
 

1 The Terrace 
PO Box 3724  
Wellington 6140 
New Zealand  

tel.  +64-4-472-2733 
 
https://treasury.govt.nz 

Reference: 20190565 
 
 
19 November 2019 
 
 

Thank you for your Official Information Act request, received on 23 August 2019.  You 
requested: 
 

Under the Official Information Act 1982, I request the following information: 
1. All advice from Treasury to Ministers, Ministers’ offices or other Government 
departments or Ministries regarding the treatment of forestry in the proposed 
amendments to the Climate Change Response Act 2002, including all briefings, 
reports, emails, letters, meeting notes or other written communications. 
2. All Treasury documents or communications that mention averaging accounting 
and offset planting (including fiscal cost and any potential impact on the supply of 
carbon credits of such measures) that were used to inform any cabinet material 
relating to proposed amendments to the Climate Change Response Act 2002. 
The scope for this request is from January 1, 2019 to August 23, 2019. If you 
wish to limit the scope of this request please contact me on the details below. 

 
As you are aware, on 17 October a Treasury official notified you that Treasury 
accepted your OIA request prior to delivering the requested documents, under section 
15(1)(b) of the Official Information Act. 

 
Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.   Cabinet Paper cover note for OIA Release in full 

2.  21 February 2019 RE: Cab Paper on ETS forestry 
Operational and Permanent Post – 
1989 part 2. 

Release in part 

3.  4 March 2019 RE: ETS Forestry – Draft Cabinet 
Paper Briefing for comment 

Release in part 

4.  7 March 2019 RE: Hon Jones – early 
announcement paper 

Release in part 

s9(2)(a)
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5.  8 March 2019 RE: Noting Tsy position in 2019 
planting cabinet paper 

Release in part 

6.  15 March 2019 Aide Memoire: Cabinet Paper on 
the Introduction of Averaging 
Accounting for Forests in the New 
Zealand Emissions Trading 
Scheme 

Release in part 

7.  18 March 2019 RE: Removing some fiscal costs 
from ETS forestry averaging 
cabinet paper 

Release in part 

8.  15 April 2019 RE: Averaging Design Cabinet 
paper for agency review 

Release in part 

9.  23 April RE: Existing forests briefing Release in part 

10.  30 April 2019 FW: Consultation: Draft Cabinet 
Paper: New Zealand Emissions 
Trading Scheme: Design details 
and complementary measures 

Release in part 

11.  3 May 2019 Treasury Report: Briefing for 
Cabinet Economic Development 
Committee, 8 May 2019 

Release relevant part 

 
I have decided to release the relevant parts of 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, 

• names and contact details of officials, under section 9(2)(g)(ii) – to maintain the 
effective conduct of public affairs through protecting ministers, members of 
government organisations, officers and employees from improper pressure or 
harassment 

• names and contact details of junior officials and certain sensitive advice, under 
section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 
free and frank expression of opinions, 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. 
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Please note the Treasury’s position of being unable to recommend that Ministers 
support averaging accounting – as set out in emails in this information release – is a 
reflection of having insufficient information at the time, rather than disagreeing with the 
policy. 
 
An aide memoire (Document 5) advised the Minister of Finance that the Regulatory 
Impact Assessment (RIA) that accompanied the Cabinet Paper Introduction of 
Averaging Accounting for Forests in the New Zealand Emissions Trading Scheme was 
not quality assured by the Treasury regulatory quality panel as it was sent with 
insufficient time for assessment.  
 
This RIA was superseded by a subsequent RIA that assessed all the proposed forestry 
changes to the Emissions Trading Scheme. Final policy decisions were made using 
this RIA, which was considered by the Treasury regulatory quality panel to ‘meet’ 
Quality Assurance criteria. This RIA is available on the Te Uru Rākau website 
https://www.mpi.govt.nz/news-and-resources/consultations/a-better-ets-for-forestry. 
 
The aide memoire released also mentions an earlier RIA that did not meet the required 
standards of a cross-agency panel. This RIA relates to a different set of decisions than 
the ones that were eventually made by Cabinet.  
 
Ministry for Primary Industry officials wish to note that the content of the RIAs 
mentioned in this aide memoire either met the Treasury Panel’s Quality Assurance 
criteria at a later date or contained analysis of options that were not ultimately 
considered by Cabinet. 
 
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 
Manager, Transitions, Regions, and Economic Development  
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Security Classification - In Confidence 

 

Cover Note 

To: The Treasury  

From: James Johnson, Team Leader – Forestry, Domestic Climate Change  

Date: 18 September 2019 

Subject: Text for inclusion in the OIA response re Averaging Accounting   

 

This aide memoire advised the Minister of Finance that the Regulatory Impact Assessment (RIA) 
that accompanied the Cabinet Paper “Introduction of Averaging Accounting for Forests in the New 
Zealand Emissions Trading Scheme” was not quality assured by the Treasury regulatory quality 
panel as it was sent with insufficient time for assessment.  

This RIA was superseded by a subsequent RIA that assessed all the proposed forestry changes to 
the Emissions Trading Scheme. Final policy decisions were made using this RIA, which was 
considered by the Treasury regulatory quality panel to ‘meet’ Quality Assurance criteria. This RIA 
is available on the Te Uru Rākau website (https://www.mpi.govt.nz/news-and-
resources/consultations/a-better-ets-for-forestry). 

The aide memoire released also mentions an earlier RIA that did not meet the required standards 
of a cross-agency panel. This RIA relates to a different set of decisions than the ones that were 
eventually made by Cabinet.  

MPI officials wish to note that the content of the RIAs mentioned in this aide memoire either met 
the Treasury Panel’s Quality Assurance criteria at a later date or contained analysis of options that 
were not ultimately considered by Cabinet.  
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From: @mpi.govt.nz>
Sent: Thursday, 21 February 2019 6:26 PM
To:  [TSY]
Subject: RE: Cab Paper on ETS forestry Operational and Permanent Post-1989 part 2.

Hi 
Thanks for getting these to me today. 
 
Answers in line,  
Happy to chat if you would like. 
 
Thanks 

DDI:  MOB +   
[SEEMAIL] 
 
From:  [TSY] [mailto @treasury.govt.nz]  
Sent: Thursday, 21 February 2019 4:15 PM 
To: S
Subject: RE: Cab Paper on ETS forestry Operational and Permanent Post-1989 part 2. 
 
Hi 
 
Thanks for the extra time. A few comments and questions from me, mostly minor: 

• Para 19 – the form of the LSI is not clear to me. Is the problem identifying what piece of land you own, or 
whether the land is eligible? And how does the LSI fix either of those things?  

 
The problem is the land owner (or the possible purchaser) does not know it the land is eligible (or how the ETS 
classifies it) before they plant.  
The LSI will show the land status/eligibility and there will be the option to use that status as evidence of eligibility 
when registering land into the ETS.  
 
What the LSI is deliberately left vague, but basically it will be a map. 
There are technical definitions about what is a ‘map’ and what is not. When I drafted that version of the paper, we 
had been advised to avoid calling it a ‘map’ (but some flexibility has been shown in recent conversations).  
The National Environmental Standards for Plantation Forestry’s Erosion Susceptibility Classification is an example of 
a ‘tool’ that is not technically a map, but looks a lot like it (follow the first link). 
 

• Para 25 - are emissions rulings cost recovered? 

There is the option to cost recover in the current CCRA.  
I cannot find if the EPA currently does so.  
I would expect that there would be better setting of fees to match the effort under these new proposals. 
MPI does change for the registration into the ETS As new processes for emissions ruling and registration will be 
similar, I would expect alignment here. 
 

• Para 32 – presumably changing how far back a participant can claim refers to going back to the end of the six year 
exclusion period? The language is not quite clear on this. 

Yes, the relevant part of the CCRA is framed ‘the later of’ and we propose to add a new clause eg ‘x) for land which 
received a grant listed in [notice] the year listed in that [notice]. 
 

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i) s9(2)(g)(i)

s9(2)(k) s9(2)(a)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)
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• Also para 32 – the language seems to indicate only some grant-funded forests are excluded from claiming NZUs – 

is this because forests remain grant-funded forests after the six year exclusion period, or is optionality proposed? 
And I did not quite follow the point on operational simplicity – why should this be the whole CAA? 

The 1BT provisions place the 6 year limit on pine, but other species (natives, other exotics) have no such limit.  
The solution we allows for alternative exclusions to be set in any future grants and the ETS exclusion works provided 
the notice is updated.  
 
On the ‘whole CAA’  
This is two fold:  
1) It avoids arguments over exactly how much of the CAA is grant funded and how much should receive NZUs from 
year 0. 
2) Accounting at a sub-CAA level gets very complex very quickly so by setting this to work at the ‘whole’ CAA we 
encourage participants to avoid this complexity in future.  
For example, if there are 2 different aged forests in a CAA they are calculated individually, then summed. This works 
ok (people get it wrong though), until they are harvested and replanted. At this point you have two residual 
calculations (decay of the old forest’s roots) while the new planting’s calculation is based on planting year (so if 
replant is spread over three years, you may have up to 6 different sets of parallel calculations to run). An error in any 
of those means the whole CAA is ‘wrong’ and needs amending.  
 

• Para 41 – how does deregistration affect our international reporting – do deregistered forests cease to contribute 
to our international obligations? 

Forests deregistered from the ETS do not impact our international reporting. 
They are still ‘counted’, as are forests which never registered in the ETS.  
 

• Para 55 – isn’t it odd for the EPA to file an emissions return on behalf of someone – what are the risks with this 
approach? And the earlier of 2 years or the end of the current MERP seems quite soon – couldn’t the end of that 
MERP plausibly be within weeks of a transaction? 

This should have appended ‘and transfer documents’. The EPA can (currently) calculate the return under a different 
section , just not ‘finalise’ the transfer. 
 
Under the CCRA they should have notified MPI within 20 working days of the transfer, and do all the paper work.  
We have amended timing to be the ‘last date the MER is due’ in all cases, and you need to be a participant (with 
holding account) to file one.  
This means a transfer on 31 December would have to 30 June (or the end of July, with exemption) the next year to 
become compliant. 
 

• Para 60 – how would TUR construct a deemed value? 

This is modelled on the Fisheries provisions around catch in excess of quota. 
 
For major exotic species we collect data as part of MPI’s statistics work.  
Through our work under the Forests Act we get informal data on the prices of native timber being traded.  
The process would be formalising data gathering for native timber, developing a periodic update (e.g. before each 
MERP) and then publishing it for comment/feedback. It would then be formalised 
 
 

• Para 100 -- what regulation changes are needed to reduce operating costs? I did not see these in the paper. 

