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Office of the Minister for Climate Change Issues 
Chair 

Cabinet Economic Growth and Infrastructure Committee 

New Zealand Emissions Trading Scheme Review: moving to full surrender 
obligations. 

Proposal 
1. The paper seeks Cabinet’s approval to amend the Climate Change Response 

Act 2002 (CCRA) to phase out the one-for-two transitional measure, which 
allows some participants to surrender one unit for every two tonnes of 
emissions, in the New Zealand Emissions Trading Scheme (NZ ETS). 

2. The one-for-two transitional measure means participants from the non-forestry 
sector face a 50% surrender obligation.1 One-for-two also applies to non-
forestry allocations2 and entitlements,3 and the synthetic greenhouse gas levy.4 

3. I propose to evenly phase out the one-for-two transitional measure over either 
two or three years, and that the amendments to the CCRA are introduced in 
conjunction with Budget 2016. I also propose to maintain the existing $25 fixed 
price option (the price cap). 

4. I recommend that the amendments take effect from 1 January 2017. 

Executive summary 
7. The Government is reviewing the NZ ETS in two stages to determine how it can 

best support New Zealand in both meeting its climate change targets and 
transitioning to a low-carbon economy. This paper reports back on the first stage 
of the review; removing the one-for-two transitional measure and managing the 
costs of this change. This includes consideration of changing the $25 price cap. 

8. I propose to remove one-for-two over either two or three years from 2017. This 
will ensure the removal of the one-for-two transitional measure is well signalled, 
businesses can plan for future cost impacts and treats sectors in the NZ ETS 
equally. This approach is supported by consultation feedback, including from the 
business sector. 

9. The one-for-two transitional measure was introduced in 2009 to moderate the 
initial impacts of the NZ ETS including during the global financial crisis. The one-
for-two transitional measure has the effect of halving the effective carbon price 
for affected participants.  

1 The one-for-two surrender obligation applies to participants from non-forestry sectors. This includes participants 
from the liquid fossil fuels, stationary energy, industrial processes and waste sectors. It would also apply to the 
agriculture sector if they faced surrender obligations under the NZ ETS. The forestry sector already surrenders 
one unit for every tonne of emissions. 
2 These include free allocations of units to emissions-intensive trade-exposed industries. It would also include 
agricultural allocations if the agriculture sector faced surrender obligations. 
3 These include unit entitlements for other removal activities, such as exporting synthetic greenhouse gases. 
4 The levy is imposed on imported goods and vehicles that contain synthetic greenhouse gases, where it is 
impractical for the importer to be a participant in the NZ ETS. 
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10. It is important to remove the one-for-two transitional measure because it 
reduces the current stockpile of New Zealand Units (NZUs). There are currently 
140 million NZUs held in private accounts (this is currently valued at $1.54 
billion). 5 If the one-for-two transitional measure is not removed, this stockpile, in 
combination with other NZ ETS settings, will create a potential fiscal risk after 
2020.6 This is because NZUs surrendered after 2021 will not count towards our 
new target, and may need to be purchased separately by the Crown at 
potentially higher carbon prices. Phasing out the one-for-two transitional 
measure will reduce this potential fiscal risk to an appropriate level. 

11. Removing the one-for-two transitional measure will influence business decisions 
and incentivise emission reductions. It will start sending the message to 
businesses they are responsible for their emissions and help us meet our 
international obligations.  

12. Phasing out the one-for-two transitional measure will result in a fiscal benefit 
between $326 and $393 million over the next four financial years, when phased 
out over three or two years respectively. 

13. I have carefully considered the impacts on businesses, households and the 
wider economy of removing the one-for-two transitional measure and am 
satisfied that the benefits of removing the one-for-two transitional measure 
outweigh the following costs:  

• an impact on annual gross domestic product (GDP) of up to -0.1% as 
estimated by macroeconomic modelling7  

• increased costs to households of $33 per year8 

• increased farm-gate costs to dairy farmers of $1,519 per year9 

• increased costs to emissions intensive and trade exposed businesses   
14. Phasing out the one-for-two transitional measure is a fair and measured way to 

mitigate the costs to businesses and households. It gives businesses and 
households time to adjust to the increasing costs.  

15. The key difference between a two- or three-year phase out is the rate at which 
costs will increase for the economy, businesses and households. There is also 
an associated fiscal effect on the Crown.  

