Reference: 20200317

4 November 2020

s9(2)(a)

Dear

s9(2)(a)

THE TREASURY

Thank you for your Official Information Act request, received on 1 September 2020, for:

All emails, aide memoirs, advice, reports, correspondence, analysis,
recommendations, briefings and documents of any kind and on any platform sent,
held or received by Treasury in relation to the $72.5 million COVID-19 emergency
support package for the racing industry announced on May 12, including the $50

million in funding provided to the TAB.

On 7 September you narrowed the scope of the request:

I am happy to discard the administrative communications and include matters of
policy advice, opinion etc — so matters of substance.

As you are aware, on 22 September | extended the timeframe for making a decision on
your request by 25 working days.

Information being released

Please find enclosed the following documents:

Item | Date Document Description Decision
1. 31 March 2020 | Email: RE: Racing package Release in part
2 1 April 2020 Email: RE: Racing package Release in part
3. 2 April 2020 Email: FW: Racing Industry Support — Sensitive Release in part
4 2 April 2020 Treasury comments on Draft Cabinet paper: Release in full
Emergency Support Package to Ensure the Survival of
the Racing Industry
5. 14 April 2020 Email: FW: Racing Industry Support — Sensitive Release in part
6. 14 April 2020 Email and attachment: Racing Industry Support — Release in full
Sensitive
7. 21 April 2020 Commissioning Note for Scope of Works to Undertake Release in part
an Independent Appraisal of The Racing Industry
Transition Agency ("RITA”)

1 The Terrace
PO Box 3724
Wellington 6140
New Zealand

tel. +64-4-472-2733

https://treasury.govt.nz




Item | Date Document Description Decision

8. 27 April 2020 Submission seeking funding for COVID-19 related Release in full
costs: All-weather racetracks

9. 29 April 2020 Submission seeking funding for COVID-19 related Release in part
costs: gambling, racing and community funding work
programme

10. | 29 April 2020 Assessment template: all weather racetracks Release in full

11. | 2 May 2020 Email: RE: Racing briefing — Recommended Racing Release in part
Industry Support Package

12. | 3 May 2020 Racing Industry Transition Agency — Funding Release in part
requirements

13. | 4 May 2020 Treasury comments on Draft Cabinet paper: Release in part
Emergency Support Package: Racing Industry and
Sport

14. | 4 May 2020 Assessment template: Gambling, Racing and Release in full
Community Funding Work Programme

15. | 4 May 2020 Email: RE: Racing Cabinet Paper — Agreement to Release in part
emergency racing industry support package v3

16. | 4 May 2020 Email: Re: RITA Release in part

17. | 5 May 2020 Email: RE: Emergency Support Package: Racing Release in part
Industry and Sport Cabinet paper

18. | 5 May 2020 Racing Industry Transition Agency — Funding Options Release in part
memo 5 May 2020

19. | 5 May 2020 Racing Industry Transition Agency — Funding Options Release in part
matrix 5 May 2020

20. | 6 May 2020 Email: Treasury comments on Draft Cabinet paper: Release in part
Emergency Support Package: Racing Industry and
Sport

21. | 6 May 2020 Treasury comments on Draft Cabinet paper: Release in part
Emergency Support Package: Racing Industry and
Sport

22. | 6 May 2020 Extract from “Advice on COVID-19 Response and Release in part
Recovery Fund package for Budget Ministers 6 May”

23. | 12 May 2020 Email: FW: Racing Industry Support Package: Approval | Release in part
of Financial Recommendations

24. | 25 May 2020 Aide Memoire: Future intervention in the TAB / RITA: Release in part
Potential costs and wider policy issues

25. | 2 June 2020 Racing Industry Support Package: Approval of Release in part

Conditions of Funding




| have decided to release the relevant parts of the documents listed above, and to
withhold certain information under one or more of the following sections of the Official
Information Act, as applicable:

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

o contact details of officials, under section 9(2)(g)(ii) — to maintain the effective
conduct of public affairs through protecting ministers, members of government
organisations, officers and employees from improper pressure or harassment

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

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

o direct dial phone numbers of officials under section 9(2)(k) — to prevent the
disclosure of information for improper gain or improper advantage.

Some information has been redacted because it is not covered by the scope of your
request. This is because the documents include matters outside your specific request.

Information withheld

| have decided to withhold one email relevant to your request in full under section
9(2)(g)(i) of the Official Information Act — to maintain the effective conduct of public
affairs through the free and frank expression of opinions by or between or to Ministers
of the Crown or members of an organisation or officers and employees of any public
service agency or organisation in the course of their duty.

Information publicly available

The following information is also covered by your request and is publicly available on
the Treasury and/or Unite Against COVID-19 websites. | have therefore refused your
request for the documents listed in the table below under section 18(d) of the Official
Information Act, as the information requested is or will soon be publicly available.

Item | Date Document Description Website Address
https://covid19.govt.nz/assets/res
Cabinet Paper - Emergency ources/proactive-release-2020-
1. 15 April 2020 | Support Package for Racing july/SE23-Cabinet-paper-
Industry and Sport Emergency-support-package-

racing-industry-and-sport-16....pdf

https://covid19.govt.nz/assets/res

Minute - Emergency Support ources/proactive-release-2020-
2. | 16 April 2020 | Package: Racing Industry and | july/SE37-Emergency-Support-
Sport Package-Racing-Industry-and-
Sport.pdf
Racing Industry Transition https://www.treasury.govt.nz/sites
3. | 30 April 2020 | Agency — report to the [default/files/2020-09/oia-

Treasury 20200293.pdf




Item | Date

Document Description

Website Address

4. | 11 May 2020

Cabinet Minute CAB-20-MIN-
0219.14: COVID-19: Response
and Recovery Fund
Foundation Package: Vote
Internal Affairs

https://www.treasury.govt.nz/sites
/default/files/2020-06/b20-cab-20-
min-0219-14-4289974.pdf

5. | 11 May 2020

Cabinet Paper CAB-20-SUB-
0219: COVID-19 Response
and Recovery Fund
Foundational Package

https://www.treasury.govt.nz/sites
/default/files/2020-06/b20-cab-20-
sub-0219-4283397.pdf

6. | 12 May 2020

Department of Internal Affairs
Racing Briefing RA20200091:
Racing Industry Support
Package: Approval of Financial
Recommendations

https://treasury.govt.nz/sites/defa
ult/files/2020-06/b20-ra20200091-

4285392.pdf

7. | 12 May 2020

Initiative(s): Vote Internal
Affairs COVID-19 Response
and Recovery Fund Initiatives

https://treasury.govt.nz/sites/defa
ult/files/2020-06/b20-initiatives-ia-
4278244 .pdf

Some relevant information has been removed from documents listed in the above table

under the Official Information Act, on the grounds described in the documents.

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

Please note that this letter (with your personal details removed) and enclosed

documents may be published on the Treasury website.

