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Disclaimer
The information in this publication is, according to the Ministry for the Environment’s best efforts, accurate at the time of publication. The Ministry will make every reasonable effort to keep it current and accurate. However, users of this publication are advised that: 
The information does not alter the laws of New Zealand, other official guidelines, or requirements.
It does not constitute legal advice, and users should take specific advice from qualified professionals before taking any action based on information in this publication.
The Ministry does not accept any responsibility or liability whatsoever whether in contract, tort, equity, or otherwise for any action taken as a result of reading, or reliance placed on this publication because of having read any part, or all, of the information in this publication or for any error, or inadequacy, deficiency, flaw in, or omission from the information in this publication.
All references to websites, organisations or people not within the Ministry are for convenience only and should not be taken as endorsement of those websites or information contained in those websites nor of organisations or people referred to.


This document may be cited as: Ministry for the Environment. 2024. New Zealand Emissions Trading Scheme interim auction monitor report: 4 December 2024 auction. Wellington: Ministry for the Environment. 
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[bookmark: _Toc171497949][bookmark: _Toc175302684][bookmark: _Toc176268101][bookmark: _Toc176507682][bookmark: _Toc184985439][bookmark: _Toc345760336]Introduction and purpose of this report
This report is produced by the Ministry for the Environment (the Ministry) acting in the role of the interim auction monitor for the sixteenth New Zealand Emissions Trading Scheme (NZ ETS) auction and the fourth auction of 2024, held on 4 December 2024.
The NZ ETS auctions of New Zealand Units (NZUs or ‘units’) are held at quarterly intervals each year in accordance with the Climate Change Response Act 2002 and the Climate Change (Auctions, Limits, and Price Controls for Units) Regulations 2020. Specific regulations for the auction monitor function have not been passed, so the Ministry is operating as the interim auction monitor.
The functions of an auction monitor include but are not limited to: 
monitoring the conduct of agents and auction participants
the publication of an auction report as soon as is practicable following an auction
calculating specified metrics about the auction process and auction results
providing a periodic assessment of the auction system and making recommendations for improvement.
This auction monitor report provides the results of the latest auction. It also presents a comparison with previous auctions and provides assurance that the auction was conducted properly and in accordance with the applicable rules and laws. The next auction, the first auction of 2025, is scheduled for 19 March 2025.
We welcome feedback on this report; please send it to etsfeedback@mfe.govt.nz.
[bookmark: _Toc171497953][bookmark: _Toc175302685][bookmark: _Toc176268102][bookmark: _Toc176507683]

[bookmark: _Toc184985440]Auction information
The following table provides the price settings and units available for the 4 December 2024 auction.
Table 1 	Unit and price information the NZ ETS auction held on 4 December 2024
	Units available
	Prices

	December auction
	Unsold from previous auctions
	Total auction volume 
(excl CCR)
	Tier 1 CCR 
	Tier 2 CCR 
	Price floor
	Tier 1 CCR trigger price
	Tier 2 CCR trigger price

	3,525,000
	7,600,700
	11,125,700
	2,800,000
	4,900,000
	NZ$64.00
	NZ$184.00
	NZ$230.00


[bookmark: _Toc171497954][bookmark: _Toc175302686][bookmark: _Toc176268103][bookmark: _Toc176507684]Note: CCR = cost containment reserve.
[bookmark: _Toc184985441]Auction results
The fourth and final auction of 2024, held on Wednesday 4 December 2024, partially cleared at a clearing price of $64.00.
Twenty bids were received during the auction bidding window.
4,032,500 NZUs were sold to successful bidders as a result of the auction.
No unsold units will carry over as this is the final auction of the year. They are permanently removed from the NZ ETS scheme and will not be available in future supply.
The secondary-market closing bid-offer prices the day before the auction (3 December 2024) were NZ$64.05 – $64.20.
The secondary market closing bid-offer prices the day of the auction (4 December 2024) were NZ$63.00 – $64.50.
Table 2 provides the key metrics of the auction. Figures 1 to 10 throughout this report present a comparison of the auction with previous auctions.


