














Emission Critical

Concluding comments

The introduction of the ETS represents the most significant change in environmental management ever legislated for
in New Zealand. While the number of businesses immediately implicated is relatively small (outside of the forestry
sector) the impact will be felt economy-wide. Furthermore, the impact of the Scheme will almost certainly deepen,
as international negotiations are underway in pursuit of more ambitious emission reductions than those implied by
the first commitment period.

The timing of that greater impact is uncertain but governments will be under strong pressure to make interim progress in time for

new targets and commitments to be entered for the post-2012 period. Deeper emissions cuts will strengthen the business case for
investments designed to lower the emissions intensity of production. A more strongly incentivised environment is also likely to be one in
which the case for opting into the ETS grows. And even if businesses find it easier simply to pay the cost of carbon through their energy
bills, thereby avoiding the need to engage directly in the ETS, the case for managing carbon will become overwhelming.

The most immediate source of uncertainty is political. The National Party has indicated that it will not be bound by legislation being
passed so late in the parliamentary session and has promised, if elected, to re-open the scheme for further consideration. However, it
has also said that it would enact any changes it considers necessary within nine months of the election which make it unlikely that the
overall structure of the scheme would be changed (although the treatment of individual sectors might be).

Whatever the outcome of New Zealand’s short-term political debate, it is clear that the momentum to reduce GHG emissions is
continuing to build, and that businesses and households will have to pay increasing attention to the efficiency with which they use fossil
fuels in particular.

The ETS, and any foreseeable variant of it, will impose significant costs and obligations on business. These need to be understood

in detail if they are to be effectively managed. Businesses that are required to participate in the ETS have no option but to prepare
themselves. But the change in mindset the ETS heralds makes it certain that a much larger number of enterprises will need to start to
manage their carbon emissions.
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