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This paper updates New Zealand's exlsting Internatlonal climate chan

not under the Kycto Protocol’s second commitment period a

this declsion f This__ . - { Comment [3713: s(eif]

paper also proposes a report-back to Cahinet

target level and the rules framework to be applied to its
Executive Summary

2 The United Nations Doha climate ge conference 7 December) is
expected to mark a milestone in climate ;

commitment period and the beginnifg

more countries, including major en
action by establishing internati
global agreement applicable

Zealand's___ .-/ comment [T2]: 9t2i(eltv)

3 A key part of tie
that launch a second Ko

countries, chiefl urdpe.

participation irit ofa, Protocol’s secon itment perlod shows that a CPZ commitment is
unlikely to be in interests in terms of ‘domestic flexibility and positioning ourselves in the
transiti the -2020 agri nt 45, being negotiated. |

)
2o |
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tlgation ambit oh. Zealand chooses to take a target under the ‘Convention track’ (i.e.
Ide the Kyat Y}, it is expected it would nonetheless inltially apply a Kyoto Protocol
framewapk f rulés — 6 be defined by Cabinet when establishing a post-2012 target. It is possihle
that puf chHate-wlll focus on New Zealand’s decisions not to take a second Kyoto commitment
an deferits target decislon until after the Doha meeting, i

;}A communications plan is being developed should . . - { Comment [IT5]: s{bifi)

bate occur.
@ It is also proposed that kabinet considers the question of the level of New__ . --{ Comment 11761 a2yniiv
and’s mlitigation ambition after 2012, and the content of its Kyoto Protocol rules framewark—to

be defined when Cabinet considers any post-2012 mitigation commitments.



5 Clarified mandates are sought an several Kyoto Protocol issues including the tssue of access
to Kyote Protocol flexibility mechanisms for Parties outside CP2.

8 Agreement Js sought to New Zealand’s general approach to the negotlations for new global
climate change agreement and Cabinet is updated on New Zealand priorities including a framework
for carbon markets and approaches to the land-based sectors.

Background

7 It is proposed that New Zeazland’s existing mandate for international cli ch
negotiations — as detailed in EGI (11} 21/3, CAB Min {10} 43/5B, and CAB Min 42/16 ~re valid
and should guide New Zealand's general approach at the United Nations Frame

through this paper.

8 The UNFCCC climate change conference in Durban Novembs
{under the Durban Platform} a post-2020 agreement applicable
agreed to conclude the current negotiations and shift to an imp
overarching negotlating objective for the Doha meeting will
last year In Durban, to shift the focus away from the Kygt

and the 2007 Bali Action Plan and towards the negat %

will be looking to secure optimal outcames for the 1%52{) nsition, es
already agreed institutlons and processes, ﬁrbor%?nd agric

mitigation targets under either track are delivered, thr: rocesse

(n)

9 In the five years since the e
negotiations have taken two tracks:

ocol, whetg tey
“Annex |") were expected to take egally bi @n ssigns reduction commitments
following the end of the first eriod ip De b is year; and the “Convention
i a

Track” in which the US was e veloping countries were to make

countries.

10 otiations did not lide as expected in Copenhagen In 2009, but the
outcome of that included a list of mittigation actions to 2020 pledged by 90 countries
| greenhouse gas emisslons. Since 2009, agreement has also

nd transparency provislons, Including for developing
measures including the establishment of the Green Climate

g Kyoto Protocol and the transitional arrangements under the Convention track.
ations on the future climate change agreement in the Ad-hoc Woarking Group on the Durban

n{ADP) are in thelr [nfancy and are off to a slow start, but it is crucial that they shift to the
desjgh of a durable, future-focused long-term agreement. While the new climate regime must be
Abitious and rules-based, it must also have the ability to evolve as circumstances change aver time,
and be flexible enough to get all countries to sign on. In particular, it cannot replicate the current



Kyota Protocol ffirewall’ which allows self-selected developing countries to avoid elther taking
binding mitigation action or contributing finance to support low income developing countries’
responses to climate change.

