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result of policy efforts and factors external to Government,1 and that available 
emissions data and projections are consistent with the first emissions budget (EB1) 
being met (for the period 2022-2025). As with any use of projections, both the 
Commission and the Government findings note that there are inherent levels of 
uncertainty and that current projections can be highly influenced by factors external to 
Government policy and action.  

7 Some findings in the ERM Report, however, do differ from Government reporting.  Key 
points of deviation mainly relate to the certainty and risks of meeting the second and 
third emissions budgets (2026-2030 and 2031-2035 respectively), and include:  

7.1 The Commission states there are significant risks to meeting EB2 and EB3 and 
indicate a need to strengthen policies in response. The central estimate of the 
Government’s July 2024 interim projections shows that EB2 is achievable with 
proposed ERP2 policies, and that achieving EB3 is within the range of uncertainty.  

7.2 The Commission states there are significant risks to meeting the 2030 biogenic 
methane target. The central estimate of the Government’s July 2024 interim 
projections suggest that we may meet the 2030 target, but exceeding the target is 
within the range of uncertainty.  

8 I am now seeking approval of my response to the Commission’s ERM Report (see 
Appendix 1), and agreement to present it to the House of Representatives by  
16 October 2024 as required by the Act. 

Background 
9 The Act legislates New Zealand’s domestic emissions reduction targets. These are:  

9.1 Net zero emissions of all greenhouse gas (GHG) emissions other than biogenic 
methane by 2050; and 

9.2 24 to 47 per cent reduction below 2017 biogenic methane emissions by 2050, 
including 10 per cent reduction below 2017 biogenic methane emissions by 
2030. 

10 Domestic emissions budgets act as stepping-stones, or interim targets, to reaching our 
2050 emissions reduction targets. An emissions budget is a total quantity of net 
emissions that is allowed to be released during an emissions budget period.  For each 
emissions budget period, there must be an emissions reduction plan in place that sets 
out the policies and strategies for meeting the emissions budget. 

11 The Commission is required to independently monitor and report on the Government’s 
progress towards reducing emissions. The Commission’s annual report must include: 

11.1 measured emissions and measured removals for the most recent year of the 
emissions budget period for which data is available from the New Zealand GHG 
Inventory; and 

11.2 the latest projections for current and future emissions and removals; and  

 
1 External factors include, but are not limited to, macro-economic and demographic conditions, consumer 

behaviour, dry/wet years; and also methodological improvements to how emissions in different sectors are 
measured. These factors can be variable year-on-year. 
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11.3 an assessment of the adequacy of the emissions reduction plan and progress 
in its implementation, including any new opportunities to reduce emissions 
(s5ZK(1) and (2)). 

12 On 16 July 2024, I received the inaugural ERM Report from the Commission. Under the 
Act I am required to provide a report in response within three months of receiving the 
report (by 16 October 2024), that: 

12.1 sets out my response to the report and recommendations;  

12.2 describes the progress made in implementing the current emissions reduction 
plan (ERP1); and 

12.3 notes any amendments to that plan (s5ZK(4)). 

13 The Climate Change Chief Executives Board (the Board)2 also provides regular 
reporting to Ministers on progress towards emissions budgets and Government’s 
Target 9, and six-monthly reports on progress made across agencies implementing 
ERP1.  These reports, and the Government’s strategy and proposals for ERP2, have 
been used to inform my response to the ERM Report. The Commission’s findings are 
also being considered as part of developing policies for ERP2, which will be published 
later this year. 

Responding to the Climate Change Commission report and recommendations 

The key findings of the ERM Report  

14 As required under the Act, the Commission’s ERM Report presents its assessment of 
the progress being made towards achievement of EB1 (2022–2025), EB2 (2026–
2030) and EB3 (2031–2035), and progress towards the 2050 target, and to assess 
the adequacy of ERP1 and progress in its implementation. 

15 The Commission published the ERM Report using publicly available data and 
information on Government policies until the end of April 2024, including available 
monitoring reports from the Board.  The ERM Report contains four key findings: 

15.1 Key finding 1: Gross emissions have declined each year since 2019, in 
response to policy efforts combined with external factors.  

