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Foreword

Why review the Government’s approach to the first emissions
reduction plan?

The complexity and scale of climate change present profound policy challenges for every
government that decides to take them seriously. Key among them is the need for joined-up
policies that cut across different sectors, the division of responsibilities between central and local
government and Treaty of Waitangi obligations. The policies need to be joined up not just in the
immediate term but over time. It is a challenge that raises so many questions.

How can emissions mitigation policies complement, rather than undermine, one another? How
should the balance be struck between maximising emissions reductions in the short term and
setting ourselves up for a sustainable emissions reduction trajectory over the longer term?

Before specific policy choices in specific sectors can be confronted, there are fundamental questions
to ask about the way the jigsaw of any climate response plan can fit together. Can the pieces be
coherently laid out? Are ministers and officials organised in a way that enables that? The pulling
together of the first whole-of-government emissions reduction plan (ERP) under the Climate
Change Response Act 2002 was a complex business that will be repeated many times. For that
reason, we should learn what we can from this first attempt.

Pakau pennigera




Foreword

Much has already been said about the content of the ERP. In 2022, the Environment Committee
completed a review of the plan’s content.” In 2024, He Pou a Rangi Climate Change Commission
(the Commission) will begin reporting on implementation of the ERP and progress towards meeting
the first emissions budgets.

Rather than cover the same ground, | have set out to understand what can be learnt from the way
the first ERP was assembled. What worked well and should be repeated? What could be improved
when assembling future plans? What kinds of direction do ministers need to provide to officials?
How can the advice provided to decision makers be improved? What are the hard questions that
ministers should be asking of officials?

| was interested to consider how the development of the first ERP was framed and then executed.
This led me to examine the following matters:

e the framing of the process

e the approach taken by agencies, singularly and jointly

e the coherence of the advice ultimately provided by agencies

e |eadership by ministers and senior officials

e collaboration and coordination among agencies contributing to the ERP
e support and resourcing

e the adequacy of the modelling undertaken by agencies

e consultation and engagement with iwi and Maori.

The role played by the Commission in providing advice to the Government, including advice directly
relevant to the ERP, must be acknowledged. But given that the scope of the Commission’s role is
set in legislation, | have not reviewed how the Commission performed its role. That role has been
determined for it. | have, however, looked at how the Commission’s advice influenced the way the
Government went about devising its ERP.

In embarking on this review, | started from the premise that a task of this magnitude, performed
for the first time, would involve a significant element of learning by doing. Even the best-laid
processes would be found wanting in places — all the more so when the task was being conducted
in the middle of a pandemic.

Officials worked on the development of ERP under particularly trying circumstances. They did what
they were asked to do diligently under considerable pressure. As | note in the following pages,
when ministers communicated their ambitions clearly, most agencies delivered advice of some
quality. Ultimately, officials were able to provide ministers — and New Zealand — with reasonable
confidence that the actions contained in the first ERP could plausibly meet our first emissions
budget.

There is, however, significant room for improvement in the way that both ministers and senior
officials approached the task. My primary concern is that the process for pulling together the
emissions reduction plan lacked coherence. This must not be repeated.

" Environment Committee, 2022.



Rather than criticism for the sake of it, | have been motivated by a desire to improve:
e the process for producing future ERPs

e parliamentarians’ understanding of the ERP and the process that generated it

e the basis on which ministers make decisions that are then reflected in the ERP

e the coherence of future ERPs.

My overall objective is to help ensure that for future ERPs there is a consistent and robust process
regardless of who is in government. It is essential that the process for producing ERPs caters for
the inevitably divergent political perspectives and personalities of future governments. | believe
ERPs will be better able to do that if some key questions are posed right at the outset. They are
guestions that any government should be able to address regardless of its ideological inclinations.
They are questions that the public service should proactively provide advice on. These are spelt out
in my first, and most important, recommendation.

Finally, | want to acknowledge that the policy context has moved on since the first ERP was

pulled together. Ministers and officials continue to reflect on what worked well and what

could be improved. One promising improvement is the intention of the Climate Change Chief
Executives Board to produce a strategic framework for climate mitigation. | hope that my first
recommendation can contribute to a framework that any minister involved in future ERPs could use
to structure their thinking and ultimately their decisions. It should also serve as a guide to officials
about the advice they will need to provide proactively to ministers to support the ERP process.

Simon Upton
Parliamentary Commissioner for the Environment

He Kaitiaki Taiao a Te Whare Paremata
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Background and context

How this review was undertaken
This review draws on three types of evidence.

Firstly, it draws on the extensive documentary record that was produced in putting together the
first emissions reduction plan (ERP). This includes briefings to ministers and cabinet papers — some
of which are in the public domain in redacted form together with many which are not. It also
includes a wider variety of documents: for example, meeting agendas, slide packs, internal memos
and guidance provided to agencies. Drafts of the ERP itself were another part of this record.

Secondly, it draws on a much smaller documentary record that attempts to retrospectively make
sense of the ERP process. This includes an internal ‘lessons learnt’ process undertaken by officials
involved. It also includes an external review by a former senior public servant that takes account of
the insights of officials, ministers and political advisors.

Thirdly, it draws on dozens of interviews with those involved in the process first hand. A wide range
of officials was consulted, from advisors involved in policy work to chief executives directly advising
their minister, as well as the then Prime Minister and a handful of key ministers and political
advisors. The ministers, chief executives and agencies engaged with are listed in the appendix.



1 Background and context

From a documentary standpoint, this third tranche of evidence has been essential. It is widely
recognised that there has been a general thinning in the amount of formal written advice provided
across the public sector.” The process for putting together the ERP appears to have been no
different. It was remarked that, in addition to written advice, ministers received significant back-
pocket, oral advice that did not make it into written documents.?

Based on these documents and conversations, an attempt was made to generate a reasonable view
of what worked well and what worked less well. The reasonableness of those views was tested
with some of those involved in the process. The Commissioner’s judgements remain his own.

What is an emissions reduction plan?

In simple terms, an emissions reduction plan (ERP) is what it sounds like: a plan for reducing (or
mitigating) New Zealand's greenhouse gas emissions.

ERPs are one component of New Zealand’s broader climate policy system. They respond to

the widely recognised need to transition to a low-emissions economy. Meanwhile, a national
adaptation plan deals with the need to adapt to the effects of climate change (such as sea-level
rise). Both plans recognise that mitigation and adaptation policies should be aligned, support one
another and form, with other policy and regulatory settings, a coherent whole.

The Government is required to produce ERPs by the Climate Change Response Act 2002 (as
amended by the Climate Change Response (Zero Carbon) Amendment Act 2019). The Climate
Change Response Act mandates both a minimum level of content and certain steps that are to
be followed when each ERP is prepared. It also sets out a process for setting emissions budgets.
Emissions budgets set a limit on the amount of greenhouse gas emissions allowed over a given
period (typically five years).

