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MEDIA BRIEFING 

Fuel Tax Protest NZ Calls for Full Removal of ETS Surrender Obligation on Liquid Fossil 
Fuels 

Pass-Through Cost Worsens Cost-of-Living Crisis • Revenue Not Funding Mitigation • Policy Incoherence After 
Abandoning International Credits 

“It’s a regressive pass-through tax hitting working families at the pump — not coherent climate 
policy. The revenue isn’t funding mitigation, and there’s no viable transition pathway for most New 
Zealanders.” 

— Fuel Tax Protest NZ, 23 June 2026 

KEY FACTS 
• Pass-through cost: The ETS adds ~10–20+ cents per litre to petrol and diesel. This cost is fully 
embedded in Terminal Gate Prices and passed directly to consumers. 
• Zero free allocation: Unlike emissions-intensive trade-exposed industries (up to 85% free NZUs), liquid 
fossil fuel participants under Schedule 3 receive zero free allocation. 
• Revenue destination: ETS revenue from liquid fuels now flows to the general Crown account. No 
ring-fencing since the Climate Emergency Response Fund closed. No dedicated spend on mitigation, 
adaptation, or household relief. 
• Policy incoherence: The Government has ruled out purchasing international carbon credits (~$4–5 
billion estimate). The ETS on liquid fuels was designed as part of an international compliance framework — 
that purpose has been abandoned. 
• Current crisis: Amid fuel shortages and the National Fuel Response Plan 2026, the Government states it 
is “not considering a review or wider changes” to the ETS on liquid fossil fuels. 
• Consultation deadline: The ETS Settings consultation is open until 12 July 2026. Fuel Tax Protest NZ is 
formally requesting total removal or full waiver/exemption of the Schedule 3 surrender obligation. 

THE ASK 
Fuel Tax Protest NZ is calling for total removal (or at minimum a full waiver/exemption) of the ETS 
surrender obligation for liquid fossil fuels in the current ETS Settings consultation. This would deliver 
immediate cost-of-living relief at a time when New Zealanders face fuel shortages, high prices, and no 
realistic alternatives for most transport needs. 

BACKGROUND: WHY FULL REMOVAL IS NEEDED 
1. Regressive Pass-Through Tax 
Under the Climate Change Response Act 2002, the point of obligation for liquid fossil fuels sits upstream 
with importers and large suppliers (Schedule 3). These participants must surrender one NZU per tonne of 
CO₂e with zero free allocation — unlike emissions-intensive trade-exposed sectors that receive up to 85% 
free NZUs. The full cost is passed through to consumers at the pump, adding a regressive ~10–20+ cents 
per litre. 
2. Revenue Not Funding Climate Action or Relief 
ETS revenue from liquid fossil fuels now flows into the general Crown account (no longer ring-fenced after 
the closure of the Climate Emergency Response Fund). There is no dedicated link to mitigation, adaptation, 
just transition programmes, fuel decarbonisation infrastructure, public transport, or direct cost-of-living relief 
for households. 
3. Policy Incoherence After Abandoning International Credits 
The NZ ETS was designed to support New Zealand’s Paris Agreement obligations through both domestic 
abatement and international carbon units. The Government has ruled out purchasing international credits 
(Treasury estimate ~$4–5 billion). The ETS on liquid fuels has effectively become a domestic-only revenue 
tool — disconnected from the international compliance framework for which it was created. 
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4. No Viable Transition Pathway 

The recent fuel crisis and the Government’s own National Fuel Response Plan 2026 have shown there is 
no viable transition pathway for the majority of New Zealanders reliant on petrol and diesel. Maintaining a 
price signal on essential fuels without realistic alternatives is neither effective nor fair climate policy. 

FORMAL REQUEST IN THE ETS SETTINGS CONSULTATION 
In the current ETS Settings consultation (open until 12 July 2026), Fuel Tax Protest NZ formally requests 
total removal (or, at minimum, a full waiver/exemption) of the ETS surrender obligation for liquid fossil 
fuels to provide immediate cost-of-living relief. 
They have also written directly to Hon Simon Watts, Minister of Climate Change (letter dated 23 June 
2026), posing detailed questions on revenue destination, policy justification, and the legislative pathway for 
removal, and have requested a meeting with the Minister or his officials. 

