
 

 

Reference: 20190025 
 
 
7 March 2019 
 
 

 
Dear 
 
Thank you for your Official Information Act request, received on 18 January 2019.  You 
requested: 
 

What advice has been provided to the Minister of Finance regarding the 
proposed Zero Carbon Act? 
 
This would include written advice including documents, reports, memoranda, 
letters, emails and drafts, the agendas and minutes of meetings (including those 
not open to the public), and recordings of conversations.  
 

On 28 January 2019, a Treasury official contacted you to clarify the timeframe of the 
request.  You confirmed the following: 
 

“The timeframes I am looking for are: 
 
January 2018 to May 2018, AND 
July 2018 to December 2018” 

 
On 7 February 2019, I extended the time to respond to this OIA by 10 working days. 
 
Information Being Released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  15 May 2018 Aide Memoire: Climate Change 
Ministers’ Meeting on 16 May 
2018: Zero Carbon Bill Economic 
Modelling 

Release in part 
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2.  25 May 2018 Aide Memoire: Climate change: 

Cabinet consideration of the Zero 
Carbon Bill discussion document 

Release in part 

3.  7 August 2018 Aide Memoire: The Zero Carbon 
Bill (ZCB) 

Release in part  

4.  30 August 2018 Treasury Report: Climate Change 
policy: upcoming strategic choices 

Release in part 

5.  12 October 2018 Aide Memoire: The Zero Carbon 
Bill [withheld under s9(2)(f)(iv)] 

Release in part 

6.  16 October 2018 Aide Memoire: The Zero Carbon 
Bill [withheld under s9(2)(f)(iv)] 

Release in part 

 
I have decided to release the documents listed above, subject to information being 
withheld under one or more of the following sections of the Official Information Act, as 
applicable: 
• personal contact details of officials, under section 9(2)(a) – to protect the privacy 

of natural persons, including that of deceased natural persons, 

• advice still under consideration, section 9(2)(f)(iv) – to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials, and 

• direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage. 

Direct dial phone numbers of officials have been redacted under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams.  This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s website. 
 

Information Publicly Available 

The following information is also covered by your request and is publicly available on 
the Treasury website: 
 

Item Date Document Description Website Address 

7.  31 October 2018 Treasury OIA Response 
20180395 

https://treasury.govt.nz/sites/
default/files/2018-11/oia-
20180395.pdf  
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8.  5 March 2019 Treasury OIA Response 

20180537 
https://treasury.govt.nz/public
ations/oia-response/papers-
relating-climate-change-
mitigation-november-2018-
oia-20180537 

 
Accordingly, I have refused your request for the documents listed in the above table 
under section 18(d) of the Official Information Act: 
 
• the information requested is or will soon be publicly available. 
 
Some relevant information has been removed from documents listed in the above table 
and should continue to be withheld under the Official Information Act, on the grounds 
described in the documents. 
 
Information to be Withheld 

There are additional documents covered by your request that I have decided to 
withhold in full under the following sections of the Official Information Act, as 
applicable: 
 
Item Date Document Description Proposed Action 

1.  13 November 2018 Email: Advice for tomorrow’s discussion on 
Option B of the Zero Emissions Bill Cabinet 
paper 

Withhold in full 

2.  4 December 2018 Email: Re: Climate Change Bill – oral item ENV Withhold in full 

3.  4 December 2018 Email: Re: Info for ENV tomorrow Withhold in full 

 
In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  
 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
 
This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
 
Natalie Labuschagne 
Policy Manager, Transition and Regional Economic Development  
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Reference: T2018/1359 SH-10-8-4-4 
 
 
 
Date: 15 May 2018 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: 16 May 2018 
 
 
Aide Memoire: Climate Change Ministers' Meeting on 16 May 
2018: Zero Carbon Bill Economic Modelling 

1. You are attending the Climate Change Ministers’ meeting at 8pm on 16 May.  
The meeting is to discuss economic modelling of climate change target options 
that will be presented in the Zero Carbon Bill consultation.  This is a continuation 
of the economic modelling discussion at the Cabinet Environment, Energy and 
Climate Committee (ENV) meeting on 8 May 2018.   

 
2. The economic modelling information will affect how the upcoming Zero Carbon 

Bill discussion document outlines economic impacts of climate change targets.     
 
3. We understand Minister Shaw may present the same slide pack on economic 

modelling that he presented to ENV on 8 May 2018.  This aide memoire informs 
you of potential issues about the presentation of economic modelling figures in 
the slide pack. 

 
Summary and recommendations 
 

4. The Ministry for the Environment (MfE) is still in the process of receiving 
economic modelling results from NZIER and analysing economic impacts.  
Through our discussions with MfE, we have identified potential issues with the 
presentation of economic modelling figures in the slide pack (particularly on 
slide 8).  We are working together with MfE to assess the significance of these 
issues, as well as how to present further information on economic impacts to 
Ministers and in the upcoming discussion document.    
 

