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Thank you for your Official Information Act request, received on 8 May 2015.  You 

requested the following: 

 

“In late June 2011 after the departure of the ex Secretary of the Treasury John 

Whitehead, and before the appointment of Mr Gabriel Makhlouf on 28 June 2011 

as new Secretary, advice was provided to a "Ad Hoc" group of Ministers with 

regard to authority to use imprest supply and the appropriation of the authority in 

the House before 30 June 2011, in regard to a $1.053 billion taxpayer expense. 

 

If is unknown which, if either, of you two gentleman provided that advice. 

 

Under the Official Information Act, and frankly because it is important, please 

could either of you confirm who was at the helm of Treasury during these weeks 

between 1 June 2011 and 28 June 2011, could you advise who provided this 

advice to the "Ad Hoc Ministers", and lastly could you provide a copy of that 

advice given at the time?” 

 

On 13 May 2015 you clarified that your request related to the Cabinet Paper titled 

“Land Damage from the Canterbury Earthquakes” dated 24 June 2011. 

 

On 26 May 2015 I wrote to you extending the time limit for deciding on your request by 

an additional 20 working days. 

 

I can confirm that Gabriel Makhlouf was Acting Secretary of the Treasury in June 2011 

prior to his appointment as Secretary. 

 

Information Being Released 

Please find enclosed the following documents: 

 

Item Date Document Description Decision 

1.  24 June 2011 Email “accounting/appropriations treatment” Release in part 

2.  24 June 2011 Email “accounting/appropriations treatment – 

Updated to incorporate impact on 2010/11 

operating balance” 

Release in part 



 

2 

 

I have decided to release the relevant parts of the documents listed above, subject to 

information being withheld under one or more of the following sections of the Official 

Information Act, as applicable: 

 

• names and contact details of junior officials and certain sensitive advice, under 
section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 
free and frank expression of opinions 

The advice supplied in the above emails includes the following statements: 

• There is no further opportunity for Parliament to appropriate this expenditure in 
2010/11, so the expenditure will need to be approved retrospectively through the 
Financial Review Bill, and 

 

• The expenditure can be managed within existing levels of imprest supply. 

The existing levels of imprest supply refer to the imprest supply authorised by 

Parliament in the Imprest Supply (Second for 2010/11) Act 2010 which was in force in 

June 2011. 

 

That Act required that expenditure incurred under the Act must be appropriated in an 

Appropriation Act that comes into force on or before 30 June 2011.  If such expenditure 

was not appropriated before 30 June 2011, it became unappropriated and required 

validation by Parliament in a subsequent Appropriation Act. 
 

The expenditure was reported as unappropriated expenditure in the Financial 

Statements of the Government for the year ended 30 June 2011 and later validated in 

the Appropriation (2010/11 Financial Review) Act 2012 on 7 May 2012. 

 

The use of imprest supply for expenditure not included in the supplementary estimates 

is important as it constitutes parliamentary authority for the level of expenditure the 

government incurs over that time. 

 

Please note that this letter (with your personal details removed) and enclosed 

documents may be published on the Treasury website. 

 

This fully covers the information you requested.  You have the right to ask the 

Ombudsman to investigate and review my decision 

 

Yours sincerely 

 

 

 

 

 

Nicola Haslam 

Manager, Fiscal Reporting 
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From:          
Sent: Friday, 24 June 2011 2:32 p.m.
To: ^MOF: Dasha Leonova
Cc:                           
Subject: accounting/appropriations treatment

Hi Dasha 
 
I’d just like to let you know where we’ve got to regarding the accounting/appropriations treatment of expenditure on 
land, as reflected in the final version of the cab paper for Monday: 
 
• We have now received Council rating data for the red zones which indicates an upper bound for gross 

acquisition costs of $1.7 billion. The paper restates our previous estimate of net costs at $485-635 million, 
but we will recalculate this number over the next few weeks as more detailed information on the insurance 
situation emerges. 

• We think it is prudent to expense the assets because the assets have minimal value at this point. Given the 
discussions we’ve had regarding the future of the red zones, it’s important to emphasise that this is a matter of 
prudent management and that the Crown may be able to recover some value from the properties in the future. 

