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OVERVIEW
Appropriations sought for Vote Defence in 1999/2000 total $265.346 million. This is
intended to be spent as follows:
• $9.111 million (3.43% of the Vote) on the purchase of services from the Ministry of
Defence.
• $256.235 million (96.57% of the Vote) on the purchase of items of equipment for
on-sale to the New Zealand Defence Force.
In 1999/2000 the Ministry expects to be paid $226.735 million by the New Zealand
Defence Force for items of equipment. This is counted as Crown revenue.
Details of what the appropriations are to be spent on appear in Parts B1, C and E of
this Vote. Details of Crown revenue appear in Part F.
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Footnotes
Note 1

Not applicable as Crown revenue is not appropriated.

Note 2

Appropriations are stated GST inclusive (where applicable).
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VOTE MINISTER: MINISTER OF DEFENCE
ADMINISTERING DEPARTMENT: MINISTRY OF DEFENCE
The Minister of Defence is the Responsible Minister for the Ministry of Defence

Part A - Statement of Objectives and Trends
Part A1 - Objectives for Vote Defence
Related Government Outcomes
The appropriations in Vote Defence contribute to the Government’s defence and
security outcome of preserving a free and orderly environment in which the political,
economic and social aims of New Zealand and its citizens can be pursued free of
threat or coercion.
The outcomes include:
• the maintenance of our sovereign integrity
• promotion of New Zealand’s strategic interests
• contribution to the stability of the region
• promotion of global peace and security.

Output Classes
To pursue these outcomes, the appropriations are intended to fund a range of
activities, including:
• policy advice on New Zealand’s strategic environment, security interests and
international defence relationships; analytical studies of military capability
requirements; and analysis of force structure, investment and resource
• in conjunction with the New Zealand Defence Force, the management of a
comprehensive strategic planning system
• a programme of work to develop New Zealand’s defence relationships with regional
countries and traditional allies, particularly Australia
• a programme to enhance public awareness of defence issues
• the evaluation of the management of human, matériel and financial resources in
the New Zealand Defence Force
• review of the Ministry’s acquisition projects
• the management of procurement or refurbishment, on behalf of the Crown, of
various items of equipment identified as contributing to a change in the capability of
the New Zealand Defence Force
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• the maintenance of information on industrial capability and the provision of advice
to industry on Defence requirements.

Linkage Between the Output Classes and the Government’s Outcomes
The following table links the Government’s strategic objectives and the classes of
outputs being purchased under Vote Defence.
Output Classes

Related Outcomes

• Policy Advice

• Maintaining a credible defence force
which promotes national security and
• Audit and Assessment of Performance
makes an appropriate contribution to
regional security and international
• Management of Equipment
peacekeeping.
Procurement

Part A2 - Trends in Vote Defence
The time series of departmental and Crown flows is detailed in the following table.

Output Trends: 1994/95 to 1998/99
The trend over the review period has been relatively constant. Staff numbers have
varied slightly. Input requirements for policy work, audits undertaken and procurement
projects managed have not changed significantly.

Crown Expenditure and Revenue Trends: 1994/95 to 1998/99
The Ministry has responsibility for managing procurement projects which entail a
significant change to New Zealand’s defence capability. The Ministry must ensure
that the procurement process is operated efficiently, and the equipment is provided on
time and within budget.
The management of the ANZAC frigate project continues. In 1994/95 the military
sealift ship HMNZS Charles Upham was procured, and initial payments were made on
the P3 Orion surveillance aircraft life extension project. The 1995/96 Budget included
provision for initial payments on self-protection equipment for Hercules transport
aircraft. In 1996/97 expenditure was incurred on surveillance, target acquisition and
night observation equipment and very low-level air defence systems. A replacement
hydrographic survey and oceanographic research ship, HMNZS Resolution, was
procured. 1997/98 saw a contract placed with Kaman Aerospace International
Corporation for four Seasprite maritime helicopters, with delivery of these scheduled
in the latter half of 2000, and for four older-model Seasprites to maintain the capability
in the meantime. The expenditure trends reflect the various timings of payments, on
approximately 20 projects, as contracts are progressed.
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Crown revenue is from the sale of items of equipment to the New Zealand Defence
Force. The New Zealand Defence Force makes progress payments in line with the
expenditure payments being made by the Ministry. The revenue trends reflect the
timing of contract payments on approximately 20 projects, as contracts are
progressed.
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Trends in Vote Defence - Summary of Appropriations and Crown Revenue
1994/95

