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Office of the Minister of Finance 

Chair, Cabinet Government Administration and Expenditure Review Committee 

 

Public finance system modernisation – implementing step 1 of financial 
management and accountability changes 

Proposal 

1. In May 2019, Cabinet invited me to report to the Cabinet Government Administration 
and Expenditure Review Committee (GOV) by August 2019 with initial proposals to 
modernise the public finance system [CAB-19-Min-0214 refers], focusing on: 

1.1. piloting a fundamentally different approach to strategic planning and reporting; 

1.2. potential changes to increase financial flexibility and reduce compliance costs for 
agencies reporting to the Treasury; and 

1.3. options to support innovation and collaboration. 

2. This paper seeks agreement to a number of proposals relating to paragraphs 1.1 and 
1.2 above to implement step 1 of the public finance system modernisation work 
programme. These proposals will be implemented over Budgets 2020 and 2021.  

Executive Summary 

3. The public finance reforms introduced in the 1980s were a response to high levels of 
debt, poor transparency, and a focus on inputs. Since the Public Finance Act (PFA) 
took effect in 1989, the system has been recognised internationally for its high levels 
of transparency, accountability, and fiscal control. However, there is an opportunity to 
modernise the system while maintaining its strengths. 

4. Currently there are a significant number of small appropriations that in total make up 
an insignificant amount of Government expenditure. These appropriations take time 
and resource to authorise, manage, and report on, while not providing a meaningful 
performance story on the value of the spending or whether it is helping achieve the 
Government’s objectives. 

5. At the same time, many existing planning and reporting processes have outlasted their 
usefulness and are no longer fit for purpose.  

6. In May 2019, Cabinet agreed that the public finance system should be modernised 
[CAB-19-Min-0214 refers], with changes made over two steps. The first step is 
focused on making changes within current system settings, while the second step is 
focused on more fundamentally shifting and improving the system. 
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7. There are four proposals that I would like to implement through a centrally driven and 
Cabinet mandated process for step 1, across Budgets 2020 and 2021. These are: 

7.1. Proposal 1 – piloting a different approach to strategic planning and reporting; 

7.2. Proposal 2 – moving smaller agencies to a single departmental output expense 
appropriation; 

7.3. Proposal 3 – consolidating annual appropriations of less than $10 million for all 
agencies; and 

7.4. Proposal 4 – exempting agencies from reporting against shared services 
appropriations. 

8. For proposals 2 and 3, I am mindful that any change to appropriation structures needs 
to be sensitive to the potential impact on portfolio Ministers. Therefore, I am not 
proposing that consolidation of appropriations crosses Ministerial portfolio boundaries.  
In addition: 

8.1. Should Ministers wish to retain specific oversight of funding within a consolidated 
appropriation they can request additional information from their department on 
what is being spent, the performance of different outputs, and how Budget 
initiatives are progressing, either on an ad hoc basis or through regular reporting. 
This can include output plans if detail is needed below appropriation level. 
Agencies are also required to produce an annual report, as well as medium-term 
performance information on their strategic intentions. 

8.2. If necessary, portfolio Ministers may also exercise their discretion to retain 
multiple departmental appropriations (in the case of a smaller agency) or 
appropriations less than $10 million, provided they outline their reasons for doing 
so in their March Baseline Update (MBU) letter to the Minister of Finance.  

9. Annex A provides some examples of the types of appropriation consolidation that 
could potentially occur for these proposals.  

10. I am also recommending that Cabinet rescind the 2011 Cabinet directive that agencies 
have separate policy advice appropriations. 

Background 

11. In May 2019, Cabinet approved a high-level work programme to modernise the public 
finance system aimed at maintaining the strengths of the existing system, while re-
thinking the elements where there are limitations, perverse incentives or burdensome 
requirements that have minimal value add [CAB-19-Min-0214 refers]. 
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12. My vision is for a public finance system that focuses on: 

12.1. Value creation – considering the creation and safeguarding of value, while 
maintaining a focus on fiscal responsibility; 

12.2. Collaboration – supporting and incentivising better system collaboration;  

12.3. Smart regulation – creating fit-for-purpose system settings for appropriations, 
accountability mechanisms, and strategic planning and reporting; 

12.4. Long-term resilience – enabling a greater emphasis on the long-term to support 
innovation, management of assets, understanding of the risks at a system level 
and capability-building; and 

12.5. Innovation – supporting less risk aversion and more rapid responses by the 
public sector to issues and challenges. 