16. I propose to amend the CCRA as part of the Budget 2016 legislation. 

Background 
NZ ETS Review 

17. Given New Zealand’s intended 2030 target under the Paris Agreement it is 
important we assess our domestic response to climate change. Cabinet agreed 
to initiate a review of the NZ ETS in November 2015 (CAB-15-MIN-0217 refers) 

5 At the current NZU price of $11. 
6 Based on current projections of NZ ETS surrenders and allocations. 
7 These results are estimated with the removal of one for two at a $25 carbon price in 2020. Economic impacts of 
removing NZ ETS transitional measures, NZIER.  
8 For a median income household, at the current NZU price of $11.  
9 For an average dairy farmer, at the current NZU price of $11.  
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to assess its operation and effectiveness in light of our international obligations 
and achieving our intended 2030 target.10 

18. The review of the NZ ETS is being undertaken in two stages: 
(i) Stage one - priority issues: this stage has sought views on the removal of 

the one-for-two transitional measure and managing the cost of this 
change on businesses and households. This included consultation on 
whether the $25 price cap should be changed. 

(ii) Stage two - other matters: this stage focuses on a range of issues that 
impact on the overall settings of the NZ ETS. These include: how 
businesses take carbon prices into account in decision making; 
competitiveness impacts and free allocation; the supply of carbon units in 
the NZ ETS (including the role of forestry and international units); 
managing price stability; operational and technical issues; and barriers to 
the uptake of low emission technologies. 

19. Consultation on the second stage of the review closes on 30 April 2016. I will 
report back to Cabinet in June 2016 on the second round of consultation and 
how stage two matters will be progressed. The second stage will be a much 
longer process and there are a range of consultation options.  

The one-for-two transitional measure 

20. The one-for-two transitional measure was introduced in 2009 to moderate the 
initial impacts of the NZ ETS on businesses. It was extended in 2012 while New 
Zealand’s economy continued to recover from the global financial crisis. The 
New Zealand economy has grown strongly since then, averaging 2.5% per 
annum over the past five years.  

21. The one-for-two transitional measure was always intended as a temporary 
measure. Following the Paris Agreement, we need the NZ ETS to send an 
effective signal to business to reduce emissions and incentivise forest planting. 
To do so carbon must cost more than it does now. 

Why now – reducing the stockpile 

22. A key consideration when removing the one-for-two transitional measure is the 
impact on reducing the current stockpile of NZUs. There are currently 140 
million NZUs held in private accounts (this is currently valued at $1.54 billion).11 
If the one-for-two transitional measure is not removed, the exemption provided 
by the one-for-two transitional measure and the existing stockpile will create a 
potential fiscal risk after 2020.12  

23. If these stockpiled NZUs are used after 2020 they will not ‘count’ as emission 
reductions towards our international obligations, and the balance may need to 
be purchased by the Government at unknown and possibly higher carbon prices 
in the 2021 – 2030 period. Phasing out the one-for-two transitional measure will 
reduce this potential fiscal risk to an appropriate level.13 

10 New Zealand submitted an Intended Nationally Determined Contribution (INDC) as part of the Paris Agreement 
to reduce our greenhouse gas emissions to 30% below 2005 levels by 2030. 
11 At the current NZU price of $11. 
12 Based on current projections of NZ ETS surrenders and allocations. 
13 Phasing reduces the potential fiscal risk to a more appropriate level. Some units will remain in the stockpile at 
the end of 2020. This limits the Government’s options for managing the NZ ETS in future, for example it may 
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Public Consultation 

24. Consultation on the priority issues took place from 24 November 2015 to 19 
February 2016. The consultation consisted of a written discussion document and 
targeted stakeholder meetings. 

25. 278 written submissions were received in total, of these 76% support removing 
the one-for-two transitional measure. A key theme raised throughout 
consultation was the need for regulatory or policy certainty and well signalled 
changes. 

26. Overall, in both submissions and at meetings, the majority were supportive of 
removing the one-for-two transitional measure.  

27. A majority of submitters thought price shocks needed to be managed, with most 
favouring a gradual removal. Officials also consulted on changing the $25 fixed 
price option and this was not favoured by submitters. I am recommending this 
measure remains unchanged. 

