
Impact Summary: NZ ETS regulation updates 2018 – Global warming potential for R-448A 
Section 1: General information

	Purpose

	The Ministry for the Environment is solely responsible for the analysis and advice set out in this Regulatory Impact Statement.  This analysis and advice has been produced for the purpose of informing final decisions to proceed with a policy change to be taken by Cabinet.

	Key Limitations or Constraints on Analysis

	There are no limitations or constraints on the analysis in this summary.

	Responsible Manager (signature and date):

	Mark Storey
Manager, Climate Change Policy
Ministry for the Environment


Section 2:  Problem definition and objectives
	2.1   What is the policy problem or opportunity? 

	The Climate Change (Stationary Energy and Industrial Processes) Regulations 2009 (SEIP regulations) were amended in 2017 to help participants calculate emissions from importing the synthetic greenhouse gas (SGG) blends R-448A and R-449A. Those amendments will be used by importers to calculate emissions for imports over the 2018 calendar year when they report early in 2019.

These chemicals are relatively new blend of SGGs, intended as replacements for SGGs with higher global warming potential (GWP) figures.
 For example, R-448A is a ‘drop-in’ replacement for the large quantities of R-404A (GWP of 3920) used in supermarkets.

R-448A is a blend of the chemicals R32, R125, R134A, R1234yf and R1234ze(E). Each of those components has a different GWP and the aggregate GWP value for R-448A is the weighted average.

New Zealand reports emissions of R-448A in the Inventory using the GWP figures prescribed by the Intergovernmental Panel on Climate Change (IPCC) in its guidance materials.
 

The 2017 amendment to Table 2 in Schedule 2A provided an aggregate GWP value for R-448A of 1273 as well as information on the proportions of the component chemicals.
 This data was sourced from manufacturer information.

Although the R-448A compositional information in the SEIP regulations is correct, the aggregate GWP value is lower than is used in the Inventory, as follows:
· National greenhouse gas inventory: R-448A GWP is 1387

· Manufacturer (and current SEIP regulations): R-448A GWP is 1273

The reason for this difference is that the Inventory uses guidance on GWPs from IPCC guidance materials published in 2006 while the manufacturer uses more recent information.


	2.2    Who is affected and how? 

	An importer that uses the current aggregate GWP value in the SEIP Regulations will report different a different amount of emissions to that reported in the Inventory. This will have fiscal impacts for government, because it is a misalignment between international commitments and NZ ETS obligations. The size of that impact will depend on the quantity of R-448A imported each year. Essentially, the importer is under-reporting emissions compared to the Inventory. 


	2.3   Are there any constraints on the scope for decision making? 

	There are no constraints on decision making scope or any interdependencies.


Section 3:  Options identification
	3.1   What options have been considered? 

	The only option considered is to correct the GWP figure for R-448A in the SEIP regulations so it is the same as used in the national greenhouse gas inventory. This address the fiscal risk from differing GWP figures used in the NZ ETS and in the Inventory. This will also improve the accuracy of the NZ ETS and be consistent with the methodologies used to calculate the NZ ETS obligations of importers of other SGGs.

Importers of R-448A will not face increased NZ ETS costs from this correction. Up to the end of 2017, importers have used compositional look-up tables to calculate an aggregate GWP value. This calculated aggregate GWP figure is the same as used in the Inventory. The incorrect aggregate GWP figure can only be used for imports from the start of the 2018 calendar year, as that was when the regulation amendment came into force. By backdating the proposed change to the start of 2018, importers will continue to use the correct GWP figure. No new costs are imposed.


	3.2   Which of these options is the proposed approach?  

	The proposal is to bring the R-448A GWP figure stated in the SEIP regulations into line with what New Zealand uses in the national greenhouse gas inventory.


Section 4:  Impact Analysis (Proposed approach)
	4.1   Summary table of costs and benefits


	Affected parties Importers of R-448A
	Comment: nature of cost or benefit (eg ongoing, one-off), evidence and assumption (eg compliance rates), risks
	Impact

$m present value,  for monetised impacts; high, medium or low for non-monetised impacts  

	

	Additional costs of proposed approach, compared to taking no action

	Regulated parties
	
	Nil

	Regulators
	
	Nil

	Wider government
	
	Nil

	Other parties 
	
	Nil

	Total Monetised Cost
	
	Nil

	Non-monetised costs 
	
	Nil


	Expected benefits of proposed approach, compared to taking no action

	Regulated parties
	
	Nil

	Regulators
	
	Nil

	Wider government
	
	Nil

	Other parties 
	
	Nil

	Total Monetised  Benefit
	
	Nil

	Non-monetised benefits
	
	Nil


	4.2   What other impacts is this approach likely to have?

	This approach has no other impacts.


Section 5:  Stakeholder views 
	5.1   What do stakeholders think about the problem and the proposed solution? 

	Public consultation on the issue and option was performed over May to June 2018. No submissions were received on the issue or proposal, despite the EPA contacting all known importers of R-448A. It was an importer to raise the issue to the attention of regulators early in 2018 and that importer is known to be supportive of the proposal.


Section 6:  Implementation and operation 
	6.1   How will the new arrangements be given effect?

	There are not expected to be any difficulties with implementing the proposal. To ensure the incorrect figure is not used for under-reporting emissions for activities over 2018, the amendment is proposed to come into effect retrospectively from 1 January 2018.


Section 7:  Monitoring, evaluation and review
	7.1   How will the impact of the new arrangements be monitored?

	No monitoring of impacts is planned.


	7.2   When and how will the new arrangements be reviewed? 

	Any further updates to the GWPs prescribed for greenhouse gases in the SEIP regulations will occur only after internationally accepted revisions are published by the IPCC, as those changes will then be reflected in the national greenhouse gas inventory.



� Greenhouse gases vary in their radiative activity and atmospheric residence time. This means that greenhouse gases have different GWPs. To enable a meaningful comparison between gases, GHG emissions are commonly expressed as carbon dioxide equivalent (which has a GWP of 1). For example, one tonne of R-404A is equivalent to 3920 tonnes of CO2.


� The Inter-governmental Panel on Climate Change is an international body that advises governments on scientific matters related to climate change. 


� � HYPERLINK "http://www.legislation.govt.nz/regulation/public/2009/0285/latest/DLM3514634.html" �http://www.legislation.govt.nz/regulation/public/2009/0285/latest/DLM3514634.html�.
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