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1. This paper seeks agreement to New Zealand’s Intended N2
Conttibution (INDC) under-the new global climate ghapge

Executive summaiy
2. This year countries are tabling contﬁbutix ;

change agreement for the post-2020 _ inchling the major
figi the fiew . ement and New
BANO ‘_ their clrient targets. All

ctonomies and emitters will be par
Zealand heeds to play its part,
3. Developed countries aré expectet @
ia'a
rriissions to 5% below 1990 levels by
0 target will need to improve oh this

developed countries other than Austt ]
under the new agreement, cover all geg
émissions reductions th s targets.

e
4. New Zealand currentl§ 28 a.target to '

2020 across the )
to show prog res%
5. erad i educed coverage of the agricultural sector.

0me PP rem a domestic perspestive as it takes account of
i eduicing emissions and offers cost savings.

Shialle

L 5.9

arfieliat” circumstances. But we also need to consider the possible costs to
: my which are likely to be higher than for other developed countries.
ropose an INDG with an emifssions redugtion target of 10% below 1990 levels by
030 across the whole economy. This shows. sufficient progression and
@ proptiately balances New Zealand's domestic and intéfnational interests.
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Background

1.

12
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The Govemnient consulted on the INDG in May and June this year and received a
strong level of Interest from the public, stakeholders and iwi. This paper presents
some of the views expressed during conistltation and how | have considered them
in reaching my recommendation. | have asked officials fo prépare a
,commumcaﬂens plan to announce the target domestically ‘and internatienally.

G_luckman has prowded a comment on fhe c:.urreni st
(Appendix 5). ;

contributions will run fo 2025 or 2030, The 3
Ministerial Conhference in Pdris in December;
Securing an effective global response
Celsius is in New Zealand's interests
commltments by both de\Jelopg_ed At

[QRlayits part .i' ot S
DOs to reement well ahead of the

dertakin '
it target of 5% low 1990 | evels by 2020 as well as a

duning its emissions domestically due to our
Nigsiong which have limited reduction opporturities, This
NINCFE diis froim stormg carbon in forests and internatiorial

£/ 50% % &rt‘ent global emlssmns Appes’idlx 2 prowdes a full lst Gf c;ountry
cont u’u 15 1o date.

iigteh the Cabinet Strategy Committée gave initial direction on the foren and
New Zealand's post-2020 contribution (8TR Min (15) 2/1 tefers) and:

18 @

i. noted fhe nesd to balance a nurmber of considerations, including
New Zealand’s [nfernational credibility, costs to the economy, the
impllsaii()rls for the agriculture settor, and the nature of signals that
would be sent {o different sectors of the economy;
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19. Public consultation on New Zealand's post-2020 target took place between 7 May
and 3 June. Significant interest was expressed in New Zealand's target, with high
attendance at most of the 15 public meetings and hui around the country. Over
16,000 formal subimissions were feceived, | have considered the results of
consultation alongside the other objectives for the INDC outlined in this paper.

Comment

Proposal

20. | propose New Zealand tables an INDG (see Appendix 1) Whi tas:
o Atargetto rediice New Zealand’s emissions across t ole Scohamy t
n 40% below-1990 emissions by 2030 %&
n  for edse of comparability with other ¢ nQ ifs woul é@pﬁ&ssed '
as -29% below 2005 by 2030
o Statements to the effect that:
= The target will cover all sectors cE SEs ar \met by domestic
emlssmns reductmns regegl itane isgions ang. removals by New
' ‘ Pearbon nits

sector.

21, In developing th@p
¢ the vie ei@i ic f._

red| ces “the usk of a ﬂscal cost of international purchasmg to offset
' Jilture’s emissions over the 2020s%. The leyel of cost—savmg depends upon the
'egree to which agrlculi‘ural gases are excluded®. | do not recommend this
approach.

