confirmed that it is comfortable with the publication of individual-level

information for the purposes of enhancing transparency in the NZ ETS. However,

the OPC has recommended that a provision be added to the Bill to allow for the

withholding of personal information in circumstances where publication may

prejudice an individual’s privacy or personal safety. I have asked my officials to

consider the need for such a provision. If necessary, this can be provided through

the select committee process or supplementary order paper.

Ensuring a robust compliance and penalties regime

32. The Bill will introduce new infringement offences for low-level offending again t

the rules of the scheme. This will encourage participants to comply w ilst

reducing the administrative cost of compliance.

33. The Bill will restructure the current compliance mechanisms into two types of

penalties. A new surrender/repayment penalty will apply wher  a pe son fails to

pay units by a due date. A reporting penalty will cover erro s and omissions in,

and failures to submit both emissions returns and applic tions for industrial

allocation.

34. Information on compliance with NZ ETS oblig tions is currently only released at

an aggregated level. The Bill enables the publication of information about

individual cases of non-compliance and require  the publication of more serious

individual non-compliance. This will encourage participants and allocation

recipients to meet their obligations and s consistent with reporting practice in

overseas emissions trading schemes.

Forestry improvements: Introducing a eraging accounting 

35. Averaging accounting wi l be introduced to the NZ ETS for post-1989 forests3

registered from 1 January 2019. Averaging accounting is an alternative carbon

accounting method that en bles forestry participants to earn units up until their

forest has reac ed a  age equivalent to its long-term average level of carbon

storage (the average age).

36. Participant  using averaging accounting will be able to harvest and replant their

forest  witho t facing carbon liabilities at harvest. This will increase the number

of units tha  forest owners can trade at low risk and be administratively simpler

for par cipants and the Crown. Participants using averaging accounting will not

be required to surrender NZUs after an adverse event, such as a fire, as long as

they e-establish the affected area within four years. Participants will also be able

to deforest without facing liabilities if they plant a carbon-equivalent forest

elsewhere.

37. Averaging accounting will replace the existing stock-change accounting

approach for forests registered after 31 December 2020, and will be mandatory

for those forests. Participants will have the option of using averaging for post-

3 The definition of post-1989 forest land includes, for example, forest land that was not forest land on

31 December 1989 and pre-1990 forest land deforested with any surrender liability paid. Participants can 
voluntarily choose to register post-1989 forest land in the NZ ETS.
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Minister for Climate Change and Minister of Agriculture table a report in 

Parliament by 31 December 2022 on farm-level pricing.  

44. I now seek Cabinet’s approval to update the provisions for the 2022 report to

cover the development of an alternative farm-level pricing mechanism. This will

clarify the Government’s intention to develop an alternative pricing mechanism

for on-farm emissions, and will also ensure its timely development. I intend for

the 2022 report requirements to be announced at the Bill’s introduction,

alongside all other decisions on agriculture.

A formal sector-government agreement will encourage agricultural emissions 
reductions in the interim 

45. Other Cabinet decisions on agriculture, including provisions to enable actio  in

the interim period to 2025, will be provided in the Bill through the select

committee process or a supplementary order paper.

46. On 16 September 2019, Cabinet agreed6 that the preferred interim option to

encourage agricultural emissions reduction is to pur ue a formal sector-

government agreement, set out in the paper attached t  CAB 19-SUB-0480. At

the same time, Cabinet authorised a group of Ministe s7 to have Power to Act to

take decisions on the details of the preferred int rim option. Cabinet invited the

Minister of Climate Change to report back to Cabinet on those decisions.

47. I can report that those Ministers have taken decisions on the details of a modified

formal sector-government agreement as set out below. The agreement will be

based on a draft version of the Farmi g Leaders Group’s proposal, He Waka Eke

Noa: A Primary Sector Climate Change Commitment (the Commitment)8.

