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Summary

The New Zealand Government is focused on enabling capital
flows towards climate and nature solutions from a broader
range of sources, including through the use of voluntary
nature credits markets.

A taxonomy provides a standardised framework that will set
expectations for the environmental performance of
economic activities. This enables capital providers to mobilise
and direct capital towards aligned economic activities.

Developing a sustainable finance taxonomy for New Zealand
will give investors and everyone interacting with the market
clarity and confidence on environmental performance.

The Centre for Sustainable Finance’s 2024 advice detailed
options for the design of a credible sustainable finance
taxonomy that is fit for New Zealand.

The Minister of Climate Change agreed to continue
developing the taxonomy with the Centre.

MTE Sustainable Finance Taxonomy for New Zealand

Key messages for Government

The NZ Taxonomy contributes towards a number of the
nature credits market principles outlined by the
Government and agreed by Cabinet.

The NZ Taxonomy can help reduce the policy workload for
Ministers and officials by describing eligible activities which
have already had extensive stakeholder buy-in for them. The
development of these eligibility criteria would otherwise be
one of the most time-consuming and contentious policy
workloads within the voluntary nature credits project.

Key messages for potential market participants

The NZ Taxonomy can help raise private sector confidence in
a voluntary nature credits market. Principles key to market
operation and activities that are internationally aligned, yet
locally relevant, were embedded into the process of
developing the taxonomy. Potential participants can see that
a range of stakeholder expectations have already been
included.


https://environment.govt.nz/what-government-is-doing/areas-of-work/climate-change/meeting-the-costs-of-our-climate-action/sustainable-finance-taxonomy-for-new-zealand/

Overview

How markets and taxonomies support sustainable activities



Markets need both a supply and demand side to function effectively
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For nature credits markets to be stable, trustworthy and effective a
number of different market layers need to work together as a system.
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NZ Taxonomy brings insights to inform market development

Stakeholder Policy

Level of Overall Extent to which the NZ Taxonomy and
.. engagement development .
subjectivity . complexity development process could be leveraged
required workload
High
Outcomes layer High High High High Insights from Taxonomy process’ extensive
stakeholder engagement can inform the
benefits to NZ economy, prioritise outcomes.
The NZ Taxonomy
(Market) Rules Moderate can be leveraged to
layer Moderate Moderate Moderate Moderate Identified foundational principles on which develop several key
operating rules can be built.
elements of any
future voluntary
Technology Low nature carbon
layer Low Moderate Low Low Technical experts and taxonomy structure can markets.

inform technology architecture.

**though it leaves some

others unaddressed.

High

The NZ Taxonomy defines criteria for forestry,
agriculture activities, and soon energy and
Activity layer High High High High construction and building activities. Note these
definitions provide a robust starting point, but
not the full standards needed for high integrity
nature credits.




NZ Taxonomy standards/verifications are a subset of high
integrity voluntary markets standards/verifications

NZ Taxonomy alignment won’t
necessarily meet all the VNCM Example from draft Agriculture and
verification standards. The Forestry criteria: NZ Taxonomy alignment
VNCM activity qualifications / Taxonomy does not address for the ‘Establishment and monitoring to

verifications additionality, double counting support carbon offset generation’ (A1.9,
or leakage. A2.8,F1.4,F2.4,F3.4,F4.4,01.4,02.4).

Activities are NZ Taxonomy aligned by
“meeting established international best
But, in principle, meeting practice in the form of Integrity Council for
VNCM verification standards the Voluntary Carbon Market (ICVCM)” (Pg
NZ Taxonomy should enable NZ Taxonomy 43, September 2025 draft technical
activity alignment. screening criteria).

qualifications /
verifications

NZ Taxonomy alignment should be available for high integrity nature credits

market activities. By aligning the frameworks, VNCM verified proponents can
benefit from NZ Taxonomy alignment without added cost/friction.



