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AGENCY DISCLOSURE STATEMENT

This Regulatory Impact Statement has been prepared by the Ministry for Primary Industries.

It provides an analysis of options to support the delivery of more consistent environmental outcomes,
and greater operational certainty and efficiency in how plantation forestry activities are managed.

In the 25 years since the Resource Management Act 1991 (RMA) took effect there has heen growing
divergence between district and regional rules for managing similar forestry activities. Analysis and
expert advice recommends National Direction to achieve consistent environmental outcomes in forest
management and reduce costs through greater certainty for foresters, councils and communities. MPI
is of the view that the most appropriate tool for providing National Direction would be a National
Environmental Standard (NES).

The principal constraints in the analysis have been the limited ability to value the net environmental
benefits of the NES proposal, and to fully quantify benefits such as investment and planning certainty.
A partial cost benefit analysis was completed which examined those costs and benefits that could be
monetised. This produced a marginally positive net economic benefit. Maonitoring of the main factors
impacting this model will be included in the monitoring programme, principally the reduction in
consents and the application of stringency.

To supplement available information, further work was commissioned to assess the likely
environmental impact of the NES proposal and to provide expert planning advice. The resulting advice
was that there were positive environmental effects and improved operational efficiency for large and
smaller scale foresters, as well as planning benefits for councils, foresters and communities. These
factors add to the monetised values, giving confidence and certainty that a national instrument is
appropriate.

No assessment of the environmental effects of the proposal to permit the use of genetically modified
(GM) tree stock has been carried out.

Final implementation planning and delivery, as well as a monitoring and evaluation programme, will
be developed once a decision on the policy direction is made. Until that time it is not possible to fully
assess the options and implications of these programmes, including on-going monitoring costs. These
programmes will take account of identified areas of uncertainty.

= '3&%/

Scott Gallacher, Deputy Director General, Regulation and Assurance
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EXECUTIVE SUMMARY

Forestry is a signficant contributor to New Zealand’s economy. It also provides a number of
environmental and ecosystem services that are important to our social wellbeing.

The sector, however, faces significant uncertainty created by the variation in rules in council
plans under the Resource Management Act 1991 (the Act). Some variation in rules relating to
forestry in district and regional council plans is required to manage local matters of
significance but the current level of variation cannot be explained by environmental conditions.
In some cases this results in less effective environmental outcomes. In the 25 years since the
Act was enacted, variation has persisted and recent expert assessments indicate divergence in
rules is increasing. It is anticipated that this increase will continue over time with successive
reviews to district and regional plans.

After assessing alternative planning options under the Act, a National Environmental Standard
for Plantation Forestry (NES-PF) is proposed as the alternative to existing council plans.

The resulting policy objective of the proposed NES-PF rules is

‘To maintain or improve the environmental outcomes associated with plantation forestry
activities nationally, while increasing efficiency and certainty in the management of those
activities under the Resource Management Act 1991.°

The proposed NES-PF will provide standardised rules for managing the environmental effects
of eight main plantation forestry activities: mechanical land preparation; afforestation; forestry
earthworks and quarrying; river crossings; pruning and thinning to waste; harvesting;
replanting. The proposed rules aim to codify good management practices in a pragmatic
balance between national and local direction. This will build greater certainty into district and
regional plans for managing the potential environmental risks posed by forestry activities.

A partial cost benefit analysis (CBA) indicates a marginally positive benefits for the proposed
NES-PF over the status quo council rules. This partial CBA does not include consideration of
the environmental effects of the proposed NES-PF as these are difficult to quantify. However,
expert advice comparing the environmental effectiveness of the proposed NES-PF over the
status quo demonstrates positive environmental benefits and improved operational efficiency
through good practices driven through comprehensive targeted National Direction. In addition,
expert assessment confirms that the NES-PF will not permit activities which have a significant
adverse effect on the environment. These independent assessments, along with expert reviews,
support the overall benefits of the proposed NES-PF over the status quio.

