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CAB-23-MIN-0046

Minute of Decision

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

Report of the Cabinet External Relations and Security Committee:
Period Ended 24 February 2023

On 27 February 2023, Cabinet made the following decisions on the work of the €abinet External
Relations and Security Committee for the period ended 24 February 2023}

ERS-23-MIN-0004 Climate Finance¢ Monitoring and Reporting CONFIRMED
Portfolio: Foreign'Affairs

Rachel Hayward
Secretary of the Cabinet
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IN CONFIDENCE

Office of the Minister of Foreign Affairs

Cabinet ERS Committee

Climate finance: monitoring and reporting
Proposal

1 This paper updates Cabinet on the approach the Ministry of Foreign Affairs and Trade
(MFAT) is using to measure, monitor, evaluate, learn and report on Aotearoa
New Zealand’s (NZD) $1.3 billion climate finance commitment, and delivering on the
outcomes of the Aotearoa New Zealand International Climate Finanhcé\Strategy Tuia
te Waka a Kiwa (ICFS).

Relation to government priorities

2 New Zealand is party to international climate finance-arrangements eStablished by the
United Nations Framework Convention on Climate Change (UNFCCE)Y and the Paris
Agreement, including contributing to the collectives (USD)¢$100%illion per annum
mobilised climate finance goal.

3 Climate change action supports Aptearpa New Zéaland’s foreign policy and
development priorities. Specifically:

3.1 Aotearoa New Zealand’s ‘¢limate changé priorities as set out in Climate
Change Internationalngdgement Plan and the goals and outcomes of the
International Climate FinanceStrategy — Tuia te Waka a Kiwa;

32 Aotearoa NewZealand’s Pacific'Resilience Approach which guides overall
engagement ifi.the Pacifies

33 MFATR s “Global Dévelopment Strategy to enhance resilience in South East
Asia; make progreSs against the Sustainable Development Goals; and increase
peace, security‘andsstabilisation.

ExecutivesSummary,

4 There is ‘wide, interest across the Government and public in the monitoring and
reporting.on Aotearoa New Zealand’s $1.3 billion climate finance commitment.

5 There are four streams of work in train to sustain stakeholder trust and confidence that
the (NZD) $1.3 billion in climate finance will effectively deliver a portfolio of
activities that realise the outcomes in the ICFS in the period 2022 to 2025. These sets
of activities will inform and shape delivery choices and decisions through the
commitment period. They are:

5.1 The existing processes MFAT employs to overseeing and reporting on the
effectiveness of Aotearoa New Zealand’s International Development
Cooperation (IDC) programme;
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5.2 A comprehensive assurance programme with a high proportion of independent
assurance activities to improve practice through continuous improvement.
This will provide insight on how the portfolio is operating in line with
recognised good practice and standards;

53 A programme of outcome monitoring and performance dashboard reporting on
a set of headline indicators within a Monitoring, Evaluation, Research and
Learning (MERL) framework. This will provide insight on how the portfolio
is performing against the outcomes and goals in the ICFS; and

5.4 Improvements to the climate portfolio’s communications and_stakeholder
engagement that will enable greater public access to informatiofidand visibility
of progress and performance.

Background

6 On 11 October 2021 Cabinet agreed to (NZD) “§1.3 billion «as\ Aotearoa
New Zealand’s climate finance commitment (2022 to 2025) delivered through the

International Development Cooperation Multi Year Appropriation (€AB-21-MIN-
0410).

7 On 15 August 2022 Cabinet agreed tosthe «Aotearoa.NewsZealand International

Climate Finance Strategy Tuia te Waka~a Kiwa (ICES),to“guide the delivery of the
climate finance commitment (CAB-22-MIN-0327.01).

8 When agreeing to the (NZD) $1.3, billion climate finance commitment in October
2021, Cabinet directed “officidls fo report baek by December 2022 on the approach
New Zealand will use toymeasure aid keport on the effectiveness of its climate
finance and to mobilis¢“additional climate finance”. The report back was moved to
February 2023 as/~the, agenda, for vthe December Cabinet Committee was
oversubscribed. The.report baek, o6n mobilising additional climate finance is in a
separate paper being considerediby/this Committee in an upcoming ERS meeting.

9 The Department of Prim€ Minister and Cabinet’s (DPMC’s) Implementation Unit and
the Organisation for, Eeonomic Co-operation and Development’s (OECD’s)
Deyelopmient Assistange Committee (DAC) review team both undertook reviews of
the Climate Postfolio/Commitment in 2022 and their recommendations have informed
MFAT’s approachto monitoring and reporting.