1995/96

1996/97

1997/98

1998/99

1999/00 Appropriations to be Used
By the Department
Administering the Vote

For Non-Departmental
Transactions

Actual
$000

Actual
$000

Actual
$000

Actual
$000

Budget
$000

Estimated
Actual
$000

Annual
$000

Other
$000

Annual
$000

Other
$000

Total
$000

8,708

8,933

8,978

9,208

9,131

9,131

9,111

-

-

-

9,111

Benefits and Other Unrequited
Expenses

-

-

-

-

-

-

N/A

N/A

-

-

-

Borrowing Expenses

-

-

-

-

-

-

N/A

N/A

-

-

-

Other Expenses

5

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

245,975

165,654

188,929

241,731

230,978

230,978

N/A

N/A

256,235

-

256,235

-

-

-

-

-

-

N/A

N/A

-

-

-

Total Appropriations

254,688

174,587

197,907

250,939

240,109

240,109

9,111

-

256,235

-

265,346

Total Crown Revenue and Receipts
(see note 1)

568,160

234,158

182,454

157,752

197,728

197,728

N/A

N/A

N/A

N/A

227,135

Types of Appropriation
Operating Flows
Classes of Outputs to be Supplied

Capital Flows
Capital Contributions
Purchase or Development of Capital
Assets
Repayment of Debt
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Part B - Statement of Appropriations
Part B1 - Details of 1999/2000 Appropriations (see note 2)
1998/99
Vote

1999/00
Estimated Actual

Vote

Annual
$000

Other
$000

Annual
$000

Other
$000

Annual
$000

D1 Policy Advice

3,368

-

3,368

-

3,360

- Policy advice, strategic planning and the management of international defence
relationships.

D2 Audit and Assessment of
Performance

2,435

-

2,435

-

2,430

- Evaluation of the management of resources in the New Zealand Defence Force and
reviewing the Ministry’s acquisition projects.

D3 Management of Equipment
Procurement

3,328

-

3,328

-

3,321

- Managing procurement or refurbishment, on behalf of the Crown, of various items of
equipment contributing to a capability of the New Zealand Defence Force.

Total Appropriations for
Departmental Output Classes (Mode
B Gross)

9,131

-

9,131

-

9,111

- Refer to Part C1 for a full description.

222,128

-

222,128

-

175,210

8,850

-

8,850

-

81,025

Appropriations

Other
$000

Description of 1999/00 Appropriations

Departmental Output Classes (Mode
B Gross)

Purchase or Development of Capital
Assets by the Crown
Defence Equipment
GST on Defence Equipment

- Purchase of defence equipment for the New Zealand Defence Force.
- Input GST on purchase of defence equipment for the New Zealand Defence Force.

Total Appropriations for Purchase
or Development of Capital Assets
by the Crown

230,978

-

230,978

-

256,235

- Refer to Part E2 for a full description.

Total Appropriations

240,109

-

240,109

-

265,346

-

VOTE DEFENCE

B.5 Vol.I  479

VOTE DEFENCE

Part C - Explanation of Appropriations for Output
Classes
Part C1 - Departmental Output Classes
Output Class D1 - Policy Advice
Description
Under this output class the Minister of Defence will purchase advice on New
Zealand’s defence and security interests, strategic planning and the management of
international defence relationships. This includes studies of military capabilities and
force structures, and investment and resource analysis. The policy advice derived
from this output class is consolidated in a Defence Planning System (DPS). The DPS
provides the Government with a consolidated set of short- and medium-term
investment plans and long-range estimates covering military capabilities needed to
meet the Government’s defence policy. Included in this output class is advice on the
management of international defence relations, including closer defence relations
(CDR) with Australia and the enhancement of regional security through participation in
multilateral defence and security forums, and the development of bilateral defence
relationships. It also includes: responses to ministerial and parliamentary questions,
Official Information Act enquiries and Ombudsman correspondence; and the
preparation and implementation of a public affairs strategy to enhance public
awareness of defence issues.
Quantity, quality, timeliness and cost
Quantity

The Minister of Defence will expect advice to be delivered as specified in the
Purchase Agreement between the Minister of Defence and the Secretary of Defence.
Included in this, the Ministry will:
• assist in the implementation of decisions arising from the Defence Assessment as
outlined in the Government’s White Paper The Shape of New Zealand’s Defence
• in conjunction with the New Zealand Defence Force, implement and maintain a
DPS
• progress activities and studies that will enhance long-term closer defence
relationships with Australia and other regional countries
• undertake ongoing analysis of international developments likely to affect New
Zealand and its security needs and interests
• in association with other interested parties, progress submissions for the
government decision on major defence investment proposals
• participate in regional multilateral security dialogue
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• develop and implement a programme of bilateral visits, discussion and exchanges
• based on previous years’ figures, expected quantities of ministerial servicing
products will be:
- ministerial correspondence