13. The work programme covers three elements – principles and strategy, fiscal 
management, and financial management (appropriation structures) and accountability 
settings. Some elements of the programme are already being implemented, for 
example, embedding a focus on wellbeing into the Public Finance Act. 

14. The remaining sections of this paper focus on changes to appropriation structures, 
accountability settings, and strategic planning and reporting. 

Overview of proposed changes  

15. Appropriations (specified by amount, scope, type, and period) are the basis on which 
Parliament authorises the Crown (and Offices of Parliament) to incur expenditure. 
Parliament does this in return for being provided with performance information on what 
is intended to be achieved with each appropriation and, after the end of each financial 
year, on what has been achieved with each appropriation. It is therefore important that 
appropriations are on a basis that meaningful performance information can be 
provided. 

16. However, under current settings, the public finance system is focused on authorising, 
managing, and reporting on a large number of small appropriations. For example, 
approximately 58 percent of appropriations are for amounts of less than $10 million 
and collectively account for around 2 percent of Government expenditure. In contrast, 
approximately 90 percent of Government expenditure is in less than 15 percent of the 
appropriations, with billions or hundreds of million in each appropriation.  

17. Since the introduction of multi-category appropriations (MCAs), as a result of the 
Public Finance Amendment Act 2013, many appropriations that were formerly 
departmental output expense appropriations have become categories of MCAs. The 
remaining departmental output expense appropriations, particularly those 
administered by smaller agencies, are mostly for relatively small amounts. 
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18. It is also increasingly clear to me that many existing planning and reporting processes 
have outlasted their usefulness and are no longer fit for purpose. Over the last 
eight years, agencies have become accustomed to providing central agencies, and 
occasionally Ministers, with lengthy Four Year Plans (4YPs) and/or Long Term 
Investment Plans (LTIPs) that have high compliance costs yet often provide limited 
value in terms of helping us understand or deal with complex issues and longer-term 
opportunities and risks. 

19. A review led by the Treasury (engaged with over 200 officials) has highlighted that 
there are not only problems with the centralised requirements for agencies to prepare 
strategic plans, but also issues with our authorising environment and insufficient 
strategic capability across the board.  

20. I think we need to take stock of appropriation structures, accountability settings and 
strategic planning and reporting, particularly before we undertake work to more 
fundamentally shift the public finance system.  

21. The intent of the reforms in this area is to support a greater focus on performance 
improvement, collaboration, and long-term outcomes by moving toward: 

21.1. fewer, larger appropriations with more flexible funding rules; 

21.2. more integrated reporting and accountability settings; and 

21.3. tailored strategic planning and reporting processes.  

22. The changes are not about being less transparent but rather enabling more strategic 
oversight of the value of public spending and whether it is helping to achieve the 
Government’s objectives and priorities. 

Changes to financial management and accountability settings will be made in two steps 

23. The main opportunities to change the appropriation structures and accountability 
settings will require changes to system settings and underlying legislation. Step 2 of 
the work programme will investigate more complex and substantive policy options that 
will fundamentally shift the system, such as changing the format and content of the 
Estimates documents, better aligning appropriations with the outcomes and objectives 
of an agency, and improving accountability settings to enable agencies to tell a more 
meaningful performance story.  

24. Step 1 focuses on improving the system within current settings by making relatively 
straightforward, low risk changes in time for Budgets 2020 and 2021. In May 2019, 
Cabinet invited me to report to GOV by August 2019 with initial proposals for step 1 
[CAB-19-Min-0214 refers], focusing on: 

24.1. piloting a fundamentally different approach to strategic planning and reporting; 

24.2. potential changes to increase financial flexibility and reduce compliance costs for 
agencies reporting to the Treasury; and 

24.3. options to support innovation and collaboration.  
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25. Options to support innovation and collaboration will be covered within step 2, as they 
are better aligned with that work. There are four proposals that I would like to 
implement across Budgets 2020 and 2021 in relation to paragraphs 24.1 and 24.2 
above. These are: 

25.1. Proposal 1 – piloting a different approach to strategic planning and reporting; 

25.2. Proposal 2 – moving smaller agencies to a single departmental output expense 
appropriation; 

25.3. Proposal 3 – consolidating annual appropriations of less than $10 million for all 
agencies; and 

25.4. Proposal 4 – exempting agencies from reporting against shared services 
appropriations. 

26. I do not propose aggregating appropriations across Ministerial portfolios for proposals 
2 and 3. Annex A provides some examples of the types of consolidation that could 
potentially occur for these proposals.  

