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3 June 2022 OC220416 

Hon Michael Wood Action required by: 

Minister of Transport  Friday, 10 June 2022 

PROCESS DESIGN FOR THE TRIAL OF THE CLEAN CAR UPGRADE 
SCHEME 

Purpose 

To seek your direction on the high-level process for the Clean Car Upgrade scheme and to highlight 
key decisions needed for inclusion in the June Cabinet paper.  

Key points 

• The creation of the Clean Car Upgrade Scheme Trial has been agreed to and a tagged
contingency has been established. A remaining design aspect is the scheme process

• The high-level process we propose uses the best elements of the Motor Trade Association
(MTA)’s November proposal and California’s successful “Clean Cars 4 All” programme.

• The scheme will commence with trials in different parts of the country. We have designed a six-
step process for the trials.

• This process is dependent on the rapid development of an integrated IT system. Because the
trials will be reliant on this IT system, it is vital to have this operating on time.  However, it will be
challenging to fully develop and test this system.  As a result, there is a risk that the system will
not be operational in time for the intended April 2023 launch.

• To meet an April 2023 launch date it is imperative to move quickly to finalise scheme design and
release some implementation funding from the tagged contingency

• We have considered several design elements in the development of the proposed high-level
process.  These design elements include: selection of and payment to delivery partners, trial
scheme requirements, mitigation to protect against misuse of the trial scheme, and providing a
streamlined process for participants and delivery partners.

• To support the rapid implementation of the trials, we recommend changing the location of one trial
from Bay of Plenty to the Gisborne region to enable use of existing Waka Kotahi relationships.
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PROCESS DESIGN FOR THE TRIAL OF THE CLEAN CAR UPGRADE 
SCHEME 

We are accelerating trial design for the Clean Car Upgrade scheme.  

1 The Clean Car Upgrade scheme is included in the transport chapter of the Emissions 
Reduction Plan and in the budget announced 19 May 2022, with $31.8 million provided as a 
tagged contingency for designing and implementing a trial scrappage scheme.  
 

2 Your intent is that the trial will commence in April 2023 in at least one of three locations.  Any 
expansion of the scheme is dependant on the outcomes of the trial.  Evaluation of the Clean 
Car Upgrade trials will be addressed in a briefing planned for July this year. 
 

3 This briefing builds on previous advice provided on the targeting of the trial scheme 
(OC210954 refers), and forms of financial assistance (OC220136 refers). This briefing focuses 
on the high-level process design elements that are still to be agreed for the trial of the scheme, 
as well as a proposed change of one trial location.  
 

4 Upcoming Cabinet decisions in June and September will enable Waka Kotahi to begin key 
implementation activities to stand up the scheme, including engagement with communities, 
affected industry, and potential delivery providers to further refine the proposed processes. 

We propose a high-level process that incorporates the strengths of the Motor Trade 
Association (MTA)’s vehicle scrappage proposal and California’s programme. 

5 In designing the process for the scrappage scheme we have drawn on the vehicle scrappage 
proposal that the MTA developed following an industry workshop in November 2021, and 
California’s successful “Clean Cars 4 All” equity-oriented vehicle scrappage programme. 

6 MTA’s strategy is not equity-based but many of their insights and proposed processes are 
valuable.  We extensively incorporated these elements. 

7 We had far-reaching discussions with officials and dealers implementing California’s scheme 
and incorporated their advice and elements of their programme. In addition, we have engaged 
with the Automobile Association (AA) and the Financial Service Federation (FSF).  This 
briefing is also informed by their contributions. 

8 Waka Kotahi provided input to earlier drafts of this briefing, but its comments are go further 
than the focus of this briefing.  For reference, Waka Kotahi’s full feedback on the draft is 
included in Annex 1. 

9 Below, we discuss the contributors to the Clean Car Upgrade and the steps in the process. 

Contributors to the Clean Car Upgrade Process 

10 As the scheme administrator, Waka Kotahi is the lead delivery agency. Supporting agencies 
will be the Ministry of Transport, Inland Revenue, and the Department of Internal Affairs. In 
addition, there will be Participant Advisors and delivery partners.  Respective roles are 
summarised in the table below. 
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12 These steps would be supported using an integrative IT system, Participant Advisors, and 
steps to reduce the risk of misuse. These design aspects of the trial are discussed in  
paragraphs 14-32 of this briefing.  

