Reference: 20160368
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THE TREASURY

Kaitohutohu Kaupapa Rawa

Thank you for your Official Information Act request, received on 13 October 2016. You

requested the following:

“1. A copy of any reports, briefings and advice prepared by Treasury regarding

the 2016 Defence White Paper, since 1 January 2016;

2. A copy of any analysis or modelling undertaken by Treasury relating to the
forecast expenditure relating to the 2016 Defence White paper, since 1 January

2015

As indicated in my letter of 10 November, | decided under section 15A of the Official
Information Act to extend the time limit for deciding on your request by an additional 25
working days. The extension was required because of the consultations needed to

make a decision on your request.

Information Being Released

Please find enclosed the following documents:

Item | Date Document Description

Decision

1. | 26 February 2016 | Treasury Report: Briefing for
Cabinet National Security
Committee, Tuesday 1 March
2016

Release in part

2. | 1 April 2016 Treasury Report: Defence:
Agreeing a White Paper and
Indicative Funding

Release in part

3. | 1 April 2016 Treasury Report: Briefing for
Cabinet National Security
Committee, Tuesday, 5 April 2016

Release in part

4, 11 April 2016 Treasury Report: Defence White
Paper 2016: Briefing to Minister of
Finance and Minister of Defence

Release in part

5. 12 April 2016 Aide Memoire: Defence White Release in part
Paper: Meeting with Minister of T —
Defence PO Byx 3724
fettnaton
Mew Zealand

tel. 64-4-472 2733
fan. 64-4-473 0982
WA s UFY. g ovt N2



6. | 6 May 2016 Treasury Report: Briefing for Release in part
Cabinet National Security
Committee, Tuesday, 10 May 2016

7. | 16 May 2016 Pre-Cab Briefing 16 May Release in part

| 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:

o personal contact details of officials, under section 9(2)(a) — to protect the privacy
of natural persons, including deceased people,

o advice still under consideration, section 9(2)(f)(iv) — to maintain the current
constitutional conventions protecting the confidentiality of advice tendered by
Ministers and officials,

o 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, and

o commercially sensitive information, under section 9(2)(b)(ii) — to protect the
commercial position of the person who supplied the information, or who is the
subject of the information.

Some information has been deleted because it is not covered by the scope of your
request.

With regards to point 2 of your request, | can advise that Treasury did not undertake
any independent analysis or modelling of forecast expenditure relating to the 2016
Defence White Paper. We were comfortable with the modelling approach taken by the
New Zealand Defence Force (NZDF), and used the forecasts generated by its
modelling in our advice.

In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.

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

Colin Hall
Manager, Justice, Security and Government Services
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Treasury Report: Briefing for Cabinet National Security Committee -
Tuesday, 1 March 2016
>
Date: 26 February 2016 Report No: 2@1%;
VFi@\QWber: \\@zﬁi -NSC
N
Action Sought °
Action Sought De@(@@
Minister of Finance Read prior z\r\f)eeting uesday 1 March 2016
(Hon Bill English)
Associate Minister of Finance Rea 6ﬂ§\ ISC mee pm Tuesday, 1 March 2016
(Hon Steven Joyce) &
Associate Minister of Finance Ix\a\pnor to NS@@ 4.00 pm, Tuesday, 1 March 2016
(Hon Paula Bennett)
/" &\
Contact for Telephpné p{;‘.cusm qU|red)
Name )@Eﬁ{ Telephone 1st Contact
Warren Kilmartin nior Analyst 04 890 7423 (wk) S92@ v

—

04 917 6227 (wk)

ColinHall }V{énager s\LE:& Security
AN
\

Actions for the/lﬁ’%ger ’s Office Staff (if required)

Return the s /gn%&%y to Treasury.

Note any
feedback on
the quality of
the report

Enclosure: No

Treasury:3398859v1
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Treasury Report: Briefing for Cabinet National Security Committee -
Tuesday, 1 March 2016
Executive Summary
We are currently aware of three items on the National Security ittee agenda f6
Tuesday 1 March 2016. The table below identifies any releva pacts and/or
provides Treasury’s comments/recommendations on one o e remainin papers

which we are aware of, for which Treasury has no briefin ent, are’listed below the
table for completeness.

Vote Defence Force: 4 | do not support C%pg ti We do not support the
Defence White Paper — recommendations in this
capability and funding - S - = - paper. We recommend

b \lt9l that Cabinet either:
y _ \X N, R a. delay approval of the

DWP until more work is
done on the funding cost
pressures; or

b. approve the DWP
policy settings and
include the alternative
recommendations

% attached (Treasury
AN

)
%
{

preferred).

T2016/302 : Briefing for Cabinet National Security Committee - Tuesday, 1 March 2016 Page 2
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Recommended Action

We recommend that you read this report prior to the Cabinet National Security Committee
meeting at 4.00 pm on Tuesday, 1 March 2016.

Colin Hall
Manager, Justice and Security

Hon Bill English
Minister of Finance

T2016/302 : Briefing for Cabinet National Security Committee - Tuesday, 1 March 2016 Page 3
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Vote Defence Force: Defence White Paper — capability and funding

Responsible Person: Colin Hall, Manager, Justice & Security, 917 6227
First Contact Person: Warren Kilmartin, Senior Analyst, Justice & Security, 890 7423
Purpose

This paper seeks Cabinet agreement to:

. an updated Defence force structure; and

v
o delegate authority to the Minister of Defence to fin elease thg efence
White Paper 2016. (o
\V (\/
Comment ~ RN \/
Q=
1. The Treasury considers publishing the efenice White | DWP) as it

stands may expose the Government to't I@k; If the Defence
White Paper is published as recom ‘

s9(2)(9)(0)

sary fisc
this p

s9(2)(f(iv)
Long term affordability

y /ed substantial Defence spending to
2030 to deliver on 2 icy 'séttings s9@ M) of operating expenditure
and s9)(f)(iv) / cca expen ¢). The DMRR represented a significant and
unprecedente(}upﬁftjﬁ/defence spending and was the maximum amount that Cabinet
was willing to spend on the Defence Force at that time.

2. In 2013, through the

~—_

s9)(f(iv f(? Defence has started work to address

\ /\\
these issues%}ufmer work needs to be done.

4. s92)@)0)

Neithe he two funding options presented in this Cabinet paper are within
théMBMR envelope. s9)(A()
s9(2)(f)( After some

capability trade-offs (e.g. heavy airlift) Defence is proposing an option to meet
proposed updated DWP policy settings. The Defence proposed option is more
expensive again. The costs associated with the options are summarised in Table 1.

