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Weekly update - Minister for Climate Change

For the week starting 13 November 2017

No meeting scheduled &
Actions from previous meeting 3\@ @
1. Information on the Air New Zealand announcement on 21 No be i i
you with a joint briefing on the MoU and announcement next we
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Please refer item 1.1 of this report 6 4

2. Coastal hazards guidance meeting with authors — ﬂl\élz[ gea ith authors '
ahead of Christmas A4 CT g) -

3. Timeframe for Zero Carbon Act — we will provi /@ a tim k@ﬁm out the key
decisions and approvals required to deliver th bon A
The timeline will be included in the br/ef/n \hylng th binet paper on the

Zero Carbon Act on Thursday 9 Novembe

\
4. Cabinet paper on Zero Carbon Act - il provid m&vl\fh a draft Cabinet paper on 9
November setting out the processfar establishing rbon Act, options for a Climate
Commission and a Chief Executi :

Provided to your office on

5. Separate weekly me mg ro Ca /= we will work with your office to schedule
a weekly progress m \ﬂﬁfl‘on e Zeré Carbon Act

o

These will be sc m the fé&mg 20 November

6. Listof dlsc o] topics — wi We you with a forward schedule of topics for
possible ‘dee /\; Vdiscussions d of Christmas

We WI/W is whe%o\yum from Bonn

Upcprq eetln@s

rence |es Bonn, Germany 10 — 19 November
2. Air Ne@ nnual Parliamentary Function, Parliament Buildings, 21 November
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1. Key decisions for you to make this week

1.1. MOU with Air New Zealand to develop a business case for a Private
Afforestation Fund [COMMERCIAL IN-CONFIDENCE]

Air New Zealand is proposing to announce a Memorandum of Understanding (MoU)
with the Government on establishing a Private Afforestation Fund at their Annual
Parliamentary Reception on Tuesday 21 November 2017. This is t é\day after yo 4

return from your meetings at COP23.

We are working with the Ministry for Primary Industries (MPI) te.finali e MoU @
Air New Zealand (Air NZ). The MoU will set the terms for th e pment a @\SS/
case to scope and feasibility of a private afforestation fun ich would be pil y
Air NZ.

B% ore 0 'on§ ow they
could work with government to meet their New Z issi

ETS) obligations using New Zealand emissio
carbon sinks.

Air NZ approached MPI and MfE at the end of ?

[withheld
under section

9(2)(b)(ii)]

N
Through follow up discussi ptlons wer 0 to the possibility of establishing
irNZ, MPI and MfE will allow further

a private afforestation f ‘MoU beh@
development of a bus g/for this pitat, Once signed, Air NZ wishes to announce
basic details of thi @zmelr A Iamentary Reception. This will be held on
the evening of TL(

We are curreﬁ% ga Jom% with MP! to provide you and Hon Shane Jones

with furth d bac is briefing will also seek your approval to continue
work l\g >and confir will speak at the announcement of it at the event on
ove “We expect you Wwill need to discuss this with your ministerial colleagues

ing points for you, noting that the time available for such
sz sions é%f veén your travel schedule over the next 10 days.

O”\Z’?head o tﬁe t on 21 November, you are also scheduled to meet with Christopher
\) Luxon; \A O. We will provide you with a separate meeting brief providing you with

@i\ou\g detail and talking points by 16 November.

2. N@/@'la for you to be aware of this week

égea d of” e event wilt work with your office to identify a suitable time for this to
fe

\
K@/] Recent NZU price rise [COMMERCIAL IN-CONFIDENCE]

The price of New Zealand units (NZUs), the unit of trade in the NZ ETS, has risen over
the last few weeks and reached $19.20 on 6 November, which is the highest it has been
since 2011. The average NZU price from November 2013 through to October 2015 was
around $5.00, and it has steadily increased following the review of the NZ ETS in
November 2015. Over the last year, prices have ranged between $16.50 and $18.50.
The most recent rise in the NZU price likely reflects NZ ETS participants’ expectations
about future policy settings.

[COMMERCIAL IN-CONFIDENCE]




One of the main messages we heard from stakeholders during the NZ ETS review was
the importance of policy stability in the NZ ETS to support good decision making in their
investment decisions to reduce emissions. Historically, the NZ ETS has seen a number
of sudden changes to its settings which has undermined confidence in the market. Price
volatility (rapid price movements either up or down) makes it more difficult for
participants to anticipate the future price of NZUs. This greater price uncertainty
increases risk, which causes the cost of investments to rise and can delay emission
reductions.