13 This IT system is crucial to the success of the trial and will require integration with two other 
government IT systems.  It will be challenging to fully develop and test the system in time for 
the intended April 2023 launch. There is a significant risk that the IT system will not be fully 
ready in time.  This could put the intended start date and the integrity or completeness of the 
trial at risk.

PROACTIVELY
 R

ELE
ASED BY  

TE M
ANATU W

AKA M
IN

ISTRY O
F TRANSPORT



Figure 1 – Proposed process for the trial of the equity-oriented vehicle scrappage scheme  
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Transit Providers Public transit providers within the geographic limits of the trial. 

Personal Transportation 
(e.g., e-bikes)  

Since there is no existing accreditation, we recommend selection 
based on local reputation, having an established storefront business, 
and history of providing specified products, and an established 
relationship with local government PT/Mobility teams. 

We recommend a mixed model for paying delivery partners  

18 In designing our proposed approach, we balanced timely payment of providers, 
protection against scheme misuse, and providing a streamlined experience for 
participants and delivery partners.   

19 Waka Kotahi will need to work with the Ministry of Business, Innovation and 
Employment to align with best practice procurement rules. 

20 For vehicle purchases, we recommend directly paying funds to the delivery partner 
once the replacement vehicle is approved and the participant pays or obtains financing 
for any remaining costs.  

20.1 This model is successful in California and reduces misuse compared to paying 
participants directly. 

20.2 Rebate payment (such as the Clean Car Discount) is not appropriate for this 
scheme as lower income households may not be able to afford to pay full price 
upfront then wait for a rebate payment. 

21 For alternative transport options, we are exploring whether participants could be given 
a restricted use debit card for the value of support.   

21.1 This strategy was tested in Oakland’s “Universal Basic Mobility” programme, 
which provided transit support to lower-income community members. While this 
approach reduces the risk of misuse, it has not been tested in a more complex 
transportation context and in the New Zealand legal/regulatory context. (See 
Table 4)   

21.2 Waka Kotahi will need to further investigate whether this approach is appropriate 
and whether it is possible to lock down types of purchases made on limited use 
debit cards, in addition to locking down vendors. 

22 Participants who mix vehicle and low emission alternatives could experience a 
combination of these payments.  Vehicle support could be paid directly to dealers, and 
the balance loaded onto a limited use debit card, if this approach is appropriate to the 
New Zealand context. 

We recommend limited restrictions on the re-use of scrapped vehicle parts. 

23 Any restrictions should balance three competing objectives: 

23.1 removing high-emitting and unsafe vehicles, and limiting the longevity of similar 
vehicles by restricting parts reuse 
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23.2 protecting the long-term economic viability of the scrappage industry (which 
earns much of its profits from used parts sale)  

23.3 encouraging re-use and recycling as part of promoting a circular economy. 

24 We recommend following California’s model by requiring destroying the engine but 
allowing harvest of other parts.  This destroys the CO2-emitting component, while 
protecting the viability of the scrappage industry and discouraging waste.   

25 We recommend that Waka Kotahi work with both Ministry for Environment and 
scrappage providers to align with their developing product stewardship standards. 

Changing one trial location would support the accelerated trial timeframe.  

26 In our last discussion with you, you indicated a preference for trials in Auckland, 
Christchurch, and Bay of Plenty.  This provides for trials in a large and small city, and 
a region. 

27 Waka Kotahi has recommended conducting the third trial in the Gisborne region, 
because they have existing and ongoing community relationships.  This would be a 
significant advantage in rapidly implementing a successful trial. 

28 We support the Waka Kotahi recommendation as it would allow a trial in a mixed city 
and rural region while also supporting the accelerated timeframe. 

Steps need to be taken to protect the trials from risk. 

29 Implementing this type of scheme carries many risks.  These are both risks to 
implementation and risks of scheme misuse.  

