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9(2)(h) to maintain legal professional privilege
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organisation holding the information to carry on, without prejudice or
disadvantage, negotiations (including commercial and industrial negotiations)
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16 February 2023 0C230004
Hon Michael Wood Action required by:
Minister of Transport Tuesday, 21 February 2023

DELEGATED DECISIONS ON THE CLEAN CAR UPGRADE FOR-THE
TRIAL

Purpose

Seeking decisions on key design elements for the April 2023’trial(of the Clean Car Upgrade,
which were delegated to you by Cabinet.

Key points

In November 2022 Cabinet agreed te proce€ed with a trial of the Clean Car Upgrade
commencing in at least one location by-April 2023.

Cabinet also agreed todelegate decisions on specific design elements of the Clean
Car Upgrade trial toou.NTe Manatli Waka and Waka Kotahi have developed advice
for the delegated decisionsthat.need to be made before the start of the April 2023
trial.

Waka Kotahi has advised that the location for the April 2023 Clean Car Upgrade trial
will be Auckland.

Waka Kotahi'eontinues to work with the Tairawhiti region to determine the viability of
the wider region (which includes all five wards of Gisborne district, including Gisborne
City) as\a trial location. Engagement has been impeded by significant weather events
in tAekegion. More work is required, but the Tairawhiti region is likely to be the last
trial to commence if a Clean Car Upgrade trial proceeds in this location.
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Element

Trial length

Warrant of
Fitness (WoF)
and scrapped
vehicle
eligibility

Individual
income
eligibility

IN CONFIDENCE

Recommendation

15 months from the start of the last trial (commencing in July 2023).

We propose that vehicles continue to be eligible for the scheme if
they have been made inoperable within the last eight months, but
had a WoF at the time of the event that made them inoperable. This
ensures those impacted by the floods in Auckland can still participate
in the Upgrade. This would be done through the proposed definition

of “drivable”.

Allowing inoperable vehicles to enter the trial impacts the intent.and
evaluation of the trial in reducing emissions as vehicles that are
already off the road become eligible for the scheme, However;the
approach would be limited and we consider it would provide.an

additional benefit to those on lower incomes:

More work is required to determine whether’it is/possible to remove
the WoF requirement in one location_of.the trial to allow for vehicles
that are in use, but that do not have'a WoE=More information will be

provided to you as we work throughrthis issue.

We propose individual ine0Onie caps are increased to ensure the
scheme is targeted teow to nfédium income earners and single
parents are not unfairly disadvantaged. This is in line with the current

cost of living payment thre€shold but is higher than the median

individual inceme ‘earnediin 2022.

Participant Proposed

Individual $70,000

4 I\Child $80,517
/=2 Chitdren $91,034

+ 3:Children $101,551

% 4.Children $112,068

~Note that the income cap for applicants living with a partner is higher
" than the individual income cap. This creates a risk of disadvantaging
those who are single, and could possibly contribute to inequities. We

do not have delegation from Cabinet to change this setting.

We propose that eligibility of higher priced vehicles under limited circumstances is not
progressed for the initial trial launch in April 2023 as more work is required. More

information will be provided to you as we work through this issue.

Waka Kotahi also advises that the delegated decision for multi-generational
household eligibility is no longer required. Analysis has indicated that multi-
generational households will be eligible for the Clean Car Upgrade as only an
individual or couple’s income will be tested, not the total household income.
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We also propose that you allow grants provided under the Clean Car Upgrade trial to
be used to enter the Social Leasing Scheme trials if trial co-locations are established.

Further advice for the July 2023 trials in Christchurch and either Gisborne City or the
wider Tairawhiti region (pending confirmation), and advice on the subsequent launch

will be provided in June 2023.