Table 2	Metrics for NZ ETS auction held on 4 December 2024
	Metrics for NZ ETS auction 
	Response

	Clearing price
	$64

	Maximum bid price
	$65

	Minimum bid price
	$64

	Mean bid price
	$64.09

	Number of participants
	10

	Number of successful participants
	10

	Volume available at auction (including 7,700,000 cost containment reserve [CCR] units)
	11,125,700 (18,825,700 incl. CCR)

	Volume of New Zealand Units (NZUs) sold
	4,032,500

	Volume of NZUs bid for
	4,032,500

	Mean bid size
	201,625

	Mean volume bid per participant
	403,250

	Mean volume won per successful participant
	403,250

	Mean number of bids per participant
	2

	Total number of bids submitted (not including withdrawn bids)
	20

	Number of bids withdrawn
	0

	Number of successful bids
	20

	Cover ratio (excluding 7,700,000 CCR units)
	0.36

	Aggregated ‘top 5’ participants volume (aggregated bids) as a percentage of total units bid for
	91%

	Percentage of bidders with compliance obligations*
	60%


[bookmark: _Toc176268104][bookmark: _Toc176507685][bookmark: _Toc171497956][bookmark: _Toc175302687]*See note on page 12.

[bookmark: _Toc184985442]Commentary on the auction results
The 4 December 2024 auction was the fourth and final auction of 2024 and partially cleared. This auction followed the March 2024 auction, which partially cleared at the auction-floor price of NZ$64, and the June 2024 and September 2024 auctions, which both received no bids and did not clear. 
[bookmark: _Toc175302688][bookmark: _Toc176268105][bookmark: _Toc176507686][bookmark: _Toc184985443]Price
The clearing price was $64 for the 4 December 2024 auction. This is equal to the floor price of the auction. The auction floor price is increasing to $68 for the auctions in 2025 based on the updated auction price settings.
Figure 1:	Auction clearing prices (relative to floor and CCR prices)

The maximum bid price was $65, providing a bid price range of $1. This is the smallest bid price range of any auction to date. The bid price range at the March 24 was $11, which saw a maximum bid of $75. The mean bid price range historically is $39.93.

Figure 2:	Range of minimum and maximum bid price observed at auctions
Minimum - Maximum bid price range

[bookmark: _Toc175302689][bookmark: _Toc176268106][bookmark: _Toc176507687][bookmark: _Toc184985444]Units sold and cover ratio
7,600,700 units were carried over from the previous auctions of 2024, meaning a total of 11,125,700 units were available at the 4 December 2024 auction. 4,032,500 units were sold, and the remaining 7,093,200 units (excluding CCR) will not carry over into 2025. A total of 6,000,000 units (excluding CCR) will be made available in 2025 based on the updated auction unit settings. 1,500,000 unit will be made available per auction (excluding CCR), and any unsold units will roll over to the next auction.
Figure 3:	Bid volume versus total volume sold over time

The cover ratio shows the level of demand compared to the number of units available at auctions. It has been on a downward trend over time. The cover ratio for the 4 December auction was 0.36 (excluding CCR units). This is lower than the March 24 auction which had a 


cover ratio of 0.84 (excluding CCR units); however, there were only 3.525 million units available in the March auction, compared to over 11 million in the December auction due to carried over units.
Figure 4:	Trend of cover ratio over time (volume bid/volume sold)
Note: CCR = cost containment reserve.
[bookmark: _Toc175302690][bookmark: _Toc176268107][bookmark: _Toc176507688][bookmark: _Toc184985445]Bidder behaviour
The 4 December 2024 auction saw the lowest level of bidder activity in any auction to date (other than auctions that did not clear because there were no bids). There were 20 bids, with an average of 2 bids per participant. As the auction partially cleared at the $64 price floor, all bids were successful. The number of bids in this auction was significantly lower than past auctions, with the mean number of bids per auction historically being 317.
Figure 5:	Total number of successful and unsuccessful bids