30 We recommend a multi-faceted approach to mitigate the major risk of scheme misuse.  
This approach draws on experiences from the Californian model, industry 
recommendations, and our analysis.  

31 This approach, which is outlined in Table 4 below, relies on a combination of checks 
and balances, online safeguards, and strategic planning of the trial to support the 
intended April 2023 launch of trials. All proposed mitigations are grounded in our 
research but will require further investigation to assess appropriateness and 
effectiveness prior to implementation. 
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Annex 1: Waka Kotahi feedback on the draft briefing and broader feedback on 
scheme design (shared with Waka Kotahi agreement) 

 

BRI-2487 [MoT for Input] OC220416_Process design for the trial of the Clean 
Car Upgrade Scheme 

 
31 May 2022 
 

Te Manatu Waka the Ministry of Transport (MoT) is seeking input from Waka Kotahi NZ Transport 
Agency on the draft briefing OC220416: Process design for the trial of the Clean Car Upgrade 
Scheme. 

The Clean Car Upgrade Scheme is the new name for the equity focused vehicle scrap and replace 
scheme and the social leasing scheme, signalled in the Emissions Reduction Plan (ERP) and funded 
through the Climate Emergency Response Fund (CERF). 
Waka Kotahi has previously provided feedback on these equity-focused vehicle schemes: 

• BRI-3741 Equity focused vehicle scrap and replace scheme – November 2021. 

• BRI-2263 on OC210442: Safeguarding equity in the decarbonisation of light vehicles briefing; and 
via email following discussion on 1 September 2021 

• BRI-2319: Terms of Reference for Clean and Safe Vehicles for All. 

• BRI-2449 on OC220136: Financial assistance for the trial of the equity-oriented vehicle scrappage 
scheme. 

Waka Kotahi was not invited to comment on relevant Ministerial briefings in May 2022 for Early actions 
to progress the trial of the equity oriented vehicle scrappage scheme (OC220282) and Additional 
information requested in relation to the assistance for the trial vehicle scrappage scheme (OC220340).  

Waka Kotahi notes that it has been identified as the delivery agent for the vehicle scrappage 
component of the Clean Car Upgrade Scheme, and that a trial commencement date of April 2023 has 
been made public. This timeline is highly challenging. We consider a great deal more due diligence is 
required across a range of issues to determine (a) whether this timeline is achievable; and (b) to 
design and establish a trial that can usefully inform a larger scheme in future. 

Part of this due diligence needs to include a robust assessment of scheme and trial legal and delivery 
risks, in addition to the selection of policy design and integrity risks included in the process paper (and 
previous papers). There are a substantial number of risks to participants, the delivery agent and 
delivery partners that need to be scoped and mitigations developed.  

Waka Kotahi cannot fully participate in or lead aspects of this due diligence until we have a legal 
mandate and funding to do so. While providing advice and support to the Ministry for policy 
development is within our statutory functions, substantive design and delivery of the trial scheme is 
not. This will need to be addressed via a Ministerial direction. Because the work is not part of our 
statutory remit, National Land Transport Funds (NLTF) cannot be used for it. This means funding for 
any work Waka Kotahi undertakes to substantively design and implement the trial scheme needs to be 
provided promptly. 

Key issues are set out in the next section of this document. Our summary view is that:  
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• We reiterate our core concerns that this very substantial investment is based on limited policy 
development for the Aotearoa New Zealand context. Our preference is for the approach to have 
been preceded by a robust feasibility study. 

• A consolidated overview of the policy and trial design and intent is urgently required. The current 
policy and design elements are contained in multiple papers and briefings and there does not 
appear to be any singular source of the current state (i.e., fixed vs malleable policy settings, 
decisions and commitments made, decisions yet to be made, risks and mitigations).  

• The Ministerial briefings need to focus on policy issues that design needs to address, and should 
avoid prematurely locking in detailed design elements and responses that are yet to be tested with 
partners and participants. This maximises flexibility, avoids locking in sub-optimal policy and 
design settings, and minimises the risk of the Minister having to revisit past decisions, particularly 
on quite detailed rules or requirements. 