15.2 Key finding 2: Available emissions data and projections are consistent with 
the first emissions budget being met. This is, however, highly uncertain. Risk 
factors such as deforestation, dry years, and rising transport emissions could 
result in net emissions exceeding the budget. Further action to reduce 
emissions would decrease the risk of missing the budget. 

15.3 Key finding 3: There are significant risks to meeting the second and third 
emissions budgets and the 2030 biogenic methane target under current 
policies.  

 
2 The Board was established in 2022, under the Public Service Act 2020, as an interdepartmental executive 

board. It provides oversight of the Government’s response to climate change. The Board is chaired by the 
Secretary for the Environment, and comprises eight members, supported by the Deputy Solicitor-General. 
The Board advises the Minister of Climate Change and the cross-Ministerial governance group, the Climate 
Priorities Ministerial Group (CPMG).  
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15.4 Key finding 4: Our assessment shows an urgent need to strengthen policies 
and strategies to put Aotearoa New Zealand on track to meet future 
emissions budgets and the 2050 target, including the 2030 biogenic methane 
target.  We identify a range of opportunities to work towards these climate 
goals. 

16 The key findings are underpinned by a wider set of detailed findings, which identify 
the risks to Government at the sector level. Note that the biogenic methane target 
only applies to the agricultural and waste sectors.  The proposed response to these 
findings and the requirements in the Act is provided in Appendix 1.  

High-level assessment 

17 Government’s July 2024 interim emissions projections3 broadly align with the first two 
key findings of the Commission’s ERM Report that: 

17.1 gross emissions overall have been declining since 2019 due to policy 
changes and external factors, and 

17.2 we are currently on track to meet EB1 albeit with some uncertainty, which is 
inherent in the use of projections and due to factors outside of Government 
control, such as dry year impacts on hydro flows or the rate of deforestation.  

18 Key points of deviation mainly relate to the certainty and risks of meeting EB2 and 
EB3, and include:  

18.1 The Commission states there are significant risks to meeting EB2 and EB3 
and indicate a need to strengthen policies in response. As Minister of Climate 
Change, I have a legal duty to ensure emissions budgets are met. The central 
estimate of the Government’s July 2024 interim projections shows that EB2 is 
achievable with proposed ERP2 policies, and that achieving EB3 is within the 
range of uncertainty.  ERP2 will be the vehicle to further ensure there is a 
plan to meet EB2.  

18.2 The Commission states there are significant risks to meeting the 2030 
biogenic methane target. Again, ERP2 will be the vehicle to further ensure 
there is a plan to meet the 2030 methane target.   

19 For its assessment, the Commission compared data against benchmarks from the 
Commission’s 2022 demonstration path to gauge the pace of progress in different 
areas.4 This is sensible as the demonstration path was used to inform the previous 
Government’s approach to ERP1. This Government’s Climate Strategy with its 
revised approach to meeting emissions budgets and targets, and the Government’s 
interim projections of July 2024 were not available to the Commission at the time of its 
report.  

20 The Government response uses the July 2024 interim emissions projections to inform 
its assessment. Updated projections and modelling is being prepared to support the 
publication of ERP2 later this year, which will take into account the impact of the final 
ERP2 policy package. As much of the abatement that can be achieved in EB1 (to end 

3 The July interim projections were published in the discussion document for ERP2: New Zealand’s second 
emissions reduction plan (2026–30): Discussion document | Ministry for the Environment 

4 The demonstration path reflects judgements by the Commission about a durable path to the 2050 target 
consistent with the areas required to be considered under the Act. 
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Cost-of-living Implications 

28 No direct cost of living implications are expected as a result of the publication of this 
report. 

Financial Implications 

29 No direct financial implications are expected as a result of the publication of this report. 

Legislative Implications 

30 No direct legislative implications are expected as a result of the publication of this 
report. 

Impact Analysis 

Regulatory Impact Statement 

31 The report in response to the Commission’s ERM Report does not require a RIS. 

Climate Implications of Policy Assessment 

32 There will be no direct emissions impacts from the publication of the report. Decisions 
on changes to individual climate change policies will include a CIPA where required. 

