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IN CONFIDENCE

In-Confidence

Office of the Minister of Climate Change

CBC - Cabinet Business Committee

Public consultation on the second emissions reduction plan
Proposal
1 | seek approval to:

1.1 carry out public consultation for the second emissions reduction plan (ERP2)
starting in mid-July

1.2 release a discussion document to be used for public consultation (Appendix 1).
Relation to government priorities

2 This proposed consultation is consistent with relevant commitments contained in the
Act-National, and New Zealand First-National Coalition Agreements, and the Prime
Minister’s ninth public service target to limit net emissions to 290 Mt for 2022-2025 and
305 Mt for 2026-2030.

Executive Summary

3 | have a statutory duty as the Minister of Climate Change to prepare and publish an
emissions reduction plan by the end of 2024. This plan will support the delivery of the
Prime Minister’s public service target nine.

4 ERP2 is the first opportunity for us as a Government to publish our plan that sets out
our overall approach to reducing emissions over the medium term. It must set out the
Government’s policies and strategies to meet the second emissions budget (EB2 -
2026-2030). It also may contain policies and strategies for meeting later emissions
budgets, and that set New Zealand on a longer-term pathway to 2050.

5 The discussion document will align with our Coalition Agreements, the Government’s
recently agreed climate strategy, and will reflect our least cost approach to tackling the
climate challenge, including:

5.1 Looking at climate mitigation through an economic lens.

52 Taking a net-based approach to leverage key competitive advantages like the
availability of land for forestry and other removals.

5.3 Restoring confidence in the ETS for it to deliver the most efficient, flexible and
cost-effective path to 2050.

6 I have worked closely with responsible Ministers to develop the proposed sector
policies included in the discussion document. Increased renewable energy generation
and electrification will be a key theme of the five-year period of ERP2 and is something
most New Zealanders support.
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With approval from Cabinet, | intend to use a discussion document with a technical
annex (Appendix 3) for public consultation. | believe a discussion document strongly
focused on the key drivers will allow us to highlight the key actions needed to meet the
emissions budgets and provide sufficient information for informed submissions.

The discussion document will be supported by a ‘snapshot of the consultation’
document, which will be a fully designed, visually engaging document aimed at the
general public. It will introduce the Government’s approach to New Zealand'’s climate
change response, including the key policies we intend to deliver to reduce emissions.

During the consultation phase, there will be digital panel discussions, online workshops
for public and private sector/industry groups, and hui with treaty partners. The public
would be able to provide written response by completing online forms or through email.

Our approach to New Zealand'’s climate change response

18

19

The discussion document highlights that we support a market-led approach that
delivers a least-cost transition by leveraging key competitive advantages like the
availability of land for forestry and other removals. We also plan to cut red tape and
reduce other barriers to make it easier and cheaper for business and households to
make emissions conscious investments, decisions and actions.

It also highlights the five key pillars that underpin our key actions for ERP2 and what
these actions tangibly mean for the public. These are:

19.1 Infrastructure is resilient and communities are well prepared.
19.2 Credible markets support the climate transition.

19.3 Clean energy is abundant and affordable.

19.4 World-leading climate innovation is boosting the economy.

19.5 Nature-based solutions address climate change.

Sector Policies

20

21

The CCRA requires an emissions reduction plan to include a multi-sector strategy and
sector-specific policies. | am therefore including policies on energy, transport,
agriculture, forestry, non-forestry removals and waste in the discussion document.
These policies have been agreed and led by portfolio ministers and are consistent with
Coalition Agreements.

A table of proposed policies for each sector can be found in Appendix 4. | am raising
this with Cabinet to consider the proposals in their totality.