More detail on the Climate Change Response Act and its requirements for ERPs and emissions
budgets is provided in chapter two.

The first emissions reduction plan

The first ERP lays out a whole-of-government approach for mitigating New Zealand's greenhouse
gas emissions. Technically, the ERP consists of two documents: Te hau marohi ki anamata — Towards
a productive, sustainable and inclusive economy: Aotearoa New Zealand’s first emissions reduction
plan and Aotearoa New Zealand'’s first emissions reduction plan: Table of actions.>*

These documents include detail on planned actions, but also stray into the world of strategies,
which might be thought to be something that should precede any action plan. The ERP contains
actions the Government is already undertaking and actions that it will undertake, including the
development of additional actions and strategies.

' This is consistent with general commentary on the state of free and frank advice in the public sector. For example, the
Public Service Commissioner recently stated that free and frank advice is “much more real-time, much more oral these
days”. See https://businessdesk.co.nz/article/public-sector/free-frank-and-political-advice-the-state-of-the-public-service.

2 Interestingly, other officials — perhaps more defensively — were of the view that that all major advice was well
documented.

3 New Zealand Government, 2022b.
4 MfE, 2022b.



The main ERP document contains three parts:

1. adiscussion of the principles that underpin the plan (playing our part; empowering Maori;
equitable transition; working with nature; a productive, sustainable and inclusive economy)

2. plans for “system settings” (emissions pricing; funding and finance; planning and
infrastructure; research, science, innovation and technology; circular economy and bioeconomy)

3. plans for seven “sectors” (transport; energy and industry; building and construction;
agriculture; forestry; waste; fluorinated gases).

To better understand how Maori may be impacted, specific considerations are integrated
within each of the plans above. A separate chapter was also developed to house Maori-specific
components of the ERP and provide a summary of the rest.

The accompanying table of actions contains detail on:

e actions for delivery

e proposed outputs

e atimeline for delivering each action

e alead agency for delivering each action (as well as any other agencies that may be involved)
e key stakeholders and partners.

The two documents that together constitute the first ERP are supported by two additional
documents. The first of these provides a recommendation-by-recommendation response to the
Commission’s advice.> The second provides technical detail, including on modelling.®

Implementation and monitoring of the first emissions
reduction plan

The first ERP was released in May 2022.

In April 2023, the ERP was supplemented by a whole-of-government implementation plan.” Some
individual agencies have also produced (or are working on) agency-specific implementation plans.

The Government retains the ability to review and amend its ERPs if it chooses.® The capacity to
modify existing policies or add new policies allows for the management of uncertainties and risks,
including those surrounding the effectiveness of policy actions.

A Climate Change Chief Executives Board (an interdepartmental executive board) has been formally
established under the Public Service Act 2020 to play a key role in monitoring implementation of
the plan and remaining alert to the need to adapt when circumstances demand.

See MfE, 2022c.

See MfE, 2022d.

See MfE, 2023.

Climate Change Response Act s 5ZI(3).
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1 Background and context

Additionally, He Pou a Rangi Climate Change Commission (the Commission) has two legislated
monitoring and reporting functions. Firstly, it is required to undertake annual reviews of the
progress of each ERP.? The first of these annual reviews is scheduled to be released in mid-2024,
following the release of the New Zealand Greenhouse Gas Inventory report.’® Secondly, at the
end of each emissions budget period the Commission is required to evaluate the progress made
towards meeting the emissions budget." The first end-of-budget progress report is due in 2027,
again timed to coincide with the release of the greenhouse gas inventory report.'

The second emissions reduction plan

According to the Climate Change Response Act, the second ERP must be released by December
2024. Subsequent ERPs must be published every five years, roughly aligned with the process for
setting emissions budgets.

The Commission released its draft advice for the second ERP in April 2023." It consulted on its draft
advice from 26 April to 20 June 2023. The statutory deadline for delivery of its final advice to the
Minister of Climate Change is 31 December 2023. This advice must be considered by the Minister
of Climate Change in preparing the second ERP.™

 Climate Change Response Act s 5ZK(1) and (2).

10 See https:/Awww.climatecommission.govt.nz/our-work/our-upcoming-work.
" Climate Change Response Act s 5ZL(1).

12 See https://www.climatecommission.govt.nz/our-work/our-upcoming-work.
3 Commission, 2023.

4 Climate Change Response Act s 5ZI(1)(a).
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Process for producing the first emissions
reduction plan

The statutory basis and process for producing an emissions
reduction plan

The Climate Change Response Act 2002 provides New Zealand with a procedural and institutional
framework for transitioning to a low-emissions economy. Among other things, it sets a long-term
target, requires the setting of shorter-term emissions budgets, sets out roles and responsibilities for
various ministers and agencies, provides for tools to mitigate emissions (including the New Zealand
Emissions Trading Scheme (NZ ETS)) and requires the preparation of emissions reduction plans
(ERPs).

The broader objective of the emissions reduction framework is to contribute to meeting New
Zealand's international obligations to assist global efforts to limit the global average temperature
increase to 1.5 °C above pre-industrial levels. The target comprises two components:

e all greenhouse gases (other than biogenic methane) to reach net zero by 2050

e emissions of biogenic methane to be reduced by at least 10% below 2017 levels by 2030 and a
reduction of at least 24-47% below 2017 levels by 2050.



2 Process for producing the first emissions reduction plan

The legislative framework for emissions reductions sets out the pathway for achieving the target
by way of emissions budgets and ERPs. Emissions budgets set a limit on the amount of greenhouse
gas emissions within a given period. With the exception of the first budget, each emissions budget
covers a period of five years. These budgets have been described as “stepping stones” towards a
legislated, long-term target." At all times there must be three emissions budgets in place — one for
the current five-year period and one prospective budget for each of the following two five-year
periods.

He Pou a Rangi Climate Change Commission (the Commission) must provide advice on the size of
emissions budgets and on how each budget may realistically be met.? In preparing its advice, the
Commission must have regard to, among other things:

e the key opportunities for emissions reductions and removals

e what is technically and economically achievable

e existing technology

e anticipated technological developments

e the results of public consultation.?

The Commission is also required to undertake public consultation.*

The Minister of Climate Change must set and notify the emissions budgets and in doing so must
respond publicly to the advice provided by the Commission. If the minister proposes an emissions
budget that deviates from the quantum advised by the Commission, the response must explain the
reasons for this.

How an emissions budget is to be met is set out in an ERP. The Minister of Climate Change is
required to “prepare and make publicly available a plan setting out the policies and strategies for
meeting the relevant emissions budget” (i.e. an ERP).> The plan must include:

e sector-specific policies

e a multi-sector strategy to meet emissions budgets

e astrategy to mitigate the impacts that reducing emissions and increasing removals will have on
employees and employers, regions, iwi and Maori, and wider communities.®

The Minister of Climate Change may include in the plan any “other policies or strategies”
considered necessary. The minister may also “include in the plan policies and strategies for meeting
any emissions budgets ... for the 2 emissions budget periods after that”.”