T2016/302 : Briefing for Cabinet National Security Committee - Tuesday, 1 March 2016 Page 4
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Table 1
($m)
Defence recosted DMRR | Defence preferred
capability (Alternative option above
DMRR total funding option) adjusted DMRR

Operating @I
Capital

\\ ) )
5.  Both options contain proposals for equipment a@rovisiog dforin the
port

DMRR (e.g. a significantly enhanced littoral

'neg\(;I cost s92)((iv)

Llp -

ip, incr

s9(2)()(iv) oL

6.  Our view is that the DMMR envelope alr ovides a sf mflp ntly improved
Defence Force that achieves the pr Y > White Paper policy. If
Cabinet wishes to consider additi di end it should do this

only when the full capital and o

7. Ino

a.

s9

rder to have comfo@\he flscal risk is.G > , Cabi ither:
direct that mo done ss( before the
DWP is release
envelope; or-—~

is worl bqidmclude an option within the DMRR

s
\\J
appr e
DWP withi

nce is fo{og’uc as it sends a strong signal about Cabinet’s

xpectation that %ﬁcg proactively manages its operating and capital cost

as pla
(¢ \
O

T2016/302 :

s9(2)(f)(iv) % This
approag/\% Id allow the Minister of Defence to publish the Defence White Paper

\/

Briefing for Cabinet National Security Committee - Tuesday, 1 March 2016 Page 5
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Treatment of cost assumptions

9.

The 2013 DMRR envelope was underpinned by assumptions for future inflation and
foreign exchange rates. We consider that there is a case for Cabinet to update
some of these assumptions so that the funding envelope remains current.
However, the approach Defence has taken to updating the cost assumptions in this
Cabinet paper has not yet been explained or approved by Ministers. We propose
that further work is done on a mechanism for updating the external assumptions
(i.e. external factors only, not extra equipment purchases) and we have included
this as part of the alternative recommendations (attached),. This would allow
Cabinet to be very clear with Defence about the fundi s
accountable for and must stay within over the Iong

Treasury Recommendation ‘--§§\/
10. We recommend you do not support the rec ndatlons in this-paper. We

Q

recommend that Cabinet either: R
a. _delay approval of the DWP until @ is don “rhe funding s9(2)(M(v)

s9(2)(N(iv) or \ ‘ j%
|nclude/t alt native recommendations

b.  approve the DWP policy s \5

/

attached (Treasury pref@

T2016/302 : Briefing for Cabinet National Security Committee - Tuesday, 1 March 2016 Page 6
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Alternative Recommendations (funding remains within the DMRR envelope)

1.  note that Cabinet agreed to the following indicative increases to the Defence
Force’s operating baselines from 2014/15 to 2029/30 as part of the Defence Mid-
Point Rebalancing Review [CAB MIN (13) 39/5];

$m — increase / (decrease)

DMRR Track 1 2015116 | 2016/17 | 2017/18 | 2018/19 | 2019/20
S9(2(0()

202021 | 2021/22 | 2022123 | 2023/24(| 2024/25 |

$9@)(H(i) @
2025/ Kgobem‘ é@w 2028/29‘ 2029/30‘
&

s9
N N
2. note that the Defe id-Point Reb ‘iﬁ_q Review funding track (Track 1)

provisioned for t ital enditure” s9@MM) consisting of

accumulated dep( 3 ::a:ﬂ\ i jéeftions, between 2013/14 to 2029/30;
C~/
3 agree that \2@4 Defence t Rebalancing Review funding track (Track 1)

m id 2 above be used as the basis, for planning
purposes, he level of N operating and capital funding out to 2029/30,

underpinning 1 32016We White Paper;
4. é%@ the enceMid-Point Rebalancing Review funding track (Track 1)

g-and capital envelope that Defence must manage within;

5. direct the
Minister

e Force and the Ministry of Defence to report to the Responsible
tentions to manaae operating and capital s9(2)(f)(iv)

89(2)(f)(iV)< %%

6. dirg/'ti‘ﬁg reasury, the Ministry of Defence and the New Zealand Defence Force
to reportto Joint Ministers (Finance and Defence) with options to manage external
financial assumptions underpinning the Defence Mid-Point Rebalancing Review
funding track; and

7. agree that the responsibility for the finalisation and publication of the Defence
White Paper 2016 is delegated to the Minister of Defence.

T2016/302 : Briefing for Cabinet National Security Committee - Tuesday, 1 March 2016 Page 7



Treasury Report: Defence: Agreeing a White Paper and Indicative Funding

Doc 2

Page 8 of 43

Date: 1 April 2016

Report No:

File Number:

Action Sought

N
O

Action Sought

k/@liner

Minister of Finance
(Hon Bill English)

: i r@\‘\p%age

Consi
the s ted altern

mme

ations
S@g ity Commﬂt{?@

th
d with th
ite Pa pe

Associate Minister of Finance

/

vl

(Hon Steven Joyce) ,/ &
Associate Minister of Fin ( /
(Hon Paula Bennett) y 7

efore NSC meeting on 5 April
16

Contact fqﬁ%one Dls

on (if required)

) N
Name Q T Pos}tiq Telephone 1st Contact
Stephen Goodman | Senior Analyst 04 890 7238 (wk)  |S°@@ v
Colin Hall \aqé%é'r, Justice and | 04 917 6227 (wk)
curity
(N
()

Actions fo\rtﬁé Minister’s Office Staff (if required)

Return the signed report to Treasury.

Note any
feedback on
the quality of
the report

Enclosure: Yes (attached)

Treasury:3421969v1
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Treasury Report: Defence: Agreeing a White Paper and Indicative

Funding
Executive Summary
. The National Security Committee (NSC) on 5 April is ask prove a D e
White Paper, indicative capabilities and funding — refre efencel\?l)d-

Rebalancing Review (DMRR).

Different views have emerged as to Cabinet’s ex;él%%n when it ag éy%d\f(o DMRR.
We understood that the DMRR set a cap of D cee endltura\ (2)(

s9(2)(9)() . When considering
the current papers Cabinet may wish to c%\ pectatlons 11\ egard to ongoing
Defence spending.