Population Implications 

33 There will be no direct population implications from the publication of this report. 

Human Rights 

34 There are no inconsistencies between this report and the New Zealand Bill of Rights 
Act 1990 or the Human Rights Act 1993. 

Consultation 

35 The following agencies were consulted on this Cabinet paper and the Government 
response to the Commission’s report: Ministry for the Environment, Ministry for 
Primary Industries, Ministry of Business Innovation and Employment, Ministry of 
Transport, the Treasury, Department of Conservation, Ministry of Culture and 
Heritage, Ministry of Housing and Urban Development, National Emergency 
Management Agency, Te Puni Kokiri, Department of Internal Affairs, Ministry of 
Foreign Affairs and Trade. 

36 The Department of the Prime Minister and Cabinet has been informed. 

Communications

37 The attached report will be presented to the House of Representatives by 16 October, 
at which point it will be made publicly available through the Ministry for the 
Environment’s website. I do not intend to issue a press release.  
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Proactive Release 

38 I intend to proactively release this paper and associated Cabinet committee papers 
and minutes within 30 business days of final decisions being confirmed by Cabinet, 
subject to redaction as appropriate under the Official Information Act 1982.  

Recommendations 

The Minister of Climate Change recommends that the Committee: 

1 Note on 16 July 2024 I received the Climate Change Commission’s inaugural 
Emissions Reduction Monitoring Report (ERM report) and must respond to this report 
within 3 months (by 16 October 2024) as required under the Climate Change 
Response Act (ss5ZJ, 5ZK). 

2 Note the four key findings of the ERM Report outlined in this paper, and the 
assessment and response to the key findings outlined in Appendix 2.  

3 Approve the report and response to the ERM Report, attached as Appendix 1. 

4 Agree that I present the response to the ERM Report to the House of 
Representatives by 16 October, at which point it will be made publicly available on the 
Ministry for the Environment’s website.  

Authorised for lodgement 

Hon Simon Watts 

Minister of Climate Change 
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Appendix 1: Government response to the Climate Change Commission report: 
Monitoring Report: Emissions Reduction, 2024 

(see attached report) 

Please note, the final version is publicly available on the Ministry for the Environment's website at 
the following link: 
https://environment.govt.nz/publications/government-response-to-the-climate-change-commission-
monitoring-report-emissions-reduction-2024/ 
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8. 

9. 

10.  
The ENZ model has 

been externally peer reviewed in the past, to confirm it is fit for purpose, ie, by the Climate 
Change Commission2.  

11. A more targeted assurance review of the ENZ model to check assumptions and model 
changes have been implemented correctly and are in line with best practice, will be undertaken 
for ERP2. A wider review of emissions models will be undertaken in 2025, to make 
recommendations on what a best practice approach to projections modelling and assurance 
practices across sectors would be. 

Part 2. Better understanding the factors that can impact 
emissions projections 
12. Interagency Climate DCEs discussed the fundamental limits to our confidence and certainty of 

emissions projections, starting with the three main factors driving whether we achieve emissions 
budgets. These are: 

a. external factors affecting activity levels of emitting sectors (e.g., weather affecting 
renewable electricity supply, economic conditions/business confidence, decisions by large 
emitters, energy and commodity prices); 

b. how we collect and measure actual emissions (data sources, timeframes for data 
collection, methodology, error corrections, etc.); and 

c. policy decisions to reduce emissions (ERP1, ERP2) (and then their effectiveness). 
 
 

 
2  The ENZ model has been externally reviewed including reviews by Infometrics in 2020, Matthias Weitzel and Toon 

Vandyck, European Commission, Joint Research Centre 2020, Dr. Adam Daigneault, University of Maine, 2020 
and Dr. Marc Hafstead Fellow and Director, Carbon Pricing Initiative, Resources for the Future, Washington, DC. 

3  The ENZ model has been externally reviewed including reviews by Infometrics in 2020, Matthias Weitzel and Toon 
Vandyck, European Commission, Joint Research Centre 2020, Dr. Adam Daigneault, University of Maine, 2020 
and Dr. Marc Hafstead Fellow and Director, Carbon Pricing Initiative, Resources for the Future, Washington, DC. 