28. Some firms oppose the removal of the one-for-two transitional measure due to 
concerns about increased costs and competitiveness. Appendix 1 includes the 
costs of removing the one-for-two transitional measure as a proportion of total 
revenue for large emitters.  

29. A summary of submissions in response to the written consultation is attached as 
Appendix 2. My proposals draw both on these written responses and on the 
points made in the stakeholder meetings. 

Consultation with Māori/iwi 

30. Six regional hui were co-hosted by the Climate Change Iwi Leaders Group 
(CCILG) and Ministry for the Environment officials. The focus of these hui was to 
seek feedback on the priority issues in relation to the interests of Māori and local 
iwi. 

31. Hui attendees expressed strong support for greater Government action on 
climate change in general. This included support for greater efforts to reduce 
emissions including removing the one-for-two transitional measure; and more 
action to support iwi, hapū, whānau and land owners adapt to the impacts of 
climate change. Hui also noted that Māori disproportionally bear higher impacts 
of any energy price increases. 

32. Māori have broad interests in the primary sector that may be impacted by 
changes to the NZ ETS, including dairy farming and forestry.14 CCILG strongly 
support the removal of the one-for-two transitional measure but have not 
expressed a preference with respect to the timing of its removal.  

33. Nine submissions on the priority matters were received from iwi or Māori 
organisations, including the CCILG. Eight of the nine submissions supported 
moving to full surrender obligations, most of which noted the associated benefits 
of reducing emissions and increased incentives for tree planting. Two also 

reduce the ability to auction units. However, maintaining a level of units within the market is important for the 
market to function. 
14 The CCILG support biological emissions from the agriculture sector being brought into the NZ ETS, tempered 
with caution regarding timing and extent. This is because Māori owned agribusinesses occupy a large portion of 
the Māori economic base. The CCILG also note that this issue is outside the scope of the current review. 
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highlighted their organisation’s need to balance afforestation benefits with 
increased pass-through costs to their other business interests including farming.  

Comment 
Recommended option 
34. I recommend that the one-for-two transitional measure is phased out beginning 

1 January 2017. There are two options for phasing out the one-for-two 
transitional measure: 

i. 2-year phase out – this would see the current 50% one-for-two 
transitional measure increased to 75% on 1 January 2017 and 100% on 
1 January 2018. 

ii. 3-year phase out – this would see the current 50% one-for-two 
transitional measure increased to 67% on 1 January 2017 and 83% on 
1 January 2018 and 100% on 1 January 2019. 

35. Removing the one-for-two transitional measure will influence business decisions 
and incentivise emission reductions. It will start sending the message to 
businesses they are responsible for their emissions and help us meet our 
international obligations. This will incentivise emission reductions by: 

i. encouraging industries to consider future emission impacts of long-lived 
assets; and 

ii. increasing forestry planting and reducing deforestation.  
36. Officials have consulted key stakeholders about the removal of the one-for-two 

transitional measure. The majority of submissions (76%), including a number of 
large emitters,15 support removing the one-for-two transitional measure in a 
planned and well signalled manner.  

37. On balance, officials recommend removing one-for-two over three years from 
2017. This will ensure the removal of one-for-two is well signalled, businesses 
can plan for future cost impacts and maintains equal treatment between affected 
sectors in the NZ ETS. This approach is supported by consultation feedback, 
including from the business sector.  

38. Reducing the price cap would lower the maximum costs faced by businesses. 
However, lowering the price cap would send the wrong signal to the forestry 
sector which is critical for meeting New Zealand’s future climate targets. There is 
also a risk that a lower price cap would be reached sooner, and if this occurs the 
current NZU stockpile could increase rather than decrease.  

39. Phasing out the one-for-two transitional measure balances reducing the 
potential fiscal risk to the Crown, impacts to businesses and households and the 
risk of the NZU price reaching the $25 fixed price.16  

40. Some firms oppose the removal of the one-for-two transitional measure and four 
have threatened closure.17 However, I have considered the circumstances of 
each of these firms and these businesses either:  

15 For example, Genesis, Air New Zealand, Z Energy and Fletcher. 
16 If this happens, it is likely that participants will hold onto banked NZUs, exacerbating the risk created 
by the stockpile. 
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i. receive free allocation of New Zealand Units (NZUs) to compensate for 
increased NZ ETS costs  

ii. can pass costs on to consumers and face no competitive disadvantage 
(or their increased costs are faced by their competitors) 

iii. are being impacted as per the policy intent of the NZ ETS 

41. The choice of a two or three year phase out involves trading off fiscal benefits 
and transfer of responsibility for emissions to emitters against increased costs to 
households and businesses, adjustment time for NZ ETS participants, and risks 
to market stability.  