27. While proposals 2 and 3 have a targeted focus and scope, agencies may review their 
Vote and appropriation structures more broadly as per regular business practice. 

Proposal 1 – piloting a different approach to strategic planning and reporting 

28. In the context of the public finance system, one of the most important things we can 
do as a Government is to promote high quality strategic planning and associated 
reporting. That is because the choices we make and the results we deliver can and do 
have significant intergenerational impacts. 

Proposed new approach 

29. I want to see a sustained focus on intergenerational outcomes, real choices, and 
collective effort. That starts with improving the integration between strategic planning, 
decision-making, and delivery in the State services.  

30. With those objectives in mind, I propose to discontinue 4YPs by rescinding the original 
Cabinet decision [ECC Min (11) 8/1 refers] and piloting a fundamentally new approach 
to strategic planning and reporting with a small number of agencies.  

31. The approach will be tailored to the agency, system or sector strategic issue that 
needs attention. The focus and timeframe will be negotiable but the non-negotiables 
include the involvement of outsiders, consideration of scenarios, development of multi-
year pathways, and a focus on progress in the years after a strategy has been agreed. 
The initial pilots will be voluntary and outside of legislated accountability requirements. 

32. The pilot approach provides an important lever for change across the State services. I 
propose to work with a small group of Ministers to ensure the initial pilots meet our 
expectations and demonstrate the broader change in behaviour we need across the 
system. This small group of Ministers will have a role in leading change in this 
important area. I intend to report back to Cabinet in 12 months on progress from the 
initial pilots. 
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Expectations of all agencies 

33. While the pilots will occur in a small number of agencies, Ministers should still expect 
agency strategic planning and reporting processes to: 

33.1. take an intergenerational wellbeing approach in their strategic planning, thinking 
about the potential impacts of strategic options, and working with others;  

33.2. focus on delivery, reveal the pathway forward, and provide a reliable basis for 
tracking performance and taking action over time; and  

33.3. make effective use of existing tools and disciplines where these make sense, 
rather than relying on a single set of centrally-mandated requirements. 

Related developments 

34. The new approach does not affect the current statutory parliamentary reporting 
requirements, such as, strategic intentions and annual reports. These will be subject 
to separate consideration as part of step 2 of this work programme.  

35. 

Proposal 2 – moving smaller agencies to a single departmental output expense 
appropriation 

36. I recommend that this proposal covers the smallest 20 agencies, whose departmental 
output expenses (including departmental categories of MCAs) make up 1% or less of 
the total departmental output expense funding across Government. I think this is an 
appropriate level to implement this proposal initially.  

37. The scope of this proposal covers departmental output expense appropriations and 
categories within an MCA. 

38. However, only eleven of the 20 agencies would be affected by this proposal, as: 

38.1. five agencies cannot consolidate their departmental output expense 
appropriations any further (Office of the Clerk, Office of the Ombudsman, 
Parliamentary Commissioner for the Environment, Serious Fraud Office, and Te 
Kāhui Whakamana Rua Tekau mā Iwa — Pike River Recovery Agency); 

38.2. the Ministry for Pacific Peoples and Ministry for Culture and Heritage are 
currently piloting multi-year MCAs for their departmental funding; 

38.3. the Office of the Auditor-General is an Office of Parliament and therefore cannot 
be directed by Cabinet to undertake this work; and 

38.4. I propose that the Ministry of Defence be exempted at this stage as they are part 
of the Defence Sector baseline review for Budget 2020. 

[33]
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39. The eleven agencies impacted are: 

• Crown Law Office; 
• Department of the Prime Minister and Cabinet; 
• Education Review Office; 
• Ministry for the Environment; 
• Ministry for Women;  
• Ministry of Housing and Urban Development;  
• Ministry of Transport; 
• Parliamentary Counsel Office; 
• Parliamentary Service;  
• State Services Commission; and 
• Te Puni Kōkiri. 

