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Budget Ministers’ Multilateral Meeting on Themes 
 

5:45pm Monday 6 March 2006 
Prime Minister’s Office 

 
 
Recommendations 
 
a note that due to the current economic and fiscal environment there is little scope 

to deviate from the Budget 2006 provisions agreed by Cabinet in December; 
 
b note that in order to stay on target for a May 18 Budget, theme packages need to 

be agreed at this meeting or as soon as possible afterwards;  
 
c note that the current levels of funding proposed by Theme Ministers and the 

“Other” package results in the overall Budget 2006 numbers exceeding the 
funding available by $165 million over the forecast period; 

 
Either: 

 
d agree to the Economic Transformation theme package as presented by  

Hon Mallard; or 
 

e discuss possible changes to the package and finalise accordingly. 
 

Either: 
 
f agree to the Families – Young and Old theme package as presented by  

Hon Maharey; or 
 

g discuss possible changes to the package and finalise accordingly. 
 

Either: 
 

h agree to the unbalanced package in the National Identity theme as presented by 
Rt Hon Clark; or 
 

i discuss possible changes to the package and finalise accordingly. 
 

Either: 
 
j agree to the unbalanced package in Other; or 

 
k discuss possible changes to the package and finalise accordingly;  
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l agree that if Budget Ministers cannot finalise theme packages today, 

 
 Either: 
 

• Budget Ministers delegate authority to me to agree to final themes when 
the lead theme Minister reports back to me on a final package by 
Wednesday 8 March; or 
 

• Budget Ministers delegate authority to me in consultation with the Prime 
Minister to agree to final themes when the lead theme Minister reports back 
on a final package by Wednesday 8 March. 

 
 
Purpose of Report 
 
1. The purpose of this paper is to summarise what the proposed packages will 

mean for our total Budget, and to highlight some issues within and between 
themes that we may wish to consider.  This will help to facilitate agreement by 
Budget Ministers on final packages for each theme and “Other”. 

 
 
Budget 2006 in the current economic context 
 
2. In December Cabinet agreed to commit $2.4 billion per annum in operating 

spending and $1.7 billion of capital spending in Budget 2006, excluding Student 
Loans.  Taking into account the interest free Student Loan policy, the total 
amount of capital spending in Budget 2006 is $2.1 billion.  Budget Ministers 
reconfirmed these provisions in February. 

 
3. As you are aware, the current macroeconomic environment is dominated by 

imbalances:  key sectors are overstretched (e.g. construction); inflation is above 
the upper band of the Reserve Bank's target range; and the current account 
deficit is sizeable.   

 
4. The 2006 Budget provisions walk a careful line between increasing spending and 

taking account of the current pressures and imbalances.  Treasury is of the view 
that inflationary pressures and other imbalances in the economy are likely to take 
some time to unwind, even as the economy slows.  2006/07 will remain a key 
pressure point of interest to the Reserve Bank.  The macroeconomic reasons to 
stay committed to our 2006 Budget provisions therefore remain strong.  

 
5. A breach of the Budget provisions may exacerbate pressures in the economy and 

could intensify an economic slowdown, through increasing the risk of further 
increases in interest rates spilling over into a higher exchange rate. 

 
 
Budget 2006 timetable 
 
6. Cabinet has agreed to a Budget day of 18 May.  There are a number of key steps 

we need to go through in order to meet this date, including gaining Cabinet 
agreement in early April.  Several Budget production stages then have to follow 
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each other in sequence, so there is very limited scope for squeezing the 
production process.   

 
7. In order to stay on track for an 18 May Budget, decisions will need to be made on 

final Theme packages in this meeting or very soon afterwards. 
 
8. If Budget Ministers cannot agree to final theme packages today, I recommend 

that either: 
  

Budget Ministers delegate authority to me to agree to final themes when the lead 
theme Minister reports back to me on a final package by Wednesday 8 March; 

 
or 

 
Budget Ministers delegate authority to me in consultation with the Prime Minister 
to agree to final themes when the lead theme Minister reports back on a final 
package by Wednesday 8 March. 

 
 
Stock-take of Budget Numbers 
 
9. The following table reflects decisions made to date, the theme packages 

proposed, and Treasury recommendations for the five bilaterals to be held in the 
coming week.  These figures added to existing precommitments suggests Budget 
2006 will total around $2.6 billion in outyears, the same as the total funding 
available being the Budget allowance agreed by Cabinet in December and those 
unspent Budget 2005 contingencies that were rolled into Budget 2006.  

 
 
Treasury recommended funding 2005/06 

($m)
2006/07 

($m)
2007/08 

($m)
2008/09 

($m)
2009/10 

($m)

Carbon tax compensating measures 0                 (89)              (347)            (344)            (349)            
Operating/capital swap 350             

Total 147             2,530          2,467          2,560          2,562          

Available* 68               2,475          2,524          2,581          2,589          
Difference from target Under/(Overspe (80)              (55)              57               21               28               

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

 
Note that these figures do not include any decisions that may be taken on taxation of offshore 
investment income.   
 