Stakeholders have confirmed the need for strong guidance and support throughout the
transition to operation under an NES-PF. To be effective, implementation will need to be

properly resourced throughout planning and delivery. We will incorporate lessons learned from
the implementation of existing NESs.

The proposed NES-PF, in conjunction with council rules through stringency and wider
resource management legislation, provide significantly improved management of the
environmental effects of forestry. A monitoring and evaluation programme will assess the
extent to which benefits are being realised and allow refinement to optimise benefits over time.
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CONTEXT FOR THE PROPOSAL

CONTRIBUTION OF THE FORESTRY SECTOR TO NEW ZEALAND SOCIETY

New Zealand’s planted forest estate has been developed in phases over the past century and
now provides a sustainable timber resource for New Zealand’s domestic requirements and for a
growing export industry. The industry is an important part of the economy regionally and
nationally. Planted forests cover 1.72 million hectares (around 6.5% of New Zealand's land

area)'. Twenty-four of New Zealand’s 66
council districts have plantation forest areas _

of between 10 000 and 50 000 hectares. A Box 1: Forestry Sector Snapshot
further 13 districts have planted in excess of )
50 000 hectares. ° Harvesting

o Annual harvest between 25 and 30 million cubic
metres of Roundwood over the past 5 years
(March year figures)

© Harvesting from the plantation estate represent
99.9% of the annual harvest

© Only 15-24 000 cubic metres per annum is now
sourced from privately-owned indigenous

The plantation estate provides a number of
environmental and ecosystem services that
are important for the wellbeing of

communities and for New Zealand society.

Forests are a tool for stabilising erosion forests.

prone slopes and for rehabilitating eroded e  Forest Industry

catchments (through the growth of root o Contributes around 3% of gross domestic
mass and the de-watering of slopes). Once product

forests are established and growing they can o Generated $4.7 billion of export revenue in
act as nutrient filters, to maintain (and 2014/15, third only to the dairy and meat
improve) water quality. Maturing industries*

plantations can also act as valuable habitats o Direct employment in forestry and first stage
for indigenous flora and fauna. A further processing is close to 18 000, a significant
role for plantations is as a store of carbon, proportion of which is in secondary centres and
with forestry a major part of the Emissions rural communities where it contributes to the
Trading Scheme?. social wellbeing and resilience of these areas.

These ecosystem services continue through

the growing cycle but are disrupted during harvesting and re-planting when activities such as
carthworks and quarrying occur. In these periods, the use of established, good practices by
foresters will minimise the environmental effects.

Plantation management

Managing a plantation from site preparation through to harvesting and replanting requires an
intergenerational horizon. For the two major commercial species grown in New Zealand, the
rotation length is typically between 26 and 32 years (for radiata pine), and 45 and 50 years (for
Douglas-fir). A crop of this duration has a number of risks and uncertainties including the
potential for damaging adverse events, disease outbreaks, and changes in planning and
regulatory conditions. Over the rotation of a single crop, forest owners are likely to face at least
three reviews of the district and regional plans.

! MPI figures as at April 2015
2 Yao et al, 2013, Basher, 2013
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Individuals and companies that manage plantations rely heavily upon technical standards and
procedures to identify and mitigate environmental risks. The forest industry has worked
collaboratively over a number of decades to prepare detailed activity standards (drawing on
examples of good industry practice), and to promote their adoption. Recent examples of
standards and guidelines include the New Zealand Environmental Code of Practice for
Plantation Forestry (2007) and the New Zealand Forest Road Engineering Manual (2012). This
industry has been an important advocate in seeking changes to the current management of
plantation forestry. They see benefits from reduced planning and operational costs for
companies operating in multiple jurisdictions and for the 13 000+ small scale foresters
undertaking earthworks and commencing harvesting in coming years.

