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Agricultural emissions pricing recommendations
Key points


The strategy states that emissions should be priced at the farm level,
rather than processor level or a hybrid system. We concur, as that is the
most effective way to drive changes to production methods.



A single measurement tool for pricing emissions will be used for both
short- and long-lived gas emissions, but the two types of gases will be
priced separately.



Incentives will be available for uptake of actions, both technological and
practical, such as using low-methane genetics, or feed additives.



Sequestration of a wide range of plantings will be recognised, including
riparian markets, shelter belts, pole plantings and pre-1990 forests, all of
which will be able to be used to offset methane emission costs.



Revenue from the scheme will be invested in research, development and
extension (advisory) services.



Pricing of emissions has not been finalised, but He Waka Eke Noa have
recommended pricing starts at 11c/kg methane emissions, with this level
of pricing to be held for three years.



The Government now needs to consider these recommendations and will
make a final decision in December 2022.

Contact
Susan Kilsby for more
details.

Confused by acronyms or jargon?
See a glossary here.

What He Waka Eke Noa has recommended
He Waka Eke Noa is the climate action partnership formed by government
and industry to develop a method to price agricultural emissions. The backup
plan was to add agriculture to the Emissions Trading Scheme (ETS), which
would have meant methane pricing would be linked to carbon pricing.
The recommendations released today by He Waka Eke Noa contained few
surprises to those who have been engaged with the process, but will no doubt
be a wakeup call for those who have been less engaged.
The announcements will potentially become the biggest regulatory
disruption to farming since agricultural subsidies were removed in
the 1980s. Cabinet approval is required before these recommendations can
be adopted, with this expected to happen in December.
The scheme is expected to reduce gross methane emissions by 4-5.5% and
gross nitrous oxide emissions by 2.9-3.2%, based on the recommended
pricing levels for the various gases.
Emissions pricing will apply to all farms that carry over 550 stock units, have
more than 50 dairy cattle, 700 pigs, or 50,000 poultry. This criteria is
expected to account for 96% of emissions. Lifestyle blocks, orchards,
vineyards and equine farms will not be expected to report emissions.

How will these recommendations impact my farm business?
Pricing methane emissions will, on average, be an additional cost to farmers.
How individual farms are impacted will depend on the level at which methane
is priced, how efficient farms are, and what mitigations options they have
available.
Methane emission pricing has not been finalised, so this remains an unknown.
The modelling that has been done by He Waka Eke Noa has been based on
assumed prices.
The impact is a reduction in average farm profits by up to 7.2%, but the
impact varies widely across farm systems. In general, the profitability of deer,
sheep and beef operations will be impacted more than dairy farms.
Even if relatively low prices are adopted for methane ($0.11/kg) and longlived gases ($4.25/t CO₂e) there could be a significant impact on profits for
some farmers. Pricing of emissions has not been finalised, but He Waka Eke
Noa have recommended pricing starts at these levels and is held for three
years, as even low emissions prices are expected to impact the profitability of
some farms and will therefore trigger changes in emissions.
He Waka Eke Noa have recommended that the pricing of on-farm
sequestration be linked to the ETS price, but with a discount of 10-25%
applied, to be reviewed in 2028. It has been recommended that indigenous
forest that is eligible for the ETS could be included in this system, but they
need to work out how to avoid double counting. Types of planting that will
count include orchards and vineyards over 0.25ha, scatter forest (over 0.25ha
with at least 15 trees per ha), shelterbelts, and woodlots.
What is clear is that efficient farming systems will be impacted to a lesser
degree than inefficient systems where livestock productivity levels are low
relative to their emissions.
How this impacts individual farming business will depend on:


how productive the farming system currently is;



what management changes can be made to improve incomes relative to
emission costs;



what options can be implemented to increase carbon sequestration; and



what other emission reduction initiatives can be implemented that will be
financially rewarded.

High Tech

Medium Tech

Technology
Assumptions

Table 1. Emissions reductions and impact on average farm profit and production
Modelled emission
reductions excluding
Price of longPrice of
baseline reductions
Price of
lived gasses sequestration
from 2017 %
methane (A)
(B)
(C)

$0.35/kg

$13.80/
tonne
CO2e

$0.17/kg

$13.80/
tonne
CO2e

Impacts on average farm profit
from 2017 %

Impacts on production from
2017 %

CH4

N2O

Dairy

Sheep +
Beef

Hort/
Arable

Dairy (milk)

Sheep +
Beef (meat)

-4.0

-2.9

-5.6

-7.2

0 to -0.5

-1.4

-0.1

-5.5

-3.2

-3.0

-1.2

0 to -0.5

-0.7

0.0

$104/tonne
CO2e
(75% of NZ
ETS carbon
price)
$104/tonne
CO2e
(75% of NZ
ETS carbon
price)