5. The issues we are discussing with MfE are: 
 

a. Risks that economic modelling figures in the slide pack underestimate the 
relative difference in economic impacts between target options (as a result 
of forestry sequestration assumptions). 

b. Risks that economic modelling figures in the slide pack underestimate the 
likely range of economic impacts. 
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6. We expect Minister Shaw to explain that MfE is still analysing the economic 

impacts and will provide updated advice to Ministers, before Minister Shaw seeks 
approval to release the Zero Carbon Bill discussion document.     

 
7. We recommend you ask the following questions, which will enable Ministers to 

understand how upcoming advice on economic impacts may differ from the 
information presented in the slide pack:  

 
a. Why do the economic impact figures indicate there are only minor 

differences in GDP impacts between target options? 
b. How would economic impact figures change if NZIER used different 

assumptions about forestry sequestration levels and costs of new forest 
planting? 

c. What is the range of GDP impacts and carbon prices from the NZIER and 
Vivid modelling results? 

d. Do the economic impact figures presented in the slide pack represent a 
mid-point within the range of modelling results?   

      
Explanation of potential issues with economic modelling figures presented in the 
slide pack     
    
8. There are inherent limitations in modelling, which mean modelling results to 2050 

are uncertain.  We do not think this should deter Ministers from making a decision 
on a 2050 climate change target, and proposals for  emissions budgets 
would enable the government to adjust the pathway for emissions reductions 
over time.    

 
9. Although the absolute level of projected economic impacts is very uncertain, 

modelling should be able to provide an indication of: 
 

a. relative economic impacts between target options; and 
b. the range of potential economic impacts. 

 
We are working with MfE to address the risk that forestry assumptions have led to 
figures that underestimate the relative difference in economic impacts between target 
options. 
 
10. The slide pack indicates that there are minimal differences in economic impacts 

between target options.  These figures are driven by the following assumptions: 
 

a. NZIER has used an assumption that the net zero emissions option will 
involve a significantly higher level of forestry sequestration than other 
options.  Consequently, NZIER assumes that the net zero emissions option 
only requires minor reductions in gross emissions from non-forestry 
sectors, and therefore minor additional economic impacts when compared 
to the zero further warming option. 

s9(2)(f)(iv)
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b. We are uncertain as to how the NZIER model reflects the economic cost of 
additional forest planting.       

 
11. We are working with MfE and MPI to improve assumptions about forestry 

sequestration under different options.  This will improve our understanding of the 
relative economic impacts between different target options.   

 
We are working with MfE to ensure future advice and the upcoming discussion 
document reflect the likely range of economic impacts.   
 
12. We think the economic impact figures presented in the slide pack potentially 

underestimate the likely range of economic impacts. 
 
13. The economic impact figures in the slide pack reflect the lowest end of the range 

of results from NZIER (referred to as the ‘wide innovation’ scenario in NZIER’s 
work).  This wide innovation scenario assumes a methane vaccine in 2030 
adopted by all farms and significant innovation in the energy sector.   

 
14. MfE has used its judgement in selecting which figures to present.  This 

judgement is based on its understanding that the NZIER model may overestimate 
economic impacts of targets.  It is also based on modelling by Vivid Economics 
that projects lower carbon prices than the NZIER model. 

 
Next steps 
 
15. We understand Minister Shaw intends for ENV to discuss the draft Zero Carbon 

Bill discussion document on 22 May 2018.  Minister Shaw will then present a 
Cabinet paper seeking approval to release the discussion document at a later 
Cabinet Committee or Cabinet meeting.       

 
16. We will brief you when we have further information on economic modelling results 

and before Minister Shaw seeks Cabinet approval to release the Zero Carbon Bill 
discussion document.        

 
 
 
 
 
Daniel Lawrey, Senior Analyst, Natural Resources, 
Natalie Labuschagne, Policy Manager, Natural Resources,

s9(2)(k)

s9(2)(k)
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Reference: T2018/1416 SH-10-8-4-4 
 
 
Date: 25 May 2018  
 
To: Minister of Finance (Hon Grant Robertson) 
 Minister for Climate Change (Hon James Shaw)  
 
Deadline: 28 May 2018 
 
 
Aide Memoire: Climate change: Cabinet consideration of the 
Zero Carbon Bill discussion document 

1. This aide memoire provides you with advice to support Cabinet’s consideration 
on 28 May 2018 of the Zero Carbon Bill discussion document (Zero Carbon Bill: 
Our Climate, Your Say).    

 
Summary and recommendations 

 
2. At Cabinet on 28 May 2018, Minister Shaw will seek approval to release the Zero 

Carbon Bill discussion document.  The Cabinet Environment, Energy and Climate 
Committee (ENV) considered a draft version of the discussion document on 22 
May 2018. 

 
3. We recommend you support the Cabinet paper. 

 
4. We recommend you note there may be potential risks from different 

messages about economic impacts of a 2050 emissions reduction target, 
as presented in the discussion document compared to the NZIER economic 
modelling report.  The NZIER economic modelling report suggests that the 
range of GDP and household impacts may be greater than the figures presented 
in Table 4 of the discussion document.  The NZIER report will be released to the 
public as part of the consultation process.   

