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IN CONFIDENCE

7 Establishment of the Centre is progressing well, including negotiations with industry
on the 50:50 public private JV. Officials are undertaking JV negotiations based on
the decisions of Delegated Ministers (the Prime Minister, Deputy Prime Minister, the
Minister of Agriculture, and the Minister of Research, Science, and Ihnovation)
[Cab-22-MIN-0105 refers]. On this basis the JV is expected to take the form of a
limited liability company and to be led by a skills-based board. The Centre, and the
new JV, are intended to be officially launched in November, at Fieldays 2022,

8 Standing up the JV by the end of 2022 will help keep us on track towards achieving
our 2030 greenhouse gas emissions targets. Indicative commitment would see
$172 million invested over the first four years (split evenly between industry and the
Crown). Industry partners can appoint their board members in line with this timeline,
and so | will be driving for the prompt appointment of the inaugural
Crown-appointees to the Board as quickly as possible, and no laterthan in
December 2022.

9 To gain momentum, the Minister of Agriculture is supporting early investments
being made ahead of the formal establishment of the Centre. This includes
investments in greenhouse gas measurement infrastructure, and priority research
and commercialisation opportunities.

Investigation into an Early Adopters Fund

10 Officials were tasked with investigating an Early Adopters Fund to incentivise the
adoption of available mitigation technologies, which reflects our desire to support
the sector to transition to operating in a priced environment. However, | am keenly
aware that current mitigation options are very limited, particularly for the sheep,
beef, and deer sectors, and this means there are risks of some sectors being
differentially impacted by the emissions pricing mechanism due to the lack of
solutions available for their systems.

11 This means there is acute need for a more comprehensive approach than simply
setting up an Early Adopters Fund — as such a fund would not have our desired
level of impact, given the lack of available tools and technologies.

12 22OV

13
9(2)(f)(iv) A prime example of this is the investment we are already
making, that will be announced at Fieldays, to accelerate the availability and
uptake of low methane sheep genetics.
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IN CONFIDENCE

38 | consider that support for uptake and driving early adoption is important — however,
| am keenly aware that current mitigation options are very limited, particularly for the
sheep, beef, and deer sectors. This is of particular concern because it means these
sectors’ are at risk of being differentially impacted by the emissions pricing
mechanism, under which farmers will receive an incentive discount for using
approved practices and technologies. | am firmly of the view that this speaks to the
need for a more comprehensive approach than simply setting up an Early Adopters
Fund - as such a fund would not have much impact given the lack of available tools
and technologies. '

40 | expect that these options will include and leverage the opportunities available

through the Centre.

_ And funding of approximately $2.3 million
is also being made available to co-fund a Beef + Lamb New Zealand led
programme (approximate total value: $4.3 million) to remove barriers to on-farm
uptake of low methane sheep genetics by:

40.1 supporting the breeding sector to select rams for hereditable low methane
genes;

40.2 increasing the pool of low methane genetics (rams) available;

40.3 developing communications and engagement systems to inform commercial
farmers of the opportunities and benefits low methane sheep provide;

40.4 ensuring that the impact of low methane rams can be accurately recorded in
on farm greenhouse gas calculators, and ultimately New Zealand's
greenhouse gas inventory.

" Contributing to this concern is the concentration of M&ori assets in sheep and beef farming (estimates
suggest Maori operate up to 25 percent of New Zealand'’s sheep and beef farmland).

* For example, to fill the knowledge and data gaps that currently exist about the effect of different climate and
dairy farm effluent management conditions, as occur across New Zealand.

This equates to less than 1/10 of the
annual gap agriculture faces to meet its sub-sector target during the first emissions budget period (2022-
2025). Further work is also needed to understand whether this technclogy would be adopted by farmers if

government co-funded the upfront cost of the technalogy
8
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Supporting early adoption through the Centre, including via the JV, means that it
will occur within the broader context of making mitigation tools available. This
approach also does not preclude the option of providing direct support to

incentivise adoption where this is appropriate . 22)M(V)
92)(H(iv)

Report back on the investigation of emissions reduction opportunities on Pamu
farms

42

43

44

45

46

47

DEV agreed that the Treasury and MP| officials would work with Pamu to
investigate options to further reduce its gross emissions beyond those currently
planned by Pamu.

