Reference: 20200349

4 November 2020

s9(2)(a)

Dear $9(2)(@)

TE TAI OHANGA
THE TREASURY

Thank you for your Official Information Act request, received on 6 October 2020. You

requested the following:

Can you please provide me with a copy of Treasury's advice to the Government
on its proposed Essential Freshwater Reforms which were implemented earlier

this year.

Information being released

Please find enclosed the following documents:

Item | Date Document Description Decision
1. | 13 March 2020 Aide Memoire: Sustainable Land Use Release in part
Ministers’ Meeting
2. | 24 April 2020 Ministerial Consultation Briefing: Action for | Release in full
Healthy Waterways
3. | 8 May 2020 DEV Briefing: Action for Healthy Release in part
Waterways

| have decided to release the relevant parts of the documents listed above, subject to
information being withheld under one or more of the following sections of the Official
Information Act, as applicable:

advice still under consideration, section 9(2)(f)(iv) — to maintain the current
constitutional conventions protecting the confidentiality of advice tendered by
Ministers and officials, and

direct dial phone numbers of officials, under section 9(2)(k) — to prevent the
disclosure of information for improper gain or improper advantage.

1 The Terrace
PO Box 3724
Wellington 6140
New Zealand

tel. +64-4-472-2733

https://treasury.govt.nz



Direct dial phone numbers of officials have been redacted under section 9(2)(k) in
order to reduce the possibility of staff being exposed to phishing and other scams. This
is because information released under the OIA may end up in the public domain, for
example, on websites including Treasury’s website.

In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.

Please note that this letter (with your personal details removed) and enclosed
documents may be published on the Treasury website.

This reply addresses the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

Gwen Rashbrooke
Manager, Natural Resources



OIA 20200349
Information for Release

3.

Aide Memoire - Sustainable Land Use Ministers’ Meeting

Ministerial Consultation Briefing - Action for Healthy Waterways

DEV Briefing - Action for Healthy Waterways
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A w»
TE TAI OHANGA
THE TREASURY

Reference:  T2020/638  SH-10-0 (Environment)

Date: 13 March 2020

To: Minister of Finance (Hon Grant Robertson) &
/. 7
~ 2/
Y%

Deadline: 16 March 2020

Aide Memoire: Sustainable Land

Sustainable Land Use Ministers will be e/'tl'k |
the proposals for Essential Fresh Water J
Consultation on an 8 April DEV paper. V ticipatethat a key focus of the meeting

will be for Ministers to become famili V%%the ele rﬁfg{fhe policy package where
Ministers Parker and O’Connor a@a 9 : %

This aide memoire is inte @provide you wit “";ap update on the EFW reform
package (based on the d 6 ee 'ing mat,é’f' 3 and proposes questions that could be
posed to the lead Mmgs}e nce wo s@m }lnderway on the policy options and
resulting impact analysis; we will pr ou with a separate briefing to support
Ministerial Consu (agpft\/

Recent Devs

Overre s since th

a
=

mpletion of the public consultation process:

o M or the n/vm ent (MfE) and Ministry for Primary Industries (MPI)
officials have be: orking together to review policy proposals that can best
u \port the é@am ent to achieve its objectives in light of the feedback
ials' from these two agencies are aligned in policy proposals

received, ‘Offic
aroun .@p rity of the policy reforms within the proposed package
p

o Th dent Advisory Panel (IAP) which was tasked with reviewing
gons jon feedback, has generally taken positions that moderated the
\ rhpbsfals in the original consultation document to have less likely economic
impa&/ less national regulation / more flexibility for councils overall.

en

o There has been an extensive programme of impact analysis modelling
undertaken by MfE and MPI to fill gaps in the information available when the
EFW consultation paper was released in August. The Treasury has been
engaged in this process and will peer review the Computable General Equilibrium
(CGE) modelling when it is available early next week.