@ Arguménts in support of this split target approgch dre that carbori dioxide emissions
should be the immediate focus and that the world needs to increase food

® Assummg this cost is not put orita the agr cultufe séotor of other Emittels Via ihe NZ ET S.
¥ A variety of téchriical potential options exist to reduc i the cost arisi g frorn agrlcu turaf emi smns

including excluding specific gases (e.g. methane) orw":h Sl ] BT
= However these approaches are not well-established under mtemanonal ru]es

NG O)




production. Agricultural greenhouse gases (nitrous oxide and methane) have a
stronger warming effect than carbon dioxide, but also have a shorter lifetime in the
atmosphete, The accounting fules we use take into accoun’t these differences to
factor in the relative ‘harmfulness’ of the different gases®, There are other potential
agcounting approaches which put less relative weight on methane but New Zealand

24, New Zealand could build a case for a target to ifrz{pm\re the em";

has not gained tractioh in prévious internatiorial negotiations on this issue. ;

V(] per umt

the mamnty of agncuftura! fsec;‘for submlfters exmes
approach and some other submitters noted the
reductions in carbon dioxide,

25,

‘0,(\

26. e e R N A R U

o s e = 7 e

27, Develpped countries pledge ey wo {ls ts lead the dlobal effort in

order to hr hg all emar 6. ecohomies nfoNan B eement that would apply to all.
fajor ¢ pine nomles « thad tc see developed country targets

e A, e i 7

28, A ‘ |ntamatlonal c:arbon markets wnEI rmt be

L3 ruf' target also helps maintain New z@aland s role as @ construive ‘solution
AN UNFCCG l}egotlah@hﬁ ThIS meE‘(I’]S we Can frame dlSDUSS]D”S Emd

tlonallymdetemmed under the hew agreement has been key to gettmg muntnes

<§ t© parhcipa‘ie and is the result-of a New Zealand prépdsal.

32.  Therewill be greater global focus on our polioy positions across the board, including
the INDC, durifig the patiod of our Security Council mémbegship. The new climate
change agreement is the most significant multilateral hegotiation now underway. If
we dor’t subrmit an INDC that represents progression we risk losing our stalus as a

4 For sxample, under international rules ane tonne of metharie emissions is ageolnted for a8 25 tonnes
‘narbon-dioxide equivalents’ and one ténng of Aifrous oxide as 298 tonrigs ‘carbon-didxide equivalents’,
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‘responsible global citizen'. [HfRTERE : =],
——————— &

33. Agricultural emissions reductions will be needed globally in the Tong-term. Recent
progress by New Zealand researchers on agricultural emissions technology is

. promising but ‘we cannot know if or when it will deliver. A targ excludmg
agriculture makes us less reliant -on this techno!ogy but puts motg
energy and transport sectors to deliver emissions reductions (alff
policy decisions cah be made Independently of the target).

Wlthout hawng conﬂdence m how technology Wl” prog &

34.

Comparisen with other countries’ targets
35. Targets announced by key developgd <&

ai‘e sk in able 1. These

targets represent progressiot 6n ourr sountries altholigh
they collectively fall short of what" n a pathway to the
global two degress goal.

36, New Zealand and Austrah are only developes” countries that have not

intention fo table its ‘contribution in ., 7/ \/:
7 tabled targét of economy-wide £ é(fb)(\f J

iarligs signalleg
5y 2030).

- Existing 2020

: Isi 200 I'evels : target
EU -40% G159 by 2030\~ -40% -35%  -20%0h 1990
us X % \t‘)""z‘j’i b on 2005 by s ngtf’ T 7% o6n 2005
Ausprghiad) - 5% on 2000
Congda’ > -30%0n20pERY2080 2% -30% ~17% on 2005

%ﬁa@ | ~20%.00 2013 by 2030 -48% - 25% -3,8% on 2005
B2 New g&fgd) taces challenges in reducing emissions, Our emissions have
i % {.more than those of most other developed countries since 1990 and e

K Significant, low-cost opportunities to reduce emissions,

38 <Pactering in these challenges. means New Zeajand could justify making relatively
@ 50 al!er emlsswns reduohons than other developed oountrles As a rough indlcatlon




EU targef. A target costing the same as that of the US would be
roughly +5% to ~10% on 1990 lgvels.®

39. International and damestic commentators will look at other factors alongside cost
when comparing targets, such as countries’ histotical emissions responsibility and
per capita emissions. Comparisons made on this basis suggest a range of more
ambitious targets for New Zealand (around 0% to. -26% on 1980).

Cosls

40, The estimated costs of deliveting different targets are shown_in
from ecanomic modelling invalving three leading New: g
Appendlx 3 prowde:s estimated :mpaots oh iausaness

snissions’. This

41, The n [ | : ‘
means that international carbon market 2 Xe be crjtisalte rol the costs of
meeting a target.

