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Brief: B11-542 | M{E — 12-B-00448

Extecutive Summary

1.  The New Zealand Emissions Trading Scheme (ETS) was reviewed in 2011. In
response to the review, international developments and further analysis, the
government has decided to amend the ETS in 2012. This briefing proposes a
number of less significant changes to the ETS forestry and agricultural settings.
A draft cabinet paper including these matters is being prepared and will be sent
to Minister Groser shortly for Cabinet to consider 28 May 2012.

Forestry < é; ? ¢ ib
2. Forestry was the first sector to join the ETS and a numb toi r@
the practical application of the Act have become evid uggest
changes are consistent with the original policy intent.”t’ will be.a sm
reduction in revenue, if tree weed exemptions f -1990 fore s afe
extended. The proposed changes will not m ctin g

accounting under articles 3.3 or 3.4 of the ocol. onitoring,

compliance and enforcement provisions1en touc proposals
outlined in this briefing. ,@
3. Key proposals to amend forest %l the g
u eT enua Maori Act 1993, the

o allowing trustees appoint

Maori Trustee, and other s stees or less than 50 hectare
exemptions

o ensuring existin nahy graetices can be undertaken along
forest land bo nd are’riotcolirited as being deforested

1990 tree weed exemptions to the

e extending u‘é?@*oun :
2015/16 fin year
o alignin men 90 and post-1989 tree weeds under the Act

e allgwing forest ent practices, including natural regeneration
" a g for erosi ntrol, to be implemented without penalty
he est land cannot be replanted due to natural disturbance that
- .

o W r

%ﬁipam g Mce a deforestation liability

NG |

@&Agri I@yes not face surrender obligations until 2015 at the earliest,
% .-t

icipants must now report their emissions. The Agricuitural ETS
ry’Committee was appointed by Ministers to provide advice on the
entation of the agricuiture into the ETS. The proposals in this briefing are
onsistent with Agricultural ETS Advisory Committee’s recommendations to the
@ overnment. There is a small fiscal saving from excluding egg producers from
the ETS of $8,000 from 2012-2020 due to administrative savings.

5. Key proposals to amend agriculture settings in the ETS are:

o removing egg producefs from having to participate in the ETS
o refining the definition of meat processors to better target ETS participants
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Situation Analysis

6. The government is considering changes to the Emissions Trading Scheme
(ETS) in response to the 2011 ETS Review and international developments, as
well as improve the working of the ETS. This briefing sets out same forestry and
agriculture proposals to amend the Climate Change Response Act 2002 for
Cabinet to consider in May 2012. Minister Groser will shortly receive a draft
cabinet paper addressing these and other matters relating to the ETS.

7. An outstanding question remains whether an enabling pro ':@grﬁcul" &
removal activities (such as using nitrification inhibitors)

0 pecifi c@
provided for in the Act now, or in the future. Officials wi Vi advi%

in a separate briefing shortly. This timing will still al endment Act

this year, if Ministers decide to proceed.
~ Advice p@
<

ETS Forestry settings @V $®

8. Forestry was the first sectorto e S, with fu ligations and
entitlements applying from 1 J 08. The 0 forestry estate is .
approximately 1.3 million hesta compaisoR sthe post-1989 estate is

approximately 600,000 hectares-
sting forestry policy and stem

onsiste

N the pr plication of the ETS. The changes will
ice fo govemnment and the forestry sector by
nceﬂ% nsuring industry best practice can be

improve regul

reducing co

impleme t pen§§ ere are no fiscal costs associated with the
¢

9. The proposed chan
from experience

proposal ropo affect New Zealand’s National Greenhouse
Ga n accou der the Kyoto Protocol. -

of professional trustees are greater than 50 hectares then

h Wrustee Ws than 50 hectare exemptions for pre-1990 forests
@ne tot %
he ir

T
e ot apply for a less than 50 hectares exemption for pre-1990
fop nds. This means that the unrelated holdings of sole professionai
ay make a single block ineligible for the exemption. Examples are
ri Trustee and companies such as Guardian Trustees Ltd, Public Trust
and Trustees Executors Ltd.

Maori Act 1993 may also prevent a forestry block being eligible for a 50 hectare
exemption. Essentially, a group of beneficiaries is ineligible because of the
unrelated holdings of a professional trustee or a trustee appointed under the Te
Ture Whenua Maori Act 1993.

