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Office of the Minister Hon Grant Robertson

Deputy Prime Minister

Chair, Cabinet Priorities Committee
Implementation Unit: Work Programme to 30 June 2023.

Proposal

1 This paper seeks confirmation of the proposed list of priority programmes for'the
Implementation Unit (the Unit) to work on from January 2023 to 30 June2023. It.includes
follow on or previously agreed assignments; and proposed new assignments.

2 Recent reports by the Unit on the Mental Health Infrastructure Programme (MHIP), the
Government Investment in Decarbonising Industry(GIDI) Fund, and International Climate
Finance Commitments are also attached for the Committee’s consideration.

Relation to government priorities

3 The Unit’s operations are critical to enabling the successful-delivery of Government
priorities, particularly accelerating economic recovery and laying foundations for the future.

Executive Summary

4 The Unit’s work plan until 30 June 2023 will include follow on work from programmes
assessed in 2022, other programmes previously agreed by CPC and new assignments.

5 Follow-on work from the Unit’s 2022 programme covers Emergency Housing, the Health
Reforms, Suicide Prevention, follow up from the year three stocktake of the 2019 Budget
Mental Health and Addiction'Package, the Agricultural Emissions Pricing Scheme, Three
Waters reforms, and the Immigration Rebalance.

6 There are three additional priority programmes that I am proposing the Unit adds to its work
programme. for the first half of 2023. These are the Public Housing Register, the Carbon
Neutral/Goyernment Programme and Te Piikenga.

7 The TU has recently completed three Reports that are attached for consideration. These are the
Mental Health Infrastructure Programme Deep Dive, the GIDI stocktake of readiness, and the
stocktake of the delivery of New Zealand’s International Climate Finance Commitments.

Background

8 On 26 July 2022, Cabinet agreed to a set of programmes for the second half of 2022 that the
Unit would continue to work on as well as a number of new assignments (CAB-22-MIN-
0021) refers. Some of these assignments continue in the first half of 2023.

9 The Unit has capacity for additional assignments in the first half of 2023.
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After the Unit’s work programme is finalised, the Unit will prepare commissioning briefs for
each new assignment in consultation with relevant agencies. Commissioning briefs for
previously agreed assignments will be amended, where required.

IU work programme from January to 30 June 2023

11

I propose the Unit’s work programme for the first half of 2023 comprise follow on
programmes already agreed, and new assignments.

Follow on programmes already agreed or anticipated

12

13

14

15

16

The following assignments were confirmed on 26 July 2022 when Cabinet considered the
mid-year review of the Unit’s 2022 Work Programme (CAB-22-MIN-0021) referses Where
aspects of scope or timing were to be determined following further scoping.er have changed
this is reflected in the outline of the assignment.

Emergency housing (late January to June 2023): This assignment 1s to support the
Ministry of Housing and Urban Development (HUD) and the Ministry of Social
Development (MSD) to implement a place-based emergency housing:model in Wellington
and Hamilton. The Unit will work with the delivery agencies to ensure that the lessons learnt
in the Rotorua pilot are considered in the design and.delivery of the model and the model is
implemented in a way that is fit for purpose and responsive tosthe respective contexts in the
two locations. This was agreed by Cabinet in July as part.of the mid-year review of the
Unit’s work programme.

Health reforms: Two of the Health Reform commissions approved as part of a wider brief in
the 2022 work programme are propesedfor inclusion in the January — June 2023 work
programme:

14.1. May 2023: Assess the status of the working arrangements between Manatii Hauora
(Ministry of Health) and Whaikaha (Ministry of Disabled People). This has been
approved forrescheduling from 2022 to May 2023.

14.2. February —June 2023: Support Manatii Hauora to develop implementation plans for
the Budget2022 Manatii Hauora Capability Fund from February to June 2023.

Suicide prevention (March — April 2023): The suicide prevention component of the two
stocktakes by the Unit of the 2019 Budget Mental Health and Addiction package returned a
mixed rating. This assessment will be followed up to assess progress since the year three
stocktake was completed in June 2022. The proposal is to expand beyond the 2019 package
and undertake a wider stocktake of suicide prevention initiatives to assess delivery of
intended outputs and progress towards the key actions outlined in the Suicide Prevention
Action Plan 2019-24.

Follow up from the Year three stocktake of the 2019 Budget Mental Health and
Addiction Package (February 2023): Four parts of this package returned problematic
ratings in this stocktake. These were Health — Forensic Mental Health Services for Youth,
and Enhancing Primary Addiction Responses, and for the Department of Corrections —
Alcohol and Drug intensive treatment in prisons and Alcohol and Drug aftercare support
services. It is proposed that a Rapid Assessment be undertaken to assess subsequent
progress.
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Progress towards integrating work-based, campus-based, and online delivery,
including retaining and improving employer engagement.

Final Proposed IU Work Programme for January to June 2023

25 I am proposing the following set of existing and new assignments to form the IU’s work
programme for the first half of 2023:

a.

b.

Public Housing Register (stocktake)

Health reforms (assessment and working alongside)
Emergency housing (working alongside)

Suicide Prevention (stocktake of progress)

Follow-up of progress on the elements of the 2019 Budget Mental Health and
Addiction Package assessed as problematic in the Year three Stocktake (rapid
assessment)

Three Waters Reforms (stocktake of progress)

Carbon Neutral Government Programme (stocktake of progress)
Agricultural emissions pricing scheme (stocktake of readiness)
Immigration Rebalance (working alongside)

Te Pukenga (stocktake of progtess).

Recent Implementation Unit Reports

Implementation Readiness — Government Investment in Decarbonising Industry (GIDI) Fund

26 The focus.of the Unit’s assignment was to assess the implementation readiness for scaling up
the GIDI Fund from $69m over two years to $662.883m over four years.

27 The Unit reported its findings to me on 17 October 2022. A copy of the Briefing is in
Appendix A.

28 The Unit’s stocktake found that it is too early to form a firm view on overall implementation
readiness. The Unit recommended that:

28.1.

28.2.

a further stocktake on the implementation rollout take place in nine to 12 months
following the design work and pilots under way to inform the next stage of delivery

that the place of GIDI be assessed alongside other funding options to support
decarbonising such as the New Zealand Green Investment Fund (NZGIF), and to
understand how well the mechanisms are working together
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28.3. EECA develop an overall implementation plan with emission reduction targets, a
pipeline of projects, indicative spend profile, projected pace of delivery, and risk
mitigation by June 2023

28.4. EECA consider further streamlining of the GIDI technical review and decision-
making processes to identify efficiencies to improve the pace of delivery.

29 I have discussed the Report with the Minister of Energy and Resources and we have agreed to
the recommendations. The Unit will assist EECA with the implementation of these
recommendations.

Mental Health Infrastructure Programme Deep Dive

30 The focus of the Unit’s assignment was a deep dive review (review) into each of the 16
projects in the Mental Health Infrastructure Programme (MHIP) undertaken by .independent
infrastructure expertise (expert reviewers) procured by Te Waihanga.

31 The Unit reported its findings to me on 14 October 2022. A copy of the Briefing is in
Appendix B.

32 The Unit’s view is that the robustness of the estimated completion dates is critical to
understanding the status of delivery. The unit recommended.that Te Whatu Ora be asked to:

32.1. report back to joint Ministers by 9 December on project level recommendations with a
delivery plan that provides revised estimated completion dates for projects that Expert
Reviewers recommend be re-baselined, and immediate actions for projects that expert
reviewers recommend require action or decisions to reduce risks to delivery

32.2. implement programme levelactions and incorporate into the infrastructure operating
model workstream whete appropriate.

33 I have discussed the.Report with the Minister of Health and we have agreed with the
recommendations withhone adjustment. We have changed the timing so that Te Whatu Ora
does not need to provide a separate report by 9 December (see recommendation in para 32.1
above) but will.instead include the items from the recommendation in its December monthly
report.

Stocktake of the Delivery of New Zealand’s International Climate Finance Commitments

34 The focus of the Unit’s assignment was to assess the delivery of New Zealand’s $300m 2019
to 2022 climate finance commitment including spending and the delivery of outputs, and the
readiness of the Ministry of Foreign Affairs and Trade (MFAT) to deliver New Zealand’s
$1.3bn 2022 to 2025 commitment.