\\ ) )
Defence has proposed two optlons K %3/6 vility and@ .

o] Alternative Defence Forc i the DM al/envelope)
tlng spending and s9)(f(iv)

In the Defende Sre ferred op@waqe bill will increase s9(2)(f)(iv)
iv)

in the n i gars s9(2)(f)(i Before 2020 the

personnehcosts are off y Jower operating costs, inflation and depreciation from
d , but thgfes t'is’a more-expensive Defence Force overall.

™ NN >
@50 ce capab4 ns include:
Ice-ca%ﬁ@ﬁeﬁhore Patrol Vessel s9)0(v) and
o] en elligence and cyber security s9(2)(®)(iv)

o
The Qe\ﬁe“ e-preferred option includes additional costs associated with:
P

o] \i\cfé-strengthening for the replacement tanker s9(2)(b)(i)

o] enhanced dive tender replacement s9(2)(f)(iv) capital)

0] additional air surveillance s9(2®(iv) al), and
o new minor projects added by Defence s92H\) capital).
s9(2)(f)(iv)

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 2
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. The updated DMRR is already an affordability challenge and the Defence-preferred
option adds to that affordability challenge: The updated DMRR requires:

0 operating Budget bids s9(2)(®)(iv)
s9(2)(f(iv) and

ed off by Cabinetyou may
ing, both in s of the
ure b|ds/for |n ses

0 capital injections s9(2)((iv)
s9(2)(f)(iv)

. If the Defence White Paper and its associated costs are si
have less ability to manaae the onaoinag level of Defence
s9(2)(P(iv)
in capability.

. To address this risk your options are to: &

0  choose the Alternative Force structure Q\L,

o] choose the Alternative Force struct invi Responsible Minister to
managed. N
g y{\\/

. We recommend that Cabmet e‘ the AIte ah rce as it best manages the fiscal
risk, results in an enhancedL efentfe Force (with e limitations if Defence is not able
to find efficiencies), an éQq; ear expect tt@nse efence for ongoing management of
Defence spending.

S
. Under this option Gablﬁe an still Eerﬁroposals for increased capability and
funding through lndlvitfy/al busin s and Cabinet could invite the Minister of
Defence to so\\f%r r specific Oje%tS

3 We havg at alternative re mendations if you wish Cabinet to:

e AItergativ ce structure

o] clarify ’we&e@ord of the Defence White Paper to further manage fiscal risk.

Recommey@giytion

We recorﬁm mat you:

\ ~ )
a note that Cabinet is asked to agree to:

o releasing a refreshed Defence White Paper; and

o indicative capability and, by default, funding

b note that it is currently unclear whether the DMRR indicative funding track represents a
cap on Defence spending and you may wish to clarify Cabinet’s expectations when
these papers are discussed

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 3
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¢ note that Cabinet is presented with two options for preferred capability and funding:
) Alternative Force (within updated DMRR funding)

o Defence-preferred Force (extra s9(2)(f(iv) capital, s9@)(®(iv)

s9(2)(f)(iv)
0 nal capﬂa&ment

decisions a{e better

v

rnétvge Force

d s9(2)(A(iv)

e note there are questions about the value for money o
in the Defence-preferred Force and Treasury conS|d
addressed in individual business cases

f note Treasury’s recommendation that Cabine should select the A
Structure, as it best enables Cabinet to: /

. publish the Defence White Paper
o choose the equipment it want

O~
N ¢ )
o set the right incentives fo éfﬁnce ton ap:ag ngoing defence spending

g note that if Cabinet ¢ ﬁe\{e Alternan\%cé Structure, Cabinet will still be able to
consider higher Ieve bility in |h0{ business cases
/
alternatlve recommendations attached to this

o improve affordability, and

h consider whe’?\er yo/Uylsh to ta
report,and %, - >
i indicate v@\é eet with Treasury officials before 5 April to discuss

Justice & y

\ \ \
,,,/

o N ‘ /" Y% N .
Colin Hall Q
Manager

S

Hon Bill English Hon Steven Joyce Hon Paula Bennett
Minister of Finance Associate Minister of Finance Associate Minister of Finance

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 4
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Treasury Report: Defence: Agreeing a White Paper and indicative
funding

Purpose of Report

1. This report advises you of Cabinet’s options to manage the capability and funding
underpinning a refreshed Defence White Paper, to be considered by the National
Security Committee (NSC) on 5 April 2016. &

7

Background \\ //1

2. In 2015, Cabinet provisionally endorsed a refresh of nce poli Twroles tasks
and priorities of Defence have not changed since the 2010 De ne hite Paper and

the 2013 Defence Mid-Point Rebalancing Review (DMRR). However, given an
evolving environment Defence signalled that there will be mcKas"n demands in some
areas, most notably Antarctica, domestic te m and fi ‘within New Zealand’s

3. On 1 March 2016, NSC consid ilities aQ;ifgndlng proposed for the
Defence White Paper. Defe diti \ﬁpltal funding and signalling
extra operating costs above th Nig SC-16-MIN-0003). NSC asked

has prepared two Cabinet Papers on

for more information and omquently, %m:
capability and funding %\(ely B Ny
/’ —
4.  Our previous advi ioned that rb% the release of the Defence White Paper
s9(2)(9)() ie would

expose the GQ(/ nm(en’( to fiscal’ aterial spending above the DMRR

oreign e , wage increases and inflationary factors) from those

(T2016/302 \5
5. Officialgt\Ero that thz De&White Paper be underpinned by updated external

MRR. '(h\th ury has provided the external assumptions for Defence’s
similar w. tc\ "DMRR process. The new assumptions are in line with

N
|

ééu\gc Economic a cal Update forecasts and forward exchange rates able to be

purchased by the\NZD O. The two Defence Force options in the Cabinet Paper are

based on the updated assumptions.

negligible before 2020. Inflation and wage growth is moderately softer than the DMRR
in tﬁe’ﬂ\e\a erm. In the 2020s, changes to exchange rate assumptions are the prime
comﬁbu utor to the significant increase in capital costs.

Updated DMRR Assumptions: 14-year aggregate costs

($m) Operating Capital

2013 DMRR s9(2)(N(v)

2015 Updated Assumptions

Difference

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 5
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Ensuring right mechanisms and incentives are in place

There difference of opinion about what Cabinet’s agreement to DMRR constituted.
The Treasury understood that Ministers expected DMRR to act as a fiscal cap and if
there were cost pressures, Defence was expected to offer trade-offs before further

However the DMRR recommendations were not explicit about the set of arrangements
to manage the fiscal envelope beyond the first four years and an alternative view is that
if there are increases to the capability required and/or the costs of buying and running
Defence equipment, the Government would need to fund them by default.