40. Permanent Legislative Appropriations (PLAs), Revenue Dependent Appropriations 
(RDAs) and Multi-year Appropriations (MYAs) will not be part of the consolidation 
exercise. I also propose that departmental funding for a departmental agency not be 
consolidated with funding for the host agency. 

41. I propose that Cabinet authorise portfolio Ministers to exercise their discretion to retain 
multiple departmental appropriations provided they outline their reason(s) for doing so 
in their MBU letter to the Minister of Finance.  

42. Changes for proposal 2 will be implemented in time for Budget 2020, with effect from 
1 July 2020. 

Proposal 3 – consolidating annual appropriations of less than $10 million for all 
agencies 

43. I propose that this consolidation exercise concentrates on appropriations that are less 
than $10 million for all agencies, and:  

43.1. to focus on smaller agencies1 to implement changes for Budget 2020; and 

43.2. that Treasury works with medium and larger spending agencies to determine the 
best way to implement changes over Budgets 2020 and 2021. For some 
agencies, implementation will be feasible in one financial year, and for others it 
will need to be phased over a two-year period. 

                                                           
1 Small agencies are either those that are part of proposal 2, or the smallest agencies across Government by combined 
department and non-departmental output and other spend. 
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44. The table below outlines the split of agencies for proposal 3. 

Small agencies to implement changes for Budget 2020 
• Crown Law Office; 
• Department of the Prime Minister and Cabinet; 
• Education Review Office; 
• Ministry for Culture and Heritage; 
• Ministry for the Environment; 
• Ministry for Pacific Peoples; 
• Ministry for Women; 
• Ministry of Housing and Urban Development; 
• Ministry of Transport; 
• New Zealand Customs Service; 
• Parliamentary Counsel Office; 
• Parliamentary Service; 
• State Service Commission; and 
• Te Puni Kōkiri. 
Medium and large agencies that the Treasury will work with to 
determine the phasing of implementation 
• Department of Conservation; 
• Department of Corrections; 
• Department of Internal Affairs; 
• Land Information New Zealand; 
• Ministry for Primary Industries; 
• Ministry of Business, Innovation and Employment; 
• Ministry of Defence; 
• Ministry of Education; 
• Ministry of Foreign Affairs and Trade; 
• Ministry of Health; 
• Ministry of Justice;  
• Ministry of Social Development; 
• New Zealand Defence Force;  
• New Zealand Police;  
• Oranga Tamariki; and 
• The Treasury. 
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45. Appropriations for the following agencies cannot be consolidated any further, so they 
will not be required to undertake work for proposal 3: 

• Government Communications Security Bureau; 
• Inland Revenue Department; 
• New Zealand Security Intelligence Service;  
• Office of the Auditor-General; 
• Office of the Clerk; 
• Office of the Ombudsman; 
• Parliamentary Commissioner for the Environment; 
• Serious Fraud Office; 
• Statistics New Zealand; and 
• Te Kāhui Whakamana Rua Tekau mā Iwa — Pike River Recovery 

Agency. 
 

46. The focus will be on the following appropriation types, where I see the greatest 
opportunities for aggregation: 
 
46.1. departmental output expense appropriations and categories within an MCA; and 

46.2. non-departmental output and other expense appropriations and categories within 
an MCA. 

47. Where appropriate, agencies could also undertake consolidation within                  
non-departmental capital expenditure and benefit or related expenses appropriations. 

48. As per proposal 2, PLAs, RDAs and MYAs will not be part of the consolidation 
exercise, and departmental funding for a departmental agency is not consolidated with 
funding for the host agency. Consolidation will also not occur between different 
appropriation types unless it is determined that, as a result of reviewing 
appropriations, some funding within an existing appropriation should be reclassified.  

49. This proposal includes the consolidation of MCAs with categories that are less than 
$10 million. The original intent was for MCAs to provide flexibility to transfer funding 
across different appropriation types and/or interventions with the aim of achieving a 
common purpose, while still maintaining transparency. Over time, the way in which 
MCAs have been operationalised has moved away from this intent, with many MCAs 
focused around similar functions of a department, such as, policy advice and 
Ministerial services. In these instances, and where there is a single portfolio Minister, 
agencies should look at moving to a single departmental output expense appropriation 
rather than an MCA.   

