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Secretary to
the Treasury’s
Overview

Introduction

The Treasury’s role is to

provide economic and

financial advice to help

the Government achieve

higher living standards

for New Zealanders. As

the Government’s lead

agency on economic policy, we provide advice on the

future shape and direction of New Zealand’s economy.

We are also responsible for monitoring and managing

the Crown’s financial affairs, advising on how the

Government can get the best quality and value out of

public spending.
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The Macroeconomic Situation
The New Zealand economy grew at 2.5% over 2000/01 with a strong
external sector counterbalanced by subdued domestic demand.  There
has been an improvement in the current account and further
improvement is expected.  Operating surpluses continue to rise as tax
revenue growth exceeds expenditure growth, helping the Government
progress towards its other economic and social objectives. The key
economic uncertainty for the year ahead relates to world growth
prospects.

2000/01 Work Priorities
The key work priorities agreed with the Minister for 2000/01 were:

• an inclusive economy

• value for money

• current account and savings issues

• pre-funding New Zealand Superannuation.

While these have been a priority we have continued to provide the
Government with a wide range of  outputs that are outlined in more
detail in the Output Performance section of  this document.  Some of
the highlights from the year are outlined below.

Facilitating Economic Transformation
The Prime Minister in her Statement to Parliament in January highlighted
the Government’s commitment to economic transformation.  During
the latter part of  the year, the Treasury agreed with the Minister to
undertake research to develop a better understanding of  the adjustments
required within and between sectors in New Zealand.  We will also be
looking at what New Zealand-specific factors impact on our growth
potential; how significant their effects might be; how we can reinforce
or ameliorate them; and lessons we can draw from other countries.  This
will build on work done in 2000/01 on an inclusive economy and savings
and investment.

The Government came into office with a strong focus on regional and
industry development and a number of  policy initiatives aimed at growing



B.27

4      THE TREASURY

an innovative economy.  The Treasury has continued to provide advice
on implementing regional and industry development proposals and
facilitating research and development.  Together with Inland Revenue,
we released a discussion paper on taxation of  research and development
(R&D) and provided advice on the subsequent Bill introduced to the
House, which should remove uncertainties and inconsistencies in the
tax treatment of  R&D.  The Treasury also provided advice on
establishing the New Zealand Venture Investment Fund.  The Fund is
designed to accelerate the development of  the venture capital industry
and facilitate commercialisation of  R&D.

The Treasury has been actively involved in developing, designing and
implementing the Government’s export credit guarantee policy.  An
Export Credit Office (ECO) was established under delegated authority
from the Minister of  Finance to the Secretary to the Treasury and started
operations on 2 July 2001.  Given the risks inherent in the provision of
export credit insurance, a Technical Advisory Committee has been
established to provide specialist advice to me, as Secretary.

Developing an Inclusive Economy
An inclusive economy provides well-being to New Zealanders by
providing broad-based opportunities to participate in society and the
economy - thereby improving prospects for well-being.  During 2000/
01 the Treasury advised on a framework for social inclusion (staff
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pictured).  This was developed in consultation with other departments,
particularly the Ministry of  Social Policy, and with the input of
international experts.  This culminated in the release in July 2001 of  the
report Towards an Inclusive Economy and two working papers - Human Capital
and the Inclusive Economy and Geography and the Inclusive Economy:  A Regional
Perspective.  The aim of  this work is to give governments ways to help
achieve the goals of  economic growth and social equity, which are often
seen as competing. We have since presented the work to various groups
of  Ministers, departmental officials and external audiences, and received
a largely positive response.

As a particular focus, the Treasury reported to Ministers on setting
spending priorities aimed at improving outcomes for Mäori and Pacific
peoples who continue to be over-represented in negative economic and
social measures. The report proposed policy areas where concerted
government effort to improve the efficiency and effectiveness of
expenditure would be most likely to make a difference.

Ensuring Value for Money
The Government needs to be sure that its expenditure offers sound
value for money, if  it wants to deliver on its goals.

Following on from experience with Budget 2000, Finance Ministers
instituted a value for money review to address emerging pressures on
baselines.  This exercise triggered a dialogue between Finance Ministers
and Vote Ministers on the fiscal
implications of emerging risks and
policy options in several significant
areas, including health and social
services. The exercise enabled the
Treasury to provide advice on
managing the overall fiscal position in
advance of  Budget 2001 and to better
assess departments’ Budget
submissions. The Treasury’s input into
the 2001 Budget process helped
Ministers identify social services and employment savings opportunities
worth more than $200 million over the next four years (to 2004/05).
Having reviewed the 2000/01 value for money process with Finance
Ministers, a similar process is proposed for 2001/02.

Ministers identify social
services and
employment savings
opportunities worth
more than $200 million
over the next four years.
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Better Understanding Current Account
and Savings Issues
A current account deficit reflects the fact that the demand for savings
in New Zealand is greater than the supply.  Persistent high current
account deficits leave New Zealand vulnerable to changes in investor
confidence, that could lead to economically disruptive falls in the
exchange rate, and rises in interest rates.  High levels of  deficit are
therefore of  concern for the Government.

During the year, the Treasury has undertaken work to better understand
the components, determinants and implications of  New Zealand’s
persistent current account deficits. We reported to the Minister on the
sustainability of  the current account, a current account deficit
comparison with Australia, and on trends in the capital account.

Associated with this was work on better understanding New Zealand’s
saving behaviour. We provided a report for the
Minister on New Zealanders’ saving practices, which
discussed how trends are likely to influence savings,
and summarised research on the linkages between
Government policy, savings investment and the
current account.  Drawing on this work we reported
on policy to enhance savings, and on current account
policy options.  Subsequently, a seminar was held to

present the preliminary findings of  a study on savings behaviour of
cohorts of  New Zealanders.

Saving for Retirement
During 1999/2000 the Treasury commenced work on the design of  a
scheme to pre-fund a portion of  the future costs of  New Zealand
Superannuation.  We have continued to report and advise on
entitlements, funding arrangements and Budget implications.  Following
the Cabinet decision in October 2000 to proceed, we provided briefings
to industry experts and to political parties on the policy.

The Treasury has since provided advice on legislation and other matters
to implement the scheme.  This involved preparing drafting instructions
for the New Zealand Superannuation Bill, and providing advice to

We reported on
policy to enhance

savings, and on
current account

policy options.
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Ministers and the Finance and Expenditure Select Committee (FEC) as
the Bill proceeded through Parliament. Treasury officials were appointed
as advisors to the FEC while it heard submissions and deliberated on
the Bill.  The Bill was reported back to the House in June 2001.

By establishing the New Zealand Superannuation Fund and maintaining
fiscal surpluses, the Government aims to play its part in lifting the level
of  savings in New Zealand, creating a stronger Crown balance sheet to
help cope with the inevitable fiscal pressures of  the future.  But unless
this is matched by substantial improvement in the level of  private savings,
our national savings record will remain unsatisfactory.  During 2001/
02 the Minister wishes to foster informed debate on the way that savings
for retirement through private superannuation funds are taxed and the
Treasury, with Inland Revenue, will provide advice on this topic.

Supporting Government Reviews
The Government initiated a number of  reviews that have reported back
or issued discussion papers during the year, such as the Review of  the
Operation of  Monetary Policy and the Tax Review.  The Treasury has
provided advice, and in some instances secretariat services, to support
these reviews.
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Review of the Operation of Monetary Policy

The Government decided that, 10 years after the Reserve Bank Act
1989 came into force, it was timely to review the operation of  monetary
policy to assess if  it was as effective as possible.  During 1999/2000 the
Treasury provided advice on the scope of  this review, the review process
and the appointment of  an independent reviewer.  Professor Lars
Svensson was appointed to undertake the review and reported back in

February 2001.  He concluded that,
while monetary policy in New Zealand
is currently entirely consistent with best
international practice, there are some
weaknesses with regard to governance
and accountability.  He recommended a
range of  changes focusing on the
weaknesses identified.  The Government
has since considered the
recommendations made in the report

and announced its proposed response in May 2001.  The Treasury
managed the public submissions process and reported to the Minister
on the recommendations arising from the review.  We also used
participation in the process as an opportunity to enhance our capability
in monetary policy.

Tax Review

At the start of  the year, the Treasury and Inland Revenue reported to
Ministers on establishing the Tax Review. Throughout the year we jointly
provided policy and secretariat support to the Tax Review committee.
The Review Team called for submissions, on the basis of  their terms of
reference, in December 2000.  We provided assistance to the Tax Review
in preparing and releasing its issues paper in June 2001. The issues paper
was released on time, and covered the Review’s terms of  reference.  We
will continue to provide support to the Review team, which is due to
report in October 2001, and to Ministers in developing the Government’s
response.

The Treasury managed
the public submissions

process and reported to
the Minister on the
recommendations

arising from the review.
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Enhancing Public Sector Management
The Treasury provided advice on a number of  initiatives to enhance
public sector management expectations.  We provided advice to Ministers
and the FEC on the new Public Audit Act, which establishes the
Auditor-General’s independence as an Officer
of  Parliament and clarifies the Office’s coverage
of  public agencies. After extensive consultation,
we developed and issued guidelines for public
agencies that contract with non-government
organisations (NGOs) for the delivery of
services to the Crown.  Both NGOs and
government agencies have welcomed the new guidelines.  The Treasury
also worked with the State Services Commission (SSC) and departments
in capability, accountability and performance pilots aimed at improving
strategic planning and reporting.  New approaches to reporting on the
overall performance of  departments should both improve the
information provided to Ministers and Parliament and reduce compliance
costs for departments.

The Treasury, with the SSC, commissioned a study on shared support
services for departments.  This showed little general potential for financial
savings.  However, a review of  departmental insurance arrangements
suggested that further efficiencies may be achievable and work is
underway to evaluate alternative options.

Both NGOs and
government agencies
have welcomed the
new guidelines.
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CCMAU
It has been a year of  significant change for CCMAU with the transfer
of  the health-monitoring function to the Ministry of  Health.  This
single event resulted in a significant reduction in the size of  the Unit.
The subsequent review of  the residual CCMAU business confirmed
that the Unit should remain a semi-autonomous body attached to the
Treasury.  I retain responsibility for the Unit and during the year
appointed Murray Wright as Executive Director.  His commentary on
CCMAU’s achievements for the year is on pages 65 - 69.

Managing The Treasury
2000/01 has been a year of  significant internal change as outlined on
pages 15 - 27.  I am proud of  how we have managed this change process

while continuing to deliver high-quality
advice to the Government.  For all nine
of our output classes the Minister of
Finance assessed us as having met and
frequently exceeded his expectations.
Through our ongoing research
programme and staff  development we
have also worked to ensure we have
the capability to respond to future
government requirements and changes
in external factors.

I would like to thank my managers and staff  for their professionalism,
commitment to excellence and support during the year.  There are new
challenges ahead as we implement agreed organisational changes.
However, I am confident we can continue to meet immediate output
demands while maintaining and enhancing the capability of the
Department.

For all nine of our output
classes the Minister of

Finance assessed us as
having met and

frequently exceeded his
expectations.
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The Year Ahead
As set out in our Departmental Forecast Report for 2001/02, we have agreed the
following work priorities with the Minister for the year ahead:

• Facilitating economic transformation.

• Developing an inclusive economy.

• Saving for retirement.

• Reviewing the tax system.

• Ensuring value for money.

• Enhancing public sector management.

• Improving balance sheet management.

• Enhancing New Zealand’s external economic strategy.

• Improving tertiary education.

• Responding to environmental issues.

• Managing the export credit guarantee policy.

Dr A E Bollard

Secretary to the Treasury
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B.27

Mike James Asset and Liability Management Branch

• Public Sector Management
• Crown Debt Management

• Crown Company Performance
• Crown Risk & Liability Management

Iain Rennie Budget and Macroeconomic Branch

• Budget Management

• Macroeconomic Policy Advice
• Macroeconomic Forecasting & Monitoring
• Fiscal Forecasting & Reporting
• Accounting Policy Development

John Whitehead Regulatory and Tax Policy Branch

• Tax Policy
• Regulation & Vote Purchase, Ownership

& Performance Issues
[Commercial Markets, Land & Natural
Resources, Environment, Science & Transport

Government Services & Defence,
International Economics]

Peter Bushnell Social Policy Branch

• Regulation & Vote Purchase, Ownership

& Performance Issues
[Health, Education, Welfare, Labour
Markets, Justice, Mäori Affairs]

Angela Hauk-Willis Corporate Branch
• Corporate Services
• Policy Co-ordination & Development

Murray Wright Crown Company Monitoring
Executive Director Advisory Unit

• Crown Research Institutes’ Monitoring
• State-Owned Enterprises’ Monitoring
• Appointments & Governance
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Responsible Minister:

Treasurer/Minister of Finance
Alan Bollard

Secretary to the Treasury

Vote Minister:

Minister of Finance

Vote Ministers:

Minister for Crown Research Institutes

Minister for State-Owned Enterprises

Organisational
Structure
- the Department

as at 30 June 2001
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The Treasury
- Vision and Purpose

Vision
A world-class Treasury

working for higher living standards
for New Zealanders

Purpose
The Treasury helps the Government to improve economic performance
and manage scarce resources.

Treasury Roles
The Treasury has three central roles:

• Providing advice to improve the economic and fiscal framework for
high levels of  economic growth and improved living standards.

• Monitoring and managing the financial affairs of  the Crown.

• Assessing and testing other agencies’ advice and proposals which
have economic and financial implications.

The boundaries of  our roles are set out in the Treasury’s Strategic Plan.

Strategic Goals
To respond to the changing output environment and to meet the needs
of  current and future Governments, the Treasury must work more
effectively and efficiently.

Four strategic goals will enable us to do this:

• Develop the Treasury as a learning organisation.

• Build intellectual leadership for practical application.

• Prioritise so the Treasury can add most value.

• Improve stakeholder relationships.
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Management
- the Treasury

 for the year ended 30 June 2001

Setting Strategic Direction

The Treasury continues to work towards its vision of

becoming a world-class Treasury working for higher

living standards for New Zealanders, guided by the New
Zealand Treasury Strategic Plan 1999-2004.

The four strategic goals from the Strategic Plan set out on page 14 provide
the basis for our management priorities. Since July 1999, our focus has
been on three key enablers:

• Becoming a More Responsive Organisation - looking at how we
increase flexibility and reduce hierarchy.

• Motivating Our People - through reviewing remuneration policies
including job design, and roles and responsibilities.

• Sharing Our Knowledge - a Treasury-wide investment in ways to
store, pass on and use our information.

Developing Flexible Organisational
Arrangements
In order to respond more readily to changes in output demand and
newly emerging work areas, the Treasury is continuing to develop more
flexible organisational arrangements. The focus is on clarifying roles,
responsibilities and delegation within the context of  the functions of
the organisation to maximise the value added by each staff  member.

As a result of  a review toward the end of  1999/2000, the Budget and
Macroeconomic Branch has implemented some significant
organisational changes, including moving to an open plan work
environment, a flatter management structure, and increased delegation.
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The New Zealand Debt Management Office (NZDMO) has undertaken
work in the settlements area to automate a number of  functions and
move towards "straight-through processing" of  transactions. As a
consequence, a number of  changes have been made to the NZDMO’s
organisational structure.

From October 2000, greater focus and urgency were placed on
organisational change elsewhere in Treasury.  As a result the branches
have carried out reviews of  how they can develop more flexible
organisational arrangements and promote behavioural change to achieve
the desired cultural change set out in the Strategic Plan. The reviews also
looked at how each branch’s physical accommodation could be altered
to help achieve these goals, for instance moving staff  from offices to
an open plan environment.  There was broad staff  engagement in this
review process with a series of  project teams developing branch
recommendations for review.

In early May, the Senior Management Group (SMG) reviewed the
outcome of  the branch organisational reviews and Branch Managers
presented their proposed branch end-states.  Following formal staff
consultation, particularly with significantly affected staff, the SMG
announced decisions on new roles and structures on 27 June 2001.
Subsequently, staff  have been appointed to their new positions. We
were committed to retaining staff  and all significantly affected staff  in
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policy branches have been placed.  Some modest accommodation
changes will facilitate the move to the new roles and structures.

There are risks with any change process and it is a challenge to implement
change while maintaining staff  motivation and output delivery.  Staff
have continued to provide their support and diligently maintained output
delivery while actively contributing to organisational branch review
processes.

In 2000/01 we also improved our remote network access facility. This
facility means more flexible working arrangements for Treasury staff,
both in timing and location, to be supported within the security
constraints of  our network. The facility became fully operational in
2000/01 and has been installed for about 40 Treasury staff.  A facility
has also been developed for staff  travelling overseas on Treasury
business, which allows them to gain access to most network services.