• Key information about participant needs, challenges and opportunities remain outstanding. We 
appreciate the intention to use focus groups soon to address this matter and flag this as an 
example of an activity that we cannot commence prior to funding being provided. 

• Separation of the vehicle scrappage scheme from the social-leasing scheme is not ideal. We 
consider both schemes are best developed and established together, under the same governance 
and delivery arrangements, to avoid participant and delivery partner confusion and duplication, 
and leverage synergies. 

• There are a substantial range of outstanding legal, financial, systems, privacy, contractual, 
partnering and commercial risks related to scheme design and delivery that need to be addressed 
before policy and trial design and establishment can be advanced. 

• We suggest a series of risk management workshops is required to fully unpack and identify 
mitigations for risks related to policy and trial design, participants, the delivery agent and delivery 
partners and the evaluation process.  

• Funding is required now for these risk management workshops and other due diligence activities, 
and for subsequent work to fully design and establish the trial. As the nominated delivery agent, 
Waka Kotahi cannot undertake substantive work until mandate is provided and funding is 
available. 

Key issues and risks to address are outlined out below. We have also made comments in the draft 
process paper provided.  

 
Provide a consolidated overview of policy/trial decisions  
Waka Kotahi has commented on multiple papers for the equity-focused vehicle schemes. These 
canvas a range of issues associated with policy rationale and design, including the targeting 
mechanism, level of financial assistance, addressing issues of mis-use, and process design. The 
various papers contain some detailed design elements. We are unsure which of these elements are 
fixed or malleable and therefore subject to testing and refinement. We are also unsure of what has or 
has not been agreed with central government agencies that are needed for the trials (e.g. Inland 
Revenue ability to provide resource for the API in time for an April 2023 trial start date). We are unsure 
of the scheme objectives which appear to shift from paper to paper. Roles and responsibilities remain 
unclear – with the draft implementation plan being particularly inconsistent here (e.g. the evaluation 
task is variously for MoT, Waka Kotahi or an independent entity to lead). 

Waka Kotahi strongly recommends that MoT provide a singular overview across currently fragmented 
policy elements contained in multiple papers and the draft implementation plan. It needs to include the 
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policy intent and objectives, agreed or fixed policy settings, policy settings that are malleable and 
subject to testing, commitments made or yet to be made (by agencies). The policy description in the 
draft implementation plan is an outline only and the implementation plan as a whole does not perform 
this function. Following completion of risk workshops (see below), this consolidated view should also 
record key risks and mitigations. 

 
Avoid premature agreement of detailed design elements 
Waka Kotahi is also concerned that detailed design elements are potentially being locked in ahead of 
testing. This risks unduly constraining future design and establishment decisions. Paragraphs 21-51 in 
the process paper (under the heading ‘We consider seven key issues in trial design’), are an example. 
We are concerned about the merits of discussing and potentially agreeing design responses with the 
Minister, ahead of a full risk assessment. 

Waka Kotahi also recommends that the policy focus for now should be on key issues that design 
needs to address and potential options for addressing them, rather than on detailed policy design 
responses. 

 
Key risks to address 
Waka Kotahi has seen limited exploration of risks for participants, the delivery agent, and delivery 
partners; and a ‘lite’ approach to policy design risks. This is not consistent with risk and assurance 
best practice and does not appear to be aligned with Treasury expectations of risk assessment for 
projects and programmes, particularly those that are high risk, high cost and novel in the New Zealand 
context. 

Waka Kotahi is concerned that the proposal as outlined, and lacking a disciplined approach to risk and 
assurance, will result in significant risks being transferred to Waka Kotahi which it may not be able to 
mitigate. Examples of some key risks and issues are outlined below. This is not an exhaustive list. 
Risk workshops are required to fully identify and detail risks and mitigations. 

We do not believe that all these matters can be pushed downstream and addressed as the trial 
progresses. These are substantive design and delivery matters that need to inform and shape the 
overall approach, before it is tested in the real world, and subsequently refined as appropriate.  

 

Mandate and funding 

Waka Kotahi mandate and funding to undertake substantive work required of the delivery agent is 
urgently required, as discussed above. 