A further feature of plantation forest management in New Zealand is the high proportion of the
estate that is independently audited against established environmental, legal and social
principles. Fifty-six percent of the plantation estate (985 000 hectares) is certified by the Forest
Stewardship Council (Forest Owners Association, 2014)*. Independent audit inspections assess
compliance against ten principles and criteria, covering legal compliance with national rules,
environmental and conservation values, monitoring and planning. There is a strong focus in
this work on continual improvement in performance.

THE POTENTIAL ENVIRONMENTAL RISKS ASSOCIATED WITH PLANTATION
FORESTRY

While plantation forestry provides a number of important ecosystem services there are periods
in the crop cycle (and particular activities) where there is potential to cause adverse
environmental effects. These effects include sediment discharges to waterways, vegetation
disturbance, restricting the passage of fish and reactivating areas of erosion. During harvest and
post-harvest there is potential for disturbance of indigenous vegetation, sediment and slash
movement. Outside of these periods, the major land management activity is pruning and
thinning to waste. While there is a chance of debris movement into water bodies, the risk is
generally minor.

Each of these activities (with an outline of their associated effects) are illustrated in Table 1.

3 The Forestry Stewardship Council (FSC) is a market based initiative. The FSC system includes a certified chain of custody tracking timber
through every stage in the supply chain from the forest to the end user. The FSC label guarantees trees are from sustainably managed forests.
There are also a range of obligations on forest owner that ensures the rights of workers are recognised, the rights of indigenous people
protected and communities supported.
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Table 1: Forestry activities in scope of the proposed NES-PF and adverse environmental effects

Activity Adverse environmental effects to he managed
Mechanical land preparation

Erosion and sedimentation, related effects on
habitats and water quality from sediment run-off

“Wilding” spread, sedimentation from
earthworks in erosion-prone areas

Erosion and sedimentation (for example, from
construction of roads and infrastructure)

Similar to effects from earthworks, impacts on
cultural sites, over-burden disposal

Erosion and sedimentation, restricting or
preventing fish passage, bed erosion,
accumulation of debris, damage to structures
during flooding

s

Pr

BE e U apan LA

niﬁg and thinning-to-waste

u

Usually minor environmental effects, effects on
and in water bodies if debris not appropriately
managed

Discharge of slash and sediment onto land and
into water, soil disturbance and erosion, riparian
vegetation disturbance

Similar to effects for afforestation, although
likely to be less impact from earthworks in
second generation forestry because of pre-
existing infrastructure
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FORESTRY SECTOR OWNERSHIP AND INDUSTRY PARTICIPANTS

The ownership of the forest estate in New Zealand (and the underlying land) has undergone
significant change in the past twenty-five years. This stems from the sale of the Crown’s
forestry cutting rights, Treaty of Waitangi settlements, restructuring of the major corporates,

purchases by fund managers, and a period of strong investment by small scale foresters (during
the 1990s and early 2000s).

Nationally, eighteen companies own or manage approximately 64 percent of the plantation
forest estate (around 1.1 million hectares)*. A number of these companies manage forests on
behalf of smaller investors, through management contracts, investment syndicates and
shareholding arrangements. While there are a small number of large investors, there are also
around 13 000 owners with plantations of less than 40 hectares.

In discussing the forest estate, it is important to distinguish between forest and land ownership.
Approximately one third of land under production forestry is Maori owned and leased to
timber companies (New Zealand Government, 2013), and an increasing number of iwi intend
to own and operate their own forests in the future.

In addition to forest and land owners, there are a number of participants who have a direct or
indirect involvement in the management of plantation forestry and its effects:
* Councils — Regional, District, City and Unitary Authorities - who set the objectives,
policies and rules to manage the environmental effects of land use activities;
* Forestry management consultants — who work on behalf of forest owners, and
frequently deal with planning and consent processes;
e Iwiand hapl — with the return of forest land through the Treaty of Waitangi settlement
process, Maori have a significant interest in the sector (MPI, 2009);
¢ Forestry contractors — who undertake forestry activities in accordance with a range of
council, company and legal requirements;
e Environmental non-government organisations (eNGOs) — who advocate for
environmental protection; and
e Local communities — who are interested in the environmental, economic, social and
cultural outcome from forestry activities.