 
10. The proposed operating Budget exceeds the funding available by $165 million 

over the forecast period, with the overspend occurring almost entirely in 2005/06 
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and 2006/07, the years when additional fiscal stimulus to the economy is likely to 
be of most concern to the Reserve Bank. 

 
11. Based on the Half Year Update forecasts, the government will be adding stimulus 

to the economy in 2005/06 and each of the following three years.  We have been 
concerned not to add to this fiscal stimulus, particularly in the short term, to avoid 
exacerbating the economic imbalances present in the economy. 

 
12. Aggregating operating and capital spending to look at the net fiscal impact of 

Budget 2006, the spending proposed adds marginally to the planned fiscal 
stimulus in 2006/07.  Given the size of the additional stimulus is at the margin 
and the economy now seems to be slowing more than had been forecast, I am 
less concerned that we should endeavour to manage back the 2006/07 
overspend (although Treasury has proposed some options in this paper should 
we wish to do so).  But I recognise that a larger proportion of our capital spending 
in 2006/07 will be spent domestically than we had previously envisaged (around 
$150 million more), which also adds to the fiscal stimulus.  This does suggest 
ongoing efforts not to add further to our spending plans in 2006/07.   

 
13. The figures presented above assume that the cost of the removal of carbon tax 

counts against Budget 2006; and that compensatory measures will be found to 
offset those costs.   If compensatory measures are not found, then the allowance 
for Budget 2006 would be exceeded by $349 million in 2009/10.  

 
14. [information deleted in order to maintain the current constitutional conventions 

protecting the confidentiality of advice tendered by ministers and officials]  As 
compensatory measures are still being developed, I propose that Budget 2006 
should include only the 2006/07 impact of the removal of the carbon tax.  Future 
years’ impacts could be charged against Budget 2007, as shown in the table 
below. 

 
Impact of Carbon tax 
removal

2006/07 
($m)

2007/08 
($m)

2008/09 
($m)

2009/10 and 
outyears ($m)

Budget 2006 89 - - -
Budget 2007 - 347 344 349  
 
15. This would mean that the funding available for Budgets 2007 would be 

approximately $1.6 billion in year one, rising to $1.9 billion from year two.   Any 
compensatory measures developed in advance of future Budgets would offset 
this precommitment. 

 
16. The impact on Budget 2006 would be to increase the overspend in 2006/07 by 

$89 million, increasing the overspend in Budget 2006 to $254 million over the 
forecast period. 

 
17. On the Capital side, the $350 million swap from operating to capital in 2006/07 

has been almost completely utilised on capital spending in 2006/07.  However, 
there is a significant underspend over the forecast period, including a $160 
million underspend in 2007/08.  Treasury recommends that this underspend is 
retained and added to the Budget 2007 allowance which is currently $520 million 
across four years compared with $2.1 billion in Budget 2006.  Known Capital 
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pressures for Budget 2007 would already more than spend the $520 million 
provision. 

 
Capital funding 2005/06 

($m)
2006/07 

($m)
2007/08 

($m)
2008/09 

($m)
2009/10 

($m)

Budget 2006 capital allowance 225             776             544             181             184             

Pre-commitments and Cabinet decisions 147             180             151             8                 39               
Between-Budget contingency 50               25               

Capital decisions in Budget 2006 7                 935             204             159             42               

Operating-capital swap (350)            

Difference from target Under/(Overspend) 71               (39)              164             14               103              
 
 
Treasury Analysis of Theme Packages 
 
18. Theme Ministers, including myself for “Other”, have submitted papers outlining 

their proposed theme packages for consideration at this meeting.  These four 
papers are attached. I appreciate the hard work that has been undertaken to 
scale the bids within each theme down to current levels, particularly within such a 
short period of time.   

 
19. To facilitate cross-theme discussions, I have asked Treasury to prepare some 

independent advice on each package, including my own.  The purpose of this is 
to identify some of the discretionary choices and trade-offs that have been made 
in the individual packages so that we can make comparisons across themes and 
be aware of any issues.   
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Economic Transformation 
 
  $million  

Operating (GST excl) 2005/06 2006/07 2007/08 2008/09 
2009/10 

& 
Outyears 

Available Funding - 60 80 65 65 
Funding Proposed 2 78 71 60 53 
Surplus/(deficit) (2) (18) 9 5 12 

 
20. The package proposed by Economic Transformation Ministers balances over the 

five year period, but is overspent in 2006/07 by $18 million.    
 
21. Given the overall pressure in the 2006/07 year, I have asked Treasury to identify 

possible changes that could be made to the Economic Transformation package if 
Budget Ministers consider it necessary to reduce the impact of spending in that 
year.  

 
22. Treasury has identified the following changes that could reduce the amount 

oversubscribed in 2006/07 by up to $15 million: 
 

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

   
• Delay by one year implementation of the following initiatives: pilot home 

energy rating system; [information deleted in order to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered 
by ministers and officials]; expansion of youth transition services; 
biosecurity measures. 