48. To bolster the level of ac ountability and enforceability in the Commitment,

Ministers with the Power to A t ag eed to amend the CCRA to:

46.1 Include a legislative requirement for the Climate Change Commission to:

46.1.1 Monit r progress towards the commitments made in the draft 

Pr mary Sector Climate Change Commitment, including the 

miles nes listed in Annex 1 of the Commitment, as well as 

progress towards meeting the farm-level emissions reporting and 

obligation timeframes. 

6.1 2 Report by 30 June 2022 on progress made to date on the 

commitments, any barriers to implementation, and what further 

steps, if any, are required to meet the farm-level reporting and 

obligations timeframes. 

46.2 Create a regulation-making power that may be used by the Minister for 

Climate Change, in consultation with the Minister of Agriculture, by Order 

in Council at any time from July 2022 onwards, to apply processor-level 

surrender obligations for agriculture in the NZ ETS, if the responsible 

6 CAB-19-MIN-0480 refers. 
7 Prime Minister, Deputy Prime Minister, Minister for the Environment, Minister for Climate Change. 
8 Provided in Appendix 3 to the paper attached to CAB-MIN-0480-SUB.
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Minister has reason to believe, based on the monitoring of the Climate 

Change Commission, that other steps would be insufficient to achieve the 

farm level reporting and obligation timeframes. 

49. I expect the sector, through the organisations involved in the Primary Sector

Climate Change Commitment9, to work collaboratively with the Government to

agree several further aspects of the sector Commitment. These do not require

legislative change. I will report back to Cabinet on these issues by 31 December

2019.

50. The first concerns governance: the sector has agreed in principle to form a small

governance group that is accountable for delivery of the Commitment  This will

include sector representatives, government officials, and iwi Māori
representatives.

51. The sector has also agreed to further work to determine how he Commitment

will be funded. All other sectors of the economy face emissions pricing, so it is

important that the sector contributes financially in other ways to he transition to

a low emissions economy.

52. The Commitment represents a partnership betw en the sector and the

Government. The Government will progress work alrea y underway to:

50.1 ensure that OVERSEER (or an equiva ent emissions measurement tool)

is fit for purpose by the time the sector fa es emissions pricing; and 

50.2 develop ways of accounting for on-farm emissions removals, such as 

carbon sequestration thr ugh riparian planting and other small-scale tree 

planting. 

Contentious provisions 
53. I anticipate support from across the House for most of the changes that this Bill

will make to the architec ure of the NZ ETS. As noted earlier, the Bill will
implement four in-principle decisions of the previous Government following the
2015/16 Revie 0. T ese changes in the Bill generated broad public support in
public consultation in 2018.

54. The decis ons on the phase-down of industrial allocation may be more
contentious, as a wide range of views were expressed on these issues by
submitters uring public consultation. However, since decisions were announced
in July 2019, affected sectors have not actively opposed the changes.

55. The decision not to allow owners of currently registered post-1989 forests from
sing averaging accounting was contentious. Cabinet chose to retain the existing

accounting approach for these forests. Allowing these forests to use averaging
would have had a significant impact on unit supply in the NZ ETS and fiscal costs
of around $500m over 10 years11.

9 Including Apiculture NZ, Beef + Lamb NZ, DairyNZ, DCANZ, Deer Industry NZ, FOMA, Foundation for Arable

Research (FAR), Federated Farmers, Horticulture NZ, Irrigation NZ, Meat Industry Association (MIA). 
10 See Appendix 1. 
11 See Improving the Emissions Trading Scheme for forestry participants – Final decisions required for drafting 

the amendment Bill (Sub 19-0060). 
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56. There was general support across all stakeholder groups for a farm-level price 
on emissions as part of a broader policy package to incentivise agricultural 
emissions reductions, provided that all on-farm emissions removals could be 
counted as well as sources. Given this support, I do not consider the introduction 
of surrender obligations for agriculture from 2025 to be contentious. I do, 
however, anticipate robust discussion on the detail of how farm-level pricing will 
work in practice and the choice to pursue a sector Commitment rather than 
implement processor-level pricing in the interim period. These decisions will be 
included in draft legislative text for Cabinet’s approval and referred to sele t 
committee as soon as possible. 