50. As with shifting to single departmental appropriations for smaller agencies, I propose 
that Cabinet authorise portfolio Ministers to exercise their discretion to retain 
appropriations less than $10 million provided they outline their reason(s) for doing so 
in their MBU letter to the Minister of Finance.  
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Proposal 4 – exempting agencies from reporting against shared services 
appropriations 

51. Currently under section 15D(1) of the PFA, the Minister of Finance may exempt 
departmental output expenses (or a category of departmental output expenses within 
an MCA) from end-of-year performance reporting, if the funding relates exclusively to 
outputs supplied by a department to one or more other departments. 

52. There are several appropriations across Government that fund the delivery of shared 
services provided by a department to one or more other departments. The delivery 
agencies currently report performance against these appropriations, with the majority 
of measures focusing on “services meeting the standards and timeframes agreed with 
other agencies” with a standard of “achieved”. These measures are of little value, and 
could instead be tracked internally between the agencies.  

53. I therefore propose to use section 15D(1) of the PFA to exempt these shared services 
appropriations from performance reporting with effect from the 2019/20 
Supplementary Estimates of Appropriations.  

Consolidation of policy advice appropriations 

54. Under the previous Government, Cabinet mandated all agencies to establish stand-
alone policy advice appropriations with policy funding separate from related outputs 
such as Ministerial servicing or Crown entity monitoring [CAB Min(11) 16/16 refers]. 
I seek Cabinet’s approval to rescind this directive for all agencies. 

55. In removing this Cabinet directive, I propose that agencies are still required to include 
the policy advice performance measures (developed by the Treasury and the 
Department of the Prime Minister and Cabinet Policy Project) under the relevant 
appropriation, and report on performance in their annual report. There will still be 
flexibility to change or refine the measures over time, particularly as we undertake the 
more substantive work around accountability settings in step 2 [CAB-19-Min-0214]. 

Non-financial information 

56. As part of consolidating appropriations, agencies will need to review the following  
non-financial information required for each appropriation under the PFA: 

56.1. a concise explanation of what the appropriation is intended to achieve; and 

56.2. a concise explanation of how performance against the appropriation will be 
assessed. 

57. There are currently a large number of non-departmental expense appropriations, or 
categories of non-departmental expenses within an MCA that are exempt from 
performance reporting under section 15D(2)(b)(iii) of the PFA, if: 

57.1. the funding is provided to a person or an entity other than a department, a 
departmental agency, an Office of Parliament, or a Crown entity; and 

57.2. the value of the annual appropriation or category is less than $5 million. 
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58. When these appropriations are consolidated and funding exceeds $5 million, Ministers 
will need to provide end-of-year performance information on these appropriations. 

Risks and key considerations 

59. Any work to change appropriation structures will need to carefully consider the 
potential impact on portfolio Ministers, and Parliament’s ability to scrutinise the 
Government. The paragraphs below discuss these considerations as well as the key 
risks associated with the proposals.   

Ministerial oversight 

60. The proposals in this paper will not prevent Ministers from receiving the information 
they need to oversee their portfolios. Should Ministers wish to retain specific oversight 
of funding within a consolidated appropriation they can request information from their 
department on what is being spent, the performance of different outputs and how 
Budget initiatives are progressing, either on an ad hoc basis or through regular 
reporting. This can include output plans if detail is needed below appropriation level.2 
Agencies are also required to produce an annual report, as well as medium-term 
performance information on their strategic intentions. 

61. If necessary, portfolio Ministers may also exercise their discretion to retain multiple 
departmental appropriations (in the case of a smaller agency) or appropriations less 
than $10 million, provided they outline their reasons for doing so in their March 
Baseline Update (MBU) letter to the Minister of Finance. 

Parliamentary scrutiny 

62. The step 1 proposals outlined in this paper are part of a wider and ongoing 
programme of reform and improvement. While step 1 will result in fewer appropriations 
for Parliament to scrutinise, the intent is to shift the system to have more meaningful 
appropriation structures that enable better strategic oversight of the value of public 
spending, and whether it is helping to achieve the Government’s objectives and 
priorities.  

63. Any changes to appropriation structures will be outlined under the relevant Votes in 
the Estimates of Appropriations documents.  