This reply addresses the information you requested. You have the right to ask the

Ombudsman to investigate and review my decision.

Yours sincerely

Colin Hall

Manager, Justice, Security and Government Services
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From: Michael Lonergan [TSY]

Sent: Tuesday, 31 March 2020 10:08 AM

To: Craig Murphy [TSY]

Subject: RE: Racing package

[IN-CONFIDENCE]

Hi Craig Q i>

| wanted to ask if this paper is something you want to take the Iead ing on W|t 3 OVID response angle,

or me from the Vote team?

| also had some initial comments | thought might be useful to c pective:
It’s quite a vague paper — either a loan or a guarante€ a inal shape isn’t clear
- There are likely to be fiscal implications that need charg owances/between Budget
contingency/elsewhere due to: %
o any loan being at a preferential ra ichw

o “repurposing” of the betting lev
- The support package for the racing indust
is preparing for the sports sector more broa

Scheme announced by th
package (at $75m). G

- The paper is light op'th ancials ar reducing its costs — paper notes that TAB requires $45m of

the $75m guarant e fof its operations oV e next year. There looks to be a gap between the proposal (up

and what
- aguar

signifi
cheers
Michael
From: Murray Joh rray.Johnson@dia.govt.nz>
Sent: Monday, 3 020 3:10 pm
To: Craig Murphy Craig.Murphy@treasury.govt.nz>

Cc: Jason Dowse <Jason.Dowse@dia.govt.nz>; Michael Lonergan [TSY] <Michael.Lonergan@treasury.govt.nz>
Subject: RE: Racing package

Hi Craig

Here’s the draft paper. As discussed, it’s provided to ensure we are as ‘joined up’ as we can be — so the what we say
in here aligns with the approach you are taking.

The draft is still subject to fact checking but the overall approach is as indicated.

Happy to clarify any points required — although once we’ve got an approach agreed, it would be useful to include
the Racing Industry Transition Agency in any detailed discussion.
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Kind regards,
Murray

From: Murray Johnson

Sent: Monday, 30 March 2020 1:24 PM

To: 'Craig Murphy [TSY]' <Craig.Murphy@treasury.govt.nz>

Cc: Jason Dowse <Jason.Dowse@dia.govt.nz>; 'Michael Lonergan [TSY]' <Michael.Lonergan@treasury.govt.nz>
Subject: RE: Racing package

Hi Craig ; é
i —if that’s ok? @

We expect to have the draft paper with you today

At this stage, we just want to make sure anything we are saying the an.accurate de F{pn of the process.

Kind regards,
Murray . . . L
Remainder of this email trail is not relevant @, eguest



McDowallJ
FreeText
Remainder of this email trail is not relevant to the request


20200317 Doc 2
Page 3 of 102

Michael.Lonergan@treasury.govt.nz>

To: Murray Johnso Jrray.Johnson@dia.govt.nz>

Cc: Craig Murphy [TSY] <Craig.Murphy@treasury.govt.nz>; Jason Dowse <Jason.Dowse@dia.govt.nz>
Subject: RE: Racing package

Hi Murray

We've been having a number of discussions here about where this work might fit in with other things underway.
Craig’s work is focused on “economically significant businesses” with a focus on those with wider economic
externalities or network impacts, and we’re not quite clear at the moment whether the TAB fits into this category,
so any intervention with the TAB might not fit into this category.

Based on the paper sent through yesterday, we weren’t clear exactly what problems the TAB is facing beyond a
general sense of revenue decline, and therefore we weren’t clear on what might be the most appropriate
commercial solution. We think more detailed work might need to be done to look into the issues here. The Treasury

1
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is also keen to be involved in the design and execution of any commercial solution once any policy decisions on
support have been made — this would be more in Craig’s team from a commercial perspective than from my
perspective as VA.

Below is a suggested approach on the Cabinet paper that helps get appropriate Cabinet approvals while also
allowing detailed consideration of the TAB’s position and flexibility in design of any solution:

- We'd suggest you frame this Cabinet paper to focus on the question of “should the government agree to
intervene and provide support to the TAB?” It wouldn’t agree to any specific type of support but could
outline in detail:

o What financial difficulties the TAB/RITA is facing

o what RITA/TAB is looking for in terms of any assistance &

o why existing mechanisms (e.g. wage subsidy scheme or finan antee) 3 ient
o why there is a strong case for bespoke intervention witli the TAB GQ

- The paper could also set out some bottom Iines/negotiating ers for the ®§A7/Tr d specific
objectives to be achieved.

- The recommendations in the paper could then: N\ .

o direct DIA and Treasury to investigate and to
RITA/TAB, determine appropriate support
mechanisms in line with parameters set/by

o authorise MoF and Minister of Racm
support package to allow for spee +n

Cheers
Michael Q/

From: Murray Johnson <Murrav.Jo/ﬁ>n’SBQ dia.govt

ial situation faced by
egotiations on support

Sent: Tuesday, 31 March 202 m/ %
To: Michael Lonergan [Tiﬂ& 'Eﬁagﬁ.onergan@ﬁéag y.govt.nz>; Craig Murphy [TSY]
<Craig.Murphy@treasury.g

Cc: Jason Dowse <Jason.Do\MS§<.{@/dia.govt.nz>

Subject: RE: Racing
iw?
/”%

Thanks for gettingback. We jré gt\ilfg\etting the information from racing and sport to finalise the paper — so we don’t

Hi Michael

necessarily need Treasury 0 and comment on this version of the paper. What would be handy is a steer on
whether a support pac chas this would be routed into the process that Craig and his team have underway —
or something else.
| N |

We will get you a c@gr version of the paper later today or early tomorrow —and are expecting to forward a draft to
our Minister for his perdsal and feedback on Wednesday. From there (and discussions with MOF’s Office) we hope
to get an indication as to whether it heads to CBC or CVC. Timing then dependent on that — but for consideration in
fairly short order.

Does this help?
Cheers, Murray Remainder of this email trail is not relevant to the request

Deleted - Not Relevant to Request
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From: Michael Lonergan [TSY]

Sent: Thursday, 2 April 2020 5:15 PM

To: Murray Johnson; Jason Dowse

Subject: FW: Racing industry support - Sensitive
Attachments: TAB support package cab paper V10.docx

Hi both — as mentioned in the separate email, below are comments on the Please let mhen you
receive them.

e &@ §9

From: Michael Lonergan [TSY] @ @
Sent: Thursday, 2 April 2020 1:17 pm @ @

To: 'Jason Dowse' <Jason.Dowse@dia.govt.nz> %

Cc: Murray Johnson <Murray.Johnson@dia.govt.nz>; %I rphy [TS aig:Murphy@treasury.govt.nz>

Subject: RE: Racing industry support - Sensitive
Hi Jason @ : ;

o Entity: The TAB fi ponse package isn’t primarily about the racing
industry, so DIA/ k at ways ensure the survival of the racing industry,
but the TAB. Racing /s§ i s.aresecondary, and the vast majority of the requested package

ould be good to flesh out in this section the 75m figure a bit more. In relation to
now what the various support options would entail in terms of S so the paper

is paper after that date.
- We've included a Treasury comment

One final thought not in the paper itself: | understand Sport NZ has been tasked creating a support package for the
sports sector more broadly. We haven’t yet seen what they are preparing. However it does raise the question of
whether this support package should involve additional funding to the TAB for sports if there’s another wider sports
package. It would be good to at the least mention this sports package in the paper, and discuss with Sport NZ.

