
Incentives to invest in forestry to earn 
NZUs, as opposed to purchasing them at 
auction, have increased

● The price floor will underwrite part of the return 
for forestry

● Forestry policy changes work to mitigate financial 
risks of forestry investing 

● Incentives for planting pine over natives have 
increased (in part due to higher rates of 
sequestration)

There will be increased financial 
incentive to decrease operational 
emissions 

● The least cost way to address emissions may 
become to emit less in the first place

● NZU price trajectory is only set to increase
● Future emissions budgets are likely to get tighter as 

New Zealand moves towards its net zero 2050 goal

PwC’s ‘Quick Guide’ to proposed 
ETS reform

All content the property of PwC. This should not be construed as PwC advice.

1Provisional emissions budget and ‘unit cap’ 2 Emissions pricing controls 3 Forestry policy changes3

 160 million 

Annabell Chartres
Sustainability & Climate Change 
Leader
annabell.l.chartres@pwc.com

Melanie Craxton
Associate Director, Sustainability & 
Climate Change
melanie.j.craxton@pwc.com

$502

$202

$35

Trigger price for additional NZUs to be 
released for auction from a cost 
containment reserve

Temporary Fixed Price Option (FPO) 
available for covering calendar year 2020 
emissions 

What changes are coming?

What does this mean for my business?

When will this happen?

354 million

194 million 
Budgeted to be emitted outside of the ETS (mostly 
Agriculture)

To be covered by the ETS
The ‘unit cap’

To come from existing stockpiles 
of NZUs

To be distributed as industrial 
allocation
To be auctioned

 Established price floor 

27m

43m

90m

194m

Total provisional emissions budget 
for New Zealand, 2021-2025 (tonnes 
carbon dioxide equivalent, CO2-e) 
across all sectors1

June 2020

Unit cap and pricing regulations 
announced. Provisional budget set.

Mar 2021

Government-run auctioning 
expected to start

Jan 2023

Forestry policy 
changes enacted

Average accounting for post 
1989 forests

May 2021

Expected expiration date for the 
$35 FPO option

July 2021

CCC provides recommendations for 1st three 
emissions budgets (through 2035)

New permanent forestry 
activity 

Suspension of liabilities 
after an adverse event (e.g. 
fire)

Allowance for some 
participants to offset 
deforestation liability by 
planting elsewhere

Improvements to pre-1990 
forest land offsetting

2. Both floor and trigger price will increase by 2% per 
annum (in line with forecast inflation)

1. To be 
updated 
following 
Climate 
Change 
Commission 
(CCC) advice 
due 31 
December 
2021

3. Implementation has been 
deferred by one year (2022 
to 2023) due to COVID-19

Dec 2021

Provisional budget superseded by first 
emissions budget (2022-2025)

The cost of meeting emissions surrender 
obligations is very likely to increase

● Budget volume is 14 million tonnes less than expected 
demand for NZUs. This supply constraint will cause 
upward pressure on NZU prices.

● Depletion of existing NZU stockpiles is not guaranteed. 
This supply-side risk may lead to even greater upward 
price pressure.

● The option to purchase NZUs at a fixed price will 
disappear for emissions in calendar year 2021 and beyond 

Shifting incentives may encourage 
land-use change towards forestry

● Businesses reliant on current land use may 
face supply issues if significant land-use shifts 
occur

● Incentives will increase over time, particularly 
with the introduction of average accounting 


