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and Recreation 

Date: 18 October 2018 Report No: T2018/2992 

File Number: DH-15-0 

Action Sought 

 Action Sought Deadline 

Minister of Finance (Hon Grant 
Robertson) 

Note the contents of this report Before 5.30pm on Wednesday 
24 October   

Associate Minister of Finance (Hon 
Dr David Clark) 

Note the contents of this report Before 5.30pm on Wednesday 
24 October   

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Tim Roper Senior Analyst, Justice, Security and 
Government Services 

(wk) N/A 

(mob) 

 

Colin Hall Manager, Justice, Security and 
Government Services 

 (wk)  

(mob) 

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 
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Treasury Report: Bilateral Discussion: Finance, Sport and Recreation 

Executive Summary 

Minister Robertson is responsible for the Finance and Sport and Recreation portfolios. 

The amounts over four years for the prioritisation exercise are $3.533 million for Finance and 
$3.568 million for Sport and Recreation.  Potential sources are Landcorp Protected Land 
Agreement operating funding and Prime Minister’s Sports Scholarships grant payments, 
respectively, though the latter would need to be tested with the Prime Minister.  

 Budget 2019 initiatives have been identified for the Finance portfolio (totalling 
) and one for Sport and 

Recreation ($89 million operating funding), although this is pre “check-in”, so may change.  
 of the initiatives are classified as priority-aligning,  as non-discretionary cost 

pressures and  as out-of-scope.       

Treasury and Sport New Zealand are collaborating with other agencies as necessary to 
develop the initiatives.  The Sport New Zealand initiative appears a good example of cross-
sector collaboration (with Education and Health). 

One of the non-discretionary cost pressures initiatives is for an increase to Finance portfolio 
departmental baselines, which Treasury considers are under increasing pressure.  Treasury 
has previously signalled that, in the face of rising costs, it cannot realistically expect to deliver 
on the Government’s work programme without additional resources.   

Recommended Action 

We recommend that you note the contents of this report. 
 
 
  
 
 
Colin Hall 
Manager, Justice, Security and Government Services 
 
 
 
 
 
 
Hon Grant Robertson Hon David Clark 
Minister of Finance Associate Minister of Finance 
 

[ [33]
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Treasury Report: Treasury Report: Bilateral Discussion: Finance, 
Sport and Recreation 

Purpose of Report 

1. The purpose of this report is to provide background information and advice for Minister 
Clark’s bilateral discussion with Minister Robertson at 5:30 p.m. on Wednesday 24 
October. 

2. This report has been prepared with input from the relevant agencies but as it has been 
finalised prior to the 23 October date for agency “check-in” of Budget 2019 initiatives, it 
necessarily anticipates the initiatives that may be submitted for the Finance and Sport 
and Recreation portfolios.  

3. The report covers: 

• an indication of the baseline prioritisation for each of the Finance and Sport and 
Recreation portfolios  

• new initiatives for which funding is likely to be sought in Budget 2019  

• assessment of cross-agency collaboration efforts 

• further contextual information for each of the Finance and Sport and Recreation 
portfolios, and 

• specific talking points for the discussion around each of Minister Robertson’s 
Finance and Sport and Recreation portfolios. 

4. For completeness, the generic Budget talking points are also attached as Annex Two, 
although we do not anticipate you will discuss these points given Minister Robertson is 
the Minister of Finance. 

Baseline Prioritisation 

5. Following the prioritisation guidelines agreed to by Cabinet, there is a total of $710.092 
million in scope for prioritisation in Minister Robertson’s portfolios over the period 
2019/20 to 2022/23.  This means that the 1% prioritisation target is $7.101 million. 
Annex One provides a breakdown of possible prioritisation initiatives by portfolio.  
These figures are based on BEFU baselines and will change following the completion 
of the October Baseline Update exercise. 

Table 1: Baselines in scope for reprioritisation by portfolio  

Portfolio  Total in scope for 
reprioritisation 

1 % Target 

Finance $353.312 million $3.533 million 

Sport and Recreation $356.780 million $3.568 million 

Total  $710.092 million $7.101 million 
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Finance portfolio 

6. The prioritisation figure for the Finance portfolio above is mainly driven by departmental 
baselines. There are some significant non-departmental appropriations within Vote 
Finance but these are largely out of scope.   

7. 