Recommendations

We recommend you:

note Cabinet delegated to you decisions for the Clean Car Upgrade trial on the
trial location, trial length, Warrant of Fitness and scrapped vehicle eligibility,
individual income eligibility, multi-generational household eligibility, and eligibility
of higher priced vehicles.

note that Auckland will be the location of the first trial launched for.the’€lean Car
Upgrade, to commence in April 2023

note more work is required to confirm the wider Tairawhiti region (which includes
all five wards of Gisborne district, including Gisborne City) as.a trial location

agree that trials for Clean Car Upgrade run for15 menths from the start of the
last trial (due to start no later than July,2023y.

note that if you agree to recommendation 4 (the Clean Car Upgrade Trial will
have the following timeline:

trials in all locations start.neJater thamJuly 2023, with the first trial commencing
in Auckland in April 2023,"and all trials ending by October 2024

evaluation of the trials; including modelling of potential emissions impact, will be
completed byApril 2025

a report back to Cabinet on the outcome of evaluation and future of the Clean
Car Upgrade will'he prepared for June 2025.

agree for the Aprit 2023 trial in Auckland to include those impacted by the floods
(and other‘events that leave their vehicle inoperable) but would otherwise be
eligible forthe Clean Car Upgrade, by defining drivable as vehicles that have:

e _acurrent WoF and annual vehicle licence, or ones that have expired by no
more than 28 days; or

¢ within the last eight months been written off or are inoperable but had a WoF
at the time of the event that damaged them and made them inoperable.

note that agreement to recommendation 6 impacts the intent and evaluation of
the trial in reducing emissions as vehicles that are already off the road become
eligible for the scheme, however, the approach would be limited, and we consider
it would provide an additional benefit to those on lower incomes.

note Waka Kotahi is continuing to work on the definition of drivability and may
propose to modify it ahead of the remaining two trials.

IN CONFIDENCE

Yes / No

Yes / No
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9 agree to raise the income threshold for individuals to $70,000, in line with the Yes / No

cost-of-living payment threshold, including $10,517 per child, for the Clean Car
Upgrade trial.

10 note that the current higher income threshold for couples creates a risk in the

scheme and disadvantages individuals, but officials will monitor this risk as part of
the trials.

11 note that more work is required on the following delegated decisions for the
remaining trials to be launched in July 2023:

e Warrant of Fitness and scrapped vehicle eligibility (for vehicles that are in
regular use, but without a Warrant of Fitness) &

o eligibility of higher priced vehicles under limited circumstances. OQ

12 note that the delegated decision for multi-generational household eligibilit Qo
a&g ill

i
longer required as analysis has indicated that multi-generatio use
continue to be eligible for the Clean Car Upgrade. %

13 agree to allowing the use of grants provided under the @ Ca ade trial to Yes / No
enter the Social Leasing Scheme trial, where co-loc tri established.
Q‘ \

Matt Skinner \ &Hon Michael Wood

Manager, Environment and Emissians \ Minister of Transport

Policy Design @ % / /

\ .................
16/ 02/ 2023 ,& @
Minister’s office to coms@g \Ekpproved [ Declined
O ; [0 Seen by Minister O Not seen by Minister
Q 2 ,& O Overtaken by events

Comments ?\
Co %/

Name Telephone First contact
Matt Skinner, Manager, Environment and Emissions 5 92)a)

Policy Design

Fran Burton, Senior Adviser, Environment and s 902)a)

Emissions Policy Design

Vidhiya Damodaran, Policy Delivery Lead, Environment s 902)a) v

and Emissions Policy Design

IN CONFIDENCE
Page 4 of 4



IN CONFIDENCE

DELEGATED DECISIONS ON THE CLEAN CAR UPGRADE FOR THE
TRIAL

Cabinet delegated key decisions on the Clean Car Upgrade

1

In November, Cabinet agreed to the design detail of the Clean Car Upgrade and
delegated decisions to you (ENV-22-MIN-0031 refers) for the following specific design
elements:

1.1 trial length

1.2 warrant of fithess and scrapped vehicle eligibility

1.3 individual income eligibility

1.4 multi-generational household eligibility

15 eligibility of higher-priced vehicles under limited.€ircumstances

In making these delegated decisions, Cabinet’agreed that,you would need to be
satisfied on the following principles before qaking yeur'decisions:

2.1 any changes are kept to the minimum necessary to ensure successful operation
of trials of the initiative.

2.2 any changes to schemes,woutld needto be agreed ahead of the launch of the
scheme.

2.3 the proposed change continues to meet the intent of the scheme (ENV-22-MIN-
0031 refers): To support transition to low emissions transport for New
Zealanders with lower.incomes by reducing financial pressures, ensure all New
Zealanders/benefit\from the transition to net-zero emissions, accelerate CO2
emissions reduction, and improve vehicle safety.