 
5. NZIER modelling suggests that annual GDP rates under the 2050 target could 

range from 1.5% to 2.2% under different scenarios, and GDP in 2050 could be 
10-21% lower compared to taking no action to reduce emissions.  However, the 
main table of figures in the discussion document only reports the lowest cost 
figure in the range of GDP impacts. 

 
6. The Ministry for the Environment (MfE) has made a judgement about which 

figures from NZIER’s report to present in the discussion document, based on its 
overall assessment of NZIER’s modelling and separate modelling by Vivid 
Economics.  We have explained this further below. 
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7. The discussion document partially addresses the risks from different messaging 
in the discussion document and NZIER report.  It does this by supplementing the 
main economic impact figures in Table 4 with further figures from the NZIER 
report, which set out how much greater GDP and household impacts could be 
under alternative scenarios.   

 
8. We recommend you ask the following questions at the 28 May Cabinet 

meeting to enable Ministers to assess any risks from the communication of 
economic impacts:   
• How much greater are economic impacts under other scenarios modelled 

by NZIER?  
• What are the risks from any differences between economic impact figures 

in the discussion document and the NZIER report?  How can these risks 
be mitigated?   

 
9. If Ministers consider officials should amend the discussion document to provide a 

fuller range of economic impacts, officials could make changes after Cabinet 
agrees to release the discussion document.  The Cabinet paper seeks approval 
for a group of Ministers, including you, to finalise drafting of the discussion 
document.     
 

The NZIER economic modelling report outlines the potential for greater 
economic impacts than the main figures presented in Table 4 of the discussion 
document  
 
10. Economic modelling out to 2050 is highly uncertain, due to limitations in models 

being able to account for factors such as technological innovation, consumer 
preferences and land-use changes.  Modelling cannot predict absolute economic 
impacts in the future, and is more suitable for understanding the relative impacts 
between different options for a 2050 target.  We think the discussion document 
appropriately explains the limits and intended use of economic modelling.  
 

11. To assess economic impacts of 2050 target options, MfE has considered two 
separate modelling studies, by Vivid Economics and NZIER respectively.  The 
Vivid Economics report outlines projections for carbon prices.  The NZIER report 
outlines projections for GDP, household impacts and carbon prices.  MfE is 
working with NZIER to finalise this report.   
 

12. For the main economic impact figures in Table 4 of the discussion document, MfE 
has replicated NZIER’s results for the ‘wide innovation scenario’.  The wide 
innovation scenario results are at the lowest end of the range of economic costs 
outlined in the NZIER report.  This scenario assumes innovation equivalent to a 
methane vaccine by 2030 and 95% electric vehicle uptake in the light vehicle 
fleet by 2050.  The NZIER report also reports on alternative scenarios with lower 
levels of innovation and higher economic costs.   
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13. MfE estimates that NZIER’s wide innovation scenario represents a ‘mid-range’ of 
economic impacts, taking into account the separate studies by NZIER and Vivid 
Economics.  The Vivid Economics report projects lower carbon prices than the 
NZIER report.  Therefore, MfE considers that the NZIER report overestimates 
economic impacts, and the wide innovation scenario figures from the NZIER are 
the appropriate figures to present in the discussion document. 

 
14. Regardless of officials’ estimates about which figures represent a mid-range of 

potential economic impacts, we think there is a risk from different messages 
about economic impacts in the discussion document, compared to the NZIER 
report.  The main discussion document figures suggest average annual GDP 
growth could be 1.9-2.2% under different target options, whereas the NZIER 
report sets out that average annual GDP growth could be within the range of 1.5-
2.2%.  

 
MfE intends to take a staggered approach to release economic information  

 
15. We understand MfE intends to take a staggered approach under which the 

Government will release the discussion document, and MfE will release technical 
economic impact reports one week later.  The technical reports will include an 
overarching economic impacts report drafted by officials, as well as the NZIER 
report.   

 
16. Minister Shaw intends to undertake consultation over June and July, and then 

report back to Cabinet in August to seek final policy decisions.    
  

Fiscal implications  
 

17. The release of the appended discussion document has no direct financial 
implications.  The Cabinet paper outlines the funding set aside for the 
consultation and the legislative process, as well as establishing the Climate 
Commission. 

 
18. In accordance with generally accepted accounting practice, the existing 2030 

climate change target is not recognised in the Crown accounts.  However, we are 
planning to re-examine the accounting treatment for a legislated 2050 target 
before Cabinet policy decisions on the Zero Carbon Bill. 