Managing our Human Resources
Developing and maintaining a talented workforce with a broad range
of  expertise and experience continue to be priorities for us. During
2000/01, we continued to address work environment and management
practices, including how we respond to changing management needs
and staff  expectations to help us retain key staff  for longer. Part of  this
work involved reviewing the ways we assess and develop our staff ’s
skills in selected key areas or “core competencies”. Revised competencies
for Intellectual Leadership, External Relationship Management,
People Leadership, and Communications were introduced for the 2000/
01 assessment year. Since then, we have completed reviewing the
remainder of  our core competencies. The result is a maximum of  eight
critical competency areas,
which align with the skill
needs identified in the Strategic
Plan . These revised
competencies will be
introduced for the next
performance round and
continually reviewed to
ensure they remain relevant to
our business needs and future
direction.
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In 2000/01 we also continued the ongoing review of  our remuneration
system and structures. The primary aim of  this review is to develop
remuneration structures that support greater flexibility and a less
hierarchical structure. Changes introduced for 2001/02 have been
designed to support the more flexible organisational arrangements
outlined above.

Staff Numbers

The number of  staff  employed in the Treasury at 30 June 2001 was
300:

2000 2001

Asset and Liability Management Branch 60 55

Budget and Macroeconomic Branch 49 49

Regulatory and Tax Policy Branch 58 56

Social Policy Branch 60 61

Corporate Branch* 82 78

Full-time Training 5 1

Total Treasury Staff 314 300

* Corporate Branch includes the Secretary to the Treasury’s office.

In addition, at 30 June 2001, the Treasury had four staff  seconded to
ministerial offices, government departments or other agencies, employed
seven waged staff, had three staff  seconded to international financial
organisations, and 28 staff  on leave without pay, including parental leave.

The Treasury continues to experience high levels of  turnover, which
place pressure on the Department to maintain institutional knowledge
and output delivery. The age and skill profile of  the Treasury staff
means that many see the Treasury as but one step in their career. The
Treasury had a staff  turnover of  27% in 2000/01, an increase from
22% last year. Given the organisational change process underway, some
increase in turnover was not unexpected. The average length of  service
for Treasury staff  has increased from 5.15 years in 1999/2000 to 5.2
years in 2000/01.

Research undertaken during 1999/2000 confirmed that the level of
turnover experienced in the Treasury is common in similar organisations.
Moving along the direction set out in the Treasury’s Strategic Plan may
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assist us to reduce turnover, and our policies and processes mean we
will continue to operate effectively in a high turnover environment.

Staff Development

Developing the Treasury as a learning organisation requires developing
and making full use of  the experience and expertise of  our staff, and
leveraging and learning from others.

During 2000/01, we reviewed the time and resources committed to
training, and the tools available to support professional development
of  policy staff  in particular. We are continuing to shift our training
resources to maximise the benefit to staff. The focus is less on full-time
study for a small number of  staff  and more about short courses and
development opportunities for a larger group of  staff. For instance, a
number of  Branch Manager Scholarships were used to run in-house
intensive workshops and seminars, including a workshop on derivatives
conducted by Professor John Hull from Toronto University. This
workshop covered the theory, pricing and market practice of  derivatives,
which are encountered in the daily operations of  the NZDMO.  Dr
John Small from Auckland University also ran an intensive course on
Network Economics, which was attended by a number of  Treasury
analysts, mainly from the Regulatory and Tax Policy Branch.  The course
was equivalent to one run over a semester at Auckland University, but
was delivered to the Treasury over a
period of  two weeks.

Improving Equal
Employment Opportunities
(EEO)

The Treasury’s EEO Management
Programme, which was finalised in
August 1999, contains a number of
initiatives including work on
motivation and organisational
commitment, developing a Mäori
language policy and investigating
more family-friendly policies. The
Programme is designed to make the
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Treasury’s culture more supportive to ensure all staff  are valued for the
contribution they make, and to encourage target group staff  to join,
remain and develop within the Treasury.

In June 2000, the Treasury set itself  some indicative forecasts aimed at
increasing the employment of  people from the EEO target groups over
the next five to 10 years. The aim is to increase the percentage of  women

and improve their distribution at more senior levels within the Treasury.
Given the small pool of  Mäori and Pacific Island post-graduates, we
continued to offer targeted scholarships in this area.

Developing Mäori Responsiveness

The Mäori Responsiveness Policy, which outlines the Treasury’s business
needs for Mäori and Mäori issues, started in August 2000.  The Mäori
Responsiveness Plan, which contains cultural and language-related initiatives
to drive the policy, was finalised after consultation with representatives
from each branch, Te Aniwaniwa (the Mäori network) and the EEO
Consultative Group.  The plan covers culture in a broad sense as well as
including some specific language-related initiatives, which were
implemented in 2000/01. During the year, the Treasury identified and
obtained customised training and development for staff  in positions
that require a particular understanding of  Mäori culture and perspectives.
In November, two Treaty Jurisprudence seminars were held with over
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40 staff  in attendance. In December, courses were run on Mäori
Pronunciation and Language and on Mäori Business and Marae Protocol,
with over 20 staff  attending each.

Building our Intellectual Leadership
During 2000/01, we continued to recruit and develop staff  with the
expertise and experience to provide intellectual leadership in the
Treasury. Through recruitment and promotion the number of  senior
analytical staff  was 60% more than in 1999/2000. Part of  the
organisational design changes involve a broader leadership role for
advisors to model and lead intellectual leadership within the Treasury.

Through 2000/01 the Treasury continued to focus on longer-term
research and policy development. The key priorities agreed with the
Minister were a particular focus, including value for money; savings
and the current account; and the inclusive economy. More broadly, we
continued to research and develop our thinking across a broad range
of  policy areas - as reflected in the 23 working papers we published
during the year. In addition to these formal projects, a number of
“cluster groups” have been formed to ginger our thinking, for example
on sustainable development and on competition policy.  A large number
of  internal seminars were held during
2000/01. These enabled Treasury staff
to share information and debate issues
and work in progress.

The Treasury is committed to more
actively engaging with academics, in
particular New Zealand academics. We
formally launched our Academic
Linkages programme at the New
Zealand Association of Economists’
Conference in late June. Through this programme the Treasury aims to
strengthen its contacts with the broader academic community and offer
mutual benefits through a greater two-way flow of  information and
experience.  Programme initiatives include the Treasury Guest Lecture
Series, a programme of  Visiting Research Fellows, a Student Summer
Internship Programme, a series of  post-graduate scholarships, and a
commitment for Treasury staff  to provide seminars at universities. Ten

We formally launched
our Academic Linkages
programme at the New
Zealand Association of
Economists’ Conference
in late June.
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academics addressed the Treasury during 2000/01 as part of  the
Treasury Guest Lecture Series.  The list included Professor Bob Catley,
a political scientist from Otago, who was our inaugural guest lecturer,
and Professor Sir Tony Atkinson, who addressed the Treasury on the
welfare state and economic performance (pictured).

Part of  our goal for intellectual leadership is to recognise and actively
encourage continuous improvement and innovation.  Two Treasury
entries featured in the finals of  the 2000 national KPMG Innovation
Awards. The CFISnet team made the finals for its innovative Crown-
wide financial management system.  The Land and Natural Resources
team was highly commended for their joint entry, with Land Information
New Zealand, on a probabilistic approach to the analysis of  the
Landonline project.

Improving our Knowledge Management
Our Knowledge Management programme is central to developing
Treasury as a learning organisation. Our focus is on encouraging
behavioural changes to improve how we capture, share and make best
use of  the information, institutional knowledge and expertise we hold
to help us produce high-quality policy advice.

In mid-February 2001, we appointed a knowledge management
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programme leader who over the next 18 months will identify, coordinate
and test best knowledge management practice across the Treasury. A
Knowledge Management group consisting of  branch representatives
has also been established. The group has drafted an outline of  knowledge
management initiatives to be implemented in early 2001/02.

Early Knowledge Management initiatives have already been undertaken
including completing new Knowledge Management performance
dimensions and developing an online index of  outsourced services.
Over 2000/01, we undertook a needs analysis study, developed
specifications, evaluated tenders and signed a contract for a new
electronic document management system. This will support our
Knowledge Management initiatives by providing the infrastructure for
consistent, cost-effective capture, search and retrieval of  information
and experience. We plan to implement the system by September 2001.

Supporting e-Government
The Treasury was involved in a series of  projects that contributed to
the vision for e-Government in 2000/01. One key project was the Secure
Electronic Environment (SEE) project, a joint initiative between the
Treasury, the SSC and Parliament/Department of  the Prime Minister
and Cabinet. SEE Mail is a secure email service that enables organisations
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to transmit email and attachments securely to each other. The Treasury
provided the resources and technical leadership in order to test solutions
and resolve inter-operational issues. The system is up and running among
the three agencies and has now been taken up by a number of  other
government departments.

The second aspect of  the SEE project was the Public Key Infrastructure
project to develop a secure policy workspace across government. During
2000/01, a draft Government Public Key Infrastructure strategy
document was prepared and released by the SSC e-Government Unit
for comment. The project will shortly deliver a platform for
authenticating public servants for inter-agency web-based applications.

During the year, the Treasury has also contributed to the Shared Policy
Workspace project, which aims to enable electronic inter-agency
collaboration, the SEE Directory project, the Authentication project
and the Government Information Discovery project. We have also been
involved in the e-Procurement project, which has been led by a Treasury
staff  member on secondment to the e-Government Unit. The Treasury
will be one of  the early pilot agencies for this system.

Improving Communications and
Stakeholder Relationships
During 2000/01, the focus on external communications continued with
the aim of  increasing awareness of  the Treasury among key stakeholders.
The Secretary, Deputy Secretaries and other senior staff  undertook
targeted activity as part of  the outreach programme across business,
academic, government and media audiences, both in New Zealand and
overseas. Highlights during the year included: involvement in the
business-government fora; the launch of  the Academic Linkages
programme; and presenting the Treasury’s research on migration.

We also continued the policy of  media briefings on key topics of  interest.
Being responsive to the information needs of  the media is important to
the Treasury as direct communication with the public is generally via
the media.

Each year, we host students from a number of  secondary schools to
give them an idea about the Treasury’s role in government and what a
day in the life of  a Treasury analyst involves. In 2000/01 a number of
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schools visited the Treasury from as far away as Edgewater in Auckland
(pictured) and Otago Girls’ High School in Dunedin. During their visits
the students undertook a mini-Budget exercise aimed at increasing their
knowledge of  the difficulties government faces when allocating limited
resources over a wide range of  areas.

Our Internet site was upgraded in 2000/01 to make it more accessible
and easier to navigate. It provides access to our working papers and
other information published to inform and stimulate debate among
stakeholders.

The Treasury, the Institute of  Policy Studies and the SSC published a
series of  policy papers, Economics for Policy: Expanding the Boundaries, written
by the late Peter Gorringe, a micro economist who worked at the
Treasury for nearly 30 years. Further papers by Peter Gorringe have
been made available on the Treasury website. Work has also continued
on the jointly commissioned formal history of  the Treasury by the
Historical Branch of  the Department of  Internal Affairs and the
Treasury. The history will formally document for the first time the
Treasury’s role in New Zealand’s economic history.
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Managing Priorities
We believe it is important to improve our own efficiency and
effectiveness to ensure we can respond to the changing demands of
government. This in turn requires us to manage work priorities
effectively. The SMG reviewed the Strategic Plan in February 2001, noting
changes in output demands. These were then reflected in adjustments
to the output classes and work priorities for 2001/02.

Over a number of  years, the Treasury has been able to fund the
production of  additional outputs required by Ministers within baselines,
through a combination of  reductions in the production of  other outputs,
ongoing longer-term reprioritisation, and input efficiencies. At the
request of  the Minister, the Treasury reduced its baseline for 2000/01
and the outyears by $1 million, and we have since returned a further
$1.037 million for 2000/01 only.

During 2000/01, we reviewed internal financial management and
governance arrangements within the Treasury. To improve resource
allocation decision-making we have: appointed output class managers;
improved internal management reports; and placed a greater emphasis
on managers’ financial management performance. As a result of  these
initiatives the Vote Finance variance from budget has reduced from
7.4% the previous year to 5.1% for 2000/01.  For 2001/02 we have
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introduced a new time recording system that should help managers
forecast and monitor time spent on various projects and outputs.  This
will be particularly valuable given the increasing number of  cross-
Treasury projects being undertaken.

We have also completed further work on our risk management
framework including developing tools to assist managers in assessing
project risks.

Measuring Achievement
The Treasury views the Minister’s assessment of  output performance
as an important measure of  our achievements. We have in place a formal
process for seeking feedback from the Minister on a quarterly basis and
we continually seek and take on board informal feedback from the
Minister and other stakeholders.

The Minister assessed the Treasury’s performance for 2000/01 as
meeting and frequently exceeding his expectations for all nine output
classes and Vote Finance as a whole.

Senior management and staff  have a strong interest in monitoring
progress and measuring our achievements in implementing the Strategic
Plan. Within the Treasury we have been looking at how we can better
measure our organisational performance. During 2000/01, we developed
a “balanced scorecard” framework and potential measures for
monitoring our achievements in terms of  meeting our vision and
strategic goals.  During the next year we will be piloting and testing
these various measures. The balanced scorecard will be used to learn
where we can further improve organisational performance.
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Organisational
Responsibilities
- the Treasury

The Secretary to the Treasury heads the Department.

The Treasury comprises five branches, each with specific

areas of responsibility. However, in practice, there is a

great deal of interaction at various levels across the

Department.

Back row(left to right): Mike James, Peter Bushnell and John Whitehead

Front row (left to right):  Iain Rennie and Angela Hauk-Willis
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Asset and Liability Management Branch

Mike James

The Asset and Liability Management Branch advises Ministers on the
efficient management and financing of  the Crown's aggregate assets
and liabilities portfolio. The branch is responsible for financial policy
as it relates to the aggregate Crown balance sheet, advice on public
sector financial management system design and development, and the
management of  commercial, contractual and litigation risks on behalf
of  the Crown. The branch is also responsible for providing policy advice
on the management and negotiation of  Treaty of  Waitangi claims.

The branch includes the NZDMO, which manages the Crown's debt
portfolio, overall cash flows and interest-bearing assets. The branch
also advises on the performance and management of  ownership risks
and obligations in state owned enterprises (SOEs), Crown companies
and Crown financial institutions.

During 2000/01, the branch had a change in leadership with Geoff
Dangerfield taking on a new role as Chief  Executive with the Ministry
of  Economic Development and Mike James, previously Director of
the SOE and Treaty area, being appointed as the new Branch Manager.

New work in 2000/01 related to managing the implementation of  the
export credit guarantee policy including establishment of  the ECO.
This function was transferred from the Regulatory and Tax Policy branch
to Asset and Liability Management after the export credit guarantee
policy was developed.

Budget and Macroeconomic Branch

Iain Rennie

The Budget and Macroeconomic Branch is responsible for monitoring
the economic situation and preparing macroeconomic forecasts. The
branch provides advice on macroeconomic policy, particularly fiscal
policy. It advises the Government on Budget strategy, and the design
and management of  the Budget process.
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Social Policy Branch

Peter Bushnell

The Social Policy Branch advises Ministers on the purchase and
regulation of  social services and public goods, ranging from education
and health services to labour market policies, social support services,
housing and law enforcement. These are all areas involving a large share
of  government expenditure.

In addition to advice on spending proposals, the branch reports on the
budgets and financial performance of  government agencies. The branch
provides advice which aims to provide assurance to the Minister about
the robustness of  departmental proposals. It often participates in
interdepartmental working parties on major reform proposals and
advises the Minister of  Finance on policy developments in these areas.

The branch also prepares fiscal projections, monitors the fiscal situation
and prepares the Crown financial statements. It also reviews
departmental financial management systems to provide assurances that
there is a reasonable system of  internal control and advises on Crown
accounting policy issues.

Regulatory and Tax Policy Branch

John Whitehead

The Regulatory and Tax Policy Branch advises Ministers on regulatory
issues with important economic consequences. These include
environmental policy, competition and trade policy as well as transport,
local government, land use and natural resources.