 
23. Treasury considers that the profile of spending is not the key issue within this 

theme and recommends that Budget Ministers focus their discussion on the 
content.  In particular, Treasury has identified two initiatives not funded within the 
proposed package that it considers a higher priority than some elements within 
the package: 

 
• [information deleted in order to maintain the current constitutional conventions 

protecting the confidentiality of advice tendered by ministers and officials] 
 

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

 
24. Both are relatively large initiatives and if Ministers wish to fund them this would 

require excluding a number of smaller initiatives from the proposed package, 
funding some of these within baselines, and scaling initiatives such as those 
listed in the table below.    

 
Vote Initiative Potential action 
Agriculture and Forestry Organics Advisory Services defer 
Climate Change and Energy 
Efficiency 

Home Energy Rating Scheme defer 
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Communications Telecommunications enforcement funding 
(Commerce Commission) 

meet within baselines 

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

Fisheries IUU Fishing meet within baselines 
Social Development Expansion of Youth Transitions Services scale 
Customs Maintain Current Level of Crown Contribution 

Towards Costs of Export Goods Clearance 
defer 

Transport Auckland Road Pricing: Scheme Refinement 
and Consultation 

defer 

 
Treasury’s full analysis and more detail on all of these initiatives is included in 
annex 1 to this paper. 
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Families – Young and Old 
 
  $million  

Operating (GST excl) 2005/06 2006/07 2007/08 2008/09 
2009/10 

& 
Outyears 

Available Funding 3 240 385 420 420 
Funding Proposed 17 278 373 381 393 
Surplus/(deficit) (14) (38) 12 39 27 

 
25. This package broadly balances over the forecast period, but is overspent in 

2005/06 by $14 million and in 2006/07 by $38 million.   
 
26. Given the overall pressure in the 2006/07 year of Budget 2006, I have asked 

Treasury to identify possible changes that could be made to the Families 
package if Budget Ministers consider it necessary to reduce the impact of 
spending in the economy in that year.    

 
27. Treasury’s advice is based on the deferral of two initiatives: 

 
• [information deleted in order to maintain the current constitutional conventions 

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

protecting the confidentiality of advice tendered by ministers and officials] 
 
 Possible changes to these initiatives, including trade-offs involved in any deferral 

are described in more detail in annex 2 to this paper. 
 
28. Overall, Treasury considers that the Families package is the result of a 

considerable prioritisation effort, and advises against opening up the package for 
further re-litigation at this point.   I have however, asked Treasury to identify five 
lower priority initiatives within the Families theme to enable Budget Ministers to 
compare relative priorities across theme packages.  These are shown in the table 
below. 

 
Vote Initiative 

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

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

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

 
Education Enhanced provision for education for sustainability 

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

 
 
 
29. I understand that Families theme Ministers have expressed concern that 

accounting policy changes requiring property revaluations are outside their 
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control and should be met centrally (i.e. outside the Families package).  I would 
like to point out that there has been no change in accounting policy in relation to 
property revaluations.  Revaluations are required under current GAAP accounting 
standards (every five years), and will continue to be required under International 
Financial Reporting Standards when they take effect. 

 
30. Depreciation costs are linked to revaluation, with the aim to spreading the costs 

of an asset over its lifespan.  In this sense, depreciation is a real expense, which 
supports departmental capability (in the same way as funding wages, for 
example).  

 
31. As a general principle, departments should be encouraged to fund the associated 

depreciation from baselines, or may seek new funding where this is not possible.   
 
32. Treasury advise that where depreciation funding cannot be met from within the 

theme allocation, it should be met from within departmental baselines. 
 
33. Some departments are seeking further new funding for maintenance costs – on 

the basis that such costs increase with a higher valuation.  Treasury’s view is that 
this is not the case, and that routine maintenance costs should be met from within 
baselines. 
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National Identity 
 
 
  $million  

Operating (GST excl) 2005/06 2006/07 2007/08 2008/09 
2009/10 

& 
Outyears 

Available Funding (1) 37 17 17 17 
Funding Proposed 0 39 21 23 22 
Surplus/(deficit) (1) (2) (4) (6) (5) 

 
34. The package as developed by Ministers currently remains unbalanced, being 

over the allocated funding by around $18 million across the forecast period.   
 
35. Treasury has recommended the package could be balanced by excluding some 

of the initiatives they have identified as being of lower value, and including some 
other initiatives either not in the package, or in the package but at lower values 
than the Treasury would recommend.  Treasury’s recommended package is 
included in annex 3 to this paper. 