@. Similarly, the total holdings of lay trustees appointed under Te Ture Whenua

12. The ETS Review Panel also noted that the Te Ture Whenua Méaori Act 1993
places particular constraints Maori land owners and recommended the
Government address the application requirements so that the M&ori Trustee -
could apply for exemptions.
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13. Officials recommend that the Act be amended so that the Maori Trustee and
other sole professional trustees' landholdings do not prejudice unrelated trusts.

| [ Wik srdel Sece~ SAEEXN) j

Other issues particular to Maori

14. A number of issues particular to Maori have become evident in the
implementation of the ETS related to the Forestry Allocation he 50
hectare exemption and practical difficulties in managing mu(t ed M
land. The ETS Review Panel also raised a number of o and iss

15. The Ministry for Primary Industries is still receiving late [iKations for
allocation and exemptions, and will do so to ne end-of 2012. There'are a
considerable number of applications yetto b d. The ing area
and extent of the issue will only be known of 20 W
appropriation is required, as the existing.ap tion vers
allocations and exemptions for all the @t 1.3 prjli ares of pre-1990
forest land. : & _

16. The Ministry for Primary Indust sdlso been g with the Maori .
Trustee and Te Puni Kokiri t@e these.s d has provided

information to the Maori Land . Reli e available via a number of
avenues and no furth dments mended at this point. Further
pheatiofs

or allocations and exemptions

17. Officials.re ndt @e amended sb that the Maori Trustee and
nrgfessiona s’ landholdings do not prejudice unrelated trusts.
De mij eforst%nd boundary management

8 \The' ETS o hectares of deforestation over five years without penalty
g3r pre O forest land owners. The threshold is to avoid capturing small-scale
\ def%ti , imposing unreascnable compliance costs and to avoid incurting
n

le administrative costs. For post-1989, there is no threshold and no

is permitted. Internal gaps less than one hectare or an average width

% s than 15 metres are permitted, however, gaps along boundaries are not.
0

U

st commercial forest land owners are likely to breach the threshold through
routine forest management activities when replanting along outer boundaries.
Routine forest management activities include access roading, set backs and
meeting safety standards. These affected areas no longer meet the definition of
‘forest land’ under the Act, even though there is no change in [and use. These
areas then contribute cumulatively to the participant's two hectare deforestation
threshold. ' '
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20. The ETS accounting treatment of these areas is different to the international
accounting used in the LUCAS' system. Internationally, deforestation is
considered to have occurred when there is a change in land use. Any small
changes in an individual forest would be difficult to identify when compared
against the whole of New Zealand’s forested lands. Currently, New Zealand
faces no penalty but individual foresters in New Zealand do under the current
ETS settings.

21. Two elements contribute to this problemL nAa-ed
Seche Sa@hn .
T © }if forest Jan exactl

replanted then any reduction in area, no matter how ust be fr
deforestation. Existing guidelines and mapping sta s cahnot be r as

they must also meet the Act’s requirementsi._. £z ~A2\&
Ceche— SN O
_ “Currently, a mapping unit (pix ates to
m?, whereas replanted rows are spaced 3 s apart

e/
of 22 x 22
. 22. Forest owners want certainty and t @(y for Priptaryndustries cannot
provide them with the assuranc di_ A u~Ger

i
Secho—~ SAEAE T e%t e forest, the larger the
potential problem for the padticipantThe s¢ e affected lands is difficult
to assess, as each case is lik be uni will not become evident until
replanting occurs. @

23. The most import ctefAimiting : ted areas is the commercial incentive
for landowne isethe p &- ive forest area. Various forestry
operators ha% y con o Ministry for Primary Industries outlining
the prob!
an o

ekin ces. Without clarity, officials believe this will be
ern f tors. These issues have been raised previously, -
in subn%% to the 2011 ETS Review Panel.

24, epsufe that mndary issue is addressed, officials recommend that the

e original boundary and the new planting are not treated

i nces e
@defor tatish~The current threshold would remain unchanged at 2 hectares.
he ary would be compared to a baseline and subject to a number

: i% > of check nsure deforestation has not occurred. Specifically, the replanted
i54 would be compared to.those that existed on 31 December 2007 for

% 0 forest land, or those registered for post-1989 forest land, and:

each ‘cleared area is less than 1 hectare, or less than 30m wide; and

a
@% o the reduction is part of normal forest management; and

e ‘tHe cleared area is not used for any other land use

25. There is no change in the government’s fiscal position as a result of this
proposal, as no surrender obligation is triggered ‘and revenue is not expected
from business as usual planting. Similarly, revenue from any enforcement
action is not accounted for. Should New Zealand decide to join a second

1| and Use and Carbon Anzlysis System maps the data and Information required for [nternational greenhcuse gas reporting and
s run by the Ministry for the Environinent, :
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commitment period, there would be no additional costs, as these areas are not
considered to be deforested in the cases outlined above.