Currently a participant with more than 100ha of post-1989 forest must undertake a ‘field measurement approach’ 
FMA measurement every MERP. this starts at $12,000.  
The FMA, and its timing, is set in regulation so we would vary this for the Mini-MERP (they would use the one they 
have)  
We are analysing national level info for the 2 FMA data collections, and this will have little impact on total unit flows.
Will make the cost clearer, but caveat it so not pre-empting the Cabinet decisions in regulation. 
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Happy to discuss. 
 

 
 | Transition & RED | The Treasury 

| @treasury.govt.nz 
 
From: @mpi.govt.nz>  
Sent: Thursday, 21 February 2019 8:14 AM 
To:  [TSY] @treasury.govt.nz> 
Subject: RE: Cab Paper on ETS forestry Operational and Permanent Post-1989 part 2. 
 
HI 
I plan to send it to managers early on Friday so feedback today would be ok.  
 
Alternatively, I would be happy to meet to discuss the proposals.  
 
Thanks 

DDI: | MOB +   
[SEEMAIL] 
 
From:  [TSY] [mailto: @treasury.govt.nz]  
Sent: Wednesday, 20 February 2019 6:40 PM 
To: @mpi.govt.nz> 
Subject: RE: Cab Paper on ETS forestry Operational and Permanent Post-1989 part 2. 
 
[UNCLASSIFIED] 
 
Hi 
 
Apologies for the delay, a few things have come up here and so I have not had a chance to get to this yet. Would feedback 
tomorrow still be OK? 
 

 
From: @mpi.govt.nz>  
Sent: Friday, 15 February 2019 3:39 PM 
To:  

Subject: RE: Cab Paper on ETS forestry Operational and Permanent Post-1989 part 2. 
 
Hello all,  
Apologies on this being a Friday distribution, but I felt it was better to send a more mature paper than a first draft.  
That said, the recommendations are long, and ideas to reduce them would be appreciated. 
 
Would it be possible to have any comments by COP Wednesday?  
 
 
Thanks 

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(k)

s9(2)(k) s9(2)(a)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)
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Deleted - Not Relevant to Request

 

 

 

20190565 TOIA Binder Doc 2
Page 4 of 48



4

DDI: | MOB 
[SEEMAIL] 
 
From:   
Sent: Monday, 11 February 2019 5:37 PM 
To: 

Subject: Cab Paper on ETS forestry Operational and Permanent Post-1989 part 2. 
 
HI all,  
We are preparing a Cabinet paper on the second set of changes to the forestry operational and permanent post-
1989 parts of the ETS. 
 
These issues (refer below) are either focused on those parts of the Consultation which were not in the December 
paper or are linked to other decisions being made across the various forest related work streams. The proposals are 
to create enabling provisions (for regulations to follow) or to address the few outstanding compliance issues for the 
oddities of forestry.  
 
These issues are separate to the accounting changes proposed for post-1989 forest (e.g. averaging) which is 
leading. 
 
I hope to circulate a draft Cab paper (it will be relatively short) in the next few days on this. A draft RIA will follow  
We are aiming for the March 14 ENV session.  
 
Happy to have discuss by phone or in person. 
 

 | Senior Analyst | Land Management Analysis 
Forestry & Land Management Directorate 
Te Uru Rākau – Forestry New Zealand 
Ministry for Primary Industries – Manatū Ahu Matua | Pastoral House 25 The Terrace | PO Box 2526 | Wellington | 
New Zealand  
DDI + | Mob  | Web: www.mpi.govt.nz  
[SEEMAIL] 
 
 
Significant policy decisions 
There are 6 issues which MPI are proposing which impact significant numbers of land owners, or will be rarely used 
but provide useful legislative tools to manage non-compliance. All these issues were consulted on in the September 
2018 period, except the Grant funded forests issue. 
The issues are: 

1) Enabling the use of better land information in determining ETS eligibility and improving the emission ruling 
process. This work was previously referred to as the ‘map’, and will improve confidence in investment in 
forestry . 

2) Preventing the issuance of units to a grant-aided forest during the term of its grant agreement (post-1989 
forest land). This implements the decisions around the One Billion Trees grant funding programmes that 
grant funded pine forest will not receive NZUs for 6 years after planting.. 

3) Re-aligning mandatory emission return periods with international reporting periods (affecting post-1989 
forestry participants). This will assist in the predictability of unit supply in the 2020s. While this was linked to 
averaging in the consultation, the preferred option of averaging reduces this link. 

s9(2)(k)

s9(2)(k)

s9(2)(a)

s9(2)(a)

s9(2)(g)(i)

s9(2)(g)(i)

Deleted - Not Relevant to Request
Deleted - Not Relevant to Request

s9(2)(g)(i)

 

 

 

20190565 TOIA Binder Doc 2
Page 5 of 48



5

4) Deregistering nonentities and persistently non-compliant participants. This is intended to manage non-
compliance where ongoing compliance penalties does not achieve the desired result. We have developed 
this option to enable a participant to ‘become’ complaint easily and avoid these provisions.  

5) Non-compliance of post-1989 forestry participants with transmission of interest obligations. This 
compliments proposal 4, and addresses participants who have not completed their obligations when 
acquiring registered land. We have developed this option to enable a participant to ‘become’ complaint 
easily and avoid these provisions.  

6) Penalties for breaching permanence conditions in Permanent post-1989 forests. Determining the penalty 
level for clear-felling a PP89 forest in the ‘no clear-fell’ period. 

 
Minor and Technical issues 
There are 6 issues which we consider to be minor and technical: 

1. Clarification of the treatment of post-1989 forest land deforested on boundaries of a forest (make clear the 
land is deregistered).  

2. Inability to reference ‘forestry’ regulations and standards in a section 60 exemption (reduce complexity of 
granting s60 exceptions). 

3. Clarification of a provision relating to Unincorporated Bodies (make clear any Unincorporated Bodies which 
is a participant must provide details) 

4. Remove the consolidate groups option for forestry (adds significant complexity and does not reduce 
compliance cost for foresters. No consolidated groups submitted a return in the most recent MERP period) 

5. Simplify emissions returns for participants by allowing them to provide ‘raw’ information to Te Uru Rākau 
and allow more pre-population of emissions returns for participants. This will result in simpler participation, 
and reduce the compliance burden.  

6. Provide clarity on what ‘best practice forest management’ means, as it is referenced in several places but 
there is no consistent definition or ex ante knowledge of if it will apply. 

 
 
 
 

______________________________________________________________________________________
____________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

______________________________________________________________________________________
____________________________ 

CONFIDENTIALITY NOTICE 

 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may 
also be legally privileged. If you are not an intended addressee: 
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a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 
2733); 
b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  

______________________________________________________________________________________
____________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

______________________________________________________________________________________
____________________________ 

__________________________________________________________________________________________________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

__________________________________________________________________________________________________________________ 
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From:  [TSY]
Sent: Monday, 4 March 2019 3:57 PM
To: ' '; ' '
Subject: RE: ETS Forestry - Draft Cabinet Paper and Briefing for comment

[SEEMAIL][SENSITIVE] 
 
Hi 
 
Apologies for being after the deadline. A few comments as follows.  
 
CAB paper 

• I can’t help but read this paper as an in-principle agreement to introduce averaging. If we think averaging is 
necessary for foresters to begin planting this season, then isn’t this paper tying Ministers’ hands (and without the 
benefit of the more fulsome analysis that will be in the April paper)? At this stage, I think TSY is going to struggle 
to recommend MoF support this paper. 

• There are some unit supply/target/fiscal risks that Ministers should be cognisant of when considering whether to 
make an announcement – these should be brought into the paper. 

• How much afforestation do we think would be deferred? 
• At what point does an announcement come too late to influence planting behaviour?  

 
Report  

• Para 18: How do the band averages fit with our international reporting? 
• Para 21: What is the likely strength of the ETS’ contribution to rotation length decisions? At the margin, I’d expect 

incentives to bunch around the shorter end of the rotation band, and that could create issues if unit flows are 
based on the mid-point. 

• Para 23: how does an exclusion period solve the “loophole?” 
• Para 25: what reporting requirements would be shed? Are there any growth rate assumptions that need to be 

verified for international reporting, or is it all down to area, species and rotation length? 
• Para 26: does this exactly mirror international reporting, or does the Crown bear some residual risk? 
• Para 38: is the averaging approach to international reporting likely to endure beyond 2030?  
• Para 41: should it be fleshed out a bit here that unit supply/stockpile/target/fiscal risks are present, and that, at 

the very least, auctioning will be pushed back?  
– there are a few decisions to be taken this year that will impact the stockpile, and Ministers should ideally be 
clear on the cumulative impacts. 

• Para 43: 25 million NZUs is 3/4s of a year’s supply – can I see an example of where else this level of uncertainty is 
faced? 

 
Looking back at the report comments, it might be easier to meet – but let me know if you agree. 
 

 
 | Transition & RED | The Treasury 

 @treasury.govt.nz 
 
From:   
Sent: Thursday, 28 February 2019 5:17 PM 
To: 

s9(2)(g)(i)

s9(2)(g)(i)
s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(k)
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Subject: ETS Forestry - Draft Cabinet Paper and Briefing for comment 
 
Afternoon all, 
 
As you may be aware, we have been developing a package of proposals to improve the incentives for forestry within 
the New Zealand Emissions Trading Scheme. 
 
As part of this we are proposing that Ministers Jones and Shaw take decisions to Cabinet in March and early April: 

• March: A Cabinet paper seeking authorisation from Cabinet to make an early announcement about the 
eligibility for averaging accounting in 2019 

• April: A Cabinet paper seeking agreement to a comprehensive package of proposals to improve the 
incentives for forestry in the ETS. This will be prefaced by a briefing to Ministers Jones and Shaw (attached 
for review).  

 
 
Cabinet paper – seeking comments from all. 
 
Attached is a draft version of this first Cabinet paper for your review. This paper seeks to provide an early 
announcement to post-1989 foresters that forests planted from 1 January 2019 will have the ability to use the 
averaging accounting approach if it is subsequently introduced into the New Zealand Emissions Trading Scheme 
(ETS). 
 
This paper is likely to be lodged for the 20 March DEV meeting. 
 
 
Briefing – comments required from MPI, Te Uru Rakau and MfE, comments not necessary but welcomed from 
others.  
 
Attached is the draft version of a briefing to Ministers Jones and Shaw on the comprehensive package of proposals. 
This is also for your review, following on from an initial review a few weeks ago.  
 
As this is a very tight time frame, I have put new substantive text in blue so am happy for you to focus on those 
sections only. The rest of the briefing is very similar to the earlier version circulated, with early comments 
incorporated.  
 
We are intending to send this briefing to Ministers by 8th March. 
 
 
Comments 
 
We request any comments you might have on these documents by midday (12pm) Monday if possible. Apologies 
for the short-turn around. Comments can be in the form of high level feedback, changes to the attached documents, 
or an in person/over the phone conversation.  
 