 

8. Of the in-scope non-departmental baselines for the prioritisation exercise, in our view 
there is only one realistic potential source of funding.  This is the $2 million p.a. non-
departmental other expense item relating to the Crown’s agreement to reimburse 
Landcorp for operating costs associated with managing farms on its behalf, which we 
note has historically tended to be underspent at year-end.  Scaling this appropriation 
back by $0.883 million p.a. would yield the full $3.533 million over four years sought 
through the prioritisation exercise.  We consider any risk from this scaling would be 
mitigated by the fact this operating funding sits in a multi-category appropriation 
alongside capital funding which also has historically tended to be underspent. 

Sport and Recreation portfolio  

9. 

New initiatives that may be submitted for Budget 2019  

10. We are aware of a number of priority-aligning, cost-pressure and out-of-scope 
initiatives that may be submitted for Minister Robertson’s portfolios for Budget 2019. As 
shown in the table below, we understand Minister Robertson may seek up to  

. The costings 
are estimates based on discussions with Treasury and Sport New Zealand. Annex One 
provides a breakdown of possible initiatives by portfolio and initiative type.   

Table 2: Overview of funding sought by Minister Robertson for Budget 2019:  

Portfolio  Operating Funding ($m - total 
over forecast period) 

Capital Funding ($m -10 year 
total) 

Finance 

Sport and Recreation 

Total  

[33]

[33]
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Cross-agency collaboration efforts 

11. You have indicated that collaboration will be a central feature of Budget 2019.  The 
initiatives in both portfolios require collaboration across agencies. 

Finance  

12. Treasury has been engaging and co-ordinating with relevant agencies (e.g. , 
 and MBIE) in relation to the signalled initiatives in the 

Finance portfolio. 

Sport and Recreation 

13. Sport New Zealand as lead agency has been engaging with, and has the strong 
support of, both the Ministry of Education and Ministry of Health for the signalled 
initiative in the Sport and Recreation portfolio.   

Further contextual information for these portfolios 

Finance portfolio 

14. The Finance portfolio is one of seven portfolios in Vote Finance. 

Departmental 

15. Core departmental baseline funding for the Finance portfolio (i.e. excluding funding for 
one-off projects and shared services programmes paid for by third parties) has been 
static in recent years at around $75 million p.a., as the chart below illustrates.  This 
figure comprises policy advice ($31 million), financial operations ($34 million) and 
NZDMO operations ($10 million, funded through permanent legislative authority). 

 

 
Note: excludes time-limited programmes such as the Mixed Ownership Model and Social Housing Reform 
Programme, as well as the shared services provided to third parties (which are not funded by Crown revenue) 

 

[37]
[33]
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16. In August 2018 Cabinet agreed new departmental funding in relation to the Finance 
portfolio of $4.2 million over two years for setting up an establishment group and an 
interim Infrastructure Transactions Unit, and $0.7 million in 2018/19 only for provision 
of policy and monitoring advice in relation to the Earthquake Commission.  Budget 
2017 provided $0.9 million p.a. new departmental funding for additional offshore 
presence in Singapore, and $4.8 million in total over four years for the Stockton Acid 
Mine Drainage Rehabilitation Project.  

17. Treasury considers that as result of its significant work programme, the departmental 
baseline for the Finance portfolio – and each of the other six portfolios the agency 
supports – has become increasingly stretched.  Treasury has previously signalled that, 
in the face of rising costs, it cannot realistically expect to deliver on the Government’s 
work programme without additional resources.  

18. No departmental savings initiatives were offered up for the Finance portfolio as part of 
Budget 2018.  

Non-Departmental 

19. Non-departmental baselines for the Finance portfolio total between $6.0 - $6.5 billion 
p.a. over the forecast period.  Over half of this comprises Crown debt servicing 
expenses, which are paid under permanent legislative authority (PLA).  Other PLAs 
account for another $600 million p.a., mainly payments relating to meeting the Crown’s 
superannuation obligations.  PLAs are not available for re-prioritisation to other, 
discretionary activities.   

20. There are also a number of large appropriations in the Finance portfolio that reflect 
technical accounting treatments.  Some of these extend over the forecast period (e.g. 
refinancing existing HNZC and HNZ Ltd debt, at over $200 million p.a.), while others 
are one-off (e.g. impairment of the Crown’s investment in Southern Response Ltd, at 
$137 million).  These ‘technical’ appropriations are similarly not available for re-
prioritisation to other, discretionary activities. 