SUPPORTING ADVOCACY 
Fuel Tax Protest NZ’s campaign for ETS removal sits alongside parallel advocacy for evidence-based 
climate policy, including: 
• A formal Official Information Act request to the Ministry for the Environment on current climate scenarios 
and the April 2026 ScenarioMIP-CMIP7 findings (which declared SSP5-8.5 implausible). 
• A formal request to the Climate Change Commission asking it to assess the implications of the new 
high-end scenario framework for emissions budgets and ETS settings advice. 

QUOTES FOR MEDIA USE 
“Maintaining the current ETS obligation on liquid fossil fuels serves no coherent purpose when the 
international obligations it was designed to help meet are not being fully pursued, revenue is not 
targeted at mitigation or affected households, and essential fuels are being penalised without realistic 
alternatives.” 

— Fuel Tax Protest NZ letter to Hon Simon Watts, 23 June 2026 
“New Zealanders deserve climate policy that is coherent, evidence-based, and does not impose 
unnecessary and regressive burdens on working families and the economy.” 

— Fuel Tax Protest NZ 

SUPPORTING DOCUMENTS AVAILABLE 
• Full letter to Hon Simon Watts, Minister of Climate Change (23 June 2026) – detailed questions and 
formal requests. 
• Official Information Act request to Ministry for the Environment on current climate scenarios and 
ScenarioMIP-CMIP7 implications (23 June 2026). 
• Formal request to the Climate Change Commission on high-end scenario plausibility and modelling 
assumptions (23 June 2026). 

ABOUT FUEL TAX PROTEST NZ 
Fuel Tax Protest NZ is a grassroots advocacy group campaigning for affordable fuel, economic reality in 
climate policy, and fair treatment of working New Zealanders. The group is actively highlighting the 
regressive impacts of current ETS settings on liquid fossil fuels and is calling for urgent reform in the 
current ETS Settings consultation. 

MEDIA CONTACT 
Main Admin 
Fuel Tax Protest NZ 
Email: fueltaxprotest@proton.me 
Interview availability on request. 
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Hon Simon Watts 
Minister of Climate Change 
Parliament Buildings 
Wellington 

Subject: Re: Responses to Fuel Tax Protest NZ Correspondence – Total Removal of ETS 
Surrender Obligation for Liquid Fossil Fuels; Questions on Revenue Destination, Mitigation Link and 
Policy Coherence (Refs: 26-CORM-01638 & 26-CORM-01434) 

Dear Hon Simon Watts, 

I write as the Main Admin of Fuel Tax Protest NZ in response to your two letters: one replying to 
Jono Pollett’s correspondence of 1 June 2026 to the MP for Hutt South, Hon Chris Bishop (Ref: 
26-CORM-01638), and the other replying to Jamie’s email of 24 May 2026 regarding New Zealand’s 
use of international climate scenario modelling (Ref: 26-CORM-01434). 

Thank you for acknowledging the fuel crisis and the staged response under the National Fuel 
Response Plan 2026. However, we strongly disagree with the Government’s position that it is “not 
considering a review or wider changes to the fundamental design of the ETS, including pausing its 
application to liquid fossil fuels.” 

ETS Design, Obligations, and Cost Pass-Through 
Under the Climate Change Response Act 2002 (CCRA), the point of obligation for liquid fossil 
fuels sits upstream with importers and large suppliers (Schedule 3). These participants must 
surrender one NZU per tonne of CO₂e with zero free allocation — in stark contrast to 
emissions-intensive trade-exposed sectors such as iron and steel production, which receive up to 
85% free NZUs. 

The full compliance cost is embedded in Terminal Gate Prices and supply contracts, passing 
through the entire chain (including to independent retailers supplied by Z Energy, BP, or Mobil) and 
directly to consumers at the pump. This adds a regressive cost of ~10–20+ cents per litre, 
worsening the cost-of-living crisis for working families and small businesses. 

