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2006 Budget Package 
 
On 3 April 2006, following reference from the Cabinet Business Committee, Cabinet: 
 
2006 Budget Package 

1 agreed to a 2006 Budget package with the following fiscal impact: 

Summary of Operating Impact 

$ millions, GST exclusive 2005/06 2006/07 2007/08 2008/09 2009/10 and
outyears

Available funding
Budget 2006 allowance 115 2,365 2,415 2,465 2,465

plus unspent Budget 2005 contingencies (51) 110 109 116 124

minus operating/capital swap (307)

Subtotal 64 2,168 2,524 2,581 2,589

Funding for initiatives
Economic Transformation 41 393 474 513 513
Families - Young and Old 97 1,279 1,481 1,505 1,509
National Identity 2 131 127 128 127
Other 5 29 34 27 22

Loss of carbon tax revenue in 2006/071 89

2006/07 contingency2 (6) 376 369 383 388

Subtotal 139 2,298 2,484 2,555 2,560

Underspend/(Overspend) (74) (130) 40 26 30

2 Includes a general contingency ($200m p.a. from 2006/07) plus tagged contingency items.

1 The 2006/07 impact is being charged against Budget 2006; the impact from 2007/08 onwards is to be charged
against Budget 2007
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Summary of Capital Impact 

 

$ millions, GST exclusive 2005/06 2006/07 2007/08 2008/09 2009/10 and
outyears

Available funding
Budget 2006 capital allowance 225 776 544 181 184
plus operating/capital swap 307

Subtotal 225 1,083 544 181 184

Funding for initiatives
Education 139 93 108 77 33
Defence 0 305 0 0 0
Justice 11 124 88 (59) 2
Health 0 30 28 65 23
Transport 1 6 20 2 23
Other (21) 159 77 18 (20)

2006/07 contingency1 20 365 60 35 (9)

Subtotal 150 1,083 382 138 52

Underspend/(Overspend) 75 0 162 43 132
1 Includes a general contingency ($50m in 2006/07 and $25m in 2007/08) plus tagged contingency items.  
 
2 noted that the package is consistent with the Budget priorities signalled and the levels of 

funding stated in the 2006 Budget Policy Statement; 

3 agreed to the detailed initiatives for Budget 2006 outlined in the Annex to this minute; 

4 noted that in addition to the Budget 2006 package in the paper attached to CAB (06) 101: 

4.1 Cabinet has also taken decisions on the following items: Miscellaneous items with 
Fiscal Impacts for Inclusion in the May 2006 Taxation Bill [EDC Min (06) 5/1]; 
Land Transport Funding and Planning [CAB Min (06) 11/23]; and the 2006 
Budget Package: Vote Foreign Affairs and Trade [CAB Min (06) 11/8]; 

4.2 the Cabinet Policy Committee would be considering a paper on funding for Vote 
Tourism initiatives [CAB Min (06) 11/24, POL Min (06) 6/13]; 

5 agreed that the fiscal implications of the items referred to in paragraph 4 be 
communicated as part of Budget 2006; 

6 noted that $307 million of operating funding was transferred to capital funding in 
2006/07; 

7 agreed that the underspend of the Budget 2006 capital allowance in 2005/06 be used to 
partly offset the $74 million overspend on the operating allowance in 2005/06 to 
minimise any additional fiscal stimulus in that year; 

8 agreed that the underspend of the Budget 2006 capital allowance in 2007/08, 2008/09 
and 2009/10 be added to the Budget 2007 capital allowance, taking the capital allowance 
for Budget 2007 to $858 million; 
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9 noted that during bilaterals and the multilateral process around themes, report-backs 
were requested for plans for improving performance information in the following specific 
areas: [information deleted in order to maintain the current constitutional conventions 
protecting the confidentiality of advice tendered by ministers and officials]; 

