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Briefing

CARBON NEUTRAL GOVERNMENT
PROGRAMME STOCKTAKE OF PROGRESS

To: Hon Grant Robertson

Deputy Prime Minister

Date 10/12/2021 Priority 1“Medium
Deadline  17/12/2021 Briefing Number . DPMC-2021/22-1068
Purpose

The purpose of this stocktake is to identify the status of delivery across government agencies
and identify priority projects where additional support or visibility may be useful and ensure the
right governance is in place to provide any required support towards ensuring the programme
delivers its anticipated impact and outcomes.

Recommendations

Status of delivery of the Carbon Neutral Government Programme (CNGP)

1. Note that the ' CNGP has been established and that governance and
programmeé management arrangements have been put in place
between Ministry for the Environment (MfE), the Ministry of Business,
Innovation, and Employment (MBIE), and the Energy Efficiency and
Conservation Authority (EECA).

2.. Note that in the first year of the Programme MfE and MBIE have made
good progress on policy development but that some report backs were
submitted behind schedule and that several key policy decisions are
due to be made in 2023 related to offsetting.

3. Note that the first programme deadline covers 39 state sector
organisations (‘tranche one’) who are required to report on their
FY21/22 emissions, set emissions reduction targets, and create
emissions reduction plans (ERPs) by December 2022.
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Figure 1. Timeline of organisations’ requirements under the CNGP
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23. This section assesses the status of delivery in three areas:

a) the establishment of the Programme, including the establishment of governance and
programme management arrangements, the development of Programme-wide policy,

and the provision of guidance to CNGP organisations

b) the progress of CNGP organisations towards meeting the first deadline for Programme
requirements in December 2022

c) delivery of projects co-funded through the SSDF.

Status of delivery for the establishment of the programme

24.

In the firstyear of the'Programme, MfE, MBIE and EECA made good progress to establish

the Programme (Table 1). Delivery of policy and planning initiatives in the first year

included:

a) establishment of governance and programme management structures including a
Secretariat within MfE working alongside MBIE and EECA

b) advice on Programme-wide policy, including transitioning the government fleet, energy
efficiency ratings for government offices, reducing emissions from new construction,
and the scope of emissions reporting

c) guidance to CNGP organisations on Programme requirements, with tranche one
organisations expected to start measuring emissions from July 2021.
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Table 1. Overview of the status of delivery for the establishment of the Programme

Programme objective Delivery status

Governance and On track

programme  The CNGP Ministerial Group governs the Programme and a governance
management group of officials oversees delivery of milestones.

arrangements * A Secretariat has been established within MfE and has strong working

relationships with counterparts at MBIE and EECA.

Programme-wide policy

Mixed - some aspects require attention
development .

The main priority of the MfE Secretariat is policy development, and MfE
and MBIE have created a range of policies on emission factors, fleet
transition, sustainable building systems and offsetting.

« Report backs have mostly met deadlines, but a report back to Cabinet =
on the policy direction for offsetting was delayed from June 2021 to
December 2021. Offsetting remains a key area of policy development
and decisions will be made in 2023.

Guidance to CNGP

Mixed - some aspects require attention
organisations .

The Secretariat has created a range of Programme-wide guidance.and
tools, which generally meets the needs of CNGP organisations with
relatively simple emissions profiles.

e Some CNGP organisations with more complex emissions profiles have
indicated the existing guidance does not meet their needs and as a result
they are not sure which emissions they will.be required to report on.

« While awaiting decisions on offsetting/policy, CNGP organisations do not
have clarity on how to plan and-budget for offsetting liabilities. As a result
some organisations follow Treasury carbon shadow pricing, while others
may not budget for future liabilities.

MmN

Governance and programme management arrangements

25. The Programme is governed by a CNGP' Ministerial Group and an officials group
comprising Tier 2 leaders from MfE and MBIE and the chief executive of EECA.

26. Programme management is led by a Secretariat within MfE that works closely with MBIE
and EECA. MBIE are responsible for palicy related to the fleet transition and sustainable
buildings and manage the SSDF along'with EECA.

27. Arrangements were established at pace and are suitable for the policy and planning
stages of the Programme. Working relationships between programme management
agencies are strong.and operate effectively in concert with governance arrangements.

28. Considerations for how governance and programme management arrangements should
change for future stages of the Programme — i.e. once CNGP organisations start to
implement ERPS = are provided in a following section.

Programme-wide policy development

29. The Programme was established with a timeline for report backs to CNGP Ministers and
Cabinet for policy decisions on specific elements of implementation.

30. Policy development by MfE and MBIE has proceeded mostly on schedule, with delays in
some more complex policy areas such as offsetting, where a report back on policy
direction originally planned for June 2021 was submitted in December 2021.

31. ltis intended that CNGP organisations will offset their emissions by December 2025 [CAB-
20-MIN-0491 refers]. A series of key policy decisions remain on offsetting and are due to
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Table 3. Overview of the status of delivery of the SSDF

Programme objective Delivery status

Delivery of projects [e] k

under the SSDF . rojects have been approved to date and are at varying stages of

delivery. Most projects are not due to complete until 2023 and 2024.

 Two projects have completed so far, with eight more due to complete in
the next 2 months. This is in line with milestones set when the projects
were approved.

e EECA should improve reporting to provide more granular assessments of
organisations’ progress against milestones.

A administer the fund effectively. Once projects are contracted, EECA has processes
in place for contract management and progress reporting from funding recipients.

Organisations report positive experiences with EECA in terms of support with applications,
delivery of projects, and to upskill and train staff in best practices for energy efficiency and
fuel switching to renewables.
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57. EECA has agreed to include projects’ progress against planned milestones as part of
regular Programme reporting and is developing a monitoring and evaluation plan and
reporting framework to show delivery progress across the SSDF portfolio. This will support
more granular progress reporting over time.

58. As projects begin to report back, EECA should regularly report actual emissions
reductions against expected emissions reductions over time (illustrated in Figure 3).

The SSDF approval process

59. The end-to-end process for the SSDF can take from 8 to 20 weeks from application to a
project being contracted, with the approval process alone taking up to three months in
some cases (Figure 4). The SSDF approval process is long particularly in relationtto the
small size of each SSDF tranche.

Figure 4. Diagram of the SSDF approval process
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60. Complexity in the process is inherent because the fund is a tagged contingency where
decisions require 'sign-off from the Minister of Finance, Associate Minister of Finance,
Minister of Climate Change, as well as relevant portfolio Ministers. Previous tranche
briefings have required as many as seven or eight sign-offs.

61. The length of the SSDF approval process slows the pace at which projects can start,
creates administrative workload, and means that organisations seeking to urgently
replace legacy operational equipment — such as vehicles or chillers — with low-emission
alternatives are unable to access SSDF funding quickly.

62. EECA and MBIE consulted Treasury on whether improvements could be made to the
process and decided not to recommend an alternative process or provide Ministers with
options to decide between.
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