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1. Yo off\v:e}r}éve ked for\]?formatlon on the accounting treatment of the New Zealand
\%7 radin %y (ETS) including; whether ETS units should still be valued in the

inancial ents, how the introduction of auctioning would impact on the

ents, % y international commitments would be recognised.
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Situation Analysis
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6.  Cabinet recently agreed in principle, subject to ion, ge of changes to the
ETS, such as extending the transition phase freas and % the second tranche of
allocation to pre-1990 forest landowners,. # @[i cons ion ‘an these proposed changes
closed on 11 May 2012. It is e { abinw ke final decisions on these

proposals by early July, and that

passed by the end of the year.
To assist Ministers in making finMions

iﬁ?;cﬁse Act amendment bill will be

7. nges to the ETS, your offices have
requested information on ccounting of the ETS and how this relates to
international climate change's itmen i$ Briefing Note supplements the Briefing Note
on the fiscal and ecqrigmic injpacts qf/LS\e [ ETS policy options [see 12-B-00624] and
highlights the account @Z/STS based on existing policy settings and the
accounting implic sing fra@e fal changes to the ETS (e.g. auctioning).
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Question 2: How will auctio impact on @financial statements
33. Introducing auctioning afte

r-20 partially shield the Government from
uncertainty over the ue of lds. Introducing auctioning will not provide
additional revenu abovefhe éxisting fiscal forecasts, but will convert a proportion
of the revenue t% %'

0

efnment ves as a unit asset (through surrenders) into cash

(through the oltectin ather than units will reduce net debt, and lessen the
impact of e rev the Crown’s balance sheef.

34, In sub ctioning is unted on a similar basis to revenue in advance. The

Governm ill receive cash”up front for the units it sells at auction and recognise an
3 %@chabilit . e Government earns the revenue over the period of emissions,
a & relea

as revenue in the income statement.

t
O mpac int
}rrende ing the prices are relatively similar taking into account compliance costs

of purehg ternational units) as more NZU's will be available (through the auction and
preyvi tions) to meet obligations under the ETS.
36. icials note the policy reasons for introducing auctioning, as it potentially provides an

ortant ‘hedge’ for government over the value of its unit assets. However, from an

ounting perspective introducing auctioning will not lead to an increase in net revenue in
Q & government accounts relative to the current situation.
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