35 The Unit reported its findings to me on 20 October 2022. A copy of the Briefing is in
Appendix C.

36 The Unit found that MFAT has put in place appropriate arrangements to spend the
commitment. It also found that it has more work to do to be ready to fulfil its role in
delivering outcomes, particularly for activities it does not deliver directly.
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37 The Unit recommended that MFAT’s advice to Cabinet on its climate change activities
should:

37.1. identify how it will know whether outcomes are being delivered for each activity, and
its options to intervene if delivery is not on track

37.2. identify proposed progress indicators for each outcome in the Strategy and how it will
use indicators to inform or trigger decisions on the portfolio, including whether to
activate contingency plans

37.3. indicate how it will equip posts to monitor, report on, manage the delivery of activities
and intervene where necessary

37.4. outline how MFAT intends to incorporate expert input into its processes to ensure
activities are set up to mobilise private finance.

38 The Unit will also consider and advise on whether it should undertake follow=on work as part
of its six-monthly work programme reviews.

Consultation

39 The Treasury was consulted on the preparation of the Unit’s. work programme. A copy of the
Briefing was provided to Te Kawa Mataaho (Public Service Commission). The Ministry for
the Environment, the Ministry of Social Development, the Ministry of Housing and Urban
Development, the Ministry of Business, Innovation and Employment, the Energy Efficiency
and Conservation Authority, the Accident Compensation Corporation, the Ministry of
Education, and the Tertiary Education<Commission were consulted on the proposed new
assignments, where relevant.

Financial Implications

40 There are no direct financial implications arising from this paper.
Legislative Implications

41 There are no legislative implications arising from this paper.
Impact Analysis

42 Andmpact Statement is not necessary for this paper.

Human Rights

43 There are no Human Rights implications arising from this paper.

Gender Implications

44 There are no gender implications arising from this paper.
Disability Perspective
45 There are no matters arising from this paper that require a disability perspective.
6
O -
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Publicity
46 No publicity is planned as a result of this paper.
Proactive Release

47 I intend to proactively release this paper and its associated minute after the standard 30
business days from the decision being made by Cabinet.

Recommendations

I recommend that the Committee:

I. note that in July 2022, the Cabinet Priorities Committee (CPC) noted that the Deputy Prime
Minister will bring a proposed Unit workplan for the first half of 2023 tothe Cabinet
Priorities Committee in December 2022 [CPC-22-MIN-0021].

2. note that the Unit will undertake follow on work or assignments already agreed across the
following programmes: Emergency housing, Health reforms, Suicide Prevention, follow up
from the year three stocktake of the 2019 Budget Mental Health and Addiction Package,
Agricultural Emissions Pricing Scheme, Three Waters Reform, and the Immigration
Rebalance.

3. note that a readiness assessment for the Income Insurance Scheme should take place in May
to June 2024 as the Scheme will not become operational until April 2025.

4. agree to the following new assignments and their initial scope being added to the Unit’s work
programme for the first half of 2023;

4.1. Public Housing Register: A stocktake of the Public Housing Register to identify how
an applicant’s housing need is assessed (i.e. how is a household added to the register),
and then, which householdsare then placed off the register. The stocktake could
consider the operational practices that underpin the application of the Social
Allocation System.

4.2. Carbon Neutral Government Programme: A second stocktake of progress of delivery
of the CNGP given tranche one agencies will have delivered their emissions
reductionsplans (ERPs) in December 2022.

4.3. Te Pitkenga: A stocktake of progress in establishing a new operating model for the
new entity focussing on some of the following areas:

4.3.1. IT systems integration progress and planning

4.3.2. Suitability of management and governance capability and structures
4.3.3. Identifying any key barriers to success

4.3.4. Plans to ensure ongoing financial sustainability

4.3.5. Progress towards integrating work-based, campus-based, and online delivery,
including retaining and improving employer engagement.
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5. note that the Implementation Unit has recently delivered Briefings to me on:

5.1. a stocktake of implementation readiness for scaling up the Government Investment in
Decarbonising Industry (GIDI) Fund.

5.2. a deep dive review into the projects in the Mental Health Infrastructure Programme
(MHIP).
5.3. a stocktake on New Zealand’s International Climate Finance Commitments.

Authorised for lodgement
Hon Grant Robertson

Deputy Prime Minister
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Appendix A: Implementation Readiness — Government Investment in Decarbonising Industry
(GIDI) Fund

Appendix B: Deep Dive into Mental Health Infrastructure Programme (MHIP)

Appendix C: Stocktake of the Delivery of New Zealand’s International Climate Finance
Commitments
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Recommendations

We recommend you:

1. note that early indications are that EECA is getting implementation ready
for GIDI 2.0 with the design work, pilots under way, delivery in the next
contestable fund round, and some partnerships established but that it is
too early to form a firm view on overall implementation readiness to scale

up.
2. agree to discuss with the Minister of Energy and Resources the need for:

a) a further stocktake on the implementation rollout in nine to 12
months following the design work and pilots to inform the next stage of
delivery YES/NO
b) the place of GIDI to be assessed alongside other funding options to
support decarbonising such as the New Zealand Green Investment

Fund (NZGIF), and to understand how well the mechanisms are
working together YES / NO

c) EECA to develop an overall GIDI implementation plan‘with.emission
reduction targets, pipeline of projects, indicative (spend profile,
projected pace of delivery, and risk mitigation by June 2023 YES / NO

d) EECA to consider further streamlining of the‘technical review and
decision-making processes under GIDI to identify further efficiencies, YES / NO
where possible, to improve the pace of delivery.

3. agree to proactively release this reportusubject to any appropriate YES / NO
withholding of information that would be justified under the Official
Information Act 1982.

KatrizfalCasey Hon Grant Robertson
Ex¢ecutive Director The Deputy Prime Minister
Implementation Unit

17/10/2022 || e | EERR. pa—

Briefing: Implementation Readiness - Government Investment in Decarbonising DPMC-2022/23-339
Industry (GIDI) Fund

DPMC: 4631961 Page 4 of 14
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Gas Transition Plan and the industrial allocation process under the Emissions Trading
Scheme (ETS).

What are the markets being targeted?

29. The four market segments are:
- A contestable fund (process heat) for medium to large businesses

- Equipment replacement for medium to small emitters (ERS) and commercial space an
water heating decarbonisation

- Partnerships with the very large emitters
- Renewable fuel supply infrastructure investment.

Contestable Fund cement

GIDI 1.0
(569

Million)

Contestable Fund

Investment in Partnerships with
fu large emitters

Contestable funding @

2

30. Three rounds of es funding were completed under GIDI 1.0. The target
recipients under the | 2.0 contestable fund are medium to large businesses. Given the
increase in conte ing, the investment principles, funding, and eligibility criteria have
been updated.

D

31 st for Proposals (RFP) was launched in June 2022; the round closed

22 proposals were received. The technical review and assessment

traints, installation and skills shortages and market confidence to co-invest.

Briefing: Implementation Readiness - Government Investment in Decarbonising DPMC-2022/23-339
Industry (GIDI) Fund

DPMC: 4631961 Page 6 of 14
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allowance of reasonable float. The quality of project schedules varied, with many
appearing to have optimism bias with little to no programme float.

d. standardising approaches to contingency percentages for projects through the different
stages of the project lifecycle in line with industry standards; and implementing standard
escalation allowances in accordance with industry standards (underway).

10. Many of the common project issues are best solved at the programme level. Strengthening
programme arrangements are underway as noted in the interim Health New Zealand June
2022 report to Joint Ministers®. Enabling change at the programme level will take time. The
Unit’s view is that implementing the programme level actions should not delay project level
actions being taken with some urgency.

Capacity and Capability Assessment

11. A stronger role for the MHIP team with either direct accountability for delivery or.the ability to
direct process and progress should be considered by Te Whatu Ora as it works through its
operating model workstream. Expert Reviewers found that where Te Whatu Ora has
appointed a project director to lead a project, this has resulted in a morerobust delivery
strategy being developed and adopted and is a good foundation to build from.