Prior to the start of a new emissions budget period, the minister must publish a new plan that
replaces the previous plan.

' See PCE, 2017, 2018.

2 Climate Change Response Act s 5ZA(1).
3 Climate Change Response Act s 52C(2).
4 Climate Change Response Act s 5N.

> Climate Change Response Act s 57G.

& Climate Change Response Act s 5ZG.

7 Climate Change Response Act s 57G.



The broad process for preparing an ERP is also set out in the Climate Change Response Act. It
requires two key steps.

1. The Commission “must provide to the Minister advice on the direction of the policy required
in the emissions reduction plan”. It must do so no later than 24 months before the start of the
relevant emissions budget period. In providing that advice, the Commission must consider the
same matters as it did when it was advising on emissions budgets.® Before it finalises its advice,
the Commission is required to undertake public consultation.®

2. The Minister of Climate Change must prepare “a plan and supporting policies and strategies
for an emissions budget period” (i.e. an ERP) at least 12 months before the commencement
of the budget period. In setting the plan, the minister is only required to “consider” the
Commission’s advice and ensure that consultation has been adequate.™

Unlike emissions budgets, there is no requirement for the minister to explain any deviation from the
Commission’s advice on ERPs.

Figure 2.1 provides a summary of the Climate Change Response Act’s architecture with respect to
targets, emissions budgets and ERPs.
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targets Interim targets that step The policies and strategies to The strategies and policies to help

By 2050: towards 2050 achieve the emissions budgets us understand and respond to

o climate change risks
Long-lived greenhouse gas S

emissions are net zero

(K X X

||III| e

Biogenic methane emissions are
24-47% below 2017 levels

The Climate Change Commission provides independent, expert advice to the government by:

Reviewing Aotearoa
New Zealand’s emissions targets Recommending emissions
every five years or at the request of | budgets every five years
the Minister of Climate Change

Undertaking national climate

Advising on the polic
E s change risk assessments, and

reviewing and monitoring

reduction plans

national adaptation plans

i
I

i

i

|

| . : PN

| direction of emissions
|

i

|

I

I

I

Source: MfE, 2021j, p.9

Figure 2.1: The Zero Carbon Framework, as established by the Climate Change Response Act.

8 Climate Change Response Act s 5ZH. These requirements are set out in s 52C(2).
° Climate Change Response Act s 5N.
10 Climate Change Response Act s 5ZI(1).




2 Process for producing the first emissions reduction plan

Some reflections on the Climate Change Response Act 2002

The Government is required to produce both emissions reduction plans and national adaptation
plans. The two plans obviously need to be coherent with one another but that is not something
required by the legislation.

The statutory process is clear in terms of a broad timeline for delivery.

The Commission is required to produce certain pieces of advice; the Government is then required
to make decisions and produce certain documents. What is envisaged is a mechanical process that
repeats itself in cycles. In general, the onus is on the Commission to demonstrate that its proposed
budget is achievable. The onus is on the Government to demonstrate that its planned actions will
plausibly deliver an emissions outcome that matches its emissions budget.

While the statute sets deadlines, it is silent on when the Government should begin the process

for pulling together an ERP. This makes some sense. The time between the delivery of the
Commission’s advice and the decisions required by the Government is too abbreviated for the
Government to begin its policy work after receiving the Commission’s advice. What appears on the
face of the statute to be a linear process could be — or should be — much more iterative and parallel
than the delivery timeline suggests.

The detail of what is required by the statute (advice, decisions and documents) is at the same time
prescriptive and flexible. For example, the statute requires a given ERP to be sufficient to meet the
next emissions budget; but it also allows it to look out towards the next two budget periods. The
former invites specific policy initiatives aimed at directly and immediately reducing emissions; the
latter invites both specific policies and general strategies that prepare the way for future reductions.

The Government could stick to the exact requirements of the statute and focus exclusively on
the next budget. Or it could take advantage of the flexibility offered by the statute to consciously
prepare the foundations for future budgets.”” The decision whether or not to venture beyond the
next budget itself calls for an active decision about the purpose, scope and focus of any given
emissions reduction plan.

A final point. Though the statutory process presents itself as a repetitive one out to 2050, the first
cycle (advice, decision making and the production of documents) is fundamentally different from
later cycles. It is different in terms of what is required, the timing of those requirements and the
policy context of those requirements. In particular, the first cycle:

e set three emissions budgets (whereas future cycles will only set one new emissions budget and
potentially tweak the forthcoming two budgets)

e set the emissions budget for a plan that was to be published forthwith (whereas future cycles
will set the emissions budget for a plan that will be published 10 years later)

e published a plan for the first time (whereas future cycles will publish a plan against the context
of one or more existing plans).

" There is also implicit flexibility offered in that the Government could look out all the way to 2050.



This last point is worth emphasising. For the first cycle, the Government had to come to terms

with the purpose, scope and focus of its ERP. For the first cycle, the Commission’s advice had to be
anticipatory and proactive. It was anticipatory in the sense that the Government had not yet agreed
to the first emissions budget. It was proactive in the sense that it was advising on the direction

of policy against a relatively unstructured policy landscape. The Government already had a wide
variety of climate policies, including the NZ ETS. Although it already had a Climate Action Plan (its
response to the Productivity Commission’s report on a low-emissions economy), that document
lacked both the legislative context (for example, an emissions budget) and specific requirements
(for example, a cross-sector strategy) of an ERP."?

Unsurprisingly, the Commission’s draft advice for the second ERP appears to be more reactive (given
the existence of the first plan) and corrective (given the fact that there is now a predetermined
emissions budget in place).” The Commission is now rightly responding to the consequences of the
policy choices made for the first ERP.

The roles and responsibilities of key players

The Climate Change Response Act identifies only two actors in the preparation of ERPs:

e the Climate Change Commission, which provides advice on the direction of the policy required
e the Minister of Climate Change, who must prepare the ERP and make it publicly available.

In reality, preparing such a plan involves a very large number of individuals and organisations.
Reducing emissions cuts across the functioning and regulation of every sector of the economy.
Even a very bare-bones plan (for instance, one that relied largely on a single policy instrument like
the NZ ETS) would run up against a wide range of regulatory codes that have been shaped by a
century’s reliance on fossil fuels. A wide range of ministers and the agencies who advise them will
be implicated whether they like it or not. The need to coordinate between them all adds further
players to the field.

This section provides a summary of the roles and responsibilities of key players. What those key
players did is covered in the following section.