Treasury:4254724v1 IN-CONFIDENCE 1
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Impact analysis

The impact analysis is still ongoing and the material being presented to SLU Ministers
is based on preliminary results that still require validation through external peer review
over the coming weeks. The modelling of the overall economic impact and impacts on
Maori were not available in time to inform the materials being circulated. Elements of

the analysis are now also being re-run to reflect potential policy,changes arisin m
the consultation, independent advice and the initial outputs impact? Ne

\

N\
The modelling is helpful to give a sense of the potenti itude of i acIsngltﬁough
at this stage it would be unhelpful to get too fixed on ecific numbers presented.

A key element of the analysis has been to distinguish between the er:t\séf: the
costs and benefits of implementing current poli @eﬁings (rules t ate place but
not yet implemented), and the cost and ben the EFW reforms.. This provides a
view of both the total cost of change for a

keholdes LQ\@‘ the implementation

when changes required

period) and the marginal impact that the \\e rms wi

by existing policies are taken into accoun : o~

) For example, most of the yt é/Nitrogen (N) bottom line
proposed in the EFW refor! ough implementation of the
2017 National Policy Statement — Freshwat 7 NPS). Based on the

ml’tt ations (eg, fencing, changes in

modelling, this would‘require both on-far
delling, thi Idrequire both on-farm
i nd use change (ie, afforestation).

fertilizer usage) and.a significant aerOUQ\t\

e  There is howeversome materia \k}jél/\}/ariation, particularly in Canterbury
which would \b\é\ar?f{ﬁ& of the to ional cost of compliance with the N bottom
line in the E@\Qﬁrei ms. .

ng with agencie their consultants has been to develop a strong
erstand the cost impacts of the proposals. We have less visibility of

benefits identifie hich are undoubtedly more difficult to quantify and
he margi Ih@ﬁb@é\fof the EFW reforms.
N
itigation
N\

Timing of Decisio %g There is a risk that by making decisions prior to completing
the impact |: alysis, Ministers could adopt a sub-optimal policy direction on the basis of

incomplete or contestable information. While the process has been under substantial
time p(e;s\ lot of additional work can be completed before Cabinet is set to
conside@h‘g)reforms on 20 April. This risk can be mitigated if Ministers are open to
revisiting decisions should new information arise. At this juncture, the Treasury has not
adopted a formal position on the reform package, given the fluid nature of the policy
process and the resulting uncertainty around the impacts.

Maori Engagement: Maori groups expressed serious reservations about the EFW
reform engagement processes in response to the public consultation:

o Maori groups believe that the process has not been conducted in good faith, and
has not involved them in their rightful status as a Treaty Partner and as co-
governors of particular rivers resulting from deeds of settlement.

Treasury:4254724v1 IN-CONFIDENCE 2



ltem 1
Page 3 of 6

IN-CONFIDENCE

. The New Zealand Maori Council has questioned whether EFW reforms are
consistent with the Treaty of Waitangi and Maori rights and interests in
freshwater. They have established a national taskforce on water and a case is
being taken to the High Court to test the ownership of water.

o Formal analysis on the socio-economic impact of the EFW reforms on Maori is
not yet available, it is due to be delivered on 20" March.

hat is nk@y&

to the syé@sé/ of

Maori engagement is considered a key risk at present but
escalate in future, as good relationships with Maori/lwi
emerging water allocation policy development.

Stakeholder re-engagement: The impact analysi
time pressure by officials, supported by cons
has not been an opportunity to re-engage wi
Government NZ, etc.) who had raised si in'the process, on how
the impact modelling has been approa e emerged. Re-
engagement by officials with key stakeh impact analysis could
help to inform their understandin

confidence in the approaches taéér\

N
has been devel &\sg}egr significant
tsand exped@%fi wers. There
keholders (Dair

NZ, Local

Outstanding decisions Q\

For the most part officials ‘have been able{tm@s e issues of contention within the
. . /" N . \ ) . .
package, resulting in‘son mﬁcanti; s from the proposals in the consultation

document. The m iQWét}Jnding decision is the inclusion of the Dissolved Inorganic
Nitrogen (DIN) bottom line. DIN is the m
reforms, the i [ its
s9(2)((iv)

ajor remaining driver of cost in the EFW

Pr 8@estion%&ad Ministers
o he /2017 Fré/sﬁ’;/ya NPS, once implemented, will achieve significant changes
and deliver si njfigént improvements to water quality. Given this, can Ministers

inal environmental benefits of the EFW package and whether
weigh the additional compliance costs?