9(2)(f)(iv)

9(2)(f)(iv)
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13. Notably, only c. (policy decisions) is under the Government’s direct control. This means that 

there are risks to achieving our climate goals from external factors, which can influence the 
baseline and policy impacts, and these can be potentially significant as we have seen over the 
past year. 

14. New Zealand’s gross and net greenhouse gas emissions have been tracking downwards from 
2019 onwards, with a big dip in 2020 due to COVID-19 lockdowns. This is due to a combination 
of: 

• high renewable electricity generation from favourable weather conditions; 
• shift to EVs; 
• continual improvement in energy efficiency in industry, commerce and households; 
• closure of some industrial plants, particularly the Marsden Point oil refinery and lower 

methanol production; and 
• ETS prices and other economic factors incentivising land use change from sheep/beef 

farming to plantation forestry. 

15. Macro-economic and broader factors we need to have on our radar for the second emissions 
budget (2026-2030) outside of government’s direct control are: 

• the rate of economic recovery (although emissions intensity of GDP has been 
dropping, increased economic activity increases emissions); 

• impact of gas availability and weather on the mix of renewables and coal; 
• strong population growth will also lift emissions in absolute terms if it continues; 
• land use decisions, in particular increased agricultural production / decreased forestry; 

and 
• decisions by large individual emitters, notably for Tiwai Point aluminium smelter to 

remain open and levels of production by Methanex. 

16.  
 
 

 

17. Updated information on these trends, potential scale, and volatility of some of the factors 
affecting activity, is being collated. DCEs have agree that future reporting on how New Zealand 
is tracking towards its emissions budgets should continue to include information on these 
potential risk areas. These factors will also be reflected to the extent feasible in ERP2 modelling 
and via sensitivity analysis. However, as modelling provides ‘point in time’ estimates, these will 
need to be monitored, and information updated on a regular basis to understand the impact of 
these on achieving emission budgets and Target 9. 

 
 
 
 
 
 
 
 
 
 
 

4 Note the decrease in emissions from reduced natural gas use for heat is partially offset by an increase in 
emissions from electricity generation due to increased use of coal. 

9(2)(f)(iv)
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Part 3. Strengthening existing data and modelling work 
18. DCEs have requested the Climate IEB Unit works with agencies to provide options for 

improved climate mitigation data governance arrangements to enable data improvements 
across the interagency climate mitigation data system. 

19. This would provide clearer oversight, coordination and delivery of data system improvements, 
including consistent modelling assumptions and use; better data infrastructure and quality 
management; implementation of a data stewardship and a quality control framework; 
developing a long-term data strategy and maturity assessment; and better-defined roles, 
responsibilities, and activities. 

20. DCEs have agreed this work and options be progressed in January 2025, following the 
conclusion of ERP2 - to minimise disruption to current priority work. 

21. MfE has been making operational improvements to the climate mitigation data and modelling 
system. This includes clarifying accountabilities, roles, and responsibilities for data products, 
enhancing data quality, and ensuring timelier and less resource-intensive data delivery. 

22. These improvements will make the system more flexible and responsive to ad-hoc requests 
arising from the changing political context of climate change policy and legal requirements 
(e.g., understanding the impact on emissions budgets from policy implementation or macro- 
economic changes). 

23. Priority improvement opportunities around the development, use, and QA/QC of emissions 
data and models stewarded by MfE have been identified, in Table 1 in Appendix 1. 

24. These improvements reflect aspects of the mitigation data and modelling system that MfE 
currently oversees. However, there are additional improvements that can be made to the wider 
mitigation data and modelling system overseen by other agencies. 

25. Other improvements include auditing agency emissions projections models, the ‘mapping’ and 
flows of emissions data, training agencies to use and improve the ENZ model, building an 
interagency data and modelling management and modelling platform, and supporting agencies 
in migrating Excel-based models into code. Further details are provided in Table 2 in 
Appendix 1. 

 
Next steps 

 
28 MfE to undertake a targeted assurance review of the ENZ model for ERP2, and a wider review 

of emissions models will be undertaken in 2025, to make recommendations on what a best 
practice approach to projections modelling and assurance practices across sectors would be. 

 
29. The Climate IEB Unit and MfE to develop proposals for amended interagency governance 

arrangements for climate data in 2025. 
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