1 The totals vary from those in the Cabinet paper as sunk costs have been excluded.

T2016/555 : Defence: Agreeing a White Paper and indicative funding
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13. Capital cost pressures of Defence equipment have grown s9()((v)
s9(2)(f)(iv) The cost
pressures include s9@)()(iv) minor projects (under Cabinet approval threshold).

14. To best manage the ongoing fiscal risks associated with defence spending we think it is
critical to put in place mechanisms that provide Defence with appropriate incentives to
make the necessary decisions and trade-offs in defence spending and to ensure it
operates efficiently. Putting in place a spending cap within which Defence is required to
operate is one way of achieving this. Such a cap could be revisited by Cabinet in the
future if circumstances warranted such a revision.

15. In considering the current two papers, we recommend that.C et makés#s

expectations explicit about the ongoing funding arrang S for defenc \an

particular whether the agreed funding track represe vel of funcﬁ wh|ch
trade-offs need to be made as priorities change inresponse to a han%s/@ the
environment..

16. We also recommend further work betwee and thé Tr ea: to advise you of
mechanisms to manage the indicative fz Ine ing: this would mclude
advice for Ministers on how to mana X
and ensure that Cabinet has optlon

Selecting a preferred force < stkhcture RN

17. Defence has provide \{ted optlor\Y\\Nce Structures”) in the current papers.
The following tablc,{s%u rise th of the options, with DMRR (using updated
assumptions) L{J,seda59baselln mparison.

Defence—preferr@m;\gg ructure&

ate costs to 2030

- (sm) Q Operating Capital
Defence-@é@éd/ Force Sfr @

D|ffere/\née fr@w{ Updateéq\l\lkké

Alternative Force r re/ aggregate costs to 2030

@@m& Operating Capital

Defence- pref&@@ Force Structure 90O

leferencef?erp Updated DMRR

Key equipment differences in force structure options

18. Both options maintain the broad range of capabilities that the Defence Force can offer?,
and both options are underpinned by substantively the same indicative equipment
purchases as the DMRR, other than the material variations outlined below.

2 The capabilities are: Defending New Zealand’s Sovereignty; Resource and Border Protection,
Antarctic Operations, Aid to Civil Authorities; Support to the Community; Stability and Support
Operations; Land Combat Operations; Projecting and Sustaining Military Operations Offshore;
Maritime Combat Operations; and Humanitarian Assistance and Capacity Building.

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 7
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Equipment updates contained in both Force Structures

19. Both options contain further capital and operating investment that is affordable within
DMRR for the following capabilities:

o ice-capable offshore patrol vessel s9)(®)(v) and
. enhanced intelligence and cyber security s9()®)(v) operating, s9(2)(f)(iv)
capital).
pital) //\
20. According to Defence, these two investments rank h|gh @f value fi r}‘none

using the DMRR methodology. Given that Defence |Sprpb$mg to trade qff thhm the
DMRR to afford both of these indicative investmen ég es%\afddmons(app\aar logical.
Cabinet should still expect to see business cases¢ e?approvmg the ?lyestment
ON
Equipment in the Defence-preferred force<sxructure (marg@al Q?)Qve alternative
force >N S
) YT (QP
/ </\\\\\ D, /’J
21. The following equipment makes up Lhéfnam add|t|on§/mthe Defence preferred force
structure:

e ice-strengthening for repk%én\ﬁ tanker g@i\l)\\w

AN \ ) )
. enhanced dive ten/er repécefnent MQ capital)

o additional air su \Ha}'rﬁ 9OV & Q capital) and
o new minor pr/p;ectga/dded by /D}feﬁce }9(2)(0(IV) capital).

22. The Treasury partmpatéd ind téletﬁ&%fence workshops over 2015 to develop the
Force Stru;t@)@s {n the Tregsy Ew there are questions about these additional
investme \

/T%queOCablnet \ﬂoukmeed be satisfied of the cost-benefit of ice-strengthening

eérl? analysqs mdlca}és that leasing this capability when required would be
ré cost effeql\(e( ~

<\ / \\/

\fnhance iv bnder s9(2)(M(iv)
s9(2)(0(|@

B3

. f//yr‘@\\u?veiuance: $92)(N(W)
s9(2)(f(iv) U

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 8
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Key trade-off for both options — _

23.

24.

25.

Fiscal Context %

26. @%MRR, the planned level of Defence investment
lity llenge. Under the updated DMRR (and Alternative

,/Defence will need:
every year SS@0O®

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 9
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27. The Defence-preferred option adds sa@@w  of extra capital expenditure on top of
the Updated DMRR. ﬁ
@M

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 10
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28.

We have evaluated the two options using the following factors:

) the extent to which they achieve the Government’s defence policy — Cabinet will
want to know that it is getting the equipment they want to underpin its policy

) whether they are affordable — within current fiscal constraints (sustainability), and

) provide good incentives for the Defence Force —
running Defence efficiently and offering Cabinet inv.

efficient as possible (efficiency and control).

incl

ing a commitmentto
t optlons t as

( \

29. The following table is a summary of how the optlo& re agalns{tlgx;set,/tena

Alternative Force Structure
(Treasury preferred)

Proposed O\I‘Q
preferred)"

tructure (Defence

Achieves Policy

New investment in cyber se ?f{
(network defence), intell en nd’an
ice-strengthened offsh g\a:;l
Existing capabiliti ed’in the
DMRR are ma@;\n ut Defen@
advises that ther wrﬂ)ae some lével
of I|m|tat|o |nD\ efence respopse

i \fuhdln for a 'c@
ing funding
ker enhanc

tra air /&&}lce

All the eq\bment purchases in the
Alt Force, plus extra spending
ent in:

0 106-

\\§nhanced replacement of the
Manawanui dive tender

engthened tanker

e extra air surveillance s9(2)(f)(iv)

e minor projects.

Affordable

Srating s9(2)()(iv)

s9(2)(f)(iv)

Extra s9(2)(H)(iv)
DMRR s9(2)(f)(iv)
s9(2)(A(iv)

Extra s9(2)(f)(iv)
DMRR.

operating above

capital above

op sts within DMRR.

w@efe(nc expected to produce trade-

Defence\f;}ﬁ:ﬁly needs to manage

Less pressure on Defence to s9(2)(f)(iv)
s9(2)(A(iv)

incentives offsfo for Cabinet consideration if
%her investment above DMRR is
ght.
Reduces fiscal risk. Offers greater depth in capability.
Pros/‘/éié\\\‘ Ministers still have the option to Offers Defence greater levels of
=/ increase capability and funding at funding certainty.

individual business cases.