Activity layer — examples from the NZ Taxonomy

Example sectors
within the NZ
Taxonomy

Example mitigation
activities from Taxonomy

Potential voluntary

market project activities

Example ‘do no significant

Potential protections

harm’ criteria from Taxonomy within voluntary market

Agriculture
related activities

Agroforestry (A2.4)
Involves integrating woody
perennials with pasture or
cropping systems.

Agroforestry projects could:

* Enhance biodiversity and
habitat complexity.

* Sequester carbon both above
and below ground.

Livestock grazing and animal
production
A Farm Environment Plan (FEP) that

includes adaptation and resilience risks

created by the activity.

A FEP could:

* ldentify erosion that might be
created by the activity.

* |dentify potential for increased
soil moisture deficit.

Forestry
related activities

Conservation forestry (F4.1)
Supports ecosystem restoration,
pest and disease control, and
conservation of habitats.

Conservation forestry could:

* Establish or restore native
forests on degraded land.

* Place emphasis on
biodiversity, soil
conservation, and resilience
to natural disasters.

Forest management plan prepared by

an independent expert or in-house

expert with ecological and/or forestry

accredited professional.

Forest management planning can:

* Control wilding on the project
site and surrounding areas.

* Control pests, invasive plants and
pathogens within the property.

Other land-use
related activities

Conservation of natural
ecosystems (02.1)

Requires robust monitoring and
natural ecosystem integrity
preservation.

Natural ecosystem activities

could:

* Protect carbon sinks and
biodiversity in shrublands,
wetlands, and peatlands.

N/A

N/A

The activities and ‘do no significant harm’ criteria which have already been developed through the NZ Taxonomy work could provide
foundational building blocks for the project activities defined within a voluntary nature credits market.




Further opportunities for the NZ Taxonomy to support
market development

DNSH Substantive
Do No Significant Harm contributions

Moderate contribution
Nature from the existing
NZ Taxonomy

High contribution High contribution
Climate from the existing from the existing
NZ Taxonomy NZ Taxonomy




Market design

Considerations for each process step and how the NZ Taxonomy can assist



How the NZ Taxonomy supports project design and validation

A. Project Design B. Validation
Operational rules Procedures are outlined which allow for market Key roles are established, detailing the authorities
¥ . participation. Clear instructions are provided to to perform project validation in any given market
and regulations . . .
enable investment in nature carbon assets. and location.
Technology platform helps project leads Technology would be used to perform quantitative

Technology layer . . . , :
communicate and report their projects’ outcomes. | environmental assessments and record the results.

Project criteria are published, outlining the Technical guidance is published outlining how a
.. eligibility criteria for a successful project within the | supplier’s environmental contribution can be
Activity layer . . : . . . . .
market. This provides technical guidance for effectively and uniformly quantified against clear
market participants. criteria.

How the NZ Taxonomy development process can assist with market development outcomes

The key contribution of the taxonomy is a clear and consistent way to identify economic activities that may be
the basis for nature credits. This classification framework and the principles that underpin it can also help to
inform market rules and technical guidance (although further work would be needed to address additionality,

9 double counting or leakage). y




How the NZ Taxonomy supports registration and reporting
and verification

C. Registration

D. Reporting and Verification

Operational rules
and regulations

Which authority should operate the registry.
What information needs to be registered.

What timelines are required for information.
What will the registration fee be for projects.

How often information should be reported. What
verification steps are needed. What procedures are
there when there is a failure in reporting or
verification, or a reversal.

Technology layer

A system which can store, update and display
project data. This information can be used by
market participants and regulators.

Technology would be used for managerial
reporting processes, quantifying environmental
outcomes and reconciling to the registry.

Activity layer

The criteria and metrics which are needed for a
project to qualify for participation and registration
within a nature carbon market.

Technical guidance on how a supplier’s
environmental contribution can be assessed
against their existing quantification, what metrics
are required for effective reporting.

