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Climate Change (Emissions Trading and
Renewable Preference) Bill

Recommendation

The Finance and Expenditure Committee is considering the Climate Change (Emissions

Trading and Renewable Preference) Bill, including the entry date for transport fossil fuels
to the scheme, the phasing-out of free credits for trade-exposed industry and agriculture,

and the inclusion of hydrofluorocarbons (HFCs) in the New Zealand Emissions Trading
Scheme, and recommends that the House take note of its interim report.

Background

The Climate Change (Emissions Trading and Renewable Preference) Bill would introduce a
greenhouse gas emissions trading scheme in New Zealand. The scheme would include
virtually all greenhouse gases (one example of an exception is coal seam methane) and all
sectors: forestry, liquid fossil fuels, stationary energy, industrial processes, agriculture and
waste. The bill also seeks to create a preference for renewable electricity generation by
means of a moratorium on new fossil-fuelled thermal electricity generation, except to the
extent necessary to ensure the security of New Zealand’s electricity supply. Both parts of
the bill are intended to enable New Zealand to meet its obligations under the Kyoto
Protocol.

The bill, as introduced, proposes to phase in in stages the entry of all sectors to the scheme
from 1 January 2008 to 1 January 2013. Liquid fossil fuels are currently due to enter the
emissions trading scheme on 1 January 2009. The bill also proposes to provide assistance
to trade-exposed industries and agriculture by allocating free New Zealand units. The free
allocation is proposed to be phased out from 2013 to 2025.

The bill proposes to phase in the entry of gases and industrial sectors to the scheme from 1
January 2009 to 1 January 2013. It proposes the entry of hydrofluorocarbons into the
emissions trading scheme on 1 January 2010, in the industrial processes sector. HFCs are
potent synthetic greenhouse gases used primarily in the refrigeration and air conditioning,
aerosol, foam-blowing, and fire protection industries.

Deferral of liquid transport fuels and phasing-out of free allocations

The Prime Minister has announced two changes in Government thinking on the bill. The
Minister Responsible for Climate Change Issues informed us that the Government now
wishes to defer the introduction of liquid transport fuels into the scheme from 1 January
2009 to 1 January 2011, and to defer the start of the phasing-out of free allocations from
2013 to 2018.

While we do not intend to invite submissions on these proposals we would like to discuss
these issues publicly and consider them further. A copy of the Minister’s letter is attached
as Appendix B.
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Entry of synthetic greenhouse gases

There are a number of significant issues yet to be resolved in respect of the proposed entry
of HFCs on 1 January 2010. We are considering a report entitled “Synthetic Greenhouse
Gases and the Emissions Trading Scheme”, which outlines various approaches to the entry
of HFCs into the scheme. We intend to consult submitters from the refrigeration industry
on the various possible approaches.

Minority view of the New Zealand National Party

The National Party views this emissions trading legislation in response to climate change as
the most significant bill in the term of this Parliament, with very significant and long-term
implications for every sector of the New Zealand economy.

National has long supported an emissions trading system as the most efficient way for New
Zealand to respond to climate change, but wants to ensure such a scheme is well designed
to ensure it achieves the environmental objective of constraining emissions at least cost.

National has major concerns about the select committee process of consideration of this
bill, with 96 submissions being crammed into a week and with some submitters getting
only ten minutes to raise substantive concerns. We only received notice of the major
changes in timing over the entry of liquid fuels and the phasing of allocation of credits to
trade-exposed industries after they were announced publicly. We are also concerned that
the Climate Change Leadership Forum was consulted over these latest changes, but not the
select committee, bringing into question the relevance of the select committee process.

National wants to be constructive in ensuring New Zealand has a well designed emissions
trading system but this is being compromised by a process that risks getting critical detail
wrong.
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Appendix A

Committee procedure

The committee called for public submissions on the bill. The closing date for submissions
was 29 February 2008. The committee has received 259 submissions from various
organisations and individuals.

Committee members

Charles Chauvel (Chairperson)
Hon Bill English

Jeanette Fitzsimons

Craig Foss

Hon Mark Gosche

Hone Harawira

Rodney Hide

Moana Mackey

Dr the Hon Lockwood Smith (Deputy Chairperson)
Hon Paul Swain

Chris Tremain

Judy Turner

R Doug Woolerton

Hon Dr Nick Smith replaced Chris Tremain and Hon David Carter replaced Craig Foss for
this item of business.
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