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Thank you for your Official Information Act request, received on 16 January 2015.  You 

requested the following: 

 

“This is a request under the Official Information Act 1982 regarding whether the 

Energy Effciency and Conservation Authority offer tax payers (including levy 

payers) value for money.  

We request the following information: 

any modeling, advice or analysis held the considers whether EECA'as work and 

the funding it receives offer value for money and/or is effective. 

Any cost-benefit analysis on EECA or the work it undertakes” 

 

On the same day, you agreed the following scope with the Treasury: 

 

“reports provided to the Minister of Finance since 1 January 2013 that are about:  

• Whether EECA’s work and the funding it receives offer value for money 

and/or effective; or 

• Cost-benefit analysis on EECA or the work it undertakes 

Reports would be considered in the scope of this request where these reports are 

predominately about the above scope” 

 

On 9 February 2015 we requested an extension of 10 working days for consultation.  

Our response to this request is 2 March 2015. 

 

Information Being Released 

Please find enclosed the following document: 

 

Item Date Document Description Decision 

1.  22 March 2013 Treasury Report – Business Energy 

Efficiency – Savings Options 

Release in part 

 



 

2 

I have decided to release the relevant parts of the document listed above, subject to 

information being withheld under one or more of the following sections of the Official 

Information Act, as applicable: 

 

• section 9(2)(a) – to protect the privacy of natural persons, including deceased 

people 

• section 9(2)(f)(iv) – to maintain the current constitutional conventions protecting 

the confidentiality of advice tendered by Ministers and officials 

• section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 

free and frank expression of opinions  

Information Publicly Available 

The following information is also covered by your request and is publicly available on 

the Treasury website and was provided to you via email on 16 January 2015 

 

Item Date Document Description Website Address 

2.   1 March 2013 Aide Memoire: Warm Up New 

Zealand Extension –Budget  2013 

http://www.treasury.govt.nz/dow

nloads/pdfs/b13-info/b13-

2572127.pdf 

 

 

Accordingly, I have declined your request for the document listed in the above table 

under section 18(d) of the Official Information Act – the information requested is or will 

soon be publicly available.  

 

In making my decision, I have considered the public interest considerations in section 

9(1) of the Official Information Act.  

 

Please note that this letter (with your personal details removed) and enclosed 

documents may be published on the Treasury website. 

 

This fully covers the information you requested.  You have the right to ask the 

Ombudsman to investigate and review my decision.  

 

Yours sincerely 

 

 

 

 

 

 

Melody Guy 

Manager, Natural Resources 
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22 March 2013 SE-3-1 

Treasury Report: Business Energy Efficiency - Savings Options 

Executive Summary 

Budget Ministers have requested advice on savings options from business energy efficiency 
programmes, in order to partially offset the extension to Warm Up New Zealand (WUNZ) 
currently being considered through Budget 2013. 
 
The Energy Efficiency Conservation Authority (EECA) spends $25.0 million a year on six 
business energy efficiency programmes, as part of an overall baseline of $39.1 million (in 
2012/13 – excluding multi-year and capital appropriations).1  
 
Of this business energy efficiency funding, $12.2 million is funded through general taxation 
and is used to promote non electricity energy savings. The remaining $12.8 million is 
funded through the Electricity Levy which can only be spent on programmes that aim to 
reduce the demand for electricity.  
 
Our previous advice outlined three options for the business energy efficiency programmes: 
 
Option One: Cancel the $2.5 million increase agreed in Budget 2012 and funded 

through EECA reprioritisation; 
 
Option Two:  Cancel Government funding with a $12.2 million positive impact on the 

Crown operating balance per annum, which includes the $2.5 million in 
option one; or 

 
Option Three: Cancel all business programmes (both Crown and levy funded) with a 

$12.2 million positive impact on the Crown operating balance and a $12.8 
million reduction in expenditure against the Electricity Levy. 

 
Treasury recommends that Ministers agree in-principle to option two given that we have 
concerns about the reliability of EECA’s evaluated benefits and that any benefits that may 
accrue as a result of these programmes are private benefits and are therefore most 
appropriately paid for by users – for example, as is done through the Electricity Levy.  
 
Option two would most likely see the closure of the non-electricity programmes: road 
transport heavy vehicles programme, the industrial process heat programme, and the 
business heat renewable energy use programme. Treasury is of the view that the benefits 
of these programmes do not warrant government funding.   
 
