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VOTE Finance

 OVERVIEW

 Departmental Appropriations

 Departmental appropriations sought for Vote Finance in 1999/2000 total
$26.563 million.  This is intended to be spent as follows:

• $11.104 million (43% of total departmental appropriations in this Vote) on
purchasing advice on Crown revenue, expenditure and balance sheet
management.

• $5.957 million (22% of departmental appropriations) on purchasing advice on the
ownership and performance of Crown companies and financial institutions, and
management of Crown overseas properties.

• $4.303 million (16% of departmental appropriations) on the management of
commercial liabilities and specific claims against the Crown.

• $2.691 million (10% of departmental appropriations) on purchasing advice on
Crown financial management and public sector management.

• $2.474 million (9% of departmental appropriations) on purchasing regular reports
on the Crown’s finances, reviews of departmental financial management, operation
of the Controller function and management of Crown bank accounts.

• $0.034 million on the implementation of asset divestments.

 Non-Departmental Appropriations

• $1.556 million on non-departmental outputs relating to property management.

• $402.850 million on other Crown expenses.

• $214.400 million on capital contributions to other persons or organisations.

 Crown Revenue and Receipts

• $2,236.789 million of current revenue from interest, dividends and other revenue.

• $157.746 million of capital revenue from capital withdrawals and loan repayments
by Crown entities.

 Details of how the appropriations are to be applied appear in Parts B1 and C of this
Vote.  Details of Crown revenue appear in Part F.
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 Terms and Definitions Used

 ARCIC  Accident Rehabilitation and Compensation Insurance
Corporation

 CPNZ  Capital Properties NZ Ltd

 CEL  Contact Energy Ltd

 CRI  Crown research institute

 EQC  Earthquake Commission

 ECNZ  Electricity Corporation of New Zealand Ltd

 GAAP  Generally accepted accounting practice

 GSF  Government Superannuation Fund

 HHS  Hospital and Health Service

 HCNZ  Housing Corporation of New Zealand

 NPF  National Provident Fund

 OG  Overarching goal

 PTO  Public Trust Office

 SOE  State-owned enterprise

 SP  Strategic priority

 Footnotes

 Note 1  Not applicable as Crown revenue is not appropriated.

 Note 2  Appropriations are stated GST inclusive (where applicable).

 Note 3  Expenses to be incurred pursuant to section 74(5) of the Public
Finance Act 1989.
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VOTE Finance
 VOTE MINISTER: MINISTER OF FINANCE
 ADMINISTERING DEPARTMENT: THE TREASURY
 The Treasurer is the Responsible Minister for the Treasury

 Part A - Statement of Objectives and Trends

 Part A1 - Objectives for Vote Finance

 Related Government Outcomes

The appropriations in Vote Finance will make a contribution to the Government’s
overarching goals and strategic priorities (SPs).  They will fund analysis and advice
aimed primarily at policies designed to foster a strong and innovative economy.
Particular emphasis will be placed on:

• ensuring that expenditure plans and individual proposals are consistent with the
Budget strategy

• implementing tax policies that support the revenue, employment, fairness and
growth objectives of the Government through a broad-based, low-rate tax system,
with an effective administration that promotes voluntary compliance, and detects
and deters non-compliance

• ensuring effective control and value for money of public expenditure by monitoring
the performance of departments, Crown companies and other Crown entities and
encouraging the contestable supply of resources and services in areas of public
sector responsibility

• enabling the Government to consider the Crown’s ownership interests and options
for State-owned enterprises (SOEs) and other Crown companies on a case-by-
case basis, and to manage the implementation of any asset divestment decisions.

These appropriations will also fund analysis and advice contributing to a number of
goals and SPs in other areas, including innovation, social cohesion and security,
social assistance, environment, Treaty of Waitangi and New Zealand identity.

 Output Classes

To achieve these objectives, the appropriations are intended to fund a wide range of
activities, including policy advice and/or other services relating to:

• Crown revenue, expenditure and balance sheet management

• ownership and performance of Crown companies and financial institutions, and
management of Crown overseas properties
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• management of commercial liabilities and specific claims against the Crown

• Crown financial management and public sector management

• preparation of Crown financial reports and operation of financial controls

• implementation of asset divestments.

 Links Between the Output Classes and the Government’s Outcomes

The services to be purchased under Vote Finance will contribute to the Government’s
overarching goals and strategic priorities as identified above.