Tax policy advice covers the level and mix of  direct and indirect taxes,
the taxation of  international income and the taxation of  particular types
and sectors of  business. The branch also advises on ownership and
output purchase issues across a broad range of  government departments
and entities, from science and technology to foreign affairs.
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Corporate Branch

Angela Hauk-Willis

The Corporate Branch provides advice to the Secretary to the Treasury
and the SMG on appropriate corporate policies and processes to manage
the Crown’s ownership interest in the Treasury. The branch also manages
the Treasury’s infrastructure services (including technology and
information management) and provides the organisation with support
and advice in a range of  specialist areas (legal, communications, human
resources, corporate finance and planning).

The branch is also home to the Policy Co-ordination and Development
(PCD) unit. PCD’s role is to maintain an overview across Treasury policy
development, keep abreast of  emerging ideas and research, and review
and challenge existing Treasury thinking. PCD provides analysis and
advice on medium-term strategy issues.
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The branches contribute to various output classes. The graph below shows
the contribution made by the branches to each of  the nine output classes, as
detailed on page 32.
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Vote Finance at a
Glance

Actual expenditure for 2000/01 by output class

     $m

3.6 D1 Policy Advice: General Economic & Fiscal Strategies

3.7 D2 Policy Advice: Crown Financial Management

4.0 D3 Policy Advice: Tax

2.0 D4 Budget Management

6.3 D5 Economic & Fiscal Forecasting & Reporting

5.7 D6 Debt & Related Financial Asset Management

3.2 D7 Management of Claims Against the Crown, Contractual
Liabilities & Crown Properties

3.6 D8 Policy Advice: Ownership & Performance of Crown
Companies & Financial Institutions

20.6 D9 Policy Advice: Regulation & Vote Purchase, Ownership &
Performance Issues

(Figures are GST inclusive)

From 2000/01 the Treasurer and Finance Votes have been combined
into a single vote, Vote Finance. Therefore the 1999/2000 output class
expenditure has been restated in the Treasury output performance
section (pages 33 to 63) to reflect the new 2000/01 output class structure.
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Output Performance
- the Treasury

Statement of Objectives and Service Performance
section 35(3) Public Finance Act 1989

Vote Finance

Output Class D1
Policy Advice: General Economic and Fiscal
Strategies

This class of  outputs involves policy advice on the Government’s broad
economic strategy and macroeconomic policy settings, and their effect on
the welfare of New Zealanders. During the 2000/01 year, this will include
advice on:

• the current and medium-term fiscal priorities to be considered when
the Government prepares the 2001 Budget Policy Statement, the 2001
Fiscal Strategy Report and the 2001 Budget Speech

• current account and savings issues, reflecting that this issue is one of
the Treasury’s key priorities for 2000/01

• management of  the Government’s review of  the operation of  monetary
policy, and issues arising from that review

• selected overarching issues relating to economic growth and
distribution, including the relationship between living standards and
growth, regional outcomes and dynamics, and monitoring of the
overall performance of  the economy.

By providing advice on the development of sound fiscal and economic
policies, these outputs contribute to various Government goals, in particular
growing an inclusive, innovative economy for the benefit of all.
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Significant work completed during the year

• Prepared and published the:

- 2001 Budget Policy Statement that outlined the Government’s goals,
short-term and long-term fiscal policy objectives and 2001 Budget
priorities

- 2001 Fiscal Strategy Report, which included advice on both short-
and medium-term fiscal and budget policy issues, development of
revised long-term fiscal objectives, and development of a companion
fiscal indicator to the operating balance (OBERAC)

- Budget Speech. This built on the Government’s goals and fiscal
policy objectives laid out in the 2001 Budget Policy Statement.

• Completed the 2000/01 work programme on current account and
savings issues. This involved analysis and policy options for reducing
the current account deficit and increasing national savings.

• Managed the Government’s Review of  the Operation of  Monetary
Policy including Professor Svensson’s visit, submissions from the public
and reporting on Svensson’s recommendations.

• Reported and published working papers on New Zealand in the global
economy; on Australia/New Zealand migration; and regional migration
and economic outcomes.  Prepared an unpublished analysis of New
Zealand business dynamics.
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* General service performance objectives are detailed on pages 62 to 63.

!
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Met and
frequently
exceeded

expectations

Service performance*

Performance Dimensions Achieved?

Quality

• All reports will comply with the Treasury Quality Standards for Policy

Advice.  The Minister will be requested to indicate his level of

satisfaction with the overall quality of outputs.

• Fiscal publications under this output class will meet the requirements

of the Fiscal Responsibility Act 1994.

Quantity

The quantity and nature of advice and operational services will be supplied

on the basis agreed between the Minister of Finance and the Secretary to

the Treasury (as amended from time to time) for 2000/01.

Timeliness

All outputs will be delivered to timeframes as agreed between the Minister

and the Secretary to the Treasury for 2000/01.

Cost

2000/01 Actual ($000)           3,619

Supp. Est. - Voted ($000)   3,693

Main Est. ($000)         3,286

1999/2000 Actual-Restated ($000)       3,162

(Figures are GST inclusive)

The appropriation for this output class was increased by $407,000 in the Supplementary

Estimates for the Monetary Policy Review and increased output demands for medium-term

strategy and macroeconomic policy advice.

Output class expenditure was $74,000 or 2% under Supplementary Estimates.
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Output Class D2
Policy Advice: Crown Financial Mangement

This output class involves policy advice on financial and performance
management systems in use across the Crown. It includes development
of  financial policy that takes into account the Crown’s overall pattern of
expenditure, revenue, assets, liabilities and risks, in order to minimise the
economic costs through time arising from financing a given profile of
government expenditure.  It also covers the development and design of
specific public sector management regimes applicable to departments,
Crown entities and Crown companies.

Specific activities include advice on:

• Crown balance sheet and risk management policy, and the way in which
the financial assets, liabilities and risks of the Crown can efficiently and
effectively be managed when considered together as an integrated set
of exposures

• the governance, incentives, operating framework and reporting systems
for departments, Crown entities and Crown companies to ensure
effective performance and accountability relationships between entities
and their stakeholders

• pre-funding Crown liabilities and related asset and risk management
policy. A key priority for work in 2000/01 is advice on the design and
implementation of a pre-funding scheme to meet a portion of the
future costs of New Zealand Superannuation.

Significant work completed during the year

• Advised on opportunities for shared support services in departments.

• Developed and issued guidelines for government agencies that contract
with NGOs for the delivery of  services for the Crown.

By providing policy advice on achieving value-for-money in public
expenditure through efficient and effective public sector management
and financial policy, these outputs contribute to various Government goals,
in particular: growing an inclusive, innovative economy for the benefit of
all; and restoring trust in government and providing strong social services.
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• Provided advice on the design and implementation of the New Zealand
Superannuation Fund. Treasury also coordinated drafting of  the New
Zealand Superannuation Bill and was appointed as advisor to FEC for
its consideration of the Bill.

• Provided advice on new public audit legislation.

• Published a working paper on Crown financial asset management.

* General service performance objectives are detailed on pages 62 to 63.

Met and
frequently
exceeded

expectations

!

!

Service performance*

Performance Dimensions Achieved?

Quality

All reports will comply with the Treasury Quality Standards for Policy Advice.

The Minister will be requested quarterly to indicate his level of satisfaction

with the overall quality of outputs.

Quantity

The quantity and nature of advice and operational services will be supplied on

the basis agreed between the Minister of Finance and the Secretary to the

Treasury (as amended from time to time) for 2000/01.

Timeliness

All outputs will be delivered to timeframes as agreed between the Minister

and the Secretary to the Treasury for 2000/01.

Cost

2000/01 Actual ($000)           3,666

Supp. Est. - Voted ($000) 3,926

Main Est. ($000)         3,458

1999/2000 Actual-Restated ($000) 2,798

(Figures are GST inclusive)

The appropriation for this output class was increased by $468,000 in the Supplementary

Estimates due to increased output demands for pre-funding superannuation, SOE and

Crown balance sheet policy advice.

Output class expenditure was $260,000 or 7% under Supplementary Estimates due to staff

vacancies and a shift in resources to Output Class D8 in relation to Auckland rail

negotiations.
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Output Class D3
Policy Advice: Tax

This class of  outputs involves the provision of  advice on tax policy.

The Treasury, jointly with the Policy Advice Division of  Inland Revenue,
will provide advice on:

• assisting the Government’s review of  the tax system

• tax strategy (overall objectives of the tax system, including choice of
tax bases and the mix of taxation)

• international taxation (including taxation agreements with other
countries; tax on New Zealanders’ foreign-source income and the
taxation of income earned by  New Zealanders overseas)

• personal taxation (that is, direct taxes imposed on individuals)

• tax on non-residents’ income in New Zealand

• indirect taxes (including GST and taxes on specific goods and services,
like excises)

• corporate taxation (that is, direct taxes imposed on companies, trusts
and other forms of legal entity; and taxes imposed on individuals
through such business organisations)

• tax systems and compliance (including withholding taxes, tax penalties,
taxation administration rules, taxpayer rights and obligations and
taxpayer compliance costs).

The Government purchases tax policy advice from both the Treasury and
Inland Revenue to ensure that its tax policies are based on all relevant
economic, legal and administrative factors.

The Treasury will also provide advice, in cooperation with the collection
agencies, on excises that are not collected by Inland Revenue.

In respect of  Vote Revenue and Customs, the Treasury will provide advice
on:

• the cost, quality and quantity and alternative sources of supply of the
outputs sought by the Government, and the interventions and
outcomes relating to departmental Votes (including purchase decisions,
monitoring of payments for outputs produced against appropriations
and funding of non-departmental revenue and expenditure which is
administered by departments)

• the financial performance of departments.
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Significant work completed during the year

• Assisted, jointly with Inland Revenue, the Government’s review of
the tax system.

• Released an issues paper, leading to legislation on the taxation of
restrictive covenants.

• Developed the Government’s discussion document on tax issues
relating to charities.

• Advised the Government of the taxation of R&D expenditure,
resulting in legislation to align taxation treatment with accounting
treatment.

• Participated in the OECD Harmful Tax Competition Initiative,
including hosting two meetings for Pacific Island countries in New
Zealand, one of  which was also attended by OECD, jointly with Inland
Revenue.

• Provided advice on, and developed legislation relating to the taxation
on minor beneficiaries of trusts.

• Provided advice on various GST issues.

By providing policy advice on achieving the Government’s fiscal objectives,
and by raising the required revenue in ways that best contribute to overall
policy goals, these outputs contribute to the Government’s goal of growing
an inclusive, innovative economy for the benefit of all.
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Met and
frequently
exceeded

expectations

Service performance*

Performance Dimensions Achieved?

Quality

• All reports will comply with the Treasury Quality Standards for Policy

Advice. The Minister will be requested quarterly to indicate his level of

satisfaction with the overall quality of outputs.

• Outputs produced under this output class are to be undertaken in

conjunction with Inland Revenue and other relevant collection agencies

where reports are produced on revenue policy issues.

Quantity

The quantity and nature of advice and operational services will be supplied on

the basis agreed between the Minister of Finance and the Secretary to the

Treasury (as amended from time to time) for 2000/01.

Timeliness

All outputs will be delivered to timeframes as agreed between the Minister

and the Secretary to the Treasury for 2000/01.
1 Delivered all outputs on time except for the tax compliance and penalties regime

discussion document, which generated wider issues and was completed in August 2001.

Cost

2000/01 Actual ($000)            4,042

Supp. Est. - Voted ($000) 4,230

Main Est. ($000)           4,048

1999/2000 Actual-Restated ($000) 3,166

(Figures are GST inclusive)

The appropriation for this output class was increased by $182,000 in the Supplementary

Estimates due to additional expenditure in relation to the Tax Review.

Output class expenditure was $188,000 or 4% under Supplementary Estimates.

!

!

! 1

* General service performance objectives are detailed on pages 62 to 63.
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Output Class D4
Budget Management

This class of outputs covers the development of the 2001 Budget strategy
and the operational activities of the 2001 Budget process. For the 2000/
01 year, this will include design and management of the:

• 2001 Budget baseline round

· 2001 Budget Initiatives process

· 2000/01 Supplementary Estimates and associated Appropriation Bill
process

• 2001/02 Main Estimates and associated Appropriation Bill process.

Also included in this class is the production of the Main Estimates of
Appropriation and Supplementary Estimates of  Appropriation documents and
related material.

Significant work completed during the year

• Developed the 2001 Budget Strategy, including management of  the
value for money review.

· Managed the:

- 2000 October Baseline Update

- 2001 Budget Baseline Update

- 2001 Budget Initiatives process, including support for the Budget
bilateral discussions.

• Produced and published the 2000/01 Supplementary Estimates of
Appropriation and 2001/02 Main Estimates of Appropriation, incorporating
completion of baseline management and budget initiative processes.

•

•

By providing advice on the development of sound economic and fiscal
policy in line with Government goals, and measuring progress towards
those goals, these outputs contribute to the Government’s goal of growing
an inclusive, innovative economy for the benefit of all.

•
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Met and
frequently
exceeded

expectations

Service performance*

Performance Dimensions Achieved?

Quality

• All reports will comply with the Treasury Quality Standards for Policy

Advice. The Minister will be requested quarterly to indicate his level of

satisfaction with the overall quality of outputs.

• Outputs produced under this output class:

- will meet the agreed standard for publication of parliamentary papers

- will be prepared within the Budget timetable set by the Government

and the statutory time limits of the Public Finance Act 1989.

Quantity

The quantity and nature of advice and operational services will be supplied

on the basis agreed between the Minister of Finance and the Secretary to

the Treasury (as amended from time to time) for 2000/01.

Timeliness

All outputs will be delivered to timeframes as agreed between the Minister

and the Secretary to the Treasury for 2000/01.

Cost

2000/01 Actual ($000) 2,015

Supp. Est. - Voted ($000)   2,034

Main Est. ($000)      2,660

1999/2000 Actual-Restated ($000)      2,401

(Figures are GST inclusive)

The appropriation for this output class was decreased by $626,000 in the Supplementary

Estimates due to reduced Budget production costs by utilising CFISnet to collect Budget

information and efficiencies resulting from the reduction of the Main Estimates volumes

from three to two.

Output class expenditure was $19,000 or 1% under Supplementary Estimates.

!
!

!

!

* General service performance objectives are detailed on pages 62 to 63.
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Output Class D5
Economic and Fiscal Forecasting and
Reporting

This class of outputs involves the preparation of macroeconomic and
fiscal forecasts, and the monitoring of economic and fiscal conditions.
Updated forecasts will be published in the December 2000 Economic and
Fiscal Update and the 2001 Budget Economic and Fiscal Update. Reporting
outputs include reports on major economic data releases and the
preparation of the annual and monthly financial statements of the Crown.

The output class includes advice on the application and development of
generally accepted accounting practice (GAAP) as it applies to the Crown.
It also includes assessments of the adequacy of departmental management
controls to detect or prevent errors in the financial information submitted
to the Treasury.

Significant work completed during the year

• Prepared and published the:

- annual financial statements for the year ended 30 June 2000 and
monthly financial statements for the Crown

- December 2000 Economic and Fiscal Update

- 2001 Budget Economic and Fiscal Update.

• Reported and advised on the implications for New Zealand of
developments in the international economy, including:

- significant movements in international oil price prices

- the potential impact of the weaker New Zealand dollar

- developments and prospects for the US economy

- the impact of  a weaker global economy on New Zealand’s growth
and inflation prospects.

By providing advice on managing the risk in the Crown’s balance sheet,
and the efficient funding of the Crown’s activities, these outputs contribute
to the Government’s goal of growing an inclusive, innovative economy for
the benefit of all.
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• Reported and advised on developments in the domestic economy
and the implications for the macroeconomic forecasts through
commentary on key statistical releases, providing monthly summaries
of key economic indicators and doing specific analysis of the labour
market and construction sectors.

• Finalised and published a revised set of  Treasury Instructions, which
provide instructions on the application of the Public Finance Act 1989
and Crown accounting policies.
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Met and
frequently
exceeded

expectations

Service performance*

Performance Dimensions                                                                            Achieved?

Quality

• All reports will comply with the Treasury Quality Standards for Policy
Advice. The Minister will be requested quarterly to indicate his level of
satisfaction with the overall quality of outputs.

• Forecasting publications produced under this output class will meet the
requirements of the Fiscal Responsibility Act 1994.

• The Crown financial statements will conform to GAAP and fairly reflect the
operations and financial position of the Crown.

• The daily Controller function will monitor accurately the year-to-date
disbursements compared to the supply made available by Parliament, and
a Controller statement will be prepared for the Controller and Auditor-
General’s signature authorising the release of public money.

• Delegations for the management of foreign exchange risks, Crown bank
accounts and trust money will be managed to ensure that the conditions of
the delegations are not breached and that they permit financial activity to
be authorised at an appropriate level.

