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Overview

— The New Zealand context
— What are we doing
— Where are we going
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NEW ZEALAND Key m e Ssa g e S

— The two goals of NDC implementation and economic
transition (not just energy transition) are distinct but
complementary

— Pricing is a part of both

— We are part way through an ambitious domestic
programme to deliver these goals, including:
— Improving our existing pricing instrument (the NZ ETS);
— Strengthening our broader policy architecture; and
— Considering what measures in addition to price are needed.
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The New Zealand context
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g\wf‘ New Zealand’s Emission Trading
oo SChEMeE

* Second oldest
scheme in world -
in force since 2008

*  Broadest sectoral
coverage

* Large volume of
small or medium
sized participants

Source: ICAP 2019 Emissions Trading Worldwide
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What the international framework
NEW ZEALAND gives US...

The science and 1.5 degrees

-+

NDC system (highest possible ambition and progression)

Contributions to be contextualised in long-term low emission
development strategies



:(ngzw Domestically, it's about how...

How do we?..

* make our highest possible contribution to the global
mitigation effort?

* transition our own economy in a just and inclusive way?

* build durable systems that deliver in the short, medium,
and long term?
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What are we doing




:(Egmm Improving the NZ ETS...

* Review of scheme began late
2015

— Ensure effectiveness to 2020 and
beyond, particularly regarding the,

then anticipated, Paris Agreement * New Zealand Emissions Trading
Scheme Review 2015/16
* Policy decisions 2016-19 e —
* Parliamentary process to begin
this year

* |Implementation of reforms by 1
Jan 2021
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Improving the NZ ETS...
key decisions

* Align scheme’s cap with targets (NDC delivery and
domestic transition) and improve predictability —
including:

Rolling cap (annual extension of cap by one year)
Phase down free allocation to industry
Introduce auctioning

Move to a volume limited price ceiling (and requirement to back
units with emissions reductions from elsewhere)

Quantitative limit on the use of offshore mitigation

* Improve operational aspects (forestry, compliance, etc.)



Strengthening our broader policy
weenno grchitecture...the ZCB

* Zero Carbon Bill (currently before Parliament)

— New 2050 emissions reduction targets (including specific absolute
reduction targets for biogenic methane in 2030 and 2050)

— System of domestic emissions budgeting

— Independent Climate Change Commission to provide advice to
Government and monitor progress

* High public engagement
— more than 15,000 submissions
during policy formulation

— more than 10,000 submissions
during Select Committee (>10k
submisisons)




/@gf@ Strengthening our broader policy
waeano — grchitecture...economic transition

* Cross-agency transition work programme
— Increased capacity for policy modelling

— Increased coordination — including on price and non-price or
sector-specific measures

— Increased focus on impacts of decisions on households,
communities, industries and regions

* QGreater transparency and accountability of government
actions

— A whole of government climate change action plan, including:

* pricing, innovation, investment, laws and institutions, transition, land use,
transport, electricity, heat, industry, waste, built environment

* responsible Ministers, agencies, and timelines
— Cross-agency climate change board of public sector chief
executives



Strengthening our broader policy
weenno gFCchitecture...agricultural emissions

* Building the evidence base:

— Years of work on the measurement of
agricultural emissions

— Biological Emissions Reference Group (reported
December 2018)

— Inquiry by iCCC (reported April 2019)
*  Public consultation concluded August
2019, proposals were:

— To price livestock emissions at the farm level

from 2025
— To price fertiliser emissions at the processor
level from 2025 agricultural
. ] ] o emissions
— Options for the interim: processor level pricing; eSS

a formal sector-government agreement
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Where are we going




;E ~What does this mean for pricing?
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Rolling NZ ETS cap (annually
extended) contextualised by:

* NDC system & domestic emissions
budgeting

* Long term targets

* Advice of Commission

Greater coordination of price
and non-price (or sector
specific) measures

Robust, effective and predictable
NZ ETS deliberately aligned with

both our NDC and economic
transition objectives

A scheme that enables the
Potential inclusion of livestock option of access to offshore
and fertiliser emissions (and at mitigation (if this makes sense in the
what point of regulation) context of both our NDC and transition
goals)
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Any questions?