Please let me know what your timing on this paper is looking like when you get further information.

Cheers
Michael
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From: Jason Dowse <Jason.Dowse@dia.govt.nz>

Sent: Thursday, 2 April 2020 11:11 am

To: Michael Lonergan [TSY] <Michael.Lonergan@treasury.govt.nz>
Cc: Murray Johnson <Murray.Johnson@dia.govt.nz>

Subject: RE: Racing industry support - Sensitive

Hi Michael,

Thanks for this. In terms of timing of impact, TAB will need to have received a significant sum before May 11, we
don’t have an exact number but I'd expect it to be region of $20m+, on the basis that its operating costs are around
$10m per month and it’s got some deferred payments to make and that’s be anned distribu
payments to codes. It could be quite a bit more than $20m but that is th would w&k%y{

Cabinet agrees to the recs. \ J/‘
N >
If the support is via a Crown guarantee, would that have a fiscal impact, ou nee ref the risk?

O
From: Michael Lonergan [TSY] <MichaeI.Lonergan@treasury@w 33
Sent: Thursday, 2 April 2020 10:37 AM
To: Jason Dowse <Jason.Dowse@dia.govt.nz> Q/\
Cc: Murray Johnson <Murray.Johnson@dia.govt.nz>
Subject: RE: Racing industry support - Sensitive o

[IN-CONFIDENCE] %

@ /@]

ver att Wt and sent to Craig and others here too, and had an
ialdimplications, when do you think the expenditure would be

v e have a COVID-related process for additional expenditure

g-the fiscal impacts and processes.

incurred by the govt — before 1»!\/15{94 after 11 M
and that’s a key consideration i ms of chargi
da

I'll keep going throughran

Cheers R %\\
Michael Q\,,\ B &{j
~ Yo,

=
. m

Hl Jason

Thanks for sending this through. I’arjor
immediate question — if there are"\s%pif\m

0 send you comments around midday or early afternoon.

{ ‘
From: Jason Dowse <Jason.§6®&\e@dfa.govt.nz>

Sent: Thursday, 2 April 2 \2\%;:1
To: Michael Lonergan ichael.Lonergan@treasury.govt.nz>

Cc: Murray Johnson < ay.Johnson@dia.govt.nz>

Subject: Racing in@\s@port - Sensitive
=)

Hi Michael,

Further to our conversation, we have taken your points on board and revised the cab paper as attached. We
appreciate you and your team might be pushed to give this an end to end read so, the punch lines are:

e This is about supporting the industry and RITA and the TAB are vehicles to do that

e TAB is within a couple of weeks of failing

e Because the TAB is the critical revenue generator for the industry if it fails then industry recovery will be
long, hard and uncertain and would negate the industry reform programme already started

e We have moved away from specifically recommending a Crown guarantee

e Added in a rec about DIA and Treasury working to confirm what is needed

e Authorising joint ministers to take decisions on what support is provided and the form that takes.
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If at all possible we would like to get this sighed out to our Minister today so it would be very helpful if you could
have a quick look, at least at the recs and advise if you have any further comments before we proceed.

Kind regards

Jason Dowse | Senior Advisor

Policy Group | Toi Hiranga

Department of Internal Affairs | Te Tari Taiwhenua
Mobile: s9(2)(0)(ii)

Te Tari Taiwhenua
2 Internal Affairs
~

O

CONFIDENTIALITY NOTICE

The information in this email is confidential to the Treasury, intended-o the addresse

are not an intended addressee: ) )

a. please immediately delete this email and notify the Treasury: urn email or telephone (64 4 472 2733);
. aw

b. any use, dissemination or copying of this email is strictly{prohibited and may bi%;\ u

AN\
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DRAFT- NOT GOVERNMENT POLICY
SENSITIVE
Office of the Minister for Racing

Chair
Cabinet XX Committee

Emergency Support Package to Ensure the Survival of the Racing In

Proposal

1.  This paper proposes a support package to ensure the survival of

Executive summary
Shouldn’t it also be focusing on the survival of the TAB first and
foremost? The racing industry and NSOs impacts are a further
consequence of that

2. The TAB, racing industry and National Sporting Organi
TAB are under severe pressure as a result of COVID-19: T cirlg industrygi@higbl
cashflow reliant, principally on revenue generate B’ \\% /

3. The Racing Industry Transition Agency (RITA) expectsthe TAB's reve \{ﬁ)
close to zero from April 2020, with little prospect fﬁfgrfificant revefue.r
before the new racing season starts in A gﬁ§Nhe rz;cing indus yéu& imited
reserves and cannot survive on its own &%e‘s.hhe direct and i d@?yemployment
impact generated by the New Zeal j i

equivalents, with in excess of
shape or form. Many of these

Commented [ML[2]: When were these figures from? State the
date as things will have changed

- — — 7| Commented [ML[3]: Is this meant to just be “revenue to the
er month. The significant TAB” rather than revenue to sports and racing?

go some way to mitigate

has taken urgent action to

not survive without additional

y' not quickl{fe d resume its contribution to New
X,

, N> >
5. RITAh Q lie}t/e a suppo?pfﬁapproximately $75m that would ensure the
s through.t6 30 July 2020 but with significantly reduced

IK&Q\m@}ﬁes'su’ed support, approximately $56 million would
Survival, so it can restore industry revenue as soon as
d’sport.€vents resume. In addition, approximately $14 million
gh'to racing codes to support their operations. A further $5
million would go at normally receive TAB funding. The package has

approxima;e/ly, S on built-in to support a recovery campaign to help attract the
public and waers back to racing and sport events and associated wagering.

6. Theracing seaétmé expected to partially resume in August and if revenues resume
quickly no further support may be needed. However, if the season has a delayed start
or slow recovery then additional support may need to be considered.

Page 1 0f 11
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DRAFT- NOT GOVERNMENT POLICY
SENSITIVE

7. This paper recommends that Cabinet direct the Department of Internal Affairs and the
Treasury to urgently confirm the nature and scale of support required in line with @
|

parameters set by Cabinet. It also recommends that Cabinet authorise the Minist
Racing and the Minister of Finance to take decisions on negotiations and apprc@

final support package, with an upper limit of $75 million.