STATUS QUO

Council planning processes under the Act involve all stakeholders and iwi in creating the
objectives, policies and rules that sustainably managing local land use activities including
plantation forestry. The resulting district and regional plans determine whether the plantation
forestry activities are permitted or require consent, and the related conditions and consent
thresholds. The plans are designed to give effect to, and meet the s 5 purpose of the Act which
states:

(1) The purpose of this Act is to promote the sustainable management of natural

and physical resources.

(2) In this Act, sustainable management means managing the use, development,

and protection of natural and physical resources in a way, or at a rate, which

+NZFOA, 2014

Ministry for Primary Industries NES-PF Regulatory Impact Statement o 7



enables people and communities to provide for their social, economic, and cultural
well-being and for their health and safety while—
(@) sustaining the potential of natural and physical resources (excluding
minerals) to meet the reasonably foreseeable needs of future generations; and
(b) safeguarding the life-supporting capacity of air, water, soil, and
ecosystems, and
(¢c) avoiding, remedying, or mitigating any adverse effects of activities on the
environment.

These plans also implement environmental management practices developed with iwi in
accordance with Treaty of Waitangi settlements that reco gnise the special relationship between
Maori and the Crown. An example is the vision and strategy for the Waikato River.

Councils and the forestry sector also use non-regulatory mechanisms including training and
codes of practice based on industry best practice. The aim is to increase certainty that forestry
sector operational practices are compliant and to maximise the likelihood of achieving good
environmental and operational outcomes. Typically codes of practices set a higher standard
than that anticipated by rules and/or clarify how compliance can be achieved.

The Act was designed to allow decision making to be close to the affected community so that
plans reflect local environmental conditions and sector, community and iwi needs and
priorities. Plans reflect changing needs and priorities through plan reviews which can be
undertaken as needed and must be reviewed at least every 10 years. Typically reviews occur

more frequently meaning council rules are constantly evolving and vary between districts and
regions.

For this reason Government signalled its intention to evaluate the potential benefits of National
Direction under the Act for plantation forestry”.

POLICY OBJECTIVE AND PROBLEM DEFINITION

POLICY OBJECTIVE

“To maintain or improve the environmental outcomes associated with plantation forestry
activities nationally, while increasing efficiency and certainty in the management of those
activities under the Resource Management Act 1991.°

This objective represents the desired outcome of the forest industry, councils and
environmental stakeholders who have been engaged in an eight year process to improve

environmental outcomes and operational certainty in the management of forestry activities
under the Act.

PROBLEM DEFINITION

Over time, successive changes to plans has resulted in a degree of variation in the policies and
rules that district and regional councils have introduced for managing similar activities. While
a degree of variation is to be expected to reflect local climatic and terrain conditions, studies

5 MIE website ]mp://www‘mfe.govt.nz/rma/rma-]egislative~tooIs/priorities-nationalndirection
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commissioned by MfE and MPI have found examples of inconsistent planning provisions in
similar environments. (Refer Appendix One for more information and examples of such
variation.)

Independent advice indicates that rather than more closely aligning, there has been increasing
divergence in the way councils approach rules to manage forestry, and the thresholds at which
specific activities require consents®. The level of variation (identified by the reviewers) was
over and above what they expected to see if councils were simply managing for local
biodiversity, climatic and terrain conditions. Increasing divergence in planning approaches
(and rules) will compound the problems of inconsistent environmental outcomes and operation.

Variation of this nature has limited, inconsistent environmental benefits and can increase
operational uncertainty and costs for forest owners’. This creates a complex operating
environment making it more difficult for foresters to comply with council requirements. Also,
this limits foresters licence to operate with differing approaches to permitted activities and
thresholds for consents meaning multiple consents are required. This uncertainty can affect
forester attitudes and views on investment, as raised in submissions. F oresters, as well as iwi
and communities also have increased costs through planning including litigating similar issues
in different council jurisdictions.