Revenue Destination, Mitigation Link, and Policy Coherence – Direct Questions for 
the Minister 
Your previous responses do not address the destination of ETS revenue collected from liquid fossil 
fuels, nor do they explain how the scheme remains coherent now that it operates as a purely 
domestic tool. We therefore put the following specific questions: 

1. Where is the ETS revenue from liquid fossil fuels going, and is any of it funding mitigation 
or providing relief? 
ETS revenue flows into the general Crown account (no longer ring-fenced following the closure of 
the Climate Emergency Response Fund). There is no dedicated link to specific mitigation projects. 
Can the Minister please advise: 

a) What exact proportion or amount of revenue collected from the ETS surrender obligation on 
liquid fossil fuels (importers and large suppliers) is currently being allocated to climate mitigation, 
adaptation, just transition programmes, fuel decarbonisation infrastructure, public transport, or 
direct cost-of-living relief for households? 
b) Following the closure of the Climate Emergency Response Fund, is any of this revenue 
hypothecated or earmarked for transport-sector or household support, or does it simply 
disappear into consolidated Crown revenue? 
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c) If little or none of the revenue is returning to mitigation or affected New Zealanders, what is 
the policy justification for continuing to impose this cost on essential fuels? 

2. How does the purely domestic ETS on liquid fuels remain justified under the CCRA and 
Paris Agreement when the international compliance purpose has been abandoned? 
Sections 3 and 30GC of the Climate Change Response Act 2002 position the NZ ETS as the 
primary domestic tool to support New Zealand’s Paris Agreement obligations and net-zero goals by 
creating a price signal to phase down fossil fuel reliance. The original design explicitly contemplated 
both domestic abatement and the use of international carbon units for compliance. 
Prime Minister Luxon and Finance Minister Willis have ruled out the purchase of international 
carbon credits (Treasury estimate: ~$4–5 billion). As a result, the ETS has effectively become a 
domestic-only revenue and carbon pricing tool — disconnected from the international 
compliance framework for which it was designed. 
We therefore ask: 

a) How does the Government reconcile the continued full application of the ETS surrender 
obligation to liquid fossil fuels with the original statutory purpose in the CCRA? In the absence of 
any international compliance pathway, has the ETS on liquid fuels effectively become a general 
tax rather than a targeted climate policy instrument? 
b) Given that the recent fuel crisis has demonstrated there is no viable transition pathway for the 
majority of New Zealanders reliant on petrol and diesel, on what basis does the Government 
maintain that the ETS price signal on liquid fuels remains an effective or fair climate policy tool? 

3. What is the legislative and policy pathway to remove or waive the ETS surrender 
obligation for liquid fossil fuels? 
These questions go directly to whether the current design remains coherent or has become an 
unintended and regressive burden. We ask the Minister to confirm: 

a) What specific amendments to the Climate Change Response Act 2002 (or regulations under 
it) would be required to remove or indefinitely waive the ETS surrender obligation for liquid fossil 
fuels in Schedule 3? Would this require primary legislation, or can it be achieved by Order in 
Council or regulation change? 
b) Will the Minister commit to actively considering total removal (or a full waiver/exemption) of 
the ETS surrender obligation for liquid fossil fuels as part of the current ETS Settings 
consultation (open until 12 July 2026), given the cost-of-living crisis, the lack of viable 
alternatives for most New Zealanders, and the absence of any dedicated mitigation return from 
the revenue? 

Request for Official Information and Transparency 
To enable a fully informed response to the questions above and to the broader ETS Settings 
consultation, we request that you direct your officials to provide the information directly or to 
commission and respond constructively to the specific Official Information Act requests set out 
below. In particular, we seek clarity on the fiscal treatment of ETS revenue from liquid fossil fuels 
and the statutory and policy basis for maintaining the Schedule 3 surrender obligation once the 
international compliance pathway has been set aside. Full transparency on these points will assist 
both the Government and submitters in assessing whether the current design remains coherent and 
justified. 

Proposed OIA Requests: 
1. To the Ministry for the Environment: All briefings, advice, cabinet papers, and legal opinions 
since 1 January 2023 on (a) the Government’s decision not to purchase significant offshore 
mitigation or international carbon credits to meet New Zealand’s Paris Agreement NDC targets; and 
(b) the implications of that decision for the continued operation and statutory justification of the NZ  
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ETS surrender obligation on liquid fossil fuels under Schedule 3 of the Climate Change Response 
Act 2002. Please include any analysis of whether the CCRA permits or requires continuation of 
those obligations once material use of international units has been ruled out. 
 