42. Compared to a phase out over three years, a two year phase out would provide 
less time for businesses and households to adjust to increasing costs. This 
sharper adjustment poses more of a risk to market stability, including price 
spikes. However, there is a greater short term fiscal benefit. 

43. More detail on the nature of the costs and benefits for phasing over two or three 
years are set out in the following tables. Note that the following costs show the 
increase from the removal of one-for-two on existing NZ ETS costs. These cost 
increases are presented at an NZU price of $11, however NZU prices are 
dynamic and are subject to change (more detail in Appendix 3).18  

Table 3: Financial summary of two year phasing option (at $11 NZU price) 

 

  

18 The removal of the one-for-two transitional measure has the potential to raise NZU prices. For example, the 
NZU price has increased by 40% since the release of the NZ ETS review documents in November 2015.  

2016/17 2017/18 2018/19 2019/20 Total
Revenue $m $35 $101 $129 $128 $393

Cost increases to: Unit 2017 2018 2019 2020 Total
      - a median household $/yr $17 $33 $33 $33 $116
      - a low-income household $/yr $11 $22 $22 $22 $77
      - petrol prices $/litre $0.01 $0.01 $0.01 $0.01 N/A
      - an average dairy farmer $/yr $760 $1,519 $1,519 $1,519 $5,318
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Table 4: Financial summary of three year phasing option (at $11 NZU price) 

  
 
44. I am satisfied that phasing is a fair and measured way to mitigate these costs. It 

incrementally increases costs across the whole economy. It provides businesses 
more time before they face full costs. This will make it easier for businesses to 
adjust. 

45. Our emissions-intensive and trade-exposed (EITE) industries will continue to 
receive a high degree of protection. For example firms who receive 90% free 
allocation will see this increase in step with the removal of the one-for-two 
transitional measure. I am satisfied that this will adequately mitigate risks to the 
competitiveness of these firms versus our trade partners.  

46. Macroeconomic modelling shows the overall cost to our economy is small, with 
an estimated impact of up to -0.1% on GDP at 2020.19 This will impact carbon-
intensive industries more. The majority of firms who do not receive free 
allocation can pass increased costs to consumers. 

Dairy sector 

47. The dairy sector is currently facing a particularly challenging set of market 
conditions independent of the NZ ETS. Total farm-gate costs after removing the 
one-for-two transitional measure are estimated to increase by $1,519 per year at 
a carbon price of $11. Phasing out the one-for-two transitional measure 
adequately manages the costs to the dairy sector in a fair and consistent way.  

Households 

48. Households will see a small annual increase in direct energy costs, estimated at 
$33 per year for median income households at an $11 NZU price. Low-income 
households will see an estimated increase of $22 per year at an $11 NZU price. 
However, low income households are disproportionately affected because a 
greater proportion of their household costs are energy and transport.  

49. The Ministry of Social Development has advised that those receiving welfare 
payments from the Government will see partial compensation for these costs 
through annual Consumer Price Index adjustments.   

19 With the removal of one for two at a $25 carbon price. Economic impacts of removing NZ ETS transitional 
measures, NZIER. 

2016/17 2017/18 2018/19 2019/20 Total
Revenue $m $23 $67 $108 $128 $326

Cost increases to: Unit 2017 2018 2019 2020 Total
      - a median household $/yr $11 $22 $33 $33 $99
      - a low-income household $/yr $7 $15 $22 $22 $66
      - petrol prices $/litre $0.00 $0.01 $0.01 $0.01 N/A
      - an average dairy farmer $/yr $506 $1,013 $1,519 $1,519 $4,558
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Consultation 
50. The following agencies have been consulted on the development of this paper: 

the Treasury, the Ministry of Business, Innovation and Employment, the Ministry 
for Primary Industries, the Ministry of Foreign Affairs and Trade, the Ministry of 
Transport, the Ministry of Social Development, Te Puni Kōkiri, the Energy 
Efficiency and Conservation Authority and the Environmental Protection 
Authority. The Department of the Prime Minister and Cabinet has been advised 
of the proposals in this paper. 