12 In 2009 New Zealand tabled a target pledge of between 10 percent and 20 per cent below
1990 levels by 2020, subject to the following minimum conditions being met:
» Aglobat agreement that sets the world on a pathway to limit global temperature rise of
more than 2°C;

* Comparable efforts by developed countries;

* Actlons by advanced and major emitting developing countries fully commens ith their b
respective capabilities;

= - Effective rules governing land use, land use change and forestry {LULU

» Full recourse to a broad and efflclent International carbon market.

13 These conditions have not yet been fully met. Fore der the 0
commitment perlod of the Kyoto Protocol have now been agread; )
' ) i gl s ~Ll_‘.'3_[nment DT7L: staififi] |

agreement is several years off, and while it is clear that_ma ar developlag
taking action on climate change, the reporting an

Implemented, meaning that there is a lack of clari -" the Impac
emissions. In light of international developments r, New Z€

taking its next commitment under the Kyoto Proto%
the flrst commitment period about to eng;our inten
political pressure out of scale with our 0.

n Track). With
nd are attracting

14 The Doha climate change g < a MP8 — is where both the
Kyoto Protocol and Convention tra former with the establishment of
the second commitment peri dt e lementation phase. It will also
be the first opportunity fol % el engagems the Durban Platform negotiations, to

develop a new global agreamen me into e

» Union, Norway, Switzerland, Iceland, Ukraine, Belarus and

ki essed their intentlon to take CP2 commitments. Australia, like
aldnd, has re ed its position on joining a CP2, while Japan and Russla will be taking

gets'under the Conveftiolf track only. Canada will do likewlse, but has gone a step further by

ally with% the Kyoto Protocol, effective December this year.
Sec %ment Periad Decision

T

; [There will undoubtedly be continuation of the pressure ‘ .- ‘(Comment [rTal: s ]




Pratocol (alongside Parties whase combined emissions account for less than 15 per cent of global
emissions), or Instead take a post-2012 international mitigation target via transitional
arrangements under the Convention (with the United States, Japan, Canada and Russia, and many
developing countries, together accounting for aver 70 per cent of global emissions).

17 The arguments for and agafnst Joining a CP2 are as follows:

For Against Q>

Taking a CP2 commitment would reflect well on New  Leaving aside the amblguous situation
Zaealand internatlonally, of NZ's major trading partners and col
the EU, are taking mitlgation tar

Supparts the NZ ETS by providing a supply of assigned We would have the fi
amount units [A&Us} to New Zealand government, framework of rules in

increasing certainty and easing access to units fo
export. Should ensure access to the Kyoto Protoco

flexibility mechanisms beyond 2015. The NZ ETS is able trading pa
to function without these, however, and thig better alj
eventuality has been provided for in the current ch’ma&

- 1
revislons,

-—}-@_a Kyotr.- Dr

n period,

w strong s}
col ts in "two tra

nsustainable, with
ftating a single legal

consequent foc;
Q}greementto @c bte to'all from 2020.
b \

\/ Demonsyrat ha a\ﬂ>amewurk of international rules
(imp alht dck up domestic policy) can be used
i sign up to a CPZ, and could thus

e above, it is cle

the post-2020 agreement — helping to assist
transitlon to a global agreement.

at valld arguments exist on both sides of the
decisio ust therefore reflect the strategle considerations of natlonal

approach will b an effective, fair and broad-based agreement in the

i , (Thébala of argument at this stage suggests that, domestically,
< hetier by B Canvention track __

ining from CP2 will most strongly position New Zealand to negotiate

g pplicable to all to Parties, by moving early to discontinue the

evgloped-developing colintry firewall and shift the focus instead to a more durable, inclusive and
maximise effective participation.