• The Auditor-General advises that the costs of acquisition must fall in the current fiscal year (2010/11) due to 
the specific nature of the commitment made to landowners on Thursday. But the Crown can also book the 
insurance payments it expects to receive in the current fiscal year, so long as we can come up with a decent 
estimate of what they’re likely to be. 

• This means that it’s the net costs of acquisition which will hit the operating balance – not the gross costs. 
The net costs can be managed within the Canterbury Earthquake Fund, so long as no major risks crystallise. Note 
however that this situation may change depending on how many properties in the orange zone flip into the red 
zone in the next couple of months. 

• Parliament must appropriate the full gross expenditure of $1.7 billion. There is no further opportunity for 
Parliament to appropriate this expenditure in 2010/11, so the expenditure will need to be approved 
retrospectively through the Financial Review Bill.  

• The expenditure can be managed within existing levels of imprest supply. 
 
 
Regards 
      
 
 
 

          | Analyst | The Treasury 

                                                  
    

CONFIDENTIALITY NOTICE 

The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended 

addressee: 

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733); 

b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  

 

Withheld under s9(2)(g)(i)
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Withheld under s9(2)(g)(i)

 

 

 

Doc 1
Page 1 of 3 Released



1

                   

From: Angela Ryan
Sent: Friday, 24 June 2011 4:27 p.m.
To: ^MOF: Dasha Leonova
Cc:                         
Subject: RE: accounting/appropriations treatment - Updated to incorporate impact on 2010/11 operating balance

[SEEMAIL] 

 
Hi Dasha, 
as discussed I’ve added two bullet points – last two, plus amended bullet 3 regarding insurance revenue. 
 
I’d just like to let you know where we’ve got to regarding the accounting/appropriations treatment of expenditure on land, as reflected in the final version of the cab paper for 
Monday: 
 
• We have now received Council rating data for the red zones which indicates an upper bound for gross acquisition costs of $1.7 billion. The paper restates our 

previous estimate of net costs at $485-635 million, but we will recalculate this number over the next few weeks as more detailed information on the insurance situation 
emerges. 

• We think it is prudent to expense the assets because the assets have minimal value at this point. Given the discussions we’ve had regarding the future of the red zones, 
it’s important to emphasise that this is a matter of prudent management and that the Crown may be able to recover some value from the properties in the future. 

• The Auditor-General advises that the costs of acquisition must fall in the current fiscal year (2010/11) due to the specific nature of the commitment made to 
landowners on Thursday. But the Crown can also book the insurance payments it expects to receive in the current fiscal year as revenue, so long as we can come up 
with a decent and supportable estimate of what they’re likely to be.  If we cannot provide an estimate that is supportable and verifiable there is a risk that the insurance 
revenue would not be able to be booked in 2010/11.  

• This means that it’s the net costs of acquisition which will hit the operating balance – not the gross costs. The net costs can be managed within the Canterbury 
Earthquake Fund, so long as no major risks crystallise. Note however that this situation may change depending on how many properties in the orange zone flip into the 
red zone in the next couple of months. 

• Parliament must appropriate the full gross expenditure of $1.7 billion. There is no further opportunity for Parliament to appropriate this expenditure in 2010/11, so the 
expenditure will need to be approved retrospectively through the Financial Review Bill.  

• The expenditure can be managed within existing levels of imprest supply. 
• While land remediation costs were forecast in 2011/12 it is likely that the current year’s contingency will be sufficient so the operating balance is not materially different to 

forecast as a result of yesterday’s announcement. However, this is very dependent on the net cost for the residential red zone costs remaining around $485-$635 million, 
and the costs of other 2010/11 CERF items not being materially different from forecast amounts.   

• In Budget 2011 we forecast a contingency of $593 million in 2010/11 (included in CERF “Yet to be allocated”).   Below is a reminder of the items of how the “yet to be 
allocated” amounts were forecast. 
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Angela Ryan | Senior Analyst | The Treasury 

Tel: +64 4 917 6102 | Angela.Ryan@treasury.govt.nz 
    

CONFIDENTIALITY NOTICE 

The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended addressee: 

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733); 

b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  
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