21. The largest ‘discretionary’ items in the Finance portfolio are contributions to the NZ 
Super Fund ($1 billion in 2018/19, increasing to $2.5 billion p.a. by 2021/22) and 
contributions to Crown Infrastructure Partners ($600 million over five years).  Other 
ongoing items include management of NZ House in London ($15 million p.a.), 
purchase of services from the NZ Productivity Commission ($5 million p.a.) and 
payments relating to the Landcorp Protected Land Agreement ($3.5 million p.a.). 

22. 

 The NZ Productivity 
Commission has identified that it is facing significant cost pressures (

), so any reduction in the relevant non-departmental output 
expense appropriation would simply exacerbate these.  There is scope to prioritise 
funding away from the Landcorp Protected Land Agreement multi-category 
appropriation, as identified earlier.    

23. No non-departmental savings initiatives were offered up for the Finance portfolio as 
part of Budget 2018.  

[37]

[37]
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Sport and Recreation portfolio 

24. The Sport and Recreation portfolio is the only portfolio in Vote Sport and Recreation 
and comprises: 

• Departmental: $0.3 million p.a. for outputs delivered by the Ministry for Culture 
and Heritage to the Minister for Sport and Recreation, and 

• Non-departmental: $89 million p.a., comprising purchase of services from third 
parties (specifically, Sport New Zealand and Drugfree Sport NZ) and grant 
payments (mainly Prime Minister’s Sport Scholarships).   

25. As illustrated in the recent baseline history chart below, funding for the Sport and 
Recreation portfolio has been steady at $89 million p.a. since 2016/17, having received 
increases from that year for high performance sport and sports anti-doping.  Prior to 
this the baseline was higher in 2013/14, with one-off funding received in that year for 
the ICC Cricket and FIFA U-20 World Cups. 

 

 

 

26. Most of the ongoing baseline funding comprises purchase of services from Sport New 
Zealand relating to High Performance Sport ($62 million) and Sport and Recreation 
Programmes ($19 million).  There is also some funding for purchase of services from 
Drugfree Sport NZ ($3 million), and grants to recipients of Prime Minister’s Sports 
Scholarships ($4 million). 

27. All of this baseline funding is more or less ‘discretionary’ and could realistically be 
prioritised to other activities if Ministers choose.  

No savings initiatives were offered up for the Sport and Recreation portfolio as part of 
Budget 2018.  

[33]

[33]
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Talking points for your discussion with Minister Robertson 

28. Below are some potential discussion points for the bilateral.  

Finance portfolio 

• What opportunities are there for scaling and/or deferring initiatives to Budget 
2020? 

• What process is Treasury working through to meet the 1% prioritisation 
requirement? 

• Is there comfort with the proposed source of funding for the prioritisation exercise 
as outlined in Annex One?  

Sport and Recreation portfolio 

• The priority-aligning initiative appears to be a good example of cross-sector 
collaboration (with Health and Education).  

• What process is the Ministry for Culture and Heritage, in consultation with Sport 
New Zealand, working through to meet the 1% prioritisation requirement? 

• Is there comfort with the proposed source of funding for the prioritisation exercise 
as outlined in Annex One?  

 
[33]

[33]



T2018/2992 Treasury Report: Bilateral Discussion: Finance, Sport and Recreation Page 9 

Annex One: Funding Sought and Prioritisation Review by Portfolio  

Finance Portfolio: Funding Sought 

 $ millions  
Initiative type  Initiative  Operating 

funding 
(total over 

forecast 
period) 

Capital 
funding (10 
year total) 

Initial comment on 
initiative 

Priority-aligning 
(Supporting a thriving 
nation in the digital age 
through innovation, 
social and economic 
opportunities) 

Improving New 
Zealand’s infrastructure 
outcomes, a new 
independent 
infrastructure body 

Cabinet has agreed in-
principle to establish by 
mid-2019 a new body 
to lift the quality of 
infrastructure 
investment.  Potentially 
scalable. 

Total for priority-
aligning initiatives 

  

Non-discretionary cost 
pressure 

Addressing the 
Treasury’s non-
discretionary cost 
pressures to deliver its 
core functions and a 
wellbeing approach 

Unless a lower level of 
outputs is agreed, new 
funding is likely to be 
required.  Scalable. 

Total for non-
discretionary cost 
pressures 

  

Out-of-scope New Zealand 
Independent Fiscal 
Institution 

Costings are 
preliminary. 

Total out-of-scope   
Total for Finance Portfolio  

  

[33] [37]

[33] [37]
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Finance Portfolio: Potential Prioritisation Source(s) 

 $ millions  

Initiative Operating 
funding (total 
over forecast 

period) 

Initial comment on initiative 

Landcorp Protected Land 
Agreement  

3.533 Baseline operating costs are set at $2 million p.a. and 
have historically been underspent.  Scaling back by 
$0.883 million p.a. would yield the full $3.533 million 
over four years sought through the prioritisation 
exercise.   