 
36. To assist in moving towards a balanced package, and to facilitate discussions by 

Budget Ministers about the relative priorities between themes, Treasury has 
identified the following initiatives as being of lower value within the National 
Identity theme: 

   
Vote Initiative 

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

Arts, Culture and Heritage Radio New Zealand – Implement a Remuneration Strategy and 
Complete Recent Initiatives 

Arts, Culture and Heritage Technology costs of Te Ara, the online Encyclopaedia of New Zealand 
Fisheries To fund the implementation of the Government’s agreed marine 

protection area strategy 
Pacific Island Affairs Pacific Language Promotion and Preservation Programme 

 
More details on these initiatives and on Treasury’s recommended balanced 
package are included in annex 3.  
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Other 
 
 
  $million - increase/(decrease) 

Operating (GST excl) 2005/06 2006/07 2007/08 2008/09 
2009/10 

& 
Outyears 

Funding Available (2) 75 80 90 115 
Bilaterals to date 4 113 113 125 140 
Treasury recommended 
funding for bilaterals yet to be 
held 

(2) 1 3 2 2 

Surplus/(Deficit) (4) (39) (36) (38) (27) 
 
37. This package is currently oversubscribed by $144 million across the forecast 

period, and $39 million in 2006/07.  The key differences between the numbers 
agreed in bilaterals and Treasury’s recommendations are in Revenue, Foreign 
Affairs and Trade, and Security Votes.  

 
38. Treasury’s initial advice on “Other” produces a balanced package.  This advice is 

included in annex 4 to this paper.  
 
39. The following initiatives have been identified by Treasury as marginal to enable 

Ministers to consider relative priorities across packages. 
 

Lowest priority initiatives funded in 
this package 

Comment 

Vote ACC 

Specified Treatment Provider Costs 

Operating Cost ($m) 
2005/06 2006/07 2007/08 2008/09 2009/10 

- 2.000 3.600 3.600 3.700 

An increase in the subsidy for claimants visiting 
specified treatment providers.  This initiative is 
discretionary, and further increases the gap in 
co-payments between GPs and other treatment 
providers. 

Vote Prime Minister and Cabinet 

Capability for Implementation  

Operating Cost ($m) 
2005/06 2006/07 2007/08 2008/09 2009/10 

- 0.450 0.450 0.450 0.450 

The establishment of an Implementation unit in 
DPMC provides the opportunity to 
achieve improvements in cross-government 
performance by creating the capability to track 
the implementation of government 
programmes. 

Vote Parliamentary Services 

Disaster Recovery Phase 2 

Operating Cost ($m) 
2005/06 2006/07 2007/08 2008/09 2009/10 

- 0.425 0.425 0.425 0.425 

Parliamentary Services received funding for the 
critical components of the Disaster Recovery 
project in Budget 2005, as such this initiative 
could be deferred to Budget 2007. 

Office of the Clerk 

Register of Members Interests 

Operating Cost ($m) 
2005/06 2006/07 2007/08 2008/09 2009/10 

- 0.085 0.085 0.085 0.085 

The Register of Members Interests is required, 
however as the cost is only $0.085 million, it 
could be absorbed in baselines. 
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Lowest priority initiatives funded in 
this package 

Comment 

Local Government 

Chatham Islands Council Waste Management 
System  

Operating Cost ($m) 
2005/06 2006/07 2007/08 2008/09 2009/10 

0.101 0.558 0.403 1.451 0.319 

Assistance for the Chatham Islands Council 
waste management system is required, 
however the initiative could be deferred to 
Budget 2007. 

Vote Ministerial Services 

Support Services to Members of the Executive and 
Ministerial Travel Capacity 

Operating Cost ($m) 
2005/06 2006/07 2007/08 2008/09 2009/10 

0.100 2.107 2.107 2.107 2.107 

The increase in the Executive has flow ons to 
staffing and total travel expenses.  In the 
absence of changes to current resourcing, 
some additional funding is required.   

Vote ACC 

Counselling for families of children with sensitive 
claims 

Operating Cost ($m) 
2005/06 2006/07 2007/08 2008/09 2009/10 

- 0.536 0.536 - - 

This funding will enable ACC to run a pilot that 
investigates the rehabilitative benefits of 
providing counselling sessions to the parents of 
a child with a sensitive claim (sexual abuse). 

Vote Local Government 

Local Government Elections Project 

Operating Cost ($m) 
2005/06 2006/07 2007/08 2008/09 2009/10 

- 0.065 0.615 - - 

The project includes an awareness campaign 
and STV calculator, to encourage greater 
participation in Local Government elections. 

 
Highest priority initiatives not funded 
in this package 

Comment 

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

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

 
[information deleted in order to maintain the current constitutional conventions 
protecting the confidentiality of advice tendered by ministers and officials] 
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Pressures for Budget 2007 
 
 
40. We are all aware of the pressures on Budget 2006 provisions, having been 

through prioritisation processes within our own Theme packages.  Budget 2007 is 
likely to be tighter still, with an operating provision of $1.9 billion.   

 
41. Within your themes you were asked to note items that Budget Ministers may wish 

to be aware of in their consideration of Budget 2007.  I would like to stress that 
this was for information purposes only, as from a fiscal management perspective 
committing future Budgets is not recommended as it limits our flexibility later.   