57. The decision to develop an alternative pricing mechanism, but in the meantime 
allow for pricing of agricultural emissions in the NZ ETS, may elicit s me 
contentious responses. For this reason, this decision is discussed upfront in the 
Bill’s General Policy Statement to clarify the Government’s intention to develop 
and consider an alternative, while clearly signalling the timing of emissions 
pricing and key decisions still to be made. 

Market governance issues will be addressed through a separate work programme 
58. This Bill does not address market governance. In May 20 9, Cabinet agreed that 

officials would prepare a broad market gover ance package to address all 
identified market governance risks (ENV-19-MIN 0019 efers), including insider 
trading and market manipulation. This is an important but complex area of work 
that is likely to require a further amendment bill n the future. 

Confirming policy positions  

59. During the drafting process, officia s have uncovered issues which require further 
Cabinet approval. Most of these hanges d al with minor matters and are set out 
in Appendix 2. I am seeking appro al to include these changes in the Bill. These 
changes will allow drafting th t: 

• better reflects the policy intent of original Cabinet decisions; and/or 

• provides s mpler and more robust legislation with slight departures from the 

original Cabinet decision. 

60. Two forest y-related decisions deal with more substantive matters, while largely 
aligning with the original policy intent of previous Cabinet decisions.  

Simplifying the timing and standardising the nature of emission returns  
61. All f restry participants are required to provide an emissions return on a regular 

basis  in a similar vein to a tax return. However, the drafting process has 
highlighted the inconsistent approach the current Act takes to the timing or nature 
of when emissions returns are due, or what they cover.  

62. I seek to confirm that the Bill should provide a consistent approach to the 

emissions returns process. The need for consistency relates to the timing of 

updating the unit balance, which is the net number of units the registered area of 

forest has received and represents the maximum number of units the participant 

is required to surrender. The need for consistency also relates to how different 

types of returns relate to one another and the calculation of unit entitlements and 
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61.2 If they elect to leave carbon forestry they will need to surrender the unit 
balance of the forest. 

61.3 On 1 January 2022, any PFSI covenants where the covenant holder has 
not notified EPA of their decision will be cancelled and the forest will be 
moved into permanent post-1989 forest. 

Impact analysis 

69. With a small number of exceptions, impact statements were prepared for all
policies and submitted ahead of the relevant Cabinet and Cabinet Committee
meetings. A list of all impact statements prepared for this Bill is included i  the
Bill’s Disclosure Statement that is attached to this paper.

70. Each impact statement was reviewed by a Quality Assurance Panel comprised
of representatives from the Ministry for the Environment (MfE) and/or Ministry for
Primary Industries (MPI) and from Treasury’s Regulatory Quality Team. All
impact statements either met or partially met the Quality Assuran e criteria.

71. The decision on transitioning from the fixed price option t  the c st containment
reserve was exempted as the relevant analysis was set out previously in the
impact statement Improving the NZ ETS Framework for Unit Supply. Exemption
from impact analysis was also granted for min r and technical forestry policy
decisions.

72. The paper Cancellation and Replacement of Kyoto Units in Private Accounts did
not require an impact statement since it implemented a previous Cabinet
decision made in 2013, for which an impact statement had been prepared. This
impact statement is listed in the Bill s disclosure statement.

73. The methodologies for calculating lives ock emissions and providing free
allocation at the farm level are yet to be defined. Therefore, their economic,
community, and other impacts ar  uncertain. Impact analysis will be required
upon any proposed amen ments to the Act or regulations that give effect to these
provisions.

New decisions 

74. For the additi nal non-forestry policy decisions in this paper, the Regulatory
Quality Te m in Treasury confirms that the changes are minor in nature and do
not require further impact analysis or quality assurance. For the additional
forestry p licy decisions, MPI’s Quality Assurance Panel confirms that the
changes a e aligned with the policy intent of previous decisions and do not
req ire fu ther impact analysis or quality assurance.

