Reference: 20150312

13 January 2017

Simon Johnson

fyi-request-2971-4d6a89b1@requests.fyi.org.nz

Dear Simon Johnson

OFFICIAL INFORMATION ACT COMPLAINT

THE TREASURY

Kaitohutohu Kaupapa Rawa

| refer to your request made under the Official Information Act and received on

23 July 2015. Your request was for:

“I have read with interest the cabinet paper "New Zealand's intended contribution
to the new global climate change agreement"” dated June 2015 that is avaifable

for download from the Ministry of Environment's website .

This paper mentions the comments of Treasury in several places (page 10;

paragraph 78, page 23; Appendix 6; paragraph 7).

Will you please provide me with a copy of the report or document that sets out
Treasury comments and was provided to the writers of the cabinet paper.”

As you are aware | wrote to you on 21 September 2015 stating that the document was
publicly available on the Treasury website and that some relevant material was

withheld under the following sections of the Official Information Act:

o personal contact details of officials, under section 9(2)(a) — to protect the privacy

of natural persons, including deceased people, and

° confidential information, under section 9(2)(j) — to enable the Crown to negotiate

without disadvantage or prejudice

Subsequent to my response, you requested that the Office of the Ombudsman

investigate my decision to withhold information covered by your request.

At the time of this request, information was withheld under section 9(2)(j) as the release
document contained material that was relevant to New Zealand’s negotiation strategy
in the international climate change negotiations and would be likely to prejudice or
disadvantage the Ministers in their negotiations. Therefore, it was necessary to

withhold that information.

1 The Terrace
PO Box 3724
Wellington

New Z ealand

tel. 64-4-472 2733
fax. 64-4-473 0982
www.treasury.goving



Following your request to the Office of the Ombudsman and due to the passage of
time, | have reconsidered this decision and the information that was withheld under
section 9(2)(j) can now be released. However, information relating to a manager’s cell
phone number must still be withheld under the following section of the Official
Information Act:

° personal contact details of officials, under section 9(2)(a) — to protect the privacy
of natural persons, including deceased people

Please find enclosed the following information that is now being released.

Item | Date Document Description
1. 19 June 2015 Original Treasury Report: Climate Change — New
Zealand'’s post 2020 emissions target

In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.

Yours sincerely

Libby Masterton
Manager, Natural Resources
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Treasury Report:  Climate change - New Zealand's post- e
2020 emissions reduction target
(>
Date: 19 June 2015 ReportNo: {O\[1201811273 /7
File Numpsr: (}SH-108 ~ \- )
; i >
Action Sought
Action Sought (Ok ® Deadline
Minister of Finance Do not support thé i or Climat@ 24 June 2015
: - Issues’ proposal fo daland's mission
(Hon Bill English) radEtian targ %
Discuss wi alir Colleagues a June the
need for 4@ ice on targef options.
Seekfu advice on targst optidiis for EGI on 31
June: b K
Associate Minister of Finance t support th is Climate Change 24 June 2015
Ig:gs proposal f and’s post-2020 emission
(Hon Steven Joyce) > licton targe
%cuss withye bagues at EGI on 24 June the
@CD eed for f dvice on target options.
> Seek f ice on target options for EGI on 31
2, Jung.
istér Do n\o@Boﬂ the Minister for Climate Change 24 June 2015
Issues' proposal for New Zealand's post-2020 emission
r ion target.
Ay uss with your colleagues at EGI on 24 June the
ed for further advice on target options.
Seek further advice on target options for EGI on 31
N June.
Contact I{l&%@hone Discussion (if required)
Name/-gé{ Position Telephone 1st Contact
N7
Alast@n)eron Senior Analyst, Natural |04 917 6047 (wk) | N/A v
Resources
{mob)
Mark Vink Acting Manager, Natural 04 917 6006 (wk) 259(2)(a)
Resources
{mob)
Actions for the Minister’s Office Staff (if required)
Return the signed report to Treasury.
Refer a copy of this advice to the Minister for Climate Change Issues, the Associate Minister for
Climate Change Issues, Minister for the Environment, the Minister for Primary Industries, and the
Associate Minister for Primary Industries.
Enclosure: No
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Treasury Report: Climate change - New Zealand's post-2020
emissions reduction target