Option two would also leave a funding gap of around $5 million in EECA’s commercial 
buildings programme which could be met through a combination of reducing the outputs of 
the programmes and efficiencies from EECA’s operations. Treasury believes there is scope 
for efficiencies across EECA’s operations.2   

                                                
1
 Details of these programmes are in Appendix 1, and EECA’s overall baselines in Appendix 2. 

2
     For example; EECA’s marketing budget is $8.3 million (approximately 21% of their total budget); 

they have corporate costs of $6.1 million a year (20% of their total budget); and spend $2.2 
million a year on their Strategy and Evaluation team. 
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Option three would have a more significant impact on EECA’s operations, removing all 
funding for business energy efficiency programmes and leaving annual appropriation 
funding of around $7 million in 2014/15 (this excludes decisions on the WUNZ extension). 
Treasury’s view is that pursuing this option would require a more fundamental review of the 
going operation of EECA and a reconsideration of the Government’s Energy Efficiency 
Strategy.   
 
Given the short timeframes for developing this advice, we recommend that Ministers 
request MBIE, in consultation with EECA and the Treasury, provide advice on the 
implementation of option two. This advice would be provided by 1 April, in advance of the 
Budget Cabinet paper going to Cabinet on 8 April.    
 
Communications 
 
Agreeing to options two or three is likely to draw public criticism that questions how these 
options align with the Government’s Business Growth Agenda publication; which promotes 
the Budget 2012 increase to Business Energy Efficiency funding.  
 
                                                                                        
                                                                                    
                                                                                       
                            

 
In responding to these concerns, Ministers could draw attention to any Budget 2013 
extension of Warm-Up New Zealand, which would provide significant ongoing investment in 
insulation and energy efficiency.  

Recommended Action 

We recommend that you: 
 
a note that removing Government funding for EECA’s business energy efficiency 

(option two of this report) would likely see the closure of three of the six business 
programmes, and have a positive impact on the Government’s operating balance of 
$12.2 million per annum  
 

b note that removing all Government and levy-funding (option three) will have a more 
significant impact on EECA’s operations, likely requiring a fundamental review of the 
role of EECA and a reconsideration of the Government’s Energy Efficiency Strategy 
 
Either 
 

c agree in-principle to remove the $12.2 million a year of Crown funding for EECA’s 
business energy efficiency programmes [option two of this report] 

 
 Agree/disagree. 
 

OR 
 

[Withheld under s9(2)(f)(iv)]
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d agree in-principle to remove the $25.0 million a year of Crown funding and Levy 
funding for EECA’s business energy efficiency programmes [option three of this 
report] 

 
Agree/disagree. 
 

e invite the Ministry of Business, Innovation and Employment to provide further advice 
to Ministers on the necessary transitional arrangements to facilitate option two or 
three, in consultation with EECA and the Treasury, by 1 April  to inform the Budget 
paper to be considered by Cabinet on 8 April, and  

 
Agree/disagree. 
 

f Refer to the Minister of Energy and Resources  
 

Refer/not referred. 
 
 
 
 
 
Melody Guy 
Manager, Natural Resources 
 
 
 
 
Hon Bill English 
Minister of Finance 
 
 
 
 
 
 
Hon Steven Joyce 
Associate Minister of Finance 
 
 
 
 
 
 
Hon Dr Jonathan Coleman 
Associate Minister of Finance 
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Treasury Report: Business Energy Efficiency - Savings Options 

Purpose of Report 

1. This reports provides additional analysis on savings options within the business 
energy efficiency programme to offset the cost of any Warm Up New Zealand (WUNZ) 
extension being considered. This report: 
 
a) outlines the details of the six business programmes; 
b) discusses the benefits of the programmes; 
c) outlines three options for savings under the programmes and their implications – 

and recommends option two; 
d) explains the risks associated with the options in the paper; and 
e) proposes further advice on the implementation of the recommend option. 

Business energy efficiency programmes - snapshot 

2. EECA runs six business programmes funded through a combination of Crown 
revenue and Electricity Levy revenue. Table one outlines the funding for the various 
programmes.  

