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Treasury Report:  Bilateral Discussion: Minister Robertson and Minister 
Sage 

Date:   12 November 2019 Report No: T2019/3541 

File Number: DH-32-8 (Department of 
Conservation (DoC)) 

Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 
 

Read this report and attached 
material ahead of your bilateral 
discussion with Minister Sage. 

19 November 2019 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Graduate Analyst, 
Natural Resources 

N/A 
(mob) 

 

Gwen Rashbrooke Manager, Natural 
Resources 

N/A 
(mob) 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached)    

[39][23]
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Treasury Report:  Bilateral Discussion: Minister Robertson and Minister 
Sage 

Executive Summary 

This report provides background information and talking points for your Budget 2020 bilateral 
discussion with Minister Sage at 12:30pm on Tuesday 19 November. The purpose of the 
bilateral is to discuss cost pressure bids and progress reporting in the Conservation and 
Land Information portfolios.  

Recommended Action 

We recommend that you read this report and attached material prior to your Budget 2020 
bilateral discussion with Hon Eugenie Sage at 12:30pm on Tuesday 19 November 2019. 
 
 
 
 
 
Gwen Rashbrooke 
Manager, Natural Resources 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Bilateral Discussion: Minister Robertson and Minister 
Sage 

Purpose of Report 

1. The purpose of this report is to provide background information and advice for your 
Budget 2020 bilateral discussion with Minister Sage at 12:30pm on 19 November 2019 
regarding the Conservation and Land Information portfolios.  

2. Minister Sage, as Associate Minister for the Environment, is also leading two cost 
pressure initiatives for the Environmental Protection Authority. We have provided 
information and initial comments on the two initiatives in our advice to support your 
Budget 2019 Bilateral with Minister Parker (T2019/3527 refers), and have replicated 
that advice in this Treasury Report. 

3. This report provides: 

• Context on existing funding, including funding received in recent Budgets. 

• An overview of cost pressures submitted for Budget 2020. 

4. 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 
Conservation and Land Information.  

• Annex C provides the Budget 2018 and 2019 initiative progress reports you 
requested from Minister Sage. 

5. We have provided preliminary assessments for all cost pressure initiatives. We will 
provide you with further advice, including funding recommendations for each cost 
pressure, ahead of the package formation stage.  

Conservation Context 

6. Vote Conservation’s annual operating expenditure is $545.504 million, which 
comprises of $499.499 million departmental and $46.005 million non-departmental 
expenditure. The annual capital expenditure is $48.904 million which comprises of 
$43.680 million departmental and $5.224 million non-departmental expenditure.  

7. The majority of Vote Conservation’s departmental operating expenditure is spent by the 
Department of Conservation (DoC) on maintaining, restoring and protecting 
ecosystems, habitats and species, along with the management of business 
concessions, and recreational facilities and services.  
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8. Vote Conservation’s total baseline uplift over the last two Budgets 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  

Budget 2017 456.671  

Budget 2018 490.167 7.33% 

Budget 2019 585.076 19.36% 

9. At Budget 2018, investment in DoC increased significantly. Budget 2018 baselined new 
funding for predator control and policy capability. It also provided significant funding for 
other biodiversity interventions through a tagged contingency. In Budget 2019, DoC 
was provided with additional funding for improving its internal health and safety 
capacity.  

10. At Budget 2019, the Vote Conservation baseline further increased due to the 
implementation of the International Visitor Levy. This is forecasted to provide 
approximately $45.000 million of operating expenditure each year. The 5 year 
investment plan is currently being drafted and will be presented to joint Ministers in late 
November. The Treasury is working with the Ministry of Business, Innovation and 
Employment and DoC on this investment plan, and will provide separate advice if 
necessary. 

11. With the significant increase in DoC’s baseline over previous years, there are now new 
options for reprioritisation. Total baseline uplift across the last three years has been 
approximately 28 percent. Therefore, relative to 2017, it is likely that a portion of the 
submitted cost pressure bids could be met from within baselines while still maintaining 
an overall increase in funding for general biodiversity outcomes. 