Financial implications (new decisions) 

75 I am not seeking additional funding for the new policy decisions outlined in this
paper.

Human rights 

76. The proposals in this paper set out in paragraphs 56 to 65 are consistent with
the New Zealand Bill of Rights Act 1990 and the Human Rights Act 1993.
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farm removals as well as sources. The majority of submissions strongly 
emphasised the importance of collaboration with the agricultural sector. 

Agency consultation 
88. The policy decisions in the Bill and outlined in Appendix 1 were led by the MfE

and MPI, including Te Uru Rākau. Other agencies consulted during the policy
development process were Ministry of Foreign Affairs and Trade, Treasury,
Environmental Protection Authority, Ministry of Business, Innovation and
Employment, Ministry of Justice, Te Puni Kōkiri, Department of Conservation
Ministry of Transport and the Energy Efficiency and Conservation Authority  The
Department of Prime Minister and Cabinet and Te Puni Kōkiri were informed

Binding on the Crown 

89. I propose that the Bill bind the Crown.

Allocation of decision-making powers 

90. The Bill allows for regulations to be made for an ind pen ent au tion monitor to
be appointed. The required and optional functions of the m nitor are focused on
monitoring of, and reporting on, the auctioning system to mitigate auction
integrity risks. The monitor does not have specific decision-making powers
beyond these functions. The functions could incl de making recommendations
to the Minister for improvements to the auctio  system.

Ministerial Powers 
91. A new power will be created for the Minister for Climate Change to grant the

ability for permanent post-1989 l nd to be deregistered from the NZ ETS before
the end of the 50-year permanence period  provided that certain conditions are
met and that the participant su rend rs the equivalent value in units (without
having to pay any additiona  penal es).

92. As part of disestablishing the PFSI, the Minister of Forestry will no longer be able
to enter a PFSI covenant a d create regulations relating to these covenants.

Powers of the regulat rs 
93. The Bill enables the Environmental Protection Authority (EPA) to give areas of

land fores ry classifications, in addition to their existing ability to provide
emissions ru ing . Previously, persons interested in participation in the NZ ETS
wou d have to establish forest before knowing whether it would be eligible to earn
NZUs. These classifications will provide investment certainty for persons
inter sted in establishing forests and reduces compliance risk from land
trans ctions. Both the improved emissions ruling process and the forestry
cl ssifications can be used as part of this.

94. The Bill enables the EPA to remove participants with post-1989 forestry land from
the NZ ETS if they are persistently non-compliant with their obligations and/or if
they do not meet any penalty requirements. Currently it is possible to remove
forestry participants from the NZ ETS, but this takes many years and is not
effective. This will improve the environmental integrity of the NZ ETS by
promoting compliance in forestry. It will also reduce administrative burden for the
Crown and participant. Persistent non-compliant participants will have least-cost
options for deregistration.
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95. The EPA will also be empowered to remove land from the register if the land 
should never have been registered as post-1989 forest land or pre-1990 
offsetting forest land or post-1989 approved swap land (post-1989 offsetting 
forest land) because it did not meet the eligibility criteria at the time the original 
approval was granted. A process will be established to give the participant an 
opportunity to comply. 

96. The EPA will also have the power to temporarily suspend a participant’s 
obligation to surrender units for emissions from forest clearance as a result of an 
adverse event such as fire or storm. This will apply to post-1989 forest land 
subject to averaging accounting methodology and permanent forestry. The 
participant will have to re-establish the forest within a certain timeframe and will 
be entitled to earn units for removals once the replacement forest r ach s the 
carbon stock of the previous forest before the adverse event. 

Associated regulations 

97. The Bill enables the making of regulations; including auc oning and unit supply 
regulations, forestry regulations, and compliance egu ations  A list of key 
associated regulations is included in Appendix 3. 

