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Background.
The Labour government was one of 127 governments that signed the international Kyoto accord back in 2002 and from that undertook to implement actions, including an ETS scheme, to help reduce NZ’s carbon footprint.

When National won in 2008 they maintained the scheme but softened aspects of it, giving more time for some parts to come on board within the NZ economy.

As July 1st saw some of the first compulsory impacts hit the country we contracted Carbon Credits expert Wayne King of Carbon Markets Solutions Ltd to come and provide information to those in the local community interested in gaining knowledge of an issue about to affect us all.
To assist with the amount of information we needed covered we provided Wayne with several questions we thought that answers would be needed to.

The following is a Q&A from his seminar to assist with gaining an understanding of the ETS as it is at present and some idea of where it is heading.

Q&A’s.
1. Q. What is a carbon emissions unit?
A.  An Emissions Unit represents one metric tonne of Carbon dioxide or the equivalent of any of the other 5 greenhouse gases recognised under the Kyoto protocol – methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons and sulphur hexafluoride.
2. Q. Who runs the ETS?

A.  The Ministry of Economic Development is responsible for the day to administration of the ETS and all Carbon Credit Units (known as NZU’s) trading, except for Forestry which is being managed by MAF.  The Ministry for the Environment administers the Climate Change Response Act, which established the scheme and it is responsible for developing emission unit allocation plans and regulations under the Act.
3. Q. What parts of the ETS came in on July 1st 2010?

A. Emissions payable costs on fuel and electricity – which meant that for the consumer fuel went up in price at the pumps and the monthly power bill will also increase for householders.

4. Q. What things emit greenhouse gases?

A. All living creatures, the burning of all fossil fuels, decomposition of plants and fallen trees.

5. Q. What things sequester (lock up) Carbon Dioxide and other greenhouse gases?

A. All growing land plants, plankton and sea plants.  The science in measuring this is very difficult and at present has mostly been limited to coming up with formula’s for the sequestration rates of exotic forests such as Pine.

6. Q.  If we have an amount of Trees on our property how do we find out if we are eligible for NZU’s and how do we get them?

A.  If you need advise on if your trees are eligible for NZU’s you need an expert (Such as Wayne from CMS) to call and assess your trees.  A phone call in the first instance may assist with knowing if what you have qualifies.  To apply for an account to hold your NZU’s for offsetting against future costs or for trading you can apply anytime through the New Zealand Emissions Unit Registrar (EUR) at www.eur.govt.nz 
7. Q.  What are the costs involved with getting our NZU’s if we don’t qualify for a free allotment?

A.  Current costs advised on the EUR website for general information amount to approximately $900 plus travel costs for a person to come on site and survey your trees for carbon sequestration and eligible NZU’s.


8. Q.  What is the difference between pre-1990 forests and post 1989 forests?

A.  The ETS was developed using a model based upon exotic forests such as Pine, which mature at about 30 years of age.  At this date the trees are relatively carbon neutral as once fully mature they do not sequester carbon like growing trees do.  
To get a date that recognises this 1990 has been established at the levels of emissions the Kyoto protocol agreed to.  For NZ people they are able to request assessment and voluntarily enter the ETS scheme if they have native forest or bush.  
But note that at present the exotic type calculations will currently apply as they do not yet have a formula that covers our indigenous forests or bush lands.  Some of these matters may be sorted going forwards by MAF and the Ministry for the Environment.
All applications with regards to Forest are to be made through MAF, trained and skilled people such as MAF advisors or Wayne from CMS can undertake all this work for you.
9. Q.  How is forest land defined?

A.  A crown-cover of more than 30 percent on each hectare and an average crown-cover width of at least 30 metres.

10. Q.  How are carbon stocks determined?

A.  The government has adopted models to calculate carbon stocks and sequestration rates, they will apply these models across areas.  

11. Q. Do these models cover all aspects of carbon stocks and sequestration?

A.  No.  Some areas such as the amount of carbon sequestration undertaken at sea (by plankton etc) are so far in the too hard basket.  Likewise so is the sequestration undertaken by grass, flowers and indigenous forests.  The formulas also do not allow for the carbon kept in stumps and re-growth, with regards to grass when would it be measured? In a drought? Winter? Spring?  It has proven too hard so far.
12. Q.  How often can I get NZU’s on my trees?

A.  These are earned annually at varying rates dependant upon the age cycle of the forest. Therefore it is possible to sell your NZU’s on young forests and earn some income from those and build some up again later to offset on other costs.  If you then cut down your forest and do not replant then you will most likely have a liability to pay at that time.
Even if you don’t wish to sell your NZU’s at this stage it could be worthwhile if you have forestry to register with MAF, set up your ETS account and begin earning and saving your NZU’s for offsetting against other costs that will come in over time.  

Talk with your accountant for advice in this regard.
13.  Q.  We lease out our land, who is responsible for and entitled to NZU’s on our trees?

A.  In all cases ownership and entitlements remains with the land owner.
14. Q.  There are many traders out there already looking to trade NZU’s, how do we pick one who is trustworthy?

A.  Traders within the ETS are being brought under the umbrella of the Financial Disclosures ACT which means that they will have to provide full disclosure on their backgrounds, training, qualifications, and links to trading companies and fees/commissions being earned from their acting on your behalf.

15. Q.  How does all this ETS stuff actually help the environment?

A.  Based on research there is apparently a high level commitment that trade agreements and activities will focus world wide on dealing with countries that are reducing their carbon footprints.  NZ is positioning itself to ensure that we remain a prime trading partner and are doing our part to reduce emissions by using the funds generated by the ETS to research sciences that will assist in reducing our carbon footprint.  The economic measure is seen as an encouragement to spend on the science to implement measures to reduce emissions.

16. Q.  Is there assistance for prone industries to help them with meeting their emissions costs?

A.  Initially some key industries that are considered prone will be assisted by the government (tax-payers) with up to 90% of their emissions responsibility.  This is seen as helping them develop systems while still being economically competitive.  Companies already being involved with this include the Bluff Aluminium Smelter and Fonterra.
17. Q.  Farming comes within the ETS on a voluntary basis in 2011 and compulsory in 2012, costs being charged to farmers in 2013, how is this going to work?

A.  There will be model cost worked out on how much a stock unit (the average dairy cow for example) emits per annum and that will incur a cost payable, which will be multiplied across the number of animals owned.  This model and who will collect this cost/income for the government has not been worked out yet.  Obviously it is in everyone’s interests that this model still leaves the industry viable, profitable and attractive to join.

18. Q.  What if the Kyoto accord falls over in 2012?

A.  It may be softened further and parts delayed a bit longer, but it won’t be removed.  Of the big three nations that are not in Kyoto America is already looking at a system for themselves and China is beginning to work towards reducing their emissions.  It looks as if it is here to stay.

19. Q.  What is the tax on NZU’s.

A.  ETS trading is zero rated for GST.  NZU’s will have the ability to move through your accounts as potentially an asset to an income or if you don’t have NZU’s an expense.  Your accountant is the best person to advise you through this.

20. Q.  Where can I get further information if I would like it?

A.  You may search the FAQ’s section of the government web-site www.climatechange.govt.nz or www.eur.govt.nz under the Ministry for the Environment website.  A copy of the presentation given by Mr. Wayne King of Carbon Market Solutions Ltd is also available on the Cooper Aitken web-site, www.cooperaitken.co.nz/news .
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