Figure 6:	Range of maximum and minimum number of bids 
Minimum - Maximum number of bids by one participant

The mean total bid volume won per participant was 403,250 units. This mean bid volume won per participant is the largest to date, with the historic mean across all past auctions being 302,204 units.
Figure 7:	Range of maximum and minimum volume of units won per participant
 Minimum - Maximum volume won per participant

[bookmark: _Toc184985446]Participants
Auction participation has been on a downward trend over time. However, the 4 December 2024 auction saw participation increase following zero participation in the June and September auctions. There were 10 participants, which is the smallest number of participants to date outside of the auctions that had zero participation. All participants were returning and had participated in previous auctions.
Figure 8:	Participant numbers per auction



The ratio of compliance to non-compliance participants in the December auction differed from recent trends, which historically average a 50/50 split between compliance and non-compliance. Most of participants were compliance participants in the December 2024 auction, making up 60 per cent of participation. However, the non-compliance participants bought a larger proportion of units. Sixty-five per cent of units were bought by non-compliance participants. This is consistent with the historic trend of non-compliance participants purchasing a larger share of units.
Note: A participant with compliance obligations is a party who is directly registered in the NZ ETS with obligations under Schedule 3 and/or Schedule 4 of the Climate Change Response Act. However, there may be participants in an auction who do not have compliance obligations and could be purchasing units on behalf of another party that does have compliance obligations. In December 2024 we completed a classification review of compliance versus non-compliance participant status.
Figure 9:	Number of compliance versus non-compliance participants 

Figure 10:	Number of units sold to compliance participants versus non-compliance participants 
[bookmark: _Toc171497960][bookmark: _Toc175302692][bookmark: _Toc176268109][bookmark: _Toc176507690]


[bookmark: _Toc184985447]Commentary on the auction operation
The auction operator has confirmed that the auction mechanism, systems and processes functioned as expected, with no issues or delays observed. The Environmental Protection Authority also confirmed that register processes ran as expected and without issue.
The Ministry, acting in the role of interim auction monitor, is satisfied that the auction was conducted properly and ran in accordance with the applicable regulation and policy.
[bookmark: _Toc175302693][bookmark: _Toc176268110][bookmark: _Toc176507691][bookmark: _Toc184985448]Collateral and settlement
As in past auctions, participants continued to make use of both cash and non-cash collateral instruments in the 4 December 2024 auction.
Unused cash collateral was returned to the participants on the day of the auction. For domestic participants, returned funds are expected to clear on the same day.  For international participants, returned funds may take an additional day to clear.
All invoices were settled within the mandatory period of four business days following the 4 December 2024 auction.
The September 2024 auction was the first auction where a new accelerated settlement approach to transfer units the same business day that payment is made was technically available. However, in practice the approach was not applied at the September 2024 auction because no units were sold. The new accelerated settlement approach was applied at the December 2024 auction (a payment cut-off of approximately 1 pm local time applies) and the approach operated as expected.
A new auction collateral methodology will be made available in 2025, taking effect for the 19 March 2025 auction. The new methodology improves the way maximum value is calculated for bidders making more than one bid at more than one price. Collateral requirement remains as equal to at least 25 per cent of the bidder maximum value. 

[bookmark: _Toc175302694][bookmark: _Toc176268111][bookmark: _Toc176507692]