Recommendation — boundary management

26. Officials recommend that the Act be changed to allow existing forest
" management practices to occur along boundaries, without these areas being
treated as deforested. There would be no fiscal cost, either in foregone revenue
or deforestation being accounted for internationally. Importantly, the overall
deforestation signals remain in place in the ETS. @ @

Tree Weeds ' @

27. Tree weeds, such as wilding conifers, can adversely affect’pastorahfarming,

. biodiversity, conservation, landscape values aent W 5.
Central and local government spend approxifnaely b6 million-annustly :
controlling wilding pine species. Tree weed@ can ¢ eontinual ‘seed
rain” in the environment, if left untreat x

28. In November 2001, the Marrakes as adopte ensure that the Kyoto
Protocol’s environmental integri todiversity, was not
undermined?®. The treatment @e eds is consistent with this

approach. Tree weed species and designated by
regulation for pre-1 990@, althoug ﬁ-,. post-1989 forests. The

Environmental Protegii ncy (ERA) Gan-set criteria and ptiorities for

assessing the risk ewéed sp, ' nder the Act. 3
29. In the case of @ﬁ s, th he Climate Change Response Act 2002
and the Bi Ut 5 ot well aligned to reduce tree weed risks. The
Biosec 't%erim Advisery Committee and the New Zealand Wilding
i ‘ ave identified tree weeds as a significant risk. An

commissioned and the Minister for Primary
riefing shortly outlining the issues and opportunities to
roposals to amend the ETS in this briefing are

93.

discourage the removal of tree weeds, as a participant could face
restation or harvesting liability. The ETS can also encourage tree weeds,
Us can be received for post-1989 forests. This section considers the

xisting pre-1990 tree weed ETS provisions, and then post-1989 tree weeds.

1 90 tree weed exemptions

. The Act allows for exemptions for clearing tree weeds on pre-1990 forest land
so that tree weed clearance is not discouraged by owners facing a deforestation
liability. An appropriation of 1 million New Zealand Units (NZUs) was set aside
to cover deforestation emissions in the first commitment period. To date, two

2 Refer United Natlons Conventlon on Climate Change — Marrakesh Accord & COP7 website accessed 17 April 2012
hitp:/funfece.nt/methods_and_selence/lulucfitems/3063.php)
The group includes stakeholders from the Farestry Industry, Federated Farmers, Department of Conservation, Regional and
District Councils, Land Information New Zealand, research providers, New Zealand Defence Force, community groups and land
awners.
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rounds of tree weed exemptions have been run and exemptions have been
granted for 783 heclares (approximately 480,000 NZUs, which equates to about
$5.1m @ a carbon price of $10.41). The Ministry for Primary Industries intends
to run a third application round during 2012.

.32 Tree weeds will continue to be a management issue info the future. Uptake is
dependant on the ability of land owners and councils to resource weed control
and clearance will continue in the second commitment period and beyond. The
ETS Review Panel considered the issue and recommended thaftree weed
exemptions be available after the first commitment period. @ @&

as ‘negal
y, rather
d against an

1. Exteridi ee weed

pF t will
enues.

33, in the government's accounts, free weed exemptions
revenue’ under a more general deforestation reven
an expense. That is, tree weed exemptions will be
revenue received from ETS participants that de

exemption will not require any changes o t 15t
have financial implications as it will negati Z
34. Officials from the Ministry for Primar ie8 rec %? at an annual
allocation of 200,000 NZUs per y ade avai rtree weed
exemptions fo'2015/16 (approx| “m @ price of $10.41). The
0@ S

proposed amount has-been adj OWNW. mall extent, based on
the slower uptake to date. Th al am & dependant on applications

that may not reach th osed ann ' Extending the tree weed
exemption will redu sta‘tion r ut this is considered immaterial
T 5 < Ve

compared with ot

venu er streams.
Post-1989 tree we% % .
35. Before a fore registered in the ETS, a declaration of
complianc quire s and strategies prepared since 2008 under the
Bios@ ct 1993 a

Resource Management Act 1991 (RMA).
and strategies prepared prior to the ETS may not consistently

owe lans
o) uatel Jresstree weeds. In this case, post-1989 tree weeds may be
istered in
. atmen% 90 tree weeds under the ETS.
’o . j

Cuie seftings make it difficult to change pest strategies as councils are

consider the costs (removal costs and deforestation liabilities) and
ite (credit revenue) of plan changes to landowners. While landowriers
d use NZUs to control the tree spread o replace the forest with a less
invasive species, there is no mechanism to require NZUs to be used in this way.