75 - 100

- parliamentary questions

75 - 100

- Official Information Act requests

10 - 15

• produce four issues of the New Zealand Defence Quarterly magazine
• produce 12 articles on defence issues for general newspapers and specialist media
• participate in appropriate public forum activities where defence policy and security
issues will be discussed
• extend the opportunities into other fields to enhance public awareness of defence
issues.
Quality

Advice will be delivered in accordance with the following quality standards:
• Reports will clearly state their purpose and address any questions raised by the
Minister.
• Assumptions behind the advice will be explicit, and the argument will be logical and
supported by facts.
• Forecasts will be supported by thorough analysis.
• An adequate range of options will be presented and assessed for benefits, costs
and consequences.
• 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.
• Articles produced for external production shall be of a standard acceptable to the
relevant media.
• The content, layout and production of the New Zealand Defence Quarterly
magazine will be to standards of comparable commercial publications.
• The Ministry of Defence will maintain quality control procedures to support the
expectations for policy advice delivered under this output class.
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• Where appropriate, written and oral advice tendered to the Minister of Defence will
accurately reflect:
- revenue and expense implications (quantified where possible)
- administrative implications and costs (quantified where possible).
•

ISO9001 certification will be maintained.

• The Minister of Defence will be asked annually to confirm that he is satisfied with
the quality of advice tendered, where applicable.
Timeliness

• All reports and oral advice will be delivered within the agreed or statutory
timeframe.
• Ministerial questions and correspondence will be delivered within the agreed or
statutory timeframe.
• The New Zealand Defence Quarterly magazine will be produced each quarter.
Cost

This output class will be provided within the appropriated sum of $3.360 million
(inclusive of GST).

Cost
GST incl
$000

Cost
GST excl
$000

Total
Revenue
GST excl
$000

Revenue
Crown
GST excl
$000

Revenue
Other
GST excl
$000

1999/2000

3,360

2,987

2,987

2,957

30

1998/99

3,368

2,994

2,994

2,964

30

Year

Output Class D2 - Audit and Assessment of Performance
Description
Under this output class the Minister of Defence will purchase independent evaluations
of the New Zealand Defence Force’s delivery of its outputs, reviews of the efficiency
and effectiveness of its management systems and resource utilisation and, in the
case of programme evaluations, advice as to whether policy objectives have been
achieved, and reviews of the Ministry’s acquisition activities. In addition, the Minister
of Defence will purchase audits of the controls on hazardous substances under his
control as required by the Hazardous Substances and New Organisms Act 1996.
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Quantity, quality, timeliness and cost
Quantity and timeliness

During the year the Minister expects the Ministry to:
• complete approximately 17 evaluations to a programme set by, and to the
satisfaction of, the Defence Evaluations Review Board
• participate in oversight of the ANZAC frigate project through the Project Joint Audit
Board.
Quality

ISO9001 certification will be maintained.
The evaluations will have the following quality characteristics:
• Evaluations will be conducted in accordance with prescribed practice.
• The facts used in reports will be accurate and all material facts will be included.
• The findings and recommendations will be a logical derivation from the
circumstances found.
• Managerial review will be maintained throughout the evaluation process.
Cost

This output class will be provided within the appropriated sum of $2.430 million
(inclusive of GST).

Cost
GST incl
$000

Cost
GST excl
$000

Total
Revenue
GST excl
$000

Revenue
Crown
GST excl
$000

Revenue
Other
GST excl
$000

1999/00

2,430

2,160

2,160

2,160

-

1998/99

2,435

2,164

2,164

2,164

-

Year

Output Class D3 - Management of Equipment Procurement
Description
Under this output class the Minister of Defence will purchase management of
procurement or refurbishment, on behalf of the Crown, of significant equipment
contributing to a capability of the New Zealand Defence Force. This output class
covers the management of procurement functions from the initial identification of a
requirement through ministerial “approval in principle” to the acquisition process
involving project investigation, risk assessment, quality assurance, equipment
selection, negotiation and execution of contract arrangements, up to the point when
the equipment is delivered to the New Zealand Defence Force, and the management
of any warranty provisions beyond that date. It also covers the investigation of any
associated financing arrangements and the arrangement of on-sale to the New
Zealand Defence Force.
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Also included in this output class are the maintenance of information on industrial
capability and the provision of advice to industry on Defence requirements.
Quantity, quality, timeliness and cost
Quantity and timeliness

