Reference: 20150497

12 February 2016

Thank you for your Official Information Act request, received on 26 November 2015.
You requested the following:

“all advice provided to Ministers, in the last 12 months, relating to the scope of
the review of the New Zealand’s Emissions Trading Scheme. This should include,
but not be limited to, briefings, aide memoires, presentations, and cabinet papers.
It should also include any documents provided to support informal discussions

between Ministers.”

On 15 December 2015 | sought an extension of 20 working days.

Information Being Released

Please find enclosed the following documents:

Item

Date

Document Description

Decision

1.

6 November 2015

Treasury Report: Emissions Trading
Scheme Review: Release of
Discussion Documents

Release in part

6 November 2015

Cabinet Committee Briefing Review of
the New Zealand Emissions Trading
Scheme

Release in part

| have decided to release the relevant parts of the documents listed above, subject to
information being withheld under the following sections of the Official Information Act:

Personal details under section 9(2)(a) — to protect the privacy of natural persons,
including deceased people




. advice under active consideration under section 9(2)(f)(iv) —, to maintain the
constitutional conventions for the time being which protect collective and
individual ministerial responsibility; and

. names and contact details of junior officials and other sensitive information under
section 9(2)(g)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions.

In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.

Please note that this letter (with your personal details removed) and enclosed
documents may be published on the Treasury website.

This fully covers the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

Libby Masterton
Manager, Natural Resources
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THE TREASURY

Kaitohutohu ]\aupnpu Rawa

Treasury Report: Emissions Trading Scheme Review: Release of
Discussion Document

2

Date: 6 November 2015

Report No:

T2015/2558

N

File Numbeﬂa/\g(l-3-2-3

Action Sought

&
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Action So@

Mline

Minister of Finance
(Hon Bill English)

Read this.r rt
considers

Wednesday 11 November 2015

the
chem
L rt the rec
S Rewqw\
R te the r ations on page
@ of this ré%«cg\j
A%
Contact for Tel Discussi if required)
Name Msmon V Telephone 1st Contact
[Withheld undef’s [Withheld under v
({D s9(2)(a)]
A
Ben Parker Natural 04 917 6017 (wk)
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\st ces

Actions f@ Minister’s Office Staff (if required)

Doc 1

Return the signed report to Treasury.

Refer a copy of this report to the Associate Ministers of Finance, the Minister for Climate Change Issues, the

Minister for the Environment, the Minister for Primary Industries and the Associate Minister of Climate

Change issues

Note any
feedback on
the quality of
the report

Enclosure: No
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Treasury Report: Emissions Trading Scheme Review: Release of
Discussion Document

Executive Summary

Hon Groser will take a paper to EGI on 11 November, seeking to start consultation on a
review of the Emissions Trading Scheme (ETS). The paper incl the propose s of
reference and process for the review and seeks approval to r s iscussipgjﬂo ent.

Treasury supports the Cabinet Paper and recommends y 0 its reco }ﬂér\{gétions.
The discussion document does not include any Govern erred opt leaves all

policy choices open to consider in 2016.

The first stage of the review will consider removit e-for-two'fransitional measure
that effectively halves the carbon price for all sé€ : S @t | also consider
reducing the price ceiling that sets a maxim ixed pfice for gmissions, to reduce the costs

r, starting to phase out transitional
measures before 2020 would demonstratesa-more crediblescommitment to exposing firms to
emissions costs over time, aiding be i ent decisions

[Information not relevant to request]

The agrict
becalsé-there
would o be include

available to reduceg thes issions, and our trading partners make more progress on
fonsin general. s9(2)(f)(iv)

The key Ministers will have to decide in 2016 after consultation is complete is when
e one-fi

to remov or-two, and whether to manage costs to participants of this in the short term.
These costs could be managed by removing one-for-two gradually, lowering the price cap, or
by introducing an auctioning mechanism. Ministers will also need to decide whether to
commit to a pathway of longer term policy changes up to and beyond 2020.
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Recommended Action

We recommend that you:

a

note that Hon Groser will take a paper to EGI on 11 November seeking to start
consultation on the ETS Review.

note that the ETS review will have two stages, with the fi e consider@@ether
to remove the ‘one-for-two’ transitional measure and wh reduce tﬁg/\’gﬂc ap to
manage the additional costs from removing one-for- econd ta@é\wyf
consider other matters that could be progressed o i AME.

note that the review will not consider including agricultural emissions i e ETS.
note that that there will be an increasing og» % he Gov ‘ s actions to reduce
d OS1

agricultural emissions, given New Zeala
includes these emissions.

note that it is timely to assess the sment’s action strategy for reducing

agricultural emissions, even iﬂ@ )
s9(2)(f)(iv) @

refer to the Associ nisters @ ance, the Minister for Climate Change Issues, the
Minister for the\Environment, the-Minister for Primary Industries and the Associate
Minister of ate(Change i

Né

Ben Parke

Acting Manag&@g Resources

Hon Bill English
Minister of Finance

T2015/2558: Emissions Trading Scheme Review Page 3
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Treasury Report: Emissions Trading Scheme Review: Release of

Discussion Document

Purpose of Report

1.