@. The potential extent of the problem is unclear, as it depends on how an area is
classified as being affected by tree weeds, rather than whether an area meets
the definition of forest land under the Act. For weed control purposes, an area
may be identified as being affected by a tree weed, even though the densities
are low (from 1 to 250 plants per hectare) and the plants themselves small, for
instance, seedlings. These areas would need to reach the 30% tree crown
cover per hectare to be brought into the ETS.

38. Approximately 380 hectares of Pinus contorta (a common free weed) have been
registered so-far in the ETS. This figure does not include any applications that
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are in the process of being assessed However, it is clear that significant areas
are at risk of future infestation® and will, if untreated, be eligible to join the ETS.

39. Providing financial incentive for landowners to retain or allow tree weeds to
spread is inconsistent with the approach taken for pre-1990 tree weeds and the
Marrakesh Accord. Given this, and the potential for increasing tree weed control
costs, officials recommend that the Act be amended to be consistent with the

. approach taken for pre-1990 tree weeds.
40. To more effectively manage tree weeds for post—1989 forests TS, &
officials suggest that: @

e the pre-1990 forest land definition of a ‘tree Wee
1989 forest lands

o if an area of post-1989 forest land compris mmantl iurally
regenerated tree weed species, or is llke t fise tly of tree
weed species, then the area may not b edint om 2013,

unless the EPA is satisfied that the i ead i

41. There is no intention to remove ex lClpa ave post-1989 tree
weeds from the ETS. The partici p089 fJ estry in the ETS is
voluntary and no additional nticipa Erisuring that the incentives
are set to control tree weeds i rather%%?ﬁer will reduce the
government's future fr d costs aving to account for carbon

¢al in objecting to a potential loss of

stocks in tree wee
42. Some affect
revenue agal g wee :

is retainin (reg 9

costs on the basis that the government

may-p
20/ CO
irdless of any international agreement) and other
funding.so re negligibte Farther, some landowners may also argue that

the thasa S|b1hty to assist landowners{___iLaind-aick
ggd-\br-\ Saca\)) . i

Ree@thon ~<{re

10|als %@ that funding of pre-1990 tree weed exemptions be
contin e end of the 2015/2016 financial year. Additionally, post-1989

for hat are predominantly naturally regenerated tree weeds should no

ellglble to participate in the ETS, unless the EPA is satisfied that the
of spread is low. Officials do not recommend that areas of post-1989 tree
@ s already registered be withdrawn from the ETS. .

ural regeneration of indigenous species

44. After harvest, forest land must have 500 stems per hectare at four years to be
considered forested, otherwise the land is treated as deforested and
participants must surrender NZUs to replace the carbon stocks. There is a
. second test at 20 years for mdlgenous species of 30 per cent crown cover from

4 Wilding Conifars In New Zealand: Current Sltuation, Policy and Management, and Options for the Future, V Froud, December
2011.
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trees that reach 5 metres in height. Natural regeneration will not meet the test at
four years.

45. Natural regeneration is a viable option for foresters to meet best practice or
regulatory requirements for coastal, riparian, boundary or road setbacks. Co-
benefits include increased biodiversity values and improved water quality.

-Landowners incur additional cost to replant indigenous species ($10-15,000 per
hectare) or face deforestation liabilities. This is even though the land use has
not changed, regeneration is oceurring and the land will be for d within 20 &

years.
exotic phe @
tural
these spccics have

slower growth rates. A lack of seed sources, ow rainf peratures

also slow regeneration, making it more diffi et the fot reshold.
The current four year requirement therefo a bar a ural
regeneration and redlising the associ efits

47. The scale of the issue is relativel%@cials i Etat about 450

46. Achieving 500 stems at four years is a generous timef]
forests, as this is the accepted replanting density.
regeneration of indigenous forest species takes lpnger,

hectares of pre-1990 forest la affect ess for post-1989 forest
land. A pragmatic solution i & the ekigt
500 stemns to requiring the la e used RLaWw
natural regeneration g dominately, o8} dcies. It is also proposed that at
10 years there is a % al test nd must have enough forest
species to qualif restland. @i estation signal would not be

le remains in place.