42. Costs are hard to estimate with a geatlUegrée of ger iritysand the costs presented
here are probably high-end estimiafss—Fhe cost < s provided by a second
economic mc;de] n__g group are ahoubhalf as o A\ This degree of uncertainty is

e>internationall y~acaep’{abie During
ghitedd the role of forests in reducing
{0 work domestically. | have instructed
yhd feasibility of different rules as the basls

(R VY fininteliol _
| as

® These figures ate a rolugh guide only They ex¢lude the impast of forestty on New Zealand's net
emissioris, trade effests of carbon pricing and any potential co-beniefits of reiucing gtiissions.
* This conhdclusion is also consistent with separate assesements of New Zealand's erissions reduction

opportumt[es carriat out by agencies,
® Appendiz 8 vovers the differences in model assumptions that may explain this difference in results.
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_ Table 2 Estimated cost of different.economy-wide targets.
Target reductionion  Targetireduction on: . Annual cost
1990 by 2030 2005hby2030 (redUCtlon in RGNDIQ in 2027)

Di {business as usual) o b g
-5% .  25% | T $3.5bn (L18%)
-10% -29% ‘ $3.7bn (L23%) (/>

-20% 37% $4.4bn (LSRN

45,

46,

a7,

] d%%?siaﬁéh@]dars |
\consulted on the INDC in May and June this year and there was

d sentiment expressed by the many who responded, | have
views expressed dufing consulfation i Feaching my
A brief stummary of submissions received is included in

of the main themes from the consultatioh were:
Climate change is seen as an important issue which the Government
should address urderitly to protect New Zealanders, future generations,
and our Pacific neighbours;

9 REND is 'Real Gross Nationgl Disposable Income ~ & méasure of flie size of the economy based on
GDP but which bettér atdouits for the cost of purghasing international units. Althotidh bercentage
figures are given to two decimal plaees they aré not necessarily accurate to this degres of preclsion in

absolute terms.
' Figure is interpolated between other model results.

-15% T 33% $3.9bn (132%}& S @ >

0% | -53% $5,0hn [£.66%)> N
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ii. There was a strong call for an ambitious target and leadership from the
Govefnment (the most common target suggested by stakeholders was
40% below 1890 levels or a target of zero carbon by 2050);

ii. Business and other stakeholdérs want grester involvement and
engagement on climate change;

sector, highlighted that a tardet needs to be iinderpin:
domestic plan;

v, There were frequent fequests for cross
independent commission on climate change;

vi. There was strong concern that the costs.
document were overly conseivative g
agting and the costs of inaction,

Vievrs of the Iwi Leaders Group and other iwi
53. Strong Interest was expressed by iwj = X Iwi Leaders Group
(fLG) asked for pohtzcal Ieadershlp N 1 [yl = proposes that any

54. They ealled for an ambltious” Jet\(atteast 2 % 1990 by 2030) that is in line
wﬁh EU USA and Chma lows/a smootl Mangition to a low emissions etotiomy

: particular impacts of climate change and
further with goverfiment on this, including

Maor houaﬁholds Af “ambltious targe g Was commonly
‘. ecﬁ yulnerable communiies and future generations.. They noted
neition the agricultural sector and the important centribution of

Strong  calls were received for an ambitious target from a large niumber of
submitters  during consuftation. The response from business and agriculture
stakeholders was more mixed. Some business stakeholders sUggested an

ambitious target others including Business New Zealand suggested a more

" Ghina has mdlcated its INDG will include a target of peaking its carbon dioxide emissions by 2080.

2 This is firsfly because of the substanfizl growth in New Zealand's emissions singé 41980, which
means the bulk of effort is fo bring emissiohs back to 1980 lgvels. 1n addition, within the mddelling
setup used, around half the cost is bome regardless of New Zealand's tatget Ievel This cost arises
from the projecied slowdown in economic growih dus to a glohal carbon price (see Appendix 3 for

more datalls).




cautious approach to ensure the target is realistic and achievable and manages
costs. ‘

69. Calls for a highly ambitious target need to be balanced against the real economic
costs which a target imposes across the population, regardless of their stance on
climate change and | belisve my recommended target achieves this.