Source: He Waka Eke Noa
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Last updated: 28 February 2022
This document (which may be in the form of text, image, video or audio) is intended for ANZ’s Institutional, Markets and
Private Banking clients. It should not be forwarded, copied or distributed. The opinions and research contained in this
document are (a) not personal advice nor financial advice about any product or service; (b) provided for information only;
and (c) intended to be general in nature and does not take into account your financial situation or goals.
This document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves about and
observe all relevant restrictions.
Disclaimer for all jurisdictions: This document is prepared and distributed in your country/region by either: Australia and New
Zealand Banking Group Limited (ABN11 005 357 522) (ANZ); or its relevant subsidiary or branch (each, an Affiliate), as appropriate or
as set out below.
This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant
website (recipients).
This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by
ANZ to sell, or buy, receive or provide any product or service, or to participate in a particular trading strategy.
Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for
distribution or use by recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or
regulations, or in jurisdictions where ANZ would be subject to additional licensing or registration requirements. Further, the products and
services mentioned in this document may not be available in all countries.
ANZ in no way provides any financial, legal, taxation or investment advice to you in connection with any product or service discussed in
this document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice
having regard to their particular circumstances.
Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ
does not represent or warrant the accuracy or completeness of the information Further, ANZ does not accept any responsibility to inform
you of any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document.
Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis.
Unless specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all
price information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.
ANZ does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in
both profits and losses. Past performance is not necessarily an indicator of future performance. The products and services described in
this document may not be suitable for all investors, and transacting in these products or services may be considered risky.
ANZ expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection
with this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by
any regulatory body or authority in any jurisdiction.
ANZ and its Affiliates may have an interest in the subject matter of this document. They may receive fees from customers for dealing in
the products or services described in this document, and their staff and introducers of business may share in such fees or remuneration
that may be influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further,
they or their customers may have or have had interests or long or short positions in the products or services described in this document,
and may at any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in
such products. This document is published in accordance with ANZ’s policies on conflicts of interest and ANZ maintains appropriate
information barriers to control the flow of information between businesses within it and its Affiliates.
Your ANZ point of contact can assist with any questions about this document including for further information on these disclosures of
interest.
Country/region specific information: Unless stated otherwise, this document is distributed by Australia and New Zealand Banking
Group Limited (ANZ).
Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here
or request from your ANZ point of contact.
Brazil. This document is distributed on a cross border basis and only following request by the recipient.
Brunei, India, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on
a cross-border basis.
Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request. This does
not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the basis of, or
be relied in any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake banking operations
or securities business or similar business, in Cambodia. By requesting financial services from ANZ, you agree, represent and warrant
that you are engaging our services wholly outside of Cambodia and subject to the laws of the contract governing the terms of our
engagement.
Chile. You understand and agree that ANZ Banking Group Limited is not regulated by Chilean Authorities and that the provision of this
document is not subject to any Chilean supervision and is not guaranteed by any regulatory or governmental agency in Chile.
Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice. Fiji
investors must seek licensed professional advice should they wish to make any investment in relation to this document.
Hong Kong. This document is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong
Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate
finance) regulated activities. The contents of this document have not been reviewed by any regulatory authority in Hong Kong.
India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on
it your name and place of printing.
Macau. Click here to read the disclaimer for all jurisdictions in Mandarin. 澳门. 点击此处阅读所有司法管辖区的免责声明的中文版。
Myanmar. This document is intended to be general and part of ANZ’s customer service and marketing activities when implementing its
functions as a licensed bank. This document is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).
New Zealand. This material is for information purposes only and is not financial advice about any product or service. We recommend
seeking financial advice about your financial situation and goals before acquiring or disposing of (or not acquiring or disposing of) a
financial product.
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Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business or
provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman or Oman’s Capital Market
Authority. The information contained in this document is for discussion purposes only and neither constitutes an offer of securities in Oman
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People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China)
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applicable laws and regulations. If and when the material accompanying this document relates to the products and/or services of ANZ
China, the following statement and the text below is applicable: This document is distributed by ANZ China in the Mainland of the PRC.
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de Lima, BVL) or under the Peruvian Securities Market Law (Legislative Decree 6 861), and will not be subject to Peruvian laws applicable
to public offerings in Peru. To the extent this information refers to any securities or interests, it should be noted the securities or interests
may not be offered or sold in Peru, except if (i) such securities or interests were previously registered with the Peruvian Superintendency
of the Securities Market, or (ii) such offering is considered a private offering in Peru under the securities laws and regulation of Peru.
Qatar. This document has not been, and will not be:
• lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority,
QFC Regulatory Authority or any other authority in the State of Qatar (Qatar); or
• authorised or licensed for distribution in Qatar, and the information contained in this document does not, and is not intended to,
constitute a public offer or other invitation in respect of securities in Qatar or the QFC.
The financial products or services described in this document have not been, and will not be:
• registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or
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United Arab Emirates (UAE). This document is distributed in the UAE or the Dubai International Financial Centre (DIFC) (as applicable)
by ANZ. This document does not, and is not intended to constitute: (a) an offer of securities anywhere in the UAE; (b) the carrying on or
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Bank of the UAE, the Emirates Securities and Commodities Authority or the UAE Ministry of Economy; (c) an offer of securities within the
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