51. All agencies agreed with the proposal to phase out the one-for-two transitional 
measure over three years.  

Financial implications 
52. The price impacts of removing the one-for-two transitional measure quoted in 

this paper have been provided using current NZU prices ($11/NZU) to ensure 
consistency with the budget forecasts, as these need to be based on recent 
market prices.20  

53. The Ministry for the Environment (MfE) update both the carbon price and the 
volume of carbon when they review the forecast. MfE do this formally twice a 
year as part of October Baseline Update (OBU) and March Baseline Update 
(MBU). At this time MfE reviews the appropriation to ensure this is higher than 
the forecast, to ensure MfE does not breach its appropriation based on the 
forecast. As the carbon price has moved since MfE did MBU and the creation of 
this paper, the carbon price has been updated within the Cabinet paper to reflect 
the market price. 

54. The price used to value units is the market spot price at the time obtained from 
the MfE’s preferred supplier and agreed by Audit New Zealand. 

55. The decision and announcement to remove the one-for-two transitional measure 
from the NZ ETS may cause the unit price to increase above $12.50, which is 
the price used for calculating the appropriation. If the price increases above 
$12.50, the Ministry for the Environment may breach their non-departmental 
other expense: Allocation of New Zealand Units appropriation for the 2015/16 
financial year. 

56. The costs for implementing this policy change will be met within the EPA 
baselines. 

57. The estimates below are based on the projected surrender and allocation of 
NZUs and an NZU price of $11. 

20 The NZU price has increased by 40% since the release of the NZ ETS review documents in November 2015 
and the removal of the one-for-two transitional measure has the potential to raise this even further. Prices up to 
$25 are possible under current NZ ETS settings as this is the level at which the fixed price option has been set. If 
NZU prices rise further in the future, the cost impact numbers in this document would need to be adjusted upwards 
to account for this. 
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Two years phase out of the one-for-two transitional measure 

58. This will increase net Crown Revenue by an estimated $393 million21 over the 
forecast period. The potential fiscal impacts of phasing out one-for-two are 
shown in table 5.  

59. The impact of the estimated changes in phasing out one-for-two over two years 
will increase expenses under the “Allocation of New Zealand Units” 
appropriation by approximately $276 million over the forecast period. NZ ETS 
forecast units are valued at the current market price, while the appropriation is 
valued at $12.50 per unit to maintain a sufficient buffer due to uncertainty in 
forecast.  

Three year phase out of the one-for-two transitional measure 

60. This will increase net Crown Revenue by an estimated $326 million22 over the 
forecast period. The potential fiscal impacts of phasing out one-for-two are 
shown in table 6.  

61. The impact of the estimated changes in phasing out one-for-two over three 
years will increase expenses under the “Allocation of New Zealand Units” 
appropriation by approximately $231 million over the forecast period. The 
reason for this difference is the same as noted in paragraph 59. 

Table 5: Estimated fiscal impact of phasing out one-for-two from 1 January 2017 over 
two years (at $11 NZU price) 

 $million – Increase/(decrease) on operating balance 

Fiscal impact  2016/17 2017/18 2018/19 2019/20 

Increase in revenue from 
surrender of units  53.867 159.852 211.255 211.508 
Increase in expenses from 
allocation of units 18.939 58.779 82.214 83.336 
Positive fiscal impact on 
Crown Revenue at current 
NZU price ($11) 34.928 101.074 129.041 128.172 
Table 6: Estimated fiscal impact of phasing out one-for-two from 1 January 2017 over 
three years (at $11 NZU price) 

 $million – Increase/(decrease) on operating balance 

Fiscal impact  2016/17 2017/18 2018/19 2019/20 

Increase in revenue from 
surrender of units  35.911 106.568 176.046 211.508 
Increase in expenses from 
allocation of units 12.630 39.182 68.515 83.336 
Positive fiscal impact on 
Crown Revenue at current 
NZU price ($11) 23.282 67.386 107.531 128.172 

21 At the current NZU price of $11. 
22 At the current NZU price of $11. 
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Human rights, gender implications and disability perspective   
62. There are no implications arising from this paper. The proposal appears to be 

consistent with the New Zealand Bill of Rights Act 1990 and the Human Rights 
Act 1993. 