12. The Unit noted in its 2022 Stocktake that the Chief Executive of (then)interim Health New
Zealand should consider merging the role and functions. of IG‘with the delivery functions of
the regions to create a vertical group with end-to-end responsibility and accountability for
delivering all aspects of the health capital works ‘programmes..The Unit remains of this view
following this Review.

13. The transition to Te Whatu Ora is an opportunity to build a strong and stable leadership team
in 11G that is functionally designed to giveeffect to an operating model (underway) and
investment priorities. The Unit advises that theiincoming Chief of Infrastructure and
Investment should consider how to_prioritise mental health infrastructure within the broader
health infrastructure portfolio and if an‘SRO for MHIP, with appropriate delegations, is part of
his executive leadership team.

Treaty of Waitangi considerations and te ao Maori perspective

14. Te Aka Whai Ora has assessed reporting by MHIP project teams on Iwi-Maori involvement
and found a variable level of partnership and engagement across projects and a lack of
social procurement adopted for projects. Te Aka Whai Ora have identified gaps and best
practice (“what good:looks like”) outlined in this briefing that should be considered by Te
Whatu Ora as.it works on implementing programme and project level actions.

Recommendations
We recommend you:

1. note that two out of 16 MHIP projects are complete, and one project is
delivered by a third party and not included in an assessment category.
Four projects have robust completion dates.

3 Memo: Updated Approach for Improving Delivery of Mental Health Infrastructure Programme Projects June 2022 from Wayne
McNee, Acting Chief Infrastructure and Investment Officer to Joint Ministers

Briefing: MENTAL HEALTH INFRASTRUCTURE DEEP DIVE Report Number: 4637045:1

DPMC: 4637045v1 Page 4 of 20
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2. note that four projects need to take immediate actions to either meet
estimated completion dates or maintain momentum during the business
case stage. Five projects need to be re-baselined for time and/or budget.

3. note there are no opportunities to accelerate MHIP projects in way that
shortens the estimated completion dates.

4. note that Te Whatu Ora will provide a briefing on project budget
escalation and cost pressures to Joint Ministers in November 2022.

5. ask Te Whatu Ora to:

a. report back to Joint Ministers by 9 December 2022 on project level
recommendations with a delivery plan that provides:

: 2 : : 3 YES/NO
i. revised estimated completion dates for projects that Expert
Reviewers recommend be re-baselined for time in category three
ii. immediate actions for projects that Expert Reviewers recommeénd YESING
require action or decisions to reduce risks to delivery in category
two YES / NO
b. implement programme level actions and incorporate into the
infrastructure operating model workstream where @appropriate.
6. note that the Unit considers project level actions should be implemented
while Te Whatu Ora develops its infrastructure operating model.
7. note that Te Waihanga will work with Te, Whatu Ora to provide support
with the implementation of project and programme level actions.
8. agree to proactively release this report, 'subject to any appropriate YES / NO

withholding of information that would be justified under the Official
Information Act 1982.

%//

Kat Hon Grant Robertson
Executive Director Deputy Prime Minister
Implementation Unit

14/10/2022 || Frscerint A
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Hon Andrew Little
Health Minister

......... [

Briefing: MENTAL HEALTH INFRASTRUCTURE DEEP DIVE Report Number: 4637045:1
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Background

15. The Government prioritised mental health investments in the 2019 $1.9b mental health and
addiction package (2019 package). The Mental Health Infrastructure Programme (MHIP)
was created in early 2021 as 16 individual projects resourced from different funding sources,
however, not funded as a programme. MHIP comprises 16 projects with total Crown funding
of $722.5m of which $235m is from the 2019 package, with the remainder funded through
the 2020 New Zealand Upgrade Programme, the 2015 and 2018 budgets, and baseline
funding previously held by the DHBs.

16. In June 2022 the Implementation Unit (Unit) completed its second Stocktake of the 2019
package and noted that it could not provide assurance that estimated MHIP completion
dates will be met. The Unit recommended an independent expert undertake a deep dive
review into each of the 16 MHIP projects.

17. The scope of the review (attachment A) was to provide a status of delivery, the robustness of
the estimated completion dates and any risks and barriers; a delivery plan that identifies
clear actions, activities and strategies that will create momentum and pace; and an
assessment of the capacity and capability to implement the delivery plan. The delivery plan
is not included with this briefing as the technical report is still being finalised with Te
Waihanga and Te Whatu Ora and is the basis upon which such a plan:should be developed.

18. This review occurred following the formation of Te Whatu Ora and Te Aka Whai Ora on 1 July
2022, and disestablishment of the DHBs. Te Whatu Ora is-now responsible for the delivery of
the 16 MHIP projects with oversight by its Infrastructure and Investment Unit (1IG). The
majority of MHIP projects (and their accountability) still sits with the districts, now organised
into four regions. The 1IG does have direct management accountability for four MHIP
projects (Tairawhiti, Lakes, Whakatane and. Tauranga) in accordance with an intervention
framework (refer attachment B).

19. The formation of Te Whatu Ora provides the opportunity for more integrated structures for
planning, procuring and delivery of MHIP projects. Te Whatu Ora has initiated an
infrastructure operating model workstream alongside establishing new governance
arrangements for capital investments, both of which were outside the scope of this review.

Methodology

20. On 23 June 2022, the Unit requested Te Waihanga provide assistance with respect to
suitable infrastructure expertise for the review. On 26 July 2022, Te Waihanga engaged
expert reviewers to provide objective advice.

21. Te Waihanga with 1IG and the Unit confirmed a priority order for the review of the projects. In
practice, project reviews were conducted in parallel and not always sequentially as originally
envisioned to support timely findings. This was largely due to scheduling interviews with, and
availability of, interviewees. An agreed three stage process was followed (Stage 1,
Document Review; Stage 2, Interviews; Stage 3, Reporting).

22. Projects were reviewed with consideration of the project stage and assessed against a
baseline of what the expert reviewers would expect a project at that phase to have
documented and in place. In total expert reviewers reviewed over 150 documents and
conducted 40 interviews. The Unit and Te Waihanga worked closely with Te Whatu Ora
throughout and meet fortnightly with Te Aka Whai Ora officials.

| Briefing: MENTAL HEALTH INFRASTRUCTURE DEEP DIVE Report Number: 4637045:1
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Projects with robust estimated completion dates

25. Four projects were assessed as taking all practical and reasonable steps to ensure delivery
is efficient and effective and where the review has not identified material risks to
deliverability, these are:

a. Northland ($19.5m) estimated completion March 2023: Project delivery has progressed
well, following a two-year business case process®. The project is forecast to complete a
few months (July 2023) after the estimated completion date which is considered
acceptable by Expert Reviewers from an infrastructure delivery perspective.

b. Canterbury Relocation ($81.1m) estimated completion December 2022: The project is
progressing with completion being signalled by the project team as April 2023° which is
considered robust as there is significant maturity in the capital development team.

c. Nelson/Marlborough ($2.5m) estimated completion August 2023: Theproject is'on track
with no opportunities for acceleration.

d. Waitemata ($162.8m) estimated completion Aug 2025: The project is moving at pace with
an aggressive timeline. Project team is awaiting detailed design and an implementation
business case (due November 2022) which may, however,.change that risk profile.

Projects that require immediate action

26. There are four projects that require action or decisionsto’be:made to reduce risks to delivery.
These recommended actions are intended to improve likelihood of meeting estimated
completion dates and maintain momentum for those that do not have approved completion
dates (due to being in a business case process reporting to Joint Ministers in December 2022).