 
42. As you will see from the table below, Budget 2007 already has some existing pre-

commitments against it, and when we take into account pressures from items not 
funded in Budget 2006 it becomes more apparent that deferring items to Budget 
2007 is not a valid solution to our current problems. 

 
43. Therefore I propose that we find other ways to signal the importance of items that 

did not make it into our final packages, rather than limiting the flexibility for future 
Budgets. 

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

 
41. Please note that the above table is intended to present the possible pressures 

that may be faced in Budget 2007.  While there are some items that are firm 
precommitments, the majority are indicative figures only and policy choices still 
exist.   

 
42. Budget Ministers may wish to send an early signal to colleagues that reprioritising 

existing expenditure is likely to be a key feature of Budget 2007. 
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Annex 1:  Treasury Advice on Economic Transformation Theme 
 
 
Treasury has identified two initiatives not funded within the proposed package that it 
considers a higher priority than some elements within the package.  These are 
explained in detail below. 
 

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

 

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

 
 
Reprioritising to fund the above Initiatives 
 
Both of the above are relatively large initiatives and if Ministers wish to fund them this 
would require excluding a number of smaller initiatives from the proposed package, 
funding some of these within baselines, and scaling initiatives such as those listed in 
the table below.   
 

Vote Initiative Description Treasury comments 

Agriculture and 
Forestry 

Organics Advisory 
Services 

This will deliver improved 
access to organic advice 
for farmers and improve 
the capability of organic 
advisors. 

Defer:  It is low priority and 
discretionary. There are no 
clear economic benefits from 
funding this bid. 

Climate Change 
and Energy 
Efficiency 

Home Energy Rating 
Scheme 

Funding to pilot a voluntary 
programme to rate homes 
on the basis of their energy 
efficiency. 

Defer:  This pilot project for 
energy efficiency could be 
deferred and considered 
alongside other potential 
measures. 

Communications 

Telecommunications 
enforcement funding 
(Commerce 
Commission) 

Funding to increase 
litigation in order to enforce 
telecommunications 
regulation.  

Meet within existing 
baselines for enforcement of 
general market behaviour.  
Significant capability funding 
received in 2005 Budget. 
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[information deleted in order to maintain the current constitutional conventions protecting 
the confidentiality of advice tendered by ministers and officials] 

Fisheries IUU Fishing 

Funds a joint international 
approach to preventing 
illegal fishing.  Would 
provide data sharing, 
training and technical 
assistance to national 
fisheries enforcement.  

Meet within baselines. 

Social 
Development 

Expansion of Youth 
Transitions Services 

Expands existing support 
services for at risk youths 
in the transition from 
compulsory schooling to 
the workforce or training.  

Scale:  Could be reduced in 
scale in out years by $2.5 
million per annum).  Funding 
for any increase could be 
assessed in 2007 against 
other priorities. 

Customs 

Maintain Current 
Level of Crown 
Contribution Towards 
Costs of Export 
Goods Clearance 

Maintains existing level of 
cost recovery for border 
security. 

Defer:  Treasury does not 
support continued funding by 
the Crown as the benefit of 
the service accrues primarily 
to the exporter. Note that the 
required increase in levy 
would represent less than 
0.01% of the annual value of 
exports. 

Transport 

Auckland Road 
Pricing: Scheme 
Refinement and 
Consultation 

Fund the development and 
consultation on a system 
for charging for existing 
road in Auckland.   

Defer:  Potentially an 
effective proposal – requires 
greater clarity on the 
relationship between regional 
and central government 
roles. 

 
 
Options for changing the profile of the Economic Transformation Package to 
reduce expenditure in 2006/07 

The package proposed by Economic Transformation Ministers balances over the five 
year period, with an overspend in 2006/07 of around $18 million.   Given the overall 
pressure in 2006/07, Treasury has identified some options for Budget Ministers to 
consider for managing back spending in 2006/07 within the Economic Transformation 
theme if they wish.   
 

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

 
In total, Treasury estimates that this would reduce the amount oversubscribed in 
2006/07 by up to $15 million.  
 
 
[information deleted in order to maintain the current constitutional conventions 
protecting the confidentiality of advice tendered by ministers and officials] 
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Annex 2:  Treasury Advice on Families – Young and Old Theme 
 
 
Possible options for managing pressure in 2006/07 
 
The terms of reference letter to Theme Ministers asked that Ministers keep  within the 
allocated funding for the first and last years of the forecast period. 
 
The Families Theme package has a profile which is higher in 2006/07 (by around  
$38 million), with offsetting underspends in subsequent years. 
 
As with the other Theme packages, getting to the point where the packages balance 
across the forecast period has required some difficult trade-offs, but has been achieved 
by consensus.  Budget Ministers will need to consider the benefits of forcing each 
package to balance in every year against the costs in terms of managing similar 
processes in the future. 
 
