
ALLOCATION OF UNITS

The recent Amendment Act, passed late last year, made
several changes to how the fishing industry will be affected
by the ETS, including with respect to free allocations of
New Zealand Units (NZUs).

NZUs must be surrendered by participants in the ETS to
offset emissions they produce. Fuel suppliers, as
participants in the ETS, will be required to buy emission
units to cover the emissions they are responsible for from
1 July 2010. The Government has allocated free units to
various sectors, but units are not allocated to fuel suppliers
because they can pass on the costs of the scheme to their
customers, which limits the impact on their profits. These
customers include the fishing industry.

To try and minimise the impact on the fishing sector, it
will receive a free allocation of units during the transition
phase (July 2010 to December 2012) for the fossil fuel
industry. As the fishing sector is not a participant in the
ETS there is no requirement for these allocated units to
be surrendered to match emissions. Therefore, these
units are available to be sold and the profit used to counter
the increase in the cost of fuel.

Who initially gets allocated these units was a controversial
aspect of the Amendment Act: quota or vessel owners?
A submission by the NZ Federation of Commercial
Fisherman Inc sought that vessel owners should receive
any benefits as the emissions are caused by their vessels
and they are the ones paying higher fuel costs. The
submission noted there is no guarantee provided or
assumption that encourages quota owners to transfer
any government assistance to fishermen.

In the end, rather than registered fishing vessel operators
obtaining the free NZUs as was the case pre amendment,
the Government allocated the units to quota owners,
apparently because the owners of the assets whose value
is being impacted should receive compensation - and
also to avoid units being allocated to foreign fishing
vessels. The Amendment Act contains a formula that sets
out the basis on which allocation will be made to each
quota owner. Essentially, quota owners will receive a free
allocation in proportion to the amount of quota weight
equivalent that they own.

The Amendment Act increases the total number of units

that will be made available to the fishing industry from
50% of 2005 emission levels for three years to 90% of
2005 emission levels for two and a half years (i.e. the
transmission phase). The Ministry of Fisheries has
estimated that fisheries fuel consumption in 2005 was
216 million litres, which equates to an allocation of
700,000 NZUs.

The Act specifies that a fishing allocation plan must be
prepared by the Ministry for the Environment to provide
for this allocation. This has been simplified for the fishing
sector through the inclusion of a specific number (700,000
NZUs) in the legislation and the inclusion of a formula for
determining the allocation. A draft fishing allocation plan
is proposed to be released for public consultation in the
first half of 2010. The level of detail already specified in
the legislation means the consultation will focus on matters
such as the type of information that must be provided
when an application is made for a share of the allocation.

THE FUEL ISSUE

In the fishing industry, all fuel sold to fishing vessels in
New Zealand, irrespective of where they fish, will include
the increased costs of the Emissions Trading Scheme.
However, some vessels may fish in New Zealand waters
using fuel that is purchased outside New Zealand and
thus not including any carbon costs.  To rectify this issue,
the ETS sets up a process to consider the potential
inclusion of two sources of fuel that are otherwise excluded
from the scheme:

• Fuel used by international cargo carriers on domestic
legs where domestic cargo is carried;

• Fuel used while fishing in the exclusive economic zone
but where the fuel was not purchased in New Zealand.

This will mean some international carriers and some
fishing vessel owners will become participants in the ETS
in addition to fuel suppliers.

In our experience, many companies are struggling to fully
understand the Emissions Trading Scheme. Increasing
regulation is leaving operators perplexed and sometimes
ill-prepared, but the timeframes are nearing for more and
more sectors of the economy to come within the ETS.
Contact our specialist Climate Change group to see what
it all means.

This newsletter provides general information and
is not intended to be comprehensive or a substitute
for legal advice. Legal advice should be sought
before applying it to particular circumstances. Whilst
care has been taken in the preparation of this
newsletter, no liability is accepted for any errors.
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Liquid fossil fuels become part of the New Zealand Emissions Trading Scheme

on 1 July 2010, and the fishing industry, as a large consumer of liquid fossil

fuels, will be affected. The ETS will be costed into the New Zealand economy,

and while fishing vessel operators will not need to directly trade in carbon,

fuel companies will be liable and will pass the cost on in the fuel bill.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ([Based on '[Press Quality]'] Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks true
      /AddColorBars true
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        8.503940
        8.503940
        8.503940
        8.503940
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