The links between the Government’s overarching goals and strategic priorities and the
classes of outputs being purchased under Vote Finance are:

 
Departmental Output
Classes

 

Output Contribution

 Government’s
Overarching Goals and
Strategic Priorities

 Policy Advice: Revenue,
Expenditure and Balance
Sheet Management

 Assisting in the effective
control and value for
money of public
expenditure through
efficient and effective
public sector management

 OG 1 Enterprise
Economy

 

 Crown Financial Reporting  Measuring the
Government’s progress in
achieving its fiscal
strategy

 

 Management of
Commercial Liabilities and
Specific Claims against
the Crown

 Minimising the Crown’s
commercial risks

 

Policy Advice: Ownership
and Performance of
Crown Companies and
Financial Institutions, and
Management of Crown
Overseas Properties

 Ensuring that the Crown’s
commercial activities
perform as well as
possible

 

 Implementation of Asset
Divestments

 Facilitating divestment of
commercial assets once a
decision to divest has
been taken by the
Government
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Departmental Output
Classes

 

Output Contribution

 Government’s
Overarching Goals and
Strategic Priorities

 Policy Advice:  Crown
Financial Management

 Contributing to the
effective control and value
for money of public
expenditure through
efficient and effective
public sector management

 OG 1 Enterprise
Economy

 SP 1 Contestability

 Policy Advice: Revenue,
Expenditure and Balance
Sheet Management

 Management of
Commercial Liabilities and
Specific Claims against
the Crown

 

 Providing analysis and
advice, usually in a
second-opinion role, on
the performance of public
sector entities and on the
details of alternative
government actions to
best achieve the policy
outcomes sought by the
Government

 

 OG 1 Enterprise
Economy

 SP 1 Contestability

 SP 2 Investment
Environment

 SP 3 Regulations

 SP 4 Trade

 OG 2 Innovation

 SP 5 Educated workforce

 OG 3 Social Cohesion &
Security

 OG 4 Social Assistance

 SP 7 Strengthening
Families

 SP 8 Work Participation

 SP 9 Mäori

 SP 10 Youth Offending

 OG 5 Environment

 SP 6 Biodiversity

 OG 6 Treaty of Waitangi

 OG 7 New Zealand
Identity
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 Part A2 - Trends in Vote Finance

 The chart below shows the proportion of each departmental output class to the total
for Vote Finance in 1999/2000:

 Figure 1 - Departmental Output Classes in 1999/2000

Source:  The Treasury

Output class D6 Implementation of Asset Divestments has an appropriation for
1999/2000 of $0.034 million.  Due to the small size of this appropriation, it is not
shown in the graph above (Figure 1).

The second chart below shows the trend in total departmental output class
appropriations over time.  The total of both Vote Finance and Vote Treasurer outputs
is shown to make the comparison across years meaningful.
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 Figure 2 - Trends in Departmental Output Classes (Votes Finance and Treasurer
combined)

Source:  The Treasury

 Departmental Output Trends: 1994/95 to 1999/2000

 Movements in output expenditure between 1994/95 and 1999/2000 principally reflect
changes in the cost of managing asset sales.  The cost of selling Crown assets varies
with the size and number of assets sold.  Responsibility for Actuarial Services was
transferred to the Ministry of Commerce from 1 July 1996.  In 1997/98, Vote Finance
was split into Vote Treasurer and Vote Finance to reflect the responsibilities of the
Treasurer and the Minister of Finance.

 Asset divestment costs for managing the sale processes for Capital Properties NZ Ltd
(CPNZ), Auckland and Wellington International Airports and Solid Energy were
incurred in 1997/98.  In 1998/99, the Vote included expense transfers from 1997/98
for completing the sale processes for Auckland and Wellington International Airports,
CPNZ and Solid Energy.  In 1998/99 the Vote also included costs for the Contact
Energy Ltd (CEL) sale process.  In 1999/2000, provision has been made for some
residual expenses from the sale of CPNZ, relating to the instalment receipt structure
of the shares.
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 Expenses in relation to Vote Finance vary in accordance with asset divestment activity
(see above).  As new appropriations are sought to fund major sales, expenses are
redirected from output class D2 Policy Advice: Ownership and Performance of Crown
Companies and Financial Institutions, and Management of Crown Overseas
Properties to D6 Implementation of Asset Divestments.  With no asset divestments
forecast for 1999/2000, there is an increase in output class D2 in 1999/2000
compared with 1998/99.  Other increases in expenses in Vote Finance in 1999/2000
compared to the previous year relate to output class D3 Management of Commercial
Liabilities and Claims against the Crown, where work on Maui gas contracts initially
budgeted for 1998/99 is now forecast for 1999/2000. Given the contingent nature of
this work, the timing is difficult to determine.

Non-Departmental Expenditure and Revenue Trends: 1994/95 to
1999/2000

Marked variations in non-departmental expenses tend to reflect one-off rather than
ongoing transactions.

 Borrowing expenses

From 1997/98, all items in this category were transferred to Vote Treasurer.

 Other Crown expenses

These consist primarily of the operating expenses of Geothermal Trading, Crown
Forestry Management Ltd, Southland Electric Power Supply (in 1994/95 only), the
cost of purchasing Maui Gas (from 1996/97 onwards), and the costs of settling various
residual liabilities. In 1997/98, this included the gifting of the Crown’s interest in The
Power Company Ltd, and the settlement of the Equiticorp claim and the Maui Post
Facto Review.