If you have any comments or questions on the Cabinet paper, please send these to  
( @mpi.govt.nz   
 
If you have any comments or questions on the Briefing, please send these to  ( @mpi.govt.nz -

. 
 
 
 
Kind Regards, 

 
 

s9(2)(a)

s9(2)(a)

Deleted - Not Relevant to Request
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s9(2)(g)(i)
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Policy Analyst | Domestic Climate Change  
Environment and Communities | Policy & Trade 
DDI: | Extn: 
Mobile:
Charles Fergusson Tower, 34-38 Bowen Street, Pipitea 
PO Box 2526, Wellington 6011 
 

 
 

__________________________________________________________________________________________________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

__________________________________________________________________________________________________________________ 
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From:  [TSY]
Sent: Thursday, 7 March 2019 4:25 PM
To: ^Ext: Ben Temple
Cc: Natalie Labuschagne [TSY]
Subject: RE: Hon Jones -early announcement paper

Hi Ben 
 
Sorry for the delay. I think we will just brief MoF and AMoFs – unless you have a different view? 
 
Thanks 

 
From: Ben Temple  
Sent: Thursday, 7 March 2019 1:33 PM 
To:  [TSY] ; Kelly Chapman [TSY]  
Cc: Tim Bennetts ;  ; Linda Cameron [TSY] ; RIA Team [TSY] ; Simon McLoughlin [TSY] ; Natalie 
Labuschagne [TSY]  
Subject: RE: Hon Jones -early announcement paper 
 
[IN-CONFIDENCE] 
 
Great, thanks for the quick turnaround, all. 
 

/Natalie: let me know if you want a comment inserted in the paper beyond ‘do not support’. It is hard to judge 
what the risks are and who is exposed if Ministers opt to proceed.  
 
Ben  
 
From:  [TSY] [mailto: @treasury.govt.nz]  
Sent: Thursday, 7 March 2019 1:27 PM 
To: Kelly Chapman [TSY] <Kelly.Chapman@treasury.govt.nz>; Ben Temple <Ben.Temple@parliament.govt.nz> 
Cc: Tim Bennetts <Tim.Bennetts@mfe.govt.nz>;  < @mpi.govt.nz>; Linda Cameron [TSY] 
<Linda.Cameron@treasury.govt.nz>; RIA Team [TSY] <RIA.Team@treasury.govt.nz>; Simon McLoughlin [TSY] 
<Simon.McLoughlin@treasury.govt.nz>; Natalie Labuschagne [TSY] <Natalie.Labuschagne@treasury.govt.nz> 
Subject: RE: Hon Jones -early announcement paper 
 
Hi Ben 
 
Presuming Ministers are still seeking to make an announcement, this does not alter my view either.  
 
I spoke with Matt at MfE – the sticking point is the info available to support the decision. MfE and MPI appear confident 
that averaging for new forests is the decision they will recommend to Ministers (and we see this paper as effectively 
seeking that decision in principle). However, TSY has not been involved in the analysis and the RIA material is not up to 
supporting that decision, so we are not yet in a position to make the same recommendation.  
 

 
From: Kelly Chapman [TSY] <Kelly.Chapman@treasury.govt.nz>  
Sent: Thursday, 7 March 2019 1:05 PM 
To: ^Ext: Ben Temple <Ben.temple@parliament.govt.nz> 
Cc: Tim Bennetts <Tim.Bennetts@mfe.govt.nz>;  < @mpi.govt.nz>; Linda Cameron [TSY] 
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<Linda.Cameron@treasury.govt.nz>; RIA Team [TSY] <RIA.Team@treasury.govt.nz>;  [TSY] 
< @treasury.govt.nz>; Simon McLoughlin [TSY] <Simon.McLoughlin@treasury.govt.nz> 
Subject: FW: Hon Jones -early announcement paper 
 
Hi Ben, 
 
Thanks for your email. I am the RIAT contact on this while Linda is off sick, although I am out of the office today with 
only sporadic access to my emails. Call me on  if you need to discuss this further.  
 
As I see it, this new rec would not change the QA assessment as the RIA does not give Ministers any understanding 
of the implications of such a decision. There is not sufficient analysis of whether any new forests should be eligible 
for the accounting approach if that is decided to be the best approach later. And therefore the RIA does not meet 
the requirements.  
 

may have more to add about the merits of this rec.  
 
Cheers 
Kelly 
 
From: Tim Bennetts <Tim.Bennetts@mfe.govt.nz>  
Sent: Thursday, 7 March 2019 10:32 AM 
To: Kelly Chapman [TSY] <Kelly.Chapman@treasury.govt.nz> 
Cc: Linda Cameron [TSY] <Linda.Cameron@treasury.govt.nz>;  < @mpi.govt.nz> 
Subject: RE: Hon Jones -early announcement paper 
 
Hi Kelly 
 
See the message below from Ben Temple. I’m not really sure what he’s asking here. As far as I’m concerned the 
amended recs make no difference to the QA statement as it’s the RIA Summary we were assessing and not the Cab 
paper. 
 
Happy to discuss 
 
Tim 
 
 
Tim Bennetts – Principal Adviser 
Ministry for the Environment – Manatū Mō Te Taiao. Phone: 
 
 
From: Ben Temple <Ben.Temple@parliament.govt.nz>  
Sent: Thursday, 7 March 2019 9:48 AM 
To: (TREASURY) < @treasury.govt.nz>; Linda Cameron [TSY] 
<Linda.Cameron@treasury.govt.nz>; Tim Bennetts <Tim.Bennetts@mfe.govt.nz>;  
< @mpi.govt.nz> 
Subject: FW: Hon Jones -early announcement paper 
Importance: High 
 
[IN-CONFIDENCE] 
 
Hi all,  
 
Apologies for short notice… Can you advise agency and RIAT views on updated recs below asap? 
 
Key agree rec is  
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Agree that any new post-1989 forests planted from 1 January 2019 will be eligible to use averaging 
accounting should Cabinet decide to introduce averaging accounting for new forests under the New Zealand 
Emissions Trading Scheme.  
 

 it may pay to check in with Roger or Matt, and also DPMC—depending how much time you have. 
 
Please give me a call if you want to discuss. 
 
Ben 
 

 

Ben Temple | Economic Advisor 
Office of Hon James Shaw  
Minister for Climate Change | Minister of Statistics | Associate Minister of Finance  
Level 7, Bowen House, Parliament Buildings, 80 Lambton Quay | Private Bag 18041 | Wellington 6160 | New 
Zealand  
P:  Cell:
E: Ben.temple@parliament.govt.nz  

 
The information contained in this email message is intended only for the addressee. It may be legally privileged. If you are not the intended 
recipient you must not use, disclose, copy or distribute this message or the information in it as this may be unlawful. If you have received this 
message in error, please email or telephone the sender immediately. 
 
From: Mark Baker-Jones  
Sent: Thursday, 7 March 2019 9:31 AM 
To: Rachel M Ward <Rachel.M.Ward@mfe.govt.nz>; Ben Temple <Ben.Temple@parliament.govt.nz> 
Subject: RE: Hon Jones -early announcement paper 
 
Thanks. Papers needs to go out for ministerial consultation today. 
 
Ngā mihi 

 

Mark Baker-Jones | Ministerial Advisor 
Office of Hon James Shaw 
P:  Cell: 

From: Rachel M Ward [mailto:Rachel.M.Ward@mfe.govt.nz]  
Sent: Thursday, 7 March 2019 9:01 AM 
To: Mark Baker-Jones <mark.baker-jones@parliament.govt.nz>; Ben Temple <Ben.Temple@parliament.govt.nz> 
Subject: RE: Hon Jones -early announcement paper 
 
Morena – I’ve passed this onto Matt Cowie and Roger and will do my best to get this advice to your ASAP. 
 
What’s the reason for the increased urgency? 
 
Thanks 
Rachel  
 
From: Mark Baker-Jones <mark.baker-jones@parliament.govt.nz>  
Sent: Thursday, 7 March 2019 5:33 AM 
To: Rachel M Ward <Rachel.M.Ward@mfe.govt.nz>; Ben Temple <Ben.Temple@parliament.govt.nz> 
Subject: Hon Jones -early announcement paper 
 
 
Morena  
Would you ask your agencies to let is know ASAP their position on this paper. It has now become urgent 
and I need to have a feel where it is. Very eager to get it lodged today. Thanks 
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Can I ask you get some urgent advice from your agencies as to whether they would be willing to accept the 
following recs for the forestry paper, subject to the recs being sufficiently supported by statements in the 
body of the paper. 
 
Note that we intend to bring a paper to Cabinet in April which will seek agreement to a package of 
improvements to the incentives for forestry in the ETS. 
 
Note that many forestry participants are seeking clarity now about whether the averaging accounting 
approach will be applicable for the forests that they plant in winter 2019.  
 
Note that there was strong stakeholder support for averaging accounting during consultation. 
 
[needs finessing] Note that in the consultation material on forestry in the ETS [Cab ref], a clear preference 
for introducing averaging for new forests was indicated by the government; and that no significant issues 
with the proposal of introducing averaging for new forests has arisen through the consultation process, or 
through subsequent analysis from officials 
 
Note that without clarity this March about whether averaging will be applicable to current planting there is 
risk that foresters will defer planting for this winter.  
 
Note that it is our intention to include in the upcoming package of proposals in April a provision that any 
new post-1989 forests planted from 1 January 2019 will be eligible to use the averaging accounting 
approach. 
 
Agree that any new post-1989 forests planted from 1 January 2019 will be eligible to use averaging 
accounting should Cabinet decide to introduce averaging accounting for new forests under the New Zealand 
Emissions Trading Scheme.  
 
 
Ngā mihi 

 

Mark Baker-Jones | Ministerial Advisor 
Office of Hon James Shaw 
Minister for Climate Change | Minister of Statistics | Associate Minister of Finance | Acting Associate Minister of 
Transport | Acting Associate Minister of Health 
Level 7, Bowen House, Parliament Buildings, 80 Lambton Quay | Private Bag 18041 | Wellington 6160 | New 
Zealand  
P:  Cell: 
E: mark.baker-jones@parliament.govt.nz  

 
The information contained in this email message is intended only for the addressee. It may be legally privileged. If you are not the intended 
recipient you must not use, disclose, copy or distribute this message or the information in it as this may be unlawful. If you have received this 
message in error, please email or telephone the sender immediately.  
 