Strategic planning and reporting risk 

64. There is a risk that uneven strategy and planning capability and appetite across the 
public service will diminish the expected improvements being sought. This risk is being 
mitigated through piloting (rather than an immediate roll out to all agencies), 
supporting participating agencies through the process and building public service 
capability.  

                                                           
2 For further information see 3.14-3.15 of the Cabinet Manual: https://dpmc.govt.nz/sites/default/files/2017-
06/cabinet-manual-2017.pdf 
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Next steps 

65. Subject to Cabinet’s approval of these proposals, a high-level timeline to implement 
the changes is outlined in the table below. 

Date Action 
Early-September  Treasury issues guidance and instructions to agencies. 
Early-September 
– late November 

Agencies develop new appropriations (including starting to 
develop non-financial information), with the support of 
Treasury. Ministers will also be engaged through this phase.  

By early-mid 
December 

Near final new appropriation structures agreed between the 
respective agencies, Treasury and Ministers, with an 
opportunity to make any final amendments in January. 

Mid-February – 
mid-March 

New appropriations, corresponding fiscally neutral 
adjustments, and performance reporting exemptions approved 
through the relevant MBU, with effect from either 1 July 2020 
or 1 July 2021 (for agencies in phase 2). 

Consultation 

66. The Crown Law Office, Department of the Prime Minister and Cabinet, Department of 
Conservation, Department of Internal Affairs, Education Review Office, Land 
Information New Zealand, Ministry for Culture and Heritage, Ministry for the 
Environment, Ministry for Primary Industries, Ministry for Women, Ministry of 
Business, Innovation and Employment, Ministry of Education, Ministry of Foreign 
Affairs and Trade, Ministry of Health, Ministry of Housing and Urban Development, 
Ministry of Justice, Ministry of Social Development, Ministry of Transport, New 
Zealand Customs Service, Office of the Auditor-General, Office of the Clerk, Oranga 
Tamariki – Ministry for Children, Parliamentary Counsel Office, Parliamentary Service, 
State Services Commission, and Te Puni Kōkiri were consulted on the proposals in 
this paper. 

67. There is general support for the proposals and the direction of this work, while noting 
the practicalities of implementation. 

68. Section 18 of the PFA requires the Minister of Finance to consult with Parliament on 
any proposals to significantly change the format or content of the information 
presented with Appropriation Bills.  

69. For the step 1 proposals, I do not intend to consult the Finance and Expenditure 
Committee (FEC), as the changes are focused on consolidation of appropriations 
within current system settings and do not involve changes to the format or content of 
information in Appropriation Bills or require legislative amendments. FEC will be 
consulted around the broader work programme and step 2 proposals at an appropriate 
time. 
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Financial Implications 

70. There are no financial implications arising from this paper.  

71. Approval to establish new appropriations, transfer funding through fiscally neutral 
adjustments and exempt agencies from end-of-year performance reporting will be 
sought via the MBU.  

Legislative Implications 

72. There are no legislative implications arising from this paper. 

Impact Analysis 

73. A regulatory impact analysis is not required. 

Human Rights 

74. There are no human rights implications arising from this paper. 

Gender Implications 

75. There are no gender implications arising from this paper. 

Disability Perspective 

76. There are no implications for people with disabilities arising from this paper. 

Publicity 

77. The public finance system modernisation work programme has been discussed 
publicly at a high level to date. 

78. I do not intend to make any announcements on the step 1 proposals. However, there 
will be public consultation on the step 2 proposals following discussion by Cabinet in 
April 2020. 

Proactive Release 

79. I propose to release this paper proactively, subject to redaction as appropriate under 
the Official Information Act 1982. 
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Recommendations 

80. The Minister of Finance recommends that the Committee: 

1. note that in May 2019 Cabinet agreed that the public finance system should be 
modernised over two steps and invited the Minister of Finance to report to GOV 
by August 2019 with initial proposals for [CAB-19-Min-0214 refers]:  

1.1. piloting a fundamentally different approach to strategic planning and 
reporting; 

1.2. potential changes to increase financial flexibility and reduce compliance 
costs for agencies reporting to the Treasury; and 

1.3. options to support innovation and collaboration. 