 
Further background on proposals in the Zero Carbon Bill discussion document 

 
19. The proposals in the discussion document are generally aligned with the 

Productivity Commission’s recommendations in its Draft Report on a Low-
emissions Economy.  This includes proposals to establish an emissions reduction 
target in legislation, a system for emissions budgets, and an independent climate 
commission with an advisory role.  The Productivity Commission’s Draft Report 
recommends separate targets for long-lived and short-lived greenhouse gases, 
which is one of the target options presented in the discussion document.  
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20. The discussion document seeks feedback on a range of 2050 target options, 

rather than presenting a proposed target.  A legislated target represents a 
significant transition for New Zealand, and we think this is important to enable a 
public conversation about target options.  MfE has commissioned further 
economic modelling, which will be undertaken during the consultation period and 
support Cabinet policy decisions on a 2050 target to include in the Zero Carbon 
Bill. 

 
21. The analysis to-date highlights that increased forest planting is critical to 

achieving any of the 2050 target options in the discussion document.  For 
example, achieving a 2050 net zero emissions target may require up to 2.8 
million hectares of new forest planting.  This represents 10 per cent of New 
Zealand’s land area.  The NZIER report also outlines that reductions in forestry 
lead to significant increases in the economic costs of 2050 target options, as the 
necessary adjustments to reduce emissions in non-forestry sectors are much 
more costly. 

 
 
 
 
 
Daniel Lawrey, Senior Analyst, Natural Resources,  
Natalie Labuschagne, Policy Manager, Natural Resources, 

s9(2)(k)

s9(2)(k)
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Reference:         SH-10 
 
 
Date: 7 August 2018 
 
 
To: Minister of Finance (Hon Grant Robertson) 

 
 
From: Natural Resources, The Treasury 
  
 
Deadline: None 
(if any) 
 
 
Aide Memoire: The Zero Carbon Bill (ZCB) 
 
On Tuesday 14 August, you are meeting Minister Shaw and Minister Jones at 8.00am to 
discuss upcoming policy decisions on the Zero Carbon Bill (ZCB) and related 
timeframes. This note, requested by your office, provides context to support the 
discussion at the meeting. 
 
 
Upcoming Policy Decisions 
 
There are four main policy areas underpinning the ZCB. These are: 
 

• The  
• The Emissions Budgets; 
• The Climate Change Commission (CCC); and 
• Adaptation. 

 
There is alignment among government agencies about the role and the powers of the 
CCC and Adaptation. The only exception to this statement is in relation to the powers of 
the CCC to set Emissions Budgets. 
 

 
The options for the  are as follows:  

 
1) Net zero carbon by 2050 which means reducing net carbon dioxide emissions to 

zero, but no other gases like methane would be involved.  
2) Net zero long-lived gases and stabilised short-lived gases by 2050 which means 

reducing emissions of long-lived gases (including carbon dioxide and nitrous 
oxide) to net zero while stabilising short-lived gases including methane. 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)
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3) Net zero emissions by 2050 whereby net emissions across all greenhouse gases 
are brought down to zero by 2050.  

 

 
 
Related Timeframes 
 
The ZCB will be introduced in the House on 6 December. This means that final policy 
decisions on the ZCB are needed by Cabinet on 24 September. The first milestone to 
achieving this is the delivery of a draft Cabinet paper and RIS to Minister Shaw on 17 
August for his comments by 27 August. Further refinements, based on feedback from 
Ministerial consultations, are expected up until lodgement on 13 September. 
 
 

s9(2)(f)(iv)

s9(2)(f)(iv)
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The Government should be fully aware of the potential risks of making these important 
decisions under such tight timeframes. 
 
Sarah Key, Analyst, Natural Resources,  
Natalie Labuschagne, Manager, Natural Resources, 

s9(2)(k)

s9(2)(k)

s9(2)(f)(iv)
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Treasury Report:  Climate change policy: upcoming strategic 

choices 
Date: 30 August 2018 Report No: T2018/2350 

File Number: SH-10-8-4 

Action Sought 

 Action Sought Deadline 
Minister of Finance 
(Hon Grant Robertson) 
 
Minister for Climate Change 
Issues 
(Hon James Shaw) 

Note that the purpose of the 2050 target should be 
predominantly to signal a domestic transition to 
manage the long-term costs of the structural 
adjustment. 

Note that the domestic pathways to reach any of 
the 2050 target options will not, by themselves, 
deliver the emissions reductions needed to meet 
our 2030 NDC. 

Note that international units could be used to 
address the difference between the 2030 (and 
subsequent) NDC obligations and our domestic 
transition. 

Agree to maintain flexibility to use international 
units in certain circumstances to meet the 2050 
target in the event of an as-yet unforeseen 
significant event. 

Request officials to provide advice on how to 
define the circumstances under which international 
units can be used. 

5 September 
2018 

s9(2)(f)(iv)
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Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Lindy Fursman Principal Advisor, 
Transition and Regional 
Economic Development 

(wk) 
N/A 

(mob) 
 

Natalie 
Labuschagne 

Policy Manager, Transition 
and Regional Economic 
Development 

(wk) 
N/A 

(mob) 
 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 

 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 

s9(2)(k)

s9(2)(k)
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Treasury Report: Climate change policy: upcoming strategic 
choices 

Executive Summary 

This report aims to identify and provides advice on the key strategic choices that 
characterise the climate change landscape in New Zealand and how these crystallise 
in the upcoming policy decisions in the Zero Carbon Bill (ZCB).  