The role of upcoming NZ ETS setting decisions

22

A key part of our approach to responding to climate change is the NZ ETS.
Consultation on NZ ETS auction settings occurred from 15 May to 14 June. The NZ
ETS settings determine how many units are available for participants to purchase at
Government auctions. The decisions on NZ ETS auction settings are materially
important for the final ERP2 and will be included in the final plan. The ERP2 discussion
document does not presuppose any particular outcome of the NZ ETS settings
consultation, which will follow its own process.
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Consultation with Maori has been taking place and will continue during the public
consultation phase. s9(2)(f)(iv)

The Crown’s broader obligations will be informed by the Maori rights and interests in
ERP2. The discussion document sets out the implications of policies on Maori
particularly in the forestry, energy and agricultural sectors.s 9(2)(f)(iv)

Supporting sectors to adapt to the effects of climate change

55

56

The CCRA requirement to include a multi-sector strategy in ERP2 has a component to
improve the ability of sectors to adapt to the effects of climate change.

To meet this requirement, | have asked officials to include a section that links to the
role of the national adaptation plan and other sector-led adaptation plans and priorities.
This will explain how adaptation has been addressed in sector-specific policies to
ensure they are resilient to future climate impacts, support adaptation co-benefits, and
avoid maladaptation.

Our international obligations

57

58

Under the Paris Agreement, New Zealand has an NDC1 target of reducing greenhouse
gas emissions to 50 per cent below gross 2005 levels by 2030. This target is more
challenging than our domestic emissions budgets and New Zealand is currently
substantively off track to meet this target.

The ERP2 discussion document notes the scale of the challenge and the
Government’s commitment to the target, as previously signalled publicly. 59(2)()
(iv)

Ensuring we remain on track requires consideration of the impact of stopping actions from the
first emissions reduction plan

59

60

61

62

Our approach to the climate change response has resulted in stopping work on some
climate policies (or actions) that were included in ERP1 (covering 2022-2025) but are
not aligned with or are no longer considered a priority. This is aside from the new
policies we are proposing as part of ERP2 (covering 2026-2030).

| am asking Cabinet to note the ERP1 actions that have stopped, as set out in Appendix
5, and the anticipated emissions impact of doing so.

Cabinet has previously noted the closure of other ERP1 actions, such as the Clean
Car Discount and the Government Investment in Decarbonising Industry fund. In
addition, some ERP1 actions were stopped by the previous administration. These are
outlined in Appendix 6.

Removing the additional actions (outlined in Appendix 6) is not expected to have a
material impact on meeting EB1, as most do not have a direct impact on emissions.
The interim baseline projections indicate that the central estimate of our emissions is
below the EB1 limit.
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As such, | consider that ERP1 is still sufficient to meet ERP1, despite recent policy
changes. | note that some of these actions may have contributed to emissions
reductions in later emissions budgets periods, including EB2 and beyond. This will be
addressed when preparing and finalising ERP2.

The CCRA provides a mechanism for amending emissions reduction plans. Any
change to an ERP that is more than minor or technical requires the same process
required for preparing the plan (ie, consideration of the Climate Change Commission’s
advice for meeting that emissions budget and adequate consultation).

We now have a number of stopped policies and a changed approach to meeting
domestic emissions budgets, including the plan to meet EB1.

As part of the broader ERP2 consultation, | propose to consult on the Government’s
revised approach to meeting emissions budgets, including the change in approach to
meeting EB1 via an amended ERP1.

| propose that the ERP2 discussion document provides all the ERP1 actions that are
no longer part of the plan to inform the public on the totality of changes to ERP1 and
to enable an efficient public consultation on our approach to meeting our climate
change targets. s 9(2)(h) The discussion document
will also seek the public’'s feedback on the impacts of stopping work on policies, and
the implications of this for ERP2.

I acknowledge the margin for meeting EB1 is small, around 8Mt (just under 3% of the
total emissions budget), and we will need to proceed with caution if making any further
changes to ERP1. | will continue to receive regular reporting from the Climate Change
Chief Executives Board on ERP1 implementation and progress against EB1.