! see paragraphs 29-34 below for discussion on how aceess to Kyoto markets might be achieved if New

Zealand does not take a CP2 commitment.
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20 In late August Australla and the European Union announced they had agreed to A
respective trading schemes. From 1 July 2015 Australlan ETS particlpants will be able
EU ETS credits, with two-way linking to occur no later than July 2018. While this doess
requlre Australla to take a CP2 commitment, it may factor into their decision on
thejr commitment. Current NZ ETS settings would not enable New Zealand te
EU or Australia, although linking would be potentially possible if the settings™w
2015 ETS Review,

hatever i
e New n m

; that Cabinet

ealand’s post-2012 target be
light of an assessment of the
carry-over of surplus AAUs.

21 It is widely expected internatlonally that New Zealand wi
Australia takes. My view, however, is Australia’s decision doe 5

reaching a different decision if it better serves our natlonal i e
New Zealond’s Decisions in 2012 and 2013
22 On the basis of the considerations in parap

agree at this stage that New Zealand shg
Canvention track.

23 It is further proposed that t
put to Cabinet after the Doha m
meeting’s outcomes, includin
Because the period to which

keep In step with other devel
also consider progress
discussed helow.

24 The exper] other Parties movingto the Convention track shows that a declslon not
to join th 2 will inevitably at sigpificant international criticism.  This will require careful

man n : ’
- A communications__
1 reparati gin the context and rationale for the decision.

not es a CP2 commitment, New Zealand will be expected to join
to/ adopt the amendments establishing the Kyoto Protocol's second
i#fi binding mitigation commitments for those who choose to take them.
r the amendment process will have normative value In the climate change

commitment>p

Decisio

regi@ they do not directly apply to New Zealand,
i

Force

arsus a

There is pressure for the Protocol amendments giving effect to the second commitment
pefiod to be provisionally applied, in order to avoid a legal gap before they enter Into force. While
Cabinet has agreed (EGI Min (11}21/3) that New Zealand not support provisional application of the

atget pledge minimum conditions — as )

- mment + 6]
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amendments, it is possible that a decision providing for some form of pravisional application may
be adopted in Doha. [t s proposed to extend the negotiating mandate to allow for this eventuality,
provided that it was optional or-enabled countries llke New Zealand to opt out of provisionally
applying the amendments, on the basis that this would be inconsistent with their domestlc treaty-
making processes. Further Minlsterial guidance would be sought before opting out of any
provisional application provision.

Length of second commitment period

27 The current mandate s ambivalent as to whether the second commitment gefi hou

last five or eight years. It is now proposed that New Zealand support an eight year perlo his
allgns best with the expected commencement of the post-2020 agreement 2 puld limit the
pressure for a third Kyoto commitment period that would arlse if the secon ere_to last five
years. All of the Partles contemplating a new Kyoto commitment, and a the mjtig
made by other Parties, use 2020 or eight years as a timeframe.

Carry-over of Surplus AAUSs @ x
28

Same countries have propased to limit the use signed Am

over from the first commitment period?, being concer the'impact pf.'ho former
Eastern bloc countrles created by thelr economic fter'1990. Th 0 limits couid
potentially render valueless many of the 23.2 millio ects to have at
the end of the first commitment period, It is-propose et e at New Zealand’s

preference is for no limits on Parties’ abil
could be acceptable, provided it ensup tyaints on New Zeals ability to bank and use
our full surplus against future comp . fe is alsg'a-question of how carry-over wlill work
for Parties not taking a CP2 camm . Ay line with.thj officials will work to ensure
that New Zealand could retaln{ r| ts and thejr'y

Access to Kyoto Protoca Viechanis,

29 There | around access\b d 2012 to Kyoto Protocol market flexibility
al Emissions Tra , Joint Implementation [JI} and the Clean
Development Mech »In the short term some access to internatlonal markets will
cankin 2015, for the purpose of meeting first commitment
perict Hblig: i accounting process for the first commitment period).
Lnits after 2012 is pallticised by some Parties who argue that
ould be “punished” by being denled access. "

@ : .. - - [ comment [3T18]: 8 (231011 ]

i
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i [Jsefully, the =ligibility criteria and cther technical details need to - {ESE&.;;'.;:"[J'TE]':' S J

ted In any event, in order far the flexibility mechanisms to be operative at all beyond 2012,
@:) reds leverage and opportunity to pursue our objective.