Decisions on the ZCB and subsequent Emissions Trading Scheme (ETS) settings will 
depend on how Ministers choose to balance three key policy tensions.  These include 
how to balance international climate leadership and the domestic economic transition; 

 and positions on when, and 
how, the costs of the transition are distributed between tax payers, consumers and 
firms. 

Recommended Action 

We recommend that you: 
 
a Note that the purpose of the 2050 target should be predominantly to signal a 

domestic transition, and prepare the economy for a low-carbon future, so as to 
manage the long-term costs of the structural adjustment that is required. 

 
b Note that the domestic pathways to reach any of the 2050 target options will not, 

by themselves, deliver the emissions reductions needed to meet our 2030 
Nationally Determined Contribution (NDC) under the Paris Agreement. 

 
c Note that international units could be used to address the difference between the 

2030 (and subsequent) NDC obligations and our domestic transition (assuming 
New Zealand is able to secure access to international markets). 

 
d Agree to maintain flexibility to use international units in certain circumstances to 

meet the 2050 target in the event of an as-yet unforeseen significant event. 
 

Agree/disagree 
 

e Request officials provide advice on how to define the circumstances under which 
international units can be used to meet the 2050 target, to ensure a balance 
between flexibility and commitment to domestic action. 

 
Request/do not request 

 

s9(2)(f)(iv)
s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

 

 

 

20190025 TOIA Binder Doc 4
Page 13 of 44



IN-CONFIDENCE 

T2018/2350: Treasury Report: Climate change policy: upcoming strategic choices Page 4 

IN-CONFIDENCE 

f 

 

 
g 

 

 
h 

 
i 

 
 
 
 
 
 
Natalie Labuschagne 
Policy Manager 
 
 
 
 
 
 
Hon Grant Robertson  
Minister of Finance 
 
 
 
 
 
 
Hon James Shaw 
Minister for Climate Change Issues 
 

s9(2)(f)(iv)
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Treasury Report: Climate change policy: upcoming strategic 
choices 

Introduction 

1. This report aims to identify and provides advice on the key high-level strategic 
choices that characterise the climate change landscape in New Zealand and how 
these crystallise in the upcoming policy decisions in the Zero Carbon Bill (ZCB). 
The paper does not provide advice on specific recommendations in the ZCB 
Cabinet paper (which is still in draft form) as we will provide this advice in a 
separate paper. 

2. The ZCB sets in place the framework to transition New Zealand to a low-
emissions climate-resilient future.  Key decisions to be taken include 

, to be set in legislation, and the 
establishment, powers and role of an independent Climate Change Commission, 
including its role in recommending the parameters of emissions budgets to guide 
the pathway .   

3. Decisions about the settings in the Emissions Trading Scheme (ETS), the key 
lever to drive the domestic transition to a low emissions economy, will also come 
later this year, although decisions on the levels of these settings (such as unit 
supply) will not occur until 2019. However, ETS market participants will require 
information in advance of these decisions in order to form an accurate, efficient 
and market-driven NZU price. 

4. In May 2018, Cabinet agreed to an all-of-government Framework for Climate 
Change policy [CAB-18-MIN-0218 refers] to guide these and all other climate 
policy decisions. This framework details three fundamental pillars to guide 
decisions: 

• Leadership at home and internationally – setting a clear and ambitious goal 
which stimulates innovation and investment, and influences the global 
response 

• A productive, sustainable and climate-resilient economy – understanding 
the benefits and trade-offs of the transition and identifying best-value 
opportunities  

• A just and inclusive society – managing the pace and nature of the 
transition, and supporting affected regions, sectors and communities. 

5. The three pillars provide a way of considering the impacts of individual climate 
policy proposals, and exposing whether decisions may involve trade-offs between 
the pillars’ objectives.  For example, decisions which are made to ensure overall 
economic growth could potentially impact disproportionately on particular groups 
of individuals or communities.  Similarly, decisions that place priority on 
international leadership may have unintended consequences for domestic 
growth.  Understanding the trade-offs involved in individual proposals not only 
ensures that Cabinet is fully aware of the full range of implications of the 
decisions it is making, but also allows policies to be put in place to mitigate any 
downside risks.   

 

s9(2)(f)(iv)
s9(2)(f)(iv)

s9(2)(f)(iv)
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6. In addition to considering any trade-offs between the objectives of the Framework 
that might be required for individual decisions on the ZCB, ETS and other related 
climate policies, a number of broader strategic issues should be considered.  This 
paper outlines these strategic choices, and provides advice to assist you in 
considering the upcoming decisions. It also highlights some key fiscal impacts of 
the upcoming decisions. 

Context: New Zealand’s emissions 

7. While New Zealand makes up less than 0.2% of global greenhouse gas 
emissions, small emitters like New Zealand together contribute around 30% of 
global emissions and therefore must play a role in limiting global temperature 
rises.  