5 The capabilities are:

Defending New Zealand’'s sovereignty; Resource and Border Protection,

Antarctic Operations, Aid to Civil Authorities; Support to the Community; Stability and Support
Operations; Land Combat Operations; Projecting and Sustaining Military Operations Offshore;
Maritime Combat Operations; and Humanitarian Assistance and Capacity Building.

T2016/555 : Defence: Agreeing a White Paper and indicative funding
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Your options

30. We are assuming that Cabinet wants to:
o help the Minister of Defence publish the Defence White Paper
. choose the equipment it wants to achieve policy
) ensure affordability

. provide good incentives for Defence to be as afford nd efficient &sible.

31. In order to achieve these goals, your options broadly

\\ 7,
o Agree to the proposed Defence White P rce structure aaygkéosts If

Cabinet agrees to the preferred option, it will result in the ad costs above
DMRR. The s9@®) extra capital costs will be provi

fundina envelope. s9()®(iv)
s9(2)(F)(iv)

. Choose Alternative F %r e eelects the alternative option,
Cabinet would hold opera | level provisioned in DMRR, and
expect the Defence oe to mana @s\:fo\ ast cost increases. Cabinet would

investment in ice strengthening a tanker,

( extra surveillance above DMRR. If

g in these business cases, they would need

innovations (e.g. multi-use equipment).

o natlve F d invite the Minister of Defence to propose
cost-p ptions as pa f business cases. A fall-back option is for Cabinet
g@the Alter rce, and invite the Responsible Minister to table
@ Is for a d\/on investment in:
o)

ice- stren ed tanker

\ \ 9
,anw replacement (dive tender)

an enhanced ,
Defence sou
to come gapw”th ’f/ade offs

itional air surveillance.

0

/" Pursuing this fall-back option may need to be carefully managed, as you would
\ \need to consider the pros and cons of encouraging Defence to present cost plus

opﬁons as a matter of routine, as opposed to expecting them to manage within

an envelope.

o Delay until you have confidence that fiscal risk is managed. A final option is
for Cabinet to delay if you do not have confidence that the fiscal risk is managed.
s9(2)(N(iv)
s9(2)(N(iv) The main drawback is that the Minister of Defence is not able to
publish the Defence White Paper.

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 12
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Treasury advice

32.

33.

34.

35.

36.

We recommend that Cabinet choose the Alternative Force. The Alternative Force
results in a significantly enhanced Defence Force through an unprecedented level of
Defence expenditure over the next 14 years. The investment is in line with the DMRR,
s9(2)(M(iv)

Choosina the Alternative Force sets the expectation that Defence must manage s9@)®(iv)
s9(2)()(iv) within the DMRR baselines. Maintaining capital levels within
DMRR will encourage Defence to look for innovation (e.q. multi-use equipment) s9(2)(f)(iv)
s9(2)(f(iv)

Cabinet does not need to make decisions on the precise equipment it \yyé@ts,hc\nw. In
our view, the value to Cabinet of a costed White Paper process is to é‘&ﬂherb{oad
direction, capabilities and cost that Cabinet is comfortable with (e.g. ne vva{(‘,émbat,

humanitarian assistance), but not to decide o ’pc;ividul pieces,,@& uipment in detail
(e.g. oil tanker, dive tender replacements). a%irjétfnay also wa t to remain flexible
cific) to allqv‘y«y« ]

with its broad Defence policy (rather than adjust to an ever
changing security and fiscal environmer t.\\ \\,//1‘
\out he valu@y of the additional

e Stri

red Force re (for the ice-

We consider that there are questio
investment proposed in the Defe cre%r

strengthened tanker, dive tend ement a tra-surveillance s9Q)A(v) that
would need to be addressed in business cases. jill be considering the business
cases for the tanker and dive tender’in 201 6@%@
s9(2)()(iv) N\ Y LN

™) P 0
If Cabinet did wish t ider the additional\investment being proposed by the Minister

of Defence, there may- lue in the fall back option of inviting the Minister of Defence
to present the ?\rgpos;aj/s? for incre s part of business cases.

Regardless t\hy pﬁon cho we recommend that Cabinet is explicit that it expects
Defence t rate within a fi cap over the long term.

Text of@m; White@épex

Sy L N\ :
37. %Mencien consulted on the White Paper’s development. $9(2)(@)()
s9(2)()ti)

has off One way in which you could do this is to include a paragraph in the
fore/vyg\ ng the following lines to explain that capabilities are indicative only.
(N
Thi&b«;fe‘nce White Paper points to the current and future capabilities (equipment,
people and know-how) that may underpin the Defence Force. Future investment in the
Defence Force’s capabilities may differ, as the Government considers individual
business cases to ensure the equipment meets current need, offers value for money
and is affordable in the fiscal environment.

s9(2)(9)(0) % However to manage the fiscal
risk, you % to have explicit clarification that Cabinet is not pre-committed and
(o]

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 13
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Alternative Recommendations

38. We have attached alternative recommendations if you wish to clarify aspects of the
Cabinet decisions:

Recommendations 1a: select the Alternative Force structure and set a fiscal cap
for Defence spending (Treasury preferred)

Recommendations 1b: select Defence-preferred Force and clarify fiscal cap for

Defence spending (Defence preferred Force Structur i i
Recommendation 2: invite the Responsible Minis it bidsf()?a(d\ nal
funding as part of business cases \\//‘
Recommendation 3: clarification to be made&g of the d aft%%g/ﬁée White
Paper. N

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 14
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Alternative Recommendations 1a: select the Alternative Force structure and set a
fiscal cap for Defence spending. (Replace Recommendations 8 to 17 inclusive)

Preferred option

1. agree that the alternative force structure be used as the basis for planning
purposes for the level of operating and capital for the Defence Force to

2029/30;
Indicative funding @ P
N \\\\\\j/\‘1
2. agree that the funding track for Defence Forc erating exper{g\@re:rémains

at the level of the Defence Mid-Point Rebalancing Review, updated for current
assumptions for foreign exchange and in&bn, comprisi "the fol owing

indicative baseline increases: ~

(¢ ~\

$m— incryé;ééWease) N, |
Alternative force structure | 2015/16 2016/17 | 2@@% 2018119 | 2019/20

funding s9(2)