Land Information Context 

12. Land Information New Zealand’s (LINZ) annual operating expenditure is $196.816 
million. LINZ’s annual capital expenditure is $156.964 million, which comprises $25.000 
million departmental and $131.964 million non-departmental expenditure.  

13. LINZ’s departmental activities are approximately 60% third party funded. The bulk of 
this funding comes from fees charged for property title services and overseas 
investment applications. 

14. LINZ also has $141.244 million of non-departmental other funding. LINZ, on behalf of 
the Crown, manages a wide variety of Crown-owned land and property, including 
Crown-owned properties in the residential red zone areas in greater Christchurch and 
the Treaty Settlements Landbank. Often this means that LINZ’s activities arise from 
outside forces and they have to work hard to influence other agencies. 
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15. Vote Lands’ total baseline uplift over the last two Budgets 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  

Budget 2017 413.900  

Budget 2018 438.275 5.89% 

Budget 2019 432.249 - 1.37% 

16. LINZ received on average approximately $13.000 million extra operating funding per 
annum in Budget 2019. This additional funding represents a 19% increase in LINZ’s 
Crown funding over the forecast period, compared to the status quo. However, due to 
the expiry of time limited funding, the total baseline decreased from 2018/19 to 
2019/20. 

17. Over previous years, LINZ has internally reprioritised to meet rising demands, which 
will not be sustainable in the long term.  

18. We have some concerns about the Overseas Investment Office (OIO) memorandum 
account deficit. The key drivers of this deficit include the establishment of broader OIO 
regulator functions (such as monitoring and enforcement functions), and the impact of 
the Phase One Overseas Investment reforms (including implementation costs and, 
relatedly, lower than forecast volumes). As at 30 June 2019, this deficit was

19. LINZ is undertaking a fees review to consider the cost recovery for the overseas 
investment regime. A cost pressure initiative to address this deficit has also been 
submitted (see Appendix B). The Treasury’s initial view is that Crown funding should 
not be considered until the fees review is complete, as the level at which fees are set 
will determine whether, and how much, Crown funding is required. However, we will 
work with LINZ to better understand the impact a delay in addressing the deficit may 
have on LINZ’s balance sheet. 

Cost Pressures 

20. As at 10am 8 November, cost pressure bids seeking a combined total of 
operating over the forecast period (  average per annum), and 
total capital have been submitted. 

21. For the Conservation portfolio, Minister Sage submitted four cost pressure bids totalling 
 million of operating and  million of capital funding for Budget 2020.  

22. For the Land Information portfolio, Minister Sage submitted four cost pressure bids 
totalling  million of operating and  million of capital funding for Budget 
2020.  

23. Minister Sage is also leading two initiatives within the Environment portfolio; for a 
hazardous substances chemical reassessment programme and baseline funding for 
the Exclusive Economic Zone. Total funding sought for these two bids is 
million.  

[33]
 

[33]
[33]

[33] [33]

[33] [33]

[33]

[33]
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24. Information on the initiatives can be found in Annex A. We have provided initial 
comments on all of the initiatives, indicating what the Treasury recommendations may 
be. Note that these are preliminary and subject to change. 
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Annex A: Talking Points for your Bilateral with Minister Sage 

Talking points for the Conservation portfolio:  

• Including the forecasted International Visitor Levy funding, there has been 
approximately a 28 percent increase in the Conservation baseline over the last 2 
budgets.  

• Progress reporting on the Tagged Contingency for Biodiversity shows that you 
underspent by approximately 37 percent in the 2018/19 year ($2.8 million). The report 
suggests that you are also on track to underspend in the current year. Have there been 
any barriers to using this funding so far? Does this trend suggest there is a need to 
rethink the priority areas for this funding? 

• Given the significant increases to the baseline and some underspends, could a portion 
of the total cost pressures be met through reprioritisation? What would be the impacts 
to biodiversity?  