8. New Zealand’s emissions profile is unusual for a developed country, with almost 
50% of emissions coming from agriculture. New Zealand’s methane emissions 
per capita are the highest in the world, at six times the global average.  New 
Zealand is the highest ranked developed country when considering the impact of 
agriculture as a percentage of total emissions, ranking 34th (the top 33 all being 
developing countries.) The next developed country is Ireland, ranked at 58th (with 
around 33% of total emissions coming from agriculture).     

9. Given the high proportion of methane emissions in New Zealand’s overall 
emissions profile, it is perhaps unsurprising that recent works by the 
Parliamentary Commissioner for the Environment, the Office of the Prime 
Minister’s Chief Science Advisor and the Productivity Commission have all 
focused on reducing short lived gases (specifically methane). All parties 
discussed reductions (although not to net zero) of biogenic methane in order to 
limit the potential of New Zealand’s emissions contributing additional global 
warming.   

Economic strategy and the sequencing of key upcoming decisions 

10. Advice on delivering the Government’s vision for economic strategy [T2018/2108 
refers] notes that climate change decisions may have significant impacts on 
businesses, communities and workers.   Modelling for the ZCB similarly indicates 
that the choice of target and the pathway to meet it will have significant economy-
wide impacts.  Success in meeting any of the targets currently proposed will 
depend on significant and sustained afforestation (including land use changes 
from livestock agriculture), innovation across the economy, and the de-
carbonisation of transport, process heat and electricity generation. 

11. While model results vary according to the assumptions built into them, modelling 
by NZIER indicates that New Zealand’s rate of growth is likely to be different 
depending on the choice of target.  While the economy continues to grow under 
all targets modelled, the average rate of GDP growth over the transition period 
may be negatively impacted by as much as 0.7% per annum compared to the 
scenario of taking no action (noting that this is likely to be an overestimate of the 
impacts of the most ambitious target modelled1).  

 

                                                
1 NZIER, 2018.  See http://www.mfe.govt.nz/publications/climate-change/economic-impact-analysis-of-2050-emissions-
targets-dynamic-computable 
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12. Impacts of the transition may be felt more strongly by some sectors, which may 
require support to remain competitive. In addition, household national income 
would also be lower than under the status quo (rising by 40 per cent by 2050, 
compared to 55 per cent in the unlikely event that New Zealand took no further 
climate action (Ibid).  Modelling by Infometrics, for the NZIER study, suggests 
that lower income households will be disproportionately impacted, with 
households in the lowest 20 per cent bracket for income more than twice as 
affected, on a relative basis, than those households with an average income.  

13. Despite these negative impacts, modelling also suggests a range of positive 
benefits from the transition to a low emissions economy.  These include higher 
rates of innovation in sectors exposed to a higher emissions price, leading to an 
increase in productivity, and new business opportunities in low emissions sectors.    

A clear signal now can drive a managed transition and is important for 
credibility 

14. Establishing clear signals now on New Zealand’s long-term emissions goals may 
reduce the costs of the transition and allow the economy to adjust at a more 
gradual pace.  In addition to driving a managed transition to a low emissions 
future, a clear signal is also important for credibility and for providing businesses 
with certainty.  However, New Zealand needs to balance the pace and ambition 
of meeting climate objectives with maintaining the international competiveness of 
New Zealand businesses and supporting affected regions, sectors and 
communities (including iwi/hapu/Māori). 

15. A number of key upcoming climate policy decisions will have a significant impact 
on the Government’s economic strategy.  These include those contained in the 
ZCB and the ETS review.   Decisions on these issues should be thought of as a 
coordinated package, as the ETS changes are designed to enhance the role of 
the ETS in delivering New Zealand’s emissions reductions 

.  However, as ETS participants see the changes in the ZCB come into 
effect, it will be important for the Government to signal the direction and pathway 
to meeting climate targets,  to 
which ETS settings are aligned.   
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16. Figure 1 below shows the sequencing of these key decisions. 

Figure 1: Sequencing of climate change decisions 
 

 

 

 

 
 
Strategic choices and their relevance to upcoming decisions 
17. The key strategic choices relevant to the current landscape of climate change 

policy can be summarised as: 

• 

• 
• how the costs of the transition to a low emissions economy could be 

distributed and the speed at which the domestic economic transition takes 
place. 

 

18. 
.  A key decision is how to weight the objectives in the all-of-government 

Framework for Climate Change, particularly a) New Zealand being a global 
leader in climate change mitigation, and b) the potential benefits and risks to the 
domestic economy as it transitions to a low emissions environment in the future.  
New Zealand’s ambitions in relation to other countries also require a balance 
between the need for the domestic economy to adjust and the effects on 
international competitiveness. 

19.  
.  It is important to note that this figure is 

illustrative only: while the figure presents the two objectives as opposite ends of a 
spectrum, in reality the decision is more about how to balance the objectives of 
international leadership and the domestic impacts .  For 
example, the strength of the signal for the domestic transition also supports New 
Zealand’s international climate leadership. 
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Figure 2: Global leadership and domestic impact 
 

 

 

 

 

 

20. 