Upcoming consultation on regulations 
98. In November-December 2019, I will seek Cabine s approval to consult on the 

auctioning and unit supply regulations, and with the Minister of Forestry, the 
forestry regulations. Public consultation pro esses are expected to run 
concurrently in the final quarter of 2019, with regulations made in 2020. 
Consultation on the regulations for the new infringement offence regime is 
planned for 2020.  

99. Consultation on the unit supply regulations is likely to attract a great deal of 
interest from the public and NZ ETS stakeholders. These regulations will 
determine the level of the cap on the NZ ETS, and so will have a significant 
impact on the effectiveness of the scheme in meeting emission reduction targets. 
Social and fin ncial impacts must also be taken into account in the way that the 
cap is designed, particularly given the need for a just transition.  

100. The forestry regula ions will be detailed, and likely to be of interest to both 
existing pa ticipants and landowners considering whether to plant forest or join 
the NZ ETS f r forestry.  

Commencement of legislation 

101  Most amendments will come into force on the day after the date of Royal assent. 
Othe  amendments have different start dates set out in the Act, or will come into 
force on varying dates by Order in Council. For example, amendments to 
implement the cancellation and replacement of Kyoto units in private accounts 
commence on 30 November 2020. Forestry amendments are intended to 
generally commence on 1 January 2021. 

Parliamentary stages 

102. The Bill holds a category 2 priority on the 2019 Legislation Programme (must 
be passed in 2019). This timeframe has not proven feasible given the 
complexity of drafting in the Bill. 
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103. I propose the Bill should be introduced on 24 October 2019 and passed in 2020.
The Bill should be referred to the Environment Select Committee.

Publicity 

104. I intend to make public announcements on the introduction of the Bill in
consultation with other Ministers.

105. Significant announcements relating to changes to the NZ ETS are usually
preceded by a 24-hour notice to market participants. I intend to follow this
convention.

106. I am also working with the Farm Leaders Group to facilitate an alig ed
communications approach.

Proactive Release 

107. I propose to release this paper proactively on the Ministry for the Environment’s

website, subject to any redactions as are appropriate under the Official

Information Act 1982.
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and to support the transition to farm-level pricing from 2025, is to 
develop a modified version of Option 2, a formal sector-government 
agreement, as set out in the paper attached to CAB-19-SUB-0480 

11.2 authorised a group of Ministers comprising the Prime Minister, Deputy 
Prime Minister, Minister for the Environment, and Minister for Climate 
Change to have Power to Act to take decisions on the details of the 
preferred interim option 

11.3 invited the Minister for Climate Change to report back to Cabinet on the 
decisions taken by the group of Ministers with Power to Act 

12. note that the Ministers set out in recommendation 11.2 have taken decisions 
on the details of a formal sector-government agreement based on the Pri ary 
Sector Leaders Group’s proposal, He Waka Eke Noa: A Primary Sector 
Climate Change Commitment (the Commitment) 

13. note that Ministers with the Power to Act agreed to bolster acco ntability and 
enforceability in the Commitment by amending the CCRA to: 

13.1 include a legislative requirement for the Climate Change Commission to: 

13.1.1 monitor progress towards the commitments made in the draft 
Primary Sector Climate Change Comm ment,18 including the 
milestones listed in Annex 1 f the Commitment, as well as 
progress towards meeting the farm-level emissions reporting 
and obligation timeframes 

13.1.2 report by 30 June 2022 on progress made to date on the 
commitments, any barriers to implementation, and what further 
steps, if any, are required to meet the farm-level reporting and 
obligations imef ames 

13.2 Create a regulation-making power that may be used by the Minister for 

Climate Change, in consultation with the Minister of Agriculture, by Order 

in Council a  any time from July 2022 onwards, to apply processor-level 

surrender obligations for agriculture in the NZ ETS, if the responsible 

Ministe  has reason to believe, based on the monitoring of the Climate 

Change Commission, that other steps would be insufficient to achieve the 

f rm level eporting and obligation timeframes 

14. authorise the Minister for Climate Change, in consultation with the Minister of 
Agric lture, to further clarify and develop policy matters related to the 
dec sions set out in recommendation 13, in a way not inconsistent with these 
Cab net decisions 