0. VERE s s /(2 )|

6. SRV
2 ) ",
e
Domgstic drrangemments 0
62. The NZ ETS is New Zealand’s main domestic cliy iool to initiate
a review of the NZ ETS this year as a first st ork towa ¢ 1vermg the
target. This could include setting the directio 1 foi th o 2020 and

still Gonsidering

beyond S0 that it e\iolves to meet our pos =2(] ommitme l an

83. Work is contmumg on supp!y mar
function to auction New ZealandUnit _'
rigorous testing of the issues and
the miost appropriate interventian, i
Budget funding that has --‘%
coordinated with the TS Révi

hat the Government makes
Rimise the value of the $4.1m
Itis important that this work is

amination of New Zealand’s strategy to
.' s’trong suppoft for a plan or frameéwork
néition to a low carbon economy and many
uch work.

- 64. Det!_ve{ing_tha INDG

65. a’\En%%e of op’ﬂons for New Zealand s ’target Takmg d sphtutarget
it

A02)()

ic _ iri’terh',étQ‘f\I/é ;t‘ i ?_ g._,

‘- such a target and these risks came to pass then we could respond by
iting~our target forim and level. However it is Unhkely this would fuIJy reverse
e to our international reputation. The value 6f this reputation is a political

{idgement call.

@ y recommenided target represents progression but balances this agalnst the need
to manage costs on the New Zealand economy. | consider it sensible fo preserve

our intérnational réputation and negotiating Iffluence at this Grifical stage i
negotiations.
88. There are substantial uncertainties in the leve! of cost of any target and there are

several factors which could give cost-savings. Nonethelass a future government
may consider the costs of delivering the target too high and could choose to re\flsnt




it. [ [Any cost savings would
need fo be balanced against the resulting reputational damage at that time.

Next steps
69, 1 propose to announce and then formally table the INDC in July.

$9())

70.  We may be in a position 16 update the INDC before Paris with mese detail on ou&

proposed forestry rules. This will help reserve our right to amen
tatifying if our tule assumptions prove incotrest. ,
71. | plan fo come back to Cabinet in the coming months on ike-Objg

T2.

78. There &re no immediate financial g % s from 4r~ PIOE sals in this papet.
Generally accepted accounting practies.sefs seveya te for When an obligatien
must be recognised in the Crown agotnis, In general, g Gm!SSIONS terget would

expend resources to mest thetargel g u' GQnSlder that takmg a Target
unter a new internatiopal-agreem & '

on the content of the Agreement, such as

N the Crown accounts it the legls!atron a]so ereateci

thé Crown fo meet i&. Advice on any finarcial
sign and ratify the new Agreement, or to puit the targest in
4 at the fime those decisions are considered.

dries (MPI), the Minisiry of Transpart (MoT), and the 'Mzriis_tfy' of Business,
I" Y and Employment (MBIE).
76/ FrilNgepattmental comients are provided in Appendix 8: Summaries of ‘agency

osmons are provided below.
MF’J supports the proposition. It also considers it unlikely that progress in
@ agricultural mitlgatmn ‘technology Wili be sufficient to reduce target Gosis fe
78. Treasury dees no’t support the proposition. Treasury stiggests further wark is
needed to test the key -assumptions about impacts 6n New Zealand's negotiating
influgrice and broader international interests, In particular, there would be value in

testing the extént to which New Zealand would lose negotiating influence if we
10

2t w:]J aiso depend on the enforceability of
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pursued a different option. Furthermore, many countries in the negotiations have a
strong interest in markets and forestry rules so these are likely to form part of the
Agreement The likelihood and cost of any damage to broader foreign policy
interests is also unclear. ‘Treasury recommends additional analysis of potential
options that could lower the overall costs, Treasury considers that a split target
option may be in New Zealand’s best interests. This approach can credibly be
argueci to demonstrate progress;on from our current target slnce carbo' dio;

access not be secured

uld s refy ifipact -

a progress;on beyond our current 5% undertaking

e ——

J

the INDC IS

"provrsuonal" in relatron fo land ector ar W
the Paris agreement v,\v,ﬁﬂ,]jﬂg

ehould be avoided if at all

New Zealanc %, h
and ‘; een informed of the paper.
%the proposals in this paper and the Human

82. Wer for Climate Change lssue_’s recommends that the Committee:
€ that Pafties-jo” the United Nations Framework Conventlon on Climate

agr %n@ n1pnelng greenhouse gas emlssuon reduction targets and
in: ctlons for the post-2020 petiod

nside
posslble
80. The Department of Pri

Hu‘m-an rights

81. There are n co ncies
Rights

Recomimendatio s

o announce and table the attached draft Intended Nationally Determiried
' u’non (INDC), lncludlng a target to reduce New Zealand's emissions to