• Management statements required under section 29 of the Public Finance
Act 1989 will be signed within the time limits set out in that Act and will
be supported by analysis and reviews of departmental financial
management.

Quantity
The quantity and nature of advice and operational services will be supplied
on the basis agreed between the Minister of Finance and the Secretary to
the Treasury (as amended from time to time) for 2000/01.

Timeliness
All outputs will be delivered to timeframes as agreed between the Minister and
the Secretary to the Treasury for 2000/01.

Cost

2000/01 Actual ($000)      6,274

Supp. Est. - Voted ($000) 6,356

Main Est. ($000)       6,827

1999/2000 Actual-Restated ($000) 6,330

(Figures are GST inclusive)

The appropriation for this output class was decreased by $471,000 in the Supplementary
Estimates owing to efficiency gains from internal reorganisation, lower printing costs for
Treasury circulars owing to increased Internet usage, and a transfer of resources to meet
increased demand for macroeconomic policy advice in Output Class D1.

Output class expenditure was $82,000 or 1% under Supplementary Estimates.

!

!

!

!

!

!

!

* General service performance objectives are detailed on pages 62 to 63.
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Output Class D6
Debt and Related Financial Asset Management

This class of  outputs concerns the operational management of  the Crown’s
debt portfolio and the associated financial investments. These financial
investments are in foreign currencies, which are held as hedges against
long-dated foreign-currency debt that cannot be bought back from investors.

All expenses for this output class are incurred under section 61 of the
Public Finance Act 1989. The specific activities include:

• developing and maintaining a portfolio framework that promotes the
Crown’s debt management policies. The framework encompasses a
portfolio structure and management practices that enable an appropriate
trade-off to be made between risk and cost of debt

• developing and implementing strategies to efficiently manage the
domestic debt portfolio. This includes issuing domestic government
debt, cash management for government departments, and
intermediating the debt of Crown entities. Revisions to fiscal forecasts
may lead to changes to the bond programme during the year

• developing and implementing strategies to efficiently manage the foreign
currency portfolio. This includes maintaining a diversified funding base
and funding the Reserve Bank’s foreign-currency reserves, maintaining
hedges of long-dated foreign currency debt that cannot be bought
back from investors, and seeking to add value to the Crown in
undertaking these activities while conforming to a risk-averse
management framework. Gross foreign-currency debt is expected to
be in the range of $6 billion to $6.5 billion, whilst net foreign-currency
debt is expected to be nil.

By providing advice on sound fiscal management in keeping with the
Fiscal Responsibility Act 1994, these outputs contribute to the Government's
goal of growing an inclusive, innovative economy for the benefit of all.
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Significant work completed during the year

• Undertook the following domestic borrowing activities:

- Issued $3,618 million of domestic Government bonds.  At the
time of the December Economic and Fiscal Update the 2000/01 domestic
bond programme was revised up by $800 million from the
programme of $2,850 million announced at the time of the 2000
Budget.

- Completed $1,000 million of New Zealand dollar interest-rate
swaps and $500 million of New Zealand dollar basis swaps.

- Bought back $1,291 million of domestic Government bonds for
liquidity management purposes.

• In the 2001 Budget announced in May, the domestic borrowing
programme included a nominal bond programme of $3,500 million
to meet the Government’s overall funding requirement including, in
conjunction with currency swaps, refinancing a portion of the
Government’s foreign-currency debt.

• Borrowed $815 million in foreign currency to refinance maturing loans,
which fund the Reserve Bank’s foreign-exchange reserves.

• Completed a review of market risk limits and tabled the outcome at
the December Advisory Board meeting.
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• Maintained the Portfolio Management Policy, including revising the
liquidity management policy and drafting a funding risk management
policy.  The funding risk management policy was the outcome of  a
review of  the NZDMO’s existing risk management practices.  The
review’s objective was to assess the NZDMO’s policies against best
practice and to identify future work to improve the risk management
framework.

• Filed:

- the New Zealand annual securities report with the Japanese Ministry
of Finance

- the annual update of Form 18-K (“Prospectus”) with the Securities
and Exchange Commission in Washington

- New Zealand’s bi-annual Shelf  Registration for dealing in the
secondary market in Japan with the Japanese Ministry of Finance.

• Appointed State Street as the NZDMO custody and nostro agent
following a request for information process with various service
providers.

• Introduced straight-through processing for foreign exchange and
deposit transactions to increase efficiency and reduce operation risk
associated with settlements processing.

• Completed the rollout to the SWIFT international payments system
and progressed the establishment of an electronic link between the
NZDMO’s system and the SWIFT international payment system.
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Met and
frequently
exceeded

expectations

!

!

!
!

!

!

* General service performance objectives are detailed on pages 62 to 63.

Service performance*

Performance Dimensions Achieved?

Quality

• All reports will comply with the Treasury Quality Standards for Policy

Advice. The Minister will be requested quarterly to indicate his level of

satisfaction with the overall quality of outputs.

• The Secretary to the Treasury will monitor the operation of the NZDMO

with the assistance of an Advisory Board. Performance in settlements, debt

issuance, portfolio management and project management will be reported

regularly to the Secretary to the Treasury and the Advisory Board, and to

the Minister in the context of quarterly and year-end reviews. Operating

performance will conform to international best practice.

• Policies regarding instruments and currencies for transactions, limits and

credit exposures, as agreed with the Minister, will be adhered to.

• Established internal control standards for transactions will be met.

• Transparent and predictable issuance of domestic debt will be undertaken.

Quantity

The quantity and nature of advice and operational services will be supplied

on the basis agreed between the Minister of Finance and the Secretary to

the Treasury (as amended from time to time) for 2000/01.

Timeliness

All outputs will be delivered to timeframes as agreed between the Minister

and the Secretary to the Treasury for 2000/01.

Cost

2000/01 Actual ($000)        5,651

Supp. Est. - Voted ($000) 5,849

Main Est. ($000)       6,640

1999/2000 Actual-Restated ($000) 6,101

(Figures are GST inclusive)

The appropriation for this output class was decreased by $791,000 in the Supplementary

Estimates due to increased input to Crown balance sheet policy advice (Output Class D2)

and other output classes where hedging and refinancing advice was required.

Output class expenditure was $198,000 or 3% under Supplementary Estimates.
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Output Class D7
Management of Claims Against the Crown,
Contractual Liabilities and Crown Properties

This output class involves managing a range of commercial, contractual,
and Treaty of  Waitangi related claims against the Crown.  Specific outputs
within this class include:

• management of commercial and contractual risks associated with the
1973 Maui Gas Contract, including the operation of the gas notification
system with downstream gas users

• management of contractual and commercial issues arising from
completed asset sales and wind-up of  the Crown’s previous ownership
interests in SOEs, Crown companies and other entities

• advice on the Crown’s obligations under the Crown Forest Assets Act
of 1989

• advice on the management of  historical claims under the Treaty of
Waitangi and assistance with the Crown’s negotiation of  specific
settlements

• provision of legal title to land sold to SOEs and other Crown
companies as a part of their sale and purchase agreements with the
Crown

• management of  former Ministry of  Foreign Affairs and Trade overseas
properties that have been transferred to the Crown.

Significant work completed during the year

• Completed the necessary steps to allow the ECO to become
operational from 1 July 2001:

- Submitted a wrap-up report to Cabinet for decision in March and
issued tender documents in mid-March to appoint an agent to run
the export credit guarantee function on behalf of the Government.

- Coordinated processing of a ministerial decision to advance
proposals for export contract bonding.

By providing advice on minimising the Crown’s commercial risks, these
outputs contribute to the Government’s goal of growing an inclusive,
innovative economy for the benefit of all.
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- Completed the institutional structure and design work. In particular,
the delegation from the Minister of Finance to the Secretary to the
Treasury to provide export credit guarantees was put in place. The
supporting Technical Advisory Committee is fully functional and
the agency arrangement with EFK (the Danish governmental export
credit agency) was negotiated and implemented.

• Managed the Crown’s day-to-day gas operating obligations and
contractual issues under the Maui Gas Contracts.

• Continued the programme of identifying and transferring legal land
title to various SOEs and other companies.

• Provided advice:

- on various Treaty issues including Muriwhenua Treaty claims; Te
Uri O Hau and Ngäti Ruanui  Treaty Settlements and the Treaty
settlement negotiations with Ngäti Awa, Te Roroa and Tüwharetoa
ki Kawerau and Ngä Rauru

- to Ministers on issues related to, and concerning negotiation of, the
Alexandra flooding deed of  settlement with Contact Energy.



52      THE TREASURY

B.27

Met and
frequently
exceeded

expectations

Service performance*

Performance Dimensions Achieved?

Quality

• All reports will comply with the Treasury Quality Standards for Policy

Advice. The Minister will be requested quarterly to indicate his level of

satisfaction with the overall quality of outputs.

• Outputs produced under this output class will:

- explore all opportunities to reach a satisfactory settlement of

liabilities within parameters set by Ministers

- meet the Treasury's policies and procedures for the employment of

advisors and consultants.

Quantity

The quantity and nature of advice and operational services will be supplied

on the basis agreed between the Minister of Finance and the Secretary to

the Treasury (as amended from time to time) for 2000/01.

Timeliness

All outputs will be delivered to timeframes as agreed between the Minister

and the Secretary to the Treasury for 2000/01.

Cost

2000/01 Actual ($000)       3,203

Supp. Est. - Voted ($000) 3,718

Main Est. ($000) 3,358

1999/2000 Actual-Restated ($000)   3,904

(Figures are GST inclusive)

The appropriation for this output class was increased by $360,000 in the Supplementary

Estimates for the establishment of the ECO.

Output class expenditure was $515,000 or 14% under Supplementary Estimates due mainly

to ECO establishment costs being less than forecast.

!

!

!

!

* General service performance objectives are detailed on pages 62 to 63.
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Output Class D8
Policy Advice: Ownership and Performance of
Crown Companies and Financial Institutions

This output class involves the provision of  policy advice on the Crown’s
financial position and ownership interest in SOEs, Crown research
institutes (CRIs) and other Crown entities such as Housing New Zealand,
and on the Crown’s interest in airport companies.

It involves advice on the Crown’s ownership interests and guarantee and
indemnity obligations in relation to the Government Superannuation
Fund (GSF), the National Provident Fund (NPF), the Public Trust Office
(PTO) and the Earthquake Commission (EQC).

The outputs in this class include:

• advice to the Minister of Finance as shareholder in SOEs, CRIs and
other Crown companies, on issues impacting on the Crown’s ownership
strategies, business plans and statements of corporate intent, capital
structure, dividends, diversification and expansion proposals, and
divestments

• advice on significant company restructurings, establishing commercially
related activities in an appropriate institutional form and on Crown
negotiations in relation to changes in asset structure and form

• advice on the Crown’s ownership interests in the GSF, NPF, PTO and
EQC, especially in relation to efficient financing, financial performance,
management of risk (as owner and guarantor), and unfunded Crown
liabilities.

From March 2001, new work commenced on advising and supporting
the Crown’s negotiations regarding the Auckland rail lease and associated
infrastructure assets.

By providing advice on managing the Crown’s commercial interests, and
reducing risk in the Crown balance sheet, these outputs contribute to the
Government’s goal of growing an inclusive, innovative economy for the
benefit of all.
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Significant work completed during the year

• Provided policy advice and processes supporting the enactment of the
Government Superannuation Fund Amendment Bill. Work included
policy reports for Ministers, including estimating the fiscal impact of
diversification, preparing drafting instructions for the Bill, supporting
select committee consideration of the Bill, and recommending and
implementing the appointment of the Government Superannuation
Fund Authority Establishment Board.

• Advised on modernisation of the PTO as a new Crown entity (Public
Trust), including governance arrangements, ownership litigation,
empowering legislation, monitoring of  the Crown’s ownership and
purchase interests, business planning, and capital requirements and
structure.

• Monitored the successful wind-up of Crown Forestry Management
Ltd, which ceased operations on 30 June 2001.

• Provided advice to Ministers on options for purchasing the Auckland
rail corridor, including development of a negotiating brief.  Conducted
negotiations with Tranz Rail and Auckland local authorities. Work
included establishing a confidentiality agreement with Tranz Rail; a
Memorandum of Understanding with Auckland local authorities; advice
to Ministers on negotiating strategy and the accounting implications
of the Auckland rail deal.

• Provided advice or reported on:

- New Zealand Post’s banking proposal

- the future function, funding and form of  Television New Zealand
and the proposed Charter for the television business

- issues relating to the Terralink receivership

- the proposed structure of  the new integrated housing entity,
Housing New Zealand Corporation

- SOE policy issues including capital structure, expansion and
acquisition proposals

- business plans, statements of corporate intent and ownership issues

- valuation of  net liabilities transferred from At Work Insurance Ltd
to ACC



THE TREASURY      55

B.27

- Ministers’ obligations under the SOE Act regarding a directive to
Timberlands to exclude harvesting rimu from the company’s
Statement of Intent

- the proposed diversification of the National Disaster Fund, and
EQC funding of a seismic monitoring network

- appointment of new commissioners to the EQC board and new
members to the National Provident Fund board.
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Met and
frequently
exceeded

expectations

Service performance*

Performance Dimensions Achieved?

Quality

• All reports will comply with the Treasury Quality Standards for Policy

Advice. The Minister will be requested quarterly to indicate his level of

satisfaction with the overall quality of outputs.

• Outputs produced under this output class will be undertaken in conjunction

with CCMAU where reports are prepared on the financial performance of

SOEs, CRIs and other Crown companies.

Quantity

The quantity and nature of advice and operational services will be supplied on

the basis agreed between the Minister of Finance and the Secretary to the

Treasury (as amended from time to time) for 2000/01.

Timeliness

All outputs will be delivered to timeframes as agreed between the Minister

and the Secretary to the Treasury for 2000/01.
1 Delivered all outputs on time except for delivery of responses to OIA requests as

detailed on page 63.

Cost

2000/01 Actual ($000) 3,572

Supp. Est. - Voted ($000)           4,719

Main Est. ($000)     3,905

1999/2000 Actual-Restated ($000) 3,563

(Figures are GST inclusive)

The appropriation for this output class was increased by $814,000 in the Supplementary

Estimates for new outputs supporting the Crown's negotiations regarding the Auckland rail

lease and infrastructure assets.

Output class expenditure was $1,147,000 or 24% under Supplementary Estimates due to

delays in negotiations regarding the Auckland rail lease and infrastructure assets.  Cabinet

has approved in principle an expense transfer of the unspent appropriation relating to

Auckland rail negotiations from 2000/01 to 2001/02.

!

!

! 1

* General service performance objectives are detailed on pages 62 to 63.
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Output Class D9
Policy Advice: Regulation and Vote Purchase,
Ownership and Performance Issues

This class of outputs involves advice on: the regulation of markets affecting
the demand for, and supply of, goods and services, labour and capital;
the detail of  purchase and ownership actions to achieve the Government’s
goals; and assessments of the financial performance of departments and
Crown entities.  The outputs will include advice on:

• general social policy issues including health, education, welfare, housing,
accident compensation, labour force, justice and issues affecting Mäori
and Pacific Island people

• policy priorities for achieving and sustaining an inclusive economy,
developing frameworks to support decision-making and undertaking
research and policy development on key issues relevant to social
inclusion. This work is one of  the Treasury’s key priorities for 2000/
01

• the regulation of  general business activity, the regulation of  specific
business sectors; environmental and conservation issues; external
economic relations; defence and security issues; local government; and
matters relating to the provision of  other general government services

• advice on the cost, quality and quantity and alternative sources of
supply of the outputs sought by the Government, and the
interventions and outcomes relating to departmental Votes and Crown
entities (including purchase decisions, monitoring of payments for
outputs produced against appropriations and funding of non-
departmental revenue and expenditure which is administered by
departments and Crown entities)

• the financial performance of departments and Crown entities

• opportunities for providing better value for money in delivery of
public sector services, reflecting the fact that this is one of  the Treasury’s
key priorities for 2000/01.
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Significant work completed during the year

• Provided advice on policies for achieving and sustaining an inclusive
economy:

- Developed and reported a Closing the Gaps framework to assist
Ministers to prioritise current and proposed expenditure aimed at
improving the outcomes for Mäori and Pacific peoples who are
currently over-represented in negative economic and social outcomes.

- Reported on the international and New Zealand evidence on the
linkages between societal characteristics, economic performance and
well-being, and their implications for broad policy directions.

• Together with other departments, provided value for money advice to
Ministers on how policy priorities could be advanced from within the
resources available in the 2001 Budget.

