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Hon Grant Robertson 
Minister of Finance 
 

Discuss the contents of this report 
with Hon Davis at your bilateral 
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Treasury Report:  Bilateral Discussion: Minister of Finance and 
Minister of Corrections, Māori Crown Relations: Te 
Arawhiti, and Tourism 

Purpose of Report 

1. This report provides background information and advice for your Budget 2020 bilateral 
discussion with Minister Davis regarding his Corrections, Māori Crown Relations, and 
Tourism portfolios at 5pm on Wednesday 13 November 2019, including:  

• context on existing funding, including funding received in recent Budgets, and 

• an overview of cost pressures submitted for Budget 2020. 
 
2. Attached to this report are three annexes:  

• Annex A provides talking points for your bilateral discussion  

• Annex B provides a full list of the cost pressure initiatives submitted for 
Corrections and Tourism, and   

• Annex C provides a list of the Corrections successful Budget initiatives over the 
last two Budgets to help guide your discussion on delivering on past Budget 
commitments.    

3. We have provided preliminary comments for significant cost pressure initiatives. We 
will provide you with further advice, including funding recommendations for each cost 
pressure, ahead of the development of the cost pressures package. 

4. As at 10am 5 November, cost pressure bids seeking a combined total of 

Vote Corrections  

Context for Corrections portfolio  

5. The Department of Corrections’ (Corrections) annual departmental operating 
expenditure is $1.699 billion in 2019/20. Capital expenditure in 2019/20 is forecast to 
be $439.2 million.  

6. The total baseline uplift, including capital expenditure, over the last two Budgets for 
Vote Corrections is summarised in the table below. 

Budget 
Estimates 

Total appropriations (4 year 
annual avg) at Budget ($m) 

% increase (decrease)  in total 
appropriations (4 year annual 
avg) from previous Budget ($m) 

Budget 2017 1,595.0  

Budget 2018 1,759.9 10.3 

Budget 2019 2,016.7 14.6 

[33]
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7. The majority of Corrections’ operating funding is appropriated for prison-based 
custodial services ($1.080 billion in 19/20), which has increased by 56% since 2009/10 
in response to prison population growth. 

8. In Budgets 2016 and 2017 combined, Corrections received close to $900 million in new 
operating funding over four years to address prison population growth. As at the 
beginning of November 2019 the prison population is 10,118, having reduced from 
10,800 in March 2018. The reduction in the prison population has eased some of the 
immediate pressure, although this has been partially offset by increasing pressure in 
the remand population.  

Cost Pressures Submitted for Corrections 

9. Minister Davis submitted Budget 2020 cost pressure bids for his Corrections portfolio 
totalling  million of operating funding over four years and  million of capital 
funding. Information on the initiatives can be found in Annex B. We have provided initial 
comments on the initiatives, but are yet to assess them in detail.  

10. The magnitude of cost pressures submitted is consistent with recent years. It appears 
that the funding sought this year includes cost pressures that did not receive funding in 
Budget 2019 (around 50% of what was requested). We understand that a key driver of 
seeking this funding is an intention to restore prison network settings that were 
compressed during the period of rapid population increase (for example, restoring 
unlock hours).  

11. We expect that the slowing in the rate of increase in the prison population will lead to 
pressures reducing to a more sustainable level in the future, although this will be 
dependent on continuing to invest to reduce the prison population in the short-term. 
You may want to discuss this point with the Minister of Corrections.  

12. The Minister of Corrections plans to seek Cabinet endorsement at the end of 
November 2019 to the Hōkai Nuku business case, which outlines how Corrections 
intends to achieve its recent Hōkai Rangi strategy and deliver major change to the 
corrections system, including achieving reductions in reoffending and the forecast 
prison population. A key focus for the Minister is therefore likely to be ensuring that the 
corrections system is well placed for transformation.  