How the NZ Taxonomy development process can assist with market development outcomes

The taxonomy can support activities registering to be eligible for marketable credits in a voluntary market, and
support verifiers with standardised, transparent and credible classifications and associated criteria for nature,
climate and social outcomes.




How the NZ Taxonomy supports issuance and trading and
surrender

E. Issuance F. Trading and Surrender
Operational rules The application process required for credit How trade should be facilitated and how
¥ ! issuance. How credits will be issued and the transactions should be recorded. Who can trade
and regulations L . . .
frequency of credit issuance. and what security and restrictions are required.

A technology system that can appropriately store This can vary from an extension of the registry to a
Technology layer | and track a project developers credits as they are dedicated market that can facilitate trading credits

issued. between users autonomously.

The technical guidance on how to convert a Guides buyers about credit characteristics, which
Activity layer guantified environmental contribution into an can help inform their preference for certain types

appropriate number and type of credit. of units, and to price these units appropriately.

How the NZ Taxonomy development process can assist with market development outcomes

The taxonomy would be used as a technical guide to assist in converting quantified environmental
contributions into credits and determining credit usage eligibility. The taxonomy can also be used by credit
buyers to understand the characteristics and co-benefits of different credit types.
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X Process layer example 1 — Florida Wetland Mitigation Banking Program

This US example of a functioning nature mitigation market can be used to illustrate the elements which the NZ
Taxonomy has already developed.

A. Project design

Project
developer

Find opportunities to
develop mitigation
banks, these banks are
areas which restore or
preserve wetlands.

Mitigation bankers
(Land owners)

B. Validation

Conduct and submit a
uniform mitigation
assessment (UMA).

C. Registration

Submit the details of
their project into the
registry.

D. Reporting and
verification

Report on the current
status of their bank
regularly informing

authorities of any
relevant changes.

E. Issuance

Receive credits linked
to the nature and
location of the land
one credit per acre of
land annually.

F. Trading and
Surrender

Either hold credits, list
them for sale or
surrender them to
offset impacts of own
operations.

Government
authority

Publish principles for
mltlgatlon banks:
Substantive
contribution to
biodiversity.
Does no significant
harm (DNSH).

Florida Water
management
districts (WMD)

Receive the UMA
submission scorecard
and check it for
accuracy, this can
involve a site visit.

Input and maintain
water district data
within the state-wide
registry.

Check the reporting of
bankers, verifying the
site still aligns with what
has been reported in the
UMA, this can involve a
site visit.

Issue credits based on
the UMA methodology,
recording details in the

WMD ledger.

Assess if traded credits
are being used within
the right ecological and
geographical context
approving and
recording their use.

Scheme

Publish technical
operator

information on how to
establish an effective

U.S. Army Corps of mitigation bank.

Engineers (USACE)

Create and maintain
the UMA methodology
and provide guidance
on its application.

Provide and maintain
the digital registry or
(RIBITS) for all pending,
active, suspended and
closed banks.

Review verification
reports to check
alignment with initial
assessment findings.

Update the registry to

represent the number

of credits issued to the
mitigation bank.

Update the market
platform to notify the
supply of credits across
all registered banks.

\

J

For example, the NZ Taxonomy has already developed a lot of the
project development and assessment criteria which would be
needed in any future NZ voluntary nature carbon market

\ J
Y

For example, the NZ Taxonomy has already engaged with
stakeholders to understand what criteria they would require
from any future NZ voluntary nature carbon market



Process layer example 2 — Sanctuary Mountain Maungatautari
EKOS Biocredita Nature Credit Pilot Initiative Approved by Government

X The EKOS project has developed a set of project criteria for its nature carbon market, but similar markets in the

future could draw from material already developed within the NZ Taxonomy

D. Reporting and

F. Trading and

A. Project design B. Validation C. Registration e . E. Issuance
verification Surrender
Project Prepare . Uses a scheme specific .
developer Design a project that documentation and Or?ce v.aI|<.:|ated., the reporting and . . Buyers purchase via
. . project is listed in the . Applies for unit EKOS. Credits are
delivers clear undergo independent , . verification framework .
biodiversity and nature third-party validation EKOS SD Registry with Alone with issuance through the transferred to buyers
Sanctuar conservati\gn benefits foIIO\F/)vin ythe EKOS project docs and inde endint verifier registry. and can be retired in
mountain (SXﬂM) . BioCredié\ standard metadata recorded. P reports the registry.

