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Key to sections of the Official Information Act 1982 under which information has been withheld. 
 
Certain information in this document has been withheld under one or more of the following sections 
of the Official Information Act, as applicable: 

[1] 9(2)(a) - to protect the privacy of natural persons, including deceased people 
 

[2] 9(2)(b)(ii) -  to protect the commercial position of the person who supplied the information, or 
who is the subject of the information 

 
[3] 9(2)(f)(iv) - to maintain the current constitutional conventions protecting the confidentiality of 

advice tendered by ministers and officials   
 

[4] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and frank 
expression of opinions 

 
[5] 9(2)(i) - to enable the Crown to carry out commercial activities without disadvantage or 

prejudice 
 

[6] 9(2)(j)  -  to enable the Crown to negotiate without disadvantage or prejudice 
 

[7] 9(2)(ba)(i) - to protect information which is subject to an obligation of confidence or which any 
person has been or could be compelled to provide under the authority of any enactment, 
where the making available of the information would be likely to prejudice the supply of similar 
information, or information from the same source, and it is in the public interest that such 
information should continue to be supplied 

 
[8] 9(2)(h) – to maintain professional legal privilege 

 
Where information has been withheld, a numbered reference to the applicable section of the Official 
Information Act has been made, as listed above. For example, a [3] appearing where information 
has been withheld in a release document refers to section 9(2)(f)(iv). 
 
In preparing this Information Release, the Treasury has considered the public interest 
considerations in section 9(1) of the Official Information Act. 













was made to Pacific Aluminium in March, but is structured as a lump sum rather than 
an annual subsidy, and with no connection to power prices or transmission prices. 
Cabinet agreed to this proposal on 29 July. 

31 . The purpose of this payment is to provide an incentive for negotiations between 
Pacific Aluminium and Meridian to conclude on the terms currently negotiated. This 
provides the benefit of greater certainty over NZAS's immediate future to the benefit of 
the employees of NZAS, the wider Southland community, and the New Zealand 
electricity market. 

32. This payment is subject to the condition that no review of the ongoing viability of 
NZAS is publicly announced before 30 June 2015. If this condition is breached the 
$30 million payment is to be refunded to the Crown. A decision from NZAS to reduce 
volume to 400MW in accordance with the terms of the contract will not be treated as a 
review of ongoing viability for this purpose. 

33. Pacific Aluminium has accepted this offer in principle, subject to the approval of 
NZAS's two parent companies' (Rio Tinto and Sumitomo Chemical) boards, who will 
consider the revised contract with Meridian and the Crown offer as a package. We 
expect that a decision will be made on 5 August by Sumitomo Chemical and 6 August 
by Rio Tinto. 

Tax Treatment 

34. In accepting the offer Pacific Aluminium has indicated that its understanding is 
that the amount offered is net of tax. Initial advice suggests that the tax treatment of the 
payment is unclear. Given the timeframes associated with this offer there is not time to 
clarify the tax treatment by seeking a binding ruling from IRD. We are willing to make 
the payment on a net basis, and consequently the Minister of Finance will provide an 
indemnity to cover any tax expense incurred though the payment of the grant. 

35. This is consistent with how the Government addresses uncertain tax 
consequences in other negotiations such as Treaty of Waitangi settlements. If the 
indemnity is called on it will be funded by an existing permanent legislative authority 
and will have no net cost to the Crown as any tax obligation will be returned to the 
Crown as revenue. · 

36. NZAS considers that the payment is subject to GST and as a result will issue a 
tax invoice for $30 million plus GST. GST will be returned to the Crown in NZAS's next 
GST return. Consistent with other payments made by Government the amount of GST 
does not need to be appropriated. 

Financial Implications 

37. The operating expense associated with the Government signing incentive to 
NZAS will need to be appropriated. The $30 million cost will be charged against the 
between budget contingency and will be classified as a non-departmental other 
expense in Vote Finance. 

Regulatory Impact Analysis 

38. This paper is exempt from regulatory impact analysis. 

6 





2. 9 agreed that, for the purposes of providing certainty to NZAS workers, 
the Southland community and the New Zealand electricity market, it 
would be desirable for NZAS to enter into the revised electricity 
agreement with Meridian; 

2.10 agreed to fund a sign-up incentive to NZAS of $30 million on 
execution of the revised agreement with Meridian to encourage NZAS 
to enter into the new agreement with Meridian; 

2.11 agreed that a condition of the payment to NZAS is that NZAS will 
repay the $30 million lump sum in full if an on-going review of the 
viability of the smelter is publicly announced before 30 June 2015; 

2.12 invited the Ministers of Finance and State Owned Enterprises to 
report back to Cabinet to seek agreement to the details of the 
payment and the communication of the payment by the 7th of August; 

3 note that since 29 July, NZAS has elected that the reduction in contracted 
volume from 572MW to 400MW will occur on 1 January 2017; 

4 agree to establish a new Non-Departmental Other Expense appropriation 
"New Zealand Aluminium Smelters - Electricity Agreement Incentive 
Payment" in Vote Finance; 

5 agree that the scope of this appropriation be "This appropriation is limited 
to the provision of an incentive payment to New Zealand Aluminium 
Smelters on the execution of a revised electricity agreement with Meridian 
Energy Limited"; 

6 approve the following changes to appropriations to give effect to the policy 
decision agreed by Cabinet on 29 July, with a corresponding impact on the 
operating balance: 

$m - increase/( decrease) 
Vote Finance 2013/14 2014/15 2015/16 2016/17 2017/18 & 
Minister of Finance Outyears 

Non-Departmental Other 
Expense: 30.000 
New Zealand Aluminium 
Smelters - Electricity 
Agreement Incentive Payment 

7 agree that the proposed change to appropriations for 2013/14 above be 
included in the 2013/14 Supplementary Estimates and that, in the interim, 
the increase be met from lmprest Supply; 

8 agree that the expenses incurred under recommendation 4 above be a 
charge against the between-Budget operating contingency, established as 
part of Budget 2013; 

9 note that Pacific Aluminium has also requested that an exemption from the 
requirement to disclose the price it pays for electricity under the revised 
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