202021 | 2024/22 | 2022/23 | 2023/24 | 2024/25

OW)
S

AN
@
s9(

3. g%%e\fhat the inc vé level of total capital expenditure remain at the level of
the efence;g iti—BB;i t Rebalancing Review, updated for current assumptions

56 ‘ 2026/27 ‘ 2027/28 ‘ 2028/29 ‘ 2029/30 ‘

for foreign nge and inflation, s9@)H(w) to 2029/30 to be funded
from De %%ﬂ ce accumulated depreciation with the shortfall funded by
capit j S;

O\

4. agr@e}hét the funding track outlined in Recommendations 2 and 3 above
repreé%ts a funding cap within which the Defence Force is expected to
manage — if funding above this cap is sought then Ministers will be presented
with trade-offs for consideration before decisions on additional investment are

made;

5. note that Defence is advising that it will need to revalidate the costs of the
Alternative Force structure to a Budget quality level of detail;

6. direct Defence to report to Joint Ministers (Defence and Finance) on the
revalidated profile, provided it is affordable within the cap outlined in
Recommendations 2 and 3 above, by November 2016;

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 15
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7. note that Ministers may wish to re-examine the funding cap when defence
policy is reviewed to ensure policy and funding remain aligned;
Further work
8. direct the Defence Force and Ministry of Defence, in consultation with central
agencies, to undertake a series of work by mid 2017 s9)®(v)
s9(2)()(iv) - with
the aim of improving Defence Force’s operating cost (f)(iv)
s9(2)(f)(iv) o
{ @ (\\
. . . - . é\\\.\k\n:gn
9. direct officials to report to Joint Ministers (De e Finance).in mi 2016 to
agree the scope of the work outlined in Recommendation 6 above;(
Q =
10. to Joint Ministers (Defence and

direct Defence and Treasury officials F LM
Finance) by November 2016 on mech: for the ongoing management of
r% jations @Gémve, including

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 16
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Recommendations 1b: select Defence-preferred Force and clarify fiscal cap for
Defence spending (Defence preferred Force Structure). (Additional Recommendation
after Recommendation 9)

Indicative funding

1.

invite Defence to report to Cabinet to re-establish a cap on operating
expenditure following the review of operating costs to be completed in mid

2017 %
note that Ministers may wish to re-examine the f% p when ‘d feﬁce

policy is reviewed to ensure policy and fundin

ligned < /

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 17
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Recommendation 2: invite the Minister of Defence to submit bids for additional
funding as part of business cases. (Additional Recommendation)

1. Invite the Responsible Minister to submit proposals for additional investment
above the level of the Defence Mid-Point Rebalancing Review, updated for
current assumptions for foreign exchange and inflation, for the following:

a. Replacement of the tanker Endeavour

b. Replacement of the dive tender Manawanui @ - &

e\

N >

NS

c. Replacement of the air surveillance flee

)

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 18
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Recommendations 3: clarification to be made to text of the draft Defence White
Paper. (Additional Recommendation)

1. agree to the following addition to the Defence White Paper foreword:

“This Defence White Paper points to the current and future capabilities
(equipment, people and know-how) that may underpin the Defence Force.
Future investment in the Defence Force’s capabilities may differ, as the
Government considers individual business cases to e the equip t
meets current need, offers value for money and is in the fisca
environment.” L9

<- N>

NS

T2016/555 : Defence: Agreeing a White Paper and indicative funding Page 19
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Date:

1 April 2016

Reporo:

2@159;

VFi@\th?ber: W}\/
N

Action Sought °

Action Sought | Deadline
Minister of Finance Read prior z\r\f)eeting Egﬁésday, 5 April 2016
(Hon Bill English)
Associate Minister of Finance Rea 6ﬂ§\ SC mee \7 Tuesday, 5 April 2016
(Hon Steven Joyce) &
Associate Minister of Finance I&a@prlor to NS@@ Tuesday, 5 April 2016
(Hon Paula Bennett) R

/" &\
Contact for Telephpné p{;‘.cusm qU|red)
Name ﬁ?;\ Telephone 1st Contact
Stephen Goodma/r\ S\érﬁf Analyst 04 890 7238 (wk)  s9(2)(@) v
Colin Hall anager 04 917 6227 (wk)
Security <

O -
N -
Actions%obthe Minister's Office Staff (if required)

Return the sign@@}b}ﬂeasuw.

((
)]

NED

Note any
feedback on
the quality of
the report

Enclosure: No

Treasury:3423066v1
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Treasury Report: Briefing for Cabinet National Security Committee
Tuesday, 5 April 2016

Below redaction removed as out of scope of request

Executive Summary

We are currently aware of items on the Cabinet National ity Commltt enda

on Tuesday 5 April 2016.
Removed as out of scope of request @

. Defence White Paper 2016:
. Defence White Paper 2016: (

These two papers see
funding, and approva bli nce White Paper. We have prowded you
with a separate br(flh vering th MO papers (T2016/555), recommending that
Cabinet select he\“A}ter ative F ption and suggesting some alternative
recommendati ns, _for-your consi

Recommeng% %
We recor%%? at you r&aq/\lsvr/port prior to the Cabinet National Security Committee on
0p

Tuesday 5/April 2016 at4.00, 5(1

Colin Hal %/
Manager, Just% ecurity

Hon Bill English Hon Steven Joyce Hon Paula Bennett
Minister of Finance Associate Minister of Finance Associate Minister of Finance

T2016/575 : Briefing for Cabinet Committee on Domestic and External Security Co-ordination Tuesday, 5 April 2016
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Treasury Report: Defence White paper 2016: Briefing to Minister of
Finance and Minister of Defence

Date: 11 April 2016 Report No: T2016/647
File Number: RL—3

7

/

Action Sought \J)

(

Action Sought N Deadline

Minister of Finance N/A

(Hon Bill English) note the contents of this advi

direct officials to update

Paper(s) to reflect thi w
Mlnlsters

Minister of Defence note the cont \)QF}S advice. V\:\/ N/A

(Hon Gerry Brownlee)
direct ofﬁma%uﬂdate the r

(Cal
Paper @aﬂectthls ad C@an

Minist ~/

/C} R \\://‘
Contact for TeleﬁQer{eﬁlscus%' if required)
Name @ogﬂ?on Telephone 1st Contact
Stephen Goy@anvynior Analyst 04 890 7238 (wk)  [s9(2@) v
Colin Hall Manag Ius\ttse/and 04 917 6227 (wk)
Q\f”\ Sec%