Ministerial roles and responsibilities

e The Climate Response Ministerial Group (CRMG), established in March 2021, was the key
ministerial forum directing New Zealand's climate change programme. The role of the group
was to surface and steer issues, consolidate priorities, coordinate and provide direction. The
group included a wide range of ministers making up most of the Cabinet.'

e The Prime Minister was the Chair of the CRMG and had responsibility for governance and
management of New Zealand'’s climate change programme.

12 See New Zealand Government, 2019; New Zealand Productivity Commission, 2018.
1> Commission, 2023.

4 Initial membership of this group included: Rt Hon Jacinda Ardern, Prime Minister (Chair); Hon James Shaw, Minister of
Climate Change (Deputy Chair); Hon Grant Robertson, Minister of Finance and Minister for Infrastructure; Hon Nanaia
Mahuta, Minister of Foreign Affairs and Minister of Local Government; Hon Dr Megan Woods, Minister of Energy; Hon
Michael Wood, Minister of Transport; Hon Damien O'Connor, Minister of Agriculture; Hon David Parker, Minister for the
Environment; and Hon Stuart Nash, Minister of Forestry. The original membership did not cover all parts of the ERP. The
intention was that ministers would be invited for specific meetings and agenda items (MfE, pers. comm., 6 June 2023).




2 Process for producing the first emissions reduction plan

The Minister of Climate Change was the Deputy Chair of the CRMG. The minister has
the statutory duty to set emissions budgets, prepare and publish ERPs and ensure emissions
budgets are met.

The Minister of Finance was the lead budget minister, overseeing the budget process,
including funding decisions made through the Climate Emergency Response Fund (CERF).

Portfolio ministers were responsible for developing climate policies within their portfolios and
collectively deciding on cross-sectoral climate policies as members of the CRMG.

Cabinet was the formal executive decision-making body. Its responsibilities included approving
the scope, process and timeframes for the ERP process, as well as approving final policy
decisions.

Agency roles and responsibilities

Ministry for the Environment (MfE) is the lead agency for climate change. The Secretary
for the Environment and Chief Executive of MfE was the Chair of the Climate Change Chief
Executives Board (the board). MfE’s key responsibility was to coordinate, develop and publish
the ERP. This responsibility extended to developing the strategy to mitigate impacts that
emissions reductions will have on iwi and Maori, and ensuring that consultation with iwi and
Maori was adequate.

Sector agencies developed climate policy for their sectors. Sector agencies contributed
to cross-agency advice, including to the board. Agencies were to consult with iwi, local
government and stakeholders. Key agencies included the Ministry of Business, Innovation and
Employment (MBIE), Ministry for Primary Industries (MPI), Ministry of Transport (MoT) and MfE.

Department of the Prime Minister and Cabinet provided independent advice to the Prime
Minister on the ERP and climate policies through its Policy Advisory Group. The Policy Advisory
Group contributed to officials’ processes as required.

The Treasury was the lead agency for economic and fiscal advice. The role of the Treasury was
to provide advice on budget initiatives, including those relating to the CERF. This role extended
to providing second-opinion advice on the economic and fiscal implications of climate policies.
The Treasury also played a role as a central agency and regulatory steward.

Te Arawhiti provided advice on the Treaty of Waitangi and engagement with Maori on a needs
basis.



Interagency forums

¢ The Climate Change Chief Executives Board was a key pre-existing interagency forum for
climate policy.™ Its role was to provide collective strategic leadership to agencies, provide advice
to ministers and identify policies that enable system-wide benefits.'®'” An interagency deputy
chief executives group also met regularly, usually ahead of the board’s meetings, to discuss key
issues.

e The interagency directors group (established in February 2020) was a key interagency
decision-making forum.'® The membership of the group was more select than working-level
groups.' The group had three roles: directing and steering the process; overseeing whole-of-
government advice; and overall stewardship of the strategic direction of the ERP.

e The interagency officials group (established 29 January 2020) coordinated and collated
the contributions of agencies to ensure consistency of the process.?’ The group was regularly
attended by many officials, including chapter leads who contributed directly and indirectly to
the ERP. The group did not make policy-facing decisions.

e The interagency climate change data and modelling group (established 13 February 2020)
was the key forum for technical discussions aimed at improving data, evidence, quantification
and modelling. The group was largely attended by technical experts from agencies contributing
to the ERP.?!

All the interagency forums were led by MfE at its respective levels. An underlying issue for whole-
of-government policy documents, such as an ERP, is the need to build a suitable horizontal structure
across government systems.

Independent advice

e He Pou a Rangi Climate Change Commission provided independent advice to the Minister
of Climate Change on emissions budgets and ERPs.

 lhirangi (operational arm of Pou Take Ahuarangi — the National lwi Chairs Forum climate pou)
provided advice on the content for the Maori chapter. Ihirangi provided support to MfE on
climate priorities for te ao Maori.

15 Establishment of the board preceded the process for putting together ERP1. The first board meeting focused on the first
ERP was held on 11 March 2020 (MfE, pers. comm., 6 June 2023).

e Membership of the board from its first ERP-focused meeting included: MfE, MoT, the Treasury, MBIE, MPI, Energy
Efficiency and Conservation Authority, Department of Conservation, Land Information New Zealand, Ministry of Foreign
Affairs and Trade, Department of Internal Affairs and the Commission (MfE, pers. comm., 6 June 2023).

7 In July 2022 (following the publication of ERP1), the board was formalised as an interdepartmental executive board under
the Public Service Act 2020. This modified the legal status of the board, changed the accountability of the chief executives
who were members and allowed for the creation of an independent secretariat. Formalisation as an interdepartmental
executive board was also accompanied by an expansion in its role.

'8 Prior to February 2020, the directors group existed informally. In December 2020, the group became further formalised.

19 Initial membership of the group included: MfE, MBIE, MPI, MoT and the Treasury. Membership increased as ERP1
expanded after December 2020 (MfE, pers. comm., 6 June 2023).

20 |nitial membership of the group included: MfE, MFAT, MPI, MoT, the Treasury, MBIE, HUD, DOC, EECA and Waka Kotahi.
Other agencies were brought in to play a supporting role, including TPK and Te Arawhiti (MfE, pers. comm., 6 June 2023).

21 Initial membership of the group included: MfE, MPI, MBIE, MoT, the Treasury, Stats NZ, Environmental Protection
Authority, EECA and Waka Kotahi. The Commission was also invited to the group so everyone was kept updated on
emerging work and discussions (MfE, pers. comm., 6 June 2023).
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The actual process for producing the first emissions reduction
plan

The process for producing the first ERP took place in a context characterised not only by a
government-declared climate emergency but also by a public health crisis. The Covid-19 pandemic
disrupted not only people’s lives but the Government’s policy agenda. Climate mitigation policy was
no different. Extensions from the legally mandated timeline were provided to both the Commission
(for its advice) and the Government (for its plan).

But what did the actual process look like?