Background
8. The TAB, racing industry and NSOs that rely on the TAB are under severepressure as a

result of COVID-19. \While some events are still occurring in Australia and )e-:&orts

depend on it. \

)
9. In the longer term, owners will not have the resou f,eyt/o remain in_

As New Zealand’s legislated mé@rggoly\fsor wagering p
part of New Zealand’s gan’{ﬁmrg\[g@at'ory framework: W

Zealanders to access wageri \g@r ducts from oriline_offs
can operate terrestrial wagering services and

principles of New Zealand’s gambling system: beingtrusted and transparent (by being
accountable to Government); providj\ng protections for consumers; and ensuring there

he community (thro@g%/dm/ utions and payments to racing and

10. s, the TAB is an important

e it is not illegal for New

sport). \‘ \
11. Gover tjhéfannounce/d/sﬁsponse packages that include: income
support fo | 6\rt<ﬁ§f all and medium sized businesses. Those

rkers; and suppo
responses will go some W aﬂéyi’ate the impact on some participants in the racing
nses will not ensure the survival of the TAB and the
three racing code: > horoughbred, Harness and Greyhound). Only the
reserves to fall back on. The TAB’s revenue and
distributions to racing codes will not resume until major domestic and international
racing and sp, @g nts restart in material numbers. RITA, as the operator of the TAB,
has approat{%{%ﬁernment seeking support for the industry to survive this
unprecedented-erisis.

Page 2 of 11
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DRAFT- NOT GOVERNMENT POLICY
SENSITIVE
Racing is a major industry and employer

12. The racing industry is comprised of RITA/TAB (a Statutory Entity governed by the
Racing Act 2003), the three racing codes, racing clubs, horse and dog owners, trait
breeders, jockeys and others. The TAB is one of two primary sources of revenué

13. A 2018 study by the Australian consultancy firm IER, showed

Zealand Racing Industry was responsible for generating mo an S @

million per annum. The same study showed that the/total
employment impact generated by the New Zeala
jobs, with in excess of 58,000 individuals partici
form. Many of these jobs are based in regional

13-14. The racing industry has been in a lofig tekm decline. Declinifigfoak ¢
future race field sizes, leading to less ggeﬁq}g :;hd less revenl,é ff}?thLé‘r;{ing
industry. Prize money is low 0 ret n;?t&}wne/s are low. B@fﬁh}pr}{it margins have
also reduced. The racing industry’s @condmic value was 2 16/1\7\w s'the same value as

in 2010, reflecting a loss in vall@ri’fﬁFeQ\ter/rﬁs. The gO)/ep?urﬁgﬁ;ﬁaé begun a series a

major reforms to revitalise theMimdustrv.

rThe industry will not survive wi dé}h}}porﬁ e SN2 1

14:15. 0 , the TAB’s revent
enses, the TAB distrib

{ Formatted: Font: Font color: Auto ]

inhibit

Commented [ML[5]: This section could be made a lot clearer
through use of a few tables to summarise —it’s a little difficult to

348 million and its expenses follow at the moment
ed 5162 million to the racing Also not clear at the moment what projected revenue and

4 million to Spo |ng orgamsations, pa|d in month|y expenditure look like in the next few months
arpings. This Ie\ft N AB ith a loss of $29 million. RITA eXpeCtS This section is also not clear as to why existing government
e on April 2020 and with little prospect of responses to COVID are not sufficient — e.g. the wage subsidy

scheme, finance guarantee scheme, etc

drop to close 0

new’racing season starts in August. The new
number of races and then progressively

) . . .
15-16. ears RITA has invested to bring the TAB’s betting

distributions to, g codes. However, it means the TAB now carries $45 million in
term debt‘r?e AB also has a $5 million overdraft, and its lenders have indicated
further significant debt’support is not available without Government support. Lenders
are also inc@ concerned that the TAB may not be able to meet its existing
commitments, n with recently announced COVID-19 support measures. The
existing racing industry reform programme was on track to place the racing industry on
a more sustainable footing, but this is now in jeopardy as a result of the pandemic.

Page 3 of 11
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DRAFT- NOT GOVERNMENT POLICY
SENSITIVE

16:17. RITA estimates that the revenue loss to sport and racing will be over $20 million
per month and \that TAB operating costs are around $11 million per month\i RITA ha Commented [ML[6]: Are these fixed costs?
taken urgent action to reduce costs to offset the collapse in revenue. It has froze
recruitment and non-essential expenditure, closed all TAB retail stores and

implemented a 3-day work week and sought voluntary leave from staff. The ¢

Is this the cur?ﬁ? operati ost? Or is this the TAB's estimated

operating cost after taking as many measures as possible regarding
expenditure.

from directors having to declare that the TAB is not a gomg ¢
operations.

1718. Codes are significantly impacted and facing the'lo:

advice is that the Codes may be able to survive wi
of the racing season if they share resources; whic
However, RITA has noted that this would Ieav%

resumption of racing in August to support races a Y

further COVID-19 related restrictions, w |ct\1( W@@Id delay the re ozflr
\mportar:f e “cwé industry,

comm|tt|ng to initiate a comprehe 3

[CAB 19-MIN-0168.02 r‘efers] /H T ‘Isis means r k 7? 7r1g7r§f70[r11 77777777 {‘Commented [D_‘IL[7]: §ome of these r.eforms have already been
programme will fail to secure fh\ of the indust oss-additional support is implemented — with question as to effectiveness of those reforms?
provided. If the TAB cease{/tradlng/zﬁ/lswﬂl mean that.onceithe COVID-19 crisis has

passed the industry may n kTyrecover andre e‘itscontribution to New

Zealand’s economy.
A support package for ther ustry and sport
19-20.

support package that would ensure the TAB can continue
flcantly re uced\ Osts and revenues. The package would
g industry an %Me survival until the end of the financial

S most or all of the $5-6 million forecast to
0 and generated by sport betting activities.

N\
20:21.  If the COVID-19 crj ng nd prevents racing resuming later in 2020 there
witkmay be a need to e | asmg the support beyond the proposed upper
limit. If that appear nt d, proposals will be brought to Cabinet for consideration

later in 2020.
21:22.  To assist- th ustry, Government could also agree that the betting levy be
a

repealed a/ Thls would allow the TAB retain any-betting-duty{the-betting

approximately $4 million of duty in its

account which itwould normally distribute to codes and Sport NZ. This would have a

corresponding impact on the Crown’s operating balance\. RITA also estimates that

approximately $4.8 million in support can be accessed from existing support packages. L {Commented [ML[8]: Any more specificity available here? Which
RITA does not consider that the existing packages, retention of betting levy or re- packages? How much from each package?

purposing change funding will be sufficient to sustain the industry through to August

2020.
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22:23. RITA has requested additional support to the end of the TAB’s financial year (30
July 2020) to:
e Ensure the TAB can maintain a baseline functionality and meet essential and

unavoidable costs;

e Ensure the Codes can maintain a baseline functionality and meet essenti d
unavoidable costs;

stakes as soon as racing and sport events can resume.