 

Financial  

There are a range of financial risks to be addressed:  

• Waka Kotahi has previously raised concerns (shared by IRD and MSD) that the potential need for 
participants to seek market loans to address the gap between the grant and the purchase price of 
an eligible vehicle may introduce or exacerbate financial stress for participants. Is the use of 
income as a proxy for ability to service debt an appropriate proxy in this context? 

• Elements of the scheme may trigger compliance obligations related to provision of financial 
services, financial regulation and securities (i.e. related to potential for budget advice to be offered 
by Participant Advisors; securities over vehicles subject to a loan; use of debit or debt cards and 
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requirements related to the Credit Contracts and Consumer Finance Act). Waka Kotahi considers 
it will need external financial/securities legal advice.  

• Roles and responsibilities for providing financial advice to participants need to be carefully worked 
through. Is this a role for Participant Advisors? If so, does this risk duplicating or confusing 
provision of financial advice and support from social agencies?  

 

Consumer contract issues 

Issues of replacement vehicle eligibility, replacement vehicle reliability and participant ‘contracts’ 
required to enter the scheme may raise issues of misrepresentation and onerous contracts related to 
consumer contracts and the Fair Trading Act (e.g. what are the risks for Waka Kotahi if participants 
incur debt for a vehicle deemed eligible, but which proves faulty or unreliable? Scheme design for 
determining eligible vehicles will need to avoid providing any guarantee or perception of guarantee 
against faults). 

Commercial contracts and procurement issues 

The scheme appears to rely on a large range of contracts being established with participants, vehicle 
suppliers, vehicle scrappers, potentially other delivery partners (e.g. central government agencies 
such as IRD; potentially central government financial support agencies), an IT system designer, and 
employment contracts for Participant Advisors. This substantial package of contracts will require a 
range of commercial and contractual matters to be thought through, including ensuring that the time 
and cost required to set these contracts up is correctly scoped. 

 

Privacy 

The targeted nature of the scheme requires careful management and protection of personal 
information, including information sharing protocols between agencies that are consented by 
participants and the interface with IT systems.  

 

IT System 

The process paper and draft implementation plan correctly identify the need for an IT system that can 
integrate information from different agencies, protect private and commercial information, and track 
the progress of participants and vehicles through the six stages of the scheme. It is unlikely that 
current systems can be adapted for this functionality, which is more complex than the system 
requirements for the Clean Car Discount. We envisage a bespoke manual system will need to be 
developed for the trial. 

 

Conflicts of interest 

Perceived and actual conflicts of interest may need to be addressed. Participant Advisors will need to 
be carefully selected and their role clearly defined. There are risks related to preferring some 
participants over others; favouring some vehicles more than others; favouring some vehicle suppliers 
or scrappers over others; favouring some financial service providers over others. The whole selection 
process for delivery partners will need to address these issues as well. 

 

Vehicle industry risks 
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There are range of vehicle industry risks that need to be fully scoped. Some, but not all have been 
captured in papers seen to date. Examples include: 

• Risks of scheme misuse by participants (double-dipping; buying vehicles to scrap; on-selling), 
vehicle suppliers (inflating costs, vehicle quality/batter life misrepresentation) and scrappers 
(flipping engines and vehicles, harvesting parts to put unsafe and high emitting vehicles back 
on the road etc) 

• Vehicle supply; longevity issues with batteries 

• Potential for market price distortion. 

 

Role clarity 

The scheme relies on integrated or seamless interactions between multiple entities, including Waka 
Kotahi, other central government agencies (including MoT’s monitoring role), vehicle suppliers, vehicle 
scrappers, Participant Advisors and participants. The different roles and where they start and stop, 
needs to be fully explored and built into the scheme design and contracts. For example it is unclear 
how vehicle dealers would confirm the identity of participants (paragraph 50 in the process paper). 