Legislative implications 
63. The one-for-two transitional measure requires participants from non-forestry 

sectors to surrender one unit for every two tonnes of emissions. The one-for-two 
transitional measure also applies to non-forestry allocations and entitlements 
and the synthetic greenhouse gas levy. 

64. Amendments to the CCRA are required to implement the phase out of the one-
for-two transitional measure. An amendment to phase out the one-for-two 
transitional measure will take effect from 1 January 2017.  

65. The two options to phase out the one-for-two transitional measure are included 
in the table below: 
Table 7: Phase out rate options for the one-for-two transitional measure 

Year 2017 2018 2019 

Three year phase 
out 

67% 83% 100% 

Two year phase out 75% 100% 100% 

66. The phase out of the one-for-two transitional measure will not affect the 
suspension of the phase-out of free allocations. 

67. Consequential amendments to regulations made under the CCRA may be 
required to make the regulations consistent with the phase-out of the one-for-
two measure. 

68. Amendments to the CCRA will be required to increase surrender obligations for 
non-forestry participants, allocations, entitlements and the synthetic greenhouse 
gas levy proportionately with the phasing out of the one-for-two transitional 
measure.  

69. I recommend that the proposed Bill is progressed under urgency, and introduced 
as part of the Budget 2016 programme. Phasing out the one-for-two transitional 
measure requires timely action, and I consider that the circumstances warrant 
the urgent progression of amendments. This will be co-ordinated with the Office 
of the Leader of the House. 

Regulatory impact analysis 
70. The Regulatory Impact Analysis (RIA) requirements apply to the proposal in this 

paper and a Regulatory Impact Statement (RIS) has been prepared and is 
attached as Appendix 4. 
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71. The Regulatory Impact Analysis Team at the Treasury (RIAT) understands that 
the version it has seen is close to final. On this basis RIAT has reviewed the RIS 
and prepared by the Ministry for the Environment and considers that the RIS 
meets the quality assurance criteria.  

72. The initial problems identified for action (resulting from officials’ analysis of the 
ETS) are comprehensively explained, and the analysis is methodical and 
thorough within the constraints set by earlier Government decisions. Risks and 
downsides, including the lack of full consensus from the extensive consultation 
undertaken, are acknowledged. 

73. RIAT notes the intention to develop a comprehensive monitoring and evaluation 
framework for the NZ ETS. Given the substantial uncertainties described it will 
be important to keep the performance of the regime under close review. 

Publicity 
74. I will announce the removal of the one-for-two transitional measure as part of the 

Budget package. This will provide advance notice to businesses of the changes. 
75. The Ministry for the Environment and the Environmental Protection Authority 

plans on releasing communication material after the amendments are 
announced, and engaging with affected participants to discuss the implications 
of the amendments. 
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Recommendations   
The Minister for Climate Change Issues recommends that the Committee: 

1. note that the removal of the one-for-two transitional measure will help the 
NZ ETS deliver on our intended 2030 target and reduce a potential fiscal 
risk. 

2. note that the one-for-two transitional measure: 
2.1. currently halves the surrender obligations for all non-forestry 

participants;  
2.2. applies in proportion to free allocation settings to relevant activities 

and removal activity entitlements; and 
2.3. applies to the synthetic greenhouse gas levy.  

3. note that the removal of the one-for-two transitional measure will result in 
relatively low costs on businesses and households. 

4. note that commencing the phasing out of the one-for-two transitional 
measure from 1 January 2017 will allow businesses and households time 
to adjust to increasing costs. 

5. note on balance, officials recommend removing one-for-two over three 
years.  

6. agree to amend the Climate Change Response Act 2002 to  
EITHER 

6.1. phase out the one-for-two transitional measure over two years to  
75% in 2017, to 100% in 2018 by proportionately:  
a) increasing non-forestry surrender obligations;   
b) increasing non-forestry allocations and entitlements; and  
c) increasing the synthetic greenhouse gas levy.  

OR 
6.2. phase out the one-for-two transitional measure over three years to 

67% in 2017, 83% in 2018, and 100% in 2019 by proportionately: 
a) increasing non-forestry surrender obligations;  
b) increasing non-forestry allocations and entitlements; and  
c) increasing the synthetic greenhouse gas levy.  

7. agree that all amendments set out in recommendation 6 will take effect 
from 1 January 2017. 