• Provided advice on the Government’s response to the
recommendations of  the Tertiary Education Advisory Commission
contained in its report titled Shaping the System.

• In consultation with the Department of the Prime Minister and Cabinet
and defence agencies, reported to Ministers on a Sustainable Defence
Plan, presenting advice on a future Defence Force structure that meshed
the Government’s Defence Policy Objectives with its fiscal priorities.

The Government seeks to improve the social and economic well-being of
New Zealand by, in particular:

• growing an inclusive, innovative economy for the benefit of all

• restoring trust in government and providing strong social services

• reducing inequalities in health, education, employment and housing

• strengthening national identity and upholding the principles of the
Treaty of Waitangi

• protecting and enhancing the environment

• improving New Zealanders’ skills.

This output class contributes to these goals by providing policy advice on
achieving value for money through effective and efficient government
expenditure, services and regulation.
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• Provided advice on five-year operating baselines and capital requirements
for the New Zealand Defence Force (NZDF) over the next 10 years.
Gained ministerial agreement to develop with NZDF a process to
monitor NZDF’s progress in realising savings to fund future baseline
pressures and possible new or enhanced capabilities.

• Contributed to the interdepartmental officials’ process relating to the
dairy merger proposal, particularly on the new dairy regulatory
framework and detailed design of the legislation, and provided advice
to the ad hoc Ministerial Group.

• Participated in the officials’ process to advise Ministers on design and
implementation issues regarding the creation of a single food agency
as a semi-autonomous body within Ministry of Agriculture and
Forestry.

• Contributed to the interdepartmental officials’ process developing policy
options to support ratification of the Kyoto Protocol on climate change,
including domestic emissions trading.

• Successfully completed New Zealand’s period as Co-Chair of  the APEC
Finance Ministers process.  Through New Zealand leadership of the
policy agenda, a substantive work programme was agreed for the
coming year. Finance Ministers endorsed New Zealand’s Voluntary
Action Plan for freer and more stable capital flows and corporate
governance initiatives.  Ministers also signed off  on New Zealand’s
proposals for greater links among APEC forums and their work
programmes.

• Hosted two international agencies during July 2000: the OECD
Secretariat Mission to New Zealand, and the International Monetary
Fund (IMF) Article IV Consultation Delegation.  Provided briefings
to both agencies on the New Zealand economic outlook, and also
managed the operational aspects of their itineraries.

• Contributed to advice on:

- health reform implementation

- social assistance

- the Government’s response to the Review of  the Education Review
Office; the secondary school property guide; and guidelines for the
establishment of integrated and special character schools
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- the Australian Social Security Agreement

- dealing with the failing polytechnics, Wanganui and the Central
Institute of  Technology-Hutt Valley Polytechnic merger

- the Education Amendment Bill No. 2

- paid parental leave

- the Student Loan Scheme

- the West Coast Development Package, taking the lead in developing
the Interim Trust Deed (executed in September 2000) and Final
Trust Deed (executed in April 2001)

- the Government’s response to the Electricity Inquiry

- the Government’s response to the Report of  the Ministerial Inquiry
into Telecommunications

- reviews of the Local Government Act and the Funding Powers Act

- sustainable development

- the Biosecurity reviews

- the Landonline project

- South Island Landless Natives Act 1906 issues

- the Government’s response to the Wananga’s Treaty of  Waitangi
claim.

• Continued outreach activity with staff visiting departments, schools,
etc (example pictured).



THE TREASURY      61

B.27

Met and
frequently
exceeded

expectations

!
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* General service performance objectives are detailed on pages 62 to 63.

Service performance*

Performance Dimensions Achieved?

Quality

All reports will comply with the Treasury Quality Standards for Policy Advice.

The Minister will be requested quarterly to indicate his level of satisfaction

with the overall quality of outputs.

Quantity

The quantity and nature of advice and operational services will be supplied on

the basis agreed between the Minister of Finance and the Secretary to the

Treasury (as amended from time to time) for 2000/01.

Timeliness

All outputs will be delivered to timeframes as agreed between the Minister

and the Secretary to the Treasury for 2000/01.
1 Except for Inclusive Economy reporting which was extended from Q3 to Q4 as

agreed with the Minister and delivery of responses to OIA requests as detailed on
page 63.

Cost

2000/01 Actual ($000) 20,644

Supp. Est. - Voted ($000)       21,007

Main Est. ($000) 20,553

1999/2000 Actual-Restated ($000)     19,719

(Figures are GST inclusive)

The appropriation for this output class was increased by $454,000 in the Supplementary

Estimates due to increased output demands, particularly in health sector changes, value for

money and improving social equity.

Output class expenditure was $363,000 or 2% under Supplementary Estimates.
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Performance Dimensions Achieved?

Quality

• The Minister will expect the Treasury to implement suitable quality

control procedures to support the expectations for quality policy advice:

- Reports will clearly state their purpose and address any questions

raised by the Minister.

- Assumptions behind the advice will be explicit and the argument

logical and supported by facts.

- Forecasts will be credible at the time they are produced and will take

into account all relevant information.

- All material facts will be included.

- An adequate range of options will be presented and assessed for

benefits, costs and consequences to the economy.

- Evidence will exist of adequate consultation with interested parties,

where applicable, and possible objections to proposals will be

identified.

- Problems of implementation, technical feasibility, timing and

consistency with other policies will be considered.

- Material presented will be effectively summarised, concise, in

appropriate language and style, and free of spelling and grammatical

errors.

• Where appropriate, written and verbal advice tendered to the Minister

will accurately reflect:

- economic implications

- revenue and expense implications (quantified where possible)

-  administrative implications and costs (quantified where possible).

• Managerial and peer (internal and external) review will be maintained to

ensure that the quality standards are met. Managers or their equivalents

will sign out reports to Ministers. The SMG through a quality assurance

process will formally monitor these reviews on a six-monthly basis.

• The Minister will be formally requested, at least every six months, to

indicate his or her level of satisfaction with the overall quality of the

outputs produced.

1 During the year, the SMG agreed to replace the six-monthly assurance process with a process
operating to the revised risk management standard AS/NZS 4360:1999.

Met and
frequently
exceeded

expectations

! 1

Service Performance Objectives:
All Vote Finance Output Classes
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Timeliness

All outputs will be delivered to timeframes as agreed between the Minister and the

Secretary to the Treasury for 2000/01. Ministerial correspondence (MCs), parliamentary

questions (PQs) and Official Information Act requests (OIAs) will be responded to within

agreed and statutory timeframes:

2000/01 PQs MCs OIAs

D1
Estimated 10-20 50-100 10-20
Actual draft replies 28 57 1
% answered by due date 100 100 100

D2
Estimated 30-50 50-100 20-30
Actual draft replies 22 48 18
% answered by due date 100 100 100

D3
Estimated 10-20 100-150 0-5
Actual draft replies 12 127 11
% answered by due date 100 100 100

D4
Estimated 0-5 0-5 0-5
Actual draft replies 36 8 73
% answered by due date 100 100 100

D5
Estimated 10-20 10-20 0-5
Actual draft replies 32 8 7
% answered by due date 100 100 100

D6
Estimated 0-5 0-5 -
Actual draft replies 2 - -
% answered by due date 100 - -

D7
Estimated 5-10 5-10 0-5
Actual draft replies 8 15 5
% answered by due date 100 100 100

D8
Estimated 20-50 125-175 20-40
Actual draft replies 100 59 41
% answered by due date 100 100 931

D9
Estimated 100-150 700-800 75-100
Actual draft replies 91 192 67
% answered by due date 100 100 972

1 3 OIAs were delayed as additional work was required - consultation and data collection.
2 2 OIAs were late due to external delays.
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CCMAU
- Purpose and Roles

Purpose
CCMAU provides ownership monitoring advice to, and manages issues
on behalf of, the shareholding Ministers for state-owned enterprises
(SOEs), Crown research institutes (CRIs), and other Crown companies,
which enables shareholding Ministers to hold boards of Crown companies
accountable for their performance in maintaining and enhancing
shareholder value.

Roles of CCMAU
CCMAU’s current roles are:

• providing advice which assists Ministers to set ownership objectives
for Crown companies

• monitoring the performance of Crown companies in meeting their
objectives and targets

• managing, on behalf of Ministers, the appointment of Crown
company directors

• monitoring the performance of those directors

• providing policy advice on, and managing issues arising out of, the
ownership of Crown companies.

Relationship with the Treasury
The Executive Director of  CCMAU is directly accountable to the Secretary
to the Treasury for the Crown’s investment in CCMAU, and for CCMAU’s
performance in providing the output classes Ministers seek.
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Executive Director of
CCMAU’s Overview

CCMAU’s primary objective is to

ensure that the companies it monitors

on behalf of the Crown continue to

maintain and enhance shareholder

value within the bounds of their

enabling legislation.  The portfolio for

which the Unit is responsible includes:

CRIs and SOEs and a number of other

Crown-owned companies.

2000/01 has been a year of  substantial change for CCMAU with the
transfer of the health monitoring and advisory functions and the
subsequent review of  the residual CCMAU business.  It has been a challenge
to maintain output delivery during this period of organisational change
and high staff turnover.   The health monitoring and advisory functions
were transferred to the Ministry of Health on 1 August 2000.  This single
event resulted in a significant reduction in the size of the Unit from 38 to
a current complement of 15 staff.  However, the subsequent review of the
residual CCMAU business confirmed that the Unit should remain a semi-
autonomous body attached to the Treasury.  It also endorsed a role for
CCMAU as a “centre of  excellence” in ownership monitoring, board
member selection, and corporate governance in the state sector.

Crown Research Institutes

Principal Advisor - Murray Wright

All CRIs have continued to enhance their financial positions over the past
year with profitable performances generally in line with budget.  Most are
very well placed to meet the Government’s ownership expectations for
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them in terms of  enhancing the development of  New Zealand’s
innovation system.  CCMAU continued to actively monitor the CRIs’
performance against their plans and advise Ministers of any significant
variances as they occurred.

A key feature of the work undertaken this year has been the development
of an operating framework for CRIs.  This document sets out the
Government’s expectations on a range of  issues including its views about
the gearing of CRI balance sheets to enable them to pay a one-off special
dividend.  The introduction of a more active ongoing dividend policy was
also signalled in this document.

State-Owned Enterprises

Principal Advisor - David Marriott

The SOE sector is a substantial component of  the Crown’s balance sheet
and has made a significant contribution to both the Crown’s finances and
the economy. The sector has total assets of  around $15 billion, of  which
shareholders’ funds are approximately $9 billion.  The greater part of the
Crown’s investment is in the electricity sector, but also covers primary
production, service and communication companies.   The Government’s
long-term ownership perspective in relation to SOEs makes it important
that the companies continue to develop, manage and take advantage of
market changes, and ensure that the Crown continues to receive an adequate
return on its investment.

The 2000/01 year has been a dynamic period with many significant
developments within the SOE portfolio.  The SOE model has been
tested with the placing into receivership of  Terralink New Zealand Ltd.
This is the first instance since the SOE model was established in 1986 a
SOE has failed.

All other SOEs are profitable and, in many cases in addition to paying
dividends to the shareholder, have retained a portion of their earnings for
some substantial development projects.  For example, Meridian Energy
Ltd is considering a power development project in the South Island;
Genesis Power Ltd is planning a major redevelopment of the Huntly
power station; and Airways Corporation of New Zealand Ltd is replacing
its existing air traffic control system. These projects are expected to add
further value in future years and CCMAU’s role will be to monitor the
SOEs’ performance to ascertain whether the projected increases in value
materialise.
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Health
The transfer of the health monitoring and advisory functions to the
Ministry of Health was concluded early in the financial year.  Of the 17
health monitoring staff, only eight transferred to the Ministry of Health.
The remaining staff opted to further their careers elsewhere.  This loss of
institutional knowledge was unfortunate, particularly at a time of
considerable change within the sector.

Appointments and Governance

Director - Ron Hamilton

A number of  initiatives were undertaken in 2000/01 as part of  CCMAU’s
“centre of excellence” mandate.  These included the implementation of
the Cabinet-approved codified appointment process.

CCMAU continued to receive expressions of  interest from people wishing
to be considered for appointments to Crown company boards.  285
expressions of interest were received during the year and we have continued
the practice of meeting these people to assess if they have the requisite
governance competencies and potential to provide stewardship of Crown-
owned companies.

The Unit advised Ministers on 104 appointments to the boards of SOEs,
CRIs and Crown-owned companies.  In addition, CCMAU received a
number of requests for assistance in candidate identification from other
departments.  Mindful of  the need to respect individuals’ privacy, a protocol
was issued for the guidance of departments seeking assistance.

Two “Prospective Directors” seminars were held, with the assistance of
the Institute of Directors. These seminars were rated highly and it is
intended that three seminars be held in 2001/02.

CCMAU is recognised by comparable organisations in other countries for
its expertise in ownership monitoring and governance practices, and
delegations from seven groups were briefed.  In addition, Unit staff
members were invited to assist with training programmes organised by
the Commonwealth Association for Corporate Governance in Barbados,
South Africa and Kenya.
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With the assistance of Dr Brent Wheeler, the Unit reported to Cabinet on
the candidate selection criteria for board appointments.  The report
identified a number of areas for further development and an
interdepartmental working party is looking at ways in which government
agencies can better ensure that the membership of boards represents the
wider make-up of New Zealand society as a whole.

The Unit itself  recognises the Government’s desire for greater diversity
on Crown company boards.  It has actively sought new director candidates
who will help address the gender and ethnic balances on boards.

Managing CCMAU

Managing our Human Resources

The number of  staff  employed in CCMAU at 30 June 2001 was 15.  The
Unit also had four vacancies at that time. The transfer of health monitoring
and advisory functions and the subsequent review of the residual Unit
created uncertainty for staff.  As a result CCMAU continued to experience
high turnover levels at 49%.  The average length of  service for CCMAU
staff has increased from 1.9 years in 1999/2000 to 2.5 years in 2000/01,
reflecting vacancies within the Unit.  From time to time, temporary workers
were brought in to cover for other staff on extended leave and to deal
with peaks in demand for advice and other services.
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CCMAU seeks to encourage target staff
to join, remain and develop within the
Unit.  The recruitment of women is
not dissimilar to other similar policy
agencies.  The recruitment pool for
Mäori and Pacific Island graduates in
relevant disciplines is limited and
recruiting this target group remains a
challenge.

Despite the changes this year, CCMAU
has retained a team of high-quality
individuals. In 2000/01, staff have
attended a number of training and
development initiatives to ensure they
maintain a level of skill commensurate with their roles and responsibilities.

Developing and Maintaining Capability

It has been a challenge during 2000/01 to maintain output delivery during
a period of major organisational change and high staff turnover.  For a
unit of  its size, it is critical that CCMAU pays particular attention to the
recruitment, development and retention of highly professional staff with
a broad range of expertise.  In order to respond more readily to Ministers’
requirements, CCMAU is continuing to review its capabilities within the
context of the different functions of the Unit.

Large numbers of complex and time-intensive OIA requests in 2000/01
meant that at times, resources were stretched and other monitoring
functions were adversely impacted.  This situation is currently being
addressed by the recruitment of additional staff and the redistribution
of some activities to ensure high-quality advice is still provided while
OIA obligations are met.

The coming year will be a challenging one for CCMAU, meeting the
immediate output needs of  Vote Ministers while implementing the
“centre of excellence” mandate and maintaining and developing key
resources.

Murray Wright

Executive Director
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B.27

Output Performance
- CCMAU

Statement of Objectives and Service Performance
section 35(3) Public Finance Act 1989

Votes at a Glance

Actual expenditure for 2000/01 by output class:

$m

0.764 D1 Crown Company Monitoring Advice to the Minister of

CRIs

2.553 D1 Crown Company Monitoring Advice to the Minister of

SOEs

0.322 D1 Crown Company Monitoring Advice to the Minister of

Health

(Figures are GST inclusive)

Vote Crown Research Institutes

Output Class D1
Crown Company Monitoring Advice to the
Minister for Crown Research Institutes

This class of outputs involves the provision of policy and ownership
monitoring advice on nine CRIs and includes:

• providing advice on setting ownership objectives and targets for CRIs,
strategic direction, the size and nature of  the Crown’s investment in
this sector, and residual implementation issues

• monitoring and advising Ministers of CRIs’ performance against these
objectives and targets

• management, on behalf of Ministers, of the director appointment
and performance assessment process for CRI boards.
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By providing advice on the effective governance and management of
the Crown’s investment in CRIs, these outputs contribute to the
Government’s goal of growing an inclusive, innovative economy for
the benefit of all.