27. Out of the four projects, two projects require immediate action or decisions to help meet
estimated completion dates:

a. Mid-Central ($35.4m) estimated completion June 2024. The project is making good
progress on time but that is subject to a decision on budget escalation $9)MM)  before
the end of the year if it is'to maintain momentum to meet its completion date (refer
attachment C forbudget escalation and cost pressures). Procurement is proceeding
without budget escalation funding being confirmed which the review affirms is a
pragmatic approach to take. However, it is acknowledged that this approach reduces
options for decision makers and creates risks in the marketplace should budget
escalation .not be approved.

b. Waikato ($155.1m) estimated completion August 2025. While there are no
acceleration opportunities as the schedule is already aggressive, there are several
risks to delivering the current programme:

i. The Adult Acute Inpatient Facility (AAIF) requires the relocation of renal services
into a new building and the demoilition of the current renal building, the Waikato
Regional Renal Centre (the WRRC). Expert reviewers recommend the WRRC

5 Refer to Treasury guidance on business case requirements: https://www.treasury.govt.nz/information-and-services/state-sector-
leadership/investment-management/better-business-cases-bbc/bbc-large-scale-non-high-risk-projects

6 Te Whatu Ora reports that Joint Ministers were informed in August 2022 monthly briefing of the potential change, and that a revised
programme will be available in the October briefing

Briefing: MENTAL HEALTH INFRASTRUCTURE DEEP DIVE Report Number: 4637045:1
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and AAIF be decoupled in terms of the implementation business case approval
processes to avoid delays to WRRC and ultimately the AAIF project.

ii. Expert reviewers recommend the WRRC should be permitted to sign a
construction contract in advance of the AAIF implementation business case (as it
will not be ready until 6 months later, delaying both projects) so early works can
begin.

ii.  The Ministry of Health has advised Te Whatu Ora that the approach noted above
is permissible with regards to the implementation business case process. Te
Whatu Ora has since indicated it will be preparing advice to approve the release
of $9m from the approved $155.1m for the WRCC to begin enabling works before
the implementation business case is completed. The review endorses this
approach.

28. The other two projects require actions or decisions to maintain momentum.during the
business case stage:

c. Whakatane ($15m) prior business case has July 2024 as estimated completion date,
however, that may change as the project is now part of a new business case process
for consideration with Tauranga.

i. Expert reviewers recommend that if the project is assessed through the business
case process as viable from an infrastructure and service planning perspective,
momentum could be achieved by immediately initiating enabling works to relocate
portable buildings, enable services and ground improvements (estimated at
apprOX|mater(,V§2)(f) by the projectiteam). Te Whatu Ora is algo awaiting the
business case to confirm the latest cost estimate (currently at(,v) budget
increase). Refer attachment. C for. budget escalation summary.

d. Tauranga ($30m) no estimated completion date: The project is part of a new business
case process with fIV% gotlons under consideration which expert reviewers were
informed ranog(from(,\,) f\refurblshment to address immediate health and safety
issues) up to )

i. While expert reviewers recommend that from a delivery perspective the
refurbishment option to address immediate health and safety issues is the most
efficient, the Unit and Te Waihanga recognise there are other important
considerations beyond infrastructure acceleration that need to be considered
(such.as service planning, the model of care and whole of life costs).

iis Expert reviewers recommend that once the scope is decided (due to Joint
Ministers in December 2022) further planning and development should be
undertaken, to ensure there are robust project cost and timeframes which in turn
will set realistic expectations and metrics for accountability, avoiding the mistakes
of past business plans.

Projects to be re-baselined

29. There are five projects where all practical and reasonable steps are being undertaken but
need to be re-baselined for time and/or budget to reset expectations.
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30. Of the five projects, two projects should be re-baselined for both time and budget:

a. Lakes ($33m) estimated completion August 2024: Project schedule is considered overly
optimistic given its size and locality. For example, 14 months construction, 3 weeks fit-out
and short approval processes, including for approval of construction contracts appears
unrealistic to the expert reviewers. It is recommended that IIG conduct a project health
check particularly given the indicated project budget increases and challenges with the
project team. 1IG has recently taken over this project (July 2022) which is a considered a
positive step and is putting up advice on budget escalation®®@®® " to Joint Ministers in
November 2022 (refer attachment C). The project was re-baselined from August 2023 to
August 2024 in June 2022.

b. Tairawhiti ($23.7m) estimated completion October 2024: The construction duration of 16
months and resource consent timeline appears overly optimistic for the local/market and
has very short (2-5 days) approvals for construction contracts. The project.also has
budget escalation $9@®@M) which needs to be resolved to maintain momentum (refer
attachment C). Project was re-baselined from October 2023 to October 2024 in"June
2022.

31. The remaining three projects should re-baseline their estimated completion dates:

c. Taranaki ($92.3m), completion October 2024: There is an insufficient level of detail in
the project schedule for a project of this size and’'scope. The expert reviewers
recommend that the project schedule is developed to include all key project tasks and a
greater level of sophistication i.e., constraints, interdependencies, linking of tasks to
ensure the critical path is understood. Te Whatu Ora should also ensure the project
schedule is reviewed so that appropriate durations are provided for all tasks.

d. Canterbury-Stage 1 ($92.3m), no approved estimated completion date: Design and
resource consent timeline of seven months appears aggressive and overly optimistic for
a project of this size. The expertreviewers note this approach was adopted and did
deliver on another project (Princess Margaret to Hillmorton) in the region, but it remains a
risk. The construction durations do.seem realistic. The project could be extended by five
to seven months ifimore;time is needed for design and resource consent process. To
reduce these risks the expertireviewers recommend clear decision making and approval
processes, engagement with main contractor to allow faster transition between detailed
design and construction phases should be considered by the SRO and project team.

e. West Coast ($20m) completion Oct 2024: There are no acceleration opportunities but
there are considerable programme risks. The project schedule provided to the expert
reviewersdncluded over-optimistic planning at multiple points especially design and
procurement processes. The project schedule needs to be revised and confirmed. The
expert reviewers initially noted the lack of clarity with the delivery model and role of
Otakaro Ltd not being confirmed. Te Whatu Ora advises this has been addressed with Te
Whatu Ora delivering the project.

Project not categorised
32. One project (Hutt Valley) is managed and primarily funded by a third-party entity, with Te

Whatu Ora having overall accountability for the project. The expert reviewers did complete a
desk review but did not interview the project team as with all other MHIP projects.
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Capability and Capacity to Deliver

Building strategic, strong and stable system leadership

33. The review has drawn out programme level themes that are common across projects. Many
of the themes reflect the broader challenges at play with infrastructure investment and
delivery in the health sector and that underpinned the ‘case for change’ for the health
reforms.

34. Work on a revised infrastructure operating model has occurred in parallel to this review and
is outside the scope. However, a stronger role for the 11G either with direct accountability-for
delivery or the power to direct process and progress will be essential to implement the
actions in this briefing and supporting technical report by Te Waihanga.

35. There is a foundation to build from as the expert reviewers found the MHIP team within lIG
were well regarded by interim regional directors, regional infrastructure leads and MHIP
project teams. For projects like Tairawhiti, where the MHIP team has assighed a project
director (at Intervention Level 3, refer attachment B) there have been visible positive impacts
on aspects of delivery. As the incoming Chief of Infrastructure and Investment builds out his
executive leadership team, the Unit advises that consideration should be given to an overall
SRO for MHIP, with appropriate delegations (and should work in partnership with the
national service lead for mental health).

36. At the project level the expert reviewers found differing capacity to deliver across the
projects, ranging from a dedicated team to deliver the projects with strong capabilities
(Canterbury Stage 1 and Canterbury Relocation) to individuals who are managing these
projects in addition to their current position, such as helding clinical roles. The gaps in
capability included business case development, defining project budgets, scheduling, and
stakeholder management (including with clinical stakeholders, and Ilwi Maori).

37. The advantage of health reforms is that it .creates the opportunity for teams and individuals
with proven infrastructure delivery expertise to be strategically deployed to augment and
build capabilities elsewhere in the organisation. There is maturity and health expertise within
parts of Te Whatu Ora that could be shared to strengthen project leadership and assigned to
priority projects, including building centres of excellence. The task ahead will be to ensure
the centre and regions build capability appropriate to their delivery roles and responsibilities,
still to be defined through the operating model.

38. At the decision-making level there was a lack of clarity with approval pathways, signoffs, and
delegations. Some of this is likely to be a consequence of the transition period. New
governance structures are being established with the Te Whatu Ora Capital Investment
Committee and a new MHIP Programme Steering Group to monitor programme progress,
performance, risk, assurance and quality control that includes membership from all interim
regional directors. New regional structures to govern capital infrastructure are also emerging
such as the Regional Infrastructure and Investment Group for Te Manawa Taki.

39. While it is too early to comment on the impact of the new governance structures on delivery
of MHIP projects, the actions (to follow in table 3) are aimed at improving the clarity,
effectiveness and efficiency of the approval pathway at different stages of the project
lifecycle, and to avoid the diffuse accountability of the prior operating model.