Pamu’s Board has agreed to investigate a short list of emission reduction initiatives
that could have spill over benefits for the wider sector. Pamu considers the most
effective role it can play in supporting emissions reduction across the sector, is to
validate and pilot implementation pathways for technologies, practices, and system
changes from the pre-commercialisation to commercialisation stages.

Playing a validation and piloting role would take advantage of the variety of farm
systems, farm sizes and geographic locations Pamu operates across, as well as its
large administrative infrastructure. These attributes make Pamu well placed to
partner with research entities, and oversee, monitor, and promote pilots and trials
that are widely applicable.

Also, of relevance is that MPI's Agriculture Emissions Reduction - Accelerating
Development of Greenhouse Gas Mitigations initiative includes support for
demonstration farms. This work is at an early stage, however, MPI anticipates
partnering to deliver this. Pamu’s potential role as a partner in this work will be
considered alongside all other potential partners, and not on a preferential basis.

Once Pamu has sufficiently developed proposals for its emission reduction
initiatives, it could go through the application process for existing MPI| contestable
funding mechanisms, such as the Sustainable Food and Fibres Future fund. Any
consideration of an application would be in line with normal processes.

Pamu’s ability to leverage co-funding from MPI will depend on whether it can
support the balance of project costs and the ongoing operational expenses with its
principal objective under State-Owned Enterprises Act 1986 (SOE Act). Relying on
co-funding from existing, contestable MPI| sources minimises the risk of creating an
unintended expectation that other farmers should be given further direct financial
assistance to reduce emissions.
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Other approaches considered for Pamu

Entering into an agreement with Pamu to retire land used for livestock production

48

49

Officials identified the option of paying Pamu directly to undertake specific actions
that reduce emissions within the first emissions budget (2022-2025) such as retiring
land used for livestock production. Section seven of the SOE Act allows Pamu to
take these actions in exchange for payment by the Crown. This option could be
utilised at any time, subject to Budget processes.

Officials discounted this option as it would not necessarily model an emissions
reduction pathway that could be replicated by the wider sector. It could also create
an expectation of providing payments in exchange for emissions reduction across
the sector.

Next steps

20

o1

My officials and their counterparts in partner agencies will continue to progress
negotiations with industry on the establishment of the JV and wider Centre, with the
official launch for the JV to occur at Fieldays 2022.

| will be seeking to engage with you on progressing director candidates through the
Cabinet Appointments and Honours Committee as soon as possible and no later
than early December 2022.

5o 9()MIv)

93

Over the next six months, officials expect Pamu to further refine emissions
reduction initiatives and move through contestable funding application processes.
This process will allow Pamu and MPI to assess the commercial and public costs
and benefits of initiatives. The shareholding Ministers of Pamu will report back to
DEYV in the first half of 2023 to update Ministers on progress of Pamu's funding
applications.

Financial Implications

54  The Centre will be funded from the $338.8 million over four years allocated to the

Agriculture Emissions Reduction — Accelerating Development of Greenhouse Gas
Mitigations initiative as part of the Climate Emergency Response Fund in Budget
2022. Outyear funding of $122 million per annum has also been allocated. It is
expected that approximately two-thirds of the funding will be invested through the
Centre. The JV is expected to be a 50:50 public private partnership, with industry
signalling a commitment to match government funding up to $50 million per year.
This funding will support biological emissions reduction research, development, and
commercialisation. Some of this funding may also support early adoption of
mitigations.

10
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95  We expect that any funding to support early adoption or emissions-pricing transition
related activities would be drawn from the $338.8 million in funding for Agricuiture

Emissions Reduction — Accelerating Development of Greenhouse Gas Mitigations,
92 (M)

56 Any co-funding for successful Pamu-developed emissions reduction initiatives is
anticipated to be provided from publicly available contestable funds run by MPI,
such as the Sustainable Food and Fibre Futures fund. If Pamu was identified as an
appropriate demonstration farms partner, any support for this would be provided
from the Agriculture Emissions Reduction — Accelerating Development of
Greenhouse Gas Mitigations funding.