 Capital contributions

These are made up of purchases of debt and equity by the Crown.  The largest flows
occur on the corporatisation of commercial Crown activities, and are offset by
associated capital receipts from the sale of assets to the new entities. Transactions
since 1994/95 include:

• the separation of Transpower and CEL from the Electricity Corporation of New
Zealand (ECNZ) in 1994/95 and 1995/96

• the split of the remainder of ECNZ into three new SOEs in 1998/99

• the separation CPNZ from Government Property Services Ltd in 1998/99

• the corporatisation of Valuation New Zealand, MAF Quality Management and part
of the Accident Rehabilitation and Compensation Insurance Corporation, all in
1998/99.
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In addition, the Crown provided debt financing to Health and Hospital Services (HHSs)
(1994/95 to 1996/97) and the Housing Corporation of New Zealand (HCNZ) (from
1994/95 onwards).

From 1997/98, debt financing to HHSs was transferred to Vote Health Service
Providers, and payments to international financial institutions were transferred to Vote
Treasurer.

Repayment of debt

From 1997/98, all items in this category were transferred to Vote Treasurer.

Crown revenue and receipts

Capital revenue arises from the sale of Crown assets, repayment of Crown loans,
capital withdrawals from Crown companies and by fiscally neutral transactions arising
from the corporatisation of Crown entities.  Proceeds from asset sales are the main
reasons for changes between years.

This category also includes current revenue.  Changes to interest rates and the level
of Crown investments (for interest receipts), and the profitability of SOEs and Crown
entities (for dividends and net surpluses) affect current revenue totals.

Analysis by Appropriation Type: 1998/99 and 1999/2000 Compared

 Departmental output classes

 Annual appropriations for the purchase of departmental outputs are forecast to
decrease by $54.519 million from 1998/99 to 1999/2000.  This is primarily the result of
a decrease in asset divestments between the two years.

 Non-departmental output classes

The appropriation for “Operation and Management of Crown Overseas Properties”
was transferred to Vote Finance from Vote Foreign Affairs and Trade during 1998/99.

 Other Crown expenses

 Other Crown expenses are approximately $70 million lower in 1999/2000 compared to
1998/99, primarily because the forecast cost of Maui Gas is lower.  This item is
directly offset by lower revenue (see Part F).

 Capital contributions

 In 1998/99 the Crown purchased equity and/or debt in CPNZ, and new SOEs formed
from ARCIC, ECNZ, MAF Quality Management and Valuation New Zealand.  In
1999/2000, further investments in At Work Insurance (formed from ARCIC) and
Quotable Value (formed from Valuation New Zealand) are expected.

The 1998/99 Main Estimates allowed for an appropriation for lending to HCNZ.  This
was not needed in 1998/99, and has been transferred to 1999/2000.
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 Purchase of capital assets

 In 1998/99, there was a one-off appropriation for the purchase of forests from the
Department of Corrections.  In addition, an appropriation for capital developments to
Crown overseas properties was transferred to Vote Finance from Vote Foreign Affairs
and Trade.
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 Trends in Vote Finance - 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

Types of Appropriation
Actual
$000

Actual
$000

Actual
$000

Actual
$000

Budget
$000

Estimated
Actual
$000

Annual
$000

Other
$000

Annual
$000

Other
$000

Total
$000

Operating Flows

Classes of Outputs to be Supplied 60,168 64,362 57,664 35,351 81,082 79,596 26,563 - 1,556 - 28,119

Benefits and Other Unrequited
Expenses

- - - - - - N/A N/A - - -

Borrowing Expenses 3,966,556 3,812,822 3,214,549 3,011 - - - - - - -

Other Expenses 59,720 20,808 488,543 726,236 474,521 474,521 - - 402,350 500 402,850

Capital Flows

Capital Contributions 3,648,322 1,805,186 262,608 117,574 3,281,889 2,753,089 - - 214,400 - 214,400

Purchase or Development of Capital
Assets

- 3 2 - 9,255 9,255 N/A N/A - - -

Repayment of Debt 3,342,534 3,642,325 5,553,722 - - - - - - - -

Total Appropriations 11,077,300 9,345,506 9,577,088 882,172 3,846,747 3,316,461 26,563 - 618,306 500 645,369

Total Crown Revenue and Receipts
(see note 1)

6,837,744 8,732,106 5,913,352 3,081,512 7,985,751 8,164,231 N/A N/A N/A N/A 2,394,535
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Part B - Statement of Appropriations (see note 2)

Part B1 - Details of 1999/2000 Appropriations

1998/99 1999/00

Vote Estimated Actual Vote

Appropriations
Annual

$000
Other
$000

Annual
$000

Other
$000

Annual
$000

Other
$000 Description of 1999/00 Appropriations

Departmental Output Classes (Mode
B Gross)

D1  Policy Advice: Revenue,
Expenditure and Balance Sheet
Management

10,588 - 10,234 - 11,104 - Provision of advice on actions to achieve the Government's overall strategic
objectives, the means of funding them and the assessment of the financial
performance of departments and Crown entities.