 

Simplicity and integrity 

The stages of the process, the number of participant and vehicle eligibility tests, the range of criteria or 
rules that might apply, and the number of entities and participants engaging in the scheme is a recipe 
for complexity. A balance needs to be struck between simplicity and scheme integrity, particularly for 
trial purposes. We consider it may be useful to identify design principles to get the ‘pitch’ right, e.g. 
decisions are based on objective criteria or standards and individual judgement is minimised – this will 
impact on the ‘rules’ of the scheme. We also suggest that the design and implementation of the trial 
focus on core practical functions required to establish the trial (systems, people, process), with other 
matters fully addressed for any future roll-out.  

 

Workforce 

A range of skills and subject matter experts will need to be engaged on the design and delivery of the 
scheme. These include Participant Advisors, project managers, social enterprise and community 
engagement specialists. Recruitment and training risks are high in a tight labour market. 

It is unclear whether Participant Advisors are intended to be Waka Kotahi staff. Position descriptions, 
contracts and training for a potentially wide range of capabilities, systems, processes and core product 
information will be required. Sourcing the expertise to devise and deliver the training will likely need to 
include third parties since some capabilities are outside the current remit of Waka Kotahi (e.g. financial 
or budget advice). 

We also note we do not have staff with capacity to determine vehicle eligibility (for entry to the scheme 
or for scrappage) and that this gap will need to be addressed. 

 

Quantum of criteria, legal challenge or clarity issues and compliance  

The six stage process and some of the issues related to trial design contain a range of criteria 
required at different stages to confirm eligibility and/or ethical behaviour (participants, vehicles, 
vehicles to be scrapped, vehicle suppliers and vehicle scrappers). Our experience with the Clean Car 
Programme is that ideally core criteria are set out in regulations to minimise the risk of legal challenge 
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or confusion which may hamper the trial. Drafting disciplines for regulations provide the opportunity to 
maximise clarity for participants and observers and a sunset clause could be deployed for trial 
purposes. 

 

Next steps 

We suggest that risk workshops be organised between Waka Kotahi and MoT so that the matters 
outlined above can be fully explored, assessed and mitigations discussed. We are happy to have our 
Risk and Assurance Team lead these workshops.  

We also seek an assurance that MoT will fast-track the release of funding to Waka Kotahi so that work 
can commence promptly.  

 

  

PROACTIVELY
 R

ELE
ASED BY  

TE M
ANATU W

AKA M
IN

ISTRY O
F TRANSPORT



Annex 2: Controls needed to reduce scheme misuse: 

• Requiring applicants to sign a statutory declaration confirming the truthfulness 
of their application could reduce the likelihood of fraudulent applications.  

• A two-year ownership or registration requirement on scrapped vehicles could 
prevent people purchasing a cheap used vehicle for the purpose of participating 
in the scheme.   

• A quality requirement on replacement vehicles could prevent auto dealers from 
providing inadequate vehicles to participants. 

• A basic functionality test requirement for scrapped vehicles combined with a 
recent Warrant of Fitness and vehicle licence requirement could reduce the risk 
of accepting an end-of-life vehicle that would be scraped outside of the 
programme. 

• Eligibility requirements for vehicle dealers and scrappers could reduce the risk 
of attracting participants inclined to fraudulent behaviour. 

• A positive obligation in contracts with delivery partners (such as vehicle and e-
bike dealers) could require delivery partners to not inflate the price products 
sold in the programme above standard commercial rates and provide a means 
of removing delivery partners who fail to comply with these controls.  This could 
also require providing data necessary for trial scheme evaluation.  

• Documentation controls for scrappers could require evidence that the correct 
vehicle had been scrapped and scrapped appropriately (e.g., engine disabled), 
as well as data necessary to evaluate the trial scheme.  A contract to this effect 
could also provide a means of removing scrappers who do not comply with 
these controls. This could also require providing data necessary for trial scheme 
evaluation. 

• Scrapped vehicles could be required have to have no loans listed on the PPSR 
to avoid submission of vehicles participants do not have the legal right to scrap. PROACTIVELY

 R
ELE

ASED BY  

TE M
ANATU W

AKA M
IN

ISTRY O
F TRANSPORT


	Cover Page - information withheld.pdf
	10. Briefing - OC220416 - PROCESS DESIGN FOR THE TRIAL OF THE CLEAN CAR UPGRADE SCHEME.pdf