y that is consistent with the

compromised% istin
48. No cost t% mmen%if icipated from the recommended change. The

four year ado Sunting approach and differs from the
int ipnaPaccounti irements that New Zealand has elected. So long
S i€ ation occur meets the definition of forest at 20 years, New

S
I S interﬁ%’;% position will not be adversely affected. Similarly, the
nce le ihg6t be affected, as the estimated 450 hectares is a very
all pr the total pre-1990 forest estate (approximately 1.30 million
Reco n — natural regeneration

.%cials recommend that the Act should be amended so that the requirement of

500 stems per hectare at four years is changed to allow for slower indigenous

@ natural regeneration and an additional test is added at 10 years.
Re-establishment of poplar and willow forest lands

S

50. Willows and poplars are common species to manage soil erosion, as they are
cost effective with high root biomass at relatively low stocking rates®. Once
established, these species usually meet the 30 per cent crown cover
requirement for forest land. When these stands are replaced, however, they will
not meet the requirement of 500 stems per hectare of forest species at 4 years,
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as the recommended stocking rates are between 100 to 200 stems per heciare.
Similar to the earlier example of indigenous regeneration, if the four year
threshold is not met then the land will be freated as deforested, even though the
land use has not changed.

51. Officials estimate that the poplar and willow forest land area is within the range
of 1,000-5,000 hectares. If the forest lands are replaced at the higher stocking

density then each hectare would require an additional 350 plants at a cost of
$10 per plant®. The four year rule was not designed to cover@gpemes a«

does not achieve the purpose of the rule, namely asa test tatio

52. Changing the requirement of 500 stems per hectare fo fnim
years for poplars or willows that are re-established f i control p
would achieve the rule's purpose for these species he osakwould
affect deforestation signals: A minimum stockin of 100 st hectare
is proposed and; a second test of 30 per ce ver that have
reached 5 min height at 10 years would r lace

53. No cost to the government is anticip he r ed change. As

rule i stic accounting
urreq a Zealand would not
estat

- approach. No change in land u
account for this internationally.a
, N
Recommendation — poplar ane-willo jee‘t

54.

. or 500 stems per hectare at four
rlor willow trees planted for erosion

Naturaﬂ di ce vent%\fenting forest land re-establishment

asmn annot be re-established due to a natural disturbance. For
ple %s’: land is eroded to the substrate and there is no soil to
plan % e a river shifts and the land becomes an active riverbed.
T re beyond the landowners’ control and land loss due to erosion
sured against.

er the ETS, landowners incur deforestation liabilities when land is lost in this
ay-and the trees cannot be replanted. Approximately 20 hectares of exotic
rests are affected annually but this figure could become higher, if there was a
SIgnlf cant event.

57. There are no fiscal costs associated with the proposed change, although the -
government would receive less NZUs from participants as a result. However,
the potential loss of revenue from 20 hectares annually is immaterial, when
compared with a total forest estate of nearly 2 million hectares. Treasury does
not include this activity as a separate revenue stream. Internationally, natural

® The recommended average stocking required is 150 stems per hectare.
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disturbance from non-anthropogenic sources is not accounted for under article
3.3 of the Kyoto Protocol.

Recommendation — natural disturbance

58. Officials recommend that the Actis amended so that pre-1990 forest land that
cannot be re-established because of a natural event is not treated as

deforested.
Forestry operational issues @
Emission return period for post-1989 forest lands <§@
59. Post-1989 forest participants in the ETS can subpwit volu issi

annually from 1 January to 31 March. These r
working days. Emissions returns submitted re pri
receive NZUs. The current value of emissi
post-1989 forest participants.is appro iate
carbon price).

60. Experience to date has shown @sho a , resulting in a large
peak of emission returns that pre resou iculties. ' '

Recommendation — emissiopsrsaturn Del’i%
81. Officials recomm Mﬂg pos issions returns processing over a
longer period t each @ smooth the peak and provide more
;@ S.

flexibility for pei
nformat] onal Exotic Forest Description purposes
! %

Using ETS f re

62. The onal Exotic F escription (NEFD) data is the primary source of
ctor statistics, and is used extensively within the Ministry for Primary
dustry. MfE's LUCAS team also use NEFD information

esa
@?elp mget Saland’s United Nations Framework Cenvention on Climate
an@ tocol reporting requirements.
- rts

t new source of data is the information ETS applicants and
are required to provide. Section 99(4)(b) of the Act provides that,
thé prior approval of the Minister for Climate Change Issues, statistical
nformation to any person in a form that does not identify any individual can be
repared and supplied.