We consider the recent price rise a natural response to statemt}f-hts about the
government’s intended higher ambition on climate change. It is |mﬁc§vt{//ﬁ},\that po

e

\\\‘\\)
changes continue to be well-signalled to support stable price develSpr / \‘
Q enty/ \\

A

-/
2.2. New Zealand wins carbon pricing leadership award /\\/ %

The International Emissions Trading Assomatlon /‘;tgye Clima T ets\/ and
Investments Association have recognised the su posit] of the NZ
ETS. At COP23, both associations presented t ealand(v ent with an
award for championing emissions pricing. /T'hE\ ersh1 \f orgamsatlons

includes business participants in emlssmr}s\@ysc‘ﬁemes/f om\around the world.

In the past the award has been given ttrthg‘G ernmerfts\of\ ario and Quebec, and
officials in California and the European\\G? ission /th eT};work on carbon markets.

A two-stage review of the NZ ET mplet %} 17 and included a decision
to phase-out a transitional easure a{wnl nsu articipants face the same price

of carbon, as well as a pa ’ f in- prmc;p ns that will make the NZ ETS fit-
for-purpose for the ment.~ s now ongoing to implement these
decisions and for chan g e intro ed the NZ ETS in advance of 2021.

/\

2.3. Motu releases a /)wde(& laln the NZ ETS

Motu E jﬁo ic é\a Pub}ic y esearch has released a short video (here?) that
explalns\ éaland’s en'?is\s/o s trading scheme (NZ ETS) and how it can support
Neu{Zea S trans@on to a successful low-emission economy. The video addresses a

ques ing why the NZ ETS has not reduced New Zealand's

x? in the d what differentiates an ETS and a carbon tax. Dr Suzi Kerr
/\ fatherm g from Motu point out that an ETS and a carbon tax have a lot in
/‘\ mmo Th)e ue that there is no need to change emission pricing instruments for

ta/; the.same emitters and generate effective price signals. They also point to low

\) New ée%nd) to progress toward net-zero emissions, and that both instruments can
in thie NZ ETS in the past as a key reason for the NZ ETS not delivering emission

u&tvons but note that limiting the number of units available domestically will help
drive down emissions.

@ ) This video is a useful tool to explain the NZ ETS, an instrument that can be difficult for
the general public to understand. We will provide a detailed briefing note on the NZ ETS
upon your return from COP23.

Motu is an independent economic research institute in New Zealand and in 2017, it was
rated tenth in the world for climate change work internationally and second for think

: https://www.youtube.com/watch ?Pv=1GtMJEQPCHk

[COMMERCIAL IN-CONFIDENCE]



tanks outside of Europe and North America in the standardised Think Tank Rankings by
the International Center for Climate Governance.

2.4. The World Bank releases the State and Trends of Carbon Pricing 2017

The World Bank Group, in partnership with Vivid Economics and Ecofys, have released

their annual report: State and Trends of Carbon Pricing 2017 (here?). The report takes

stock of the latest developments in carbon pricing initiatives worldwide. Carbon pricing

will play a prominent role in climate change mitigation strategies as 81 countrles have /

indicated that they intend to use carbon pricing to drive down emlsvmeet thei \
t

Paris climate change targets. There are now 47 carbon pri gkh es e
implemented or scheduled for implementation in 67 Junsdlcthp$»k} represeni\) )
quarter of global emissions. \ \ \
The report finds that more action is necessary for carbon prici subét?ntlal
contribution to the Paris Agreement and the authors r @1 end the fope%gnontles
o Greater coverage of carbon pricing |n|t| fe (thls incl aveloping new
initiatives and broadening coverage in ex méprpgramm\ )

* Increasing carbon prices so that they s \qi stro “ce signal and trigger
more investments in Iow—carbont ’\h

e Ensuring greater coherenc }e’s. incl d| ment of carbon pricing
e“\%
N

and other domestic pOlICIQ‘S\ \

\

AW

e Encouraging domestic carangncn ng be 25310 link and enabling the use of
international carbo O \\,

e Using cllmat g@n a mo rq gic way to support the development of

carbon @ they ca 9Ip mobilise resources for low-carbon
investme

The WorId s uaI %}b Trends of Carbon Pricing report is a useful

femissions trading schemes and carbon taxes around

resour ,ss/the e %
the wo dgég rés from the ecent report have been included in briefings provided
to you a fCOP23

5/9 butlon Kw ock emissions to actual warming

“ Re; )nge Of\he NZ Agricultural Greenhouse Gas Research Centre (NZ AGRC) is
expec e W)}llsh a study shortly on the contribution of livestock emissions to actual
wa e-will advise you of actual publication date once confirmed). This contributes
t ebate around different treatment of short-lived livestock emissions (methane).