Please note information about meetings related to the Ministers’ portfolios will be proactively released (this does not include personal or 
constituency matters). For each meeting in scope, the summary would list: date, time (start and finish), brief description, location, who the 
meeting was with, and the portfolio. If you attend a meeting with the Minister on behalf of an organisation, the name of the organisation will be 
released. If you are a senior staff member at an organisation, or meet with the Minister in your personal capacity, your name may also be 
released. The location of the meeting will be released, unless it is a private residence. The proactive release will be consistent with the 
provisions in the Official Information Act, including privacy considerations. Under the Privacy Act 1993 you have the right to ask for a copy of 
any personal information we hold about you, and to ask for it to be corrected if you think it is wrong. If you’d like to ask for a copy of your 
information, or to have it corrected, or are concerned about the release of your information in the meeting disclosure, please contact the sender. 
You can read more about the proactive release policy at https://www.dia.govt.nz/Proactive-Releases#MS  
 
 

 

********************************************************************************************* 
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Please Note: The information contained in this e-mail message and any attached files may be confid*ential information, and may also be the 
subject of legal professional privilege. It is not necessarily the official view of the Ministry for the Environment. If you are not the intended recipient, 
any use, disclosure or copying of this e-mail is unauthorised. If you have received this e-mail in error, please notify us immediately by reply e-mail 
and delete the original. Thank you. 

 

********************************************************************************************* 

 

CONFIDENTIALITY NOTICE 

 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may 
also be legally privileged. If you are not an intended addressee: 
a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 
2733); 
b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  
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From:  [TSY]
Sent: Friday, 8 March 2019 12:09 PM
To: ' '
Cc:
Subject: RE: Noting Tsy position in 2019 planting cabinet paper

Hi 
 
Here is a revised suggestion. To us the benefits seem relatively small – 5 million in the context of 1,000 million – but 
ultimately up to Ministers to make a call on their view of the risk and their tolerance for it.  
 
The Treasury considers the risk with this approach is that, owing to heightened forester expectations, averaging 
becomes more difficult to defer or not adopt when Ministers come to take final decisions in the light of the 
completed policy analysis. We are therefore unable to recommend that Ministers support the paper. The key 
question for Ministers is whether the benefits – up to 5 million additional trees – outweigh that risk.  
 
FYI, this text has also gone in the RIA aide memoire to MoF (the one outlining the supplementary analysis process). 
Presume the RIA folk are in touch with your team about this. 
 

 
From:   
Sent: Friday, 8 March 2019 11:08 AM 
To:  [TSY]  
Cc:   
Subject: RE: Noting Tsy position in 2019 planting cabinet paper 
 
Hi 
 
There is a statement in the RIS (section 2.1) that: 
 
“Officials estimate that by announcing new forest averaging is available for forests planted from 2019 onwards, 
planting could increase by up to around 4,000 hectares on top of business-as-usual levels this year. Conversely a 
failure to announce in time for this season could result in a drop below BAU.” 
 
I think this is one step short of explicitly saying that we could see at least 4,000 ha of afforestation deferred. 
Whether this carries over to 2020 planting or is cancelled is dependent on several factors, such as nursery capacity. 
 
We are already receiving reports from multiple sources that seedling orders for this year are being cancelled, 
reiterating the urgency of this decision. 
 
Thanks, 

 
 
From:  [TSY] [mailto: @treasury.govt.nz]  
Sent: Friday, 8 March 2019 10:32 AM 
To:  < @mpi.govt.nz> 
Cc:  < @mpi.govt.nz> 
Subject: RE: Noting Tsy position in 2019 planting cabinet paper 
 
Thanks . Suggest re-wording something like the following: 
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The Treasury considers there is a risk that, owing to heightened forester expectations, averaging 
becomes more difficult to defer or not adopt when Ministers come to take final decisions. In 
addition, the extent of afforestation an early announcement would generate is not known. 
Accordingly, we are unable to recommend that Ministers support the paper. 
 
Unless my question about the extra afforestation has since been answered? 
 
Our view isn’t a strong do not support, more that we do not have a clear enough sense that the benefits outweigh the 
risks to recommend in favour. 
 

 
From:  < @mpi.govt.nz>  
Sent: Friday, 8 March 2019 8:20 AM 
To:  [TSY] < @treasury.govt.nz> 
Cc:  < @mpi.govt.nz> 
Subject: Noting Tsy position in 2019 planting cabinet paper 
 
Morning
 
We’re making an amendment to the Cabinet Paper to reflect Treasury’s position, and sending it up this morning for 
Ministerial consultation. Is the highlighted text below accurate and appropriate? 
 

54. This paper was drafted by the Ministry for Primary Industries (MPI). The following agencies 
were consulted on this paper: the Ministry for the Environment (MfE), The Treasury, 
Department of Prime Minister and Cabinet, Te Puni Kōkiri, the Ministry of Justice, the 
Ministry of Business, Innovation and Employment, the Ministry of Foreign Affairs and 
Trade, the Department of Conservation and the Environmental Protection Authority. The 
Treasury have noted they do not support this proposal due to the risk of binding Cabinet to 
a future decision on applying averaging accounting. 

 
Thanks, 

 
 
From:   
Sent: Monday, 4 March 2019 4:33 PM 
To:  [TSY] < @treasury.govt.nz>;  < @mpi.govt.nz> 
Cc:  < @mpi.govt.nz>; @mpi.govt.nz> 
Subject: RE: ETS Forestry - Draft Cabinet Paper and Briefing for comment 
 
Hi 
 
Thank you for those comments on the Cabinet paper. We’ll reflect on those and will come back to you soon. 
 
Cheers 
 

 
From:  [TSY] [mailto: @treasury.govt.nz]  
Sent: Monday, 4 March 2019 3:57 PM 
To:  < @mpi.govt.nz>;  < @mpi.govt.nz> 
Subject: RE: ETS Forestry - Draft Cabinet Paper and Briefing for comment 
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[SEEMAIL][SENSITIVE] 
 
Hi 
 
Apologies for being after the deadline. A few comments as follows.  
 
CAB paper 

• I can’t help but read this paper as an in-principle agreement to introduce averaging. If we think averaging is 
necessary for foresters to begin planting this season, then isn’t this paper tying Ministers’ hands (and without the 
benefit of the more fulsome analysis that will be in the April paper)? At this stage, I think TSY is going to struggle 
to recommend MoF support this paper. 

• There are some unit supply/target/fiscal risks that Ministers should be cognisant of when considering whether to 
make an announcement – these should be brought into the paper. 

• How much afforestation do we think would be deferred? 
• At what point does an announcement come too late to influence planting behaviour?  

 
Report  

• Para 18: How do the band averages fit with our international reporting? 
• Para 21: What is the likely strength of the ETS’ contribution to rotation length decisions? At the margin, I’d expect 

incentives to bunch around the shorter end of the rotation band, and that could create issues if unit flows are 
based on the mid-point. 

• Para 23: how does an exclusion period solve the “loophole?” 
• Para 25: what reporting requirements would be shed? Are there any growth rate assumptions that need to be 

verified for international reporting, or is it all down to area, species and rotation length? 
• Para 26: does this exactly mirror international reporting, or does the Crown bear some residual risk? 
• Para 38: is the averaging approach to international reporting likely to endure beyond 2030?  
• Para 41: should it be fleshed out a bit here that unit supply/stockpile/target/fiscal risks are present, and that, at 

the very least, auctioning will be pushed back?  
– there are a few decisions to be taken this year that will impact the stockpile, and Ministers should ideally be 
clear on the cumulative impacts. 

• Para 43: 25 million NZUs is 3/4s of a year’s supply – can I see an example of where else this level of uncertainty is 
faced? 

 
Looking back at the report comments, it might be easier to meet – but let me know if you agree. 
 

 
 | Transition & RED | The Treasury 

 @treasury.govt.nz 
 
From:  < @mpi.govt.nz>  
Sent: Thursday, 28 February 2019 5:17 PM 
To:

 

Subject: ETS Forestry - Draft Cabinet Paper and Briefing for comment 
 
Afternoon all, 
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As you may be aware, we have been developing a package of proposals to improve the incentives for forestry within 
the New Zealand Emissions Trading Scheme. 
 
As part of this we are proposing that Ministers Jones and Shaw take decisions to Cabinet in March and early April: 

• March: A Cabinet paper seeking authorisation from Cabinet to make an early announcement about the 
eligibility for averaging accounting in 2019 

• April: A Cabinet paper seeking agreement to a comprehensive package of proposals to improve the 
incentives for forestry in the ETS. This will be prefaced by a briefing to Ministers Jones and Shaw (attached 
for review).  

 
 
Cabinet paper – seeking comments from all. 
 
Attached is a draft version of this first Cabinet paper for your review. This paper seeks to provide an early 
announcement to post-1989 foresters that forests planted from 1 January 2019 will have the ability to use the 
averaging accounting approach if it is subsequently introduced into the New Zealand Emissions Trading Scheme 
(ETS). 
 
This paper is likely to be lodged for the 20 March DEV meeting. 
 
 
Briefing – comments required from MPI, Te Uru Rakau and MfE, comments not necessary but welcomed from 
others.  
 
Attached is the draft version of a briefing to Ministers Jones and Shaw on the comprehensive package of proposals. 
This is also for your review, following on from an initial review a few weeks ago.  
 
As this is a very tight time frame, I have put new substantive text in blue so am happy for you to focus on those 
sections only. The rest of the briefing is very similar to the earlier version circulated, with early comments 
incorporated.  
 
We are intending to send this briefing to Ministers by 8th March. 
 
 
Comments 
 
We request any comments you might have on these documents by midday (12pm) Monday if possible. Apologies 
for the short-turn around. Comments can be in the form of high level feedback, changes to the attached documents, 
or an in person/over the phone conversation.  
 
If you have any comments or questions on the Cabinet paper, please send these to  
( @mpi.govt.nz – 
 
If you have any comments or questions on the Briefing, please send these to  ( @mpi.govt.nz -

). 
 
 
 
Kind Regards, 

 
 
 
 

 
Policy Analyst | Domestic Climate Change  
Environment and Communities | Policy & Trade 
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DDI: | Extn: 
Mobile: 
Charles Fergusson Tower, 34-38 Bowen Street, Pipitea 
PO Box 2526, Wellington 6011 
 

 
 

__________________________________________________________________________________________________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

__________________________________________________________________________________________________________________ 

CONFIDENTIALITY NOTICE 

 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may 
also be legally privileged. If you are not an intended addressee: 
a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 
2733); 
b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  

__________________________________________________________________________________________________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

__________________________________________________________________________________________________________________ 

__________________________________________________________________________________________________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

__________________________________________________________________________________________________________________ 
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IN-CONFIDENCE 
 

Treasury:4084702v2 IN-CONFIDENCE 1 

Reference: T2019/721     SH-11-2-7-2-2 
 
 
Date: 15 March 2019 
 
 
To: Minister of Finance 

(Hon Grant Robertson) 
 
 
 
 
Deadline: ASAP and no later than 19 March 2019 
 
 
Aide Memoire: Cabinet Paper on the Introduction of Averaging 
Accounting for Forests in the New Zealand Emissions Trading 
Scheme  

Purpose 
 
The purpose of this aide memoire is to advise you that the Cabinet Paper on the 
“Introduction of Averaging Accounting for Forests in the New Zealand Emissions Trading 
Scheme”, is accompanied by a Regulatory Impact Assessment (RIA) that has not been 
quality assured, because it was sent with insufficient time for assessment.  
 