Legislative Implications
57 There are no legislative implications of the proposal.

Impact Analysis

Regulatory Impact Statement

58 There are no regulatory proposals in this paper, and therefore Cabinet’s impact
analysis requirements do not apply.

Climate Implications of Policy Assessment

98 The Climate Implications of Policy Assessment (CIPA) team has been consulted
and confirms that the CIPA requirements do not apply at this stage as no decisions
are being sought. As proposals are developed further, emissions implications will
be assessed and disclosed as appropriate.

Population Implications

60 The Centre will support getting mitigations into the hands of farmers, including
whenua Maori entities, to support a just transition. New mitigations are also
intended to enable options to reduce emissions without significant economic trade-
offs or land-use change that directly impacts the wellbeing and social cohesion of
our rural communities.

Human Rights

61 There are no inconsistencies between these proposals and the New Zealand Bill of
Rights Act 1990 or the Human Rights Act 1993.

11
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Te Tiriti o Waitangi Implications

62 The Crown, through the Centre, will give effect to Te Tiriti o VWaitangi principles of
partnership, active protection, equity and options. The Centre will provide equitable
support for matauranga research and Maori-led innovation and develop a breadth
of mitigation options to ensure that Maori landowners, farmers and agribusinesses
maintain their Mana Motuhake over their affairs and are able to operate and reduce
emissions in a way they see is successful and aligns with their worldview. It is also
expected that Maori will be direct partners in governance and monitoring of the
Centre, in addition to partners at several levels of the Centre,

Consultation

63 The following government departments and agencies have been consulted on this
Cabinet paper: Department of the Prime Minister and Cabinet, Treasury, Public
Service Commission, Ministry of Business, Innovation and Employment,
Department of Conservation, Ministry of Foreign Affairs and Trade, Ministry for the
Environment, and the Office for Maori Crown Relations — Te Arawhiti

ey 200

65 Representatives of the following companies have been significantly involved in
discussions on the JV: ANZCO Foods Limited; Fonterra Co-operative Group
Limited, Livestock Improvement Corporation; Ngai Tahu Holdings Corporation
Limited; Ravensdown Limited; Silver Fern Farms Limited; Synlait Milk Limited.
Other companies who have indicated interest in the JV's purpose have also been
engaged. AgResearch Limited has been involved in discussions on the Centre. A
wider range of other stakeholders have informed the design of the Centre. Pamu
has been engaged on matters related to reducing its emissions.

Communications

66 No specific communications are intended for this paper, The JV will be launched in
November at Fieldays 2022, within the context of the Centre. The Ministry for
Primary Industries is developing a communications plan in support of this and
establishment of the Centre more broadly.

Proactive Release
67 | propose that this paper is proactively released on the Ministry for Primary

Industries website after the Centre is launched in 2022, subject to redactions in
keeping with the principles of the Official Information Act 1982.

12
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12

13 Note that the Minister of Climate Change will be kept informed of further progress
on the Centre for Climate Action on Agricultural Emissions and related
considerations of early adoption support as appropriate;

Investigation into support for Pamu to reduce its emissions

The Minister of Finance, the Minister of Agriculture, and the Minister for State Owned
Enterprises recommend that the Committee:

14 Note in March 2022 DEV invited me to report back on how the government could
support Pamu to reduce gross emissions further [DEV-22-MIN-0059];

15 Note that Pamu’s Board has agreed to investigate a short list of emission reduction
initiatives that could have spill over benefits for the wider sector, and that once

sufficiently developed these may be eligible to be considered for co-funding support
from existing contestable funds, such as Sustainable Food and Fibre Futures;

16 Invite shareholding Ministers and the Minister of Agriculture to report back to DEV
in the first half of 2023 on the progress of Pamu’s emissions funding applications.
Authorised for lodgement

Hon Grant Robertson
Minister of Finance

Hon Damien O'Connor
Minister of Agriculture

Hon David Clark
Minister for State Owned Enterprises
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