However, should Budget Ministers wish to reduce pressure in 2006/07, Treasury 
advises that some initiatives could be deferred: 
 
[information deleted in order to maintain the current constitutional conventions 
protecting the confidentiality of advice tendered by ministers and officials] 
  
[information deleted in order to maintain the current constitutional conventions 
protecting the confidentiality of advice tendered by ministers and officials]  
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Annex 3:  Treasury Advice on National Identity Theme 
 
 
This annex provides Treasury’s advice on key issues and risks for consideration 
regarding the National Identity package developed by the Prime Minister and National 
Identity Theme Ministers.  
 
The package as developed by Ministers currently remains unbalanced, being over the 
allocated funding by $18.263 million. 
 
The advice included in this annex: 
 

• Proposes a Treasury-recommended balanced package, and sets out how 
our package differs from that developed by Ministers. 

• Explains the possibility of changing the profile of the available funding path, 
thereby creating potential for phasing of some initiatives; and 

• Identifies initiatives that are currently within the package but which Treasury 
considers to be “marginal”. 

 
 
Treasury recommended package 
 
Treasury has prepared a balanced package, by excluding some of the initiatives we 
have identified as being of lower value, and including some other initiatives either not in 
Ministers’ package, or in the package but at lower values than Treasury would 
recommend.   
 
 
Funding profile 
 
Treasury has considered whether it is possible to transfer some of the available funding 
from 2006/07 to outyears to lower the fiscal impulse in 2006/07, and avoid creating a 
rising profile in the final year. Budget Ministers may therefore be prepared to consider a 
proposal which shifts funding from 2006/07 to 2007/08 and 2008/09 but not to 2009/10.  
The Treasury-proposed balanced package alters the funding profile along these lines, 
and is set out in Table 3 of this annex. 
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Table 1: Five Initiatives that might represent the lowest priorities which are currently within the package 
 

 Total funding allocated  ($ million) Comment 
 Vote Initiative 2005/06 2006/07 2007/08 2008/09 2009/10   
[information deleted in order to maintain the current constitutional conventions protecting the confidentiality of advice tendered by ministers and officials] 
Arts, Culture 
and Heritage 

Radio New Zealand – 
Implement a Remuneration 
Strategy and Complete 
Recent Initiatives 

 
0.000 

 
0.610 

 
0.610 

 
0.610 

 
0.610 

RNZ has received funding increases in the last two budgets, 
providing scope to manage remuneration pressures.  Further, 
remuneration 3.6% below the targeted public service median 
does not represent a compelling case. 

Arts, Culture 
and Heritage 

Technology costs of Te Ara, 
the online Encyclopaedia of 
New Zealand 

 
0.000 

 
0.200 

 
0.200 

 
0.200 

 
0.200 

This initiative has merit, but could be deferred with limited risk. 

Fisheries To fund the implementation 
of the Government’s agreed 
marine protection area 
strategy 

 
0.000 

 
0.500 

 
0.500 

 
0.500 

 
0.500 

While this initiative has merit, it could be funded from existing 
biodiversity expenditure if it is of high enough priority. 
 

Pacific Island 
Affairs 

Pacific Language Promotion 
and Preservation 
Programme 

 
0.000 

 
0.185 

 
0.111 

 
0.111 

 
0.000 

This appears of lower priority than some of the other initiatives 
that have been declined. 

Total 0.000 2.995 1.421 1.421 1.310  
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Table 2: Five High value initiatives not currently within the package 
 

 Difference between funding currently allocated and 
Treasury recommended funding  ($ million) 

Comment 

 Vote Initiative 2005/06 2006/07 2007/08 2008/09 2009/10   
[information deleted in order to maintain the current constitutional conventions protecting the confidentiality of advice tendered by ministers and officials] 
[information deleted in order to maintain the current constitutional conventions protecting the confidentiality of advice tendered by ministers and officials] 
[information deleted in order to maintain the current constitutional conventions protecting the confidentiality of advice tendered by ministers and officials] 
Immigration Immediate Investment in 

Border Security 
 

0.000 
 

2.801 
 

2.946 
 

3.183 
 

3.408 
Investment in a computer system for Immigration is high 
value and would allow Immigration to make higher 
quality decisions on visa and permit applications.  
Hon. David Cunliffe has indicated that this is high priority 
for him.  
This initiative is scalable. 

Veterans 
Affairs - 
Defence 

Funding for ANZAC Day at 
Gallipoli 

 
0.637 

 
0.674 

 
0.746 

 
0.820 

 
0.820 

Funding for New Zealand's share of the cost of 
commemorations at Anzac Cove and Chunuk Bair.  The 
scale of commemorations is growing with time, 
generating higher costs, which (in the case of Anzac 
Cove) are shared with Australia. 
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Table 3: Treasury-proposed package – shaded sections highlight proposed 
changes 
 
Vote Title 2005/06 

($m) 
2006/07 

($m) 
2007/08 

($m) 
2008/09 

($m) 
2009/10 

($m) 
Treasury change 

Arts, Culture 
and Heritage 

Baseline increase 
for the Royal New 
Zealand Ballet to 
maintain capability 

0.000 0.250 0.250 0.250 0.250  

Arts, Culture 
and Heritage 

Baseline increase 
for Creative New 
Zealand to be 
applied to key arts 
organisations 