As a result, you have discretion as to whether this paper should proceed to the Cabinet 
Committee agenda. If the paper does proceed and substantive decisions are made, the 
Minister of Forestry will need to provide a Supplementary Analysis Report, the nature and 
timing of which are to be agreed with you. 
 
The Treasury’s policy team will be providing their view on the proposal in the DEV Cabinet 
Committee briefing later today. 
 
Background 
 
The Minister has lodged this Cabinet paper for consideration by DEV on 20 March. The 
paper is seeking “final high-level” decisions and an early announcement on the decision to 
introduce averaging accounting for new and existing forests.  
 
We understand this paper replaces the previous proposal which was seeking an “in-principle” 
decision and an early announcement that forests established in 2019 will be eligible to use 
an averaging accounting approach within the New Zealand Emissions Trading Scheme (NZ 
ETS) [T2019/629 refers]. The RIA accompanying the previous Cabinet paper was assessed 
by a cross agency panel (containing Treasury, the Ministry for the Environment and Ministry 
for Primary Industries) as does not meet the required standards. 
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Treasury:4084702v2 IN-CONFIDENCE 2 

What does the Cabinet paper propose? 
 
We understand the paper is proposing that if a forest is registered for the ETS after 
31 December 2020 they must use averaging accounting. It is also proposing that if a forest is 
registered for  the ETS before 1 January 2021 there is a choice to transition from stock 
accounting to averaging accounting. 
 
We have been informed that the Minister will seek decisions on the design details of 
averaging accounting in April 2019 as part of a package of proposals to improve incentives 
for forestry in the ETS. However, April decisions are considered too late to provide certainty 
for foresters given the upcoming 2019 winter planting season. As a result, the Minister of 
Forestry and the Minister for Climate Change are proposing to announce the intention to 
adopt averaging accounting for new and existing forests before these detailed decisions are 
made. 
 
The RIA has “not been assessed” 
 
We did not receive the RIA with sufficient time for the Quality Assurance Panel to undertake 
an assessment so we cannot be sure that it meets the RIA requirements. The RIA is very 
technical given it is on the accounting treatments within the ETS. 
 
The following statement was provided to MPI for inclusion in the Cabinet Paper. 
  

“A Quality Assurance Panel with representatives from the Regulatory Quality Team at 
the Treasury, Ministry for the Environment, and the Ministry for Primary Industries has 
not had the opportunity to review the Regulatory Impact Assessment “Emissions 
Trading Scheme Forestry Accounting: Introduction of Averaging” produced by Te Uru 
Rākau and dated March 2019, in the time available. Therefore, the Panel is unable to 
verify that the RIA provides sufficient analysis to adequately meet the Quality 
Assurance criteria. 
 
As set out in the Cabinet Office Circular (17) 3, if substantive decisions are made on 
this paper the responsible Minister will subsequently be required to provide a quality 
assured Supplementary Analysis Report as agreed with the Minister of Finance and 
this must be published along with the original Regulatory Impact Assessment”. 

 
Next steps if the Cabinet paper proceeds with a RIA that has not been assessed 
 
As the Chair of the Cabinet Economic Development Committee, you have discretion about 
whether to accept Cabinet papers with a RIA that has “not been assessed”.  
 
If the Cabinet paper proceeds and the Committee makes substantive decisions, we 
recommend that the SAR requirement can be addressed as part of the RIA to support the 
expected April decisions on the detailed design of averaging accounting and package of 
proposals to improve the incentives for forestry in the ETS.   
 
 
 
 
Linda Cameron, Senior Analyst, Regulatory Quality, 
Simon McLoughlin, Manager, Regulatory Quality, 
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From: Hamish Slack [TSY]
Sent: Monday, 18 March 2019 4:49 PM
To: ' '; ' '
Cc: Natalie Labuschagne [TSY]; Vicki Plater [TSY]; Kamlesh Patel [TSY]
Subject: RE: Removing some fiscal costs from ETS forestry averaging cabinet paper

Thanks  – sorry to be brief, but I’ve emailed our fiscal reporting experts and our view is: 
 

- Since policy decisions are being taken that impact appropriations/fiscal forecasts, the Cabinet paper needs 
to reflect this (recs 2 and 6). These are not optional.  

- What could be changed is whether the operating balance impacts from these appropriation changes need to 
be managed against Budget allowances (in this case, by being charged to the between-Budget contingency), 
or if the expenses can be treated as outside allowances. 

- The Treasury’s view is that the expenses should managed against allowances, for reasons that have been 
well rehearsed with other potential ETS changes (such as our earlier advice on the ETS Fixed Price Option). 

 
In terms of your specific questions:  
 

1. On the $5.7m, there isn’t an international agreement so there are no savings we can recognise here 
2. On the $27.9m, I’m assuming this is a reduction in revenue. The impact needs to be recognised on an 

accrual basis, so if this has been done correctly in the paper there is no scope to change.    
 
Finally, on the existing forests change (recs 5 and 6) – this is currently reflected in the recs as increasing ETS unit 
supply; however, what you have below makes me think that the fiscal impact aries because ETS surrenders are 
lower than they otherwise would be under averaging? If that is the case, then the Cabinet paper needs to change to 
show a reduction in revenue rather than increasing the ETS Allocation appropriation. Changing this now is very 
untidy I know, but untidiness is the risk with complex papers that are pushed through at great pace. Perhaps 
something we could pick up tomorrow? (To be clear, making this change would make no difference to the end result 
– a reduction in OBEGAL over the forecast period that Treasury considers should be managed against budget 
allowances – but it is necessary to ensure our fiscal forecasts are accurate).  
 
From:  < @mpi.govt.nz>  
Sent: Monday, 18 March 2019 1:56 PM 
To: Hamish Slack [TSY] <Hamish.Slack@treasury.govt.nz> 
Cc: Natalie Labuschagne [TSY] <Natalie.Labuschagne@treasury.govt.nz> 
Subject: FW: Removing some fiscal costs from ETS forestry averaging cabinet paper 
 
Sorry Hamish!!!! Should have been addressed to you. 
 
Unless  has magicked up some impressive telecommunications in Bali… 
 
Thanks for taking time out on your day off to help. 
 

 
 
From:   
Sent: Monday, 18 March 2019 1:02 PM 
To:  [TSY] < @treasury.govt.nz> 
Cc: 'Natalie.Labuschagne@treasury.govt.nz' <Natalie.Labuschagne@treasury.govt.nz>; 

@treasury.govt.nz' @treasury.govt.nz>; Charlotte Denny 
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<Charlotte.Denny@mpi.govt.nz>;  < @mpi.govt.nz> 
Subject: Removing some fiscal costs from ETS forestry averaging cabinet paper 
 
Hi 
 
Thanks for taking time out on your day ‘not at work’ to help! 
 
As discussed on the phone, DPMC have asked us to look at removing two fiscal costs that were included in the ETS 
forestry averaging cabinet paper (sub19-0013).  These are two numbers that we discussed with you and  at the
end of last week. We’re talking to Minister Parker (who is taking this to DEV) tomorrow morning.  Could you please 
let us know ASAP if we can remove these? 
 
The two costs are: 

1) The $5.9m cost of issuing NZUs to new forests (para 79 in the cabinet paper) 
 
The Crown pays units to those new forests as they grow (this is the fiscal cost). 
 
However, these forests will also reduce the cost of achieving New Zealand’s international targets.  This is not 
counted as a fiscal saving, as these targets are not currently ‘on the books’. 
 
Our conclusion (supported by DPMC) is that these are not real fiscal costs, as they will be backed by international 
savings. 
 
 

2) The $27.9m reduction in NZU harvest surrenders due to existing forests moving to averaging (para 80 in the 
cabinet paper) 

 
We based this on the area of forest expected to be harvested in the next four years, and the proportion that could 
decide to move to averaging. 
 
In reality, foresters won’t make these decisions until they have to submit an Emissions Return the end of the current 
Mandatory Emissions Reporting Period, which is in December 2023.  The change in unit flow will not be realised until 
the 2023/24 financial year.  This pushes it beyond the four year outlook. 
 
We appreciate that the Public Finance Act stipulates that we should use accrual accounting.  However, we are 
effectively accruing units based on when we think participants could be making decisions, not when they actually 
make the decision. 
 
 
Thanks, 

 | Team Leader - Domestic Climate Change | Policy and Trade 
Ministry for Primary Industries - Manatū Ahu Matua | Charles Ferguson Building, Bowen Precinct | PO Box 2526 | Wellington 6140 |  
New Zealand  
Telephone:  | Mobile:  | Web: www.mpi.govt.nz  

I usually work until 2pm on Mondays and Wednesdays, but am contactable by mobile. 
 
[SEEMAIL] 
 

__________________________________________________________________________________________________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
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original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

__________________________________________________________________________________________________________________ 
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From:  [TSY]
Sent: Monday, 15 April 2019 12:08 PM
To: ' ';
Cc:
Subject: RE: Averaging Design Details Cabinet paper for agency review

[IN-CONFIDENCE] 
 
Hi  
 
Thanks for sharing this, and apologies for being late – Budget is in full swing. A few comments below. Shout if anything 
does not make sense. 
 
A few comments on the CAB paper: 

• The decisions sought in the paper must not have financial implications if the paper is to be considered before 
Budget day. These look OK, but a) worth keeping in mind for  and b) can I double check that rec 16 does not 
have unit flow implications? 

• Para 119-122 – how were restrictions for forests below average age and for natives arrived at? Presumably these 
restrictions would see sub-optimal land use continue – permanently in the latter case – but the benefit of that is 
not clear in the paper. 

 
And on the HWP sections of the RIA, per  request (and these should not be considered indicative of RIAT feedback):

• 

•  

• 

• Para 442 – what in-principle decisions are required?  
• Para 444 – Is Climate Change Ministers still a formal grouping? For the record, I think MoF should be party to 

decisions, given there are Budget impacts. 
• Para 458 – Is it fiscally neutral? I think this is only the case if the 2030 target appears in the Crown accounts as a 

liability, and it does not.  
• Summary table – option M2 does not seem obviously better than M1 in the multi-criteria analysis – how was this 

conclusion reached? 
• 

 
Overall, my sense of the HWP analysis is that there are two slightly different problems: one is the benefit of HWP 
sequestration that firms are currently unable to capture, and the other is an R&D public good market failure.

 seems to only get at the latter, but the former seems to be closer to the problem definition in the RIA.  
 