Consultation and next steps for ERP2

69

70

71

I recommend holding public consultation in mid-July and lasting for approximately 4
weeks. | recommend Cabinet delegate to me the decision on the final launch date for
publication. This provides time for the Government to reflect and incorporate feedback.

The activities in the public consultation phase include digital panel discussions, online
workshops for public and private sector/industry groups, hui with treaty partners,
attending meetings hosted by external organisations and professional networks to
present, and connecting with advisory groups. The public would be able to provide
written response by completing an online submission form or by sending through
feedback via email.

The consultation will be an interagency process, where all agencies will directly engage
with their principal stakeholders, as well as being part of other events as appropriate.

Implementation

72

73

This Cabinet Paper seeks approval to consult. The final ERP2 needs to be published
by 31 December 2024, and will go into effect in January 2026, although individual
policies may be started sooner.

The ERP2 and EB2 period commences on 1 January 2026.
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the Earthquake Commission; Land Information New Zealand, Ministry for Culture and
Heritage; Ministry of Health; and the National Emergency Management Agency.

84 All Ministers’ offices were consulted on this paper and the draft discussion document.
DPMC and the Prime Minister’s office was also consulted.

Communications

85 The attached discussion document will form the core part of the planned public
consultation as outlined above.

86 A snapshot of the consultation document, a visually engaging document aimed at the
general public, will also be released as part of the consultation.

Proactive Release

87 This paper will be proactively released, subject to redactions as appropriate under the
Official Information Act 1982 at the start of the Consultation period.

Recommendations

The Minister of Climate Change recommends that the Committee:

1 note that we must publish the second emissions reduction plan (ERP2) by December
2024.
2 note that the Climate Change Response Act 2002 requires adequate consultation on

an emissions reduction plan to meet the relevant emissions budget.
3 agree to public consultation being carried out for ERP2 in mid-July.

4 agree to the release of the ERP2 discussion document to be used for public
consultation.

5 agree that the Minister of Climate Change may make administrative, technical,
linguistic, and stylistic changes to the discussion document and technical annex. that
do not impact the policy decisions made in this Cabinet paper, consulting with
Responsible Ministers where relevant.

6 note that the final ERP2, due at the end of 2024, must be sufficient to meet the second
emissions budget.

7 note that the discussion document will show how the Government is tracking against
meeting the emissions budgets, and state that the Government is undertaking further
work to ensure that it meets the sufficiency test in Recommendation 5 above.

8 instruct officials to undertake work to quantify all policies proposed in the final ERP2
and produce qualitative evidence where they are unquantifiable.

9 s 9(2)(f)(iv)

10 note my preliminary view is that the Government has a credible and plausible path to
meet the second emissions budget, and we will be able to confirm this ahead of the

11
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final ERP2 decisions (with an improved understanding of new policies and after we
have taken decisions on NZ ETS settings).

note that, following consultation, the Minister of Climate Change, will seek final policy
decisions from Cabinet to enable the final ERP2 to be published in the New Zealand
Gazette by 31 December 2024.

s 9(2)()(iv)

note that as a result of our change in approach to meeting emissions budgets, work
has stopped on a number of actions in the first emissions reduction plan (ERP1),
outlined in Appendix 5 of this paper.

note that the majority of the ERP1 actions outlined in Appendix 5 have no directimpact
on emissions for the first emissions budget (EB1) and | do not anticipate that
discontinuing them will materially affect our ability to land within EB1. Any impact on
later emissions budgets will be addressed through the development of ERP2.

note that the extent of changes to ERP1 since the start of the plan requires the plan
to be updated to present an accurate record of our current plan to meet EB1 (see
Appendices 5 and 6).

note that information on all discontinued ERP1 actions (as outlined in Appendices 5
and 6) will be included within the ERP2 consultation document to consult on the
implications of the overall change in approach to meeting the first emissions budget.