Executive Summary /\@} /‘7&
aland’s post-20 @sions

At an 8 June meeting with your colleagues to discuss N

reduction target, you asked for an additional option to g’ put forwa - Minister
for Climate Change Issues, and for analysis on the costs of the \different options.
The Cabinet paper submitted for EGI on 24 June d takes a post-
2020 emissions reduction target of 10% belo ing all sectors).
The paper considers and rejects an alternative optign ] h reduced coverage
for the agriculture sector. However, this clusi fed by a clear analysis of

the costs, benefits and risks of the two

The first part of this report set outs jons, beht e Minister’'s proposed
target, provides Treasury's com
EGI to test the assumptions.

Part two of the report sketck a potentual
° be a meaningful cortriputi toward@ ng climate change, and demonstrate

“progression” % rent tar
° lower the cg %cantly at %eﬁ
® provid%iES with opti nage the risks associated with this option,

risk of losing s to markets and forestry rules.

W rrent information available, Treasury’s considers that
inNew Zealand's best interests.

arid that you do not support the Minister's proposed target and
direct his officials, in consultation with MPIl, MFAT, MBIE, and
tional information for discussion at EGI on 31 June.

o include an analysis of the relative climate change contribution of each option.
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Recommended Action

We recommend that you:

a note that the Minister for Climate Change Issues is prop that New Ze take a
post-2020 emissions reduction target of 10% below 199

—

supported by clear analysis of the costs, benefit (

c note that the target proposed by the Ministeyfor, Climate Chang
economic and fiscal costs over the 2020s, € with access
rules, but provides a future Governmen evioptions to're

d note the Treasury’s advice that, on
available, a split target prioritisin
best interests.

e note that the key argumen@ of a splif targe
i since carbon dioxide-is the main drivanof.on
stringent targets bon dioxidé édn cre
progression ! i

b note that the Minister prefers this option to a split tatget, Hutthis con
ﬁ risks

—

is and forestry
those costs.

tion

for Climate Change Issues’ proposed target.

gree/disagree Agree/disagree
ssociated Minister of Finance Associated Minister of Finance

i ympares the Minister’'s proposed target with alternative target options;
ncludes an analysis of the cost, benefits, risks and risk mitigation strategies of
each option;

ii. includes an analysis of the relative climate change contribution of each option.

Agree/disagree Agree/disagree Agree/disagree
Minister of Finance  Associated Minister of Finance Associated Minister of Finance
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h note the suggested questions you may wish to raise at EGI (also in Appendix 2).

[ refer this report to the Minister for Climate Change Issues, the Associate Minister for
Climate Change Issues, the Minister for the Environment ; Minister for Prifary
Industries, and the Associate Minister for Primary Industfigs

Refer/Not refer Refer/not refer not refer, @

Minister of Finance  Associated Minister of Fin& ociated f Finance

. & S

Acting Manager, Natural Resources

Hon Bill English

&Y &
el
A@C\\\w 6 of@
& &
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Treasury Report: Climate change - New Zealand's post-2020

emissions reduction target

Purpose of Report @ @A&
N

il

105
Y

This report provides advice on the Minister for Clin @ge Issues™p
New Zealand to take a post-2020 emissions red v target of 10% be

by 2030 (covering all sectors). EGI will consider the Minister's

te change i8 not an easy
peting objectives) whickioclude maintaining
; i full contribution to

malntaining New Zealand'’s
z this weighting. The paper
bjectives, but this conclusion is not

»anid risks of the two options.