Analysis

10 There is wide interest across the Government and public in the monitoring and
reporting on Aotearoa New Zealand’s $1.3 billion climate finance commitment.
Stakeholders are interested in both:

10.1  Spending the commitment: doing this effectively, aligned with good practice
and public sector rules and guidelines; and

10.2  Delivering the outcomes of the Strategy: the four goals and twelve outcomes
in the ICFS.
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11 These are also the core focus of the Climate Portfolio Steering Group (CPSG) MFAT
established in 2022 to oversee the commitment. This group is accountable for the
climate portfolio and are reliant on robust and timely monitoring, reporting
information and analysis to inform their decisions and direction on the shape and
management of the portfolio.

Spending the commitment

Existing processes

12 The climate finance commitment and its portfolio of investments is delivered through
International Development Cooperation (IDC) and uses MFAT’s processes, checks
and balances to ensure both good development practice (suchyasithe International
Cooperation for Effective Sustainable Development (ICESD) pelicy) and robust
administration.

13 The processes for accounting for the spend and repertingsweOnsistently, against it are
well established. Verification on the accuracy of (expenditure: i8¢ part ‘of MFAT’s
annual audit processes. The climate portfolio previdesregular réporting to a range of
stakeholders and organisations such as Treasury (€limate Emergency Response Fund
- CERF and Green Bonds), the OECD DA€, and the United Nations (UN) agencies,
as well as quarterly reporting to Ministers and monthly internal reporting to
governance and steering groups.

Assurance programme

14 A Climate Portfolio Assurance Plan was agreed in December. This plan outlines a set
of assurance activities,running throughsto 2026 (a year after the commitment period
ends to allow for fimal benefits €valuation and assessment), and is based around a
typical ‘three linesof assurance’approach:

14.1  1st ling “of assuramCe: Controls established and maintained by the core
portfolio team asgpartof day-to-day activities;

14.22nd line ,ofassurance: How the Ministry oversees the control framework so
that it opcrates” effectively, including self-checking and readiness signoff by
portfolio governance and stakeholders; and

143 43xd line of assurance: Internal audit or other independent assurance activities
targeted at key stages and milestones across the portfolio delivery.

15 DPMC, OAG, Audit New Zealand (MFAT’s auditors) and Treasury all had the
opportunity to provide feedback on the draft Climate Portfolio Assurance Plan.

16 In 2023 seven assurance activities will be undertaken over the climate portfolio:

16.1  Quality management reviews (QMRs) — part of MFAT’s Audit and Risk
programme of QMRs of activities and programmes within the IDC
programme. A QMR will review against the IDC’s quality standards for
planning; financial management; procurement; risk management; Monitoring,
Evaluation, Research and Learning (MERL); and transparency.

3
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16.2

16.3

16.4

16.5

16.6

16.7

Approximately 12-16 activities are reviewed each year across MFAT’s IDC
programme;

Project deep dives - a deep dive into a sample of specific climate projects (up
to 4 per annum);

Provider selection assessments (including probity) — an independent lens on
procurement decision making processes and activities, ensuring these were
conducted fairly and in line with the principles of the Government’s
Procurement Rules;

Assessment of the portfolio’s Monitoring and Evaluation Ffamework — a
follow on from the 2022 DPMC review. This engagément Will identify
opportunities to further refine the framework, and “consider how this
framework is being operationalised;

Assessment of the governance and operating “model 7~ to eomcide with
oversight groups transitioning their focusy away from gSpending/project
approvals, towards delivery;

Review of portfolio reporting — to previde=practical regommendations on the
Ministry’s reporting, both internallyjand/externally, tovenable more effective
monitoring and accountability; and

Review of accounting treatment, of climate ‘finance expenditure — compliance
with relevant accounting Standards fotthe treatment and reporting of all
expenditure.

17 Appendix A shows a summary timeline,0f the assurance programme.

18 A procurement precess/is under way. to source a credible provider of the independent
assurance activitiesiin the Climate Portfolio Assurance Plan, who can work alongside
MFAT’s climate change portfolio and governance arrangements to provide
constructive assurance afalysis and advice to improve performance, good practice,
stakehglder trust and eonfidence.

19 MFAT/intend to publish the Climate Portfolio Assurance Plan, any reports developed
by“the assurance activities, and any response to recommendations on its website to
demonstrate, its, accountability for the effective and compliant delivery of the climate
finance.commitment.