21. 

22. 

.  This transition should 
happen gradually enough to allow time for regions and communities to adapt, and 
to ensure that the economy has time to adjust to a new global environment 
without experiencing unsustainable costs (see discussion below on the pace of 
change).   

23. 
 At the same time, it is necessary to manage 

our climate action in ways that work for New Zealand’s economy and national 
circumstances, ensuring coordination between the government’s climate goals 
and its objectives around regional economic development and inclusive economic 
prosperity.  As such, it is vital that flexibility to use international units is 
maintained going forward.  This is especially due to the uncertainties inherent in 
any 30 year transition, and preserves the flexibility of current and future 
governments to adapt to significant adverse shocks while also meeting other 
objectives, such as preserving the wellbeing of New Zealanders.  
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24. While our international climate change commitments and our domestic emissions 
reduction target should be aligned and consistent, they do not have to be 
identical.  Our international commitments, currently embodied primarily (but not 
solely) in our 2030 Nationally Determined Contribution (NDC), represent New 
Zealand’s contribution to the collective global effort to reduce emissions that are 
causing the world’s temperatures to rise.  Such efforts can legitimately include 
both emissions reductions and carbon sequestration in New Zealand, as well as 
purchasing international units that represent genuine emissions reductions in 
other countries2 (thus, in effect, funding emissions reductions activities in other 
countries.)  New Zealand may consider purchasing international units where this 
is more cost effective than domestic mitigation.  As the below discussion 
highlights, New Zealand is likely to require both domestic emissions reductions 
and international purchases to meet its 2030 commitment. 

25.   
The NDC is an absolute reduction target managed using a carbon budget.  This 
effectively requires approximately 200 million tonnes of emissions reductions or 
mitigation in the period 2021-2030.  

 The purchase of any such units would only occur if: the 
credits/units are genuine and have environmental integrity; in doing so, the 
government maintains progress towards its transition to its climate targets; it 
makes economic sense to do so; and the government can do it in a way that will 
maintain incentives in domestic abatement opportunities, such as forestry.  

                                                
2 New Zealand explicitly acknowledges, in its NDC, its intention to use international markets and units in meeting its 
commitments. 
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26. 

27. 

 
 Figure 3:  Pathways to meeting the 2050 target and the 2030 NDC  

 
Source: Ministry for the Environment, 2018 

 

28. 

How is this relevant to upcoming decisions? 

29. 
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30. 

31. 

32. 

What is Treasury’s advice on immediate decisions? 

33.  predominantly as a 
domestic signal that will drive the structural adjustment and transition to a low-
emissions economy over the next 30 years.  In order to address the difference 
between this long term trajectory and the international commitments New 
Zealand has made, we recommend that you note the differences between the 
two trajectories, and maintain the option of using international units to make up 
the difference between them.   

34. 

35. 
 

 In our view, 
this balances potential risks and benefits to future economic prosperity and 
regional economic development, does not significantly dilute the domestic 
signalling function of the target, and has the advantage of maintaining flexibility 
for the future. We recommend that you request that officials provide further 
advice on how to define the boundaries of the use of such units, to ensure that 
the domestic signalling impact of the transition is not diluted, and to maintain a 
balance between flexibility and commitment to domestic action. 
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Costs and speed of the transition 
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What is Treasury’s advice on immediate decisions? 

54. 

  These 
decisions, along with the subsequent policies that implement them, will determine 
where transition costs are distributed, and how fast the transition happens.   

55. New Zealand’s experience of major reform in the late 1980’s is that failing to 
implement change in a timely way can exacerbate the negative impacts of a 
transition when it does occur, as reforms happen more suddenly and are 
experienced as more of a shock. These lessons are highly relevant to the 
transition to a low carbon economy.  Taking action earlier, so that change can be 
more gradual, may allow communities and regions to adapt at a pace that allows 
them to reap the benefits and opportunities of the new economic environment. 
 

Fiscal implications and risks 
 

56. The fiscal implications of any individual changes to domestic policy settings 
depend on how individual changes interact with New Zealand’s wider climate 
change policy landscape.  To fully assess these implications requires a broader 
view than the four-year forecast financial statements, 

 

57. 

 

58. As discussed above, Government decisions on how to manage the fiscal costs of 
climate change settings will affect the pace and costs of a long term transition to 
a low emissions economy, as well as the medium-term economic impacts.