@. The Ministry for Primary Industries has previously consulted on the use of
participant forest measurement data for purposes such as improving the default
look-up tables. Most submitters supported this, provided dafa was not
attributable to individuals. NEFD confidentiality protocols are rigorous, and
there are broader economic benefits from good quality information for the
sector.

65. NEFD managers wish to obtain access to ETS pre-1990 and post-1989 forest -
land information, and deforestation information held by the Ministry for Primary
Industries. The use of the data would involve statistical or similar mathematical
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analysis of the data in aggregate form and on a non-attributable basis. The data
includes summaries, by territorial authority, of the area of post-1989 forest land,
pre-1990 forest land, area of deforested pre-1990 forest land; and species and
year of establishment.

Recommendation — information sharing

66. Officials recommend that the Minister-for Climate Change issues approve the
supply of information on post-1989 forest land, pre-1990 fores &
deforested pre-1990 forest land, in aggregate and in a non- e for r
the purpose of improving the National Exotic Forestry Descijpilohaeporting.
ETS Agriculture settings & %
67. Agricultural emissions account for a significant prépostion of N nd's
greenhouse gas emissions (47% or 32.8 million torines COZ-e icUliure
processors (mainly milk and meat process Mtroge e
importers/manufacturers) are participapis-Ii TS .-* report
agricultural emissions. From 2015, iest, naflisipants will be required to
surrender units but will also recei % allocation, iabilities” equate to
approximately 3.9 million tonne 5 onwa sed on 10% of
agricultural emissions from ciree ducti ts). :
.68. Government supports t try of agri issions into the scheme only
under two conditions;
i. there are techn avail @:- uce emissions
ii. internation etitor taking sufficient action on their emissions in
genera!v
69. The nment will u e a review, reporting in 2014, on whether these
conditi ve been met. - 2010, Ministers appointed the Agriculture ETS
iso ommiré\egyok at the implementation of agriculture into the ETS.
efollowing changes are consistent with the Committee's -
2 mewﬁ date.
dirx@oducers from the ETS .
70. @g culture ETS Advisory Committee recommended excluding egg
@o cers from reporting and facing surrender obligations under the ETS.

inisters previously asked officials to explore legal options for excluding egg
@ roducers from the ETS [B10-629; 11-B-01189 refers]. The Agriculture ETS
Advisory Committee recommended excluding egg producers from the ETS on
the basis that: .

i. the layer hen sector accounts for an insignificant proportion of agricultural
emissions (0.08%) annually,

7 Subject to the possible deferral powers currently belng consulted on
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i inclusion in the ETS (with approximately 100 participants) would place a
relatively large and costly administrative burden for reporting on a sector with
a tiny level of emissions;

iii. there are no greenhouse gas mitigation options curréntly available to this

industry; :

exclusion from the ETS provides the greatest benefit to New Zealand over

over other sectors that are included in the ETS;
vi.
support global efforts to reduce greenhous

~ Zealand o meet its international obligations:
71. For the period 2012/13 to 2015/16, the @
producers is estimated to be approxi 0
$10.41), due to forgone emissions

are $93,000. The net impact fo
2012/13 10 2015/16, and a &

8,000 for t

exclusion will not undermine the primary purpose’o
emissions

nhisa f

e
: e ETS whichg%

sistiig New

ihe next 10 years, given the lack of mitigation options at t%nt time; &
eni .

exclﬁsion does not provide a compstitive advantage

©

f excluding egg
n price of

to th
000 %
/ Fisca ings-from administration

$52,000 for the period
iod 2012/13 to 2019/20.

pissions in April 2012.

_ = “Total | Total
O 2012113 | 2012/13
S to ~ to
ﬁ(/ 2113 | /2003 { 2014/15 | 2015/16 | 2015/16 | 2019/20
Fiscal savings \ﬁﬁw? w
(administrati Y mil $0.oeé§ 28| $0038| $0.025| $0.093 | $0.191
Fiscal cost-| Jﬂiﬁ
(forgone’, v illion @
revenie)’ ($0.013) | ($0.028) | ($0.041) | ($0.183)
Units 1300 2700 | 4000 | 17550
b
Net (\M $0.054 | $0.008

ive when the nationai inventory is up-dated with New Zealand-specific data

72. wng egg producers in the ETS imposes significant administration and
orting costs on both the sector and government relative to the emissions

charges recovered. At a low carbon price the cost of including egg producers in

Recommendation — excluding ead producers

the ETS exceeds the value of the liabilities. On this basis, officials recommend
that egg producers are excluded from participating in the ETS.