Waka Kotahi has alSo been continuing to work to identify whether the wider Tairawhiti
region would\be-a viable option for a trial.

The location\fer'the April 2023 Clean Car Upgrade trial will be Auckland

3

Waka Kotahi has advised that based on current engagement feedback, an Auckland
trial location would be the fastest to set up out of all the Clean Car Upgrade trial
locations. For this reason, we propose that Auckland be the first trial location to be
established for the April 2023 start. Auckland is defined as the 13 wards making up
Auckland Council.

Waka Kotahi is working with stakeholders in Auckland to see if the recent floods will
have any impact on the delivery timetable and launch for the April 2023 trial. We are
currently not anticipating any delays unless community providers need to divert
resource to help with the clean-up.

IN CONFIDENCE
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Christchurch is expected to be the second trial established for the Clean Car
Upgrade, but more engagement with the local iwi is required.

Waka Kotahi continues to work with the Tairawhiti region to determine the viability of
the wider region to be a trial location. We are defining the wider Tairawhiti region as
the five wards of Gisborne district, including Gisborne City.

Engagement has been impeded by significant weather events in the region. More
work is required, but the Tairawhiti region is likely to be the last trial to commence if a
Clean Car Upgrade trial proceeds in this location.

Waka Kotahi has confirmed that the communities in the Tairawhiti region are highly
interested in being involved, but it is yet to be determined if the Clean Car Upgrade;
Social Leasing Scheme or a co-location of both would be the best option for this
region.

Gisborne City will continue to be a trial location, as has been publiclyscomimunicated
in the Ministerial Direction®, however, the wider Tairawhitiregion contiques to be
explored for viability. This is mainly due to the availabilityxof appropriate vehicles for
the Tairawhiti region.

The floods in Auckland may affect drivability af‘eligible/vehicles

10

11

12

13

In August 2022 [ENV-22-MIN-0031 refers]yCabinet-agreed that to be eligible for
scrapping, vehicles must be drivable and have:

10.1 emissions at, or higher thanthe fleet\average.

10.2 a current warrant of fitness WOF) and annual vehicle licence, or ones that have
expired by no more than 28 days.

(In November 2022;-this wasfurther refined with requirements added for how long a
vehicle must have been owned for and how old the vehicle must be.)

Waka Kotahirhas been working through a proposed definition of “drivable” and how
this would‘impaet on' cars that have been damaged in the Auckland floods.

The drivabilitysassessment was introduced as a feature of the California scheme,
which the.Clean Car Upgrade is based on and was intended to ensure that vehicles
were inuse when traded in as part of the Upgrade. However, California does not
havesa WoF requirement for vehicles, so drivability was a necessary feature of their
scheme. In New Zealand, Waka Kotahi considers it more appropriate to rely on the
WoF to ensure drivability.

We recognise that some vehicles damaged in the recent Auckland weather events
may have had their drivability impacted and the owners may choose not to renew
their WoF as a result. Similarly, some people may have a vehicle damaged in a crash
making it undrivable, and as a result they may not renew their WoF. We consider
these groups should be treated the same for the purposes of defining drivability. We
propose that inoperable vehicles that have recently been in use and have a WoF

1 New Zealand Transport Agency (Trial Clean Car Upgrade Scheme) Direction 2022
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15

16

17

18

19

20
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history to confirm this are eligible for the trial, even though those vehicles may not
have a current WoF at the time of entering the trial.

To include people impacted by the recent weather or other events that would
otherwise be ineligible for the Clean Car Upgrade, we propose “drivable” includes
vehicles that:

14.1 Have a current WoF and annual vehicle licence, or ones that have expired by
no more than 28 days; or

14.2 have within the last eight months been written off or deemed inoperable but had
a current WoF and annual vehicle licence at the time of the event that damaged
them and made them inoperable.

The eight-month period provides sufficient time after the Auckland weather/events (in
late January to mid February 2023) for the trial to commence and peoplé€_te,decide to
participate in the Upgrade.

This definition would apply for the April 2023 trial launeh‘in/Auckland, but may be
modified prior to the launch of the remaining two trjals:

This approach would ensure that people in these\Circumstances looking to replace
their current vehicles can upgrade to a low-emission and.safer vehicle. However, it
would also impact the intent and evaluation of thetrial in reducing emissions, as
vehicles that are already off the road would become-eligible for the scheme.