Māori-Crown Relations: Te Arawhiti 

Context for Māori Crown Relations: Te Arawhiti portfolio 

13. The Māori Crown Relations portfolio was established in October 2017. It is funded by a 
multi-category appropriation within Vote Justice, for which Minister Davis is 
appropriation Minister. In 2019/20, this appropriation contains $7.980 million for: 

• policy advice ($2.1 million) 

• services to Ministers ($0.7 million) 

• strengthening Crown capability ($4.2 million), and  

• supporting significant Māori events ($1.0 million). 

[33] [33]
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14. New operating funding, including some funding set aside in a contingency, received for 
this portfolio over the last two Budgets is summarised in the table below. 

Budget Estimates Annual appropriations at 
Budget ($m) 

% increase (decrease)  in 
annual appropriations 
from previous Budget 

($m) 

Budget 2018 
(funding for 2018/19 only) 

3.1 - 

Budget 2019 
(4-year annual average) 

8.5 178% 

Tourism Portfolio  

Context for the Tourism portfolio  

15. Baseline funding for the Tourism portfolio is $197.589 million in 2019/20. The main 
elements of the baseline are: 

 
• $111 million for Tourism New Zealand (TNZ, Crown Entity) 

 
• $40 million as revenue collected from the International Visitor Conservation and 

Tourism Levy (IVL) for use in tourism related projects 
 

• $17 million for the Tourism Infrastructure Fund (TIF), and  
 

• $16 million for tourism facilities e.g. cycle ways, great walks.   
 
16. The total baseline uplift over the last two Budgets for the Tourism portfolio is 

summarised in the table below: 

Budget Estimates Total appropriations (4 
year annual avg) at Budget 
($m) 

% increase (decrease)  in 
total appropriations (4 year 
annual avg) from previous 
Budget ($m) 

Budget 2017 163.701  

Budget 2018 159.846 -2.4 

Budget 2019 143.901 -11.1 

July 2019 - establishment of 
the IVL (out of Budget cycle) 

191.767 24.9 

17. In Budget 2018 and 2019, Tourism received no significant funding increases, pending 
the development of the Government’s Tourism Strategy and the IVL Strategy. The 
decrease in appropriations relates to re-prioritised funding of $6.6 million per annum in 
Budget 2018 and $5.5 million in 21/22 in Budget 2019, primarily from TNZ’s least 
effective marketing spend. 
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18. Tourism faces a reduction in funding of $25 million average per annum from 2020/21, 
when the four-year funding for the TIF ends. Tourism are likely to seek continuation of 
funding for the TIF through the priority-aligned Budget 2020 track.  

19. To ensure consistent, high value investment across the sector, it is important that any 
tourism investment is based on sound evidence with clear line of sight to the Tourism 
Strategy released in May 2019, which prioritises sector productivity, environmental 
sustainability, visitor experience and regional economic development. 

20. The IVL is forecast to generate around $90 million per annum, ring-fenced for 
investments in Tourism and Conservation. In August, Joint Ministers agreed to a ‘mini-
investment plan’, or 10 small investment ready projects across Tourism and 
Conservation ($18.7 million or 22% of available funding). The longer-term investment 
plan, with a 5-year horizon, is currently being drafted. The plan will outline sector shifts 
and priority programmes and will be presented to Joint Ministers in December.  

21. Any new initiatives seeking funding for Tourism through Budget 2020 should have a 
clear rationale as to why the IVL is not an adequate funding source in the first instance.  

Cost Pressures Submitted for the Tourism Portfolio    

Recommended Action 

We recommend that you: 

a note the context and cost pressure information outlined in this report, and 

b use the talking points in Annex A to guide your discussion with Hon Davis. 
 
 
 
 
Colin Hall 
Manager, Justice, Security and Government Services  
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 

[33]
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Annex A: Talking Points for your Bilateral with Minister Davis 

 
Talking points for the Corrections portfolio:  
 
• In the context of delivering the Hōkai Rangi strategy, which of the cost pressures 

submitted are most important to ensuring the corrections system is well placed for 
transformation? 

 
• Are there any cost pressures, or elements of cost pressures, that could be deferred 

until future Budgets? 
 