D2  Policy Advice: Ownership and
Performance of Crown Companies and
Financial Institutions, and Management
of Crown Overseas Properties

4,950 - 4,526 - 5,957 - Provision of advice on the Crown's financial position and ownership interests in
SOEs, Crown Research Institutes (CRIs), HHSs, and other Crown entities; on the
Crown's ownership, guarantee and indemnity obligations in respect of the
Government Superannuation Fund (GSF), National Provident Fund (NPF), Public
Trust Office (PTO) and the Earthquake Commission (EQC); and advice on the
management of the Crown's overseas properties.

D3  Management of Commercial
Liabilities and Specific Claims against
the Crown

2,541 - 2,383 - 4,303 - Management of various contractual and commercial issues arising from the Crown's
previous or ongoing involvement in the energy sector, from the wind-up of the Crown's
ownership interests in financial institutions, liabilities which remain with the Crown
following the completion of divestment processes and policy advice on the
management and negotiation of specific Treaty claims.

D4  Policy Advice: Crown Financial
Management

2,608 - 2,564 - 2,691 - Provision of policy advice on Crown financial and public sector management.



V
O

T
E

 F
IN

A
N

C
E

B
.5 V

ol.II   
   123

D5  Crown Financial Reporting 2,430 - 2,394 - 2,474 - Preparation and publication of regular reports on the Crown's finances, operation of
the Controller function and management of Crown bank accounts, reviews of the
Department's management controls and the 1998/99 unappropriated expenditure
approval process.

D6  Implementation of Asset
Divestments

56,419 - 55,949 - 34 - Provision of advice on, and implementing divestment processes for Crown assets,
once the Government has made a decision to divest.

Total Appropriations for
Departmental Output Classes (Mode
B Gross)

79,536 - 78,050 - 26,563 - Refer to Part C1 for a full description.

Non-Departmental Output Classes

O1  Management of the Lease on
Heaphy House

56 - 56 - 56 - Cost of managing the Crown's obligations under the lease of Heaphy House,
Wellington.

O2  Operation and Management of
Crown Overseas Properties

1,490 - 1,490 - 1,500 - Property management costs for the Crown's overseas property portfolio.

Total Appropriations for Non-
Departmental Output Classes

1,546 - 1,546 - 1,556 - Refer to Part C2 for a full description.

Other Expenses to be Incurred by
the Crown

Compensation Payments 758 - 758 - 150 - This appropriation is primarily for the settlement of asbestosis claims against the
Crown.

Crown Forestry Management Ltd 10,500 - 10,500 - 10,500 - Crown Forestry Management Ltd manages those Crown commercial forestry interests
which have not been corporatised or sold. The appropriation is to cover operating
expenditure. Operating revenue is recorded in Part F under the item "Income from
Crown Trading Entities".

Crown Residual Liabilities 700 - 700 - 400 - Residual obligations arising from administration of the Crown's sale and purchase
agreements with SOEs and Crown entities and from the sale of Crown investments.
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Part B1 - Details of 1999/2000 Appropriations (Continued)

1998/99 1999/00

Vote Estimated Actual Vote

Appropriations
Annual

$000
Other
$000

Annual
$000

Other
$000

Annual
$000

Other
$000 Description of 1999/00 Appropriations

Other Expenses to be Incurred by
the Crown

Geothermal Trading 3,000 - 3,000 - 3,000 - Geothermal Trading manages the Crown's geothermal interests.  The appropriation
covers operating expenditure. Operating revenue is recorded in Part F under the item
"Income from Crown Trading Entities".

Heaphy House Rental and Related
Expenses

2,300 - 2,300 - 2,300 - Rental costs and outgoings arising from the lease on Heaphy House, Wellington.

Housing Corporation of New Zealand
(HCNZ) Suspensory Loan Write-Offs

6,750 - 6,750 - 9,000 - HCNZ manages a suspensory loan scheme to support Housing New Zealand tenants
who wish to purchase their rental property, as well as two redundant loan schemes,
the Tenancy Savings Scheme and the Building Industry Suspensory Loan Scheme.
Under each scheme, loans are written off when certain conditions are met.

Maui Gas Contracts 450,000 - 450,000 - 377,000 - Payments made in relation to the Crown's participation in the Maui gas field and
related contracts.  (Revenue from the on-sale of gas is recorded in Part F under
"Maui Gas Contracts").

Unclaimed Money (see note 3) - 513 - 513 - 500 Provision for repayment of unclaimed money deposited with the Crown.

Total Appropriations for Other
Expenses to be Incurred by the
Crown

474,008 513 474,008 513 402,350 500
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Capital Contributions to Other
Persons or Organisations

At Work Insurance 40,000 - 31,000 - 185,000 - This appropriation is for the capitalisation of the company formed from part of ARCIC.

Capital Properties NZ Ltd 127,289 - 127,289 - - - The 1998/99 appropriation was for the establishment of CPNZ.  No appropriation is
required in 1999/00.