To those on the outside, government processes can often be opaque. Even to insiders, such
processes can be hard to follow. Part of the motivation for this report is to provide Parliament, and
New Zealanders in general, with a clear picture of what happened when.

To make that picture comprehensible, the process is described as a series of phases. This runs the
risk of painting the process as more orderly than it was. Inevitably, it involved a complex interplay in
which elements overlapped and the intensity of work by different agencies varied.

Figure 2.2 provides an overview of the process for producing the first ERP.

The balance of this chapter describes that process.?? With an eye to the second ERP, chapter three
provides some key findings about what went well in the first ERP process and what could have
gone better.

22 |n addition to documents produced in the course of the ERP process, this description draws on personal communications
with the board (19 October 2022; 20 March 2023), Commission (26 October 2022; 15 December 2022; 26 January 2023,
1 June 2023; 7 July 2023), DOC (28 November 2022; 29 June 2023), DPMC (12 April 2023; 28 June 2023), MBIE (16
December 2022; 30 January 2023; 8, 9, 15 and 16 February 2023; 30 May 2023; 7 July 2023), MfE (14 October 2022;
2, 8,10, 23 and 25 November 2022; 13 and 19 December 2022; 15 and 21 February 2023; 2 and 7 March 2023; 9, 24
and 25 May 2023; 6 June 2023; 7 July 2023; 21 July 2023), MoT (25 November 2022; 6 and 16 December 2022; 23
May 2023; 6 June 2023; 7 July 2023), MPI (29 November 2022; 30 May 2023; 5 July 2023; 7 July 2023; 20 July 2023), Te
Arawhiti (26 May 2023; 7 July 2023), TPK (22 December 2022; 7 July 2023) and the Treasury (2 December 2022; 8 and
20 March 2023; 7 July 2023).
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Figure 2.2: A simplified timeline of the development of the first emissions reduction plan.
Note that the process was less linear than this timeline portrays.



2 Process for producing the first emissions reduction plan

Preparing and planning

From early 2020 (just under two years out from the original statutory deadline for its release),
key agencies took part in preliminary discussions about ERP1. Early cross-agency discussions were
general and focused on raising awareness of what was happening across agencies, the broader
policy context and the kinds of actions that might be needed.

Broad strokes of interagency governance were put in place or repurposed: an interagency officials
group, an interagency climate change data and modelling group, an interagency directors group,
an interagency deputy chief executives group and the board.

MfE coordinated the development of a series of think-pieces on different sectors and themes during
this phase of the process. Their purpose was to provide a focus for agencies to work collaboratively
to explore cross-cutting areas and potential priority areas.??

Some agencies were already undertaking significant work on climate mitigation policy. For
example, MoT launched its own ERP project in March 2020. This included significant policy work,
modelling, public engagement, the release of working papers and preparation of a green paper.?*
MPI was preoccupied with the separate, but related, He Waka Eke Noa process. Some agencies
were receiving direction from their ministers and — as the year progressed — briefing their ministers.

While many agencies were preparing for the development of the ERP, work on how to frame iwi
and Maori input trailed behind and responsibility for this element of the plan was still unclear. It
would not be until final recommendations were published by the Commission that an official was
designated to lead a Méaori chapter.

At this initial phase of the process, there was a lack of clarity as to which ministers and agencies
had responsibilities for leading what. It was not until May 2021 that Cabinet approved the scope,
process, accountabilities and time frame for the ERP.2

2 MfE, pers. comm., 6 June 2023.
2 MoT, 2021.
2> Office of the Minister of Climate Change, 2021c.



"Preparation” work may have been “underway” during 2020,2° but the ambition and quality of
that preparation varied considerably. Some agencies may have been engaging with interagency
groups but it appears — at least to some agencies — that others were not proactive. Some agencies
were very transparent that not much was happening from a policy standpoint or that they were
effectively operating on the basis that existing policy settings would be sufficient. At the end of
2020, the Government declared a climate emergency and decided to establish a ministerial group
dedicated to climate issues.?”’

Towards the end of this phase of the process, two sets of advice were provided to ministers.

1. On 4 November 2020, MfE produced a briefing to the incoming Minister of Climate Change.?®
It also produced a piece of second-tier advice specifically related to its climate change work
programme.?®

2. On 9 December 2020, the first major piece of cross-agency advice was provided to the
ministers responsible for key portfolios.3%3" This joint briefing outlined the process to prepare
for the decisions required by statute for New Zealand’s first emissions budgets and ERP.3?

This second-tier advice identified an “urgent need” for a “clear position on the Cabinet approach”
to delivering the ERP.3* During this phase, the timeline for subsequent phases of the ERP process
was still subject to significant uncertainty.*3 As one agency communicated to MfE, there was
uncertainty regarding “what will be needed by when" .3

New Zealand's preparations for the United Nations Climate Change Conference UK 2021 (COP26)
(held in Glasgow in November 2021) added complexity to the ERP process. Ministers and officials
were simultaneously working on developing New Zealand’s Nationally Determined Contribution
(NDC) and its Long-term Low Emissions Development Strategy to meet New Zealand's international
commitments (from around April 2020), whilst developing the ERP to meet domestic requirements
(from the end of 2020 and the beginning of 2021). Much of the policy thinking required for all
three was similar but the outputs were different. This caused some uncertainty.

26 MfE, 2020d, p.2.

27 See https://www.beehive.govt.nz/release/climate-emergency-declaration-will-be-matched-long-term-action.
28 MfE, 2020a.

29 MfE, 2020c.

30 MfE, 2020d.

31 They comprised the Minister of Climate Change, Minister of Transport, Minister of Energy and Resources, Minister of
Agriculture, Minister of Forestry, Minister for Building and Construction and Minister for the Environment. The briefing
was also forwarded to the Minister of Finance and Minister of Conservation. (MfE, pers. comm., 6 June 2023).

32 It contained several appendices that provided a broad overview of cross-sector work, work within different sectors and
work concerning distributional impacts. Appendix 3 related to cross-sector work; appendices 4-9 related to forestry,
transport, heat, industry and power, agriculture, building, construction and waste; Appendix 10 related to distributional
impacts. See MfE, 2020d.

3 MFE, 2020c, p.3.
3 MfE, 2020b.
3 MfE, 2021d.
% MfE, 2021d, p.8.
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In the face of this, the Minister of Climate Change proposed compressing the timeline for the
publication of the ERP to align it with COP26. It appears that every single agency was extremely
concerned about the possibility of compressing the timeline. Specific concerns included impacts
on engagement and consultation, the quality of advice, the analysis of sufficiency, whole-of-
government coherency, ministerial engagement and level of detail that could be included about
specific policies.?’

Around this time, the Minister for the Environment produced a ‘big plays’ think-piece, which
canvassed several significant investment options aimed at directly reducing New Zealand'’s domestic
emissions. It was designed to catalyse Cabinet’s thinking about ambition for the NDC. It was later
repurposed as an input into the ERP process to provide some focus on the big picture.