Participants entering the scheme may already)have been considering replacing their
vehicle with a low-emission alternative. However, participation in the scheme creates
certainty that the user will replace theirexisting vehicle with a low-emission
alternative, rather than purchasing-another older high-emitting vehicle.

Given the number of vehicles damaged during the Auckland weather events there
could be an increased level,of interest in participation in the scheme in Auckland. This
potential inflated level ef interest will need to be considered when evaluating the
Clean CarUpgrade trial

Note that you also Have delegated decision-making power on the WoF eligibility for
scrapped vehieles under the Clean Car Upgrade. This is discussed in paragraphs 34-
37 below:

Lengthrof Trials for the Clean Car Upgrade is recommended to be 15 months
from(thesStart of the last trial

21

22

In August 2022, Cabinet agreed to a trial with a report-back due in April 2024. This is
would have required a trial length of 6-9 months. However, preliminary community
engagement suggested that a trial this short would not be welcomed by many
communities and could be problematic for delivery partners

In November 2022, Cabinet agreed to delegate the decision to you about whether to
extend the trial length up to a maximum of 15 months after all trials are underway.
Extending the trials to the maximum length would result in the following timeline:

IN CONFIDENCE
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. trials must start no later than July 2023 (with the first trial starting in April 2023)
and for a maximum of 15 months.

. end of all trials in October 2024.
. evaluation and modelling of potential emissions impact completion in April 2025

. report back to Cabinet on the outcome of evaluation and future of the Clean Car
Upgrade in June 2025.

23 Waka Kotahi has advised that it has sufficient feedback from potential partners to
indicate that a longer time frame is preferred to build confidence, momentum and
uptake. For this reason, we recommend that the trial be 15 months from the start of
the last trial.

24 This longer time period also provides more time to test and refing some ©f-the
processes for the trial.

We recommend that the income threshold for individuals iS.increased to
$70,000, with an additional $10,517 per child

25 In August 2022, Cabinet agreed to income.thresholds for-participant eligibility for the
Clean Car Upgrade that were aligned todmedian income. These income thresholds
were adopted to ensure the trial comglied With.the programme intent of supporting
individuals and households earning low'to moderate incomes. Cabinet also noted that
the thresholds would be recalibrated>annually.as the median incomes changed.

26 Preliminary engagement by Waka Koetaht suggested concern that this income limit
could restrict participationnn the trial~Potential participants on a lower income may
not be in a financial position to purchase a suitable vehicle under this scheme and
they may not have alternate.transport choices.

27 Cabinet agreed. in November 2022 that you would decide whether to adjust the
individual-income threshold “to ensure the right balance of accessibility of the trial for
those wha can afford to upgrade their vehicles without creating financial hardship”.

28 Based on theirengagement, Waka Kotahi has proposed a $70,000 cap for individual
incomes.“Te"Manatl Waka analysis of the 2022 median income for individuals shows
that $61,828 is the median income. Te Manatl Waka support the Waka Kotahi
propesal to increase the individual income cap to $70,000 but note that this increased
income cap would extend the scheme to those outside “middle to low incomes”.
However, the proposed individual income threshold is in line with the current cost of
living payment threshold.

29 The current and proposed income thresholds are noted in the table below.
Participant Current Proposed

Individual $56,836 $70,000
+ 1 Child $67,353 $80,517
+ 2 Children $77,870 $91,034
+ 3 Children $88,387 $101,551
+ 4 Children  $98,904 $112,068
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Participant Current Proposed
Couple? $97,760
+ 1 Child $108,277

+ 2 Children $118,794
+ 3 Children $129,311
+ 4 Children $139,828

The current higher income threshold for couples creates a risk in the scheme and
disadvantages individuals

25

30

27

28

Cabinet has agreed that applicants living with their spouse, or civil union, or de facto
partner have a higher income cap for couples. This higher income cap was intended
to ensure that those in a relationship did not take advantage of the scheme by only
declaring one partner’s income.

However, the proposed higher income cap provides an advantage toithose who have
two incomes or a single higher income. It also creates aisk that in@ividuals may
declare they have a partner with zero income to be eligible/for the higher income cap.