Significant work completed during the year

• Developed an operating framework for CRIs, which outlined the
Government’s ownership expectations for CRIs and signalled its plan
to introduce a more active ongoing dividend policy.

• Managed the CRI strategic planning round on behalf of shareholding
Ministers.  Strategic plans were evaluated and reports were prepared
on the content and implications of each plan, and on the content and
acceptability of  each Statement of  Corporate Intent (SCI).  SCIs were
finalised and provided to the Minister’s office for tabling in Parliament.

• Provided monitoring advice to shareholding Ministers on a quarterly
basis, detailing both the financial and non-financial performance of
each CRI, and science highlights for the quarter.

• Provided advice to Ministers on a number of specific ownership issues
that arose during the year.

• Settled further residual liabilities arising from the formation of CRIs
so that only two significant liabilities remain to be settled.

• Managed the appointment of CRI directors on behalf of shareholding
Ministers, taking into account the Government’s desire for diversity
on company boards.  This included identifying and interviewing
prospective director candidates and providing advice to Ministers on
potential directors to fill vacancies.  A successful new induction seminar
was held.
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Service performance

Performance Dimensions Achieved?

Quality

• All advice will be delivered in accordance with the following quality

standards:

- The aim of the advice is clearly stated and it answers the questions set.

- The assumptions behind the advice are explicit and the argument is

logical and supported by the facts.

- The facts in the papers are accurate and all material facts are included.

- The advice demonstrates a sound knowledge of the Crown company's

business, the environment within which the company operates and the

consequences of shareholder or company actions.

- An adequate range of options is presented, and the benefits, costs and

consequences of each option are assessed.

- CCMAU has consulted with other government agencies and other

affected parties and possible issues are identified and action plans

developed to resolve those issues in a timely way.

- The problems of implementation, technical feasibility, timing and

consistency of recommendations have been considered.

- The format meets Cabinet Office and ministerial requirements; and

the material is effectively, concisely and clearly presented, has short

sentences in plain English and is free of spelling, grammatical and

numerical errors.

• The Minister will be requested quarterly to assess actual performance in

output delivery against these expectations.

• All written advice to the Minister will be signed out by the Executive

Director, Principal Advisor or a designated advisor.

Quantity

The quantity and nature of policy and ownership monitoring advice outputs will

be supplied on the basis of a work programme agreed between the Minister for

CRIs and the Executive Director of CCMAU (as amended from time to time).

!

!

Materially
met

expectations
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Timeliness

Timeframes for the delivery of the outputs in this output class will

be agreed between the Minister for CRIs and the Executive Director of

CCMAU for the financial year.

PQs, MCs and OIAs will be responded to within agreed and statutory

timeframes.

2000/01 PQs MCs OIAs

Estimated 12-20 25-50  1-4

Actual draft replies 113 60 7

% answered by due date 991 931 100

1 The timeliness of responses on PQs and MCs was occasionally affected by other work demands during
the year.

Cost

2000/01 Actual ($000) 764

Supp. Est. - Voted ($000) 1,007

Main Est. ($000)  816

1999/2000 Actual ($000)  563

(Figures are GST inclusive)

The appropriation for this output class was increased by $191,000 in the Supplementary

Estimates due to a fiscally neutral transfer from Vote Health Service Providers (following

transfer of the Health Monitoring Unit to the Ministry of Health) to cover overheads

incurred by the remainder of CCMAU.

Output class expenditure was $243,000 or 24% under Supplementary Estimates due to

savings in consultancy expenses.

!1
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By providing advice on the effective governance and management of
the Crown’s investment in SOEs, these outputs contribute to the
Government’s goal of growing an inclusive, innovative economy for
the benefit of all.

Vote State-Owned Enterprises

Output Class D1
Crown Company Monitoring Advice to the
Minister for State-Owned Enterprises and
Other Responsible Ministers

This class of outputs involves the provision of policy and ownership
monitoring advice on SOEs and Crown-owned companies (CROCs)
including:

• advice on setting ownership objectives and targets for SOEs and
CROCs, strategic direction, the size and nature of  the Crown’s
investment in this sector and residual implementation issues

• monitoring and advising Ministers about SOE and CROC
performance against these objectives and targets

• management, on behalf of Ministers, of the director appointment
process and performance assessment of SOE and CROC boards.

Significant work completed during the year

•  Provided advice on:

- major business development initiatives at Meridian Energy Ltd
(Meridian) and Genesis Power Ltd

- the wind-up of  At Work Insurance Ltd

- New Zealand Post Ltd’s banking proposal

- the receivership of  Terralink New Zealand Ltd

- the transition from Housing New Zealand to the new integrated
housing entity, Housing New Zealand Corporation

- rail policy and the potential implications for New Zealand Railways
Corporation

- credit ratings for Mighty River Power Ltd and Meridian



THE TREASURY      75

B.27

- Airways Corporation of  New Zealand Ltd’s bidding for the
National Air Traffic Services (UK) project

- the industrial relations issues with Asure New Zealand Ltd

- the impact of energy sector reforms

- governance issues - board membership

- the Meridian/Transpower New Zealand Ltd dispute.

• Provided support on Crown ownership issues to Ministers responsible
for Timberlands West Coast Ltd, Radio New Zealand Ltd, Television
New Zealand Ltd, Animal Control Products Ltd, and Housing New
Zealand Ltd.

• Managed:

- the ongoing high volume of responses to ministerials, PQs and
OIAs

- the consolidated quarterly reporting to Cabinet on the performance
of SOEs and CROCs

- the business planning round.
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Materially
met

expectations

Service performance

Performance Dimensions Achieved?

Quality

• All advice will be delivered in accordance with the following quality

standards:

- The aim of the advice is clearly stated and it answers the questions set.

- The assumptions behind the advice are explicit and the argument is

logical and supported by the facts.

- The facts in the papers are accurate and all material facts are included.

- The advice demonstrates a sound knowledge of the Crown company's

business, the environment within which the company operates and the

consequences of shareholder or company actions.

- An adequate range of options is presented, and the benefits, costs and

consequences of each option are assessed.

- CCMAU has consulted with other government agencies and other

affected parties and possible issues are identified and action plans

developed to resolve those issues in a timely way.

- The problems of implementation, technical feasibility, timing and

consistency of recommendations have been considered.

- The format meets Cabinet Office and ministerial requirements; and the

material is effectively, concisely and clearly presented, has short

sentences in plain English and is free of spelling, grammatical and

numerical errors.

• The Minister will be requested quarterly to assess actual performance in

output delivery against these expectations.

• All written advice to the Minister will be signed out by the Executive

Director, Principal Advisor or a designated advisor.

Quantity

• The quantity and nature of policy and ownership monitoring advice will be

supplied on the basis of a work programme agreed between the Minister for

SOEs and Executive Director of CCMAU (as amended from time to time)

for 2000/01.

• CCMAU will report quarterly to Ministers on performance by SOEs and

Crown companies against expectations in accordance with the Cabinet-

agreed content of that report.

!

!

!
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Timeliness

Timeframes for the delivery of the outputs in this output class will be agreed

between the Minister for SOEs and the Executive Director of CCMAU for the

financial year.

The Executive Director will report and meet with the Minister for SOEs on

progress in delivering the outputs agreed in the work programme.
1 The frequency of the meetings varied according to the Minister's own demands.

PQs, MCs and OIAs will be responded to within agreed and statutory

timeframes.

2000/01 PQs MCs OIAs

Estimated 330 600 55

Actual draft replies 401 293 49

% answered by due date 872 742 712

2 The timeliness of responses on PQs, MCs and OIAs was affected due to sustained resource
constraints throughout the year.

Cost

2000/01 Actual ($000) 2,553

Supp. Est. - Voted ($000) 2,569

Main Est. ($000)   1,995

1999/2000 Actual ($000) 1,869

(Figures are GST inclusive)

The appropriation for this output class was increased by $574,000 in the Supplementary

Estimates due to a fiscally neutral transfer from Vote Health Service Providers (following

transfer of the Health Monitoring Unit to the Ministry of Health) to cover overheads

incurred by the remainder of CCMAU.

Output class expenditure was $16,000 or 1% under Supplementary Estimates.

!

!1
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Vote Health Service Providers

Output Class D1
Crown Company Monitoring Advice to the
Minister of Health

This class of outputs involves the provision of policy and ownership
monitoring advice on 23 HHSs and includes:

• advising on setting ownership objectives and targets for hospital and
health services (HHSs), strategic direction, the size and nature of  the
Crown’s investment in this sector and residual implementation issues

• monitoring and advising shareholding Ministers of HHSs’
performance against their Business Plan objectives

• managing, on behalf of shareholding Ministers, the director
appointment and performance assessment process of HHSs boards

• advising on the impact of proposed health policy options on HHSs
and identifying policy options that will assist in meeting the
shareholders’ ownership objectives.

Significant work completed during the year

CCMAU completed the implementation of  the transfer of  health
monitoring and advisory functions to the Ministry of Health on 1 August
2000, while maintaining routine output delivery during July.

By providing advice on the effective governance and management of
the Crown’s investment in health service providers, these outputs
contribute to various Government goals, in particular: restoring trust
in government and providing strong social services; and reducing
inequalities in health, education, employment and housing.
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Service performance

Performance Dimensions Achieved?

Quality

• All advice will be delivered in accordance with the following quality

standards:

- The aim of the advice is clearly stated and it answers the questions set.

- The assumptions behind the advice are explicit and the argument is

logical and supported by the facts.

- The facts in the papers are accurate and all material facts are included.

- The advice demonstrates a sound knowledge of the HHS's business,

the environment within which the HHS operates and the consequences

of shareholder or HHS actions.

- An adequate range of options is presented, and the benefits, costs and

consequences of each option are assessed.

- CCMAU has consulted with other government agencies and other

affected parties and possible issues are identified and action plans

developed to resolve those issues in a timely way.

- The problems of implementation, technical feasibility, timing and

consistency of recommendations have been considered.

- The format meets Cabinet Office and ministerial requirements; and

the material is effectively, concisely and clearly presented, has short

sentences in plain English and is free of spelling, grammatical and

numerical errors.

• The Minister will be requested quarterly to assess actual performance in

output delivery against these expectations.

• All written advice to the Minister was signed out by the Executive Director,

Principal Advisor or a designated advisor.

Quantity

The quantity and nature of policy and ownership monitoring advice outputs will

be supplied on the basis of a work programme agreed between the Minister of

Health and the Executive Director of CCMAU (as amended from time to time)

!

!

Not applicable
(July only)
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Timeliness

Timeframes for the delivery of the outputs in this output class will

be agreed between the Minister for Health and the Executive Director of

CCMAU for the financial year.

PQs, MCs and OIA requests will be responded to within agreed and statutory

timeframes

2000/01 PQs MCs OIAs

Estimated 200-300 300-450  45-55

Actual draft replies1 103 9 1

% answered by due date 872 782 100

In progress - 8 6

1 July only.
2 The timeliness of responses on PQ and MCs was affected by the volume of requests and availability

of resources during this transition period. Some MCs and OIAs were in progress at 1 August and
transferred to the Ministry of Health.

Cost

2000/01 Actual ($000) 322

Supp. Est. - Voted ($000) 358

Main Est. ($000) 4,292

1999/2000 Actual ($000) 4,235

(Figures are GST inclusive)

The appropriation for this output class was decreased by $3,934,000 in the Supplementary

Estimates due to the transfer of the Health Monitoring Unit to the Ministry of Health on

1 August 2000.

Output class expenditure was $36,000 or 10% under Supplementary Estimates due to costs

associated with the transfer of the Unit being less than forecast.

!
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Expenditure at a Glance
for the year ended 30 June 2001

This chart illustrates the make-up of expenditure by significant categories
for both the Treasury and CCMAU.

Total Departmental output expenditure was $2.9 million or 5.4 % less
than Supplementary Estimates budgets.  This variance was largely due to
the Export Credit Office establishment costs being less than forecast and
outputs relating to supporting the Crown’s negotiations of  Auckland
rail lease and infrastructure assets being delayed. In 1999/2000 expenditure
was $3.9 million or 7% less than Supplementary Estimates budgets.
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Statement of Financial
Performance

for the year ended 30 June 2001

The Statement of Financial Performance details the revenue and expenses
relating to all outputs (goods and services) produced by the Department
including CCMAU.

1999/2000 2000/01
Main Supp.

Actual Notes Actual Estimates Estimates
($000) ($000) ($000) ($000)

Revenue
51,604 Crown (1) 49,468 54,796 52,351

158 Other (2) 598 170 508
20 Interest (3) 48 21 44

51,782 Total Revenue 50,114 54,987 52,903
Expenses

29,299 Personnel costs 28,870 30,193 29,239
13,163 Operating costs (4) 14,323 17,454 15,983
6,949 Consultants 4,672 5,067 5,416
1,799 Depreciation (6) 1,657 1,700 1,677

552 Capital charge (7) 544 552 544

51,762 Total Expenses 50,066 54,966 52,859
20 Net Surplus 48 21 44

The accompanying notes on pages 92 to 96 and accounting policies on
pages 107 to 111 are an integral part of these financial statements.
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Statement of
Movements in
Taxpayers’ Funds

for the year ended 30 June 2001

The Statement of  Movements in Taxpayers’ Funds combines
information about the surplus with other aspects of the financial
performance of  the Department, including CCMAU, to give a degree of
measure of comprehensive income.

1999/2000    2000/01
Main Supp.

Actual Actual Estimates Estimates
($000) ($000) ($000) ($000)

Taxpayers’ Funds brought
5,522   forward as at 1 July 5,522 5,522 5,522

Movements during the year
20 Net operating surplus 48 21 44

Total Recognised Revenues and
20   Expenses for the Year 48 21 44

- Transfer to Ministry of Health (95) - (95)
Provision for repayment of

   (20)   surplus to the Crown (48) (21) (44)
5,522 Taxpayers’ Funds as at 30 June 5,427 5,522 5,427

The accompanying notes on pages 92 to 96 and accounting policies on
pages 107 to 111 are an integral part of these financial statements.
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Statement of
Financial Position

as at 30 June 2001

The Statement of Financial Position reports the total assets and liabilities
of  the Department including CCMAU. The difference between the assets
and liabilities is called taxpayers’ funds.

30 June 2000 30 June 2001
Main Supp.

Actual    Notes  Actual Estimates Estimates
($000) ($000) ($000) ($000)

5,522 Taxpayers’ funds 5,427 5,522 5,427
5,522 Total Taxpayers’ Funds 5,427 5,522 5,427

Represented by:
Current Assets

3,398 Cash 5,041 1,444 2,332
2,000 Short-term deposits   (8) - 1,500 1,500

357 Advances and prepayments 359 244 351
54 Accounts receivable 201 102 60

6,358 Debtors - Crown 5,812 7,000 4,754
12,167 Total Current Assets 11,413 10,290 8,997

Non-Current Assets
3,023 Fixed assets   (9) 2,803 3,895 2,753
3,023 Total Non-Current Assets 2,803 3,895 2,753

15,190 Total Assets 14,216 14,185 11,750
Current Liabilities

3,241 Payables and provisions 4,108 4,914 2,629
313 Provisions 250 250 250

5,710 Employee entitlements     (10) 3,951 3,099 2,981
Repayment of surplus

20    to the Crown 48 21 44
9,284 Total Current Liabilities 8,357 8,284 5,904

Term Liabilities
384 Employee entitlements     (10) 432 379 419
384 Total Term Liabilities 432 379 419

9,668 Total Liabilities 8,789 8,663 6,323
5,522 Net Assets 5,427 5,522 5,427

The accompanying notes on pages 92 to 96 and accounting policies on
pages 107 to 111 are an integral part of these financial statements.
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Statement of Cash Flows
for the year ended 30 June 2001

The Statement of Cash Flows summarises the cash movements in and out of the
Department during the year.  It does not include money owed to the Department or
owing by the Department, and therefore differs from the Statement of Financial
Performance on page 83.

1999/2000 2000/01
Main Supp.