%\
Actions foy@l ister’s Office Staff (if required)

Return the igﬁéd@port to Treasury.
)

Note any
feedback on
the quality of
the report
Enclosure: No

T2016/647 : Defence White paper 2016: Briefing to Minister of Finance and Minister of Defence Page 1
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Reference:  T2016/649 SH-14-1-2

Date: 12 April 2016

To: Minister of Finance (Hon Bill English)

Deadline: 5.30pm, Wednesday 13 April @ &
Aide Memoire: Defence White Paper: Mee! ith Mgmaterpf
Defence =

>
¥4
You are meeting with the Minister of Defence o ,édnesday 13 pﬁha :30pm to discuss

the capabilities of a refreshed Defence White Pa eR(DWP) Ministers have been
presented with two broad options in a joint bfi per (T201Q :

. Option 1: funding within the Defe Cé\;d
envelope (updated for new assumg |

above the updated DMRR s9(2)

s9(2)(7)(iv) N
-\

Background ii) W)
As part of the White ffe;éer\ cess t

been updated to gstabhsﬁ/a new b

\ N\ )
\/ﬁbnfdmﬁc assumptions underlying DMRR have
line (a reduction in operating costs S9(2)®(v)
capital injections s9(2)(f)(iv)
s9(2)(A(iv)

In additio

e has “ &9§t/eq the force structure on which DMRR is based to
SUe ch as lower attrition, higher average salary rates, delays in capital

\apﬁgrépending.
8

environment

prOf@Z
Option mclude&ﬁon al capability above DMRR to address changes to the security

Increme anges to Updated DMRR Costs (total costs 2013/14 — 2029/30)

o P > DMRR updated Recosted DMRR .

\ \\‘ assumptions | (cost pressures) Option 2
Personhéf"e{xpenses s9(2)(H(v)

Other operating expenses

Depreciation

Capital charge

Operating costs

Capital expenditure

Capital Injections

Treasury:3429402v2 1
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Option 1 trades off capability to address cost pressures (i.e. both operating and capital
costs are close to the updated DMRR) but capital injections are s92)((iv) above
DMRR due to significantly lower depreciation.

Key issues

There are two key issues in considering the DWP:
o the value and associated cost of the additional cap:

o the significant increase in the operating and capi
capital injections, associated with the “recostin

Defence is planning to undertake work over th
s9(2)((iv) to seek
s9(2)(f)(iv) S9(2)(9)(I
s9(2)(9)(i) s9(2)(f)(

s9(2)(A)(iv) %@;
) \

Possible discussion points

o whether the desi’Péd ca ablllty i \en’ann be delivered at a lower cost, and

o how Cablné Qan set/ expec’g Defence to get a better balance between

desired b\ltj/ and fis meters.

Value of at ént

\ \\\ )\
o Why do %fovernment need to provision for this extra capability now (instead
of waiti f?r siness cases)?

Increa;efri ] c<§§ts associated with the “recosting” of the DMRR force structure

39(2)«)@@

Stephen Goodman, Senior Analyst, Justice & Security, 04 890 7238
Colin Hall, Manager, Justice & Security, 04 917 6227

Treasury:3429402v2 2
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Yo
Date: 6 May 2016 Report No: 2016/835
VFi@\QWber: \S{N?—?Z/

Action Sought

Q‘,

Action Sought

Dead}ge\\\

Minister of Finance
(Hon Bill English)

Read prior to &Q\%

@?@esday 10 May 2016

Associate Minister of Finance

(Hon Steven Joyce)

Read p@% meetlng

\\gp’m Tuesday, 10 May 2016

Associate Minister of Finance

(Hon Paula Bennett)

\rorto NSC meeting
% /,/n%

4.00 pm, Tuesday, 10 May 2016

(N N
Contact for Telephpné p{;‘.cusm quired)
Name ' 7 \ Telephone 1st Contact
Colin Hall W \aQé@usuce and Security 04 917 6227 (wk) |S9@)@

Actions }@Ministy&%e Staff (if required)

Return the\s@;ed reporktbﬁ\/'ljf%gury.

Note any
feedback on
the quality of |
the report ‘/(«\

\

NG

Enclosure: No

Treasury:3447765v1
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Treasury Report: Briefing for Cabinet National Security Committee
Tuesday, 10 May 2016

Executive Summary

We are currently aware of . items on the Cabinet National Se Commlttee
agenda for Tuesday 10 May 2016. Two of these paper relate ence th
The table below identifies any relevant fiscal i | prowde§ Tréasur‘y S

comments and recommendations on these papers.

Title Pg | Recommend Fiscal Im[}l«;{ak éﬁ GST excl l\ iﬁeasury Comment
15/16 ?ﬁ 18/19 ‘D

Defence White Paper 3 | Support but Ope t}rgb \w We recommend you

2016: Capability, and choose the - ﬁ& support the alternate

alternate force - force structure.

Defence White Paper truct

2016: Funding structdre w| There are no immediate
) ) fiscal impacts although

j/ the updated funding path
\ - will feed into future
Budgets.

All redactions on this page removed a: @p of reques!

We recommend t \bu re/ad this report prior to the Cabinet National Security Committee
meeting at 4.00 esday, 10 May 2016.

/,— ~
\ \\\
)

Colin Hall
Manager, Justice and Security

Hon Bill English Hon Steven Joyce Hon Paula Bennett
Minister of Finance Associate Minister of Finance Associate Minister of Finance

T2016/835 : Briefing for Cabinet National Security Committee Tuesday, 10 May 2016 Page 2
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Defence White Paper 2016: Capability and Funding Papers
Responsible Person: Colin Hall, Justice & Security, 917 6227

Purpose

The two papers on the Defence White Paper (DWP) seek agreement to the:

. preferred force structure and its use in Defence plannlng

. level of operating and capital funding to 2019/20 associ the preférred
structure, and ,//:
. arrangements for the release of the Defence Whl@é% 016. \\ ( >

Comment Q 7

Government’s defence policy objectives to 2 30\n eyond. %

\ )
The Capability paper presents two po ,s?b\ ree struct the preferred and alternate
structures. ' (3

to replace the 6 P-3s flying

. increasing the air survej %6 capablllty g/m
now

. ice-strengthening w%

N\
d third %e% patrol vessel and replacement naval tanker
so they can suppq

sts in the Southern Ocean and Antarctica

a vessel that(bg/ter s/upport -ope ns from the sea onto land (littoral support),
P

tect Defence Force networks at home and abroad, and

srsonnel to help maintain awareness of New Zealand's
%’:\nd to support operations overseas.