Happy to discuss. 
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 | Transition & RED | The Treasury – Te Tai Ōhanga 
 | @treasury.govt.nz 

 
From:   
Sent: Wednesday, 10 April 2019 1:01 PM 
To: 

 ; 

 

Subject: Averaging Design Details Cabinet paper for agency review 
 
Afternoon everyone, 
 
Background 
 
As you may be aware, we have been developing a package of proposals to improve the incentives for forestry within 
the New Zealand Emissions Trading Scheme. 
 
In March Cabinet agreed that: 
 

1. averaging accounting will be the compulsory accounting approach for all rotational post-1989 forests which 
apply for ETS registration after 31 December 2020; and 

2. existing ETS forestry participants with post-1989 forests registered in the ETS after 31 December 2018 will 
have the ability to use the averaging accounting approach. 

 
We are currently preparing a second Cabinet paper and supporting Regulatory Impact Assessment that supports 
these March decisions by seeking further decisions on the design detail for averaging accounting, and for 
complementary policies to support the introduction of averaging accounting.  
 
We anticipate sending this Cabinet paper and RIA to Ministers on Wednesday 17 April in order to be considered by 
DEV on 8 May. 
 
We are sending drafts of these documents now for your review and comment. 
 
Comments 
 
We would appreciate your comments on these documents by 5 pm Friday 12 April. Apologies in advance about the 
short timeframe. 
 
We are also happy to meet to discuss any questions or concerns you might have. 
 
Please direct any feedback to @mpi.govt.nz) or myself ( @mpi.govt.nz)  
 
Harvested wood products 
 
You’ll note that both the Cabinet paper and RIA contains reference to harvested wood products (HWP). We are 
currently confirming these policy proposals and finalising whether these proposals will be in this Cabinet paper or a 
subsequent paper.  
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If we intend to include these policy proposals in this paper, we will send you updated versions of these papers 
tomorrow with those sections clearly identified to assist with you review. 
 
Kind Regards, 

 
 

Policy Analyst | Domestic Climate Change  
Environment and Communities | Policy & Trade 
DDI:  | Extn: 
Mobile:
Charles Fergusson Tower, 34-38 Bowen Street, Pipitea 
PO Box 2526, Wellington 6011 
 

 
 

__________________________________________________________________________________________________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

__________________________________________________________________________________________________________________ 
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From:  [TSY]
Sent: Tuesday, 23 April 2019 10:31 AM
To: ' '; 
Cc: Natalie Labuschagne [TSY]
Subject: RE: Existing forests briefing
Attachments: MPI briefing: ETS forestry - averaging for existing forests TSY comments.DOCX

[IN-CONFIDENCE] 
 
Hi 
 
As discussed on Thursday, here are our comments on the draft briefing. Apologies for the delay – I meant to send these 
last week but some tech trouble meant I lost all the comments I made and had to rewrite them. 
 
As signalled last week, we think that in-principle allowing all participants an optional transition is a good idea, but unlikely 
to be the next most valuable initiative for Ministers to invest in.  

Propose to add this to the paper (suggest at the end of either para 6 or para 7, but happy to discuss): 
 

The Treasury also recommends Ministers do not allow a fully optional transition. While averaging would provide 
increased sequestration and greater alignment between the ETS and international obligations, a fully optional 
approach provides relatively small amounts of both, but at a relatively high upfront cost to the Crown. This may 
put pressure on other high-priority spending initiatives in the short term. We recommend instead that Ministers 
allow an optional transition only for forests planted since 2008. 

 
To be clear, our view on a mandatory transition is aligned with MPI’s. 
 
Happy to discuss if any questions or concerns. 
 

 
 | Transition & RED | The Treasury – Te Tai Ōhanga 
 | @treasury.govt.nz 

 
From:   
Sent: Wednesday, 17 April 2019 4:59 PM 
To:  [TSY]  
Subject: Existing forests briefing 
 
Hi 
 
Please find attached the most recent version of this briefing. We now do not make a recommendation between an 
option for existing forests or not allowing a transition, but suggest a back-up option if the costs are too high. 
 
Cheers, 

 
 | Senior Policy Analyst, Domestic Climate Change Policy 

Environment and Communities Policy | Policy & Trade 
Ministry for Primary Industries | Charles Fergusson Tower 34-38 Bowen Street | PO Box 2526 | Wellington | New 
Zealand  
Phone: Mobile: 3|Web: www.mpi.govt.nz  
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__________________________________________________________________________________________________________________ 

This email message and any attachment(s) is intended solely for the addressee(s) 
named above. The information it contains may be classified and may be legally 
privileged. Unauthorised use of the message, or the information it contains, 
may be unlawful. If you have received this message by mistake please call the 
sender immediately on 64 4 8940100 or notify us by return email and erase the 
original message and attachments. Thank you.  
 
The Ministry for Primary Industries accepts no responsibility for changes 
made to this email or to any attachments after transmission from the office. 

__________________________________________________________________________________________________________________ 
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Decision for the treatment of existing participants in the ETS 
 
Purpose: 
This briefing is to enable Ministers to make a decision for the treatment of existing participants in 
the Emissions Trading Scheme for the purposes of drafting. 
 
Minister Action Required: Minister’s Deadline 
Minister of 
Forestry 
 
Minister for 
Climate Change 

Note and agree the recommendations 
contained in the briefing May 1 2019 

CC <if required> 

 
 
 
 

 
 
 
Contact for telephone discussion (if required) 
                               
 Name Position Work Mobile
Responsible 
Manager 

Team Leader, Domestic 
Climate Change - 
Forestry 

  

Principal Author  Senior Policy Analyst, 
Domestic Climate 
Change Policy 

  

24 April 2019 Document Number: B19-0198 

Comments: 
A decision is required for the treatment of existing participants in the Emissions Trading 
Scheme. You will meet with Ministers Jones, Shaw, Parker and Robertson to discuss this 
decision on Wednesday 1 May. 
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Key Messages 
 

1. Cabinet has made a decision to allow all newly registered forests in the 
Emissions Trading Scheme to use averaging, and asked you to report back to 
make a decision for existing participants.  
 

2. As the decision for existing participants has budget implications, it cannot be 
made until after the budget moratorium which ends 30 May. This will severely 
constrain the Parliamentary Counsel Office’s ability to draft legislation in a 
timely manner, so that it can be passed through the house this year. 
 

3. Officials recommend that you seek agreement between Ministers Jones, 
Shaw, Robertson and Parker to an in-principle decision for existing forests. 
These Ministers are meeting on Wednesday 1 May. This will allow Minister 
Parker in his capacity as Attorney General to instruct the PCO to start drafting 
legislation. This will be followed by a formal decision by Cabinet in June. 
 

4. There are three broad options for treating existing participants under 
averaging: 

a) giving owners the choice whether or not to shift to averaging, 
b) forcing all participants to shift to averaging, or 
c) not allowing a transition between the stock change approach and 

averaging. 

5. 

 
6. Officials see the option of forcing all participants who choose to remain 

registered onto averaging as clearly less desirable than the other two as it 
would impose costs, relative to the status quo, on many participants. As such 
we would recommend against that option. 
 

7. A decision between the other options is more finely balanced. Ministers must 
weigh up the benefits of a small amount of increased sequestration, partly 
improved alignment with international accounting, and potentially improved 
confidence in the scheme, against a substantial increase in unit supply to the 
ETS and associated fiscal cost. 
 

8. In the long term, we expect the permanent reduction in harvest surrenders will 
be around 27 million units. However, this depends on participant behaviour, 
and could technically be as high as 47 million units if all participants 
transitioned to averaging.  
 

Commented [JdJ[2]: To be clear, we agree with this, and our 
recommendation against the optional transition is in addition to this.  

Commented [JdJ[3]: Suggest being explicit about the risk of 
disrupting forward contracts.  

Commented [JdJ[4]: How significant are the avoided 
compliance costs for foresters? I imagine this would not tip the 
balance, but it would be worth checking just to make sure. 
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9. Ministers must make this decision in the context of an ETS where supply has 
been inflated through other measures, reducing its effectiveness as a tool 
manage emissions. The Government is currently introducing tools to the ETS 
in order to better manage unit supply. 
 

10. Alongside these reduced harvest surrenders there are also ongoing changes 
to unit flows between the Crown and participants. We expect that there will be 
a cost of $109 million in the 5 budget forecast years for budget 2020 that is 
largely offset by savings in later years. 
 

11. It may be possible to reduce or completely remove this short term fiscal cost 
by influencing participants’ choices about when they transition. Ministers could 
request MPI to provide them with advice regarding options to encourage early 
transitions that would lower the fiscal costs for budget 2020. 
 

13. If Ministers make a decision on existing forests that enables the PCO to begin 
early drafting, we can provide you with a draft letter to the Attorney General 
requesting that drafting begin.  
 

  

Commented [JdJ[5]: As discussed w  – if the CAB decision 
is before 30 June, the period is actually from 2018/19 rather than 
2019/20. Apologies for not spotting this earlier.
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Recommendations 
 
1. The Ministry for Primary Industries recommends that you: 
 

a) Note that Cabinet has agreed averaging will be mandatory for all 
forests newly registered in the ETS from 2021, and as an option for 
forests registered from 2019 

  Noted
b) Note that Cabinet has asked for you to report back on a decision on 

whether existing participants in the Emissions Trading Scheme can use 
averaging accounting 

  Noted
c) Note that there are three broad options for treating existing participants 

under averaging: 

a. giving owners the choice whether or not to shift to 
averaging, 

b. forcing all participants to shift to averaging, or 
c. banning all participants from shifting to averaging. 

  Noted

d) Note that all post-1989 forestry participants are voluntary participants 
and can exit the scheme at any time by re-paying all units that they 
have previously earned. 

  Noted

f) Note that the Parliamentary Counsel Office have a very constrained 
timeline to be able to draft legislation for the CCRA in order that 
legislative changes can be passed before the end of 2019 

  Noted

g) Note that Cabinet cannot make a substantive decision on the 
introduction of averaging for existing forests during the moratorium on 
budget decisions from 15 April to 27 May 

  Noted
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h) Note that allowing existing participants an option to transition to 
averaging will incentivise increased carbon storage of approximately 14 
million tonnes CO2e over the period to 2050 

 Noted
i) Note that allowing existing participants an option to transition to 

averaging will result in reduced surrenders of approximately 27 million 
units at a time when the Government is trying to reduce the supply of 
units in the ETS 

  Noted

j) Note that over the five year fiscal forecast period 2019/20 to 2023/24 
this would result in a $109 million fiscal cost  

  Noted

k) Note that encouraging participants to transition earlier would reduce the 
fiscals costs over the five year fiscal forecast period 2019/20 to 2023/24 

  Noted

l) Agree to for the purposes of drafting to, 

a) give owners the choice of whether or not to shift to averaging, or 
b) force all participants to shift to averaging [Not Recommended], or
c) ban all participants from shifting to averaging, or 
d) allow a limited transition to averaging for participants who 

planted after 2008 

 Agreed / Not Agreed

 
 
 
 
 
 
 
<Signatory Name> <Hon Minister’s Name>
Deputy Director-General <Minister’s Portfolio>
<Branch> 
for Director-General /         / 201x  
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Background 
 
Context 
Cabinet agreed a position for new participants, but not for existing participants 

1. You previously took a proposal to Cabinet that sought decisions on the use of 
averaging accounting in the Emissions Trading Scheme for existing 
participants and new forests being registered in the scheme.  