Scheme
operator

Ekos BioCredita
(EKOS-SD)

Publishes the
BioCredita nature
credit standard and
provides project
development guidance
for participants.

Maintains a list of
approved validators,
verifiers and templates
to ensure consistency
and quality.

Operates the EKOS SD
Registry for issuance,
transfer and
retirement, with public
audit trails of lifecycle
events.

Requires independent
verification with
reports posted to the
registry.

EKOS BioCredita launch

Issues and records
credits in the registry.
SMM serves as the

Provides purchase
channel and facilitates
retirement/claiming;

project supports market.

Y Y
For example, EKOS has developed its own A national-level set of criteria such as that
registration and verification requirements, being developed in the NZ Taxonomy can
including the specific metrics required for provide a common language independent
this process. Similar markets in the future of specific projects. This can remove
could draw from the work already carried potential issues with self-review and add
out through the NZ Taxonomy. integrity and confidence in a market.



Alignment of effort

Summary and further suggestions on leveraging the taxonomy to achieve
voluntary nature credits market objectives



Relationship between NZ Taxonomy and government objectives

Government
Objectives

The NZ Taxonomy supports Government
objectives in market development and
investing in communities by providing a

classification system that enables market

participants to mobilise and direct capital flows
towards nature and carbon benefits.

Nature carbon markets can help support
Government objectives in creating supportive
conditions for investment, as well as
positioning NZ as a premier destination for
investment in nature-focused activities.

The NZ taxonomy provides a robust starting
point to define activities relevant to the
development of voluntary nature carbon
markets.




X

How the NZ Taxonomy supports Government
objectives around sustainable finance and
voluntary nature carbon markets

The NZ Taxonomy contributes towards three of the four market
principles outlined by government, explaining their role in NZ
voluntary nature carbon markets as agreed by Cabinet:

* Direction setting: Articulating the Government’s position on,
and intentions for, voluntary nature carbon investment,
including to formalise official New Zealand endorsed credits,
and the relationship between New Zealand’s targets and the
market.

Government

Objectives

*  Supporting Standard setting: supporting the design of
standards by setting minimum requirements for government
recognition of standards, aligned to international norms.

*  Supporting assurance: Assigning roles and criteria for the
accreditation of assurance providers. This includes a process
for approving project standards used to deliver and calculate
environmental gains.

(Source: CAB paper 11/07/2025)



X

How the NZ Taxonomy supports voluntary
nature credits market development

The process of developing the NZ Taxonomy is generating clear
insights that can support the Government’s objectives in nature
carbon market development:

* Extensive stakeholder engagement was conducted on
outcomes, principles and criteria that can inform the benefits
to NZ economy, priority outcomes.

* ltincludes criteria encompassing both climate and nature-
supporting outcomes across forestry, agriculture and
construction activities that are core aspects of New Zealand’s
economy, with a view to expand to other sectors.

* Anintegrated approach that incorporates integrity, inter-
operability, consistency and alignment with international
frameworks and investor requirements.

The NZ Taxonomy helps
support the Government’s

objectives around the
development of a voluntary
nature carbon markets.

Nature
Carbon
Markets




Thank you

The Centre for Sustainable Finance: Toitl Tahua (CSF) was established in 2021 to advance progress toward the 2030 vision
and Roadmap of the Sustainable Finance Forum.

The forum was an initiative of Sir Rob Fenwick's The Aotearoa Circle.
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