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Review of the New Zealand Emissions Trading Scheme

Portfolio Climate Change

On 27 September 2022, following reference from the Cabinet Economic Development Committee, 
Cabinet:

Background

1 noted that in Ināia tonu nei: a low emissions future for Aotearoa, the Climate Change 
Commission (the Commission) recommended that the government amend the New Zealand 
Emissions Trading Scheme (NZ ETS) to strengthen incentives for gross emissions 
reductions and to manage the amount of exotic forest planting the scheme drives, in line 
with its advice on the emission reductions and removals needed to meet emissions budgets 
(recommendations 11.1 and 25.2a);

2 noted that in December 2021, Cabinet agreed to prioritise gross emissions reductions in the 
emissions reduction plan (ERP), alongside maintaining support for net emissions reductions,
in line with the Commission’s analysis and advice on emissions budgets 
[CAB-21-MIN-0547.02];

3 noted that in May 2022, as part of the ERP, Cabinet agreed in principle to the 
recommendations of the Commission to amend the NZ ETS to strengthen the incentives for 
gross emissions reductions and to manage the amount of exotic forests driven by the 
scheme, subject to the outcomes of a targeted review of the NZ ETS [CAB-22-MIN-0152];

Purpose of the review of the NZ ETS

4 agreed that the first phase of the review will consider what balance of gross and net 
emissions reductions should be incentivised through the NZ ETS, and will develop 
recommendations on a preferred balance of both gross emissions reductions and emissions 
removals required to meet the emissions budgets;

5 agreed that the second phase of the review will include proposals to amend the NZ ETS to 
drive gross and net emissions reductions in line with the government’s preferred balance;

6 agreed that the other matters in-scope of the review, described in paragraphs 8.1 and 8.2 
below, will be considered alongside the balance of emissions reductions incentivised by the 
NZ ETS in the first phase of the review;
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