? There are already limits on the numbers of other Kyoto units that can be carried aver, and a total restriction
on carrying-over Removal Unlts (RMUSs, from forestry}.




31  Access to the Kyoto Protocol flexibility mechanisms is valuable for the smooth functioning of
the NZ ETS, and it is in New Zealand’s interests for this access to continue after the first
commitment period. However should New Zealand lose access to these mechanisms, there are
existing abllitles In [egislation to ensure that the NZ ETS would still function efficiently and
effactively.

widest posstble access: in addition to assisting the NZ ETs, It would reduce unce
supply untll alternative sources come on stream.

33 A negotiating response is proposed as follows:

Protocol flexibility mechanisms by all Parties meeting app tandards
o An achlevable outcome, due to the technical underp the Ky
accept access for those jolning a CP2, and for

actloan under the Convention and applying a t rk g tulés’ (see the
proposed approach from paragraph 39 be
= 5hould a decision updating the eligibility
Partles with CP2 commitments, in khe-a
Zealand would need to negotig
shadow registries, delinking the Ne dland marke cess. These would take
time to design and implepfert, /3 ay need tg b idered in conjunction with an

option of the NZ ETS {ra ipg to a do e for a period of time. This
outcome would also @z

and’s conditlonal target range.
34 Further work

access only to
echanisms, New

implications of lack of access for the
ation ambition that might be appropriate

domestically, an to, cgmmunicate equent risks to ETS participants. This will form
part of the basi ision on a New Z d-farget referred to in para 23.

N
&




Level of Ambltion for an Emissions Reduction Commlitment or Target

35

36 A decision on our level of ambition can be deferred for the tl

minlmum number; and
e the possibility that a target
Protocol flexibllity mechani

Additional factors to keep und{f}/ia
» further clarity of Partles’rnitigation actl the transition is achleved; and

= progress mad Ir% 1 ew Zea ipimum 2020 target conditions, including on
the future ghmate

legal a r the ADP.
37 Careful I

round the eventughannouncement of New Zealand's target will be

crucial to ensure tain the~ability to Influence negotiation of the future climate change
agreeg;n w

N

38 Ther % mportantly, our target range and canditions still remain on the table. This
signals g in willingness to do more as others do more. This could be reviewed in 2015,
g
no

coin h the next NZ ETS review, the UNFCCC international review and the proposed
¢ e new international agreement under the Durban Platform. In the interim, the NZ
les a level of mitigation effort in line with New Zealand's first commitment under the

thy Pratocol.

9

* condluons listed In para 12
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An Emissions Reduction Target Outside Kyoto

Applying a Kyoto Protocol framework

39 Should New Zealand take Its post-2012 target under the Convention track, our strat @
interests argue in favaur of applying a Kyoto Frotocol framework as we enter the transition ged
These interests can be summarised as:

¢ securing a favourable and flextble long-term climate change legal agreement;

» ensuring the effective operation of the NZ ETS through access to Kyotg Prétpcol flexthility
mechanisms®;

« applying a strong international framework to back up domestic poli
e having the ability to account for our mitigation actions in a credj

42

| >§
43 It Is pr w Zealand e%intention to continue to apply a Kyoto Protocal
eaC

framework of rul i'decldes not to tak commitment.

& } [The content and specific rules of the framework __ _ - { comment 7231 st

: decided after Doha along with the mitigation target, and could
- ge factors of rule flexibility, accass to Kyoto mechanisms and leve! of

ambition.

44
i
@ +_ - - ~{ Comment [3T24]: s el |

* See para 29-34 above for further discussion



to enable a smooth evolution. These do not necessarily imply changes to the

47 Concurrently, there Is on-going work belng done internatlonall

guidelines for implementation of CP2 LULUCF rules and making technjcd]
flexibility mechanisms continue), as well as work to be completed-da
which the CP2 LULUCF rules are directly transferred into setti

example the newly-agreed harvested wood products rule).