% below 1990 emissions by 2030, expressed as 29% befow 2005 levels
note that the recommended target appropriately manages New Zealand's
domestic and international interests
4. note that in reaching this recommendation the Minister for Climate Change

lssues has considered the views expressed in public consultation

5. nate that the Minister for Climate Change Issues plans to announce the target in
July

6. note New Zealand will formally table the INDC with the UNFCCGC shortly after
the announcement

11

79, MFAT strongly supports ‘the proposition, MFAT consideps/it \critical have
influence at this juncture of the negotiations, Tabling a targétthat did’ ot repires
. ¢902)()
= S Ci(l)[j)(u

y 5 2/84)
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7. note that officials will prepare the final version of the INDC based on the
altached draft, revised as necessary to reflect Cabinet's decisions and ariy
minor editorial changes :

8, authorise the Minister for Glimate Change Issues to approve the final version of
the INDG for tabling with the UNFCCC

the UNFCCC on New Zealand's proposeéd approach to f
use aceounting

INDC
11.note that & consistent theme emerging frop
planhed -approach to domestic. emissiops, )
structure and certainty
12.invite the Minister for Climate Ch;

20ds to continue & dialogue

13. note that the Minister for Glim ) 7
dofnestic climate change policy

with stakeholders on opti OF 2
whigh could provide more stiuct J

ghltation, a summary of the public
yactively released

14.note that the submissipns from puk >
meetings, and thigxcabinet paper withk
% @Q
<
Hon Tim 0
Miﬂist&@ Iy ate Gha% ag

I

%,

12




Note for public release

Appendices ‘1 and 4 are not included in the version of the paper for public release. Appendix
1 is a draft of New Zealand’s Intended Nationally Determined Contiibution, Appendix 4 is a
draft of the summary of submissions received during consultation. Both of these are

superseded by firial versions which have been published separately.




Appendix 2 — Comparability analysis

1. Table 1 shows the targets included in INDCs anhounced so far and an assessiment
of their progression on current undertakings.

Tahle 1 Targets ahnounced so far urider the new agreement

: Progression.onicurrent target?
Emissions
coverage

Target level
{versus same basi

i - - |  yean
European 40% below 1990 "
Unior levels by 2030 190% Greater rey@\\% Sam%b
Uriited States ~ 20:28% below 2005 100% Greafer reductid me Vo

levels by 2025

Jﬂ\u_uat.'ra_li-a1 N ”\@ f\v

Switzerland 50% below 1990 100% \B\ré\/(e? reduci(e\w Same

levels by 2030
- 40% below 1980 §\ ;} @é‘éﬂ
Norweay Jevels by 2080 1%\) reater r m@ Sanis
N ' 30% below 2005 (\ Different forestry
Ganada lovels by 2030 > orgutéy et reatrent

) 26% below 2013 —
Japan lovels by 2080, @)O% %\e}iucimm Uriclear
T
-Lleclitenstein. 412_1 feze}:; 2’99&\ 100‘3@\@@* reductions | Same
: - :
Russid 25 30;’:;? W /@\ Greateér reductions Sgﬁ:;&%g f
i siopé peak e Intehsity to
China /;@" \1\@3(5 z oS g apsolyte

Morocao (\Cii/d 30 wBAU Mﬂg 7% nla First GHG target
o e ———
Ando %\ EOS&\ 98.5% - nfa First GHGtargét

o
Sabon W 50% below BAUR ~99% nla Fitst GHG target

Cf

{2025

BAU N re . " Conditional to
M %2\2 100% n/a unconditional
iy he\EHyT ment madélling by Lanidéare Research; Climate Action fratker, 2015; World Résoufces
FAamework Cornvefition of: Glimate Change, 2015

Ry pared. Thafe aré dfffé-rent ways to compare targets which take amcﬁuht
Tese couifitry differences. Folr msthods hiave been used in the analysis shown
wFigure 1:

i.  ‘Bdual cost'
@ i. Egqual per capita emissions by 2050

fi. ‘Historical responsibility’ (equal effort based o 19902012 emissions)

iv.  Equal reduction from ‘business as usual’

! Austrafia has “not yet ahnounced its target. WithReld™ T R P g - S‘( [ b){,}




3. These methods cover the key concepts generally used for commiparability analysis in
international literature and are some of those likely to be applied by other countries
assessing New Zealand's target.