 
Table 1: 2012/13 Funding for Business Energy Efficiency Programmes 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
3. The six business programmes are made up of a combination of: 
 

a) Grants awarded to firms to: contract an energy audit to identify savings; or 
cover a portion of the costs related to implementing a project; or purchasing an 
asset that enables the firms to realise energy savings. 

 
b) Training to individual firms, the service industry for energy products, and 

specialist training for consultants who advice on energy efficiency practices, and    
 

c) Information to businesses on energy efficiency practices, opportunities, and 
case studies, voluntary labelling for office buildings, and regulated and 
voluntary performance standards for some products. Much of the information is 

Programme Crown Revenue Electricity Levy Total Funding 

Commercial building $5.091m $5.170m $10.261m 

Industrial Motors - $3.460m $3.460m 

Industrial Business Heat $3.717m - $3.717m 

Heavy vehicle transport 
fleets 

$1.863m - $1.863m 

Business Heat: 
Renewable energy use 

$0.802m - $0.802m 

Efficient Lighting $0.702m $4.140m $4.842m 

Total $12.175m $12.770m $24.945m 
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gathered from grant-funded projects and used to form case-studies for wider 
dissemination by EECA within industries and sectors 

 
4. Further detail on what is offered through each of the six programmes, including 

incentives at the firm level, can be found in Appendix 1. 

Benefits of the business programmes  

Treasury has significant concerns about the reliability of the evaluation methods 
used to assess the benefits of the programmes.  
 
5.  It has not been possible to verify EECA’s programme benefit calculations, due to 

some of the assumptions made by EECA when calculating energy savings.3 We 
believe that the benefit calculations appear to overstate benefits. 

 
6. A 2011 NZIER evaluation of EECA’s programmes for MBIE found that “the projects did 

not produce standardised data on results, making it difficult to evaluate them after the fact, 
and making governance and good feedback loops more difficult.4” EECA have signalled 
they are progressing work to address this issue.  

 
7. Given the lack of reliable quantified benefits, the Treasury has assessed whether any 

benefits would accrue to private firms or the public in forming a view as to how and 
whether each programme should be funded, below, alongside a more detailed 
analysis of the outputs purchased under each program (Appendix 1).   

 
The evaluated benefits are mostly private benefits. 
 
8. EECA indicate that the evaluated benefits of all programmes, apart from the heavy 

vehicle transport programme, are private in nature. EECA also cites potential external 
benefits as greater energy security, a reduction in our greenhouse gas emissions, and 
a reduction in electricity prices as a result of deferred generation build.  

 
9. Given New Zealand’s relatively secure energy supply system and the presence of 

other government interventions, such as the Emissions Trading Scheme, the 
Treasury’s view is that these possible external benefits are unlikely to be significant. 
The heavy vehicle transport programme has evaluated external benefits that relate to 
improved road safety. Treasury notes that there are alternative methods for improving 
road safety, for example through greater policing of speeding limits for trucks. 
Although we also note that we have not systematically assessed these alternatives.  

                                                
3     For example we have found the following: 

 a) a project assessed by the Treasury attributed 16 percent (5.9 million Kilowatt Hours or 
0.02 petajoules of energy) of the recorded benefits to a planned ‘energy manager’ 
appointment, without specifying how these would be achieved 

b) a significant proportion of benefits recorded had not been confirmed as implemented, 
and 

c) ECA multiplies programme benefits by factor of 1.5, based on assumed indirect benefit 
attributed to a 2012 survey.  

4
  NZIER, Evaluation of business energy efficiency programmes, Final report for the Ministry of 

Economic Development. 14 December 2011.  
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10. The benefit of a reduction in electricity prices as a result of deferred generation build 

accrues to all electricity consumers, not just the businesses reducing their electricity 
demand. In addition, the net impact of EECA’s programmes on electricity prices is not 
clear and the demand effects of rebound (as is the case for WUNZ where people have 
warmer homes instead of reducing electricity demand) and a lower price are not 
measured. 

 
Given the private nature of the benefits, a user pays system for all programmes is 
most appropriate.   
 
11. Electricity efficiency programmes that have sufficient benefits to warrant intervention 

should be paid for through the Electricity Levy. Evaluated benefits appear to accrue to 
electricity users, both those who are pursuing efficiency and potentially to other 
external electricity users, through lower prices from deferred generation. The 
Electricity Levy is therefore considered the most appropriate mechanism to pay for 
government interventions that conserve electricity if funded.  

 
12. The benefits of the three programmes that support non-electricity efficiency are also 

largely private but there is no established mechanism for the recovery of costs. The 
Treasury is of the view that there is not a strong case for Government funding for 
these programmes. The three programmes which would be likely to close should 
Government funding be removed are assessed in more detail under option two below. 