The Minister expects the Ministry in 1999/2000 to:
• commence the following projects:
- light operational vehicles for the Army
- direct fire support (area) weapons for the Army
- medium-range anti-armour weapons for the Army
- special operations communications systems
• progress acquisition of tactical communications for the Army
• complete heavy machine guns (direct fire support)
• progress P3 Orion mission equipment
• complete bridge simulator for naval training
• progress armoured vehicles project
• complete Orion autopilot project
• progress acquisition of maritime helicopters
• progress the acquisition of F16 aircraft and support equipment
• progress conversion of HMNZS Charles Upham
• complete the P3 Orion surveillance aircraft project to replace the wings and
horizontal stabilisers
• complete the acquisition of electronic warfare equipment for C130 aircraft
• complete acquisition of surveillance, target acquisition and night observation
equipment for the Army
• complete acquisition of very low-level air defence equipment for the Army
• deliver HMNZS Te Mana
• continue management of the ANZAC frigate project on time and on budget as
confirmed by audit and six-monthly reports to Ministers
• manage all capability procurement projects within the agreed delivery schedule and
on budget as confirmed by audit
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• maintain close links with New Zealand’s industry and provide support for the
Defence Industry Committee of New Zealand
• complete material for the Australia and New Zealand Industry Defence Equipment
and Capability Catalogue database
• conduct industry briefing sessions on current defence projects and activities.
Quality

The quality of equipment procurement will be subject to the following quality
standards:
• Relevance - all contracts will meet the criteria and conform to the Government’s
requirements.
• Best price - the prices agreed for projects will be based on a competitive tender
process, or where tendering is not possible, they will be based on either
independent benchmarks or full cost disclosure by the provider.
• Risk management - any significant variation will be identified and any corrective
actions required or taken; any potential risks to delivering according to the agreed
quality, quantity and price.
• Accuracy - payments will be made at the agreed sum to the correct supplier and no
payments will be made in excess of the agreed sum.
• Timely - all contracts will be negotiated in a timely manner and payments will be
made on time provided the provider is meeting the terms of the contract.
In addition, delivery of this output class will be subject to:
• new capabilities and major refurbishment being acquired within approved budgets,
to the quality standards negotiated for each project and within the agreed delivery
schedule
• updating databases on industrial capability
• contract awards that are subject to considerations of through-life cost, quality,
delivery schedule and local industrial participation
• advice to industry on Defence requirements
• initiatives to harmonise and implement joint industrial policy with the Australian
Department of Defence
• the Minister of Defence being asked annually to confirm that he or she is satisfied
with procurement activities
• ISO9001 certification will be maintained.

486  B.5 Vol.I

VOTE DEFENCE

Cost

This output class will be provided within the appropriated sum of $3.321 million
(inclusive of GST).

Cost
GST incl
$000

Cost
GST excl
$000

Total
Revenue
GST excl
$000

Revenue
Crown
GST excl
$000

Revenue
Other
GST excl
$000

1999/2000

3,321

2,952

2,952

2,952

-

1998/99

3,328

2,958

2,958

2,958

-

Year

Part C2 - Non-Departmental Output Classes
No output classes will be purchased from other parties for this Vote.
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Part E - Explanation of Appropriations for Capital Flows
Part E1 - Departmental Output Classes
There is no appropriation in respect of Part E1.

Net Worth of Entities Owned
Statement of Estimated and Forecast Net Worth

Ministry of Defence

Balance
Date

Estimated Net
Worth 1999
$ million

Forecast Net
Worth 2000
$ million

30 June

1.555

1.555

Part E2 - Purchase or Development of Capital Assets of the Crown
The 1999/2000 appropriation is for the following significant projects:
$000
Continuation of ANZAC ship project

71,432

Orion aircraft life extension project

6,439

Maritime helicopters

86,240

Command and control

848

Orion aircraft autopilot

7,484

Very low-level air defence

2,682

Other projects

85
175,210

GST on defence equipment

81,025
256,235

Part E3 - Repayment of Debt
There are no appropriations for Part E3.
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Part F - Crown Revenue and Receipts
Part F1 - Current and Capital Revenue and Receipts
1998/99

1999/00

Budgeted
$000

Estimated
Actual
$000

Crown Interest

1,700

1,700

400 Interest earned on balances in foreign currency accounts.

Total Non-Tax Revenue

1,700

1,700

400

Total Current Revenue

1,700

1,700

400

Defence Equipment

196,028

196,028

226,735 Defence equipment sold to New Zealand Defence Force.

Total Capital Receipts

196,028

196,028

226,735

Total Crown Revenue and Receipts

197,728

197,728

227,135

Budget
$000

Description of 1999/00 Crown Revenue

Current Revenue
Non-Tax Revenue

Capital Receipts
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