Reacting to the Climate Change Commission’s advice

On 31 January 2021 the Commission released its draft advice.?® This document included advice

on the first three emissions budgets, as well as the direction of policy required for the first ERP.
Through February and March 2021, the Commission undertook consultation on its draft advice. On
31 May 2021, the Commission provided its final advice to the Minister of Climate Change.*°

The advice of the Commission preoccupied the work and advice of officials for much of 2021.
From this point onwards, advice from MfE and other agencies is saturated with references to the
recommendations of the Commission. This makes sense — the Commission provided substantial
and valuable advice. In quick succession, multiple pieces of advice were provided to ministers
collectively through the CRMG. For example, MfE produced advice summarising the Commission’s
draft advice,*" identifying key issues in the draft advice and communicating agencies’ responses to
its final recommendations.#*#* Sector agencies likewise provided advice directly to their portfolio
ministers.

The reaction to the Commission’s advice went beyond mere policy content. Officials from a number
of agencies recalled that the release of the Commission’s draft advice played a catalysing role.
Some officials recalled how it made the ERP seem real for the first time. For some agencies, the
Commission’s advice brought mitigation policy into focus. One official recalled that prior to the
release of the Commission’s draft advice, the development of climate policy was both concentrated
and diffuse — concentrated in the sense that it was taking place in pockets, and diffuse in the sense
that it was not connected up.

This phase of the process culminated in an increase in the tempo of cross-agency work.

For example, the frequency of interagency meetings increased and more developed project
management was put in place. Prior to this, it may have been more accurate to say that cross-
agency work was largely background work. The exact timing of this increase in intensity was
experienced differently by different agencies. But, generally, it was less pronounced in those
agencies where there was already a more proactive and even-keeled policy process.

3 MfE, 2021.

3% MBIE, 2021b.

3% Commission, 2021a.
40 Commission, 2021b.
41 MfE, 2021i.

42 MfE, 2021e.

4 MfE, 2021a.



Ministerial leadership and the establishment of the Climate Response
Ministerial Group

During this phase, ministers became more involved. The Prime Minister — alongside the Minister
of Climate Change — drove the process and provided direction to ministers and senior officials.
Direction was also provided by the Prime Minister’s Office and the Minister of Climate Change’s
office (and to a lesser extent the Minister of Finance’s office).

In between the release of the Commission’s draft and its final advice, the key ministerial forum —
the CRMG — was established. It was not treated like a regular cabinet committee and it met less
frequently than other committees over the course of the ERP#* But the establishment of the group
signalled an increase in collective ministerial oversight and acted to catalyse the resources of at least
some agencies.

Starting in mid-2021, the CRMG steered issues, weighed in on priorities and provided guidance and
instructions. It discussed a range of issues related to climate policy, including:

the Commission’s draft advice on emissions budgets and the direction of policy
e the scope and content of the ERP

e accountability for delivery of the ERP

e governance of the ERP

e consultation

e emissions budgets

e the role of the NZ ETS.

During this phase of the process, the CRMG directed agencies to prepare responses to the
Commission’s recommendations.

In practice, the core function of the board was to provide advice to the CRMG. For that reason,

it often met in advance of CRMG meetings. The board also played a role in ensuring there was
coordination across agencies and portfolios. However, the board appears not to have provided any
substantial collective direction to agencies.

Further discussion of ministerial and agency leadership is provided in chapter three.

Modelling emissions abatement and adding-up exercises

Agencies did not spend all of 2021 simply reacting to the Commission’s advice. Adding-up exercises
were a key focus for both officials and ministers and intensified the process of pulling together
ERP1. These exercises consisted of calculating the projected emissions abatement of proposed
policies (see Figure 2.3).

4 MfE provided secretariat support to the CRMG. Following formalisation of the board as an interdepartmental executive
board, the secretariat of the board replaced MfE in this role.
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Figure 2.3: Expected impact of the first emissions reduction plan on emissions over the
first three emissions budgets. Modelling results are presented for both “high policy
impact” and “low policy impact” scenarios. Similar representations were presented

to ministers and senior officials during the course of developing ERP1, at both the
sector level (benchmarked against sub-sector targets) and the whole-of-economy level
(benchmarked against emissions budgets).

By mid-2021, initial modelling of the impact of the NZ ETS provided some indication of what might
be needed from additional policies to close the gap with the first emissions budget.*> Adding

up the emissions abatement of proposed policies could then provide a sense of what additional
reductions might be needed. These exercises extended into 2022, essentially until final decisions
were made.

Most agencies had modelling capabilities for their sectors of interest and conducted their own
modelling to contribute to the ERP. Agencies identified early on the need for forward-looking
projections to assist with adding up potential emissions reductions. There was no whole-of-
economy approach due to agencies only having the ability to undertake modelling sector by sector.
The general approach to modelling focused on the impacts of policies over and above the NZ ETS,
including bringing forward abatement. This included some consideration of how policies could
impact on one another.

4 MfE, 2021b, p.7.
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The interagency climate change data and modelling group was the key interagency forum relevant
to this phase of the process. The emphasis of the group changed over time. An early focus was
cross-agency pollination and learning. Early discussions were orientated towards understanding
what information agencies had. Functioning as a community of practice, officials also discussed key
pieces of work, approaches to modelling and the assumptions that they or others were making.

A later focus of the modelling group was the alignment of modelling capabilities. The group
worked to identify cross-sector modelling issues and provided a limited number of suggestions to
agencies to manage discrepancies (for example, assumptions around population). However, the
group lacked decision-making authority so any consensus reached could be overturned by decision-
making processes internal to agencies.

A core function of the interagency directors group was focused on adding-up exercises and related
advice (including advice focused on identifying and managing uncertainties attached to these
exercises). Alongside this, the group had robust discussions on some strategic elements of the
emissions budgets and ERP. However, this appears to have been of lower priority in comparison
with the adding-up exercises (and directing the broader ERP process).

The results of the adding-up exercises were regularly communicated to ministers. The (in)sufficiency
of potential policies was a focus of CRMG meetings from mid-2021 into 2022. Identification of
gaps provided a basis for the CRMG and Cabinet to direct agencies to propose additional policies
capable of closing them.“®

Alongside this, the CRMG and the board engaged around some strategic dimensions of climate
mitigation policy. For example, the CRMG discussed the role of the NZ ETS and a limited number
of strategic issues, including gross versus net emissions and the balance of domestic versus
international removals. The board also provided some strategic direction. For example, chief
executives identified the lack of an overall strategic vision for the ERP and this was the catalyst for a
small piece of work on a vision for a net zero economy in July 2021.%

Drafting the emissions reduction plan

Alongside reacting to the Commission and undertaking adding-up exercises, officials were focused
on drafting the ERP. The original structure of the ERP was suggested early in the process by the
Minister of Climate Change, who proposed a series of chapters. That structure became a focus for
debate between both ministers and officials. Alongside officials, key ministers set about iterating
the overarching structure and content of the ERP.