2. To The Treasury: Detailed breakdown, for each financial year 2022/23 to 2025/26 (or most 
recent available), of (a) revenue received by the Crown from NZ ETS surrender obligations and 
auctions attributable to liquid fossil fuels; and (b) how that revenue has been fiscally treated and 
allocated — specifically, whether any portion has been hypothecated, ring-fenced, or spent on 
climate mitigation, adaptation, transport decarbonisation, public transport, EV infrastructure, or 
household cost-of-living relief, particularly since the closure of the Climate Emergency Response 
Fund. Please confirm that ETS revenue from liquid fossil fuels now flows to the general Crown 
account / consolidated fund with no dedicated climate spend. 

Formal Request 
In the current ETS Settings consultation (open until 12 July 2026), we formally request total 
removal (or, at minimum, a full waiver/exemption) of the ETS surrender obligation for liquid fossil 
fuels to provide immediate cost-of-living relief. 

We request a meeting with you or your officials to discuss this urgently and to receive substantive 
answers to the questions set out above. Maintaining the current obligation serves no coherent 
purpose when the international obligations it was designed to help meet are not being fully pursued, 
revenue is not targeted at mitigation or affected households, and essential fuels are being penalised 
without realistic alternatives. 

Thank you for your replies to date. New Zealanders deserve climate policy that is coherent, 
evidence-based, and does not impose unnecessary and regressive burdens on working families and 
the economy. 

Yours sincerely, 
 
Main Admin 
Fuel Tax Protest NZ 
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APPENDIX B: OFFICIAL INFORMATION ACT REQUEST TO MINISTRY FOR THE 
ENVIRONMENT 
23 June 2026 
To: Ministerial Services Team / OIA Team, Ministry for the Environment 
Subject: New Official Information Act request – Documents relating to ScenarioMIP-CMIP7, current 
scenarios in use, and implications for CCRA policy settings (ref 26-OIAD-01474) 
Background and Context 
On 25 May 2026 Fuel Tax Protest NZ submitted an OIA request (ref 26-OIAD-01474) seeking documents 
relating to the ScenarioMIP/CMIP7 paper declaring SSP5-8.5 implausible and its implications for the 
Climate Change Response Act 2002 (CCRA), including any assessment connected to the May 2026 
amendments. The Ministry responded on 23 June 2026 refusing the request under section 18(e). 
This new, more targeted request is made in light of two significant developments: 

1. The Climate Change Response (2050 Target and Other Matters) Amendment Act 2025 (passed 
December 2025) removed the previous requirement for NZ ETS settings to “accord with” New Zealand’s 

Nationally Determined Contribution under the Paris Agreement and adjusted the emissions budget 
provisions. 

2. On 7 April 2026 the ScenarioMIP-CMIP7 framework paper was published (Van Vuuren et al., 
Geoscientific Model Development, https://doi.org/10.5194/gmd-19-2627-2026). The paper states: “For the 

21st century, this range will be smaller than assessed before: on the high-end of the range, the CMIP6 high 
emission levels (quantified by SSP5-8.5) have become implausible, based on trends in the costs of 

renewables, the emergence of climate policy and recent emission trends.” 
Under the CCRA, when preparing advice on and determining emissions budgets, the Minister and the 
Climate Change Commission must have regard to the latest scientific understanding of climate change. 
Request 
Please provide copies of all documents created or received by the Ministry since 1 April 2026 that fall into 
any of the following categories: 

1. Any documents, briefings, emails, advice, or internal notes that discuss, reference, or analyse the 
ScenarioMIP-CMIP7 framework paper (Van Vuuren et al., 7 April 2026), including any discussion of the 

plausibility or implausibility of SSP5-8.5 or the revised high-emission scenario for CMIP7. 
2. Any documents that identify or confirm the specific emissions scenarios, Shared Socio-economic 

Pathways (or their CMIP7 successors), or high-end pathways currently used or referenced in Ministry 
climate modelling, national projections guidance, ETS settings advice or modelling, emissions budget 

development, or other CCRA-related policy work. 
3. Any briefings, advice, or internal consideration regarding the implications of the ScenarioMIP-CMIP7 

findings (or updates to high-end scenario plausibility) for current CCRA policy settings, projections, or the 
evidence base, including in the context of the December 2025 amendments to the CCRA. 

4. Any documents created since 1 April 2026 that discuss or assess whether the Ministry or the Climate 
Change Commission should review or update existing projections, modelling assumptions, or policy advice 

in light of the April 2026 ScenarioMIP-CMIP7 update. 

Yours sincerely, 
Fuel Tax Protest NZ 

 
 

This media briefing is issued on behalf of Fuel Tax Protest NZ. 
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