2. note that the initial proposals form step 1 of the public finance system 
modernisation work and the purpose of these proposals is to enable more 
strategic oversight of the value of public spending and whether it is helping to 
achieve the Government’s objectives and priorities; 

3. note that the proposal outlined in recommendation 1.3 will be covered in step 2 
of modernising the public finance system as it is better aligned with that work; 

Proposal 1 – piloting a different approach to strategic planning and reporting 

4. note that Cabinet agreed to pause its Four Year Plan (4YP) requirements in 
2018 while the Treasury reviewed its planning requirements to ensure they 
support a wellbeing focus [GOV-18-MIN-0050 refers]; 

5. note that the Treasury considers that 4YPs have outlasted their usefulness and 
are no longer fit for purpose [ECC Min (11) 8/1 refers]; 

6. rescind the previous requirement that all departments need to produce a 4YP; 

7. agree to pilot a new approach to strategic planning and reporting with a small 
number of agencies, systems, or sectors over the next 12 months to help drive a 
sustained focus on intergenerational outcomes, real choices, and collective 
effort; 

8. note the Minister of Finance and Minister of State Services intend to work with a 
small group of Ministers to oversee the initial strategic planning and reporting 
pilots; 

9. invite Ministers to expect agency strategic planning and reporting processes to 
reveal the potential impacts of strategic options, a pathway forward and a reliable 
basis for tracking performance over time; 

10. invite the Minister of Finance to report back to Cabinet on the initial pilots in 
August 2020 and proposed next steps; 
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Proposal 2 – moving smaller agencies to a single departmental output expense 
appropriation 

11. agree that the 20 smallest agencies (by departmental spend) move to a single 
departmental output expense appropriation; 

12. note that the scope of this proposal covers departmental output expense 
appropriations and categories within a multi-category appropriation (MCA); 

13. direct the following agencies to move to a single departmental output expense 
appropriation, with effect from 1 July 2020: 

• Crown Law Office; 
• Department of the Prime Minister and Cabinet; 
• Education Review Office; 
• Ministry for the Environment; 
• Ministry for Women; 
• Ministry of Housing and Urban Development; 
• Ministry of Transport; 
• Parliamentary Counsel Office; 
• Parliamentary Service; 
• State Services Commission; and 
• Te Puni Kōkiri. 

14. note that although the following agencies fall within the scope of proposal 2, they 
will not be required to consolidate their departmental output expense 
appropriations for the reasons outlined below: 
 
14.1. the Office of the Clerk, Office of the Ombudsman, Parliamentary 

Commissioner for the Environment, Serious Fraud Office, and Te Kāhui 
Whakamana Rua Tekau mā Iwa — Pike River Recovery Agency cannot 
consolidate their departmental output expense appropriations any further; 

14.2. the Office of the Auditor-General is an Office of Parliament and therefore 
cannot be directed to undertake this work; 

14.3. the Ministry for Pacific Peoples and Ministry for Culture and Heritage are 
currently piloting multi-year multi-category appropriations for their 
departmental funding; and 

14.4. the Ministry of Defence is part of the Defence Sector baseline review for 
Budget 2020. 

15. authorise portfolio Ministers to exercise their discretion to implementing the 
directive under recommendation 11 provided they outline their reason(s) for 
doing so in their March Baseline Update (MBU) letter to the Minister of Finance; 

16. note that Permanent Legislative Appropriations (PLAs), Revenue Dependent 
Appropriations (RDAs) and Multi-year Appropriations (MYAs) will not be part of 
the consolidation exercise; 
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Proposal 3 – consolidating annual appropriations of less than $10 million for all 
agencies 

17. agree that appropriations of less than $10 million be consolidated for all 
agencies, and that implementation be phased over two financial years; 

18. note that the scope of this proposal covers the following appropriation types: 

18.1. departmental output expense appropriations and categories within an MCA; 
and 

18.2. non-departmental output and other expense appropriations and categories 
within an MCA. 