8. agree to make any consequential amendments to the CCRA to give effect 
to the decisions in recommendations 6 and 7 above. 

9. note that the phase out of the one-for-two transitional measure will not 
affect the suspension of the phase-out of free allocations. 
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10. invite the Minister for Climate Change Issues to issue drafting instructions 
to the Parliamentary Counsel Office to give effect to the decisions in this 
paper. 

11. agree that the Minister for Climate Change Issues may consult with, and 
provide the Environmental Protection Authority with draft versions of the 
Bill.  

12. authorise the Minister for Climate Change Issues to further clarify and 
develop policy matters relating to the amendments set out in this paper in a 
way not inconsistent with Cabinet decisions. 

13. note that consequential amendments to regulations made under the CCRA 
may be required to make the regulations consistent with the phase-out of 
the one-for-two measure. 

14. agree to introduce a legislative amendment as part of the Budget 2016 
process. 

15. agree for the Minister for Climate Change Issues to announce the removal 
of the one-for-two transitional measure as part of the Budget 2016 
package. 

16. agree that the $25 fixed price option is maintained. 
17. note that the Minister for Climate Change Issues will report back on the 

second stage of consultation in June 2016. 
Financial recommendations23 

18. EITHER 
18.1.  

a) note the following changes as a result of the decision in 
recommendation 6.1 above, with a corresponding impact on the 
operating balance: 

 $m – increase/(decrease) 
at the current $11 NZU price 

Vote Environment 
Minister for Climate Change 
Issues 

2015
/16 

2016/17 2017/18 2018/19 2019/20& 
Outyears 

Total 

Non-Departmental Other 
Revenue: 
Emissions Trading 

- 53.867 159.852 211.255 211.508 636.482 

b) approve the following changes to appropriations as a result of the 
decision in recommendation 6.1 above: 

 $m – increase/(decrease) 
at the appropriation $12.50 NZU price 

Vote Environment 
Minister for Climate Change 
Issues 

2015
/16 

2016/17 2017/18 2018/19 2019/20& 
Outyears 

Total 

Non-Departmental Other 
Expense: 
Allocation of New Zealand 
Units 

 
- 21.522 66.794 93.425 94.700 276.441 

23 Numbers in this section are based on current forecasts of unit surrenders and allocations. 
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c) note the following changes to forecast as a result of the decision in 
recommendation 6.1 above: 

$m – increase/(decrease) 
at the current $11 NZU price 

2015/16 2016/17 2017/18 2018/19 2019/20& 
Outyears 

Total 

- 18.939 58.779 82.214 83.336 243.268 

OR 
18.2.  

a) note the following changes as a result of the decision in 
recommendation 6.2 above, with a corresponding impact on the 
operating balance: 

 $m – increase/(decrease) 
at the current $11 NZU price 

Vote Environment 
Minister for Climate Change 
Issues 

2015/16 2016/17 2017/18 2018/19 2019/20& 
Outyears 

Total 

Non-Departmental Other 
Revenue: 
Emissions Trading 

- 35.911 106.568 176.046 211.508 530.033 

b) approve the following changes to appropriations as a result of the 
decision in recommendation 6.2 above: 

 $m – increase/(decrease) 
at the appropriation $12.50 NZU price 

Vote Environment 
Minister for Climate Change 
Issues 

2015/16 2016/17 2017/18 2018/19 2019/20& 
Outyears 

Total 

Non-Departmental Other 
Expense: 
Allocation of New Zealand 
Units 

- 14.352 44.525 77.858 94.700 231.435 

c) note the following changes to forecast as a result of the decision in 
recommendation 6.2 above: 

$m – increase/(decrease) 
at the current $11 NZU price 

2015/16 2016/17 2017/18 2018/19 2019/20& 
Outyears 

Total 

- 12.630 39.182 68.515 83.336 203.663 
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Appendix 1. 

Supplementary note: Impact of removal of the one-for-two provision of key firms’ 
revenue 
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Appendix 2. 

New Zealand Emissions Trading Scheme Review 2015/16 Summary of Stage One: 
Priority Issues Consultation Responses 
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Appendix 3. 

Cost impacts of phasing options 
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Appendix 4: 

Regulatory Impact Statement: Improving alignment of the New Zealand Emissions 
Trading Scheme with New Zealand’s provisional 2030 emissions reduction target 
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