0.000 2.500 2.500 2.500 2.500  

Arts, Culture 
and Heritage 

Kerikeri Bypass 
Additional Funding 

0.000 2.457 0.000 0.000 0.000  

Arts, Culture 
and Heritage 

TVNZ Transmission 
to the Pacific 

0.000 0.590 0.607 0.607 0.607  

Arts, Culture 
and Heritage 

National Pacific 
Radio Network 
Capability Funding 

0.000 0.390 0.000 0.000 0.000  

Arts, Culture 
and Heritage 

Technology costs of 
Te Ara, the online 
Encyclopaedia of 
New Zealand 

0.000 0.000 0.000 0.000 0.000 Removed - has 
merit but limited 
risk of not funding 

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

Radio New Zealand 
- Implement a 
Remuneration 
Strategy and 
Complete Recent 
Initiatives 

0.000 0.000 0.000 0.000 0.000 Removed - scope 
to manage within 
baselines, given 
funding increases 
in the last two 
budgets 

Arts, Culture 
and Heritage 

NZ On Air - Support 
for New Zealand 
television 
programming and 
new initiatives 

0.000 1.000 1.000 1.000 1.000 Scaled down from 
Ministers' 
package - highly 
scalable, and has 
had funding 
increases in the 
last two budgets 

Conservation World Heritage 
Committee - NZ 
Hosting meeting 

0.288 3.757 0.280 0.000 0.000 Scaled up to fully 
fund - this will 
help enable DoC 
to fund the 
Natural Heritage 
Management 
System initiative 
from within 
baselines 

[information deleted in order to enable the Crown to negotiate without disadvantage or prejudice] 
Conservation Old Government 

Building Repaint 
0.000 0.840 0.000 0.000 0.000  

Courts Meeting The Treaty 
Claim Filing And 
Treaty Settlement 
Deadlines in the 
Waitangi Tribunal 

0.000 0.500 0.500 0.500 0.500  
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Customs Ensuring People 
Capability at All 
Levels 

0.000 1.200 1.200 1.200 1.200 Scaled up - to 
minimise the risk 
of service delivery 
failure 

Customs Customs Wellington 
Head Office 
Relocation and 
Modernisation 

0.000 0.000 1.145 2.108 2.108  

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

Zealand's Legacy of 
Contaminated Land 

0.000 1.264 2.000 1.500 0.000 Scaled up and re-
phased - funding 
provided in 
Ministers' 
package is not 
sufficient to fully 
fund Tui mine. 

Fisheries Improved 
information on 
effects of bottom 
trawling and 
ecosystem effects of 
fishing 

0.000 0.000 0.000 0.000 0.000 Removed - while 
this has merit it 
could be deferred 
with limited risk 

Fisheries To fund the 
implementation of 
the Government's 
agreed marine 
protection area 
strategy 

0.000 0.000 0.000 0.000 0.000 Removed - this 
could possibly be 
funded from within 
existing overall 
biodiversity 
funding 

Immigration Immediate 
Investment in 
Border Security 

0.000 4.000 4.000 4.000 4.000  

Internal Affairs Citizenship by Birth 0.250 0.000 0.000 0.000 0.000 Removed - 
Internal Affairs 
has received 
sufficient funding 
in the Families 
theme to 
undertake this 
initiative 

Internal Affairs Evidence of Identity 
- Custodianship of 
Standard 

0.000 0.000 0.000 0.000 0.000 While 
having merit, little 
risk of service 
failure if not 
progressed  

Internal Affairs Development of 
Evidence of Identity 
Technical 
Infrastructure 

0.000 0.000 0.000 0.000 0.000 While 
having merit, little 
risk of service 
failure if not 
progressed  

National 
Archives 

Infrastructure 
Business Case 

0.000 0.129 0.129 0.129 0.129  

National 
Library 

National Library 
Building 
Redevelopment 

0.000 0.300 0.000 0.000 0.450  

Pacific Island 
Affairs 

Pacific Language 
Promotion and 

0.000 0.000 0.000 0.000 0.000 Removed - while 
this has merit it 
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Preservation 
Programme 

could be deferred 
with limited risk 

Sport and 
Recreation 

Baseline increase 
for the New Zealand 
Sport Drug Agency 
to increase capacity 

0.000 0.182 0.250 0.252 0.228  

Treaty 
Negotiations 

National Office 
Accommodation – 
Ministry of Justice 

0.000 0.000 0.311 1.060 1.060  

Treaty 
Negotiations 

Increased OTS 
Negotiations 
Capacity – meeting 
the 2020 settlement 
target. 