W
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Consultatic v
65 i consulted in the development of this paper: Minlistry of

Foregi fiaibs and Trade, ’;b for the Environment, the Treasury, Ministry for Primary
@ tries; Ministry D Ministry of Business, Innovatlon and Employment and Te Puni
i. The Departrig

e Minster and Cabinet has been informed.
Financial

66 T aper has no immediate appropriation implications, as no decisions are sought on a
5 | 13 12 mitigation target at this time. The costs assoclated with any mitigation target

A presented to Cabinet at the point a cammitment is taken.
The costs to New Zealand of its long-term finance commitments are uncertain, as

riegotiations have not yet progressed to consideration of specific finance commitments to be taken
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beyond 2012. In the meantime, any climate change finance will be provided through existing
apprapriations.

Human Rights Implications

68 There are no inconsistencles with the Human Rights Act 1993 and New Zealand Bill of Rig|
Act 1990,

Legislative Implications )
69 This paper has ne Immediate legislative implications. If the UN climate change n tions

result in new international climate change commitments for New Zealand,

updates to the negotlating
in the Regulatory Impact A
position far the Cancu
Analysis, or a Reg

gr 2011). Any additional Regulatory Impact
uvired for this paper, The Regulatory Impact
Analysis Team regulatory Impact analysis prepared by MFAT for the
Kyoto Protocal nd conslders that, given the uncertainties and constraints on analysis

lnherentw otiation, tion and analysls summarised in this paper meets the
ity d55U riteria.

isions are sought from Minlsters that require consideration of
for implementation, assessments of regulatory impact willl be

73 n National Interest Analysis {incorporating a full Regulatory Impact Analysis) will
be ented to Cablnet when negotiations have concluded and any resulting treaty is submitted for
a z

| city

New Zealand's negotlating position is likely to be the subject of public comment during the
Doha negotiations. e B 3 ’
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|_IOffit:iaIs are developing a communicatlons plan to address any public comment on  _ - -{ Comment [3T301: sk}

these issues.

75 This paper contains information that could prejudice Mew Zealand's position in the

internatlonal climate change negotiations and it is therefore appropriate that this paper not be
publicly released at this time, subject to Official Informatlon Act requirements. @

]
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Recommendations

The Minister for Cllmate Change Issues recommends that the Committee:

1 Note that the Ministerial conference of the United Natlons Framework Conve @

Climate Change will take place in Doha, Qatar from 26 November-7 December 2012;

2 Note that the meeting is expected to finalise decisions around a Kyata Protocol nd

commitment period (CP2), terminate the ‘Conventlon track’ negotlations in t i

Group on Long-term Cooperative Action (AWG-LCA) and make progress on the“negatiat

new climate change legal agreement under the Durban Platform (ADP);

3 Confirm that New Zealand’s mandate for International climat a negotiagion
1 ma

detailed in CAB Min (11) 36/6, CAB Min {10) 43/58 and CAB Mi ins v,
pro

extent not overtaken by the following decisions) and should guyi land’s ge
at the Doha meeting;

Kyoto Protocal Negotiations

4 Note that it is likely and desirable
Doha, thus completing the current negotis

m

will be adopted in

5 Agree that subject to recopime i £ Zes should join consensus on
adopting Kyoto Protocol amendments a =

6 Note that whether or ‘a6 P2 commitment it would nonetheless

need to undertake a estlc treaty process der, to accept the amendments and that
legisiative amendments t the con the' treaty process could be included in the
2015 review of th atg Chiange Respo

7 ew Zealand t support provisional application of the Kyoto

Protocol
applicat

commitment period under the Kyato Protocal n preference
lignment with the expected entry into force of the new climate

i @ea[and’s preference is for no limits on the ability to carry over surplus
au its-from the end of the first cormmitment period (CP1), but that a restriction
{cepiab