15  authorise the Minister for Climate Change, in consultation with the Minister of 
Agriculture, to agree a governance structure for a formal sector-government 
agreement that must include representatives of the sector, the government, 
and iwi/Māori 

                                                           
18 Provided in Appendix 3 to the paper attached to CAB-MIN-0480-SUB. 
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16. invite the Minister for Climate Change, in consultation with the Minister of
Agriculture, to work with the governance group to develop funding options
relating to fulfilment of the Commitment

17. invite the Minister for Climate Change to report back to Cabinet on
governance and funding decisions and outcomes by 31 December 2019

18. invite the Minister for Climate Change to issue drafting instructions to the
Parliamentary Counsel Office based on the agreed decision in
recommendation 12

Transparency provisions and privacy interests 

19. note that the Bill requires the regular publication of participant-level emission
and removals data from 2021 onwards

20. note that while Office of the Privacy Commissioner (OPC) is c mfo table with
the requirement to make such information available as outlined above, the
OPC has recommended a provision be provided to withhold info mation where
its publication is likely to prejudice an individual’s privac  or pe sonal safety

21. note that I have asked my officials to consider the need for uch a provision
and, if necessary, this could be provided through the select committee
process or a supplementary order paper

Confirming policy positions 

22. note that, during the drafting process  officials have identified minor policy
changes set out in Appendix 2 that will better reflect the policy intent of
original Cabinet decisions and/or provide simpler and more robust legislation
with slight departures from those decisions

23. agree to the minor policy proposals in Appendix 2

24. agree to the changes to the emissions return process for forestry to:

24.1 require an emissions return to bring the unit balance up to date prior to
any other a tion for the carbon accounting area 

24.2 provide c nsist nt rules for how different types of returns relate and 
how unit ent tlements and liabilities are calculated for the carbon 
accounting areas   

25. agree to legislate the transition for participants in the Permanent Forest Sink
Initiati e ( FSI) into the NZ ETS, including the options open to participants,
through the following steps:

25.1 between 1 January and 31 December 2021, covenant holders may

submit the emission returns to, and notify the Environmental Protection 

Authority (EPA) of their decision to take up one of the three options 

below:

25.1.1 move all their PFSI forests to the post-1989 forest activity in the 

NZ ETS, or 

25.1.2 move all their PFSI forests to the permanent post-1989 forestry 

in the NZ ETS or to leave carbon forestry, or 

25.1.3 remove all their PFSI forests from carbon forestry 
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25.2 a covenant holder may notify the EPA of their decision before 2021, but 

will be unable to use the new process to move into the NZ ETS before 

1 January 2021, and will be subject to the current Act and covenant 

conditions before 1 January 2021 

25.3 if participants elect to leave carbon forestry, they will be required to 

surrender units equal to the number received during the term of the 

covenant 

25.4 PFSI covenants are cancelled on 1 January 2022, and any land where 

the holder does not make a decision to be moved into the permanent 

post-1989 forest activity. 

Approval for introduction 

26. note that the Minister of Climate Change has approval from the government
caucuses for the introduction of the Bill and there is sufficient uppo t in the
House of Representatives for the Bill to progress

27. note that officials will need to continue further technical work on the Bill during
Select Committee including consequential amendments t  other instruments
and other minor tidy ups

28. note that major announcements about change  to the NZ ETS are usually
preceded by a 24-hour notice to market part cipants and I intend to follow this
convention before announcing Cabinet’s decisions

29. approve the Bill for introduction

30. agree that the Bill be introduced on 24 October 2019 or as soon as
practicable

31. agree that the Government pro ose that the Bill be:

31.1 referred to the Environment Select Committee for consideration

31.2 enacted in 2020.

Authorise  for lodgement 

H n James Shaw 
Minister for Climate Change Proa
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