ECNZ Residual Liabilities 70,000 - - - - - The 1998/99 appropriation was for a possible capital injection to the residual ECNZ,
after the split of the company into three new SOEs in 1998/99, to cover potential
residual liabilities.  No appropriation is expected to be required in 1999/00.

Electricity SOEs 3,000,000 - 2,555,000 - - - The 1998/99 appropriation was for the establishment of three new SOEs from the
split of ECNZ.  No appropriation is expected to be required in 1999/2000.

Housing Corporation Loans - - - - 22,500 - This appropriation is for net advances to HCNZ to finance the Corporation's net new
lending and the purchase and development of community houses.

MAF Quality Management SOEs 29,000 - 24,200 - - - The 1998/99 appropriation was for the establishment of two new SOEs from MAF
Quality Management. No appropriation is expected to be required in 1999/00.

Quotable Value New Zealand Ltd 11,000 - 11,000 - 3,000 - This appropriation is for the capitalisation of a new company formed from Valuation
New Zealand.

Taitokerau Forests 4,600 - 4,600 - 3,900 - Advances to Taitokerau Forests Ltd to meet the company's ongoing forest
management and development costs.

Total Appropriations for Capital
Contributions to Other Persons or
Organisations

3,281,889 - 2,753,089 - 214,400 -
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Part B1 - Details of 1999/2000 Appropriations (Continued)

1998/99 1999/00

Vote Estimated Actual Vote

Appropriations
Annual

$000
Other
$000

Annual
$000

Other
$000

Annual
$000

Other
$000 Description of 1999/00 Appropriations

Purchase or Development of Capital
Assets by the Crown

Development of Crown Overseas
Properties

345 - 345 - - - Cost of capital upgrades to the Crown's overseas properties.  The 1998/99
appropriation covered commitments made by the Ministry of Foreign Affairs and
Trade prior to the transfer of the properties to Treasury.  No appropriation has yet
been approved for 1999/00.

Whanganui Forests 8,910 - 8,910 - - - The 1998/99 appropriation was for the purchase of forests from the Department of
Corrections.  No appropriation is expected to be required in 1999/00.

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

9,255 - 9,255 - - -

Total Appropriations 3,846,234 513 3,315,948 513 644,869 500
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 Part C - Explanation of Appropriations for Output
Classes

 Part C1 - Departmental Output Classes

 Output Class D1 - Policy Advice: Revenue, Expenditure and Balance
Sheet Management

 Description

This class of outputs involves the purchase of advice on the detail of government
actions (both purchase and ownership) to achieve the Government’s overall strategic
objectives, the means of funding them, and the assessment of the financial
performance of departments and Crown entities.  This includes advice on:

• general revenue, expenditure and balance sheet management on an ex-ante and
ex-post basis

• strategically important aspects of the tax system

• 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.

Performance measures

Quantity

The quantity and nature of policy advice outputs, regular reporting and specific
projects concerning the financial performance of the Crown, its departments and
agencies will be supplied on the basis agreed between the Minister of Finance (the
Minister) and the Secretary to the Treasury (as amended from time to time) for
1999/2000. Quarterly and end-of-year reporting will enable the Minister to assess
actual performance in output delivery against those expectations.

 Quality

 All reports will comply with the Treasury’s quality standards for policy advice. Output
quality is assessed as follows:

• The Minister will be formally requested, at least every six months, to indicate his
level of satisfaction with the overall quality of the outputs produced.

• Managerial and peer (internal and external) review will be maintained to ensure
that the quality standards are met. These reviews will be formally monitored on a
six-monthly basis by the Senior Management Group through a quality assurance
process.
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• The Minister will expect advice to 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 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.

The Minister will expect the Treasury to implement suitable quality control procedures
to support the expectations for policy advice delivered under this output class.

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).

Timeliness

Timeframes will be agreed between the Minister and the Secretary to the Treasury for
the financial year. Quarterly and end-of-year reporting will enable the Minister to
assess actual performance in the timeliness of output delivery against those
expectations. Ministerial correspondence, parliamentary questions and Official
Information Act requests will be responded to within agreed and statutory timeframes.
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 Cost

This output class will be provided within the appropriated sum of $11.104 million
(inclusive of GST).

 
Year

 
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  11,104  9,870  9,870  9,838  32

 1998/99  10,587  9,411  9,411  9,379  32

 Output Class D2 - Policy Advice: Ownership and Performance of Crown
Companies and Financial Institutions, and Management of Crown
Overseas Properties

 Description

This output class involves the purchase of policy advice on the Crown’s financial
position and the ownership interest in SOEs, CRIs, HHSs, other Crown entities such
as Housing New Zealand, and the Crown’s interest in airport companies.  It involves
advice on the Crown’s ownership, guarantee and indemnity obligations in relation to
the GSF, the NPF, the PTO and the EQC.  It also involves advice on, and
management of the Crown’s overseas properties.