Briefing: MENTAL HEALTH INFRASTRUCTURE DEEP DIVE Report Number: 4637045:1

DPMC: 4637045v1 Page 13 of 20
== ONHBENGE—

sgrhsifik 2022-12-13 16:16:46















Attachment A:

Implementation Unit: Scope
Mental Health Infrastructure Programme

1. What is the purpose of this work?

The Implementation Unit (IU) will deliver a deep dive into each of the 16 projects in the Mental
Health Infrastructure Programme (MHIP), in a way that creates momentum for projects as‘the
work is undertaken and utilises independent infrastructure expertise.

2. Who will do the work?

The IU will lead this work and be accountable for all deliverables supported by the Infrastructure
Commission, Te Waihanga (‘Te Waihanga’) and working with the Health Infrastructure Unit (HIU).
The IU will coordinate and convene the parties to develop the approach, milestones; and timelines
for this work and thereafter on a regular basis, ensuring milestones and deliverables are met. The
IU will ensure issues that arise are resolved immediately. The U is accountable for submitting the
final findings to Ministers no later than 14 October 2022.

Te Waihanga is responsible for assembling a team at.the earliest.opportunity to support the
development of deliverables (in section 3), provide infrastructure-expertise, advice, and support
to the IU in its lead role and act as critical friend to the HIU.

The HIU will work in partnership with the IU and Te Waihanga. It will provide information, data,
and reports, and will facilitate access to regional Health New Zealand staff and contractors as
requested by Te Waihanga and the IU.

3. What will we deliver?

The focus is on pace of delivery. The IU and'Te Waihanga will not wait until 14 October 2022 to
inform HIU of activities that have been identified through its work to drive projects closer to
construction and completion.._The IU will'ensure that Ministers are informed of actions as they
occur and help HIU to seek any decisions needed from Ministers as appropriate. Together, the
IU, Te Waihanga and HIW will workswith agility and pace to deliver:

a) A deep dive.into each of the 16 MHIP projects. The 16 MHIP projects will first be
sequenced/by Te Waihanga, in order of priority, to inform when each project is reviewed.
For each project (or group of projects), the deep dive will advise on:

a. the status of delivery,
b. the robustness of the estimated completion dates, and
(8} any'risks, barriers, and issues.

b) A delivery plan for MHIP that identifies clear actions, activities and strategies that will
create momentum and pace across the 16 MHIP projects. This will identify where there
are tangible and practical options to move projects, or groups of projects where
appropriate, closer to construction and completion phases.

c) An assessment of the capacity and capability of the HIU to implement the delivery

plan. This will include recommending any immediate actions that need to be taken to
build and strengthen leadership and infrastructure expertise of the HIU.
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9. The remainder of the commitment is split in two ways and there are fewer levers available to
ensure specific outcomes are delivered. MFAT plans to invest up to 10% of the commitment
in direct budget support for partner governments in the Pacific. If these activities are not
delivering intended outcomes, MFAT has some levers available to intervene — for example, it
can provide direct forms of support.

10. MFAT plans to invest up to 20-30% of the commitment in funds managed by multilateral
agencies that in turn deliver specific projects. MFAT has few levers available to directly
intervene if these funds are not delivering intended outcomes — at most, it could increase
resourcing to try and gain greater influence on the direction of a fund.

11. In November and December 2022, the Minister of Foreign Affairs will seek Cabinet’s approval
to proceed with the first tranche of activities against the funding commitment. This will include
investments with partner governments and into multilateral funds. Cabinet will"have the
opportunity to provide direction on the relative balance of activities between the three different
types — essentially those that MFAT will directly deliver versus those that will be delivered
through other organisations.

Readiness to deliver the 2022-25 commitment

12. MFAT has made good progress in establishing new governance and management
arrangements for its portfolio of climate finance activities (‘the. portfolio’) to reflect the
increased size, complexity and risk of the 2022-25 commitment.

13. These arrangements are appropriate to support expenditure of the $1.3bn commitment. As at
September 2022, MFAT is implementing activitiesfepresenting:30% of the $1.3bn. It directly
delivers most of these activities. The portfolio’s governance.group has endorsed activities
representing a further 32% of the commitment, leaving 37% ($487m) with activities yet to be
developed. MFAT considers hiring for its portfolio functions to be its most critical risk. The Unit
assesses that MFAT is taking appropriate actions to ensure it has the capacity it needs.

14. MFAT’s readiness to deliver on the outcomes of the Strategy depends on several aspects
coming into place over the next three to six months.

15. For its largest and most complex activities, MFAT needs to (1) confirm milestones that show
whether implementation is on track,(2) identify performance indicators to show outcomes are
being delivered, and (3) outline the thresholds for intervention as well as the options for it to
intervene if delivery is off track: This is particularly important for MFAT’s investments into funds
managed by partner governments or multilateral agencies. MFAT records an investment into
a fund as ‘spent’ once it.transfers the grant, regardless of whether the funding is then spent.
Accordingly, clearindicators«are needed to show the impacts of its spending on outcomes.

16. For activities MFAT delivers itself, its contracts provide appropriate levers to manage delivery
of outcomes and it can intervene in a range of ways if necessary. The Unit assesses that
MFAT’s planned approach to managing delivery will be appropriate provided that overseas
posts_.are.adequately resourced to monitor activities, manage delivery and intervene at the
right'points in a timely manner if delivery is off track.

17.At the portfolio-level, MFAT needs to (1) finalise and embed its approach to monitoring,
evaluation, research and learning (MERL), including portfolio-wide performance indicators for
each outcome in the Strategy, and (2) incorporate more expert input to ensure that where
possible activities are designed to attract other sources of investment (a goal of the Strategy).

18. MFAT’s internal audit team plans to review the climate finance portfolio in 2023. It would be
useful for this review to report on (1) how milestones, performance indicators and the MERL
framework are embedded within activities and across the portfolio; (2) MFAT’s internal
capacity for portfolio management; (3) implementation progress on the largest and most
complex projects, and (4) the suitability of contingency plans in light of progress.
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Recommendations

We recommend you:

1. note that MFAT will exceed the $300m 2019-22 commitment target by
around $244m and has established a new, scaled-up approach
appropriate for achieving the $1.3bn spending target for the 2022-25
commitment.

2. note that for the $1.3bn 2022-25 commitment MFAT has levers to ensure
it delivers outcomes from the 60-70% of that commitment because it
delivers projects directly, but has fewer levers over the 30-40% it plans to
deliver through partner governments or multilateral agencies.

3. note that MFAT is still developing milestones and performance indicators
for key activities and the whole climate finance portfolio, and its readiness
to deliver the Strategy depends on whether it can effectively incorporate
these measures into portfolio decision-making.

4. note thatin November and December 2022, Cabinet will consider a series
of papers on climate finance including approvals for a range of\activities
and MFAT’s draft approach to measuring and reporting on outcomes.

5. discuss with the Minister of Foreign Affairs whether MFAT s forthcoming
advice to Cabinet in November and December should:

5.1. identify how MFAT will know whether outcomes are being delivered YES / NO
for each activity, and its options to intervene if delivery is not on track

5.2. identify proposed progress indicators for each outcome in the
Strategy and how it will use indicators to inform or trigger decisions YES /NO
on the portfolio, including whether to'activate contingency plans

5.3. indicate how it will equip pests.to monitor, report on, manage the YES / NO
delivery of activities and intervene when necessary

5.4. outline how MFAT intends to’incorporate expert input into its YES / NO
processes to ensurenactivities are set up to mobilise private finance.

6. note that the Impleméntation Unit will consider and advise on whether it
should undertake follow-on work as part of its six-monthly work
programme reviews.

7. agree to proactively release this report, subject to any appropriate
withholding of information that would be justified under the Official YES / NO
Information/Act 1982.

Hon Grant Robertson
Exegcutive Director, The Deputy Prime Minister
Imiplementation Unit

20/10/2022 | [oeennn. [oeeenn.
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Background

19. New Zealand’s global climate finance agreements establish obligations for expenditure on
activities that address climate change. This stocktake assesses MFAT'’s delivery of New
Zealand’s climate finance commitments. The Commissioning Brief is in Attachment A.