Delivering the outcomes of the strategy

20 The processes for monitoring progress against individual activity outcomes are also
well established in MFAT. Additional resources have been brought on to support the
increased volume of activities being undertaken.
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Outcome monitoring

21

22

23

24

25

26

27

MFAT is putting in place processes to aggregate outcome and impact information at
the climate portfolio level to demonstrate delivery against the goals and outcomes in
the ICFS.

A working draft of the climate portfolio monitoring and reporting framework was
agreed in December by MFAT’s internal steering group overseeing the climate
portfolio. The purpose of this framework is to develop a data and analysis system that
provides robust outcomes evidence, while at the same time being streamlined and
achievable. The framework shows how the individual activities are collectively
delivering against the Strategy, and it can inform decision-making on the/balance and
performance of the portfolio.

The core components of the framework are:

23.1  Headline indicators — a suite of data to providé ajhigh level ‘oyefview of
progress towards the outcomes in the ICFS;

232 Logic diagrams of sizable and strategic (ah¢hor) investmentss- to test the line
of sight between these investmentssandwthe ICFS goals, outcomes and
preferences;

233 A portfolio performance dashboardibased on the\headline indicators; and

234 A work plan of monitoting; evaluation;,res€arch and learning (MERL)
products to monitor andsevaluate MFAT s«delivery of the ICFS.

Appendix B shows how an early mécksup=of the dashboard of headline indicators
against the outcomes in'the ICFS.sFiguges for both planned and actuals will be shown
along with any caveatsy Additional,pages in the dashboard will show more detailed
quantitative andequalitative data forieach goal.

The detail 6n the indicatorsis being refined and the intent is to have indicators, and
the framework, finalised by the end of March 2023. Targets for the indicators will not
be set,in this commitment period. Both the new climate funding provided from the
CERF in Budget 2022,and the baseline funding will be reported on.

The full ffamewerk will include:

26.1  Keyevaluative questions;

26.2  Agreed ICFS and strategic (anchor) investment theories of change;
263 Confirmed technical specifications for the measurement of indicators;
26.4  Confirmed data management systems to manage the data; and

26.5  An implementation work plan covering 2022-2025.

Specific outcome monitoring and evaluation activities are developed for each
investment during the design phase and incorporated into contracts with delivery
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partners. MFAT also contracts independent external evaluations of significant
investments. MFAT is increasing its internal capacity for monitoring of the climate
finance portfolio with the addition of two new staff as well as providing additional
training and support for existing staff, in Wellington and at Post, managing climate
finance investments.

28 It is MFAT’s practice to publish evaluations of its International Development
Cooperation activities. In addition to this, MFAT intends to periodically update and
publish a portfolio performance dashboard on MFAT’s website.

Reporting

29 In addition to the existing reporting highlighted in paragraphl3, MFAT provides
quarterly reports to the Minister of Foreign Affairs alongside the quarterly reports on
the wider IDC programme. The quarterly report has focusedion the balanCe,of the
climate finance commitment, progress made, financialsy, afid, upcoming decisions. It
will be expanded to include a greater emphasis on impactiand perfozmance from the
end of the second quarter in 2023. This will be whenywe are likely fo/see forecasts
and early impact from investment decisions to-dat€’starting to flow, thsough.

29.1  These Ministerial reports are also shared with MFAT’s ‘critical friends’ at the
Treasury, and will in future “bejvshared #ith Audit NZ, DPMC’s
Implementation Unit, and the OAG:

30 Internal MFAT reporting, to_infomwhsthe CPSG on delivery management and their
decision-making, is also beingsexpanded to-<have-performance dashboards based on
the headline indicators, alongside existing pipeline and progress dashboards.

31 I propose that dashboard réports on the‘climate finance commitment and the outcomes
in the ICFS are provided to Cabinet at six monthly intervals beginning in August
2023, alignedswith'the"end of the financial and calendar years. These dashboards will
cover:

311 Fhewinvestment (pipeline showing how much funding has been allocated
already and te what, what is coming up, and how the pipeline is flowing;

312  Progress:ithe make-up of the portfolio, how it is tracking compared to plans,
and, highlighting risks, issues and an analysis of delivery confidence. Major
findings from assurance activities will be included; and

31.3  Performance: what is actually being achieved against the headline indicators,
alongside narrative and human stories.

32 The dashboard reports will, after a period for committee consideration, be shared with
stakeholder groups and made available publicly on the MFAT’s website, where links
to greater information and analysis can be held. This will dovetail with wider efforts
to increase public transparency of the IDC activities by MFAT.
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Increased visibility

33 MFAT has work under way to improve communications and stakeholder engagements
around the climate portfolio, which will be in place in the second quarter of the 2023
calendar year. This includes changes to the MFAT website that will deliver greater
public access and visibility on the progress and performance against New Zealand
(NZD) $1.3 billion climate finance commitment and progress against the outcomes in
the ICFS.