Figure 1 Other countries’ targets and New Zealand targets which are ‘equivalent! according to differetit rhethods.

_
o] f*

| | | 1 H | z

1 i 3 ( i i i /) 1~ Rediction
0%  420%  +10% 0% -10% =20% -30% ~40% an 1990

f - JI i \%} e I\/ | Reduetion
430% 0%  410% 0@ -40% -on 1990

4,  The equal cost ietho hat w rgets around +20% above
to -10% below 1990 @ be e tvja\j hose of key developed countries.

range of more ambitious targets on

The other three f; @asure
or below 1990 iezp

; or a giventarget-are generally highetr as a proportion of GDP
= oped ETWS is primarily because New Zealand's
inc:—-re_ajsed meare most since 1990, and remain on an upward
to our pepulation growth being at the high-end of OECD
g verageé costof emissions reductions is higher for

5. New Zealan \




Appendix 3 - Economic modelling

How costs are estimated
1. Costs are estimated by Computable General Equilibrium models which simulate the
effect of a global carben price rising fo $50 in 2030 on ecenomic growth #nd

emissions, The balance of emissions reductions required for a target is supplied by
international purchasing. The models gapire both the direct cost
economic effedts of domestic reductions and international purghas

Ad the flow-on

A
@

(Laridcare)

(2020 average)

Proj ess.as)y i §2090n

%5 $3.5bn (1.18%) | $1.7bn (0.56%)

2 2% $3.7bn (123%) | $1.8bn (0.59%
Boonomy WHe\AD) o QN - | sasbn (192%) | .

A ~200% AT% $4.1bn (1.37%) | $1.9bn (0.63%)
S {V AR -53% $5.00n (186%) | $2.20n(0.74%) _
Targetfor| <~ 109 $2.3bn' (0.78%) | $1.2bn' (0.40%) |
.‘" ,g .- | e — ;

s9\sgenitrios have been interpolated from other model runs. .
iets\igher baseline econorifc growth than Model 1, The results presented have been




Figure 2 The efféct of meeting a target on economic growth and how target costs are calculated (stylized representation)

S350

? 5 =t
@ $300 : e SR
o B S
= T et ':
g 250 ————= —
= et B X
.g $200 . — < .
B %150 | s : '
= == Baseline — No action in NZ or globally ' \
U
'; 100 4 =Nz -10% econpmy-wide target 1.2% (modelq) to
] : 0.6% (madal 2w d@on
z § stower growth over 20205
‘g 550 7 [ 3 value of slower growth (@
3

50 ] i

2015 2020 x 2030

Different factors affecting costs
3. Figure 3 shows that costs are hi
are highly unceitain (6.9. accéss |
forestry rules).

Figure 3 The impact of different fa%n

— £9(2)()
[Withheld]

é Blue shading indicates
; these areorder of
E _. magnitude estimates only
<10% target  -5% tatget, -10%3iarget -1Q%target Lowglobal Highglobal Favoursble '_l!:nfaygbu,rﬁble
: with ¢drbon exleuding  exlouding  carbon price <arbon price forestry rules fotestry tules
markets agricultire, agriculidre, {$8In2030)  13135in
(Model 1) withcarbon NOcarbon  (Model 2) 2030) |
|

rrarkets ‘markets




4. A split targst which excludes agriculture would be cheaper than an economy-wide
target by around 32%-36% (at a $50 carbon price), assuming acgess fo carbon
markets is.achieved, This is because it reduges the need to offset a proportion of
entissions with international purchasing® There would be additional costs not
included here reia.ﬁﬁg to any separate agricultural target (e.g. a commitment fo

improve the amount of food produced per-unif of emissions). &

6-.

ionin-average annual
nqumptlon in 2027

Note for piiblic relense
A eotrgotion lias been made to
these figures meaning they
o : v differ fiom those shown in the
( /) \>'10% T \> -5 132{] , paper [odged with Cabinet
q -15% - -51392 i Office. Ministers were
208 S$1465° provided with these corrected
42 : ZM S : — figures priof to Cabinet’s
& \”{‘@?ﬁ : 51771 ] decisions on the INDC

fote thét the e"}igied reduction in costs (36%) s smallet than the agdriculture’s pmportlon of
/ is is: because, within the modelling framework used, some economic costs are
sHefrie regardless of New Zealard's target {avel. These osts resylt from the slowmg of
rowth when a price.is put on carbon (globally and in New Zealand) This effect constitutes
. percentage points (i.e. around half) of the costs prasented in this paper for a $50 carboh
& This is similarto international medelling resuits of 0.5-1% redyétion in global sonsumption versus
AU presented by the IPCG for .a similar price path (IPCC W, Techriisal rapolt, FJgure T8.12,
wjuartile rafige for 530-580ppi CO,eq scenario),

