
1 He Waka Eke Noa Factsheet 1: Farm-level Split-gas Levy with land-based rebate

He Waka Eke Noa Factsheet 1: Farm-level 
Split-gas Levy with land-based rebate
February 2022

What is a land-based rebate?

A land-based rebate involves a direct payment to farms to 
cover some of the costs faced under a farm-level split-gas 
levy based on land area and the average emissions associated 
with the carrying capacity of the land. The purpose of 

How would it work?

A RB C $

the farm-level split-gas levy plus rebate is to maintain an 
incentive to reduce emissions while also making the levy 
price more affordable.

‘A’ is the cost that 
each farm faces for 
their short-lived gas 
emissions (CH

4
)

‘B’ is the cost that 
each farm faces for 
their long-lived gas 
emissions (N

2
O from 

livestock and synthetic 
fertiliser, CO

2
 from urea)

‘C’ is the value that 
each farm is rewarded 
for their on-farm 
sequestration

These costs/values 
total to a ‘net’ 
emissions return, 
where A, B, R and 
C are all netted off 
as dollar values, not 
as gases through a 
carbon equivalency 
metric

‘A’ is determined by:

− The weight of CH
4
 

calculated (kg)

− The price for CH
4
 

($/kg)

‘B’ is determined by:

− The weight of 
long-lived gases 
calculated (kg CO

2
e)

− The price for long-
lived gases ($/kg 
CO

2
e)

‘R’ is determined by:

− land area (ha) 

− multiplied by an 
emission factor 
specific to a given 
carrying capacity of 
the land (kg/ha) 

− and a rebate rate 
(e.g. 95%)

‘C’ is determined by:

- Area of eligible 
vegetation

- The relevant 
sequestration 
rate/s in weight of 
long-lived gases (kg 
CO

2
e)

- The price of long-
lived gases ($/kg 
CO

2
e)

‘R’ is the rebate that 
each farm receives

+ – – =

Levy rates (for methane and long-lived gases) would be set at 
a higher rate than a system with no rebate.

A rebate amount would be calculated based on land area (ha) 
multiplied by an emission factor specific to a given carrying 
capacity of the land (kg/ha) and a rebate rate. 

The rebate rate might start at 95% and fall over time, although 
the actual rate will depend on the availability of revenue 
after other costs had been covered, such as payments for 
administration costs of the system and eligible sequestration.

Under this system every unit of emissions reduced (A+B) 
saves a farm the full cost of that emission, but the rebate is 
unchanged if the farm’s area is unchanged.

To implement the rebate a credible, robust, and cost-effective 
way of defining the carrying capacity of the land for each farm 
in New Zealand is required. 
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Key Advantages and disadvantages 

• Can make higher levy prices affordable, while 
maintaining a strong marginal incentive to reduce 
emissions.

• Rewards farms who have been farming within their 
carrying capacity, or who have not developed their land.

• More intensive farms operating above a defined carrying 
capacity would have a greater proportion of their 
emissions exposed to a price.

• Could disincentivise uptake of mitigations associated 
with supplementary feed (because this feed is assessed 
as above carrying capacity).

It is likely that a multifaceted ‘carrying capacity’ metric would 
need to be developed that captured land capability per farm. 
There are a number of potential biophysical data metrics 
that could be included or combined to develop a carrying 
capacity threshold per farm (or per pasture), tentatively based 
on:

• Land Management Units

• Slope per LMU

• Grass growth potential

• Stocking rate

Such a metric would need to operate within the parameters 
of additional introduced agricultural regulations, especially 
freshwater, and possibly recognise previous enhancements to 
land. An average carrying capacity per pasture classification 
(based on yet to be determined biophysical metrics e.g. 
soil type, climate), could be leveraged to assign how much 
assistance a farmer receives based on what other farmers are 
doing with similar profiles. This option is likely to require the 
generation of a new ‘carrying capacity’ map at high spatial 
resolution.

• Requires a national map that determines carrying 
capacity for each farm.  There is a significant risk that 
mapping cannot be undertaken with sufficient accuracy 
to be suitable for a pricing system to be implemented by 
1 January 2025.

• On balance while some individual Partners support a 
land-based rebate it has not been recommended as an 
option by the Partnership due to the complexities to 
implement and equity concerns.  