This report explores the potential impacts of the changes that will be considered
through the upcoming ETS review and highlights the key choices around the ETS that
Ministers will need to make in 2016 after the consultation,

The report sets out the context for the review and the “benefits

of the key proposal, removing ‘one-for-two’, at a high leve
removal of one-for-two are being taken at this stage:

OI€
4

<Q
Context and drivers for the ETS Review @

New Zealand will be part of any new

United Nations climate change confere i ris in/Dé r 2015. This agreement
would apply from 2020. The Gov nent ided'that New Zealand’s emissions
reduction target under the new ag ent wi 0%, bejow 2005 levels by 2030, if
countries conclude the new globalagre i is. <This target applies to all gases.

- 2013-2020 emissions target.

-\ RN
New Zealand’s post-2 %a@ét will be mo & hallenging to meet than previous targets.
Other countries are more a \fﬁ? argets, which will create tighter global
constraints on green ases. U Paris negotiations are not successful,
toincrease over time. The ETS review is an
<%elp New Zealand to meet this target at least

global action on c%@c ange i
opportunity to at the
cost. Ei %

recomme hasing out one-for-two over three years, slowly increasing the price
cap and reducihg free allocation levels. It also recommended including agricultural

em Sﬁ:% the ETS from 2015. The Government chose not to change these settings,
and\ ad to consider them again in the next ETS review.
Cabinet agreed in 2012 that the next ETS review would be in 2015 and will consider

both the entry of agriculture into the ETS and the continuation of the one-for-two and
fixed price transitional measures.

Current announcements about the 2015 ETS Review

8.

Public statements by Hon Groser have confirmed that the ETS review will begin this
year, and that it will consider removing transitional measures, particularly the one-for-
two provision. ETS participants also know that the Government has been considering
whether an auctioning mechanism needs to be introduced to the scheme, and that the
Government previously committed to consider agricultural emissions in the next review.
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Scope and process for the 2015 ETS Review

9.

10.

. : A\

Key Decisions in 2016 @

11. The key issues Ministers will have to decide-i after CO?@ is complete are:
one-for-two by phasing it o

. when to remove one-for-two, %
nd firms from removing
3 e price cap, or introducing
auctioning, and Q
° whether to commit to increase’free allocati

tes or to remove the price cap

after 2020, when N ealand will e re stringent emissions target
A [~

. whether to manage the increds

T2015/2558: Emissions Trading Scheme Review Page 5
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[Information not relevant to request]

Other ETS Policy Issues

/N

)
38. There are a number of other policy issues around climate éﬁéﬁ
should consider when they make decisions around the\%

ge policy t/th/\mksters

iew.

A\,
39. The treatment of agricultural emissions is exclu fr he ETS re e
discussion document mentions why agriculture is X d, but it could als6 describe
the action the Government is already taking or\r ?ese emission signhificant

amounts of research).

40. There will be an increasing focus on th erfiment’s agctio
emissions, because New Zealand has éﬁ an ambiti %-‘ arget that includes
these emissions. This would be a géod time’to asse Government’s actions and
strategy for reducing agricultural & ns, even if it art of the review. For
is

instance, officials could considerh e currenti nts in research to reduce
agricultural emissions are ali d wheth

funding the right portion of
this spending. This work could alse-consider-how:policies to improve water quality

interact with goals to re Qe\aTQriculturaI e@nh@sé gas emissions.
N NS
41. New Zealand is planhi fake a di f*er@‘\ap roach to accounting for forestry
emissions in the réement. new accounting rules will not be confirmed
until at least 2016 ey may hat significant changes to forestry settings in

42. [Information no

Ve
Risk@ @%@

43. [Information;@ request]

44.
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Communications

45,

46. The discussion document also includes a section on the b
price floor to the ETS. Treasury understands that Minist
of a price floor and may not have wanted to consider th

fits and costs dding a
discusse tion
urther.
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Review of the New Zealand Emissions Trading Scheme 2015-16

Responsible Person: Ben Parker (917 6017)
First Contact Person: [Withheld under s9(2)(g)()]

Purpose

1. This paper seeks approval to release a discussion d
Emissions Trading Scheme (ETS). The paper alsg/ingl
reference and process for the review.

2. Treasury supports this Cabinet Paper. Treasury’Report T2015 ovides detailed
advice on the review. @ @

Comment

3.  The first stage of the review will hether to ove the ‘one-for-two’
transitional measure that effegtiv es the €arbon price for all sectors except
forestry. It will also consider w to reducé the ‘price cap to manage the additional

costs from removing ono. %
4, The second stage will consjdef other @ lat could be progressed over a longer

timeframe. q
5. [Information not reev] %

Treasur endatic
6. mend U support the recommendations in this paper.

%

B

%

Title ommend Fiscal Implications ($m GST excl.) Treasury Comment
15/16

16/17 17/18 18/19 Out
years

2015-16 document on the
ETS review.

Review of th Support Operating This paper seeks
Zealand Emissi ‘ ’ ‘ ’ agreement to release
Capital

Trading Sche a discussion
L
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