ASSESSMENT OF OPTIONS AND IMPACT ANALYSIS

In the three years that MPI has been leading this process, each of the planning instruments
available under the Act have been assessed to determine their suitability to:

* Provide nationally-consistent rules that remove unwarranted® variation between
councils’ rules for plantation forestry while managing the environmental effects of
plantation forestry activities; and

e Establish rules that:

o ‘Permit’ plantation forestry activities where it is efficient to do so and where
activities will not have significant adverse environmental effects,
o Increase the level of control as the risk of adverse effects increases; and
‘o Provide flexibility for local authorities to set more stringent rules to manage
unique local environmental needs arising from plantation forestry activities.

There are a range of regulatory and non-regulatory options available to establish more
consistent environmental outcomes from plantation forestry and achieve greater operational
certainty and efficiency for councils, foresters and the community. These options are evaluated
in two stages:

* Section A - assesses options to identify feasible alternatives to the status quo; and

° Section B - assesses the alternative option and the status quo.

SECTION A: OPTION IDENTIFICATION

The Act sets out regulatory options for achieving national consistency in the management of
plantation forestry and the framework within which non-regulatory options could apply.

¢ Boffa Miskell, 2016; Brown and Pemberton, 2010; Brown and Company Planning Group, 2016; Pendly 2014

7 Brown and Pemberton 2010, Brown and Company Planning Group, 2016, Pendly, 2014, Boffa Miskell, 2016

8 Unwarranted variation is defined as a level of variation between plans that is not justified by environmental, economic, social or cultural
benefits and imposes an unnecessary cost.
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Criteria based on the desired policy objective for plantation forestry were developed to assess
the suitability of regulatory and non-regulatory options in delivering the objective for
plantation forestry and addressing the problems associated with unwarranted variation. (Refer
Box 2). To ensure the purpose of the Act is met the options must balance National Direction
with the ability for management of locally significant conditions. The option chosen must also
align with the approach in existing council plans for matters relevant to forestry management.
This will improve the potential for consistent implementation and the ease with which any new
measures can be integrated into existing operational processes. This will allow a smoother
transition, reducing ‘start-up’ and on-going compliance costs. MPI evaluated alternative non-
regulatory and regulatory options (including the status quo) for their potential to achieve the
objective of the proposed NES-PF. Only options meeting the first order criteria were assessed

against second order criteria.

Box 2: Criteria for assessing the regulatory and non-
regulatory options

Non-regulatory options

Non-regulatory options included:
e Developing and delivering

training to achieve a First-Order Criteria

standard based on good 1. Improving certainty of nationally consistent:

management practice; i.  Environmental outcomes from plantation forestry
H

activities for forestry stakeholders and
communities

ii.  RMA processes and outcomes for plantation
forestry stakeholders that achieve the underlying
purpose of the RMA

2. Improving consistency by removing unwarranted
variation between council planning controls for
plantation forestry

e Tools for an improved,
consistent risk assessment
as the basis for a consistent
permitted activity and
consent regime; and

e (Guidance and forums
aimed at improving:

o the capability of Second-Order Criteria

councils; and 3. Ease and effectiveness of implementation, including for
o communication monitoring and enforcement

between councils to 4. Deliver efficiency gains that are likely to provide

encourage benefits that exceed the costs

significantly more 5. Ability to evaluate the effect of the policy

collective and

collaborative

planning. R e A

These options do not meet the first-order criteria. There is no certainty the proposed new
practices and tools would be implemented and no impetus for any council to change plans to
integrate the guidance. This means these options are unlikely to deliver a full or permanent
solution. Expert advice indicating increasing divergence in plans suggests it is unlikely that
councils would deliver a more consistent collaborative approach.