The outputs in this class include:

• advising on the levels of investment in each Crown company or entity, on their
areas of business, projected performance and risk, and capital injections/
withdrawals and dividends as appropriate

• undertaking business evaluations and/or scoping studies at the request of Ministers
on options for the Crown’s future ownership interest in SOEs and other Crown
companies

• advising on the Crown’s ownership interests and guarantee obligations relating to
the GSF, the NPF and the EQC

• advising on restructuring of the PTO; advising on governance arrangements and
ownership of the Office’s net assets; and monitoring performance against the
strategic business plan

• assessing the welfare gains from privatisation and corporatisation

• advising on, and managing, the Crown’s overseas properties.



VOTE FINANCE

B.5 Vol.II      131

 Performance measures

The Minister will expect all purchases under this output class to be subject to the
policy advice performance expectations specified in output class D1.

In addition, the Minister will expect outputs produced under this output class to be
undertaken in conjunction with the Crown Company Monitoring Advisory Unit
(CCMAU) where reports are prepared on the financial performance of SOEs, HHSs,
and CRIs.

 Cost

This output class will be provided within the appropriated sum of $5.957 million
(inclusive of GST).

 
Year

 
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  5,957  5,295  5,295  5,278  17

 1998/99  4,950  4,399  4,399  4,382  17

 Output Class D3 - Management of Commercial Liabilities and Specific
Claims against the Crown

 Description

This output class involves managing various contractual and commercial issues
arising from:

• the Crown’s previous or ongoing involvement in the energy sector

• the wind-up of the Crown’s ownership interest in financial institutions

• the management of liabilities which remain with the Crown following the completion
of divestment processes

• the provision of policy advice on the management and negotiation of specific
Treaty of Waitangi claims.

Outputs within this class include:

• management of commercial, contractual and litigation risks associated with the
1973 Maui Gas Contract, including contracting for 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, financial institutions and other entities, and negotiation of the
settlement of liabilities where appropriate

• advice on the management of specific Treaty of Waitangi claims and assistance
with the Crown’s negotiation of settlements
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• providing legal title to land assets sold to SOEs and other Crown companies as a
part of their sale and purchase agreements.

 Performance measures

The Minister will expect all purchases under this output class to be subject to the
policy advice performance expectations specified in output class D1.

In addition, the Minister will expect outputs produced under this output class to:

• 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.

 Cost

This output class will be provided within the appropriated sum of $4.303 million
(inclusive of GST).

 
Year

 
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  4,303  3,825  3,825  3,813  12

 1998/99  2,541  2,259  2,259  2,247  12

 Output Class D4 - Policy Advice: Crown Financial Management

 Description

This output class involves the provision of policy advice on Crown financial
management and public sector management.  Specific products include:

• policy development and review of the financial management mechanisms
introduced to date, and enhancement of New Zealand public sector management
systems, with a particular focus on designing pricing and governance systems
which deliver efficient and accountable performance by departments and Crown
entities

• Crown balance sheet policy, including policy for the management of financial
assets and advice on the identification and management of financial and other
risks across the Crown estate

• the development and refinement of generally accepted accounting practice (GAAP)
as it applies to the Crown, and provision of advice to ensure that the Crown
accounts for its operations, assets and liabilities in accordance with GAAP and that
the accounting implications of policy initiatives are understood.
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 Performance measures

The Minister will expect all purchases under this output class to be subject to the
policy advice performance expectations specified in output class D1.

Cost

This output class will be provided within the appropriated sum of $2.691 million
(inclusive of GST).

 
Year

 
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  2,691  2,392  2,392  2,384  8

 1998/99  2,608  2,318  2,318  2,310  8

 Output Class D5 - Crown Financial Reporting

 Description

This class of outputs involves the purchase of reporting, advice and review products.
These include:

• preparation and publication of financial reports (including the annual and monthly
financial statements of the Crown)

• operation of the Controller function including monitoring and reporting on Imprest
Supply

• management of the set of Crown bank accounts, including the delegations to
departments and management of the trust money regime

• assessments of the adequacy of departments’ management controls to detect or
prevent errors in the financial information submitted to the Treasury

• the 1998/99 unappropriated expenditure approvals process.

 Performance measures

The Minister will expect all purchases under this output class to be subject to the
policy advice performance expectations specified in output class D1.

In addition, the Minister will expect:

• the Crown financial statements to conform to GAAP and fairly reflect the operations
and financial position of the Crown for the year ending 30 June 1999, the quarter
ending 30 September 1999, and at monthly intervals thereafter until the end of the
financial year
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• the daily Controller function to accurately monitor the year-to-date disbursements
compared to the supply made available by Parliament, and a Controller statement
to 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 to 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
to be signed within the time limits set out in that Act and to be supported by
analysis and reviews of departmental financial management.

 Cost

This output class will be provided within the appropriated sum of $2.474 million
(inclusive of GST).