;in order t

z ravided it ensured no constraints on New Zealand’s ability to bank and use
against future commlitments;

ote that there are arguments for and against New Zealand taking a CP2 commitment but

ance, considering domestic interests, the intentions of trading partners and competitors

terms of longer-term strateglc objectives, taking a CP2 commitment is unlikely to be
irable for New Zealand;



11 Note

12 Agree that, if Australia decldes to take a CP2 commitment, it would not preclude a
New Zealand decision to take its mitigation commitment under the Convention track;

13 Agree, on the basls of conslderations referred to in recommendation 10, that New Zeals
will not take a CP2 commitment but will instead take a post-2012 target under the Con
track, and will consider advice on the level of its target in light of the Doh

outcomes;

14 Note that New Zealand has agreed to work In step with Australia and thet it i
though naot essential, to announce decisions at the same time;

i5 Agree that New Zealand should announce this decision ong
announcement about its post-2012 commitment;

16 Direct officials to prepare advice for a Cabinet decis|
mitigation ambition, and the content of the Kyoto Protocol

. .- | comment UTs3k: s )

17 Note that New Zealand’s goal i t pp @ broad i international carbon
market, access to which is a key congitign of-Mew Zealand’ igajion target range;

18 Note that full access t Kyoto Pra
the Clean Development Meghan C
trade through the Internatio niaction Log

is currently limited to P

ons Trading, Including the ability to
facilitates Kyoto Protocal transactions),
commitments;

19 Note tha e s are seekl ict future access to the Kyoto Protocol flexibility
mechanisms to arties'taking a CP2 co itreent;

20 e that Zealand will seek to build support for access to the Kyoto Pratocol
flexibili amsms for all Rartie ess of whether they take a CP2 commitment or a target

un onvertion Track)

@ ____________________________ .- CommentOTdLsy |

22 l
. B _ - Comment [IT351: sjzifil ]

@ | f‘ . - | Comment [17361: s2)01 ]




. be declded by Cabinet on the basis of the advice descrike
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24 Note that in the event of being locked out of Kyoto Protocol flexibility mechanisms,

New Zealand would seek to negotiate bilateral arrangements for access to carbon markets;

25 Note that being locked out of Kyoto Protocol flexibility mechanisms may also affect the

level of mitigation ambition that New Zealand is able to commit ta internatlonally;

An Emissions Reduction Target Qutside Kyoto

26 Note that countries representing more than 70% of global emissions
mitlgation actlon In the 2013-2020 transitlon under the Conventlon track, including
quantified reduction pledges by all developed countries other than New Zealand

pledge a single, firm emissions reduction target;

§§7

27 Nate that if New Zealand does not take a CP2 commitment, it will be éx9astdd that wi§

28 Note that New Zealand’s 2020 conditional mitigation targetva
. 3

30 Agree that while not taking a CP2 commitment)Ne
Kyota Protocol framewark of rules during the tran ;

recomirien

- -f Comment [1T37]; 8{2)(A ] j

e

- ( Comment [JT38]: Recommendations

31-34 out of scape
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Decision-making

41 Confirm that the delegated authority for declslon-making on New Zealand's position in the
international negotiatlons, as detalled In EGI Min {11} 21/3, CAB Min (10} 43/5B, CAB Min (03)
42/16 and confirmed in CAB Min {11) 36/6, remains current, except where updated through thls
paper;

-~ Co
" 35

mment [JT39]: Recommendations
37 out of scope

r

Co;ment [ITra0]: Hecunr;;;&

e ——

- ‘l‘ 38-40 out of scope
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Publicity

42 Note that this paper contains information that could prejudice New Zealand's position in
the International climate change negotiations and Its bilateral relations with Australia, and that it is
therefore appropriate that the paper not be publicly released at this time, subject to Officlal
Informatlon Act requirements;

43 Note that a communications plan s being developed should New Zealand’s negotiating
position draw significant public comment, I

56(6)(0)

i ... - = Comment [17417: gy

Hon Tim Groser ) Date

Minister for Climate Change Issues