The decision about the level of New Zea
one. It requires Ministers to balance c
New Zealand’s good international repu

=-assumptions behind the Minister's

fout the trade-offs between the options.

nt on the key arguments in support of the proposal,

ested questions to raise at EGI
S )

makes a number of assumptions to support the Minister’s proposal,
cuss key uncertainties surrounding these assumptions. Treasury's

the paper focuses on the assumption that a less stringent target will lead to
ovefall costs (covered in para 8.b below).

gr
ussion of the key uncertainties surrounding the assumptions in the paper would
0 highlight that there are additional options that may achieve Ministers’ objectives
better than the proposed target.

co

Accordingly, the following paragraphs summarise the key assumptions in the paper,
note some of the uncertainties surrounding them, and discuss the implications.

a. New Zealand must demonstrate “progression”: The Cabinet paper argues that New

Zealand needs to take a post-2020 emissions reduction target that demonstrates
“progression” beyond our current target to reduce emissions to 5% below 1990 levels
by 2020. “Progression” is defined narrowly in the paper to mean our new target must
have a higher “headline number” (i.e. 6% below 1990 levels, af a minimum) and cover
the same gases as our current target.
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Treasury comment: There is a strong scientific basis to argue that a target focusing on
carbon dioxide reductions would demonstrate progression from New Zealand’s current
target. Because carbon dioxide is the main driver of long-term temperature increase,
greater carbon dioxide reductions over the 2020s make a stronger contribution to the

global goal of limiting long-term temperature increase to 2/degrees Celsius. endix
1 provides additional information on the relative contribution’ gt /methane a n

dioxide to global warming.

of a broader target that demonstrates progressi our current ta

Paragraphs 11-12 below discuss how a carbon d‘}ujgd dction tar
i

We suggest you raise the following questiond ut the mea@mgression”:
e To what extent could New Zealand’s figgotigtors credi that an ambitious

carbon dioxide target demonstrated-progre’ssion from.s rent target?

e How would this argument be Fes
negotiations? &

s

outside b er public outside the

Gy
~
er/all of New Zealand’s

b. A less stringent target, o@at does pot:Cy
emissions, would have-greateroverall costs:.T}ie Cabinet paper argues that these

greater costs would the foIIo
i. aloss of inf[u@e cIimat@ egotiations (particularly in relation o

urable forestry rules);

negotiatin market
ii. greatepd 'nomic C %ng from this loss of influence; and
iii. nega cts on r@md’s wider foreign policy interests.
Trea ent: The paperdssumes that these factors will arise unless New

. not to take our pre-2020 target under the Kyoto Protocol. This had

act on our negotiating influence, but we were subsequently able to take

anty countries have a strong interest in markets and forestry rules, so those are
ely to form part of the Agreement regardless of the target New Zealand takes.

iii. Itis unclear how likely it is that a less stringent target would damage New
Zealand's wider foreign policy interests, what the impact would be, or whether the
costs are greater than the costs of meeting the proposed target.

We suggest you raise the following questions about the extent to which a less
stringent target would result in higher overall costs:

e If New Zealand did lose negotfiating influence, what options would we have to
regain it?

e What role are markets and forestry likely to be play under the new Agreement, with
or without New Zealand's influence?

o How likely is it that taking a less stringent target would damage our wider foreign
policy interests, what are the likely impacts, and do we have means available to
limit the risk of damage?
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c. The proposed target provides New Zealand with maximum flexibility to manage
risk: The Cabinet paper argues that the proposed target maximises New Zealand’s
flexibility to manage risk, primarily because it preserves our position to negotiate

access to markets and favourable forestry rules.
Treasury comment: The costs of the proposed target ar. igh, even wir@gs
markets and forestry rules:
e Cumulative economic costs of around $37 bi
average cost of around 1.2% of RGNDI;

o A cumulative $4.5 billion fiscal risk (20 A 2030) from co
emissions (assuming the agriculture-gecta :

ricultural

An alternative option gives New Zeatan "
considerably lower costs at'the et, althougdl (d increase the risk of not having
access to markets and fores S. gcan

access to markets andfcrestry rules, the
target to improve % i ting positi LY
7

Pait 2> An alter@gﬂ%ﬁon: split target
»
9_\§S7ed °%’%@‘ € of risks given the current information available, Treasury

conside lit target may be in New Zealand’s best interests. The key
argun% vour of a split target are:

arbon dioxide is the main driver of long term temperature increase, more
! ingent targets for carbon dioxide can credibly be argued to demonstrate
&
[)

gression from our current target (see more at paras 11-12),

.~ the costs of achieving a split target would be considerably lower, although there
could be greater risk of not securing access to markets and favourable forestry
rules;

c. if this risk materialises in a way that threatened to increase the costs of the split
target above those of the proposed target, Ministers would have flexibility to
change the target to improve New Zealand’s negotiating position.