20. In 2018, the Government announced the $300m 2019-22 commitment, including targets to
spend at least two-thirds in the Pacific and at least half on adaptation activities. This was
funded from MFAT’s existing Overseas Development Assistance baseline. To help meet the
target MFAT established a Climate Change Programme (‘CCP’) to identify $150m of activities.

21.In 2021, the Government increased its 2022-25 commitment to $1.3bn, including targets to
spend at least half in the Pacific and at least half on adaptation activities. The 202225
commitment comprises $500m from budget baselines and $800m in new, time-limited funding
from the Climate Emergency Response Fund. MFAT also received $40m in departmental
funding to support delivery. Figure 1 illustrates the various commitments and:milestones.

Figure 1. Timeline of New Zealand’s global climate finance commitments

2018 2019 2020 2021 2022 2023 2024 ' 2025 2026
|
CIima?e finance 2019-22 commitment ($300m)
commitments : 2022-25 commitmmsw
. . I I
Baseline funding Business-as-usual activities (funded by baselines, towards Four Year Plans and Multi-Country Plans)
Climate Change Programme ($150m from within baselines)
New funding New climate finance funding

($800m; plus $40min new departmental funding)

Key milestones A September 2018: 2019-22 commitment announced '
A 2019: Pacific and Development Climate Change ActionPlan 2019-22 released
A April 2019: Climate Change Programmeé established
A October 2021 2022-25 commitment announced
A August2022: International Climate Finance Strategy released

(j_) October 2022: We are here

Status of delivery of New Zealand’s $300m 2019-22 commitment

22. MFAT met the $300m spending target in June 2021, 17 months ahead of schedule. As at
September 2022 MFAT has spent $504m across 729 distinct activities and is forecast to spend
$544m by the end of the commitment period, to exceed the target by $244m (Figure 2).

23. The amount spent.in;the Pacific ($315m) will exceed the $200m target and the amount spent
on adaptation-focussed.activities ($322m) will exceed the $150m target.

Figure 2. Cumulative spending towards the 2019-22 commitment (actual and forecast)

$Sm 600 -
Forecasttotal spend on climate

activities by Dec 2022: $544m

450 - $300m commitment was

(LB LI Total spend on climate activities

30 —mM——————————— — ——————— :
33007 Comationt as at Sept 2022: $504m

150 4
Key

0
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 — Actual spending
2019 2020 2021 2022 -+ Forecast spending

24. MFAT did not establish a results framework for the entire 2019-22 commitment. When it was
established, MFAT’s standard approach was to only define outcomes at the activity level.
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25. The Pacific and Development Climate Change Action Plan 2019-2022 provided the basis for
defining outcomes at the activity-level. An internal progress assessment in August 2021 found
that most of the Action Plan’s outcomes were on track, but could only assess progress based
on whether activities were occurring as Action Plan did not include performance indicators.

26. MFAT established Programme-wide outcomes for the CCP, which includes 23 of the 729
activities in the 2019-22 commitment totalling $178m. Establishing Programme-wide
outcomes was considered a new approach for MFAT. A summary of CCP activities and their
contributions towards outcomes is in Attachment B.

27. MFAT is still establishing its reporting across the CCP and only has a partial view of progress
towards Programme-wide outcomes. As at September 2022, reporting on outcomes only
covers 13 of 23 activities. The remaining 10 activities are reported on at the activity level only.
MFAT’s CCP-wide reporting is 12-18 months behind where it should be because’MFAT had
to rebuild an internal monitoring function after an outsourced approach failed.

28. It is positive that MFAT recognised that the approach was not working and acting accordingly.
The Unit has observed the continued development of this function and considers the.approach
will be fit for purpose once complete. MFAT is currently procuring an evaluation of the CCP to
assess overall impact on outcomes.

MFAT’s role in delivering the 2022-25 commitment and the Strategy

29. The Strategy has four goals: accelerated climate change mitigation, enhanced resilience and
adaptation, improved institutional capability and evidence-based decision-making, and
increased leveraged investment. Each goal has a set©of.outcomes: for example, improving
developing countries’ National Adaptation Plans or reducing their reliance on fossil fuels.

30. MFAT has two main roles towards delivering the 2022-25 commitment and the Strategy:

a) Spending the commitment, including.working with its partners to develop and contract
activities, and track spending as part of day-to-day portfolio management

b) Delivering the outcomes of the=Strategy, including managing delivery, reporting on
progress, and intervening where necessary to ensure outcomes are delivered.

31. MFAT recognises the importance of:both roles but has placed relatively more focus on its
spending role. As a result;:New Zealand is well-placed to meet its spending commitment
targets, but more work is'needed for MFAT to be ready to fulfil its role in delivering outcomes.

32. MFAT envisages an active role for itself in knowing if its spending is delivering intended
outcomes and intervening if delivery is off track. It will directly deliver around 60-70% of the
$1.3bn commitment and has a range of appropriate levers available to intervene if needed.

33. MFAT will have fewer levers to intervene in the other 30-40% of the commitment:

a) MFAT plans to invest up to 10% of the commitment in direct budget support for partner
governments in the Pacific to fund activities from their national climate change plans. If
these activities are not delivering intended outcomes, MFAT could intervene by, for
example, providing more technical assistance or support for the partner government.

b) MFAT plans to invest up to 20-30% of the commitment in funds managed by multilateral
agencies that in turn deliver specific projects. MFAT has few levers available to intervene
if these funds are not delivering intended outcomes — at most, it could increase resourcing
to try and gain greater influence on the direction of a fund but could not intervene directly.
This is an intentional trade-off: MFAT can act at greater scale by giving partners greater
flexibility and ownership over their development, but has less control of delivery as a result.
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Readiness to deliver the $1.3bn 2022-25 commitment

34. The 2022-25 commitment represents a substantial increase in New Zealand'’s climate finance
funding. MFAT recognises the scale of the increase warrants a step-change in its approach.

35. This section assesses MFAT’s readiness to spend the 2022-25 commitment and deliver the
outcomes of the Strategy, based on four areas identified with MFAT during initial scoping:

a) readiness to scale up portfolio governance and management

b) readiness to identify and deliver enough activities to spend the $1.3bn commitment

c) readiness to engage delivery partners amidst increased demands on their capacity.

d) readiness to scale up monitoring, evaluation, research, and learning (MERL) activities.

Overall findings

36. The Unit considers that the arrangements MFAT is establishing show readiness to spend the
totality of the 2022-25 commitment but that readiness to successfully deliver on the outcomes
of the Strategy depends on MFAT finalising several aspects over the nextthree to six months.

37. At the activity level, MFAT needs to confirm milestones and performance indicators for
activities and define the thresholds and options for intervention if delivery is off track,
particularly for investments delivered by other organisations.

38. At the portfolio level, MFAT needs to finalise its MERL@approach and incorporate more expert
input to ensure activities are designed, where possible, to leverage outside investment.

39. MFAT is establishing portfolio arrangements while identifying activities and progressing them
through approval processes. It is making good progress on spending but will need to continue
to adapt its portfolio governance and management routines to incorporate new arrangements
as they come into place, and as the largest and most complex activities begin implementation.

40. MFAT has created a portfolio plan (in Attachment C) to show how key milestones, spending
targets, and other aspects of the portfolio will come together. This portfolio plan should form
part of regular reporting and be updated as detailsare confirmed, including activity milestones,
Cabinet report backs in 2023 and beyond, and goals for portfolio-wide performance indicators.

Readiness to scale up portfolio governance and management

41. MFAT has created a new structure to govern and manage its climate finance portfolio that
builds on existing decision-making structures and adds a new Climate Portfolio Steering
Group (‘the Steering Group’). The Unit considers that the structure is fit for purpose to ensure
the commitment is spent and will help MFAT to manage delivery and assess progress towards
the outcomes of the Strategy.

42. The Steering/Group is well equipped to manage delivery of the 2022-25 commitment. It has
a multi-stage process in place to review activities and to ensure they align with the Strategy
and that overall spending balances across the different outcomes. Activity owners report that
the Steering Group provides useful, unique input and is not just an extra step in the process.