Between-Budget Funding 

10 noted that contingency funding has been tagged to a number of specific operating and 
capital initiatives, that Ministers will need to submit papers to Cabinet during the course 
of the year in order to appropriate these initiatives, and that decisions on all tagged 
initiatives will be tracked during the course of the year; 

11 agreed that, given the limited general contingencies that exist for unanticipated operating 
and capital requirements during the course of the year, Ministers should only seek 
funding from the general contingency for urgent issues that cannot be deferred to Budget 
2007 (consistent with Cabinet Office Circular CO (02) 17), and will be expected to 
demonstrate they have considered opportunities to fund pressures from reprioritising 
existing baselines; 

12 agreed that no papers should be submitted to Cabinet that have fiscal implications 
between now and 18 May 2006, to ensure that the documentation tabled in the House on 
Budget Day is accurate;  

Future Budgets 

13 agreed to the following operating and capital allowances for future Budgets, being the 
current allowances with the exception of the increase to the capital allowances agreed in 
paragraph 8 above; 

Operating Allowances 2007/08 2008/09 2009/10
Budget 2007 1938 1938 1938
Budget 2008 1977 1977
Budget 2009 2017

Capital Allowances 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 Total
Budget 2007 20 362 193 282 858
Budget 2008 20 200 200 150 570
Budget 2009 20 200 220 200 640

Gross debt impact ($ millions)

Operating balance impact ($ millions)

 

14 noted the following existing precommitments against Budget 2007; 

 

$ millions 2007/08 2008/09 2009/10 and 
outyears

Defence Funding Package 58 58 58
Official Development Assistance 38 38 38
Tertiary Student Component Funding 28.5 57 57
Total 125 153 153  
 



 Budget: Sensitive 
 CAB Min (06)11/6 

118256v1  4 

15 agreed to the following as additional precommitments against Budget 2007; 

 

$ millions 2007/08 2008/09 2009/10 and 
outyears

Carbon Tax 347 344 349
Health 50 65 77
Total 397 409 426  
 
16 agreed that any measures identified to compensate for the loss of carbon tax revenue 

from 2007/08 on would offset the carbon tax precommitment against Budget 2007 
identified in paragraph 15 above; 

17 noted that the pressures against Budget 2007 are likely to remain sizeable, and that 
Ministers should continue to look for opportunities to reprioritise within existing funding 
to enable the government to progress its priorities further in Budget 2007 than the new 
funding available may allow; 

18 agreed that the themes used in the 2006 Budget process will endure through the term, 
and that to maximise its contribution to achieving the government’s objectives, 
Ministerial groups will engage on an ongoing basis during the course of the year; 

Refreshing the long-term fiscal objectives 

19 authorised the Minister of Finance to refresh the government long-term debt objective to 
clarify the path of debt over the next ten years around existing levels; 

20 noted that the Ministers of Finance’s current view of a possible debt objective is 
“Manage total debt at prudent levels.  Gross sovereign-issued debt broadly stable around 
20% of GDP for the next ten years”; 

21 [information deleted in order to maintain the current constitutional conventions 
protecting the confidentiality of advice tendered by ministers and officials] 

22  noted that the Minister of Finance also intends to try to increase the awareness of a 
broader set of short-term fiscal indicators; 

23 noted that the revised long-term debt objective will be finalised in consultation with the 
Prime Minister; 

Communications 

24 noted that all communications relating to the 2006 Budget are co-ordinated by a Budget 
communications committee, and that any requests for early announcement will need to 
have both the written approval of the Minister of Finance and sign-off from the Prime 
Minister’s office; 
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Consultation 

25 noted that the Minister of Finance indicates that consultation is not required with the 
government caucuses or other parties represented in Parliament. 

 
 
 
Secretary of the Cabinet Reference: CAB (06) 101;  CBC Min (06) 5/6 
 
 
Secretary’s note: Separate minutes have also been issued on the 2006 Budget initiatives for each Vote.   
See CAB Min (06) 11/7(1-54) and CAB Min (06) 11/8. 
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