33.1  The website is where MFAT will publish its dashboards, assurance reports,
and evaluations.

332 It is intended that the current practice of developing case,studies’and telling
the human stories on the impact of New Zealand’s climate finance work will
be expanded upon, and where practical those benefiting will*tell the stories in
their own voices.

333 Work is underway on a long-term engagemént plam; building“upen the wide
engagement undertaken when developing theé ICES. Thig will €nable dialogue
with groups with an interest in the delivéry’of the cemmitment, but may not
necessarily be directly involved, suchas New Zealand’s Pacific communities,
academics, and youth.

33.4  For domestic sectors that areshighly engaged 61 directly involved in delivering
the ICFS, such as the NGO, sector or Crown’ Research Institutes, we will
continue to have regulatidis€ussions (suchsas continuing the current practice of
presenting at the anmual™NGO hui),\including on key elements of ICFS
delivery effectiveness ‘such as procurement approaches, and progress of
building in-cotntry capacity.

Financial Implications

34 There are no “additional ¢financial implications resulting from this paper as
Departmerntal funding tossupport the delivery of the climate finance commitment was
included in the 11 Octéber.2021 decision (CAB-21-MIN-0410).

3415, The independent assurance activities are estimated to cost up to (NZD) $1.5
million{over 4 years, and will be confirmed via a competitive tender process.
They estimated costs to support the portfolio monitoring and reporting
framework work are yet to be established.

Legislative Implications
35 There are no legislative implications resulting from this paper.

Impact Analysis

Regulatory Impact Statement

36 A RIS is not required.
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Climate Implications of Policy Assessment

37 A CIPA is not required. Any emissions changes resulting from this work will be
accounted for in the developing countries in which the climate portfolio activities take
place.

Population Implications
38 There are no population implications resulting from this paper.
Human Rights
39 There are no detrimental implications for human rights.
Consultation
40 This paper has been consulted with:

40.1  Treasury (limited engagement)

402  DPMC Implementation Unit

and shared with:

403 OAG

404  Audit New Zealand
Communications
41 There will be no spegifie.communications relating to this update paper.
Proactive Release

42 I intend tofelease the Cabinet paper proactively in whole or in part within 30 business
days, subjectto redactiondas appropriate under the Official Information Act 1982.
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Recommendations
The Minister of Foreign Affairs recommends that the Committee:

1 note that in October 2021, Cabinet directed officials to report back by December 2022
on the approach Aotearoa New Zealand will use to measure and report on the

effectiveness of its climate finance and to mobilise additional climate finance [CAB-
21-MIN-0410];

2 note the four sets of activities in train: existing processes; the assurance programme;
outcome monitoring; and the increased visibility workstream, to inform decision
making, and increase trust and confidence that the Aotearoa New Zealand’s climate
finance commitment (2022-2025) will be effectively delivered and demonstrate the
difference it has made.

3 agree to MFAT providing status dashboard reports to Cabiriet.on the climate”finance
commitment and the outcomes in the ICFS, at six monthly intervalsabeginning in
August 2023.

Authorised for lodgement

Hon Nanaia Mahuta

Minister of Foreign Affairs
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Appendix A: summary timeline of climate portfolio assurance activities

Sealingup MNarmalising Continuation 7 — :f'.c{liag.\zin &éﬂa‘isiar'—::
2022 2023 2024 2025
Funding ’Dc-mmitmem' starts ’New funding starts ’ Mainstreaming climate ‘Nm triennium baszling ’ Mew Triznnium,’
finance approaches planning starts baseline allocation

‘ Sustainzble funding ‘Lasl Budget process ’I.ast Budget before ’Last Budget process ’Last Budget before end
paper to Cabineat before potential scale potential scale down before end of of commitment pericd
down to securs decision commitment period to for sustainable funding

sustainakble funding securs sustainakle

) strategy commissionad 4 Strategy launched

@ 5100b [U3) international
@Shateg? operationalized Omgy mainstreamed climate goal refrashed
Strategy (upwards]
0 MZ's Mew commitment
announcerment? (2026-2030)
aluation core ’Bas:elining ’ Formative evaluati
Components o ’Climate change programme ends
Evaluation i steering gm‘“F"ClimatE change climate Change Programme Evaluation
Programme Formative :
evaluation:
P ormc stockeake @ sen=fit Reslisation
’DAC Paar review ’ DAC Peer review - released
Project Partner Futur i
) i @ sarageren ¢
Driving Change pe g S ‘Monitoring an
Manitoring and ’ ‘Evaluation Frame 2
Evaluation Framework I