73. Officials recommend that the Act be amended to exclude egg producers from
reporting and surrender obligations under the ETS, as the cost of including

them exceeds the value of their liabilities.
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Meat processors: de minimus threshold

74. Meat processors are participants in the ETS® but retail butchers are excluded
under schedule 3 of the Act. The original policy intent was to set a de minimus
threshold for meat producers by excluding homekill, recreational catch, dual
operator and retail only butchers. Homekill and recreational catch are already
exciuded as they do not need a risk management programme. Exciuding retail

original intent.

75. Legal advice suggests that this exclusion inadvertently | meat @
processor participant with a “retail butchery” outlet fo b&exsluded, whi
includes many of the larger slaughterhouses. Some mea{ processors arg aware

of this situation and may test the exclusion. Whilg &g potential | is 16w in
the reporting only period, the impact may be en surre ligations
are faced.

e he retail butcher

clarified to include operators of agem mme for the
slaughter of animals. This woul effecko ding homekill,
recreational catch, dual oper. and retail ers.

77. Officials estimate that f one of t@ k management programme
c

76. To make clear the exemption, officials dr %
exemption from schedule 3. In additi xisting ity definition would be
he

ughter animals are retail only

butchers. In practic&; retail butche m arry out slaughter themselves, but
instead use slaughtarplants. A on could be provided under section 60
of the Act, if th 5 i s Were inadvertenily caught.

78. There are i ssociated with these changes. These are
techn anges in policy, consultation is not

ials re% nd that the retail butcher exemption from schedule 3 in the
@\d be 0 as it is currently too broad. The existing activity definition
sho ified to include operators of a risk management programme for
{ or of animals.

©%

" Meat producers that slaughter ruminant anlmals, pigs, horse or poultry under arisk management programme registered under
the Animal Products Act 1999 are deemed o be ETS particlpants under the Cllmate Change Response Act 2002.
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Recommendaﬁons - Minister of Climate Change Issues and the
Minister for Primary Industries

‘ 1) Note the following recommendations 2 - 25 are suggested as the basis for a paper to
Cabinet.

<
Maori Trustee and the less than 50 hectares exemptif@

Y

2) Note that urrelated pre-1990 forest landholdings of a 3ol profe\Shiona\)trustee,
d for a less

including the Maori Trustee, are counted towa hectare
than 50 hectare exemption. This preven emptlio i eld for these
unrelated land holdings.

&
Noted
SRS

3) | Agree that unrelated pre-18Q0™orest landhdlsl é\ij a scle professional trustee,
including the Maori Trustee, e landhold Hrelated trusts or of a Trustee in

personal/ non trustee capas ity), are no n wards the 50 hectare threshold for
an exemption applic -@ such trus pect of a trust. -
JNN
@V @@ Agree/Disagree

4) | Note thatia. istée appointedunder the Te Ture Whenua Maori Act 1993 is not a
i professionaltristee u% imate Change Response Act 2002. _

Noted

Not

< ?gree t tﬁ:{\i} urposes of an application for a less than 50 hectare exemption, a
rust ofed under the Te Ture Whenua Maori Act 1993 is treated as a
profegsio ustee.

<
9

U

Agree/Disagree

Agree that unrelated pre-1990 forest landholdings of a trustee appointed under the Te
> Ture Whenua Maori Act 1993, is not counted towards the 50 hectare threshold for an
exemption application by such trustee, in respect of a trust.

Agree/Disagree
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Brief: B11-542 f M{E — 12-B-00448

De minimus deforestation and boundary management

7)

Mote that pre-1990 forest landowners are likely to breach the two hectare
defarestation threshold through routine forest management activities; and that there is
no de minimus threshold available to post-1989 forestry participants.

Noted

Note that any deforested area on the outer boundary of an areaaffg land ts )
towards a pre-1990 forest landowner's or post-198 partidigant:
deforestation, but internal gaps that are less than 1 hec’fa& an avigg>.