The drafting of the ERP was iterative and began relatively early in the process. For at least some
chapters, drafting commenced before basic facts were known and basic issues were settled. For
example, drafting was sometimes commenced before there was a comprehensive sector-wide view
of existing climate mitigation efforts.

4 MPI, 2021.
47 MBIE, 2021c.
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Starting from March 2021, MfE provided guidance to agencies regarding the proposed structure of
the ERP and the proposed requirements for individual chapters.*® This guidance would change as
ministers — collectively or individually — revised their views about what material should be included
and the way that material should be structured. The final chapter template was provided in
February 2022.

One official described 2021, with its focus on drafting and redrafting chapters, as a “year of
churn”. A first draft of chapters was due by 23 March 2021, while a second draft of chapters
was due on 21 May 2021.%° The churn of drafting was due to both changes in guidance for the
chapters and changes in what chapters were required.*®

Interagency groups played a key role during this phase of the process. Although the focus of

the interagency officials group was on process, the group also spent considerable time on issues
related to content. For example, the group discussed templates for chapters of the ERP. Though the
interagency climate change data and modelling group was not primarily operational, it produced a
technical appendix to the ERP>!

As part of the drafting process, MfE was eventually given responsibility for drafting the chapter on
empowering iwi and Maori. It also provided Treaty of Waitangi guidance templates, peer-reviewed
related content and provided advice to agencies. Ihirangi also provided advice throughout the
development of the Maori chapter of the ERP.

Due to the cross-cutting nature of the Commission’s recommendations, sector agencies individually
considered Treaty of Waitangi implications, and identified the impacts of their policies on iwi and
Maori.

Consulting the public

As part of its process for producing advice, the Commission consulted with the public on both its
proposed emissions budgets and proposed policy direction.

In late 2021, the Government undertook formal consultation of its own.>? On 13 October the
Government released an ERP discussion document on which commentary and submissions were
due by 24 November 202 1.5 Submissions analysis occurred from 27 November to 20 December
202154

The discussion document sought feedback on a wide range of high-level policy options. It was
jointly developed by agencies, with MfE leading coordination. Formal consultation included
webinars, workshops and written submissions. In total, 10,050 submissions were received from a
range of individuals and groups.>> Agencies also carried out more targeted engagement on their
policies and programmes with interested parties during the consultation period.

4 MIfE, 20211, 2021h.

4 MfE, 2021g, p.1. The first draft of chapters was an outline of work that agencies already had in scope and what they
would bring to the ERP.

0 For example, guidance produced in February 2022 included a request for a new chapter on nature-based solutions (MfE,
2022f).

> MfE, 2022d.

°2 Public consultation was deemed to be required as the Commission’s earlier consultation had only advised on the direction
of policy whereas the ERP dealt with specific policy proposals (Office of the Minister of Climate Change, 2021b, p.2).

53 See MFE, 2021j.
>4 Analysis was contracted to Allen + Clarke Policy and Regulatory Specialists Ltd; MfE, 2022a.
> Office of the Minister of Climate Change, 2022, p.9.



Iwi- and Maori-specific engagement was undertaken. While each sector agency was responsible
for its own iwi and Maori engagement for its individual policy development, MfE was responsible
for the overall ERP engagement. In June 2021 MfE sent invitations to all iwi entities to engage with
them on both the emissions reduction and adaptation plans via online and in-person hui.

As part of the public consultation period throughout October and November, a targeted roadshow
for iwi/hapt and other Maori was planned; however, Covid-19 restrictions came into force and
the roadshows were cancelled. An alternative approach was taken via a series of online wananga
coordinated by MfE.

lhirangi also conducted an online survey as part of its advisory role to MfE. The survey included
a focus on emissions reductions and priorities from a te ao Maori perspective that also traversed
some of the issues in the discussion document. The results were reported to MfE.

While consultation was most intense during the formal consultation process, it took place
throughout the process for pulling together the ERP. At the sector level, some agencies engaged
with stakeholder groups in targeted ways throughout the ERP process.>® For example, officials
leading the work on distributional impacts also undertook targeted engagement with community
groups. Generally, however, agencies undertook limited engagement with stakeholders outside
formal, whole-of-government consultation.

Some agencies raised concerns about the tight timeframe for consultation. They noted that it
would be difficult to undertake public engagement at the same time as analytical work due to
limited resources. Against the backdrop of tight timeframes and Covid-19 restrictions, many
agencies and many of their stakeholders were experiencing general consultation fatigue. Some
sectors, and many iwi and Maori had already been through recent consultation processes with
government. And, of course, the Commission had undertaken its own consultation only months
earlier.

Making final funding and policy decisions

As a result of the extraordinary pressures placed on the Government by the pandemic, the original
deadline for release of the ERP — 31 December 2021 — was pushed back until 31 May 2022. This
placed the ERP process on a timeline parallel to the budget process.

In late 2021, the Government announced the establishment of the Climate Emergency Response
Fund (CERF) through the Budget Policy Statement 2022.57 Prior to this, it had received a steady
stream of advice from officials about how the Government might finance the transition. For ERP1,
the CERF was an important funding mechanism and another catalyst and motivator for agencies.
As many CERF initiatives corresponded to potential ERP policies, the budget process acted as a focal
point for the ERP. For more information on the CERF, see Box 2.1.

At the start of 2022, ministers were yet to make final decisions about what policies would be
included in the ERP. Many policies were still up for grabs, with ministers deep in discussions about
which policies would be definitively included, which policies would be framed in more conditional
terms and which policies would be dropped.

% For example, MoT released its green paper for public consultation in May 2021. See MoT, 2021.
> New Zealand Government, 2021.
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Box 2.1: The Climate Emergency Response Fund
In Budget 2022, the Government established the CERF.>®

The CERF is a mechanism designed to fund the Government’s climate mitigation and
adaptation initiatives. By deliberate design of the CERF’s original criteria, everything funded
by the CERF through Budget 2022 had a mitigation focus aligned to the ERP.>® These criteria
have since been updated for Budget 2023 to include both mitigation and adaptation (see
Figure 2.4).%°

Despite its description as a “fund”, it is in practice closer to a budget allowance. In this
respect, it is more like the annual budget’s operating allowance than the National Land
Transport Fund, for example.

