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The farm level levy system uses the split-gas approach to price emissions at the farm level (see information sheet page 14). 
The key features of this option would be:

1. Farms calculate their short- and long-lived gas emissions through a single calculator.

2. Actual on-farm emissions determine payment rather than using national averages.

3. On-farm efficiencies and mitigations would be recognised as they become available.

4. A split-gas approach to pricing would be applied, meaning different levy rates would apply to short- and long-lived gases.

5. On-farm sequestration could offset some of the cost of the emissions levy.

The following diagram shows how the net cost to the farm would be calculated under a farm-level levy.

He Waka Eke Noa Option 1: Farm-Level Levy

Who is included in the system?
All farms would have to register in the farm-level pricing system if 
they were GST registered and annually averaged over:

• 550 stock units (sheep, cattle, deer, and goats); or

• 50 dairy cattle; or

• 700 swine (farrow to finish); or

• 50,000 poultry; or

• 40 tonnes of nitrogen through synthetic nitrogen
fertiliser application per farm, per year.

This definition captures all farms that emit over 200 tonnes CO2e 
per year, which is 96% of all agricultural greenhouse gas emissions 
(around 23,000 farms). The remaining 4% of emissions are from 
small lifestyle blocks, orchards, vineyards, and equine. 

Who is responsible for reporting and paying 
for emissions?
HWEN is still considering whether reporting and payment should 
be the responsibility of the landowner (with option to delegate to 
business owner) or the business owner. The range of business and 
land ownership arrangements (including leasing) across different 
farm systems make this difficult. There will be transitional challenges 
with either option for farms under legal agreements, until they are 
completed or renegotiated. 

How are emissions calculated?
The pricing system would use a single centralised calculator 
to enable a transparent, credible, and consistent approach to 
calculating emissions. This may be a centralised tool that allows 
current tools to automatically input their data. Annual desktop-
based auditing will identify figures outside the typical range and 
these will be followed up with an on-farm audit. 

How can emissions be offset with 
sequestration? 
On-farm sequestration, including a number of vegetation types not 
eligible in the NZ ETS, would be rewarded and farms that choose 
to would receive a financial offset to their emissions cost (see 
information sheet page 15). 

How will the revenue from the system be used? 
The revenue raised through the levy would be invested back into 
the agricultural sector to generate further emissions reductions 
and support lower emissions food production. This would be done 
through research and development and credits for adoption of 
approved practices or use of technologies. Further work is underway 
to consider how low emissions land use could be recognised under 
this system. 

Administration costs
Of the three options, administration costs would be highest for 
establishing and implementing a farm-level pricing system. They 
would  include the establishment and on-going administration of 
the system as well as the operating costs to various parties (like 
processors, farmers). The total estimated operating costs are $69 – 
84 million per annum ($28 – 39 million cost to farmers in time spent 
reporting i.e. up to $1,600 in time per farm and $41 – 45 million for 
operational costs). 
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