Officials considered recommending that the income.cap fof couples be removed and
only the individual income cap be applied for botK individuals and couples. However,
the current settings have been agreed to by Cabinet, with/only limited delegation to
you specific to individual income.

We consider that this risk should be noted, but\as this is a trial, we can test the risk of
the higher income threshold for colUples to identify if it becomes an issue and modify
accordingly for any national rollout’of the ‘Clean Car Upgrade.

Waka Kotahi have advised'that they no longer require a decision on multi-
generational household eligibility'as they are currently included in the scheme

31

32

33

In November 2022, Cabinet agreed to delegate decisions to you on multi-generational
household‘eligibility. This was to determine if a higher income threshold would be
required\for multisgenerational households, to ensure they are eligible under the
scheme.

Waka Kotahibhas advised that it no longer requires this decision as the income
thresholds-relate to individuals, couples and their dependent children — not
households. This means that individuals and couples living in multi-generational
households will not be excluded from accessing the scheme, provided all other
eligibility requirements are met.

During the trial, Waka Kotahi aims to get a better understanding of the transport
needs of multi-generational households to inform any future roll out. For example,
these households may benefit from being able to access more than one vehicle.

2 Applicants living with their spouse, or civil union, or de facto partner.
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Waka Kotahi needs more time to explore some delegated decisions

Warrant of Fitness and scrapped vehicle eligibility

34

35

36

37

In August, Cabinet agreed that a vehicle must have a Warrant of Fitness and annual
registration, or one that has expired by no more than 28 days to be eligible for
scrapping. This requirement was adopted to protect against the risk of end-of-life
vehicles being sourced and accepted into the trial scheme.

Preliminary community engagement shows a concern that the Warrant of Fitness and
annual registration requirement could be a barrier to participation, particularly in the
Tairawhiti region, where suggestion has been made that some people routinely drive
unwarranted and unregistered vehicles.

In November 2022, Cabinet delegated to you the decision of whether to waive the
Warrant of Fitness and annual licence requirements in one triakregion.

Waka Kotahi needs more time to explore this issue. Waka-Kotahi advise that
extending eligibility to vehicles that do not have a Warfant,of Fithess meets scheme
intent for removing older high emitting vehicles fronrtheAleet{ and recognises that
people driving unwarranted vehicles may be most.in-need’of support. However, there
are a number of issues to be worked throughs/agrass gevernment. Some of these
issues are included below.

37.1 The scale of the need is unknown;.and it-isanclear whether the Clean Car
Upgrade would be a good fit for the people and vehicles targeted or whether
Social Leasing would be morevapprepfiate

37.2 ltisillegal to drive a vehiele witheut a Warrant of Fitness, unless it is safe to
drive, and it is being.taken semewhere for repair or to renew the Warrant of
Fitness.

37.3 There appear to be he.legally prescribed amnesty provisions for issues related
to the \Warrant ofiEitness and no suitable exemption provisions.

37.4 Allewing, ordirectly or indirectly encouraging an unwarranted vehicle to be
driven would raise significant safety and reputational risks as Waka Kotahi is
the read/safety regulator, and would have no assurance that a vehicle was safe
to be-driven.

37.5..An'ad hoc amnesty could be costly to implement and would require the buy-in
of multiple stakeholders®.

A separate higher price cap to support the purchase of a larger vehicle for use by multiple
households

38

In April, Cabinet agreed to a price cap of $35,000 on replacement vehicles. This price
cap was intended to reduce the appeal of the upgrade to New Zealanders on a high
income. It also reduces the risk of participants purchasing financially unsustainable
vehicles.

3 NZ Police, the Ministry of Transport and the Road Controlling Authority
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The April Cabinet paper noted that this price limit largely removes new medium to
large sized vehicles from the scheme. However, the limit was high enough to allow
the purchase of quality used-vehicles.

In April, Cabinet agreed to delegate to you the authority “to determine if a separate
price cap should be allowed when multiple households scrap a vehicle and pool
funding.”

Preliminary engagement by Waka Kotahi suggested some interest in multiple
households scrapping vehicles then pooling funding to purchase a single larger
replacement vehicle. However, Waka Kotahi needs more time to explore this issue.