• 

• [Raise only if time permits] – How are you thinking about the strategic alignment 
between the International Visitor Levy and funding sought through the Budget process? 

 
Talking points for the Land Information portfolio:  

• Many agencies are currently facing capability pressures. What would be the 
advantages of prioritising the capability of LINZ? 

• Budget 2019 provided LINZ with approximately a 19% increase to funding for some of 
its core activities. How has LINZ been making use of this increase? Have there been 
any barriers to using this funding so far, or do you foresee any risks in the future? 

• How is stage one of the fees review for the overseas investment regime progressing?  
 

 
 

[33]
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Annex B: Submitted Cost Pressure Initiatives  

Conservation 
Title Description 

 
Funding Sought by Agency Treasury Comments 

 Opex 
Avg ($m) 

Opex 
Total ($m) 

Capex 
Total ($m) 

Remuneration and 
rental cost pressures 

DoC is requesting additional funding to 
cover non-discretionary cost pressures 
including: salary increases resulting from 
current pay bargaining and annual 
performance reviews (inclusive 
KiwiSaver/ACC);  

N/A DoC’s remuneration increases in the past 2 years have 
been 2.67% and 2.23% respectively. These increases were 
met through reprioritisation of their baseline. The decision 
on this bid will come down to judgements about scope for 
further reprioritisation. 

[33] [33]

[33] [33] [33] [33] [33] [33]

[33]
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 N/A 

Ngai Tai Supreme 
Court Decisions 

This funding will enable DoC to address 
the cost pressure on the policy, operations 
and regulatory arms of DoC created by 
the decisions of the Supreme Court in 
2019 related to Ngai Tai ki Tamaki Tribal 
Trust v Minister of Conservation & others 
which created new requirements to (1) 
view all work within conservation 
legislation through a Treaty of Waitangi 
lens (previously DoC applied a hierarchy 
of conservation legislation then Treaty of 
Waitangi) across DoC’s work; and (2) 
consider social and economic effects on 
mana whenua in addition to current 
rigorous consideration of conservation 
effects in statutory decisions (previously 
social and economic effect were deemed 
to be legally out of scope). 

N/A Although this clearly meets the cost pressure definition, it is 
unclear what specific activities DoC will need to undertake 
to meet the minimum requirements for compliance with the 
Supreme Court ruling. Treasury is seeking further 
information on the ruling and what Crown Law advice 
means for DoC.  

Total  

[33] [33] [33] [33] [33]

[33] [33]

[33] [33] [33]
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Land Information 
Title Description 

 
Funding Sought by Agency Treasury Comments 

 Opex 
Avg ($m) 

Opex 
Total ($m) 

Capex 
Total ($m) 

Protecting Crown-
owned Riverbeds 
from Pests and 
Weeds 

This initiative will address cost pressures 
and enable LINZ to adopt a proactive 
compliance approach to remove pests 
and weeds from around  hectares 
of riverbeds - including many South Island 
braided rivers. This land is increasingly 
threatened by the spread of pests and 
weeds, which disrupt natural processes, 
alter landscapes, reduce biodiversity and 
threaten indigenous species. Additional 
funding will enable LINZ to manage these 
pests and weeds to deliver better 
ecological, cultural, and social outcomes 
in a coordinated and cost-effective way. 

N/A Funding for this initiative was unsuccessfully sought in 
Budget 2019 as part of LINZ’s wider invasive weeds and 
pests initiative.  

It is likely that Treasury will support a scaled version of this 
initiative. Currently the bid seeks funding to  

These 
components of the bid may be discretionary and therefore 
not likely to align with the cost pressure definition. 

Given its direct ties to conservation pest management 
activity, there is potentially scope for this to be considered 
against other biodiversity priorities and funded from the 
International Visitor Levy.  