[bookmark: _Toc184985449]Appendix 1: Auction mechanics
[bookmark: _Toc175302695][bookmark: _Toc176268112][bookmark: _Toc176507693][bookmark: _Toc176774319][bookmark: _Toc184985450]The auction clearing price
The auction clearing price was $64 for the final auction of 2024. This was equal to the auction floor price of $64.The floor price will increase to $68 for all auctions held in 2025, starting at the 19 March 2025 auction.
[bookmark: _Toc171497957][bookmark: _Toc175302696][bookmark: _Toc176268113][bookmark: _Toc176507694][bookmark: _Toc176774320][bookmark: _Toc184985451]The confidential reserve price
The confidential reserve price (CRP) was not made use of in the 4 December 2024 auction. 
The Climate Change (Auctions, Limits, and Price Controls for Units) Regulations 2020 require the Minister of Climate Change to set a methodology for calculating a CRP for NZ ETS auctions. The purpose of the CRP is to prevent NZUs from being sold at auction at a price significantly below the secondary market price. If the auction clearing price is less than the CRP, the auction will not sell any NZUs. Unsold NZUs are rolled forward to be sold at the next auction in the same calendar year (but are not rolled forward into a new calendar year).
The mechanism for calculating the CRP was last revised ahead of the March 2024 auction to ensure that the mechanism remains confidential. 
[bookmark: _Toc171497958][bookmark: _Toc175302697][bookmark: _Toc176268114][bookmark: _Toc176507695][bookmark: _Toc176774321][bookmark: _Toc184985452]Resolved tied bids
There were no tied bids in the 4 December 2024 auction. If more than one bid sets the clearing price, those bids are referred to as tied bids. If all tied bids, together, bid for more units than are left, each tied bid is allocated a proportional share of the remaining units, subject to rounding rules. 
Bids are only accepted in multiples of 100 units from 500 units (the lot size and minimum bid respectively). Units are allocated to bids in multiples of lot size. Therefore, when tied bids occur and the operator calculates proportional shares, they apply the following rounding rules:
the number of units allocated to a tied bid, if not a multiple of the lot size, is rounded down to the nearest 100 units (this may include being rounded down to zero)
if unallocated units remain after tied bids are awarded their proportional share (rounded to the nearest 100 units), any remaining lots are randomly allocated to the tied bids, but only up to their original bid amount.
[bookmark: _Toc171497959][bookmark: _Toc175302698][bookmark: _Toc176268115][bookmark: _Toc176507696][bookmark: _Toc176774322][bookmark: _Toc184985453]Cost containment reserve
The CCR trigger prices were not breached in the 4 December 2024 auction. No CCR volume units were sold.
The CCR mechanism provides for additional volume of NZUs to be added to the auction volume if the auction clearing price is equal to, or exceeds, the CCR trigger price or prices. In 2024, there are two distinct CCR tiers and two associated trigger prices.
Both the auction volumes and the CCR trigger price(s) are set by regulation. These details are published on the Ministry website, together with the dates for future auctions. Participants are urged to monitor the Ministry website to keep up to date with these details.

Floor price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	20	20	20	20	30	30	30	30	33.06	33.06	33.06	60	64	64	64	64	Auction clearing price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	36	41.7	53.85	68	70	76	85.4	79	64	64	CCR price (tier 1)	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	50	50	50	50	70	70	70	70	80.64	80.64	80.64	173	184	184	184	184	CCR price (tier 2)	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	216	230	230	230	230	
Unit price ($/NZU)




Minimum bid price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	20	31	40	20	30	67	69.05	40	34	33.1	33.1	60	64	0	0	64	Maximum bid price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	51	50	66.599999999999994	85.05	100	86	172	105	85	63.05	80.5	80	75	0	0	65	Auction clearing price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	36	41.7	53.85	68	70	76	85.4	79	64	64	Minimum bid price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	20	31	40	20	30	67	69.05	40	34	33.1	33.1	60	64	0	0	64	Maximum bid price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	51	50	66.599999999999994	85.05	100	86	172	105	85	63.05	80.5	80	75	0	0	65	Mean price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	35.814831460674178	41.346416666666606	53.595238095238045	65.201111111111089	74.238477366255125	74.156213872832353	83.244977168949674	79.827828054298607	60.609677419354796	46.9216814159292	61.185398230088495	65.582370820668686	65.798314606741599	0	Auction clearing price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	36	41.7	53.85	68	70	76	85.4	79	64	64	Mean price	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	35.814831460674178	41.346416666666606	53.595238095238045	65.201111111111089	74.238477366255125	74.156213872832353	83.244977168949674	79.827828054298607	60.609677419354796	46.9216814159292	61.185398230088495	65.582370820668686	65.798314606741599	0	
Bid price ($/NZU)