0.000 1.172 1.334 1.334 1.334  

Veteran Affairs 
- Defence 

Funding for ANZAC 
Day at Gallipoli 

0.637 0.674 0.746 0.820 0.897 The scale of 
commemorations 
is growing with 
time, generating 
higher costs 
(which are shared 
with Australia) 

Total  1.175 34.599 16.749 17.795 16.798  
        

Available funding -0.900 37.489 16.889 16.889 16.889  
        

Surplus/(deficit) (2.075) 2.890 0.140 (0.906) 0.091  
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Annex 4:  Treasury Advice on “Other” Package 
 
 
The Minister of Finance has proposed the following package for “Other”: 
 
"Other" 2005/06 

($m)
2006/07 

($m)
2007/08 

($m)
2008/09 

($m)
2009/10 

($m)
Total funding for “Other” 0 75 80 90 115
Precommitments 2 0 0 0 0
Funding Available (2) 75 80 90 115
Bilaterals to date 4 113 113 125 140
Tsy recommended for remainder (2) 1 3 2 2
Surplus/(Deficit) (4) (39) (36) (38) (27)  
 
Treasury has developed an alternative option, should Budget Ministers wish to manage 
back “Other”.  It has a small overspend in 2006/07 of $7 million, and an ongoing 
underspend of $12 million. 
 
"Other" 

2005/06 
($m)

2006/07 
($m)

2007/08 
($m)

2008/09 
($m)

2009/10 
($m)

Funding Available (1) 75 80 90 115

Treasury recommended* (1) 82 79 91 103

Surplus/(Deficit) 0 (7) 1 (1) 12 
*does not include Offices of Parliament  
 
The major differences between this package and the one presented by the Minister of 
Finance are in Votes Revenue, Foreign Affairs, ACC and the Security Votes.    These 
are outlined below.   
 
Treasury’s alternative package still presents an overspend in 2006/07 (the Minister’s 
package is overspent by $39 million).  In order to manage back the $7 million 
overspend in the Treasury option in 2006/07, Budget Ministers could consider deferring 
implementation of the changes to racing taxation ($36 million per annum) by 6 months. 
 
Vote Revenue 

The Minister of Finance has indicated a preference for a minimal impact on tax 
revenues, so any reduction from the package agreed by Treasury and Inland Revenue 
would have to be balanced against reductions in performance standards, and tax 
revenue and cash collections.   
 
Treasury considers that there is further scope to decrease the funding agreed for 
Inland Revenue with negligible effect on tax revenues, including: 
 

• Manifesto initiatives – removing funding for contingencies within both the 
student loan and Working for Families initiatives in 2006/07.  Also overheads 
included within the agreed funding for Working for Families and the taxation of 
investment income could be reduced further;  

• [information deleted in order to enable the Crown to negotiate without 
disadvantage or prejudice]  

• Policy Advice - increased resources for Policy Advice ($1.5 million) is not 
considered a priority as work on the Business Tax Review and other priorities 
could be managed through reorganising the work programme. Although Inland 
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Revenue indicated that this was a non-negotiable initiative, Treasury does not 
consider that all of this additional funding is needed. 

 
Treasury also considers that small reductions in outputs need not result in large 
impacts on revenue assessment and collection.  Inland Revenue indicated in the Vote 
Revenue bilateral that the Department would need to fund an additional $32.2 million 
per annum of initiatives above Treasury's initial recommendations from within 
baselines.  Following instructions from the Minister of Finance it was agreed between 
Treasury and Inland Revenue that an additional $18.8 million above original Treasury 
recommendations would ensure there was no impact on performance.  
 
A smaller funding gap would not have the same effect.  The risks identified by IRD 
around Treasury’s initial funding recommendations would only have arisen because the 
size of the funding gap meant that a large number of revenue raising resources would 
have been reduced, such as in Investigations and Corporate Audit.  A funding gap of 
$5-10 million could be managed by the Department with limited effects on outputs and 
tax revenue. 
 
[information deleted in order to enable the Crown to negotiate without disadvantage or 
prejudice]   
 
Vote ACC 

The Minister of Finance has included a 26% increase in the subsidy ACC provides for 
specified treatment provider costs, with the aim of reducing co-payments for claimants 
($3.7 million).  Treasury considers this initiative is of a low priority as claimants 
currently pay less in co-payments for specified treatment providers than for visits to 
general practitioners.  Furthermore, ACC is already pursuing other options for reducing 
co-payments, such as the preferred provider programme, being piloted with 
physiotherapists (who make up over 50% of specified treatment providers).  This 
programme both reduces co-payments and aims to improve effectiveness.  Treasury 
also notes there have been increases in funding for cost of treatment regulations in 
previous Budgets. 
 
Vote Foreign Affairs 

The Minister of Finance’s package includes $7.8 million per annum for Vote Foreign 
Affairs, $4.4 million more than the Treasury recommended level.   Treasury is of the 
view that, given overall budget pressures and pressures within the other allocation, 
Foreign Affairs could fund some of their lower priority initiatives from within baselines, 
such as additional staff for Climate Change work, and the Latin America Strategy Fund 
Initiative. 