Savings options  

13.  This section looks at the implications of each of the three options.  
 
Option One: Cancel the increase in Government funding of $2.5 million approved in 2012, 
which was met within existing EECA baseline. 
 
14. This would have minimal impact on EECA’s operations and any funding gaps could be 

met from within EECA’s baselines. We do note that the 2012 Budget initiative was 
included within the Government’s Natural Resources Business Growth Agenda 
publication, stating that the extra $2.5 million is expected to save businesses more 
than $30m in energy costs. 

 
Option Two: Cancel the Government funding with a $12.2 million positive impact on the 
Crown operating balance per annum; which includes the $2.5 million in option one. 

 
15. Given that the evaluated benefits of EECA’s electricity programmes accrue to 

electricity consumers, the Treasury’s view is that the Electricity levy is the best source 
of funding for such programmes.  

 
16. The programmes that would be likely to close unless EECA could reprioritise existing 

funding are assessed below, and in more detail as part of Appendix 1. 
 
Heavy Vehicles Transport  
 
17. The Heavy Vehicles Transport programme, $1.9 million in 2012/13, subsidises 

training and fleet efficiency reviews.  
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18. Our view is that there are other ways to improve fuel efficiency and road safety 
without the use of direct subsidies which create a competitive disadvantage for firms 
or unfunded providers who are not funded by the programmes. Alternative measures 
could include stricter enforcement of speed limits as speeding trucks lead to an 
inefficient use of fuel. The Treasury also notes that Government funding of short-
course driver and fleet advisor training does not align with current tertiary education 
policy, which restricts funding to longer-course education programmes.  

 
Industrial Business Heat  
 
19. The Industrial Business Heat programme, $3.7 million in 2012/13, provides 

information, training and financial subsidies to firms for improving process heat 
systems, for example upgrading boiler technology.  For the amount of funding 
provided to this output the potential petajoule savings identified by EECA are relatively 
small. 

 
Business Heat – Renewable Energy Use  
 
11. This programme, $0.8 million funding for 2012/13, encourages the replacement of 

boilers to woody biomass and other fuels.  The primary outputs referenced in the 
2012/13 output agreement are for industry body support and ‘cluster development 
activity’ for non-electricity heat plant.  

 
Impacts on EECA and other programmes 
 
13. EECA advises that removing Government funding from business energy efficiency 

programmes would require EECA to make savings in order to cover overhead costs, 
and that the Electricity Levy could not be increased to cover non electricity efficiency 
programmes.  

 
14. Treasury’s initial view is that there should be scope for efficiency gains across the 

$19.9 million a year of remaining funding under option two (this excludes time limited 
projects such as WUNZ). For example; EECA’s 2012/13 advertising budget is $8.3 
million; they have corporate costs of $6. million a year; and spend $2.2 million a year 
on their Strategy and Evaluation team.  

 
Option Three: Cancel all business programmes (both Crown and levy funded) at a saving 
of $12.2 million positive impact on the Crown operating balance and a $12.8 million 
reduction in the Electricity Levy;  
 
15. This option would see the closure of all of the business energy efficiency programmes 

currently run by EECA and would have a more significant impact on EECA’s 
operations.  

 
16. Removing $25.0 million from EECA’s ongoing funding will leave them with the 

ongoing funding of approximately $9.1 million per annum once the current WUNZ 
finishes part way through 2013/14, plus as a number of time-limited funds due to close 
shortly. This figures excludes the WUNZ extension that is to be considered at Budget 
2013. This $9.1 million funds EECA’s;  

 
a) residential energy efficiency information programmes at $2 million per annum 
 
b) products programmes at $5.1 million per annum, and  
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c) Crown Energy Efficiency capital scheme which provides loans to the public 

sector to invest in energy efficiency at $2 million per annum.  
 
17. As a result of the cancellation of all business programmes EECA would need to 

reduce or absorb up to $5.5 million per annum in overheads previously allocated to 
the business energy efficiency programmes.  

 
18. Treasury’s view is that pursuing this option would require a more fundamental review 

of the ongoing operation of EECA and a reconsideration of the Government’s Energy 
Efficiency Strategy. This would present implementation risks given the timeframes 
available, and would require further analysis of the impacts on EECA’s operations.   