23:24. Department of Internal Affairs officials have review
by RITA on its financial position and outlook and find:it
reviewed this information. RITA’s advice is that the rac

hei N
d&xlg\;T/e reasurym{&

stry is expecte

financial year. The next racing season commences.a ugust 2020 and at
time revenue flows should progressively.start @:{ ' and the nee
diminish, assuming the pandemic impacts and re [{cfi/ohs are easi
Zealand and offshore. If normal racing vo u’rﬁesere significantly delaye
August, further industry support may ne e\considered. S

24-25. Of this support, RITA advises ppreximately SSQ(T)H 'o}\\ Id be used by
the TAB to ensure its survival, SO e industry rev ﬁug s)soon as possible. In
addition, approximately $14 millien would'be passed g o*gcing codes to
support their operations. ur\tjﬁ'efsg hillion would g national sporting
organisations that would o di@?ﬂy?nticipate payme ontent over the period.
The package has appr tely $2 million bujlt-intoSupport a recovery campaign to
help attract the pub rs back to ra sport events and associated

wagering.

a

Options for the type o
nber of ways Gi \?@n t support ean-could be structured. In
ng levy, G r%??\buld provide:

\
)

226006 =

\

N
25:226.2 A Crown loa \f//
25:326.3 A Crow eefor a commercial loan.
26:27. The above i s ot mutually exclusive, and a support package could include
a combination of the three’items in paragraph 25. A grant would have the highest
direct cost /@ﬁ t@u own’s accounts but would position the industry for rapid recovery.
A Crown Io%x\nﬁ oy Id incur a capital charge but would be a recoverable asset and have
limited impa \Qh,t/ﬁe Crown’s accounts if the loan is repaid and depending on the
terms of the loan. A Crown Guarantee of a commercial loan creates commercial
incentives on the industry — but could incur a higher cost to the Crown over the long

term, if the industry failed to recover sufficiently and repay its debt.

27.28. However, a Crown loan and a Crown guarantee would mean the industry has to
make repayments out of future revenue streams and this could slow the sector’s
recovery and, in the longer-term, its ability to achieve financial sustainability.

Page 5 0of 11
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28:29. This paper proposes that any assistance would be targeted to meet unavoidable

operating costs. For example, }if the support is via a Crown guarantee it weuldmay,
with some limits, be appropriate to allow RITA and the codes to determine how t

this will greatly slow the ability for the industry to recover.
If no support is provided the TAB will have to cease trading

29-30. The requested support package for the TAB would ensure th

clubs to trainers and breeders and potentially all'14, full i johs
directly or indirectly employed in the racing indu rting organisation WQUIH‘
also suffer, and via them, the athletes they su%

30.31. If the TAB ceases operations Government and ag/e{'\cies woul
racing industry to put in place arrangem

ts for one or more replac

-

rdeliver pl;dd;u
the TAB. A h%@a of that magnitude
e?iyéar or more to put in

31.32. e “the racing industry by a
minimum of 6-12 mo6 or drjve it into a do iral from which it might not
recover. This would almost certainly lead to furtherréquests for financial support from

the industry.
%\\7
s that rely on the TAB are under severe

~19. The'industry is highly cashflow reliant, principally on

Aéu\haf\/e y limited reserves and cannot survive on its own
. . e . .
t e{gy%ll be significant economic hardship for the sector

33-34. There is a e for providing assistance and it is recommended that the
Treasury and D entof Internal Affairs investigate the financial position of the
TAB and prQViH'é\}dy%ﬁto the Minister of Finance and Minister of Racing on options
for appropria{e}@‘aé(t to ensure the TAB is able to survive until 30 July. To allow for
timely decision making, it is recommended that Cabinet authorise joint Ministers o
i iseussi i take final decisions on seate-efany
support package. fThe initial objective would be to ensure the survival of the
ingustryTAB-Hneludingthe TAB through to the end of its 30 July financial year. A
second objective would be to position the industry to successfully resume racing in
August. A third objective is to mitigate impacts on sporting organisations as a result of
lost betting revenue.{
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Consultation

Racing Industry Transition Agency® (RITA) comments on the proposals

34.35. RITA has underlined the seriousness of the impact of COVID-19 on the viabili
the TAB and the New Zealand racing industry and sport. The crisis has clearl|
highlighted that neither the TAB or racing industry has the financial resilie
weather the impact of COVID-19 without external support. This reinforces previous

Government decisions with regard to the reform of racing, in partlc arthe need or

&
NS

)
,\ Q)
35-36. RITA has also identified a number of areas of risk for %-\ In particul %

is concerned at potential numbers of New Zealande
online gambling products (such as virtual racing,
games) in the absence of racing and sport wageri

TAB to offer a broader range of produc
measures to prevent New Zealander.

leakage of this gambling outside N Commented [ML[10]: This is a RITA comment, but it doesn’t
seem relevant to the current situation. Some of the reforms also
address these issues, so it makes me question whether RITA is overly

focused on wider reforms

Sport New Zealand comments @

37. Sport and Recreation NZ ha
element targeted to sporti
considers it important thatsports betting sury
revenue. It is also wi 0
distribution.to sport as aniinvestment in.the bettin platform. On the other hand,

i the survival Os~with some, such as basketball and

iant on betting revenue-_>

%

7777777 %] ) {Formatted Font: Bold, Italic
rv\hagnot assess,(d,the fortation provided by RITA to verify the financial \[ Formatted: Font: Bold, Italic

state of theTAB, or determined the specific need for or nature of any financial { Formatted: No bullets or numbering

support. If the governmgnt\e\hwé@!to provide immediate support, the detailed
commercial scrutinv/na/v/p\r&\m an opportunity to consider ways to put the TAB on a
more financially su”s}a{na&e footing in the long term.

36-39.

A Itati \\
gency consu a@é/
37:40. The Tre and Sport and Recreation NZ, the Department of Prime Minister
and Cabinet (Policy Advisory Group) were consulted.

LRITA is the successor Agency to the Ministerial Advisory Committee and the New Zealand Racing Board.
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Financial implications\

Commented [Ml;l}l?his section also needs to outline the

- { 75m figure and why jt’is s€en as reasonable.
41. The proposals in this paper have significant financial implications, depending on th
final shape of any support package.- The impact on Crown accounts ear-could be /?
reduced by structuring the support for the TAB in the form of a Crown loan or @
Guarantee. If a loan is provided the terms would need to be determined b oS
at a preferential interest rate and with deferred repayments for up to 5 yé

the placement of a Crown monitor. Risks to the Crown will also b
havingif lenders take on a portion of the risk, as they have witho

packages announced by Government. It is likely that any expenses r Capital injection ‘\9
incurred through support for the TAB would be charged again&t\t%e\CQ/VID—w
Response and Recovery Fund established as part of Budg}t\iezb. )

2o N — \\\
S ~_
Human rights % N4 4
ions fo i

39:42. The proposals in this paper haveno implic

Gender and Disability implications < i\ Qi\

ilit /‘implicatio[rs/.“\\
N

40:43. The proposals have no/gende

\

)

If Cabinet declines to
able a replacement operator

Legislative implications

N
4144, The proposals.in this péfdziﬁo require legi
provide support; then legislation d be requi
ea

to be recruited to servicerth land racing.in
Impact analysis %

42:45. A Regul

W ssessmentwwed.
Publicit - =
y }/‘ N> >
43-46. If joint Ministers agree to provi pport, the Department and Treasury will
coordinate with-RITA on th t'mﬁn d content of public announcements regarding
)
/

ckage. {\
Proactive release %

4447, The propo aper will if approved, require sensitive commercial
negotiations wi and’lenders. It is recommended that this paper is not released

until negotiation been concluded.