’QMRS ’Project Deep Dives

’ Provider Selection

Delivering Change i Accounting Treatment of
Climate Finance
Expenditure Review

'1 J \

Follow Up \

’Pm]ect jwes QMRS ’ Project Deep Dives

O
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Appendix B: dashboard mock-up showing headline indicators against the four goals and twelve outcomes in the International Climate Finance Strategy’

DRAFT. Aotearoa New Zealand’s International Climate Finance Portfolio $1.3 Billion 2022-2025

Portfolio Performance Progress Report (Month Year)

Goal 1: Mitigation

1.1 Dewveloping countries accelerate action on their
mitigation priorities, including those in their Nationally
Determined Contributions {or equivalent)

1.2 Developing countries increasingly adopt
emissions-reducing technologies and practices

accelerate the implementation, of the
Adaptation Plans or similar pl [or equ

crease climate resilience and able to

2.2 Gomfuniti
0 eir own health and well-being in situ

3

Countries with
accelerated
mitigation pricrities

20,000

Tonnes of Co2
reduced

_--"/"r__-

8

Countries
progressing MAP

21

1.3 Developing countries reduce their reliance on,
domestic or imported fossil fuels

mitigation

Activities //1 ,
contributing to 23 kg 45 litres
mitigation Of coal Of diesel
S$2.45M 67 kWh 89 litres

Value of activities /1 Of natural gas affuel
contributing to
The - other fuel types Thc - of = 5

Goal 3: Capability and Evi

3.1 Effective regional institutions and a strong
multilateral rules-based order

3.2 Climate resilient decisi
greater access to, and use of!

@ 250,000
People benefiting from increased resilience

The - ather resilience indicator

2.3 Communities are better able to maintain economic,
= social, and cultural values in the face of growing climate
and disaster risks, loss and damage

Biodiversity Indicator(s)

Loss and damage indicator(s)

Goal 4: Leveraged Investment

65%

of funding dispersed as

planned by Regional
Institutions

NNNN

proved through O

3.3 Growth in the
number and capability
of current and future
climate change
researchers, policy-
makers and |legislators

S500M

Of private finance leveraged

4.1 NZ's climate finance crowds in increased
private climate finance

4.2 NZ's climate finance leverages greater
investment by like-minded bilateral donaors

S200M

Of bilateral funding leveraged

456

people trained

4.3 Developing countries are enabled to set 4
up, implement and report on carbon markets

e e countries supported to engage in

carbon markets

! Note the figures in this dashboard are not based on actual data, but have been made up to demonstrate what actual data could look like in a dashboard
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Cabinet External Relations
and Security Committee

Minute of Decision

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

Climate Finance: Monitoring and Reporting

Portfolio Foreign Affairs

On 21 February 2023, the Cabinet External Relations and Security Commiittee:

1 noted that on 11 October 2021, Cabinet:
1.1 agreed to a climate finance commitment of $1.3 billion oVerthe,period 2022-2025;

1.2 directed officials to report back by Dec¢embet 2022 onsthe approach Aotearoa
New Zealand will use to measure andyreport on the effectiveness of its climate
finance and to mobilise additional climate finance;

[CAB-21-MIN-0410]

2 noted that there are four sets of activities ih train to inform decision making, to increase
trust and confidence that‘th&-Aotearoa New'Zealand’s climate finance commitment (2022-
2025) will be effectively“delivered, and to demonstrate the difference this commitment has
made, namely:

2.1 existing processes;

2.2 thefassurance programmie;

2.3 eutcome monitoring;

2@ the increased visibility workstream,;

3 directed the\Ministry of Foreign Affairs and Trade to provide status dashboard reports to a
relevant Cabinet Committee on the climate finance commitment and the outcomes in the
Aotearoa New Zealand International Climate Finance Strategy: Tuia te Waka a Kiwa
[CAB-22-MIN-0327.01], at six monthly intervals beginning in August 2023.

Janine Harvey
Committee Secretary

Present: (see over)
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Present: Officials present from:
Rt Hon Chris Hipkins (Chair) Office of the Prime Minister
Hon Carmel Sepuloni Officials Committee for ERS
Hon Grant Robertson

Hon Michael Wood

Hon Damien O’Connor

Hon Andrew Little

Hon David Parker

Hon Nanaia Mahuta

Hon Ginny Andersen
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