Implementation  

19. In the time available for developing this advice, we have been unable to confirm all of 
the implementation costs and necessary transitional arrangements required to 
implement options two or three, for example  any required funding contract 
terminations. EECA has advised that “a reliable analysis will require review of 
individual contracts and is estimated to take at least one week to accurately respond 
to and involve legal advice on interpretation of clauses and the likely risk of legal 
proceedings being taken.”  

 
20. Therefore we recommend that if Ministers wish to progress with option 2 or 3 that you 

make an in-principle decision and direct MBIE, in consultation with EECA and the 
Treasury, to provide further advice on the implementation of the option. This advice 
would include details of the wind down, changes to the programmes, and any 
reprioritisation needed to meet any funding gaps for programmes affected. This 
advice would need to be tendered by 1 April in advance of the Budget Cabinet paper 
going to Cabinet on 8 April.  

Risks of Options two and three 

EECA’s statutory obligations 
 
21. The statutory function of EECA is outlined in the Energy Efficiency and Conservation 

Act 2000, and requires a New Zealand Energy Efficiency and Conservation Strategy 
(the Strategy) to be in place outlining targets for EECA. EECA are not mandated on 
how they achieve these targets. The current Strategy sets out three efficiency targets 
that relate specifically to businesses:  

 
1. an improvement in the commercial and industrial energy intensity level5 by 

2016;  
 
2. by 2025 up to 9.5 PJ more energy will be from non-electricity renewable sources 

compared with 2005; and  
 
3. public sector energy use per full-time staff equivalent will improve by 2016 

compared with 2010.6  

                                                
5
  gigajoules per $1000 of GDP. 
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22. EECA would be unable to progress these three objectives outlined in the Strategy 

without the operation of some programmes in the business space.  
 
23. Option two would also remove the Government’s main direct interventions to promote 

transport fuel efficiency and renewable energy fuel generation. The Government’s 
Energy Efficiency Strategy includes a target to achieve 9.5 more petajoules of energy 
from non-electricity renewable energy sources by 2025 on 2005 levels.  

 
23. Ministers may wish to change the Strategy’s contents if savings option three is 

chosen, so that it better reflects the current Government energy efficiency and 
conservation priorities. A new Strategy can be approved by the Minister for Energy 
and Resources following a round of consultation with stakeholders and the 
Parliamentary Commissioner for the Environment. 

 

                                                                                                                                                 
6
 MED, New Zealand Energy Efficiency and Conservation Strategy, 2011, p20. 
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Appendix 2: EECA organisational funding 

1. 2012/13 Output Agreement  
 

($000s) 
 

Annual Appropriations  
 

Multi-Year Appropriations Capital 

Programmes 

Energy 
Efficiency and 
Conservation 

Electricity 
Efficiency 
(Levy) 

Energy 
Efficiency & 
Renewable 
Grants 

Air Quality 
Grants & 
Assistance 

Total Annual 
Appropriations   

Marine 
Fund WUNZ 

Ratana 
insulation 
programme 

Crown 
Energy 
Efficiency 

Residential 7,161 1,000   1,100 9,261     71,476 1,710   

                

Products 5,150       5,150     

                

Business   12,033 12,000 680   24,713 780     2,000 

                        

Total   24,344 13,000 680 1,100 39,124   780 71,476 1,710 2,000 
Note: The Output Agreement total for Business varies slightly from the figures ($24.7 million versus $25.1 million) due to an in-year reallocation.  

 
2. Annual Appropriations (Excluding Multi-Year Appropriations)    3. Significant operational expenditure 
 

($000s)  
Annual Appropriations  2012/13 2013/14 2014/15 2015/16 

2016/17 & 
outyears 

Electricity Efficiency (Levy) 13,000 17,519 17,519 17,519 17,519 

Energy Efficiency 24,344 20,404 18,404 18,404 18,404 

Air Quality Grants 1,100 0 0 0 0 
Energy Efficiency & Renewable 
Grants 680 680 680 680 680 

Total Annual Appropriations 39,124 38,603 36,603 36,603 36,603 
 
Note: 1) The increased Levy appropriation from 2013/14 reflects the maximum that can be used by EECA under current Electricity Levy regulations. 
 2) The reduction in Energy Efficiency results from the finish of operational funding related to the current WUNZ programme. 
   

($000s) 
Programmes  Marketing  

Strategy & 
Evaluation team 

Other 
Corporate  

Residential 3,051     

Products 2,334     

Business 2,655   

General Overhead  295 2,231 6,089 

Total   8,335 2,231 6,089 

 

 

 