 
N/A  

 
 
 
 
 
 

Overseas Investment 
Regime Cost 
Pressures 

This initiative addresses a number of cost 
pressures for the Overseas Investment 
Office (OIO) in operating the Overseas 
Investment Act - a significant portion is 
associated with the ‘Phase 1’ reforms. 
This funding is non-discretionary spending 
necessary to meet legislative 
requirements in a responsible and 
financially sustainable manner. 

The Treasury’s initial view is that Crown funding should not 
be considered until the fees review is complete, as the level 
at which fees are set will determine whether, and how 
much, Crown funding is required. However, we will work 
with LINZ to better understand the impact a delay in 
addressing the deficit may have on LINZ’s balance sheet. 

[33]

[33] [33]

[33]
 
 

[33] [33] [33] [33] [33]

[33] [33] [33] [33]
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Overseas Investment 
Regime – Phase 2 
Implementation 

This initiative addresses a number of cost 
pressures for the Overseas Investment 
Office (OIO) in operating the Overseas 
Investment Act. This funding is non-
discretionary spending necessary to meet 
legislative requirements (current or 
forthcoming) associated with 
implementing ‘Phase 2’ of the Overseas 
Investment Act reforms in a responsible 
and financially sustainable manner. 

Total  
 
Environment 

Title Description 

 

Funding Sought by Agency Treasury Comments 

 Opex 
Avg ($m) 

Opex 
Total ($m) 

Capex 
Total ($m) 

Environmental 
Protection Authority 
(EPA) baseline 
funding for Exclusive 
Economic Zone and 
Continental Shelf 
(EEZ) environmental 
management  

This initiative seeks ongoing funding to 
enable the EPA to continue to carry out its 
core functions under the EEZ Act that are 
not cost-recoverable. 

Minister Sage is leading this initiative. 

4.0 16.0 N/A This initiative may have some merit. The initiative was not 
supported in Budget 2019 as the EPA already had funding 
secured for the 2019/20 financial year and was going to 
undertake further work on cost recovery analysis. The 
EPA’s EEZ activities are required under the EEZ Act, but 
there is no ongoing funding for the EPA to conduct these 
activities. 

The Treasury has been working with the EPA and MfE to 
understand the funding requirements and cost recovery 
settings for EEZ activities. We will provide you with further 
advice on options to address this pressure.  

[33] [33] [33] [33]

[33] [33] [33]
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Environmental 
Protection Authority 
chemical 
reassessment 
programme 

This initiative seeks funding to enable the 
EPA to address a higher volume of 
reassessments of the regulatory controls 
on chemicals than can be achieved with 
current funding. 

Minister Sage is leading this initiative. 

N/A This initiative may have some merit. A Hazardous 
Substances initiative was partially funded in Budget 2019 
but no funding was provided for the chemicals 
reassessment programme.  

The EPA is responsible for reassessments under the 
Hazardous Substances and New Organisms (HSNO) Act 
and is facing pressure to reassess chemicals on the priority 
list within reasonable timeframes. We will consider funding 
options to address this pressure. 

Total N/A  
 

 

[33] [33]

[33] [33]
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Annex C: Delivering on past Budget Commitments – Initiatives within Scope  
 
Conservation 
Budget Title Funding Allocated 

Opex Avg ($m) Opex Total ($m) Capex Total ($m) 
2018 Enhancing Biodiversity by Controlling and Eradicating Predators 20.320 81.280 N/A 

2018 Tagged Contingency for Biodiversity 19.000 76.000 N/A 

2018 Strengthening DOC’s Organisational Capacity and Capability 4.060 16.240 N/A 

2018 Managing the Impacts of Increasing Numbers of Visitors to Public Conservation 
Land 

1.375 5.500 N/A 

2018 Enhancing Biodiversity Protection in the Mackenzie Basin  0.650 2.600 N/A 

 Total 45.405 181.620 N/A 
 
Land Information 

Budget Title Funding Allocated 
Opex Avg ($m) Opex Total ($m) Capex Total 

($m) 
2019 Watts Peninsula: Improving wellbeing through the establishment of a reserve 1.002 4.006 N/A 

 Total 1.002 4.006 N/A 
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