Actual Actual Estimates Estimates
($000) ($000) ($000) ($000)

Cash Flows from Operating Activities
Cash was received from:

52,336 The Crown 50,020 54,183 53,955
157 Third parties 535 179 504
25 Interest 51 18 47
(4) Net GST 103 6 160

52,514 Total 50,709 54,386 54,666
Cash was disbursed for:

51,139 Production of outputs 49,079 52,827 54,172
552 Payment of capital charge 544 552 454

51,691 Total 49,623 53,379 54,626
Net Cash Flows from Operating

823   Activities 1,086 1,007 40
Cash Flows from Investing Activities
Cash was provided from:

16 Sale of fixed assets 17 - -
Cash was disbursed for:

1,298 Purchase of fixed assets 1,345 1,748 1,491
Net Cash Flows from Investing

(1,282)   Activities (1,328) (1,748) (1,491)
Cash Flows from Financing Activities
Cash was disbursed for:

61 Payment of surplus to the Crown 20 22 20
- Capital repayment 95 - 95

(61) Net Cash Flows from Financing Activities (115) (22) (115)
(520) Net increase/(decrease) in cash held (357) (763) (1,566)

5,918 Plus opening cash brought forward 5,398 5,398 5,398
5,398 Closing cash carried forward 5,041 4,635 3,832

The accompanying notes on pages 92 to 96 and accounting policies on pages 107 to
111 are an integral part of these financial statements.
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Reconciliation of
Net Cash Flows

for the year ended 30 June 2001

The Reconciliation of Net Cash Flows discloses the non-cash adjustments
applied to the surplus reported in the Statement of Financial Performance
on page 83 to arrive at the Net Cash Flow disclosed in the Statement of
Cash Flows on page 86.

1999/2000 2000/01
Main Supp.

Actual Actual Estimates Estimates
($000) ($000) ($000) ($000)

  Surplus/(Deficit) from Statement
20   of Financial Performance 48 21 44

Add/less non-cash items:
1,799 Depreciation 1,657 1,700 1,677

Increase in non-current
55   employee entitlement 48 (5) 35
10 Fixed asset write-offs 19 - 9

Movements in working
          capital items
Decrease/(increase) in advances

(122)   and prepayments (2) (103) 6
Decrease/(increase) in

75   accounts receivable (148) (47) (7)
Decrease/(increase) in

836   debtor Crown 546 (613) 1,604
Increase/(decrease) in accounts

(2,831)   payables and accruals 714 2,182 (558)
313 Increase/(decrease) in provisions (63) (63) (63)

Increase/(decrease) in employee
670   entitlements (1,760) (2,065) (2,730)

Items classified as investing
 activity

(2) Net loss on sale of fixed assets 27 - 23
Net Cash Flows from

823    Operating Activities 1,086 1,007 40

The accompanying notes on pages 92 to 96 and accounting policies on
pages 107 to 111 are an integral part of these financial statements.
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Statement of
Commitments

as at 30 June 2001

The Treasury has a long-term lease on its principal premises at No 1 The
Terrace in Wellington. The Treasury also has a lease over a Boulcott Street
premise which is currently subleased.

Operating commitments consist of computer maintenance contracts,
building services contracts and contracts for services totalling $876,000.

The timing of operating and lease commitments is as follows:

30 June 2000 30 June 2001
($000) ($000)

5,318 Less than one year 5,214
4,870 One to two years 4,514

13,214 Two to five years 8,933
- More than five years -

23,402 Total 18,661

The accompanying notes on pages 92  to 96 and accounting policies on
pages 107 to 111 are an integral part of these financial statements.
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Statement of
Contingent Assets
and Liabilities

       as at 30 June 2001

As at 30 June 2001, the Department had no departmental contingent
assets and liabilities (30 June 2000: nil).

The accompanying notes on pages 92 to 96 and accounting policies on
pages 107 to 111 are an integral part of these financial statements.
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Statement of
Expenditure and
Appropriations

for the year ended 30 June 2001

             2000/01
Supp.

Actual Estimates
Expenditure - Voted

($000) ($000)

The Treasury
Vote Finance

D1 Policy Advice: General Economic and
  Fiscal Strategies 3,619 3,693

D2 Policy Advice: Crown Financial Management 3,666 3,926
D3 Policy Advice: Tax 4,042 4,230
D4 Budget Management 2,015 2,034
D5 Policy Advice: Economic and Fiscal Forecasting

and Reporting 6,274 6,356

D6 Debt and Related Financial Asset Management1 5,651 5,849
D7 Management of Claims Against the Crown,

Contractual Liabilities and Crown Properties 3,203 3,718
D8 Policy Advice: Ownership and Performance of

Crown Companies and Financial Institutions 3,572 4,719
D9 Policy Advice: Regulation and Vote Purchase,

Ownership and Performance Issues 20,644 21,007

Total Vote Finance 52,686 55,532

(Figures are GST inclusive where applicable)

The accompanying notes on pages 92 to 96 and accounting policies on
pages 107 to 111 are an integral part of these financial statements.

1 Expenses to be incurred pursuant to section 61(1) of the Public Finance Act
1989.
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Statement of
Expenditure and
Appropriations (continued)

for the year ended 30 June 2001

2000/01
Supp.

Actual Estimates
Expenditure - Voted

($000) ($000)

CCMAU
Vote Crown Research Institutes

D1 Crown Company Monitoring Advice to the
  Minister for Crown Research Institutes 764 1,007
Vote State-Owned Enterprises

D1 Crown Company Monitoring Advice to the
  Minister for State-Owned Enterprises and
  Other Responsible Ministers 2,553 2,569
Vote Health Service Providers

D1 Crown Company Monitoring Advice to the
  Minister of Health 322 358

(Figures are GST inclusive where applicable)

The accompanying notes on pages 92 to 96 and accounting policies on
pages 107 to 111 are an integral part of these financial statements.
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Notes to the Financial
Statements

for the year ended 30 June 2001

1 Revenue - Crown
This is revenue earned for the supply of outputs to the Crown.

2 Other Revenue
1999/2000 2000/01

Main Supp.
Actual Actual Estimates Estimates

($000) ($000) ($000) ($000)

32 Rental income 178 - 178
126 Miscellaneous 420 170 330

158 Total Other Revenue 598 170 508

3 Interest
The Treasury earns interest at variable rates on cash held with the NZDMO.

4 Operating Costs
These include:

1999/2000 2000/01
Main Supp.

Actual Actual Estimates Estimates
($000) ($000) ($000) ($000)

4,633 Lease of premises 4,316 4,270 4,320
Fees to auditors for audit of the

200    Department and NZDMO 205 201 201
Fees to auditors for audit

95   of Crown financial statements 95 95 95
26 Fees to auditors for other services 6 - -
10 Other write-offs 13 - 13

(Gain)/loss on sale of fixed
(2)   assets (Note 5) 27 - 23

8,201 Other operating costs 9,661 12,888 11,331

13,163 Total Operating Costs 14,323 17,454 15,983
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5 Gain/(Loss) on Sale of Fixed Assets
1999/2000 2000/01

Main Supp.
Actual Note Actual Estimates Estimates

($000) ($000) ($000) ($000)

- Computer equipment (27) - (23)
2 Motor vehicles - - -
22222 Net Gain/(Loss) on

 Sale of Assets Sale of Assets Sale of Assets Sale of Assets Sale of Assets (4) (27) - (23)

6 Depreciation on Fixed Assets
1999/2000 2000/01

Main Supp.
Actual Actual Estimates Estimates
($000) ($000) ($000) ($000)

28 Furniture and fittings 16 30 19
Office machinery and electrical

186  equipment 222 264 222
1,327 Computer equipment 1,243 1,213 1,252

- Plant 1 - 1
4 Motor vehicles - - -

254 Leasehold improvements 175 193 183
1,799 1,657 1,700 1,677

7 Capital Charge
The Treasury pays a capital charge to the Crown on its average taxpayers’
funds as at 30 June and 31 December. The capital charge rate for 2000/01
was 10% (1999/2000: 10%).
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8 Short-term Deposits
As at balance date the following term deposit had been placed with the
NZDMO.

Actual Counterparty Interest Rate Term Actual
1999/2000 2000/01

($000) ($000)

2,000 NZDMO - - -

9 Fixed Assets
The following categories of  assets are in use by the Treasury.

As at 30 June 2001 Net
Accumulated Book

Cost Depreciation Value
($000) ($000) ($000)

Furniture and fittings 482 401 81
Office machinery and electrical equipment 1,550 1,085 465
Computer equipment 7,065 5,349 1,716
Plant 5 1 4
Leasehold improvements 5,268 4,731 537

Total Fixed Assets 14,370 11,567 2,803

As at 30 June 2000 Net
Accumulated Book

Cost Depreciation Value
($000) ($000) ($000)

Furniture and fittings 491 440 51
Office machinery and electrical equipment 1,601 1,016 585
Computer equipment 7,663 5,789 1,874
Leasehold improvements 5,223 4,710 513

Total Fixed Assets 14,978 11,955 3,023
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11 Financial Instruments
The Department is party to financial instrument arrangements as part of
its everyday operations. These financial instruments include bank balances,
accounts receivable, advances, debtor Crown, trade creditors, accrued
expenses and employee entitlements.

Credit risk
In the normal course of its business the Department incurs credit risk
from trade debtors.

The Department does not require any collateral or security to support
financial instruments with financial institutions with which the
Department deals, as these entities have high credit ratings. For its other
financial instruments the Department does not have significant
concentrations of credit risk.

Fair value
The fair value of financial instruments is equivalent to the carrying amount
disclosed in the Statement of Financial Position.

10 Employee Entitlements
1999/2000 2000/01

Main Supp.
Actual Actual Estimates Estimates
($000) ($000) ($000) ($000)

Current Liabilities
Retirement, resigning, long

805   service and parental leave 865 958 958
1,782 Annual leave 1,765 1,555 1,555

762 Accrued salaries 692 118 -
2,361 Deferred performance payments 629 468 468

5,710 Total Current Liabilities 3,951 3,099 2,981
Term Liabilities

384 Retirement and long service leave 432 379 419

384 Total Term Liabilities 432 379 419

6,094 Total Employee Entitlements 4,383 3,478 3,400
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Currency and interest rate risk
The Department has no significant exposure to currency exchange loss
risk, and its financial instruments are not interest rate sensitive.

12 Related Party Information
The Department is a wholly owned entity of the Crown. The Government
significantly influences the roles of the Department as well as being its
major source of revenue.

The Department enters into numerous transactions with other
government departments, Crown agencies and SOEs on an arm’s length
basis. These transactions are not considered to be related party transactions.

Apart from those transactions described above, the Department has not
entered into any related party transactions.
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Statement of
Expenditure and
Appropriations

 for the year ended 30 June 2001

                                                                                             2000/01
Supp.

Actual Estimates
Expenditure - Voted

($000) ($000)

Vote Finance
Non-departmental output classes
Management of Crown overseas properties 225 700
Total Non-Departmental Output Classes 225 700
Borrowing expenses
Debt servicing1 2,650,272 2,767,000
Total Borrowing Expenses 2,650,272 2,767,000
Other  expenses
Compensation payments 170 888
Crown Forestry Management Ltd 12,461 13,000
Crown overseas properties 3,949 6,000
Crown residual liabilities 147 880
Geothermal Trading 2,044 3,500
Maui Gas Contracts 373,880 390,000
Overseas Investment Commission honoraria 19 25
Unclaimed money2 144 500

Total Other Expenses 392,814 414,793

Capital contributions to other organisations
Housing Corporation loans 26,778 26,778
International financial institutions3 132,000 150,000
Taitokerau Forests 2,619 3,900
Terralink Ltd 1,500 2,500

Total Capital Contributions 162,897 183,178
Purchase of assets
Crown coin collection 1 5
Development of Crown properties 862 870

Total Purchase of Assets 863 875

(Figures are GST inclusive where applicable)
The accompanying accounting policies on pages 107 to 111 are an integral
part of these financial statements.

1 Expenses incurred pursuant to sections 60 and 61(1) of the Public Finance Act
1989.

2 Expenses incurred pursuant to section 74(5) of the Public Finance Act 1989.
3 Expenses incurred pursuant to section 5 of the International Finance Agreements

Act 1961.
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Commentary on Variances Over 5%

Vote Finance

Non-Departmental Output Classes

Management of Crown overseas properties
Delays in commissioning two large maintenance projects at New Zealand
House, London have meant that the related management fee payments
will be incurred later than expected. Exchange rate movements were also
more favourable than forecast.

Other Crown Expenses

Compensation payments
The timing of payments is driven by the settlement process, and is
difficult to forecast. Cabinet has approved the carry forward of the
unspent balance.

Crown overseas properties
Two large maintenance projects have been delayed and will now come to
charge in 2001/02. Cabinet has approved the carry forward of the unspent
balance.

Crown residual liabilities
It is not possible to forecast this item with any accuracy. Cabinet has
approved the carry forward of the unspent balance.

Geothermal Trading
Less major maintenance work was carried out than forecast.

Unclaimed money
It is not possible to forecast this item with any accuracy.

Capital Contributions to Other Organisations

International financial institutions
Requests for funding from the IMF were lower than forecast.

Taitokerau Forests
Requests for funding were lower than forecast.

Terralink Ltd
The appropriation allowed for loans up to a maximum of $2.5 million.
Only $1.5 million was required.
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Statement of
Expenditure and
Appropriations (continued)

 for the year ended 30 June 2001

2000/01
Supp.

Actual Estimates
Expenditure - Voted

($000) ($000)

Vote Finance (continued)

Repayment of Debt
Net foreign debt repayment1 473,655 151,000

Total Repayment of Debt 473,655 151,000

Total Non-Departmental Appropriations:
  Vote Finance 3,680,726 3,517,546

CCMAU
Vote Health Service Providers
Capital contributions to other organisations
Capital injections to HHSs 1,812 1,812

Total Non-Departmental Appropriations:
  Vote Health Service Providers 1,812 1,812

Vote Crown Research Institutes
Other Crown expenses
Crown residual liabilities 70 250

Total Non-Departmental Appropriations:
  Vote Crown Research Institutes 70 250

Total Non-Departmental Appropriations
 Administered by the Treasury 3,682,608 3,519,608

(Figures are GST inclusive where applicable)

The accompanying accounting policies on pages 107 to 111 are an integral
part of these financial statements.

1 Expenses incurred pursuant to sections 60 and 61(1) of the Public Finance Act
1989.
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Commentary on Variances Over 5%

Purchase of Assets

Crown coin collection
Fewer new coins were issued by the Reserve Bank than forecast.

Repayment of Debt

Net foreign debt repayment
The variance arises from the NZDMO’s short-term liquidity requirements.

Vote Crown Research Institutes

Other Crown expenses
It is not possible to forecast this item with any certainty.
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Crown Revenue and
Receipts

        for the year ended 30 June 2001

                                                                                               2000/01
Actual Budgeted1

($000) ($000)

Vote Finance
Current Revenue
Capital charge - departments 1,081,248 1,081,216
Contact Energy Ltd Crown margin 24,338 20,300
Dividends
  Crown entities 13,490 28,545
  SOEs 303,875 283,418
  Other dividends 3,214 2,148
EQC guarantee fee 10,000 10,000
Income from Crown trading entities 25,738 28,100
Interest
  Contact Energy 10,979 11,000
  Housing Corporation 2,208 2,000
  Investments 459,804 427,000
  Other 6,349 7,000
Maui Gas Contracts 321,195 347,000
Net surplus from SOEs and Crown entities 379,148 275,370
Rentals from Crown overseas properties 24,041 24,000
Reserve Bank surplus 157,681 157,681
Other current revenue 27,220 23,466
Unclaimed money 331 500

Total Current Revenue 2,850,859 2,728,744

(All figures are GST exclusive)

The accompanying accounting policies on pages 107 to 111 are an integral
part of these financial statements.

1 The budgeted figures are those reported in the Supplementary Estimates.
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Commentary on Variances Over 5%

Vote Finance

Current Revenue

Contact Energy Ltd Crown margin
The margin varies with gas prices, which are driven by weather and demand.

Dividends from Crown entities
The final dividend from the wind-up of  Government Property Services
has been delayed into 2001/02.

Dividends from SOEs
ECNZ and Meridian paid higher dividends than forecast.

Dividends - other
Christchurch Airport paid a dividend earlier than forecast.

Income from Crown trading entities
Crown Forestry Management’s revenue was lower than forecast as the
company transferred its assets to other agencies in advance of its closure.

Interest

Interest from Housing Corporation
The variance arises from movements in interest rates.

Interest from investments
The variance is caused by changes to interest rates, exchange rates and the
total value of investments.

Interest - other
Taitokerau Forests paid less interest than forecast as it borrowed less than
expected.

Maui Gas Contracts
The variance is partly a timing difference and partly the offset of the lower
expenditure on gas purchases (above).