 
Year

 
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  2,474  2,199  2,199  2,190  9

 1998/99  2,430  2,161  2,161  2,152  9

 Output Class D6 - Implementation of Asset Divestments

 Description

This class of outputs is concerned with advising on and implementing the divestment
processes for State assets.  This involves advising Ministers on the appropriate
divestment process that meets the Government’s objectives while minimising risks
and, depending on the process the Government chooses:

• marketing, implementing and executing an initial public offering including
preparation of a prospectus, the public listing of the Crown’s shares in the
company, and the domestic and international placement of shares, and/or

• marketing, implementing and executing a trade buyer process in which potential
buyers are provided with a specially prepared Information Memorandum, preparing
data rooms for buyers to undertake due diligence, and managing a bidding process
to maximise price.

The delivery of outputs under this output class commences once a decision to enter
into a divestment process has been made by the Government.  Asset divestment
decisions are taken on a case-by-case basis and are not forecast as a matter of
policy, just as the proceeds from potential asset divestments are not forecast in the
Crown accounts.  It may also involve the completion of asset divestments initiated in
1998/99 but not fully completed by 30 June 1999.
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 Performance measures

The Minister will expect all purchases under this output class to be subject to the
policy advice performance expectations specified in output class D1.

 In addition, the Minister will expect outputs produced under this output class to:

• meet the objectives and parameters as determined by the Government for each
potential asset divestment in terms of the preferred method of sale, value for
taxpayers and appropriate sale terms and conditions

• comply fully with all legal requirements

• ensure that possible impediments and risks in the sales processes are identified
and appropriately managed

• meet the Treasury’s policies and procedures for the employment of advisors and
consultants.

Cost

This output class will be provided within the appropriated sum of $0.034 million
(inclusive of GST).

 
Year

 
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  34  30  30  30  -

 1998/99  56,419  50,151  50,151  50,151  -

 Part C2 – Non-Departmental Output Classes

 Output Class O1 - Management of the Lease on Heaphy House

 Description

This output class covers the cost of managing the Crown’s obligations under the lease
of Heaphy House, Wellington.  This will include:

• implementing the marketing strategy/proposal agreed with the Minister

• marketing the vacant space in the premises

• managing the existing sub-leases and arranging sub-leases, renewals,
assignments and terminations

• collecting rental payments from sub-lessees

• paying rates, insurance and other building costs as required

• arranging repairs and maintenance as required.
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 Performance measures

The Minister will expect outputs to be delivered according to the management contract
with CPNZ.  In particular:

• inspecting the premises thoroughly at least once every three months

• ensuring that all the Crown’s obligations are met promptly

• reporting on a quarterly basis to the Minister on all aspects of the management of
the premises.

Cost

This output class will be provided within the appropriated sum of $0.056 million
(inclusive of GST).

Year 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 56 50 50 50 -

1998/99 56 50 50 50 -

Provider

Capital Properties NZ Ltd.

 Output Class O2 - Operation and Management of Crown Overseas
Properties

 Description

This output class covers the cost of purchasing the services of a property consultant
to manage and operate New Zealand House, London.

The range of services includes:

• professional management of tenancies, including rent collection, reviews and
arbitrations, lease renewals and new lettings

• building management, including maintenance

• strategic advice, including identification of immediate and medium-term
management options and financial risk inherent in the London commercial real
estate market.



VOTE FINANCE

138   |   B.5 Vol.II

 Performance measures

The Minister will expect outputs to be delivered according to the management contract
with Lambert Smith Hampton PLC.  In particular:

• management and marketing issues will be reported by the property manager on a
monthly basis

• management of tenancies in New Zealand House will optimise revenue and
occupancy for the Crown

• the property manager will provide effective delivery of tenancy management,
maintenance, budgetary and related requirements as specified in the manager’s
contract with the Crown.

Cost

This output class will be provided within the appropriated sum of $1.5 million (GST not
applicable).  The cost of this output class is fully funded from third-party revenue.

Year 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 1,500 1,500 1,500 - 1,500

1998/99 1,490 1,490 1,500 - 1,500

Provider

Lambert Smith Hampton PLC, London.



VOTE FINANCE

B.5 Vol.II      139

Part D - Explanation of Appropriations for Other
Operating Flows

Part D1 - Benefits and Other Unrequited Expenses

There is no appropriation for Part D1.

Part D2 - Borrowing Expenses

There is no appropriation for Part D2.

Part D3 - Other Expenses

Information about these appropriations is provided in Part B1.
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Part E - Explanation of Appropriations for Capital Flows

Part E1 - Capital Contributions

Information regarding these appropriations is provided in Part B1.

Net Worth of Entities Owned

The Minister of Finance is a shareholder in SOEs, CRIs, HHSs and certain Crown
entities.  The estimated net worth (total assets less total liabilities) of these bodies is
listed under the Vote of the Responsible Minister for those entities. The Minister of
Finance is the Responsible Minister for the EQC.