Garboﬂ markets have a similar economic impact in Model 2 {without markets a $180.domestic carbon
price is required to maet & targst 6f +10% above 1990 econumy-wide, and exports desline by 2%).
* Assumed ETS selfings are that emitters mustsubmit units to the Crown to dover all thelr emissions. If
the Crown recelves units in exoess of those required for the international targst fhen It is assumed this
is recycled toreduce inoome tax so that there is no net efféct ori the Crown’s fiseal position.
® The <5% figure is provided fo greater pretision fo shiow the difference to the -10% flgure though the
figures are not necessarily accurate 1o this degres in absolute terms.

9 Note that this figurs differs from that used in the diseussion dosument ($1400) as a higher precision
‘model run is now available.




Impacts on husiness sectors

7.  The most heavily-impact business sectors are those with high emissions. Table 4
shows the reduction ih output for some of these sectors. This is likely to translate as
slower growth rather than a reduction in absolute terms. Distribution of impacts will
depend strangly on the ETS settings adopted. The figures presented assume
emitters (except agriculture) face a $50 carbon price on their entire emissions base.

Table 4 Impacts on business sectors
L} = )

~ Coal mining
~ Oil and gas extraction
Other miningand quarrying
Petroleum refiring
Industrial chemicals
Electricity genieration
Eleetricity transmission |
~ Sewerage and waste
- Airtransport

@

Components excluded from costs
8. The cost estimates exclL th s ofsiigGedsiul climate ghange mitigation

ate$ also & potential co-benefits or adverse side-effects of
has |mpac son air quahty and energy Secur[ty These effects are

Ha the two models give different resuilts?

Viodel 2 estimates costs 4t about half the level for Madel 1. The results presented in
the body of the paper-are from Model 1 which is a prudent approach. Analysis
suggests that four key differences may contribute to Model 2 giving lower costs:

" Note that such a high 1nternational carbon price could intheory arise for other feasons thar concerted
global action, 5o It is not prudent to include these avoided climate damageé costs ih éstimates.

5 A $50 global garbon price in 2030 corresponds with a likely «charice of limiting warming to three
doagrees Celslys,




. Model 2 assumes investors have ‘perfect foresight’ about the rising carbon
price and can plan their investments accordingly;

i. Model 2 has a greater amount of ‘cheap’ emissions reductions available
from switching from fossil to renewably-generated electricity (explaining
approximately one-third of the model difference};

iii.  Model 1 predicets a significant drop in capital investment due

dugAD the c:arbon &
iv. Model2 permnts a greater deterioration in New Ze

balance over the commitment period due to the pﬁ as ¥
overseas carbon credits.

sigrifficantly in their underlying structure and a
cost estimates are reasonably accurate.

‘a $50 carbon price ('M.pdél 1. This is similar to
1% reduction in global consumption versus

—b A0%
= *}30?" u.&]
L 20 4 m“
- 209 k»:
.
Tertnyegy - B ‘l.cf]
| 51 <1, @
" BAU erfiissions Pyt = 0% @
: B
- Exnlsslons reductions (5% target) : 5
Addittarial retlnctions for -10% Target N
<> -5% 6 1990 by 2030 (s
> -i0% on 1950 by 2030
_ saeennn Bpnissions butlgats
10 - [starting at cur¢gnt target per UNFCCCriethotolozy) ]
= i T B 5 T

18590 1995 2000 2005 2010 2015 2020 2025 2030

¢ {PCC W, Technical report, Figure T8.12, Interquartile range for 530580 ppm COzeq scenario.
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Appendix § — Comment from the Prime Minister’s Chief Science Adviser,
Professor Sir Peteir Gluckman, on the current state of scientific knowledge on
climate change