° $m impacts are focused in a few regions, what are the opportunities to
adet a more flexible transition approach that target support to affected Councils
and farmers in those regions?

o How are the concerns raised by Maori/lwi about the Crown’s obligations as a
Treaty Partner and under existing deeds of settlement being addressed?

o How do lead Ministers intend to engage with key stakeholders to socialize the
impact analysis?

Davin Hall, Principal Advisor, Natural Resources, $9(2)(K)
Gwen Rashbrooke, Manager, Natural Resources, s9(2(K)

Treasury:4254724v1 IN-CONFIDENCE 3
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Title of paper ACTION FOR HEALTHY WATERWAYS — DECISIONS ON NATIONAL DIRECTION AND
REGULATIONS FOR FRESHWATER MANAGEMENT

Minister and Minister for the Environment, The Ministry for the Environment (MfE) and Minister

agency of Agriculture, The Ministry for Primary Industries (MPI)

Description The paper seeks agreement to aspects of the Action for Healthy Waterways
package which includes regulation to stop th ion of N/eyw ealand’s
freshwater and return it to a healthy state withi eneration! ( <\

Comments Timeframes and competing priorities h E/ Treasur\ﬁl S a}nllty/to review the
analysis. Therefore, we have assesse s based on {ﬁodelllng of
costs and beneflts rather than the e{alls of the mode ing proeess itself. The

N
Overvi . fj\ %\\f//
verview and total impa ‘
een signifi : e to the impacts of COVID-19 and
stakeholder feedb S ntly reduced costs for Iocal
authorities and

proposals). The m rf;y of costs e een deferred beyond 2023 to account
for COVID- eT&ted econom ‘uption expected in the near future. This has
hilst mam air majorlty of the environmental benefits

a net beneflt to New Zealand of $261m per annum over
sts will fall on the primary sector. Costs to farmers of
""backage are projected to be a $113.9m reduction in farm
rofits per annum pared to $11,338m Agriculture sector GDP per annum.
>MfE/IVIPI indicates this reduction in expected output in the Agriculture
sector i/%%pe ed to have an impact on aggregate GDP in New Zealand of <0.1%.

Tfmmg impacts
I\aw% costs and providing certainty on the full package of reforms is valuable for

z%grlculture sector. The deferral of costs will enable the agriculture sector to
%et er contribute to the economic recovery after COVID-19 whilst helping land

whners to make informed decisions on their future and plan any land use change
or on-farm mitigations. The majority of costs will now be delayed until after 2023
primarily as a result of the delayed National Policy Statement for Freshwater
Management (NPS-FM) implementation.

Regional distribution of impacts

Costs are not shared equally across regions, and costs will be concentrated (for
farmers and councils) in Canterbury, Otago, Southland and Waikato. The most
recent version of NZIER modelling projects the largest percentage decreases in
regional GDP will be 0.34% in Southland and 0.2% in Canterbury by 2050 on top of
the significant percentage decreases assumed to become compliant with the
current 2017 NPS. In order to reduce nitrogen pollution, some land use change
from dairy to other uses is expected, and almost all of this change is accounted for
by Canterbury and Waikato. The socio-economic effects specific to these regions

Treasury:4079208v1
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have not been addressed in detail but alternative employment opportunities may
be compromised by COVID-19 related economic disruption.

Regulatory Impact Assessment
A review panel with representatives from Treasury’s Regulatory Quality Team, MfE
and MPI has reviewed the Regulatory Impact Analysis and considers the overall
package “partially meets” the quality assurance criteria. The “partially meets”
analysis is
generally sound, based on relevant available data and the case}or{h has
been made.

