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Introduction
Having ratified the Kyoto Protocol in

D ecemb er 20 0 2, the New  Z ealand

Government created policies to achieve its

target of reduced GHG emissions. O ne of

the policies is the programme for Projects to

R ed uce E missions, w here tradab le emission

units are aw arded to projects that fulfil the

policy requirements.

T he New  Z ealand Projects M echanism

policy is intended to provide b usinesses

w ith an incentive to develop marginal

projects to reduce GHG emissions.

T o b e eligib le for these emission units a

project must prove that it w ould not have

occurred unless it received these units, i.e.

it is economically additional. T he project

w ould also have to show , i.e. it is

environmentally additional, that is the

project reduces emissions b eyond the level

w here no project incentives w ere availab le.

T he aw arded emission units are tradab le on

the international market.

Background
T he New  Z ealand Projects M echanism could

b e seen as the J I projects mechanism. T his

policy has tw o clear ob jectives, w hich are:

1) Projects must contrib ute to the New

Z ealand Government’s target of an

additional 3 0  Petajoules of consumer

energy from renew ab le resources b y

20 12; and

2) Projects must contrib ute to the

achievement of New  Z ealand’s Kyoto

Protocol commitments w hile reducing its

GHG emissions.

T he Projects M echanism is one of three

‘Price B ased M easure’ Kyoto policies that

the New  Z ealand Government has

introduced, the other tw o b eing:

• An E missions C harg e (or ‘carb on tax ’) to

b e introduced from 20 0 7 .

• N eg otiated  G reenhouse A g reements

(NGAs), to prevent the risk of economic

production ‘leaking from New  Z ealand.

How does the New Zealand
Projects M echanism work?
T he New  Z ealand Projects M echanism,

announced in April 20 0 3 , provides

incentives through the aw ard of tradab le

Kyoto Protocol emissions units, commonly

called ‘carb on credits’, in return for the

emission reductions the project achieves.

T o b e eligib le for the emissions units,

projects have to:

• achieve a minimum reduction in

emissions of 10 ,0 0 0  tonnes of C O
2
- eq.

during 20 0 8 -20 12;

• b e additional to ‘b usiness as usual’ i.e.

they have to b e economically

ad d d itional;

• achieve reductions in emissions that

w ould not occur w ithout the project –

i.e. they are environmentally  ad d itional;

• achieve reductions equal to or greater

than the numb er of emission units

requested; and

• b e implemented in New  Z ealand.

In D ecemb er 20 0 3 , 15  projects w ere

aw arded emissions units in the first tender

round. T he b reakdow n of these projects b y

type is show n in F igure 1 b elow :

In the agreement, the C row n effectively

agrees to:

“ purchase emission ab atement in ex chang e

for the promise to transfer a C row n asset

(units) at reg ular intervals d uring  the 1 st

K y oto C ommitment Period  (C P1  i.e. 2 0 0 8 -

1 2 ) follow ing  d elivery  of the ab atement.“

A Project C ompany w ill b e ab le to sell the

rights to the ex pected emission reduction

units prior to the commitment period.

T rading of Kyoto compliant units is

developing rapidly. A recent ex ample of

trading aw arded emission units is M eridian

E nergy w ho successfully tendered their T e

Apiti w ind farm emission units to the

Netherlands Government through its 3 rd

E missions R eductions U nit Procurement

T ender (E R U PT )1. T he introduction of the

E U  E missions T rading S ystem (E U - E T S )

from 20 0 5  w ould provide a large and

active market for potential sale of New

Z ealand E R U s if the projects fulfil the J I

requirements of the investing country.

T he New  Z ealand Projects M echanism

model is fundamentally a J I mechanism

and it could b e readily adapted for use b y

all Annex  B  countries, and thus provide an

incentive for emissions reduction projects.

Although the most ob vious candidates are

those w ith surplus units availab le, the

policy could also b e applied in other

Annex  B  countries as a means to low er

their GHG emissions.

Conclusion
T he New  Z ealand Projects M echanism is a

w orking ex ample of a government- led

climate change policy that is structured to

take advantage of the Kyoto Protocol

flex ib ility mechanism of J I.

T hrough b ilateral agreements the

marketab ility and value achieved b y

projects is likely to b e enhanced. T his w ill

assist in countering concerns over the low

numb er of credits traded to date and the

high transaction costs relative to the

numb er of credits generated b y the

typically small scale New  Z ealand projects.

F or other countries looking to reduce their

long- term emissions, the New  Z ealand

ex perience provides a sound starting point

from w hich to develop a similar policy.

For further information, please visit the

w eb site http://w w w .crl.co.nz /

The New Zealand (JI) Projects M echanism
B

y
 S

tu
a
rt

 F
ra

ze
r 

a
n

d
 K

e
rs

ti
n

 L
in

d
st

ro
m

 F
ra

ze
r*

, 
a
n

d
 J

o
h

n
 K

e
ss

e
ls

*
*

New Zealand has a population of around 4 million people and is
approximately the size of Great Britain. Although New Zealand is a small
player in the global economy, it relies on an environmentally friendly
image to sell its commodity products and attract tourists. Therefore, the
issue of climate change is taken seriously.

T he New  Z ealand Projects M echanism’s

second tender round closed on 15  O ctob er

20 0 4 . T he tender process w as largely the

same as in the 20 0 3  round. T he successful

project company enters into a contract w ith

the New  Z ealand C row n.