Waka Kotahi also noted that some participants may require four-wheel-drive vehicles
to drive safely on the road in their area and multi-generational households may also
require larger vehicles. However, Te Manati Waka notes that your current{delegated
authority is limited to setting a new price cap where multiple heuseholds{pool funding
and replace a vehicle, so Cabinet decision may be required‘te'make ¢hanges to
vehicle eligibility for multi-generational households or communities with*different
driving needs.

Waka Kotahi will continue to investigate the price-and’availability of larger vehicles,
that would meet the requirements of the trial &nd these/communities, and understand
the potential demand for them.

Permitting the use of grants provided under.the Clean Car Upgrade trial to
enter the Social Leasing Scheme

44

45

46

47

In August 2022, Cabinet agreed that:thelow-emission alternatives subsidised by the
Clean Car Upgrade bethe,use of public transport, the purchase of bikes and e-bikes,
and low-emission services available in the trial locations that Waka Kotahi considers
reputable, such as Jow<emission‘'car share and lease services (ENV-22-MIN-0031
refers).

At that timeyCabinet agreed in principle that the grant towards the purchase of an
Electric V€hicle orJow-emission alternatives would be $12,075. This was confirmed
by Cabinet in November 2022 (ENV-22-MIN-0050 refers).

Waka Kotaht'is proposing that grants from the Clean Car Upgrade can be used to
enteri¢he’Social Leasing Scheme as a lease option, in locations where trials for the
twotschemes overlap. Te Manati Waka supports this proposal as it would put the
heeds of the community first, however, it would complicate evaluation and could
reduce the number of individuals and whanau able to access support from these
schemes.

Waka Kotahi considers that allowing Clean Car Upgrade grants to be used to enter
Social Leasing Scheme trials is appropriate and consistent with other Government
support services provided. The Government currently offers several subsidies to
individuals and families (such as public transport, reduced fuel tax, working for
families, cost of living payment) and does not restrict people to only accessing one at
atime.

IN CONFIDENCE
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The advantages to permitting the use of Upgrade grants in the Social Leasing
Scheme are noted below.

48.1 Provides an affordable pathway: Participants are provided a pathway to
access a low emission and safe vehicle (for those with an eligible vehicle to
scrap), who may otherwise not have been able to afford to enter either the
Clean Car Upgrade or Social Leasing Schemes.

48.1.1 Weekly participant costs for social leasing are expected to be $95 per
week or more. Although it is noted that initial feedback has indicated this
cost may be unaffordable for many potential participants. At a rate of $95,
the Clean Car Upgrade grant would cover 2.4 years of a lease under
social leasing. This amount of cost savings over a multi-year period cotld
have a significant impact on participants’ financial wellbeing.

48.2 Offering more options for participants: Social leasing-provides @nadditional
option for a subscription-based transport alternative that'may be-efiinterest to
some participants in the Clean Car Upgrade.

Concerns associated with permitting the use of grants ‘in'the Sacial leasing scheme
are noted below.

49.1 Reducing the number of people who support is-available for: The objective
of both programmes is to support dssmany households as possible as part of an
equitable transition. Since resodrces’for beth-programmes are limited, allowing
some participants to access hoth'programs could prevent others from
participating. However, this risk is limited and Waka Kotahi does not expect the
trials to exhaust the allgcated fungding. It is also anticipated this risk would be
off-set by the improved accessofithe schemes to those who need it most and
may otherwise find either schéme unaffordable.

49.2 Complicating evaluatien® It may be difficult to evaluate the effectiveness of the
individual-€lean CarUpgrade and Social Leasing programmes if the two have
been Jinked during.irials. However, this risk can be mitigated by good record-
keeping Which would allow evaluation of those who participated in both the
Clean CarrUpgrade and Social Leasing Scheme to be conducted separately to
the those who patrticipated in just one scheme.

Next steps

50

51

The remaining Clean Car Upgrade trials are due to commence in July 2023. In June
2023, Te Manati Waka and Waka Kotahi will provide you advice on the decisions
required ahead of the remaining trials.

Waka Kotabhi is developing a communications plan for the launch of the Auckland trial.
This includes Waka Kotahi working with delivery partners to use well-established
channels and networks to ensure a broad reach. Waka Kotahi will liaise with Te
Manatd Waka and your office to ensure communication material is aligned and
release of information is coordinated.
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