(
Recommendatién{\?J

45.48. The Minister for Racing recommends that the Cabinet XXX Committee:

1.  note that the racing industry is a major contributor to New Zealand’s economy
and is at risk of collapse because the COVID-19 pandemic;

2.  note that the racing industry receives most of its income from the TAB
(approximately Sx million annually) and is severely impacted by the loss of
almost all revenue;
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3.  note that national sporting organisations derive funding of Sx million annually
from the TAB, which will cease as a result of the suspension of sport events an
associated betting;

4.  note that the significant income and business support packages already
announced go some way to mitigate the pandemic impacts on the indust

financial position faced by the TAB, and prepare advice for ieiz
Minister of Finance and Minister of Racing on whatisreegu
support mechanisms to ensure the survival of theraeingi
immediate future through to 31 July ireludingthe
that;

Page 10 of 11
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6.  authorise the Minister for Racing and the Minister of Finance to take all

decisions on a support package for the racing-industry TAB with an indicative
upper value of $75 million (including any necessary changes to appropriatio

AGREE / NOT AGREED @

@

{
Authorised for lodgement \@ @
Rt Hon Winston Peters @ %
Minister for Racing @
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From: Michael Lonergan [TSY]

Sent: Tuesday, 14 April 2020 2:22 PM

To: Murray Johnson

Cc: Jason Dowse; Orsola Del Sante-Bland

Subject: FW: Racing industry support - Sensitive

[IN-CONFIDENCE] @ &
Hi Murray Q

Thanks for sending this through. | also got your voicemail earlier on ha een follo n% p-with MoF’s office to
clarify that point around the appropriate Ministers/decision making bo ‘ve also capied in Qrsola in your finance
team. %
Some comments on the paper itself (apologies, very quickly gut together):

. A\ B 3

— however in the paper seems
is required to ensure the survival

“

éems to

of the racing industry, including the TAB” is very bread.an L territory already covered by the
i nedwyp to just focus on the immediate support
ot
y

Messara report rather than support to 31 July. Tt outdbe tight
and given how quickly things are moving here o’suggest a

hat it’s DIA-led with Treasury support:
, to report to [x Ministers] on an
appropriate support package to ensure th ival of the T to the end of its 31 July financial year”
We don’t support the inclusion of the racing.F m% a support package for the industry to get it through
itia ght forthe 2020/21 year and other than the betting levy
initiative is submitted for inclus

should be able to advise f r bt broadly Where funding is required and it can wait until after 11 May for a
decision its considered “n nt” and there’s.an 6mnibus Cabinet process for this.

ould please amend as below:
n provided by RITA to verify the financial state of the TAB or determined
ingncial support. If the Government chooses to provide urgent financial
hat'it should be focused on dealing with the immediate insolvency needs of the

ID-19, and not addressing wider issues with the racing industry. The detailed
commercial scrutiny requiréd mayyprovide an opportunity to consider ways to put the TAB on a more financially

And in terms of thieright Ministers/decision making body that you mentioned in your voicemail — | followed up with
MoF’s office to cla grvri feedback. They advised that MoF wants the Budget Ministers (the PM, DPM, MoF and
James Shaw) to see the paper seeking final decisions on assistance, and that it is later considered by Cabinet/CBC as
final decision making body. That group of Ministers already looks at papers going to CVD, Cabinet and CBC so
doesn’t add in extra time to the process. However, we got a very clear steer on the consideration of that next paper
—unless it is absolutely necessary to get final decision sooner for the TAB, MoF’s view is that the racing and sports
assistance packages should be considered together. So you should get in touch with Sports NZ about the timing of
their package and work with them to line this all up.

Cheers
Michael
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From: Murray Johnson <Murray.Johnson@dia.govt.nz>

Sent: Tuesday, 14 April 2020 8:59 AM

To: Michael Lonergan [TSY]

Cc: Jason Dowse

Subject: RE: Racing industry support - Sensitive

Attachments: 200403 Cabinet Paper TAB support package sensitive V21.docx
Follow Up Flag: Follow up

Flag Status: Completed

Good morning Michael

Here’s the latest version of the paper. We would be keen for

Kind regards,
Murray

Sent: Thursday, 9 April 2020 5:04 PM
To: Michael Lonergan [TSY] <Michael.Lonergan
Subject: Re: Racing industry support - S s@ge

Hi Michael _
The discussion between Minisger&%ﬁ@f@éen had - early feedback is that we are to work with Treasury to get

the paper up to COVID min'te‘@m epnext we ally interested in feedback at your end.

It seems more work has te onthe fir& options (grant v's Crown guarantee / loan!) and expanding to
be more inclusive o N

rther di
/o

Obviously nee 81(3

s

Have a great Easter in your bubble. | )
&’/

Cheers,

Murray Q

/. 'T‘\
Get Outlook for iQSI\\ \‘
N %

s %(yjﬁ Tuesday.
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Office of the Minister for Racing

Chair
Cabinet COVID-19 Group of Ministers

Emergency Support Package: Racing Industry and Sport

Q /&
f the Racm\g\lﬁdustry

Proposal

1.  This paper proposes a support package to ensure the alo
ye througl’(teél%ﬂ(y 2020. It
will support the TAB as a key eIement of New Zea and’s statutory.gambling monopoly

OVID-19 has run

its course. ? | /;j\
\O)
Executive summary \ %/
2.  The Racing Industry and National Spor rgamsat@s s) are under severe

financial pressure as a result of -19. The raC| g ry is-highly cashflow

reliant, principally on revenu d by the T \Tﬁe TAB’s role is to market and
provide for betting on racmg gért even d by the respective racing and
sports codes. It has stat rotectlon t% a domestic betting operation for its
customers and gener t|aI revenu cing and sport.

ﬁlb‘ —governs the TAB — and expects the
TAB’s revenue to dr \o close t rom Apr|I 2020, with little prospect of
significant rev mge overy befor: ewracing season starts in August. The racing

industry h \y\lfnited res ‘and cannot survive on its own resources. A 2018
study com ed by the Ne

3. TheRacing IndustWTr on Age

aland Racing Board found that the direct and
nerated by the New Zealand racing industry is over

rm. Many of these jobs are based in regional economies.?