19. note that PLAs, RDAs and MYAs will not be part of the consolidation exercise, 
and that consolidation will not happen between different appropriation types 
unless it is determined that, as a result of reviewing appropriations, some funding 
within an existing appropriation should be reclassified;  

20. note that, where appropriate, agencies could also undertake consolidation within 
non-departmental capital expenses and benefit or related expenses 
appropriations; 

21. direct the following agencies to consolidate appropriations of less than 
$10 million within the Votes they administer with effect from 1 July 2020: 

• Crown Law Office; 
• Department of the Prime Minister and Cabinet; 
• Education Review Office; 
• Ministry for Culture and Heritage; 
• Ministry for the Environment; 
• Ministry for Pacific Peoples; 
• Ministry for Women; 
• Ministry of Housing and Urban Development; 
• Ministry of Transport; 
• New Zealand Customs Service; 
• Parliamentary Counsel Office; 
• Parliamentary Service;  
• State Services Commission; and  
• Te Puni Kōkiri. 
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22. direct the Treasury to work with the following agencies to determine the best 
way to implement changes for the Votes they administer over Budgets 2020 and 
2021: 

• Department of Conservation; 
• Department of Corrections; 
• Department of Internal Affairs; 
• Land Information New Zealand; 
• Ministry for Primary Industries; 
• Ministry of Business, Innovation and Employment; 
• Ministry of Defence; 
• Ministry of Education; 
• Ministry of Foreign Affairs and Trade; 
• Ministry of Health; 
• Ministry of Justice;  
• Ministry of Social Development; 
• New Zealand Defence Force;  
• New Zealand Police;  
• Oranga Tamariki; and 
• The Treasury. 

23. note that appropriations for the following agencies cannot be consolidated any 
further, so they will not be required to undertake work for proposal 3: 
 
• Government Communications Security Bureau; 
• Inland Revenue Department; 
• New Zealand Security Intelligence Service;  
• Office of the Auditor-General; 
• Office of the Clerk; 
• Office of the Ombudsman; 
• Parliamentary Commissioner for the Environment;  
• Serious Fraud Office; 
• Statistics New Zealand; and 
• Te Kāhui Whakamana Rua Tekau mā Iwa — Pike River Recovery 

Agency. 

24. authorise portfolio Ministers to exercise their discretion to implementing the 
directive under recommendations 21 and 22, provided they outline their 
reason(s) for doing so in their MBU letter to the Minister of Finance; 
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Proposal 4 – exempting agencies from reporting against shared services 
appropriations 

25. note that under section 15D(1) of the Public Finance Act (PFA) 1989, the 
Minister of Finance may exempt departmental output expenses, or a category of 
departmental output expenses within an MCA from end-of-year performance 
reporting, if the funding relates exclusively to outputs supplied by a department 
to one or more other departments; 

26. note that there are several appropriations across Government that fund the 
delivery of shared services provided by a department to one or more other 
departments, and that agencies currently report performance against these 
appropriations; 

27. note that the Minister of Finance intends to exempt shared services 
appropriations from performance reporting under section 15D(1) of the PFA with 
effect from the 2019/20 Supplementary Estimates of Appropriations; 

Consolidation of policy advice appropriations 

28. note that there is currently a Cabinet directive that requires funding for policy 
advice to be in a separate appropriation from related outputs such as Ministerial 
servicing or Crown entity monitoring [CAB Min(11) 16/16 refers]; 

29. note that in order for the smallest 20 agencies to move to a single departmental 
output expense appropriation and for agencies to consolidate appropriations less 
than $10 million, the Cabinet directive outlined in recommendation 28 above will 
need to be rescinded; 

30. rescind the previous Cabinet directive [CAB Min(11) 16/16 refers] described in 
recommendation 28 above for all agencies with policy advice functions, including 
medium and large spending agencies; 

31. agree that agencies still be required to include the policy advice performance 
measures developed by the Treasury and Department Prime Minister and 
Cabinet (DPMC) Policy Project under the relevant appropriation, and report 
performance in their annual report, while enabling the Treasury and DPMC the 
flexibility to change or refine the measures over time; 
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Non-financial information 

32. note that as part of consolidating appropriations, agencies will need to review 
the following non-financial information required for each appropriation under the 
PFA, including where there is currently an exemption from performance reporting 
under section 15D(2)(b)(iii) of the PFA: 

32.1. a concise explanation of what the appropriation is intended to achieve; and 

32.2. a concise explanation of how performance against the appropriation will be 
assessed.  

Implementation of proposals 2 and 3 

33. agree that the Minister of Finance and relevant appropriation Ministers approve 
the necessary changes to appropriations, including fiscally neutral adjustments, 
to implement proposals 2 and 3 via MBU.  

 

Authorised for lodgement 

Hon Grant Robertson 

Minister of Finance 