Authorised for lodgement

Hon Simon Watts

Minister of Climate Change
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Appendices
Appendix 1: ERP2 discussion document

Appendix 2: Table of primary CCRA requirements and the sections of the
discussion document addressing them

Requirement under the CCRA Sections in the ERP2 Discussion
Document

Sector-specific policies to reduce emissions | Page 43 - 103

and increase removals (Section 5Z2G(3))

A multi-sector strategy to meet emissions Page 105-109
budgets and improve the ability of those
sectors to adapt to the effects of climate
change (Section 52G(3))

A strategy to mitigate the impact on Page 98 - 107
employees and employers, regions, iwi and | Page 27
Maori, and wider communities, including the
funding for any mitigation action (Section
5ZG(3)) (and see s 3A(ad))

Any other policies or strategies that the
Minister of Climate Change considers
necessary (Section 5Z2G(3))

Consider the advice received from the
Commission under section 5ZH for meeting | Page 28-34 — signalled in the DD
emissions budget.(Section 5ZI(1)(a))
Section 5ZH: the Commission must provide
to the Minister advice on the direction of the
policy required in the emissions reduction
plan for that emissions budget period

The requirement for an ERP to meet the Tracking our progress towards meeting
relevant emissions budget (Section 5Z2G emissions budgets Page 36 - 41

(1)(2))

(Section 5ZI(3)) The Minister may, at any Tracking our progress towards meeting
time, amend the plan and supporting emissions budgets, Page 36 - 39

policies and strategies to maintain their

currency,—

(a) using the same process as required for
preparing the plan; or

(b) in the case of a minor or technical
change, without repeating the process used
for preparing the plan.
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10.1.1.6 Require new investments for Minister of Abatement impact for this initiative was
transport projects to demonstrate Transport not modelled at the time it was included in
how they will contribute to emissions- the ERP1. There is likely to be some
reduction objectives and set a high abatement impacts however this is difficult
threshold for approving new to quantify at this time.
investments for any transport
projects if they are inconsistent with
emissions-reduction objectives
10.1.4 Establish a high threshold for new Minister of Abatement impact for this initiative was
investments to expand roads, Transport not modelled at the time it was included in
including new highway projects, if the the ERP1. There is likely to be some
expansion is inconsistent with abatement impacts however this is difficult
emissions-related objectives to quantify at this time.
10.4.1 Ensure the next Government Policy Ministry of Abatement impact for this initiative was
Statement on Land Transport (GPS- Transport not modelled at the time it was included in
LT) guides investment consistent the ERP1. There is likely to be some
with the emissions reduction plan abatement impacts however this is difficult
to quantify at this time.
11.2.2 Ban new fossil-fuel baseload Minister for Officials consider this initiative is not likely
generation Energy to have an emissions reduction benefit.
There is a low likelihood that generation
developers will build new fossil fuel
baseload due to its higher cost compared
with renewables coupled with the ETS
making fossil-fuel baseload generation
less competitive. There are also
uncertainties with future gas supply.
11.3.1 Manage the phase out of fossil gas. Minister for No direct abatement impact. Workstreams
Develop a gas transition plan Energy will continue under gas security of supply
workplan.
11.4.1.a Develop a mandatory energy and Minister for No direct abatement impact.
emissions reporting scheme Energy
11.5.1 Monitor progress towards the Minister for No direct abatement impact.
aspirational renewable electricity Energy
target
13.11 An emissions pricing mechanism is Minister of Deferring agricultural emissions pricing
developed, and agricultural Agriculture from 2025 is expected to have an
emissions are priced by 1 January abatement impact. The level of impact will
2025 depend on future decisions related to
agricultural mitigation actions.
13.1.2 All producers will have emissions Minister of No direct abatement impact.
reports by the end of 2022 and a Agriculture
farm plan in place by 2025
13.3.1 Develop further climate-focussed Minister of No direct abatement impact.
extension and advisory services Agriculture
14.1.1a Ensure regulatory settings deliver the | Minister of No direct abatement impact.
right type and scale of forests, in the Forestry

right place
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