{Ybe key conclusion of this paper is that although livestock emissions account for less
P tﬁgn 10% of global greenhouse gas emissions (using the United Nations standard
( ) method for equivalency: 100-year Global Warming Potential), their contribution to actual
\) current warming is closer to 20 percent. The study reinforces earlier work indicating that

reducing livestock emissions has the most impact on future warming, if there is already
global action to reduce carbon dioxide emissions to near or below zero by 2100,
consistent with the goal of limiting warming to well below 2°C.

2 *http://documents.worldbank.org/curated/en/468881509601753549/pdf/120810-WP-PUBLIC-wb-report-171027.pdf
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The conclusions of this report were presented to the NZ AGRC annual conference in
March this year, but publishing the study is likely to reach a wider audience and
generate publicity both in New Zealand and internationally. We will provide you with
talking points to respond to any questions on the report.

2.6. International Maritime Organisation: Emissions Reduction Strategy

A working group of the International Maritime Organisation (IMO) met 23-27 October in
London to further develop the IMO’s strategy to reduce greenhouse gas emissions from
international shipping. While progress was made, there remains a d oted divisio
about how ambitious the strategy should be. The proponents of i 1
of common but differentiated responsibilities into the IMO conQ
(i,e. that developed and deveioping countries be subjgct

obligations).

New Zealand and Australia submitted per on guiding '\ i
the strategy, arguing among other things for the y of the ounding
principles of non-discrimination. This was well reoéa N O\

Relatively few measures to reduce em|SS|on§/m‘th El/é ter identified. All
proposed measures remain on the table inclusion miﬁlnma\f)strategy, including
speed reduction, despite misgivings towa%\ré’ latte e art of geographically
remote countries. The next, and flp meetlng e>work|ng group will take

place in April 2018. (\J \, \

2.7. Marsden Fund grants $ @jhon for clj @%ﬂ}éd research
The Royal Society %eo i rec unced grants for 10 climate-related
research prOJects 68 }3 annual award supported 133 projects

totalling $84.6 mi

Successful ck%@éfed p< S |n§017 include:

59(2)(@) (1)

[withheld under
s9(2)()]

- Whe ts can st enough to keep pace with climate change
($925;
Q& study~o mvesﬂg\a rbon dioxide uptake by Fiordland’s forest ($300,000)
< geologl@ s of ancient climate to investigate how carbon dioxide removal
abilisescli on long timescales ($960,000), and whether a previous collapse of

/\\ the A{\ ¥ Sheet caused abrupt climate change in the Southern Hemisphere
\:\, 00
en fund is managed by the Royal Society Te Aparangi on behalf of the

over ment and supports New Zealand’s best investigator-initiated research in the
f science, engineering, maths, social sciences and the humanities.

PN \\>
(\\@8 Motu expert roundtable events on achieving a net-zero emissions economy

We have agreed with Motu Economic and Public Research to contribute funding to their
upcoming series of expert roundtable events on issues related to New Zealand
achieving a net-zero emissions economy. The Productivity Commission and the
Aotearoa Foundation are also contributing.
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Motu are arranging four half-day roundtable events between November and April
that will bring together a range of experts from academia, society, business and
government, as well as invited international experts. The roundtables will consider big
picture policy issues such as the case for transformational change in agriculture, low
emissions investments and the Emissions Trading Scheme reform, how to align climate
change with wider government objectives, and institutions and tools that would support
a low emissions transition. This work is being taken forward as part of the research
commissioned by the Transition Hub as it looks to provide advice on policies to meet
our future emissions reduction targets. The first three roundtables will ke by invitation

only, with the final roundtable in April open to the public as part Productivit
Commission's engagement on their draft report. This process p su
engagement and dialogue alongside progressing the Zero Carb w