Ay

9)

of less than 15 metres are permitted.
@ N @ v Noted
Agree that clearing on the outer boundary of stand are sults ina .
reduction compared to the forest land areathatexisted on er 2007 for pre-
1990 forest land, or that was registere BTS for -1 forest land, is not
treated as deforestation provided: . '
» each cleared area is less tare,

A %’e 30m wide; and
» the reduction is part ofarmat fofest \- t, and

o the cleared area i;n\ot u or an

/@ /\O _ | Agree/Disagree

Tree

Weeds U
BRI

10) -

Not the control b%\eéweeds on pre-1990 forest lands will be an ongoing
activi

N LGN

Noted

=

. Kgree inye funding pre-1990 tree weed exemptions with a multi-year allocation
of 200,000 s per year to 2015/16 :

JZAS,
Ofk\

% . Agree/Disagree

'Note that post-1989 tree weeds may be registered in the ETS and earn carbon
>credits, and this creates financial incentive for landowners fo retain tree weeds.

%

Noted

13)

Agree to prevent the registration in the ETS of naturally regenerated tree weeds on
post-1989 forest land, unless the EPA is satisfied that the risk of the tree spread is low

Agree/Disagree
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Brief: B11-542 ] MfE — 12-B-00448

Natural regeneration of indigenous species on pre-1990 foresi lands

14) [ Mate that after clearing, land that is regenerating to indigenous forest often takes
longer to meet the forest land definition than currently permitted in the Act, which |
inadvertently creates deforestation liabiiitias.

Noted

15) | Agres that forest land that is regenerating to indigenous forest E@be trea a&b
deforested where:

o 4 years after clearing, the land is regenerating to fore ;

o 10 years after clearing the land is forest land; and Ay

o 20 years after clearing, predominantly indigenous fore ecies ate growifg that
has tree crown cover of more than 30% from @s species th%&ea hed 5

metres in height.
@ >\§greelDisagree
/\}

Re-establishing poplar and Wi]IOK ds @

16) | Agree that land is not to ba treated a@%@tad where the forest land was
established for erosiop % rol, and f er clearing the land is forest land

where the forest spec popla provided that at least 100 stems per
hectare are estau@e}i
Agree/Disagree
17) | Agree t éFe/fores s\b[eared due to natural cause or event and the area
can abl[s he land conditions, then the land is not considered to
be

Agree/Disagree
@M %\ﬁssues

~¢8) b\\tgjz{mend the Act to extend the emissions return period for post-1989 forest
Y tivities to be six months from the end of the period fo which the return relates

Agree/Disagree

©\>
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Excluding egg pr@ducen’s from the ETS

19) | Note that including egg producers in the ETS imposes significant administration and
reporting costs on both the sector and government relative to future emissions
charges recovered.

Moted

20) | Agree to remove egg producers as an activity under sched f the Cllmﬁe\
Change Response Act 2002,

Agm

21) Note that the net fiscal impact for the Crownis as of $}a,000 peMJd

2012/13 to 2015/16, and a saving of $8,000 foyg 2012/13 20.
@ Noted

22) | Agree that the above decisions form \b\/ror Calzl}re%b@hmder changes to the

Climate Change Response Act 20
@Q &x\f Agree/Disagree

Wieat processors: de m @&)mshﬁd@

23) | Note that the exclusio taitbutchers in the Climate Change Response Act
2002 is togrg_R d ma)éx\(\sk a wider range of meat processors than intended.

@Yf) W Noted

24) | '

reg removemil butcher exemption from schedule 3 of the Climate Change
se A clarify the existing activity definition to the slaughter of
ﬁ@mam s horses or poultry by a person required under the Animal
fod to operate under a risk management pregramme for that activity

(|et acﬁhﬁl of slaughtering).

Agree/Disagree

yNafe There are no fiscal risks or costs associated with changing the retail butcher
exemption.

& M> Q@/\

Noted
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Recommendaﬁon for the Minister of Climate Change Issues

23 Agree to approve the supply of information on post-1989 forest land pre-1990 forest
land, and deforested pre-1990 forest land, in aggregate and non-attributable form, for
the purpose of improving the National Exotic Forestry Description reporting under

section 99 (4) of the Climate Change Response Act 2002.

: @
0&@&@@ &

Stuart Calman on Tim Groser
Director, Climate and Risk ' mste e Change Issues

Ministry for the Environment

/V/ . @
- Mike Jebson @ Hon David Carter

Director, Reso, Q Minister for Primary Industries
Ministry for Pri dust : :
x ' / 12012

/ 12012
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