Net surplus from SOEs and Crown entities
The variance is due to higher than forecast surpluses from EQC, Genesis
Power Ltd, Mighty River Power Ltd, Transpower New Zealand Ltd and
TVNZ partly offset by the higher dividends mentioned above.
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Crown Revenue and
Receipts (continued)

for the year ended 30 June 2001

                                                                                                  2000/01
Actual Budgeted1

($000) ($000)

Vote Finance  (continued)
Capital revenue
Capital withdrawals from Crown companies 50,100 55,100
Contact Energy Ltd Crown margin 17,170 17,170
Net domestic borrowing 960,986 680,000
Loan repayments from other parties 1,570 1,571
Return of capital by the IMF 66,000 110,760
Sale of physical assets 1,677 1,375

Total Capital Revenue 1,097,503 865,976

Total Revenue: Vote Finance 3,948,362 3,594,720
Vote Crown Research Institutes

Current revenue
Dividends from CRIs 3,500 -
Net surplus from CRIs 20,000 24,218

Total Revenue: Vote CRIs 23,500 24,218

Total Crown Revenue Managed by the Treasury 3,971,862 3,618,938

(All figures are GST exclusive)

The accompanying accounting policies on pages 107 to 111 are an integral
part of these financial statements.

1 The budgeted figures are those reported in the Supplementary Estimates.
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Commentary on Variances Over 5%
Other current revenue
Unforecast receipts were received from the United Nations for New
Zealand’s peace keeping contribution in East Timor and from Contact
Energy for Alexandra flood damage.

Unclaimed money
It is not possible to forecast this item with any certainty.

Capital Revenue
Capital withdrawals from Crown companies
The final repayment of  capital from At Work Insurance has been delayed.

Net domestic borrowing
The variance arises from the NZDMO’s short-term liquidity requirements.

Return of  capital by the IMF
A withdrawal that had been expected in June did not occur.

Sale of physical assets
Crown Forestry Management sold some of its surplus assets prior to
winding up. The variance is due to the unforecast sale of  these assets.

Vote Crown Research Institutes

Current Revenue

Dividends from CRIs
Landcare paid a dividend that had not been forecast.

Net surplus from CRIs
The reduction is largely the result of  Landcare’s dividend.
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Statement of Trust
Monies

         for the year ended 30 June 2001

As at As at
1/7/00 Contribution Distribution Revenue Expenses 30/6/01
($000) ($000) ($000) ($000) ($000) ($000)

Trustee Act 1956
Trust Account 1,205 173 1 1 - 1,378

The account is established under the Public Finance Act (section 67) for
the purposes of depositing money paid to the Crown under section 77
of  the Trustee Act 1956.

Sources of funds are principally from estates of deceased persons where
the beneficiary(s) cannot be traced. Funds are retained in the trust account
for six years, and are then transferred to the Crown revenue account as
unclaimed money. In 2000/01, $1,000 was paid to claimants.  Interest of
$1,000 was earned from unclaimed money on term deposit.

Details of  funds held in the account are gazetted annually.

The accompanying accounting policies on pages 107 to 111 are an integral
part of these financial statements.
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Statement of
Accounting Policies

1 Reporting Entity
These are the financial statements of  the Treasury, a government
department as defined by section 2 of the Public Finance Act 1989. The
statements have been prepared pursuant to section 35 of that Act.

The activities of  CCMAU have been incorporated into the financial
statements.

In addition, the Treasury has reported the Crown activities and trust
monies which it administers.

2 Measurement System
These financial statements have been prepared on the basis of modified
historical cost.

3 Accounting Policies

Revenue
The Treasury derives revenue through the provision of  outputs to the
Crown, for services to third parties and through interest on its deposits
with the NZDMO. Such revenue is recognised when earned.

Cost allocation
The Department has derived the cost of outputs using a cost allocation
system, which is outlined below.

Definition of terms
“Branch” is a cost centre that directly and indirectly contributes to outputs.

“Direct costs” are costs that can be identified with a single output.
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“Indirect costs” are costs that cannot be identified with an output in an
economically feasible manner. They are incurred for the common benefit
of more than one output.

“Corporate overhead costs” are those costs attributed to support service
cost centres.

Basis for assigning corporate overhead costs to
branches
The basis used to assign corporate overhead costs to branches is
approximate resource usage.

Direct costs
Where possible costs are assigned directly to outputs.

Direct labour costs
A time recording system is used to collect and assign direct labour costs to
outputs.

Basis for allocating indirect costs to outputs
Corporate overhead costs and branch indirect costs are allocated to outputs
on a direct labour cost basis.

Accounts receivable
Accounts receivable are recorded at the amounts expected to be ultimately
collected.

Leases
The Department leases office premises. As all the risks and benefits of
ownership are retained by the lessor, these leases are classified as operating
leases. Operating lease costs are expensed in the period in which they are
incurred.

Fixed assets
Fixed assets are stated at the lower of cost less accumulated depreciation
or net realisable value.
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Depreciation
Depreciation of fixed assets is provided on a straight line basis so as to
allocate the cost of assets to their estimated residual value over their
useful lives. The estimated economic useful lives are:

Furniture and fittings: Safes 15 years
Shelving 10 years
Other 5 years

Office machinery and Electronic white boards 3 years
 electrical equipment: Facsimile machines 3 years

Photocopiers 5 years
Other 5 years

Computer  equipment: UPS/Air conditioning 5 years
Hardware 5 years
Cabling 5 years
System software 3 years
PCs, terminals and printers 3 years

Motor vehicles: 5 years

Leasehold improvements: 8 years

Provision for employee entitlements
Provision is made in respect of  the Department’s liability for annual
leave, long service leave, retirement leave and resigning leave. Annual
leave and resigning leave have been calculated on an actual entitlement
basis at current rates of pay while the other provisions have been calculated
on an actuarial basis based on the present value of expected future
entitlements.

Statement of cash flows
“Cash” means cash balances on hand, held in bank accounts, and deposits
with the NZDMO.

“Operating activities” include cash received from all income sources of
the Department and record the cash payments made for the supply of
goods and services.

“Investing activities” are those activities relating to the acquisition and
disposal of non-current assets.

“Financing activities” comprise capital injections by, or repayment of  capital
to, the Crown.
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Foreign currency
Payments and receipts of foreign currency have been recorded at the actual
rate of exchange at which the payment or receipt took place. Opening and
closing balances recorded in the Statement of Financial Position are
recorded at the rates applicable at balance date unless a forward exchange
rate contract exists for the transaction. No forward cover has been arranged
on any amounts included in the Statement of Financial Position. All
exchange gains and losses, except for those arising from long-term
monetary items, are recorded in the Statement of Financial Performance
for the period, whether realised or not.

Financial instruments
Financial instruments primarily comprise bank balances, receivables and
payables. All financial instruments are recognised in the Statement of
Financial Position. Revenues and expenses in relation to all financial
instruments are recognised in the Statement of Financial Performance.

Goods and services tax
The Statement of Unappropriated Expenditure and the Statements of
Departmental and Non-Departmental Expenditure and Appropriations
are inclusive of  GST. The Statement of  Financial Position is exclusive of
GST except for Accounts Payable, Debtors Crown and Accounts
Receivable, which are GST inclusive. All other statements are GST exclusive.

The amount of GST owing to or from Inland Revenue at balance date,
being the difference between Output GST and Input GST, is included in
the Statement of Financial Position as either a payable or a receivable.

Income tax
Government departments are exempt from the payment of income tax
in terms of  the Income Tax Act 1994. Accordingly, no charge for income
tax has been provided for.

Taxpayers’ funds
This is the Crown’s net investment in the Department.
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Commitments
Commitments disclosed include those operating and capital commitments
arising from non-cancellable contractual obligations. Commitments
relating to employment contracts are not included.

Contingent liabilities
Contingent liabilities are recognised in the Statement of Contingent
Liabilities at the point at which the contingency is evident. Contingent
assets are not disclosed.

4 Changes in Accounting Policies
There have been no changes in accounting policies, including cost allocation
accounting policies, since the date of the last audited financial statements.
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Statement of
Responsibility

The Secretary to the Treasury, in terms of  sections 35 and 37 of  the Public
Finance Act 1989, is responsible for the preparation of  the Department’s
financial statements and the judgements made in the process of producing
these statements.

The Department’s internal control procedures provide reasonable
assurance as to the integrity and reliability of  its financial reporting.

In the opinion of  the Secretary to the Treasury, these financial statements
fairly reflect the financial position and operations of the Department for
the year ended 30 June 2001.

Dr A E Bollard John Matheson
Secretary to the Treasury Chief Financial Officer

24 September 2001 24 September 2001
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Report of the
Audit Office

To the Readers of the Financial
Statements of the Treasury for the
Year Ended 30 June 2001
We have audited the financial statements on pages 33 to 63, and 70 to
111. The financial statements provide information about the past financial
and service performance of  the Treasury and its financial position as at
30 June 2001. This information is stated in accordance with the accounting
policies set out on pages 107 to 111.

Responsibilities of the Secretary
The Public Finance Act 1989 requires the Secretary to prepare financial
statements in accordance with generally accepted accounting practice which
fairly reflect the financial position of  the Treasury as at 30 June 2001, the
results of  its operations and cash flows and the service performance
achievements for the year ended 30 June 2001.

Auditor’s responsibilities
Section 38(1) of the Public Finance Act 1989 requires the Audit Office to
audit the financial statements presented by the Secretary. It is the
responsibility of the Audit Office to express an independent opinion on
the financial statements and report its opinion to you.

The Controller and Auditor-General has appointed Paul D Helm, of
Audit New Zealand, to undertake the audit.

Basis of opinion
An audit includes examining, on a test basis, evidence relevant to the
amounts and disclosures in the financial statements. It also includes
assessing:

• the significant estimates and judgements made by the Secretary in the
preparation of the financial statements

• whether the accounting policies are appropriate to the Treasury’s
circumstances, consistently applied and adequately disclosed.
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We conducted our audit in accordance with generally accepted auditing
standards, including the Auditing Standards issued by the Institute of
Chartered Accountants of  New Zealand. We planned and performed
our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to
give reasonable assurance that the financial statements are free from material
misstatements, whether caused by fraud or error. In forming our opinion,
we also evaluated the overall adequacy of the presentation of information
in the financial statements.

We have performed an assurance-related assignment for the Treasury.
Other than these assignments and in our capacity as auditor acting on
behalf of the Controller and Auditor-General, we have no relationship
with or interests in the Treasury.

Unqualified opinion
We have obtained all the information and explanations we have required.

In our opinion the financial statements of  the Treasury on pages 33 to 63
and 70 to 111:

• comply with generally accepted accounting practice  and

• fairly reflect:

- the financial position as at 30 June 2001
- the results of its operations and cash flows for the year ended on

that date  and
- the service performance achievements in relation to the performance

targets and other measures set out in the forecast financial statements
for the year ended on that date.

Our audit was completed on 24 September 2001 and our unqualified
opinion is expressed as at that date.

Paul D Helm
Audit New Zealand
On behalf of the Controller and Auditor-General
Wellington, New Zealand
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Legislation
                  as at 30 June 2001

Budget Legislation Administered by the
Treasury:

Appropriation Act(s)

Imprest Supply Act(s)

Other Legislation Administered by the
Treasury:

Bank of New Zealand Act 1988

Crown Forest Assets Act 1989

Crown Research Institutes Act 1992

Export Guarantee Act 1964

Finance Acts (Various)

Fiscal Responsibility Act 1994

Hawkes Bay Earthquake Act 1931

Institute of Chartered Accountants of New Zealand Act 1996

International Finance Agreements Act 1961

National Expenditure Adjustment Act 1932

National Provident Fund Restructuring Act 1990

National Savings Act 1940

New Zealand Government Property Corporation Act 1953

New Zealand Railways Corporation Restructuring Act 1990

New Zealand Railways Staff  Welfare Society Dissolution Act 1999

Post Office Bank Act 1987

Public Finance Act 1977

Public Finance Act 1989

Radio New Zealand Act 1995

Radio New Zealand Act (No 2) 1995
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Rural Banking and Finance Corporation of New Zealand Act 1989

Southland Electricity Act 1993

State Insurance Act 1990

State-Owned Enterprises Act 1986

Tourist Hotel Corporation of  New Zealand Act 1989

Treasurer (Statutory References) Act 1997

War Funds Act 1915

Delegated Legislation Administered by the
Treasury:

Bank of New Zealand Order 1989

Crown Research Institutes Act Commencement Order 1998

Electricity Industry Reform Act Commencement Orders (various)

Export Guarantee Amendment Act Commencement Order 1990

Finance Acts Orders (various)

International Finance Agreements Amendment Act Commencement
Order 1978

National Provident Fund (Approval of Amendments to Restructuring
Proposal) Order 1993

National Savings Investment Account Regulations (various)

New Zealand Railways Corporation Restructuring Act Orders (various)

New Zealand Railways Staff  Welfare Society Dissolution Act
Commencement Order 1999

Post Office Bank Amendment Act Orders (various)

Public Finance Act Orders (various)

Radio New Zealand Orders (various)

Southland Electricity Act Commencement Order 1994

State Insurance Act (Vesting) Order 1990

State-Owned Enterprises Orders (various)

Tourist Hotel Corporation of  New Zealand Act Commencement Order
1990

Tower Corporation Act Commencement Order 1990



B.27

THE TREASURY      117

Working Papers
for the year ended 30 June 2001

The Treasury Working Paper series contains work in progress on a variety
of economic and financial issues. The series comprises working papers
written to inform internal policy discussions.

Our aim in publishing is to make papers available to a wider audience,
and to inform and encourage public debate. Treasury working papers are
an electronic publication that can be viewed on our web site:

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

Working papers added during 2000/01 include:

2001

01/14 The Effects of Class Size on the Long-Run Growth in Reading
Abilities and Early Adult Outcomes in the Christchurch Health
and Development Study, by Michael A Boozer and Tim Maloney

01/13 Knowledge, Capabilities and Human Capital Formation in
Economic Growth, by Paul A David with the assistance of John
Gabriel Goddard Lopez

01/12 Crown Financial Asset Management: Objectives and Practice, by
Arthur Grimes

01/11 A Structural VAR Approach to Estimating Budget Balance Targets,
by Robert A Buckle, Kunhong Kim and Julie Tam

01/10 Automatic Fiscal Stabilisers: Implications for New Zealand, by
Julie Tam and Heather Kirkham

01/09 Deprivation in New Zealand: Regional Patterns and Changes, by
David C Maré, Peter Mawson and Jason Timmins

01/08 Regional Labour Market Adjustment and the Movements of
People: A Review, by David C Maré and Wai Kin Choy

01/07 “Go West, Young Man, Go West!”?, by Peter Bushnell and Wai
Kin Choy

01/06 Review of Evidence on Broad Outcome of Public Sector
Management Regime, by Murray Petrie and David Webber
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01/05 Outcomes Focussed Management in New Zealand - A
Background Paper, by Chris Ussher and Andrew Kibblewhite

01/04  Internal Mobility in New Zealand, by Suzi Kerr, Jason Timmins
and William Power

01/03 Human Capital Policies and the Distribution of Income: A
Framework for Analysis and Literature Review, by Daron
Acemoglu

01/02 New Zealand's Current Account Deficit: Analysis based on the
Intertemporal Optimisation Approach, by Kunhong Kim, Viv
Hall and Robert Buckle

01/01 Regulatory Harmonisation - Issues for New Zealand, by Kevin
Guerin

2000

00/26 Conserving Biodiversity - Institutions, Policies and Incentives,
by Carl Binning, CSIRO Wildlife and Ecology

00/25 Encouraging Private Biodiversity - Incentives for Biodiversity
Conservation on Private Land, by Peter Clough, NZIER

00/24 Coughing Up for Bovine Tb Control prepared at NZIER, by
Peter Clough and Chris Nixon, and reviewed by Stephen Gale

00/23 Understanding the Growth in Welfare Benefit Receipt in Britain:
A Review of  the Evidence, by Robert Walker, Marilyn Howard,
Sue Maguire, Rachel Youngs, Centre for Research in Social Policy,
Loughborough University

00/22 Economic Integration, Sovereignty and Identity: New Zealand in
the Global Economy, by Megan Claridge and Sarah Box

00/21 Facts About Economic Integration: How Integrated is New
Zealand with the Rest of  the World?, by Vicki Plater and Megan
Claridge

00/20 A Review of Options for Health and Disability Support
Purchasing in New Zealand, by Nicholas Mays and Kenneth Hand

00/19 New Zealand's Venture Capital Market, by Infometrics Ltd

00/18 Secondary and Tertiary Educational Attainment and Income
Levels for Mäori and Non-Mäori Over Time, by Sholeh A Maani
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