4. Th a/ss cancell? global sports events will result in a significant drop in TAB
distribution Os. By mid-March sports betting turnover was already down 80%.
In-seaso swill feel the most immediate impact. Sports will also suffer major
impac st distributions from Class 4 (Pokies) operations, resulting from the

COVID-: ckdown. In 2018, those full year distributions totalled approximately $170
millién:
ﬁ\:/

LRITA is the successor Agency to the Ministerial Advisory Committee and the New Zealand Racing Board.

2 Size & Scope of the New Zealand Racing Industry, prepared by IER, February 2018.
https://www.rita.org.nz/sites/default/files/documents/NZ%20Racing%20Size%20and%20Scope%202018%20
Full%20Report.pdf
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RITA estimates that the revenue generated by the TAB will decline by approximately
$20 million per month but most of the ongoing operating costs of around $11 million
per month will continue. The significant income and business support packages already
announced go some way to mitigate the pandemic’s impact on the industry. In
addition, RITA has taken urgent action to reduce costs to offset the collapse in revenue
but cannot survive without additional assistance. If the TAB ceases trading this will
mean that once the COVID-19 crisis has passed the industry. may not quickly recover
and resume its contribution to New Zealand’s economy.

RITA has requested a COVID-19 support package wor i ative §7 ‘/ ‘/il{'rQn that
would ensure the survival of the industry includin tinued opération ‘of the TAB
but with significantly reduced size, costs and reve Of'the request d Jpport,
approximately $56 million would be used by e TAB to ensure its survi I, so it can
restore revenue for racing and sport as soo $po: :

support a recovery campaign to hel

sport events and associated wag% T~
CHa
Government has already ann %d asures &i“s(sf)ort, including the roll-over of

n
funding for the current finan %gar into next ye overnment is also considering a
sport recovery package. The
includes S5 million th
complement the ot €
wagering derived {I\ﬁé/@:ﬂ\

e

’ it normally receive TAB funding. This will
ures take@p ort sport and help offset the loss of

The proposed {a%ﬁg%fd sport sup. ackage would also recognise the decisions
already taker \j\?\vestme %ﬁ% y. Government to protect and grow the racing
industry. The industry is keen t some racing occur before August, but this would
be ve ited; dependént on.the TAB being able to provide betting and broadcasting
suppaort a ignificaﬁ?gc%?is not expected before August. If revenues resume
\IS o’further p?r eyond July may be needed. However, if the season has a
yed start op/ﬁb very then additional support may need to be considered.

The Ministe \R\afl g has been considering various initiatives to support the racing
industryr. gramme and assist the racing industry to recover and become a

i try post COVID-19. This includes infrastructure such as all-weather
The Minister proposes to progress consideration of these in consultation
inister of Finance and alongside consideration of the COVID-19 support

with I\h\g ‘
package.”

Racing is a value-add industry and it’s in the interest of New Zealand to protect and
grow it. This paper recommends that Cabinet direct the Department of Internal Affairs
and the Treasury to urgently confirm the nature and scale of support required. It also
recommends that Cabinet authorise the Minister for Racing and the Minister of
Finance to take decisions on negotiations and approve any final support package.

Background

11.

The Racing Industry and NSOs are under severe pressure as a result of COVID-19. The

racing industry is highly cashflow reliant, principally on revenue generated by the TAB.
The TAB’s role in the industry is to market and provide for betting on racing and sport
products / events produced by the respective racing and sports codes.
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A small number of events are still occurring in Australia and e-sports betting is ongoing
but only generating a few thousand dollars in gross betting revenue per month. Almost
all significant racing and sport events have been postponed or cancelled. While some
events could resume in the next few months, no significant volume of racing is
expected before August. This means there are few racing and sport events available
for wagering, no profit distributions to the industry from the TAB, and horse and dog
owners cannot win prizes in order to cover their costs which include payini\/;grs,

S 0 depend on revenue TAB generates
through wagering on sporting events in NewZealand and gv ’i‘s@a /This loss in
revenue directly impacts on sporting codes:a par @t{and communities that
benefit from financial support from . &

Government has announced signifi antresponse p/a\é%age hat include: income
support for workers; and suppeor all and \N@ﬁ sﬁzed businesses, along with

other fiscal responses. Those r ‘gp/‘ées will gf%o ay to alleviate the impact on
. V ’\

ose responses will not ensure the
codes (the codes -Thoroughbred,
Harness and Greyh/o,7 the reve u@J}n rating TAB. Only the Thoroughbred
code has any reserves to B’s revenueand distributions to racing

N~ ) :
codes will not (ésu%mtil major tic and international racing and sport events
restart in ma aw bers. e operator of the TAB, has approached

LC A —dd
@ g suppor% industry to survive this unprecedented crisis, as

ensure.sporting codes continue to receive the distributions they rely on.
Racing is* dustw@ﬁ%&;yer

hﬁéwac/g indusWised of RITA which owns and operates the TAB (a Statutory
Entity \governeq(b‘ acing Act 2003), the three codes, racing clubs, horse and dog
owners, traiTé ders, jockeys.and others. The TAB is one of two primary sources
of reven therindustry - the other being investment from the owners of racing

e generated by the TAB, after costs, is distributed by RITA to the
imarily in the form of stake money - the amount of money available to
wmn’QFS\ nd place-getters in a race.

A 2018’s{udy by the Australian consultancy firm IER, showed that in 2016 the New
Zealand Racing Industry was responsible for generating more than $1.6 billion in value-
added contribution to the New Zealand economy. This expenditure was responsible for
creating a direct value-added impact (in terms of wages, salaries and profits) of $611.0
million per annum. The same study showed that the total direct and indirect
employment impact generated by the New Zealand racing industry was 14,398 FTE
jobs, with in excess of 58,000 individuals participating in the industry in some shape or
form. Many of these jobs are based in regional economies.
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The industry will not survive without support

17.

18.

19.

In the year to 31 July 2019 the TAB’s revenue was $348 million and its expenses
totalled $211 million. After expenses, the TAB distributed $166 million to the racing
industry, paid in monthly increments based on earnings. This left the TAB with a loss of
$29 million as shown below.

Results to 31 July 2019 SmE!ions

Revenue 48 -
Expenses® /\%}\}1/ \ Qj“
Gross profit 137 W\\/f
Distributions to Codes —~ 166

Net Profit/Loss f:? -29

RITA’s forecast for TAB gross revenue for-the‘year to 31 L\ 2@9‘ was $380 million.