 
2. In order to give the sector clarity that forests established this year would be 

able to use averaging, a decision was taken to introduce mandatory averaging 
for forests registered after 31 December 2020 and as an option for all forests 
registered after 31 December 2018.  
 

3. The proposal sought either a positive decision to allow existing participants an 
option to transition to averaging, or to report back to Cabinet after further work 
was undertaken. A decision was made to report back to Cabinet with a 
decision for the treatment for existing forests. 

We are seeking an early in-principle decision for the treatment of existing forests 
4. A substantive decision for existing forests in the ETS cannot be taken by 

Cabinet between April 15 and May 27, as a moratorium on budget decisions 
will be in place. 
 

5. However, delaying a decision until after the budget moratorium will leave very 
little room for legislation to be drafted in time for the legislative process to be 
completed by the end of 2019. 
 

6. Officials recommend that you seek agreement with Ministers Jones, Shaw, 
Robertson and Parker to an in-principle decision for existing forests. Officials 
then recommend you ask Minister Parker in his capacity as Attorney General 
to instruct the Parliamentary Counsel Office to begin drafting legislation based 
on your decision, in advance of a confirmatory Cabinet decision. 

What is the decision being taken? 
7. There are three broad options for treating existing participants under 

averaging: 
a. giving owners the choice whether or not to shift to averaging, 
b. forcing all participants to shift to averaging, or 
c. banning all participants from shifting to averaging. 

 
8. 
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Relevant Considerations 
The main objectives of the ETS are to provide emissions reductions towards our 
international targets 

9. The purpose of the ETS is to assist New Zealand to meet its international 
greenhouse gas emissions targets, and reduce New Zealand’s net emissions 
of greenhouse gases.  
 

10. In the context of forestry in the ETS, officials have used the following criteria to 
assess decisions for all of the package of changes to the ETS. The decision: 

a. increases incentives to store carbon in forests, 
b. supports alignment with climate change targets, and 
c. improves ease of compliance. 

 
11. There are also a set of secondary criteria, which include regulatory certainty, 

consistency with wider priorities, administrative efficiency, and avoids 
unintended consequences. 

Recommendation 
 
A decision between allowing an option for existing participants to transition, and not 
allowing existing participants to transition is finely balanced. 
 

12. Officials see the option of forcing all participants who choose to remain 
registered onto averaging as clearly less desirable than the other two as it 
would impose costs, relative to the status quo, on many participants. As such 
we would recommend against that option. 
 

13. A decision between the other options is more finely balanced. Ministers must 
weigh up the benefits of a small amount of increased sequestration, partially 
improved alignment with international accounting, and potentially improved 
confidence in the scheme, against a substantial increase in unit supply to the 
ETS and associated fiscal cost. 
 

What are the costs and benefits of an optional shift to averaging? 
 
Regulatory certainty and equity in the scheme is important to ETS participants  
 

15. Depending on the planting year of the participant, some will be able to retain 
more units than others in a transition from the existing approach to averaging. 
Some participants will not be able to retain any units in a transition, and would 
also lose their ability to earn more units in the future. This means a mandatory 
decision to introduce averaging will benefit some participants, but materially 
disadvantage others. 
 

Commented [JdJ[7]: I think the point here is one of regulatory 
certainty and disrupting business processes that might reduce 
confidence in the scheme, so suggest being more explicit in the 
language used. 

Commented [JdJ[8]: I think the flip side of this is that, should 
these participants remain on stock change, the Crown will be issuing 
units that do not reflect sequestration towards NZ’s int’l target. 
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16. Existing participants were the early adopters of the ETS and some were also 
the first investors in carbon forestry. There are over two thousand post-1989 
forestry participants in the ETS, which makes them the largest group by 
industry in the ETS. 

 
17. Foresters make decisions on long time horizons. Regulatory certainty and 

stability are important to forestry investors so that they can be confident that 
they will not be disadvantaged by rule changes before their investment is 
realised. 
 

18. The treatment of existing participants will affect perceptions of the ETS to new 
investors, or existing participants looking to increase their forestry 
investments. This is of particular importance to small forest owners or farm 
foresters who often source their information from within their community. 
 

19. The potential costs of a loss in confidence in the scheme are material. Even a 
10% drop in afforestation would reduce the long term benefit of averaging for 
new forests by 20 million tonnes CO2e. 

Allowing existing participants to use averaging will allow for a marginal increase in 
carbon sequestration 
 

20. Although both accounting approaches provide incentives to extend harvesting 
age averaging accounting provides a clearer incentive for foresters to increase 
their average carbon stock without facing additional liabilities. 

 
21. Allowing existing forests to use averaging could therefore lead to an increase 

in carbon sink of around 14 million tonnes CO2e by 2050. 

Allowing existing participants to use averaging will better align the ETS with 
international accounting for forestry 
 

22. Discrepancies between the amount of forestry growth recognised 
internationally, and the amount of units allocated or surrendered domestically 
in the ETS will make reaching our targets unnecessarily more difficult. 

 
23. The ETS will impose significant liabilities on participants in the 2020s for 

harvest emissions that are not recorded in our international accounting 
approach. Likewise, growth of forests on second rotations will not be recorded 
in international accounting, but will be rewarded in the ETS.  
 

24. Allowing existing participants to transition to averaging will lessen the 
difference between ETS accounting and our international accounting, although 
without a mandatory transition there is only a partial improvement in 
alignment. 
 
 

Commented [JdJ[9]: Can this be clearer that it is mostly 
relevant to a mandatory transition? I.e., the risks are more severe by 
forcing than not allowing.  
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Improving the alignment of forestry may come at a cost to the wider objectives of the 
ETS in the short term 
 

25. Although allowing existing participants to transition to averaging will align the 
allocations and obligations for forestry with the international accounting for 
forestry, this decision cannot be taken in isolation of the wider context of unit 
supply in the ETS. 

 
26. These decisions are taken at a time when the Government is attempting to 

reduce the number of units in the ETS through other changes to ETS supply 
settings. 
 

27. The long term permanent increase in unit supply resulting from allowing 
existing participants to transition to averaging is likely to be around 27 million 
NZUs due to reducing the harvest liabilities that are not recorded in our 
international accounting approach. However, this depends on participant 
behaviour, and could technically be as high as 47 million units if all 
participants transitioned to averaging.1 

There are costs and benefits in the changes to unit flows 
 

28. Changes to the ongoing allocations and surrenders of units in the ETS will 
have fiscal implications. The Crown records costs and revenues when units 
are transferred to participants, or surrendered by participants to the Crown. 
 

29. After taking into account permanent increases in unit supply caused by 
reduced harvest liabilities, the ongoing changes in unit flow nets out to zero in 
the very long run. However, due to the differences in timing, the Crown will 
record costs and revenues in different periods. 
 

30. Assuming an increasing Carbon price from $25 to $50 by 2050, and a 
discount rate of 6%, we expect the long run fiscal cost to be around $18 
million. 

There are fiscal implications for Budget 2020 
 

31. The changes in unit flows will initially fall in the 5 year fiscal forecast period for 
budget 2020. There are also ongoing operational costs for the running of 
transitions between the stock change approach and the averaging approach. 
 

32. For participants who transition at harvest, their liabilities will be reduced by 
switching to averaging, so the Crown will receive less income. It is also 
expected that some of the participants transitioning to averaging will extend 
their harvest age which defers their harvest surrenders (and Crown income) 

                                                 
1 Note that the upper end of this cost will rise to approximately 54 million units if a later decision is taken to add 
Harvested Wood Products units to the ETS for foresters. 

Commented [JdJ[11]: I think this is effective unit supply – 
freed up stockpile – rather than Crown-issued units. Is that right? If 
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outside of the 5 year fiscal window. Participants that choose to transition early 
would increase Crown income in the short term. 
 

33. The potential appropriations fiscal implications for MPIs midpoint assumptions 
are shown below, however, it should be noted that these costs could be 
influenced by encouraging participants to change the timing of their 
transitions: 

 $million – Increase/(decrease) on operating balance   

Forecast fiscal impact  2019/20 2020/21 2021/22 2022/23 2023/24 
Total 

2018/19 to 
2022/23

Decrease in revenue from 
introducing averaging 
accounting for existing 
forests (assuming some 
participants transition 
earlier) 

(5.443) (16.937) (22.715) (32.998) (31.072) (109.165) 

Increase in departmental 
costs for implementation 
of transitions for existing 
forests. 

- - - (2.215) (2.215) (4.430) 

 
How do the options compare? 
 
A mandatory averaging approach would align the ETS with international accounting 
but undermine confidence in the ETS, and come at a large fiscal cost 
 

34. Making averaging mandatory for existing participants would leave many 
participants materially worse off by removing previously earned units, as well 
as their ability to earn units in the future.  
 

35. Forestry participants are making investments over 30 year time horizons 
whereas the ETS is only 10 years old. Future participants who see existing 
participants made worse off before one cycle of their investment is complete 
will have little confidence making new investments in the ETS, and may opt 
out. 
 

36. A mandatory averaging approach would bring the ETS into alignment with the 
international accounting approach. However, this would come at a higher 
upfront fiscal cost. 

Not allowing a transition to averaging means that unit supply in the ETS would not be 
impacted 
 

37. If existing participants continued with the current approach, by definition it 
would not change the status quo fiscal cost. However, there would be future 
costs and risks in having an ETS where allocations and obligations were not 
aligned with removals and emissions in the international accounting approach. 
 

Commented [JdJ[12]: Strictly speaking, appropriations only 
cover the expense side, where these changes are revenue (aside from 
the departmental costs). 

Commented [JdJ[13]: Could these be cost recovered?  

Commented [JdJ[14]: I thought I recalled that all participants 
transitioning immediately was revenue positive?  

 

 

 

20190565 TOIA Binder Doc 9
Page 40 of 48



Brief: Bxx-xxxx 

  Page 11 of 11  

38. Not allowing a transition will mean less participants will extend rotation ages to 
sequester more carbon. This is a missed opportunity to sequester more 
carbon from existing forests in the short term. 
 

39. Many existing participants will have the perception of a missed benefit, as new 
participants will be able to use averaging.  