43. A strong portfolio management function provides a high standard of support to the Steering
Group and to the business units responsible for developing activities. MFAT considers its key
delivery risk to be hiring to support this function. It is currently hiring for several positions to
provide specialist expertise and develop business cases and can use its departmental funding
to backfill gaps with external expertise in the interim. The Unit assesses MFAT’s actions are
appropriate for ensuring it has the capacity it needs.

Readiness to identify and deliver enough activities to spend the $1.3bn commitment

44. The Unit considers that MFAT can develop enough activities to spend the commitment.
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45. As at September 2022, $813m (62% of the $1.3bn) has been approved or endorsed for
specific activities, including $392m (30%) in activities that have been approved and are in
implementation (mostly delivered directly by MFAT) and $421m (32%) in activities endorsed
by the Steering Group in some form but pending final approval.

46. This leaves around $487m of activities to be identified (Figure 3). This is achievable, especially
as most of this will be spent outside the Pacific, where it is relatively easier to identify activities.
Figure 3. Total funding programmed (i.e., approved or endorsed) towards regional

spending goals
Remaining to be programmed

$500m in baseline funding
$800m in new funding
Pacific: Bilateral (Melanesia/Micronesia)
Pacific: Bilateral (Polynesia)
Pacific: Regional and multi-country

Rest of world / global

$147m (29%)
$340m (43%)
$84m (70%)
$6m (5%)

$39m (16%)

$211m (66%)

0 200 400 600 800 sm Total: $487m (37%)
Key Activity approved and in implementation Activity concept endorsed by Steering Group
Activity business case endorsed by Steering Group 7/ Activities yet to be programmed

47. To identify activities for the $500m (baseline) component of the $1.3bn, MFAT is using
‘business as usual’ Overseas Development Assistance processes. These activities tend to be
small (around $2m on average) and MFAT usually delivers these activities directly.

48. To identify activities for the $800m (new.funding) component MFAT is developing ‘anchor
investments’. These are long-term programmes that include a range of activities that
collectively contribute to a theme. Anchorinvestments are a new approach and will be critical
to delivering the Strategy. A full list of anchor investments and partner organisations is in
Attachment D.

49. MFAT is developing business cases for specific investments and can strengthen planning by:
a) identifying key milestones for'each investment that can show if implementation is off track
b) identifying performance indicators that show how the activity will contribute to outcomes

c) identifying thresholds for intervention and developing options to intervene if reporting
shows that delivery.of outcomes is off track

d) developing and approach to systematically identify areas of overlap between anchor
investments, including putting in place a portfolio-wide dependencies register

e) incorporating greater input from finance experts when developing activities to ensure they
are setup to be able to leverage other sources of finance in future, where possible.

50. MFAT advises that three anchor investments will serve as its main contingency plan for
increased investment if progress on other projects is not tracking according to plan:

a) Multilateral Agencies — MFAT would make additional contributions to multilateral funds
(e.g., the Adaptation Fund, the Global Environment Facility, and the Green Climate Fund)

b) Country Flexible Finance — MFAT would make additional grants to partner governments
to directly fund their climate change budget priorities

c) Mobilising Private Finance — MFAT would make additional contributions to international
funds that combine multiple sources and types of capital to invest in projects.

| Briefing: Stocktake of New Zealand’s International Climate Finance commitments DPMC-2022/23-406

DPMC: 4637101 Page 7 of 15

=NrCONMDENCE—
sgrhsifik 2022-12-13 16:16:49



51. Increasing funding to Multilateral Agencies is straightforward. However, there is a risk that the
Country Flexible Finance and Mobilising Private Finance are not ready to scale up funding if
a contingency plan needs to be activated. These investments are primarily delivered by other
organisations and the approach is relatively untested for MFAT. Business cases should clearly
identify what needs to be in place, by when, to receive increased funding, and the portfolio
plan should include explicit check-ins to assess readiness to receive increased funding.

Readiness to engage delivery partners amidst increased demands on their capacity

52. The Unit spoke with a selection of MFAT’s partners that have been contracted to provide
services and/or have co-designed and co-delivered activities with MFAT. Overall, MFAT has
good relationships with key partners and its approach to engaging partners early to develop
activities together has improved its overall readiness.

53. Partners were unanimously positive about MFAT, with some referring to MFAT’s/practices as
“gold standard” relative to other governments and multilaterals, citing MFAT’s willingness to
listen, build trusting relationships, and take onboard partners’ input when developing ‘activities.

54. Partners expressed confidence in their ability to scale up but cited hiring staff as the main
delivery risk, noting that it can take six to 12 months to hire and onboard staff in the Pacific.
To ensure it has visibility over whether partners are on track MEAT will need to identify the
right milestones for each activity including partners’ progress in hiring key staff.

55. MFAT could also consider addressing the following areas where partners report challenges:

a) Rotation of MFAT staff creates challenges: knowledge is often not passed on and time is
lost during onboarding. MFAT outsourcing parts of its internal processes, such as business
case writing, exacerbates these challenges — for example, the authors of a business case
or monitoring plan may not be in the organisation‘once it is being implemented.

b) Partners report that the three-year funding period of MFAT’s International Development
Cooperation funding is an improvement.on'the previous practice of one-year periods but
that three years is not long enough to provide the level of certainty that can support longer-
term, higher-impact projects that-build capability and capacity. Partners report limiting the
nature of the activities they propose to MFAT as a result of the limited funding periods.
MFAT will support MFA to provide advice to Cabinet in December on this topic.

c) Partners value co-design but report that it creates high demand on resources, and that it
is difficult to plannwhen.to scale up their capacity without visibility over when the activities
they co-design will be approved and contracted. This can delay delivery in projects where
the implementation phase begins with a lengthy hiring process.

Readiness to scale'up monitoring, evaluation, research and learning (MERL) activities

56. The 2022-25 commitment will be the first time MFAT has created a MERL framework at the
scale of an entire portfolio. The Unit considers that more work is needed at both the activity
level and the portfolio level for MFAT to show readiness for MERL activities.

MERL at the level of individual activities

57. In addition to the milestones and performance indicators discussed above, each activity needs
a MERL framework in place to show how it will measure impact. These frameworks are not
yet finalised for the largest activities but will be developed once business cases are approved.

58. Multilateral agencies and partner governments will have the primary responsibility for MERL
for 30-40% of the commitment. MFAT should ensure that their approaches provide it with the
enough information to know whether Strategy outcomes are being delivered. If these
organisations’ approaches are not appropriate, MFAT should consider augmenting with its
own activities. It may be appropriate to elevate milestones for some anchor investments —
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such as Country Flexible Finance — into portfolio-wide reporting, where there are
dependencies across the portfolio.

59. Depending on how MFAT implements the MERL framework, there are likely to be resourcing
implications for the posts that manage activities. Some posts reported that they do not have
capacity for undertaking robust monitoring at present, prior to the increased commitment. The
Steering Group should consider these issues when it discusses the MERL framework,
including implications for the allocation of the $40m departmental funding budget.

MERL at the level of the wider climate finance portfolio

60. MFAT has set spending targets for the 2022-25 commitment but is still developing a portfolio-
wide MERL framework, including performance indicators to show progress towards outcomes.

61. The Unit expects a MERL framework would usually be in place ten months into the
commitment period. MFAT advise it is not yet in place in part because the main anchor
investments have not yet defined milestones or performance indicators and because MFAT is
taking care to get its first portfolio-wide MERL framework right and incorporate lessons from
the CCP.

62. At the portfolio level, performance indicators and the MERL framework should: show how
progress is tracking across the portfolio, including in key activities; measure activities’
collective impact in line with the outcomes and goals of the Strategy; inform senior leaders’
decisions on what activities to fund or whether to activate contingency plans, and provide for
incorporating ‘on the ground’ insights into monitoring;sparticularly in areas where qualitative
assessments are relatively more important, such as partner capability.

63. MFAT’s draft MERL framework will go to the Steering Group in December 2022 and MFAT will
then report to Cabinet on its draft approach. MFAT advise that MERL activities will be fully
embedded across the portfolio by April 2023. In the interim, the Steering Group endorse
activities based on their alignment to the goals of the Strategy. While this cannot replace an
assessment of activities’ contributions toportfolio-wide indicators, this approach should
ensure spending is aligned to outcomes at a high level.