10. The following sections provide information on what a split target could consist of, the
justification that could be made for it domestically and in the negotiations, and
measures to mitigate the risks that may arise.
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i

12.  We have suggested a carbon dioxid
target would make a greater contrib
temperature increase in 2100

13. Table 1 compares New Ze@
and potential alternative targ

IN-CONFIDENCE

Treasury’s view is that the most appropriate split target is one that covers the whole
economy (including the agriculture sector), but gives priority to carbon dioxide

reductions. As an illustration, the target could consist of co

a. reduce New Zealand's carbon dioxide emissions

2030; and

b. reduce the emissions intensity of agricultu
a detailed target and measures to achieve

reductions associate
in New Zealand's e

Table 1: Comparison

ach target,

y 2030
posed t/a(m

different levels of carbon dioxide targets

mitments to:

Currentfa : «P/roposed target: Alternative targets:
- 2013-2020 2021-2030 2021-2030"
b helo 10% below 1990, 25% below 70% below
/&) N 1 ses all gases 1990, CO; 1990, CO;
En 'ssiﬁniezﬁctions
g% 8 vea .(GTP)QQ B 9 153 128 260
i reducti e
TS i 149 260 28 2
é&@ g-years (GW % b 1 60
conomig \$%\/
§E 6 bj“(eo%? A n/a =37 -27 -37
e \“)’s{ n/a 11,23 -0.89 -1.23
\\I}ost of
c g agriculture n/a -4.5 0 0
/7 O\{($ billion)®
=0 ange in NZ's
issions by 2030 n/a -10% +15% -10%
(1990 baseline, GWP)
Change in NZ’s
emissions by 2030 n/a -29% -10% -29%
(2005 baseline, GWP)

1 Targets do not include any agricultural methane or nitrous oxide.
2The 8 period is 2021-2028 for the proposed and alternative targets.
3 This fiscal cost would arise if agricultural emissions are included in New Zealand's international

target but excluded from the Emissions Trading Scheme, requiring the Crown to purchase overseas
offsets to cover the agricultural sector's emissions. There is no fiscal cost for alternative (CO2) targets
because the target would no longer require New Zealand to purchase offsets to meet the agriculture
sector's emissions.
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14. The emissions reductions shown in the first line of the table are calculated using the
GTP metric, which is based on the impact of emissions on the climate in 2100. The
GTP metric reflects the short-term effects of methane, which are not captured by the

25% compared with 1990 (and leaves other emissions Hanged) would
more to temperature reduction in 2100 than New Zegl3
also shows that a 70% carbon dioxide reduction ta n ethgz

2100 temperatures for the same economic cost e proposed targ

K
15. The Treasury is not proposing that New Zealand uses a differ
require international agreement. But the fhe GWP maetri
aneNs4 T

different effects of carbon dioxide and meft} n impo
justification for targets that focus on carhd jk“ de in the . Appendix 1
provides more detail.

16. Other countries are certain to recalculate New Zeal rgets at the all-emissions

level on a GWP basis. The la s of the table provide these figures for both a

17. Itis important to note that a carbo s target of 25% does not
necessarily increase tf 3 i onomy responsible for carbon
dioxide emissions. Bec nodélling assumes agricultural emissions
are not priced, m Fihe sed target fall on firms emitting carbon

dioxide. Thes afige di . h)mitigation and the costs of international

. asplit onstrates progression from our current target because it:

% ves larger carbon dioxide reductions than our current target and,
ce carbon dioxide is the main driver of long-term climate change, it

makes a greater contribution to limiting long-term temperature increase;

ii. includes a commitment to develop measures to address agricultural
emissions, whereas that sector is not currently subject to domestic climate
change measures;

b. by covering both carbon dioxide and agricultural emissions, the target signals
meaningful action on all New Zealand’s major sources of emissions;

c. the target is fair and ambitious given New Zealand's unigque emissions profile;

d. the target involves greater costs and therefore greater effort than our current
target.