                                                
3 This figure is based on estimates that New Zealand would need to reduce emissions by 155-175 million tonnes below 
BAU projections, and an emissions price of NZ$50/tonnes. However, other analysis, such as the 2017 Report of the 
High Level Commission on Carbon Prices led by Joseph Stiglitz and Nicholas Stern, indicated that in order to meet the 
Paris Agreement goal of limiting temperature rises to less than 2 degrees, a price of US$50-100/tonne by 2030 would 
be needed.  If this eventuated, this would significantly raise the costs of meeting the 2030 NDC.    
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Date Proposal Commentary on how decisions contribute 
to overall fiscal implications 

July 2018 
and early 
2019 

NZ ETS reforms  
- Consultation (July 

2018) 
- Policy decisions (late 

2018) 
 
 

In general, proposed changes to the NZ ETS 
improve the functioning of the NZ ETS and 
create mechanisms to deliver future settings 
(e.g. price ceiling).  Therefore, there are no 
direct fiscal impacts with most proposals. 
The NZ ETS currently provides for a $25 
price ceiling, which presents a fiscal risk to 
the Crown.  The process for reforms to the 
NZ ETS will affect the duration and scale of 
this risk.     
The proposed consultation includes changes 
to free allocation, which will have fiscal 
impacts.  However, changes to free allocation 
should be focused on managing ‘emissions 
leakage’ and therefore may not initially need to 
be coordinated with key decisions.      

November 
2018 

Zero Carbon Bill 
(including 2050 target): 
policy decisions 

There may be long-term fiscal implications 
associated with a 2050 target.  However, a 
decision on a 2050 target is not critically 
dependent on decisions about how to meet 
the existing 2030 target.   
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 Consultation 

62. This paper was circulated to agencies for feedback.  Comments from the Ministry 
of Business, Innovation and Employment, the Ministry for the Environment, the 
Department of Prime Minister and Cabinet and the Ministry of Transport were 
received and incorporated. 
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IN – CONFIDENCE 

 

Reference: T2018/2953     SH-10-8 
 
 
Date: 16 October 2018 
 
 
To: Minister of Finance (Hon Grant Robertson) 
CC: Associate Minister of Finance (Hon Dr David Clark) 
  Associate Minister of Finance (Hon David Parker) 
 Associate Minister of Finance (Hon Shane Jones) 
  Associate Minister of Finance (Hon James Shaw) 
   

 
 
From: Transition and Regional Economic Development, The Treasury 
  
 
Deadline: None 
(if any) 
 
 
Aide Memoire: The Zero Carbon Bill 
 
1. We understand that Ministerial meetings are scheduled for the week starting 

Monday 15 October 2018 to discuss the Zero Carbon Bill (ZCB) 
. This Aide Memoire, requested by your office, 

provides context to support the discussion at the meeting and expands on an 
earlier Aide Memoire provided to your office on Friday 12 October 2018 
[T2018/2951 refers].  

.  
 
 
Key Messages 
 

• 

• 

• 
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Relevant Context for your Discussion 
 
2. On Monday 8 October 2018, the Intergovernmental Panel on Climate Change 

(IPCC) released its Special Report on Global Warming of 1.5°C (the Special 
Report).  

3. 

 
• Global warming is likely to reach 1.5°C between 2030 and 2052 if it continues 

to increase at the current rate. 
• The climate-related risks the world will face and adaptation needs are lower 

for global warming of 1.5°C than they are for 2°C. 
• In emissions pathways with no or limited overshoot of 1.5°C, global CO2 

emissions reach net zero around 2050. Pathways that limit global warming 
to 1.5°C with no or limited overshoot also involve deep reductions in 
methane emissions. Allowing for high overshoot, global methane emissions 
do not necessarily have to reduce below current levels by 2050. 

• The data for net emissions of Kyoto gases in 2050 show that net zero 
for these gases is not required to limit warming to 1.5°C. Kyoto gases 
include carbon dioxide, methane, nitrous oxide, perfluorocarbons, 
hydrofluorocarbons and sulphur hexafluoride.   

• Pathways that limit global warming to 1.5°C with no or limited overshoot show 
system changes that are more rapid and pronounced over the next two 
decades than in 2°C pathways.  

• Estimates of the global emissions outcome of current Nationally Determined 
Contributions (NDCs) under the Paris Agreement would not limit global 
warming to 1.5°C, even if supplemented by very challenging increases in the 
scale and ambition of emissions reductions after 2030. Avoiding overshoot 
and reliance on future large-scale deployment of CO2 removal will only be 
achieved if global CO2 emissions start to decline sharply long before 
2030. 
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Treasury’s Preliminary Assessment of the Note 
 
4. In May 2018, Cabinet agreed that the Government’s framework for climate policy 

will be based on the following three pillars: 
a.  Leadership at home and internationally – setting a clear and ambitious 

goal which stimulates innovation and investment, and influences the global 
response. 

b.  A productive, sustainable and climate resilient economy – understanding the 
benefits and trade-offs of the transition and identifying best-value 
opportunities to reduce emissions. 

c.  A just and inclusive society – managing the pace and nature of the transition 
and supporting affected regions, sectors and communities. 
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12. 

13. 
 
 
 
 
Maria-Krystyna Duval, Senior Analyst, Transition and Regional Economic 
Development,
Tom Wilson, Senior Analyst, Transition and Regional Economic Development, 

Natalie Labuschagne, Manager, Transition and Regional Economic Development,
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