From its establishment up until Budget 2023, the CERF was sized proportionally to the
Treasury's forecast cash proceeds from the NZ ETS over a four-year forecast period.
However, in the Budget Update 2023 forecast, cash proceeds from the NZ ETS had fallen
by $2.7 billion in the forecast period relative to the Half Year Update 2022, largely due to

a reduction in the market price of New Zealand Units. Instead of reducing the size of the
CERF proportionally to reflect lower NZ ETS cash proceeds, Cabinet agreed to return $605.8
million of savings reprioritised from Budget 2022 CERF initiatives to the CERF and to top up
the fund by an additional $1.9 billion. The current balance of the CERF is $1.5 billion.®'

The Government has, however, acknowledged that NZ ETS cash proceeds will not be enough
to address the intergenerational wellbeing impacts of climate change.®

The CERF has come to be a key instrument the Government points to in communicating its
climate ambitions to the public. It features heavily in both ministerial communication and
budget documents. The CERF is also a focal point for fiscal reporting requirements beyond
those associated with standard budget initiatives. This is undertaken to provide an additional
layer of scrutiny.®?

%8 New Zealand Government, 2021, pp.24-25.

% MfE and the Treasury, 2021; New Zealand Government, 2021, p.25.
8 New Zealand Government, 2022a, p.22.

& New Zealand Government, 2023, p.38.

2 New Zealand Government, 2022b, p.114.

8 This reporting is provided by the Treasury. See https://www.treasury.govt.nz/publications/data/climate-emergency-
response-fund-cerf-monitoring-and-reporting-document-library.



Source: Dave Young, Flickr

Figure 2.4: Okato Farm, Taranaki. Budget 2022 funded three agricultural initiatives
through the Climate Emergency Response Fund. The majority of this funding was
provided to an initiative aimed at accelerating the development and uptake of high-
impact agricultural mitigation technologies. Funding was also provided to support
matauranga-based approaches to reduce agricultural emissions.

Alongside the traditional stream of advice provided by the Treasury,®* the board — assisted by
officials from MfE and other agencies — undertook an assessment of CERF initiatives ahead of
Budget 2022. It focused on applying a “strategic lens” to the assessment of initiatives.®> In practice,
this appears to have involved a consideration of the alignment between potential CERF packages
and broader climate change considerations. Ultimately, the board recommended a budget package
to the CRMG that would achieve a “relatively balanced mix” of “directly reducing emissions” and
“laying the foundations for future emission reductions and transformative system change”.%

At this point in the process, the focus of the CRMG was firmly on decision making, including
budget decisions. Funding decisions took place throughout February 2022, before the CERF
spending package for Budget 2022 was finalised in April. Alongside this — between February and
April 2022 — a series of cabinet papers sought final policy decisions across multiple ministerial
portfolios.®” With the last of these papers, the formal decision-making process about what actions
would feature in the ERP was concluded.

% This advice was provided in early February 2022 to its traditional recipients, the Minister of Finance and other budget
ministers. It focused on value for money, including implementation readiness and wellbeing impacts, and a draft package
of climate initiatives.

55 MfE, 2021¢, p.8.
55 MBIE, 2022, p.4.

57 MfE, pers. comm., 23 November 2022. These papers included: Managing afforestation (21 February 2022); Government
accountability and coordination (7 March 2022); Te Tiriti o Waitangi and the role of Maori in the transition (14 March
2022); Equitable transition (14 March 2022); Transport (21 March 2022); Research, science, innovation and technology
(21 March 2022); Energy and industry (21 March 2022); Building and construction (21 March 2022); Waste and
fluorinated gases (21 March 2022); Circular and bioeconomy (28 March 2022); Working with nature (4 April 2022);
Agriculture (4 April 2022); Addressing emissions leakage (4 April 2022).
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Final drafting and publication

By the time it came to making formal funding and policy decisions, the text of the ERP — though
far from final — had already gone through several iterations. But redrafting of the ERP continued
alongside the decision-making process.

From early 2022, officials were focused on redrafting and the publication process. Agencies handed
their chapters to a core writing team in mid-February 2022. Though the bulk of final drafting of at
least some chapters was completed by March, drafting continued into April.®8 From this point, the
emphasis shifted to editorial decisions and publication processes (including editing, proofreading
and design).%°

® The core writing team worked with a professional writer to complete drafting by early April.
% MfE, pers. comm., 23 November 2022.



Key findings

This chapter distils key findings concerning the strengths and limitations of the process described in
chapter two." It makes no judgement about the substance of the decisions that were finally taken.

Specifically, it sets out to determine whether the process that was followed enabled ministers to
address the key choices they faced and provide clear direction to officials; and whether officials —
properly directed — provided the advice needed to enable ministers to close the process with well-
informed decisions.

The findings fall into three broad topics: firstly, the way ministers and officials approached the task
of putting together the first emissions reduction plan (ERP); secondly, the way ministers and officials
provided leadership and drove collaboration; and finally some selected but critical ‘nuts and bolts’
of the process:

e the sufficiency of agencies’ resourcing
e the approach to modelling

e consultation and engagement with iwi and Maori.

' In addition to documents produced in the course of the ERP process, this description draws on personal communications
with the board (19 October 2022; 20 March 2023), Commission (26 October 2022; 15 December 2022; 26 January 2023,
1 June 2023; 7 July 2023), DOC (28 November 2022; 29 June 2023), DPMC (12 April 2023; 28 June 2023), MBIE (16
December 2022; 30 January 2023; 8, 9, 15 and 16 February 2023; 30 May 2023; 7 July 2023), MfE (14 October 2022;
2, 8,10, 23 and 25 November 2022; 13 and 19 December 2022; 15 and 21 February 2023; 2 and 7 March 2023; 9, 24
and 25 May 2023; 6 June 2023; 7 July 2023; 21 July 2023), MoT (25 November 2022; 6 and 16 December 2022; 23
May 2023; 6 June 2023; 7 July 2023), MPI (29 November 2022; 30 May 2023; 5 July 2023; 7 July 2023; 20 July 2023), Te
Arawhiti (26 May 2023; 7 July 2023), TPK (22 December 2022; 7 July 2023) and the Treasury (2 December 2022; 8 and
20 March 2023; 7 July 2023).
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3 Key findings

A coherent policy framework was lacking

In a nutshell, ministers did not systematically turn their minds to key strategic choices and potential
pathways. While officials did try to get ministers to address some key framing questions along

the way, they did not present those questions as a coherent package, nor did they ask them early
enough. As a result, ministers were unable to provide some provisional answers to key questions
that, taken together, would have provided a coherent policy framework for officials to work to.

Key framing questions were not tackled up front

Many of the shortcomings identified can be traced to the beginnings of the process. From the time
the Climate Change Response Act 2002 was passed into law, ministers and officials were on notice
that they would have to prepare an ERP. Preliminary work was obviously desirable but difficult

to give focus to, given that no one knew what the shape of He Pou a Rangi Climate Change
Commission’s (the Commission’s) advice was going to look like. However, once ministers were

in receipt of the Commission’s draft advice on emissions budgets and policy direction, they had
important dimensions of the task in front of them.

For ERP1, that should have been the moment to have engaged in in-depth and rigorous discussions
about how