Some submissions supported a more collaborative approach between councils and improved
training of foresters and council staff. However, there was no compelling support for, or
suggestions as to how councils could be incentivised to work more closely together and to
nationally adopt an integrated, good practice package to manage the environmental effects of
forestry activities. These factors tend to reinforce that on-regulatory options are likely to
provide a ‘hit and miss” approach with which councils would use the revised package,
undermining any benefits for the sector or environment.
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This means the costs associated with the development of good practice guidance and its
implementation would be sunk and not likely to deliver a solution to the widening problem of
unwarranted variation. The environmental benefits of the suite of integrated good practice
guidance would therefore not be achieved and there would be no certainty or consistency to
reduce the costs associated with permitted activity and consent regimes for forestry activities.

MPT recognises that while non-regulatory tools are not a total solution, they are a useful and
necessary part of the solution. Significant improvements in the uptake and consistent
interpretation of the revised package can be achieved through well targeted training and
guidance material, and mechanisms to deliver these. Also, the accessibility of the main online
risk assessment tools would need to be developed and tested with councils and foresters.

Regulatory Options

Six regulatory options were initially considered with only four of these meeting first-order
criteria. The two options presented for consultation that did not meet the first-order criteria
were options for local direction through:

o Transfer of Responsibilities — The Act enables a local authority to transfer one or more
of its functions, powers or duties to another public authority potentially addressing
concerns about overlapping responsibilities.

e Certificates of Compliance (COC) — The Act allows land owners to request a COC if an
activity can be undertaken lawfully without resource consent.

As with non-regulatory measures, there is no compulsion on a [council] authority to transfer its
powers to allow a single authority to administer the proposed rules. Similarly, for both the
above local direction options, there is no incentive for councils to fully adopt the proposed
measures. Submissions did not support these options.

A further three regulatory options for National Direction partially or fully met the first order
criteria but did not, or only partially met, the second order criteria:

e National Planning Templates

e National Policy Statement

e Ministerial Directed Plan Change

National Planning Templates

National Planning Templates are a tool to provide a standardised range of rules for councils to
choose from for different areas. This option has not been considered further as, while it could
provide a useful mechanism to standardise the approach to forestry rules, the underlying policy
is still being developed as part of the Resource Legislation Amendment Bill (RLAB) 9.
Therefore, any proposal to use this mechanism, if suitable in its final form, would take a
number of years to develop and implement.

National Policy Statements

National Policy Statements (NPS) are instruments issued under s 52(2) of the Act and state
objectives and policies for matters of national significance. A National Policy Statement for
plantation forestry would provide direction to local government as to how the specific matters

? https://www.mfe.govt.nz/sites/default/ ﬁles/resource-manaeemem-summar\'-reform-proposa]s.pdf‘
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and requirements they must consider when developing plans to deliver their Act
responsibilities (in ss 5-8) for managing forestry and the effects of forestry activities.

While this option is likely to create more certainty and consistency through plans designed to
achieve national objectives and policies, it is likely there will still be variability in how district
and regional councils achieve this in their plans. In addition, identifying plan changes to
implement an NPS would require a plan change. In some circumstances this requires the full
review process outlined in Schedule 1 of the Act.

Different drafting and interpretation between councils is likely to result in variable planning
approaches being taken in how to implement an NPS. This is likely to be compounded by the
subsequent consultation, hearings and appeals that would result in plans and conditions that
varied significantly across districts and regions (within one area or across different areas).
These factors mean that an NPS is unlikely to achieve the desired consistency and certainty.

For this reason, a national policy statement option only partially met first-order criteria and,
either partially or did not meet second-order criteria.

Ministerial-directed plan change

The Minister for the Environment can direct a regional council or territorial authority to
prepare a plan change under s 25A of the Act. The plan change needs to relate to council
functions under ss 30-31 of the Act. To bring greater consistency to forestry operations, the

Minister would need to direct all district and regional plans to be amended t