An optional transition is the approach the best supports confidence in the ETS, but 
comes with a substantial increase in unit supply 
 

40. An optional approach allows existing participants who would benefit from a 
transition to averaging to move, which will reduce – but not resolve –  
misalignments between the ETS and the international accounting approach, 
and allow them to benefit from extending rotation ages. Those participants 
who would be made worse off by the switch will be able to remain on the 
current approach. 
 

41. This approach best supports confidence in the ETS as it should not leave any 
participant materially worse off. It also allows all participants to access the 
averaging approach, which will reduce the perception of a missed benefit that 
could accrue to their neighbours who plant new trees or who have held off 
from entering the ETS. 
 

42. This will substantially increase unit supply, when the Government is trying to 
reduce the number of units available to the ETS. The long term change in unit 
supply is expected to be around 27 million units, but could be as high as 47 
million units if all existing participants chose to transition. 

 

 

Commented [JdJ[15]: Could we add some context here from 
MfE? Be useful to make sure Ministers are aware that this is in 
addition to decisions on the FPO that have stockpile implications and 
what this would mean for auctioning income (less of it). s9(2)(g)(i)
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From: [TSY]
Sent: Tuesday, 30 April 2019 5:50 PM
To: ^EXT: Alastair Cameron
Cc: ^Parliament: Daniel Cruden; ^Parliament: Daniel White; ^Ext: Ben Temple; 

^Parliament: Sebastian  Doelle; Natalie Labuschagne [TSY]
Subject: FW: CONSULTATION: DRAFT CABINET PAPER: New Zealand Emissions Trading 

Scheme: Design details and complementary measures 
Attachments:  

[SEEMAIL][SENSITIVE] 
 
Hi Alastair 
 
Here are our proposed comments on the ETS forestry averaging detailed design paper. Main thing is we recommend it be 
clarified there are no financial implications – we’ve spoken with MPI previously and understand there are none, but best if
the paper confirms this. 
 
Apologies this is coming at you a bit late – I see feedback is due from MoF’s Office midday Wednesday (tomorrow).  
 
Happy to discuss. 
 

 | Transition & RED | The Treasury – Te Tai Ōhanga 
 |  | @treasury.govt.nz 

 
 

Title of paper New Zealand Emissions Trading Scheme: design details and complementary 
measures 

Minister and 
agency 

Minister of Forestry, Ministry for Primary Industries

Description This paper seeks agreement to the design details needed to operationalise 
Cabinet’s previous decision that averaging will be the compulsory carbon 
accounting method for new forests entering the ETS. 

Comments The financial implications section is marked “TBC” but the paper is to be 
considered during the Budget moratorium and so must not have financial 
implications. We understand it does not have financial implications, and 
recommend this be clarified in the financial implications and recommendations 
sections.  
 
The paper also seeks delegated authority to close a loophole where some foresters 
could be rewarded twice for sequestration by deregistering, waiting four years and 
reregistering. This could have financial implications, and we recommend the 
Minister of Finance be party to that decision. 

Fiscal 
implications 

None (TBC) 

Recommended 
action  

Seek clarification that the paper has no fiscal implications.
 
Request the following recommendation be added below recommendation 2: 
note that the decisions in this paper do not have financial implications as these 
were reflected in the earlier decision to adopt averaging (CAB-19-MIN-0109 refers) 
 

s9(2)(g)(i)

s9(2)(g)(i)
s9(2)(g)(i)s9(2)(k) s9(2)(a)

Deleted - Not Relevant to Request
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Request that the Minister of Finance also receive delegated authority as sought in 
recommendation 53. 

Treasury Contact  
 
 
From: ^Parliament: Craig Renney  
Sent: Wednesday, 24 April 2019 3:07 PM 
To: ^MOF:  
Cc: ^EXT: Alastair Cameron  
Subject: FW: CONSULTATION: DRAFT CABINET PAPER: New Zealand Emissions Trading Scheme: Design details and 
complementary measures  
 
 
FYI  
 
C 
 
Sent with BlackBerry Work 
(www.blackberry.com) 

From: William Blackler <William.Blackler@parliament.govt.nz> 
Date: Wednesday, 24 Apr 2019, 15:05 
To: Kurt McLauchlan <Kurt.McLauchlan@parliament.govt.nz>, James Baigent <James.Baigent@parliament.govt.nz>, 
Kirsty Christison <Kirsty.Christison@parliament.govt.nz>, Craig Renney <Craig.Renney@parliament.govt.nz>, Corin 
Higgs <Corin.Higgs@parliament.govt.nz>, John Blincoe <John.Blincoe@parliament.govt.nz>, Nevada Halbert 
<Nevada.Halbert@parliament.govt.nz>, Sean Scanlon <Sean.Scanlon@parliament.govt.nz>, Mark Baker-Jones 
<mark.baker-jones@parliament.govt.nz>, Tessa Vincent <Tessa.Vincent@parliament.govt.nz> 
Cc: Talani Meikle <Talani.Meikle@parliament.govt.nz>, Jon Johansson <Jon.Johansson@parliament.govt.nz>, Thomas 
Raethel <Thomas.Raethel@parliament.govt.nz>, Ralph Hall <Ralph.Hall@parliament.govt.nz>, Holly Donald 
<holly.donald@parliament.govt.nz>, Hamish Clark <Hamish.Clark@parliament.govt.nz>, Alastair Cameron 
<Alastair.Cameron@parliament.govt.nz>, Georgina Stylianou <Georgina.Stylianou@parliament.govt.nz> 
Subject: CONSULTATION: DRAFT CABINET PAPER: New Zealand Emissions Trading Scheme: Design details and 
complementary measures  
 
Afternoon all, 
Please find attached the draft Cabinet paper New Zealand Emissions Trading Scheme: Design details and 
complementary measures.  
The paper follows on from the decision made by CBC, endowed with Power to Act, on 25 March to introduce 
mandatory averaging accounting for all new participants from the end of 2020 and optional averaging for 
participants registering in the ETS from 1 January 2019. 
The paper proposes that forests registered under averaging receive carbon credits (NZUs) up to the long term 
averaging age (for ‘standard’ radiata rotations of 26-30 years the average is equivalent to the carbon stock of the 
forest at age 18). 
The paper also proposes that forests that are grown for longer receive a higher average (say 19 years for a forest 
harvested between the ages of 31 and 35). Using these so called age bands provides an incentive for foresters to 
sequester more carbon by extending rotation lengths. If a participant were to shorten their rotation length in 
subsequent rotations, and fall into another band, they would have to repay units down to the new average. 
Averaging accounting will reduce the amount of reporting participants have to do as, once they reach the average, 
they will only have to report when they harvest and replant. 
Participants will also be exempted from emissions liabilities for temporary reductions in carbon stock due to adverse 
events such as fire or windfall. 
We are aiming to lodge on Thursday 2 May for DEV on Wednesday 8 May 2019. Can we therefore please have any 
feedback by 12:00pm, Wednesday 1 May? Please copy both me and Georgie into any emails containing feedback. 
Regards,  
William Blackler | Private Secretary (Advisory) | Office of Hon Shane Jones  
Minister of Forestry | Minister for Infrastructure | Minister for Regional Economic Development 

s9(2)(g)(i) s9(2)(k)

s9(2)(g)(ii)
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Associate Finance Minister |Associate State Owned Enterprises Minister | Associate Transport Minister 
L6.4 The Beehive |Wellington|Ph: |mobile:  William.Blackler@parliament.govt.nz  

www.beehive.govt.nz  

s9(2)(k) s9(2)(a)
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Treasury Report:  Briefing for Cabinet Economic Development Committee 
8 May 2019  

Date: 3 May 2019 Report No: T2019/1275 

File Number: MS-5-3-DEV  

Action Sought 
 Action Sought Deadline 

Minister of Finance 

(Hon Grant Robertson) 

Read prior to Cabinet Economic 
Development Committee meeting 

11:00 AM, Wednesday  

8 May 2019 

Associate Minister of Finance 

(Hon Dr David Clark) 

Read prior to Cabinet Economic 
Development Committee meeting 

11:00 AM, Wednesday  

8 May 2019 

Associate Minister of Finance 

(Hon David Parker) 

Read prior to Cabinet Economic 
Development Committee meeting 

11:00 AM, Wednesday  

8 May 2019 

Associate Minister of Finance 

(Hon Shane Jones) 

Read prior to Cabinet Economic 
Development Committee meeting 

11:00 AM, Wednesday  

8 May 2019 

Associate Minister of Finance 

(Hon James Shaw) 

Read prior to Cabinet Economic 
Development Committee meeting 

11:00 AM, Wednesday  

8 May 2019 

Contact for Telephone Discussion (if required) 
Name Position Telephone 1st Contact

Analyst, Economic Strategy 
and Productivity 

n/a  
(mob) 

 

Felicity Barker Principal Advisor, Economic 
Strategy and Productivity 

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)(g)(i) s9(2)(k)
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Treasury Report:  Briefing for Cabinet Economic Development 
Committee 8 May 2019 

Executive Summary 

The Treasury is aware of 14 items on the Cabinet Economic Development Committee 
agenda for Wednesday 8 May 2019. The table below provides Treasury comment and 
recommendations on each item, and identifies any relevant fiscal impacts.  
 

Comments Fiscal implications Treasury Recommendation 
Deleted - Not Relevant to Request

pages 3 - 6 not relevant to request
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Comments Fiscal implications Treasury Recommendation 

New Zealand Emissions Trading Scheme: Design details and complementary 
measures  
Treasury contact: 

Description: Seeks agreement to the design details needed to operationalise Cabinet’s previous 
decision that averaging will be the compulsory carbon accounting method for new forests entering 
the Emissions Trading Scheme (ETS). 
 
The proposals would reduce 
administrative costs particularly for 
smaller prospective foresters and align 
domestic settings with those under the 
Paris agreement. We support this 
approach. 
  
The paper also seeks delegated 
authority to close a potential loophole 
that would allow foresters to claim New 
Zealand Units (NZUs) exceeding the 
carbon stored in their forests. As this 
loophole would risk increased 
expenditure and potentially reduced 
revenue from auctioning NZUs, we 
recommend the Minister of Finance be 
party to that decision. 

 
The paper has no fiscal 
implications within the 
forecast period and can be 
considered during the 
Budget moratorium. 
  
However, the proposal to 
allow foresters to receive 
units for extra sequestration 
achieved through longer 
rotation lengths would 
result in increased 
operating expenses 
beginning in 2037. 

 
Support. 
  
Indicate that the Minister 
of Finance should also 
receive delegated 
authority under 
recommendation 53. 

 
Deleted - Not Relevant to Request

Deleted - Not Relevant to Request

s9(2)(k)s9(2)(g)(i)
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Recommended Action 

We recommend that you read this report prior to the Cabinet Economic Development 
Committee meeting at 11:00 AM on Wednesday, 8 May 2019. 
 
 
 
 
Felicity Barker 
Principal Advisor, Economic Strategy and Productivity 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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