%
3. Upcoming briefings with advice and decisions 13~24 No mb\q

Issue or event Lead agency Further information
23rd Conference of Parties | MFAT FIJI a aler this R, which-i§ the major annual
(COP23) to the UNFCCC, Bonn, | mse (for n climat ngex. [t includes a high-level
Germany international the se w (13-17 November). At this
carbon markgt\sj\ you are i ve opportunities to meet with
ea ers from h ntegrity carbon markets to discuss
‘;he possibj o their markets. We need to secure
optlons Yuch international carbon markets if we
<\ are domestic action and meet our 2030 target
cost
O)

N
Climate change par‘tnershé@% MPI @zlll provide advice on approving and announcing

AirNZ \ ed partnerships with Air New Zealand (afforestation '
A fund) I
Fonterra partn MF We will provide you with a draft media release to announce |
\ the partnership with Fonterra’s Roadmap to a Low Emissions

future.

Transpower uture
st of agricu x&l You have been forwarded a briefing from MPI to Minister
enhouse gas n O’Connor on the per-farm cost of pricing biological |
@ greenhouse gas emissions. The briefing provides estimates

O l_\ of the costs only and does not provide policy options on
J pricing agricultural emissions.
We raised some concerns with MPI on the costs provided in

@ the briefing, which were unable to be addressed in the

timeframe provided. These include:

< - the costs are calculated at an on-farm level.
Current NZ ETS design has a processor level point
Q of obligation. If we proceeded with a processor
level future cost calculations could be different to

those presented in the paper.

- calculating the costs using the 2015/16 season,
which had a low pay-out for dairy farms, rather
than using an average of the five previous years.

Forestry and the NZ ETS | MPI{lead) You will be copied into a briefing on forestry and the NZ ETS,
briefing MFE which MPI are currently preparing for Hon Shane Jones,
Minister of Forestry.

The briefing will provide an overview of forestry in the NZ

[COMMERCIAL IN-CONFIDENCE]




Issue or event

Lead agency

Further information

ETS and outline barriers preventing higher rates of
afforestation for carbon. It will also provide an update on
and seek direction on timing and how to progress work to
address these barriers. This includes NZ ETS related work
currently underway, as well as other complementary
options, such as carbon forestry finance options, that could
be further explored.

We expect the briefing will be sent during the week of 27

Call for data to update NZAS
electricity allocation factor

MfE

A Gazette notice of a call for el

November.
Y ” 4
New Zealand Aluminium Smel

S
ic elated data )
e publishe (gﬁ
early December. We will pm? i

electricity allocation fac@i% i

(forward looking) and final (a j\)ting a prewjous proyisjonal
number) allocatio Gazette notice for r signature.
You will be askem to this brie December.
The NZAS i 'ty\ycation fagt, a ed each year.
The process.s Decemb i@ azette notice and

con M with a/m}n lations.

October Baseline Update

Climate Change

] NS
t E%t‘;ment bswe to be updated in October

includé Cabinet d§? ians,¥confirmation of in-principle
: dl'thanges and forecasting changes.
ames for this and the update is due

[COMMERCIAL IN-CONFIDENCE]




[withheld under section 9(2)(d)]
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5. Engagement
5.1. Key issues in the media and social media

Syria to join Paris agreement
A
e Syria is preparing to sign the Paris agreement leaving the US as the cnly gQuntry not part 6:: (

of the agreement. \\\>
z

Winter is one month shorter, NIWA data shows @}
1

o NIWA data has shown that the length of NZ winters has bee shed by a third, a %se
of climate change.

World Meteorological Organization predicts 2017 will be thi t@ t year

felt in em ajor flood
at the & % '

* A new coastal hazards report in Chri @ded flooding and
erosion risk to properties in Christehurth and the Banks jnstla. The report has sparked
concern among coastal prope% !

China’s climate change action 0

e Climate scientists say the impact of climate cha
events and rising sea levels. They are calling f

Effects of sea level rise in NZ

e China under Preside ape'the consensus on how to rein in
greenhouse gases.af! decided to scale back US involvement.

Law student loses ca i ament’s climate policy
e law studentSar omson d the judgment and said it put the onus on the new

Climate iniste the targets. Some reports suggest she will appeal
a ecourt’s deci!}o\\\

5.2, %@@r\ﬁing png%ew/r@nts

RY) : NZI Wsiness Network Awards, 30 November, Auckland
A
QX

!
efson from MFE is attending this event, which celebrates the sustainability
nts of New Zealand’s leading organisations and individuals.
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