Changes in net worth result from the net effects of profit (after tax), dividends paid
and capital injections or withdrawals.  Data for these organisations are based on
forecasts provided for inclusion in the 1999 Budget.

Statement of Estimated and Forecast Net Worth

Balance
Date

Estimated Net
Worth 1999

$ million

Forecast Net
Worth 2000

$ million

Crown Entities:

Earthquake Commission 30 June 3,399 3,628

Part E2 - Purchase or Development of Capital Assets of the Crown

There are no appropriations for Part E3.

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

Budget
$000 Description of 1999/00 Crown Revenue

Current Revenue

Non-Tax Revenue

Unclaimed Money 750 758 500 Unclaimed money deposited with the Crown.

Contact Energy Ltd Crown Margin 18,289 18,289 20,200 Income from the Maui take-or-pay agreement with CEL for the supply of gas.

Capital Charge 1,098,301 1,105,539 1,041,443 A charge paid by government departments on the Crown's investment.

Capital Charge from Crown Health
Service Providers

108,800 92,430 108,800 A charge paid by Crown health service providers on the Crown's investment.

Dividends from Crown Entities 206,867 191,819 122,961 Dividends from Crown entities.

Dividends from SOEs 259,125 278,930 152,351 Dividends from SOEs.

Dividends and Profits: Other 1,828 1,882 1,685 Dividends from regional airport companies and other investments.

Earthquake Commission Guarantee
Fee

10,000 10,000 10,000 Guarantee fee paid by the EQC to the Crown.

Income from Crown Trading Entities 22,500 22,500 22,500 Operational revenue of Crown Forestry Management Ltd and Geothermal Trading.
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Interest:

- Contact Energy Ltd 21,000 21,000 21,000 Interest on loans to CEL.

- Housing Corporation of New Zealand 4,100 4,100 3,200 Interest on loans to HCNZ.

- Other 4,752 4,752 4,120 Miscellaneous interest receipts.

Maui Gas Contracts 400,000 400,000 335,111 Revenue received from the on-sale of Maui Gas (the cost of purchasing the gas is included in Part B above).

Net Surplus from SOEs and Crown
Entities

397,757 324,203 374,453 The net surplus of SOEs and Crown entities after distribution of dividends.

Rentals from Crown Overseas
Properties

12,000 12,221 15,339 Revenue from overseas properties owned by the Crown.

Other Current Revenue 5,015 4,977 3,126 Miscellaneous revenue.

Total Non-Tax Revenue 2,571,084 2,493,400 2,236,789

Total Current Revenue 2,571,084 2,493,400 2,236,789

Capital Receipts

Sale of Investments:

Sale of investments - Auckland
International Airport

390,913 390,913 - Revenue from the sale of the Crown's shares in Auckland International Airport.  The sale was completed in 1998/99.

Sale of Investments - Capital Properties
NZ Ltd

122,788 122,788 - Revenue from the sale of the Crown's shares in CPNZ.  The sale was completed in 1998/99.

Sale of Investments - Contact Energy
Ltd

2,000,000 2,200,000 - Revenue from the sale of the Crown's shares in CEL.  No revenue is expected in 1999/00.

Sale of Investments - Wellington
International Airport

96,360 96,360 - Revenue from the sale of the Crown's shares in Wellington International Airport.  The sale was completed in 1998/99.

Sale of Investments - Other 2,513 2,513 -  Revenue from the sale of minor investments.  This item is not forecast as a matter of policy.
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Part F1 - Current and Capital Revenue and Receipts (Continued)

1998/99 1999/00

Budgeted
$000

Estimated
Actual
$000

Budget
$000 Description of 1999/00 Crown Revenue

Capital Withdrawals from Crown
Companies

2,595,000 2,594,084 34,000 Capital withdrawals from Crown companies.  The 1998/99 amount was from Government Property Services Ltd and ECNZ; the
1999/00 forecast amount is from Housing New Zealand.

Sale of Physical Assets - 80 - Revenue from the sale of surplus physical assets.  This item is not forecast as a matter of policy.

Contact Energy Ltd Crown Margin 22,600 22,600 19,800 Capital portion of the revenue from the Maui take-or-pay agreement with CEL for the supply of gas.

Quotable Value New Zealand Ltd 350 350 - Revenue from the sale of assets to the new company formed from Valuation New Zealand.  The sale was completed in
1998/99.

MAF Quality Management SOEs 15,755 15,755 - Purchase of assets from the Crown by the two new SOEs set up from MAF Quality Management.  The sale was completed in
1998/99.

Repayments from Crown Entities: - - -

Loan Repayments from Contact Energy
Ltd

11,015 11,015 101,000 Repayment of loans by CEL.

Loan Repayments from the Housing
Corporation of New Zealand

153,000 210,000 - Repayment of loans by HCNZ.

Loan Repayments from Other Parties 4,373 4,373 2,946 Other loan repayments.

Total Capital Receipts 5,414,667 5,670,831 157,746

Total Crown Revenue and Receipts 7,985,751 8,164,231 2,394,535