Total Prioritisation  3.533  

 

Sport and Recreation Portfolio: Funding Sought 

 $ millions  
Initiative type  Initiative  Operating 

funding 
(total over 

forecast 
period) 

Capital 
funding (10 
year total) 

Initial comment on 
initiative 

Priority-aligning 
(Reducing child 
poverty and 
improving child 
wellbeing, including 
addressing family 
violence) 

Supporting schools and 
early learning settings 
to improve wellbeing 
through healthy eating 
and quality physical 
activity 

- This appears to have a 
strong fit with Budget 
2019 priorities. 
Good example of cross-
sector collaboration. 

Total for priority-
aligning initiatives 

 -  

Total for Sport and Recreation Portfolio -  
 

Sport and Recreation: Potential Prioritisation Source(s)  

 $ millions  

Initiative Operating 
funding (total 
over forecast 

period) 

Initial comment on initiative 

Total Prioritisation  3.568  

[33]
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Annex Two: Generic Talking points for Budget 2019 Bilateral 
Meetings  

Purpose  

The purpose of each bilateral meeting is to:  

• go over some of the key requirements for Budget 2019 
 
• understand your priorities, what initiatives you are planning on submitting for Budget 

2019, how these relate to Budget priorities, and how you are working across portfolios 
and agencies on the initiatives, and 
 

• understand how you are approaching the prioritisation exercise for Budget 2019.  
 
Expectations and Requirements for Budget 2019  

Budget 2019 is our first Wellbeing Budget. For it to be successful, there are a number 
of changes for us as Ministers and for our agencies.  

• Budget 2019 will be anchored around five priorities, which were established based on 
analysis from the Living Standards Framework, sector understanding and engagement 
across the public sector. These will drive the development of initiatives and decision 
making, and ensure a wellbeing focus is embedded at the heart of the Budget.  
 

• While priority-aligned initiatives will be the main focus, non-aligned cost pressures 
where the Government has little discretion will also be within scope. A high bar will be 
set for any initiatives outside of these two areas. This high bar means that initiatives will 
need to achieve a strong assessment from the Treasury in the following areas:  

o Government direction and priority-alignment  

o wellbeing analysis and intervention logic  

o cost understanding, and  

o collaboration.  
 

• We cannot achieve any of the priorities without working across portfolios and agencies. 
As a result, collaboration between Ministers and across agencies is expected and will 
be a component of how Finance Ministers and the Treasury will look at and assess 
initiatives and Budget packages.  
 

• All initiatives will also be required to present a wellbeing analysis – something your 
agencies will be working on. This involves identifying the impacts of initiatives on the 12 
wellbeing domains, the four capitals and whether the initiative adapts to or absorbs risk 
and builds resilience. This wellbeing analysis will also play a role in how we consider 
packages and make decisions through the Budget process.  
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Budget 2019 allowances are tight.  
 
• It is important that we continue to stick to the Budget Responsibility Rules. But doing 

so, while also achieving our objectives for the Wellbeing Budget, will require 
considerable effort. 
 

• After pre-commitments, we have under $2 billion operating funding per annum 
available for Budget 2019 (as at 15 October).  On the capital side, our shift to a multi-
year capital allowance will provide greater flexibility, but it will not increase the total 
amount of funding available. There have already been significant calls on the capital 
allowance as well.  

 
• The tight allowances are another reason why the prioritisation exercise of identifying 

low-value and non-priority aligning expenditure is important. We want to ensure that 
our focus is not just on marginal expenditure but also on ensuring existing expenditure 
supports this Government’s direction and priorities.  
 

• I also want to re-enforce that pre-commitments against these allowances only further 
reduce the amount that we have to spend for the Wellbeing Budget. These should only 
be considered where there is an urgent need for funding in 2018/19 and the BBC has 
been exhausted.  

 
Understanding each Minister’s approach to their initiatives for Budget 2019  

• The rest of this meeting is about you and your portfolios.  
 

• I am keen to understand your priorities, what is most important to you, and what 
initiatives you are developing with your agencies and other Ministers for Budget 2019.  
 

• I am also interested in how you are approaching the prioritisation exercise, and any 
high level areas you are considering with this.  
 

• Finally, I would like to understand how you have found the Budget process so far, and 
confirm that you have the information and support you need.  
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