‘I released my report ‘New Zealand'’s ¢hanging climate and oceans: The impact of hurhan
activity and implicatiors for the futiire, an assessment of the current state of scientific

knowledge’ in July 2013, My report provided New Zealand with an update grt 3] &

Zealand over coming years and decades. My repott stated:
"An inhérent feature of cliniate chande Science is its complexity a

many unkniowns. Gonsiderable research info the effects of greehh
undertaken globally and, despite inevitable unceriainty, the

challeniges ahead. It would be highly imprudent to ignopé -
because they must be expressed in terms of probabililies 4

el management to
mmulating evidence

appropriately. Just because there is an it ¢ does riot obviate the
probability of impactful dlifnate changéa in addressing it

My report is consistent with thef
2014, IPCC found that thereJs




Appendix 6 — Full departmental comments

Ministry for Primary Industries
1. MPI's view is that tabling an INDC g

is an appropriate way y(?) [2) Q)

forward at this point, MPI notes, however, that it is unlikely that agriciiltural
teohnologies Wl" be sufﬂcnently ad\fanced 1:9 reduce the GDSt of the t"t on the New &

commitment per fod.
2. [NiEREE

Treasury

8. The papers key argums
target, or ené that doés

oged target is that a less stringerit
s emissions, would have greater

rﬂposed

@’ snf stiggests this Is not a given, or that the impact inay be temporary.
Pg*e){amp]ei New Zealand declined t6 take is pre-2020 targel under the Kyoto
otocol in 2012, This had some impact at the fime, bul has nof prevented us |
@ from pursulng our key negotiating priorities for the post-2020 Agreement since

then.

7 Losmg negof[atmg mﬁuema jeopardtses New Zealand’s chances of JFREG] 5 ?{ Z] 0)
=5 7 |, which would Increase the costs of ‘

hetrgt

Many couniries in the negotiationis have a strong interest in matkets and forestry.
niles, so these are likoly to form part of the Agreement regatdless of fhe farget




| Figw Zoalaid fakos. T A—————— | <7 (2)(/)

: 3, Aless stringent target could damage New Zealand’s wrderforelgn pohcy
interests.

Itis uncledrhow likely this is, what the impact would be, or whether the
are greater than the costs of méeting the proposed iarget.

e unc-eri
@nalys i, Yof

5. Treasury recommends that Ministers seek further advic
surrounding these assumptions, and in light of this gg
potential options that could lower the overall costs.

6. Based on the balance of fisks given the curr B NTreasury
considefs that-a split targef may be in New Ze split target
would still cover all of New Zealand's e ,' agricultural
séctor) but prioritise carbon dioxide redugt] k,ey arguments
in favour of a split target are;

a. Bitice carboh dioxide i5 the maigdriver fClimate-ch ore stﬁh‘gen’c targets
for carbon dioxide can credikify b ied to dernais progressmn from our

current target

- s7020y)
6, v
| i $72)()
7.;-7{ 0 lmpro
ffairs anc&gﬂ
iticalwe have influence at this juncture of the negotiations to
60 securing unfettered access to carbon miarkets and land
es that are sufficiently flexible ‘to accommoda’ce our
B ¢ 902)( )

]

Tabhng a target ihat dld not represent a progression beyond our current -5%
‘undertaking would severely impact our influehce in these negotlatlons This was
clearly demonstrated when New Zealand declined to take its preé-2020 target under
the Kyoto Protocol in 2012, in response to which @ decision was taken fo exclude us

from the Kyoto carbon market.

10. {ythEE
[

5.902)()




59 2)5)(

Wi ainizli]
That we demonstrate full commitment to the success of this: negotiation is

unquestionably central to countries that are important to us. By confrast, the costs of

meeting the tafget are highly uncertain at this stage. The limitations of the modelled

fmpacts on the New Zealand economy are well established.  |HRHEE .
s902)(})

11. To this end, in framing New Zealand's INDC, it is impartarit to provi
. that New Zealand intends to take and meet a target that dethonstre
beyond our ctrrent undertaking. It is important the IND‘ < “pravisi
to land sector and market rules, until New Zealand ratifigs
Securing an ability to make techmcal adjustments to the .NDC Speng ﬁ’
rules assumptions in sufficient detail to be able t@- ey, demonistrs
assumptions are invalid - should this be necessgr
this disclosure with the initial tabling of th '
subsequenti,yt ahead of the lNDCsfbemg

Ieed to do so
P (after which

B $7(2) ()

| SCGI0)