\

Adaptive management of the implem n process can h%ﬁ;feél with
uncertainty, support the capacity 'Igey actofs and pr t concentrated

ity of the package, the
governance arrangements ne e -arefully de/s,L hg ‘ensure adaptive
implementation and linkages wit er reIatg@Lg\o\(e nment programmes.

Consulting
Minister’s due
date

Wednesday 29 April

Cabinet or TBC B

Cabine.t %5/‘ N

Committee N NN

Fiscal There ar H@eqt fiscal impéz\%éf\:chls package. However, the majority of costs
implications fall on ions, partycu‘raay terbury, Otago, Southland and Waikato.

Targ/té ort may .- . \dpo;ed for these regions to prevent compounding

chQ/:Onomlc effe d subsequent indirect costs. Clarification of how this
{a@a@ interact ng Sustainable Land Use (SLU) bids and those put
rd for th ).response and recovery fund would be desirable, and this is
ded in th:ﬁ%mendations section below.

e reco d you provide the following feedback to the Minister for
Enwroraf’nent Minister of Agriculture:
X‘\\a’ y/s required on the extent to which SLU budget bids and support is
/%} uired” or “desirable” in order to support the proposals. Linkages
<\b tween the regulations in this paper and SLU budget bids should be

% "/detailed
Costs fall disproportionately on a small number of regions (notably,

Canterbury, Waikato, Otago and Southland). Are ministers considering
targeted support to mitigate impacts in the most-affected regions, and if
so, how?

Treasury:4079208v1
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Paper Title: Action for Healthy Waterways — Decisions on national direction and
regulations for freshwater management
Hon David Parker, Minister for the Environment

Hon Damien O’Connor, Minister of Agriculture

Treasury contact: Hamish Clifton S9(2)(K)
Sign out contact: Gwen Rashbrooke $9(2)(k)

Description: The paper seeks agreement to aspects of the Action for Healthy Waterways package which
includes regulation to stop the degradation of New Zealand’s freshwater and return it to a healthy state

within a generation.

Comments

Fiscal |mp|.cz\r/\% |

easury
Recommendation

At the time of writing this briefing, the
Treasury has had limited time to review
the lodged version of the Cabinet paper.
Timeframes and competing priorities have
affected Treasury’s ability to review the
analysis. Therefore, we have assessed
outcomes based on the Ministry for the
Environment’s (MfE) modelled costs and
benefits rather than the details of the
modelling process itself.

Since public consultation, the proposals i
this paper have been significantly refined
due to the impacts of COVID 19 an \\

costs have been deferred (beyon;i/ko23
The paper indicates a et\kﬁwef}zto New
ver 30
three key
project

annum compare 11 ,338
sector G r annum. Th
indicates that.the packae\|s\expe ed to

reduce aggregate GDP
by <0.1%. However,
will disproportion
sectors in Cantel
and Walkato,/( \

Progressing Wﬂ;\h‘tbe package now
provides certainty for farmers, landowners
and local authorities. Delaying action will
lead to greater costs of mitigating
freshwater degradation in future.

pact the primary
, Otago, Southland

The paper references that furth rfundlng \
tive \\

will be “critical” to e
implementation, partic ils ahdv

Maori implem é@‘ion support.
s9(2)(N(iv)

oposals could be made to work within a
e of funding options to manage
implementation, as it is uncertain whether
new funding will be provided.

Any new implementation funding required
will be in addition to leveraging existing
sources of funding to support the package
which includes the Productive and
Sustainable Land Use package in Budget
2019.

Alongside the national direction and
regulation outlined in this paper, the
Government is also considering
complementary investments aimed at
improving water quality and generating
employment. This includes funding in the
current COVID Response and Recovery
Fund package and potential funding from
the Provincial Growth Fund.

\Suy‘)ort

>
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