• What cost pressures, if any, are expected in future Budgets given efforts to reduce the 

prison population? 
 

• Has the Department of Corrections encountered any market or other constraints in 
implementing the investment received through Budgets 2018 and 2019? 

 
 
Talking points for the Tourism portfolio: 
 
• What are your priorities for the Tourism portfolio for Budget 2020? 

 
• How do you intend to demonstrate that Tourism bids need funding through Budget 

2020, rather than through the IVL?   
 
• New Zealand is experiencing slowing tourism export growth, how does the sector plan 

on responding to this? 
 
• It is important that Tourism budget initiatives be developed alongside other relevant 

agencies, as many of the Government’s levers for affecting change in the sector lie in 
other portfolios (for example, transport & infrastructure). 
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Annex B: Submitted Cost Pressure Initiatives  

Corrections 

Title Description 

 

Funding Sought by Agency Treasury Comments 

 Opex Avg 
($m) 

Opex 
Total 
($m) 

Capex 
Total 
($m) 

Maintaining a safe 
prison network 

This bid will enable Corrections to maintain its base settings 
of operational safety and effectiveness.  Maintaining these 
settings will ensure the prison network provides a safe and 
humane environment for our staff and the people we have a 
duty of care for.  These base settings establish the core 
platform upon which the Hōkai Rangi and Ara Poutama 
transformation can be delivered.   
The pressures addressed in this bid include wage pressures, 
the restoration of prison network settings for operational 
effectiveness and demand uncertainty, and the additional 
complexity of the prison environment including the 
management of extreme risk prisoners. 

- The primary driver of cost is remuneration 
(  p.a.), followed by investment to 
restore prison network settings following the 
significant increase in the population in recent 
years (  p.a.). 

Maintaining safe 
community 
services 

This bid will enable Corrections to maintain existing safe 
practice standards and service levels. Maintaining these 
standards and service levels is required to retain public and 
judicial confidence in the application of community based 
sentences and orders as safe and effective alternatives to 
imprisonment.  
This will be achieved by ensuring frontline capability can be 
maintained by and providing support 
for the expansion of electronic monitoring services and 
associated resourcing to meet forecast growth in this area. 

- The primary driver of cost is 

and 
responding to Electric Monitoring volume 
growth ($3.9 million, 
There are likely to be cost benefits in funding 
an increase in Electric Monitoring, compared to 
the alternative of a custody-based sentence.  

[33]
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Title Description 

 

Funding Sought by Agency Treasury Comments 

 Opex Avg 
($m) 

Opex 
Total 
($m) 

Capex 
Total 
($m) 

Infrastructure 
resilience 

This bid will enable Corrections to identify and begin to 
address critical risks in its infrastructure base, in order to 
maintain a level of safety and effectiveness to support 
delivery of Hōkai Rangi. 
Corrections is an asset intensive agency with an asset base of 
circa $3.5 billion. The pressures addressed in this bid include 
asset revaluation depreciation impacts, deferred 
maintenance and facilities maintenance pressures, and 
digital resilience relating to price pressures, and  

This initiative includes some unavoidable 
pressures (e.g. depreciation impact from Asset 
Revaluation), as well as some choices in terms 
of investing in maintenance of assets and 

Total    

 

[33]
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Tourism  
[33]
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Annex C: Delivering on past Budget Commitments – Initiatives within Scope    

Corrections 

Budget Title Funding allocated 

Opex Avg ($m) Opex Total ($m) Capex Total ($m) 

2018 Prisoner Volumes – Responding to Growth 79 316 198 

2018 Community-Based Sentences – Maintaining Public Safety 32 128 - 

2018 Housing and Support Services for Individuals in the Justice System 14.5 58 - 

2019 Increasing Access to Mental Health and Addiction Support 31 124 - 

2019 Restoring a Safe and Effective Prison Network 28.3 113 - 

2019 Offenders in the Community: Retaining Safe and Effective Community-Based Sentences  19.5 78 - 

 Total 204.3 817 198 
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