The preferned )sfructure requires additional spendina above the updated Defence Mid-point
Rebalancing Review (DMRR) - operating costs s9(2)(f)(iv) capital costs s9(2)(H(iv)
and capital injections s9(2)(f)(iv)

Of the s9(2)(H(iv) increase in the capital costs associated with the preferred force
structure, only s92)®)(iv) relates to new capability — the gross s9(2)(H(iv) cost of new
capability is largely offset by trade-offs. s9@)()(iv)

s9(2)(H(v) totalling s9(2)(f)(iv) Other increases are driven by changes to the costs
of the equipment “exemplars” underlying DMRR s9(2)(f)(iv) and additional/recosted minor
projects and other changes since DMRR s9()(®)(iv) Annex A in the Funding paper
provides a breakdown of the various components of the capital cost changes since DMRR.

A key consideration in deciding which of the two force structures Cabinet should approve is
balancing the additional capability delivered by the preferred structure with its cost and

T2016/835 : Briefing for Cabinet National Security Committee Tuesday, 10 May 2016 Page 3
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ongoing arrangements to manage defence spending. The following table provides a
summary of our assessment of how the options compare against these criteria.

Alternative Force Structure

Preferred Force Structure

New investment in cyber security,
intelligence and an ice-strengthened
offshore patrol vessel managed
through trade-offs.

All the equipment purchases in the
Alternative Force, plus extra spending
for investment in:

e ice-strengthened tanker

Extent that Existing capabilities agreed in the
defence policy is DMRR are maintaingd, but Defence
achieved advises that there will be some level of
limitation in Defence response from not
increasing funding for an ice-
strengthened tanker, enhanced dive
tender, and extra air surveillance
s9@(A([) L
Investment at level of DMRR. " Extra 89(2moeratinq above
S9@)(M)V) operating s updated DMRR 59(2)((v)
Affordability S9)MW) s9() /
. - . E ) apital above
s9(2)(f)(iv) million capital. - & u ate MRR.
Sets good Defence explicitly %%\/I\ anage s pressure on Defence s9(2)(f)(iv)
incentives for operating costs w@&[) \ (iv)
azfr?:C: to Defence expected-to produce tr \-\\j
inag - offs for Cabi sideration if er
efficiently within investment MRR is o
available funding - ( u%ﬁ\
Reduc@sﬂs%a/ sk N\ Offers greater depth in capability.

Summary

Déhvers a Tower level

m})é d to the préferred f

inisters stil ave the option to

ﬁcrease cap d funding at the
ndividual b\ case stage.

Offers Defence greater levels of
funding certainty.

Higher fiscal cost.

<) \\
Treas%s/some conce I

. On current

operatin
injecti
s9(2)(fd

~

\

\ D)
%B/Defence will require s9()®(v)
ing-s9(2)(f)(iv)

iv)

out the long term sustainability of defence spending.

additional
of additional capital

. Thé“s}gjﬁﬁcant increase in funding sought by Defence just two years after DMRR
delivered significant increases in funding may indicate that poor incentives are in place
for Defence to manage and prioritise spending. Of significant concern is the forecast

increase in forecast personnel costs to deliver the updated

s9(2)(A(iv)

DMRR capability, driven by lower levels of attrition s9(2)((iv)
salaries s9(2)(f)(iv)

s9(2)(A(v)

average salaries rising faster than planned s9(2)(f)(iv)

higher average
and

For these reasons you may wish to support the alternate DWP force structure rather than the
preferred structure recommended in the Capability paper.

s9(2)(f)(iv)

T2016/835 : Briefing for Cabinet National Security Committee Tuesday, 10 May 2016
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s9(2)(f)(iv)

The paper does not give any assurance that costs will be brought back in line with DMRR.
You may wish to use Cabinet’s discussion on the DWP to set clear expectations that the
objective of the work is to improve the affordability of defence spending s92)f)iv)

s9(2)(M(iv)

The discussion on the DWP also provides an opportunity to set expectations about any

future increases in defence spending. s9(2)(f)(iv)

S92)(H([v) @

s9(2)(A(iv) operating costs 019/20 are fdngt({zé\é[ to be
s9(2)(f)(iv) lower than DMRR due to changes in other operating costs;.in particular
depreciation and capital charges due to delays in al'spending. Jired capital

injections to support capital expenditure are for@@ e 59(2)(f)(im igher than DMRR,

bringing a net funding impact of a saving s9(2 8 comp&gﬁo@MRR.
We therefore recommend you agree to th Q@f operati capital funding to 2019/20

associated with the chosen force structure. Before capital is-committed business cases on

proposed equipment will need to be a by Cab@f/
%‘J ‘ \\\\ %
Treasury Recommendation — RN

Q
recommendations in the papers, with the exception of

We recommend that you s /
commer(df\glby\§ pport the alternate force structure.

the proposed force structu

/(/Z\ \7/
You may wish to als?\t\e\lke/}h/e\s opportu set expectations that:
. the objectiv f“at]ie\I/'énned erating costs is to improve the affordability of
defence s 9(2)(f)(iv)

Pages 6-7 of this document removed as out of scope
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e The Treasury will brief the Minister of Finance and Associate Ministers of Finance on

Monday 16 May in EW 7.6

Papers for Cabinet Consideration

Item | Title AN
Description and analysis Fiscal implicatio ’\R:éw?lzz:zyation
687 Defence White Paper 2016: Capability, and Defence White Paper 2016: Funding

The two papers on the Defence
White Paper (DWP) seek agreement
to the:
e preferred force structure and
its use in Defence planning
e level of operating and capital
funding to 2019/20
associated with the preferred
force structure, and
e arrangements for the release
of the Defence White Paper

N

Treasury:3454159v1

into future Budget

There are no imme fiscal impa
although the update? ath wib

- Support these Cabinet
ers, which will result in

the Minister of Defence

publishing the White Paper.

Regarding Recommendation
12 of the Capability Paper,
we recommend you support

the alternate force
structure outlined in the
paper, due to concerns
about the ongoing
sustainability of defence
spending. (The Cabinet
Office and officials would
need to amend the

recommendations of both
Cabinet Papers to reflect this

decision.
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