Volume sold	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	4750000	4750000	11750000	4750000	10518300	6131700	4825000	4825000	0	0	0	0	2974300	0	0	4032500	Bid volume	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	11626500	10861100	18599400	9210900	11727400	10050900	6413700	6162100	4887800	3058200	7674400	3622000	2974300	0	0	4032500	
Volume of units (millions)




Cover ratio (incl CCR)	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	0.98948936170212765	0.92434893617021274	1.5829276595744681	1.939136842105263	0.99174630021141652	1.6391702138069377	1.3292642487046633	1.277119170984456	0.39180761523046093	0.18042477876106194	0.35819836639439906	0.15747826086956521	0.26497104677060135	0	0	0.21420186234774802	Cover ratio (excl CCR) 	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	2.4476842105263157	2.2865473684210524	3.9156631578947367	1.939136842105263	2.4305492227979273	2.0830880829015546	1.3292642487046633	1.277119170984456	1.0922458100558659	0.34169832402234634	0.5716499068901304	0.24146666666666666	0.84377304964539002	0	0	0.36244910432601996	
Cover ratio




Unsuccessful bids	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	171	345	243	206	127	226	121	61	194	110	452	324	0	0	0	0	Successful bids	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	237	238	191	103	350	90	96	152	0	0	0	0	88	0	0	20	Total bids	
44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	408	583	434	309	477	316	217	213	194	110	452	324	88	0	0	20	
Number of bids




Mean number of bids per participant	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	10.199999999999999	15.756756756756756	10.093023255813954	10.093023255813954	14.90625	12.153846153846153	8.3461538461538467	9.2608695652173907	10.777777777777779	6.4705882352941178	26.588235294117649	18	5.5	0	0	2	Minimum number of bids by one participant 	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	1	1	1	1	1	1	1	1	1	1	1	1	1	0	0	1	Maximum number of bids by one participant 	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	101	304	191	105	244	181	64	49	103	31	324	228	25	0	0	6	
Number of bids 



Mean total bid volume won per participant	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	158333.33333333334	296875	379032.25806451612	263888.88888888888	350610	360688.23529411765	209782.60869565216	229761.90476190476	0	0	0	0	185893.75	0	0	403250	Maximum volume won per participant	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	1000000	2442500	4335000	1680000	3721000	2375000	1075000	1982000	0	0	0	0	800000	0	0	1062500	Minimum volume won per participant	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	500	800	800	500	500	500	600	500	0	0	0	0	500	0	0	40000	
Volume of units (millions)




Number of successful participants	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	30	16	31	18	30	17	23	21	0	0	0	0	16	0	0	10	Number of unsuccessful participants	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	10	21	12	9	2	9	3	2	18	17	17	18	0	0	0	0	Total number of participants 	
44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	40	37	43	27	32	26	26	23	18	17	17	18	16	0	0	10	
Number of participants




Compliance participant	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	24	19	20	13	16	13	13	13	11	8	8	9	8	0	0	6	Non-compliance participants	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	16	18	23	14	16	13	13	10	7	9	9	9	8	0	0	4	
Number of participants




Percentage of volume sold compliance	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	0.78549473684210525	0.31869473684210525	0.1988	0.4108842105263158	0.27669870606466823	0.47896994308266877	0.39745077720207256	0.28182383419689117	0	0	0	0	0.25226103621020074	0	0	0.34903905765654059	Percentage of volume sold non-compliance	44256	44348	44440	44531	44621	44713	44805	44896	44986	45078	45170	45261	45352	45444	45536	45627	0.21450526315789473	0.68130526315789475	0.80120000000000002	0.58911578947368426	0.72330129393533171	0.52103005691733129	0.60254922279792744	0.71817616580310883	0	0	0	0	0.74773896378979932	0	0	0.65096094234345936	
Percentage of units sold
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