Next steps

64. MFAT has agreed that'the‘portfolio would benefit from al review in mid-2023 to assess the
suitability of portfolio. arrangements and identify any further opportunities for improvement.
MFAT’s internal audit team could carry this out as part of its 2022-23 work programme.
Alternatively, MFAT-could . commission external reviewers.

Treaty of Waitangi considerations and te ao Maori perspective

65. Treaty of Waitangi. considerations and a te ao Maori perspective were not specifically
canvassed for this stocktake as its primary focus is on activities outside of New Zealand.

Financial implications

66. There are no financial implications arising from this paper.

Consultation

67. MFAT was involved in the preparation of this report and MFAT and The Treasury were
consulted on the Report itself.
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Attachment A
Implementation Unit: Scope

New Zealand’s climate finance commitments

Commissioning Agent: Deputy Prime Minister
Commission to: Implementation Unit, DPMC
Commission: To deliver a stocktake of the Ministry of Foreign Affairs and Trade’s

(MFAT) delivery of New Zealand’s 2019-2022 global climate finance
commitment and its readiness to deliver on the 2022-2025 commitment.
Background

In 2018, the Government increased New Zealand’s global climate finance commitment to'$300m over
four years (‘the 2019-2022 commitment’). In 2021, the Government committed to providing $1.:3bn
between 2022 and 2025 (‘the 2022-2025 commitment’) comprising $500m from existing baselines,
$800m in new funding from Budget 2022’s Climate Emergency Response Fund, and $40m for
departmental costs.

The commitments are delivered primarily through New Zealand’s International'Development Cooperation
Programme and fund a range of delivery partners to undertake specific activities, including New Zealand
government agencies, regional and multilateral organisations; partner governments, non-government
organisations, and the private sector.

Areas of Focus

1. Assess the status of delivery of the 2019-2022 commitment, including disbursal of funding and
delivery of key outputs
2. Assess the readiness of MFAT to deliver the 2022-2025 commitment, focussing on:
¢ the feasibility of growing the pipeline of investable activities

o MFAT’s progress in building portfolio management capacity to develop and process a higher
volume of business cases, investment decisions, and contracts

¢ the capacity of the ‘ecosystem of delivery partners to deliver activities

o MFAT's readinéss to.scale up its monitoring and evaluation activities and to incorporate
findings into.ongeing portfolio management

3. Identify any significant risks or barriers to delivery, and whether any adjustments would
support successful delivery of the 2022-2025 commitment.

Parties

The Unit will work with relevant senior leaders and working teams within MFAT, including staff at post
where relevant. As needed and where appropriate, the Unit may work with MFAT to engage partners
involved in delivering specific activities.

Timeframe

The Unit will report to the Deputy Prime Minister by 20 October 2022. The Unit will also report to the
Deputy Prime Minister as part of its regular reporting.

Hon Grant Robertson
Deputy Prime Minister
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Attachment C: Climate portfolio plan on a page

Scaling up » Normalising Continuation? >
2022 2023 2024
Funding ’Commitment starts . New funding starts ’ Mainstreaming climate ’ Next triennium baseline ’ New Triennium/
finance approaches planning starts baseline allocation
@ sustainable funding @ LastBudgetprocess ¢ Last Budget before e Last Budget before end of
paper to Cabinet before potential scale potential scale down commitment period for
down to secure decision sustainable funding
sustainable funding
@ Strategy commissioned _ @ Strategy launched
Strategy @Strategv operationalised @Strategv mainstreamed
’Evaluation core ’ Baselining 4. Formative evaluation ' ’ Evaluation
components to ‘Climate change programme ends :
Evaluation steering group € Climate Change @ climate ¢
Programme Formative
evaluation
@ DPMC stocktake @ Internal audit assessment and assurance planning
<) Engage with OAG and Audit NZ
Assurance @ DAC Peer review - Climate @DAC Peer review - released
finance focus area )
@ Report back to Cabinet Any other specific report
(December 2022) backs to Cabinet
’Scale-down decision if new
Options for commitment funding not secured
late ’ Establish late investment rela . Enact late investment options (e.g. multilaterals, country
investment country flexible finance, mob flexible finance, mobilising finance investment, regional
regional agencies) agencies)
Estimates: ‘ \” Next triennium baseline planning @ New Triennium/ baseline allocation
Baseline .
$500m Actuals: $160m
Indicatively commit i mmit {cumulative) Indicatively commit (cumulative) Indicatively commit (cumulative)
568_0m 00m >$8_00m _ _ >5$800m
Estimates: Approved (within committed) (cumulative) Approved (cumulative) Approved (cumulative)
New $800m $300m $750m | 1] >$800m | 1] >$800m
Actual (within approved) Actual (cumulative) Actual (cumulative) Actual (cumulative)
S$35m $200m to S300m $400m to $600m S800m
PIF Election B PIF PIF
Events COP CHOGM - Samoa cop cop

Briefing: Stocktake of New Zealand’s International Climate Finance commitments DPMC-2022/23-406

FN-CONFBENCE

DPMC: 4637101 Page 14 of 15

sgrhsifik 2022-12-13 16:16:49






NGO Bafi=0 E
CPC-22-MIN-0045

Cabinet Priorities
Committee

Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Implementation Unit: Work Programme to 30 June 2023

Portfolio Deputy Prime Minister

On 6 December 2022, the Cabinet Priorities Committee (CPC):

1 noted that in July 2022, CPC noted that the Deputy Prime Minister will'bring a proposed
Implementation Unit (the Unit) workplan for the first half of 2023 to the Committee in
December 2022 [CPC-22-MIN-0021];

2 noted that the Unit will undertake follow-on work or assignments already agreed across the
following programmes: emergency housing, health reforms, suicide prevention, follow-up
from the year three stocktake of the 2019 Budget Mental Health and Addiction Package, the
Agricultural Emissions Pricing Scheme, Three Waters reform, and the Immigration
Rebalance;

3 noted that a readiness assessment for the Income Insurance Scheme should take place in
May to June 2024 as the Scheme will not:become operational until April 2025;

4 agreed to the following new assignments and their initial scope being added to the Unit’s
work programme for the first half of 2023:

4.1 Public Housing Register, which would involve a stocktake of the Public Housing
Register to identify how an applicant’s housing need is assessed (i.e. how is a
household added to the register), and then, which households are placed off the
register; and could also consider the operational practices that underpin the
application of the Social Allocation System;

4.2 Carbon Neutral Government Programme (CNGP): a second stocktake of progress of
delivery of the CNGP given tranche one agencies will have delivered their emissions
reductions plans in December 2022;

4.3 Te Pukenga: a stocktake of progress in establishing a new operating model for the
new entity focussing on some of the following areas:

43.1 information technology systems integration progress and planning;
432 suitability of management and governance capability and structures;
433 identifying any key barriers to success;

434 plans to ensure ongoing financial sustainability;
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4.3.5 progress towards integrating work-based, campus-based, and online
delivery, including retaining and improving employer engagement;

5 noted that the Implementation Unit has recently delivered briefings (attached to the
submission under CPC-22-SUB-0045) to the Deputy Prime Minister on:

5.1 a stocktake of implementation readiness for scaling up the Government Investment
in Decarbonising Industry Fund;

5.2 a deep dive review into the projects in the Mental Health Infrastructure Programme;

53 a stocktake on New Zealand’s International Climate Finance Commitments.

Jenny Vickers
Committee Secretary

Present:

Rt Hon Jacinda Ardern (Chair)
Hon Grant Robertson
Hon Kelvin Davis

Hon Dr Megan Woods
Hon Carmel Sepuloni
Hon Andrew Little
Hon Poto Williams
Hon Damien O'Connor
Hon Stuart Nash

Hon Jan Tinetti

Hon Michael Wood
Hon Kiri Allan

sgrhsifjik 2022-12-13 16:16:51

Officials present from:

Office of the Prime Minister

Department of the Prime Minister and Cabinet
Officials Committee for CPC
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Cabinet

CAB-22-MIN-0563

Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Report of the Cabinet Priorities Committee: Period Ended 9 Dece r

2022
On 12 December 2022, Cabinet made the following decisions on the work of 1 orities
Committee for the period ended 9 December 2022:

CONFIRMED

CPC-22-MIN-0045

hel Hayward
ecretary of the Cabinet
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