T2015/1273 : Climate change - New Zealand's post-2020 emissions reduction target Page 9
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Risk mitigation

19,

20.

The key risk with a split target is that New Zealand loses influence in the negotiations
and access to markets and favourable forestry rules, which would increase the cost of

the target significantly.
If this risk materialised, Ministers would have flexibili @ the targetio i ve

New Zealand's negotiating position. This could meaf

target (e.g. more carbon dioxide reductions) or co g.it1o a sing
all emissions in the same way (i.e. the propose ;
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APPENDIX 1

METHANE AND CARBON DIOXIDE: CLIMATE EFFECTS AND ACCOUNTING METHODS

efforts towards meeting the global goal ofAim émperat 2°C. In the context of
New Zealand’s post-2020 emissions red &Q? get, limi ne over the 2020s will
have a relatively little impact on temperature increase in ile the influence of carbon

dioxide and other long-lived gase luding nitrous {oxide itted over that time will be
significant and ongoing.
AN

Different methods to convert di gases i ngle measure of total emissions

Under the international ch »-@

) NE)
“exchange rate” that valdes’ the” additiona ergy each gas causes the earth to receive.
Based on this fram Wweighted measure/currently used is called the Global Warming

These different effects are critical when congidéfir g;- tom tly focus near-term
a
w

greenhouse gases are weighted using an

he radiagtive’forcing of emissions today in each of the next 100

years (AR4 GW%
In the cont% 100 temp goal, the AR4 GWP+q overvalues the temperature
h

arbon dioxide by around 6 times.

impact of met ompared wi

e Potential (GTP) measure is an alternative weighted
3 . imef
y )

of different gases on temperature at a particular time. Using
rame reduces New Zealand's current total level of emissions
d reduces methane’s contribution from 43% (under GWP100) to

aggregate costs of terms of aggregate costs of reaching prescribed target, although regional
and sectoral differences may be significant”.*

Using the GWP10 as the basis for New Zealand’'s climate change policy risks perverse
outcomes both with respect to New Zealand's costs and our contribution to mitigating global
climate change. It leads to disproportionately costly effort being expended in the short-term
on mitigating methane emissions, which have little long-term consequence, at the expense of
greater focus on mitigating carbon dioxide, which drives long-term temperature rise.

4|PCC Working Group 3 (Mitigation of Climate Change, 2014, Chapter 3, section 3.9.6.
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Implications

Changing the metric New Zealand uses to measure its greenhouse gas emissions from
GWP100 to GTP would require international agreement, which is not possible in the short-
term. Nonetheless, New Zealand can point to the impacts of u GWP100 0N cO
high methane emissions as part of the justification for an that prio
dioxide emissions over the 2020s.

Figure 1: Global temperature impact of one memét%\»j\e carbon equivalent
emissions?®
3.00E-06 - g@ @
“CH4

2.50E-06

2.00E-06

1.50E-06

1.00E-06

Global temperature response
(degrees Celsius)

5.00E-07

0.00E+00

—ay S\ ‘\'
V\\J/I T T T T 1
40 50 60 70 80 S0 100
arg after pulse emissions
Source: Ministry vironm@

5 Using IPCC AR4 metrics and a 100 year time horizon,
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APPENDIX 2

Suggested questions to raise at EGI

Questions about the meaning of “progression’: % b
g\%ug

» To what extent could New Zealand's negotiators cre that an carbon
dioxide target demonstrated progression from our target?

e How would this argument be received outside egotiations? @

Questions about the extent to which a le
costs:

o |f New Zealand did lose negot

e What part are markets and fo

without New Zealand's influe 7

o How likely is it that taki *
interests, what are tH TN
damage? % :”;

Questions apqdt-the flexibility 0@ options fo manage costs:

e Ifnon i rtunitiessémerge to reduce agricultural emissions, what options

ce the costs of the proposed target?

aland have to improve our negotiating position if we took a

o /Nhat.opti ‘
(Gargetthat ri @ g access to markets?
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