With the impact of COVID-19 it now Ii/\?a;x ctstor 250 million. The negative
hen co sic the period 1 March 2020
orecast gross revenue of $162 million and

to 31 July 2020. For this period

now it is only expecting $31 r@S rity of that in March and April
and little in May through to the enc ition, the TAB had been forecasting a
net profit after distribut'on@; uly period of $4 million, the revised

forecast for that period i or a $55 million loss. The TAB’s forecast full-year loss is
now $70 million. T)ae}“ é@e ] to start in August at the earliest. This is
dependent on COW@l@ ajectory.a very, with a limited number of races and a
progressive in&fré\wase%;ﬁolumeaa ses are returned to racing condition.

Over the years RI% i

and custom erience up to international standards. RITA used debt to fund these

inves %s?ebt fund apital projects enabled the TAB to maintain distributions

to’r%j? es. Howe eans the TAB now carries $45 million in term debt. The
A{B\al asash ionoverdraft, and its.lenders have indicated further significant

'\\l{pport is‘;ﬁa able without Government support. Lenders are also
increasingly kém that the TAB may not be able to meet its existing
commitm n with recently announced COVID-19 support measures. The

existin industry reform programme was on track to place the racing industry on
a maore ainable footing, but this is now in jeopardy as a result of the pandemic.

3 This includes $10 million for distributions to National Sporting Organisations.
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20. RITA has taken urgent action to reduce costs to offset the collapse in revenue. It has
frozen recruitment and non-essential expenditure. In line with Government COVID-19
lockdown directions it has closed all TAB retail stores and implemented a 3-day work
week and sought voluntary leave from staff. The closure of retail stores has also meant
RITA’s Class 4 gaming operations have ceased. These operations fund racing integrity
services through the proceeds from Class 4 gambling and contribute to community

sport.* While the TAB’s online operations can continue, the absence of racing:and
major events on which consumers can wager means the revenue that can t&
generated is low compared to pre-COVID-19. RITA is dering redundan s to

¢ fixed casts\q\ya/esult of

efore unable
r of weeks

d cease all

from directors having to declare that the TA |§/not7a gomg co
operations.

21. Codes are S|gn|f|cantly impacted and f; cmg\

of the racing season if they shar%
has noted lack of external su tﬁ,/:)

/2 : ) ) :
22. TAB’s dlstrlbutlons <tcfsp have doubled over the last six years. Sport
New Zealand a<d ises 1 ellation of global sports events will result in a
significant N istribution to NSOs: Sports betting turnover is already down

80%. In-s
Ameri foo

foot s rugby, bas | and rugby league (depending on the NRL season
C will feel theomost immediate impact. Sports will also suffer major impacts
{mh;c:} dlstrlb ‘&9<rfClass 4 (Pokies) operations. In 2018, these distributions

d apprommat 170 million (2019 data is not yet available).

| (NFL), both of which are at the end of their seasons. Basketball,

23. Governme reV|oust recognised the importance of the racing industry,

committi initiate a comprehensive set of reforms to ensure its ongoing viability

68.02 refers]. However, the reform process is not complete, and the

galy{s ipated in terms of industry sustainability have not yet been achieved. The
curre\}ut/cjms means that the racing reform programme will fail to secure the future of
the industry unless additional support is provided. If the TAB ceases trading this will
mean that once the COVID-19 crisis has passed the industry may not quickly recover
and resume its contribution to New Zealand’s economy. In essence, the Government’s
investment in the reform programme to-date could be a sunk cost — and if a significant
industry decline were to eventuate, a substantially different reform package may be
needed.

4$4.1 million was distributed to sporting community organisations in 2019.
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A support package for the racing industry and sport

24.

25.

26.

27.

28.

RITA has requested a COVID-19 support package that would ensure the TAB can
continue operations but with significantly reduced size, costs and revenues. The
package would also support the racing industry and secure its survival until the end of
the financial year (31 July). NSOs will also suffer the loss of most or all of the $5-6
million forecast to be paid to NSOs between April and August 2020 from revenue

generated by sport betting activities. &

If the COVID-19 crisis extends and prevents racing resumi in 2020t}1ere Il be
a need to consider increasing the support provided. If thatappears w rr&hted ) further
proposals will be brought to Cabinet for consider F >

ar (31 July

RITA has requested additional support to the
2020) to:

26.1 ensure the TAB can maintain a bafsﬁ
unavoidable costs;

26.2 ensure the codes can maintain-a

26.3 offset the loss of distrib@on

26.4 drive a quick and str
and stakes as so

@hndertaken a preliminary review of the
information prowdedby ncial position and outlook and it appears
credible, but tl<|w eed further: tion’if Cabinet agrees to provide support.

RITA’s advice }h\fthe raci justry is‘expected to require a minimum of an
additional million to carry [

Department of Intefrna irs offici

rough to the end of its financial year. The next
racing w ormally ¢ ences around August and at that time revenue flows
shouldprog esswely ésumeand the need for assistance diminish, assuming

' strlctlons are easing, both in New Zealand and offshore. If
r al/racmg vo |gn|f|cantly delayed beyond August, further industry
sup

rt may e con5|dered
Of this su %prommately $56 million would be used by the TAB to ensure its
surviv n restore industry revenue as soon as possible. In addition,
approximately $14 million would be passed through to racing codes to support their
operg\b s. A further S5 million would go to NSOs that would ordinarily anticipate
pay n'eé for content over the period. The package has approximately $2 million built-
in to support a recovery campaign to help attract the public and owners back to racing
and sport events and associated wagering.

Page 6 of 11
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Options for the type of support provided

29.

30.

31.

32.

33.

To assist the industry, Government could agree that the TAB retain any totalisator duty
(‘betting levy’) savings. The TAB has in its accounts approximately $S4 million of betting
levy which it would normally distribute to codes and Sport NZ. RITA also estimates that
approximately $4.8 million in support can be accessed from the COVID-19 income
support package. Because of its size, the TAB does not fall within the criteria for the
business finance guarantee scheme and the scheme could not offer sufficient support
even if the TAB is eligible. RITA therefore does not consj he existin ges
and retention of betting levy (if approved) will be suffici ustain the\\dustry
D/

through to August 2020. NS
7~
There are a number of ways Government support ca structured. Inaddition to the

betting levy, Government could provide: Q\);,, :
=~
%\\/

g@xfﬁ package could include a
combination of the three ite aragraph ver form support takes, there

are a number of factors Ministers will nee ider. These include; the potential
impact on the Crown’s a s; the risks he. n wishes to take; alignment with
other support packa
rebound.

The Minister fQ? @/has also% nsidering various further initiatives to support
and assist the racing industry to recover and
OVID-19. These are set out in the table below and

30.1 grants;
30.2 aCrown loan; and
30.3 a Crown guarantee for a com

The above items are not mutua

]
I»rowosed initiative ! Rationale

1. Complete \seaﬁ To contribute to the racing industry’s financial One-off cost of

of the tot viability, particularly as it undergoes large-scale $4.660 million in

one yee/}»a . change from the reform programme. 2020/21

2.C n%n to all- Co-funding all-weather race tracks to support the One-off cost of

weath‘eﬁ\re tracks industry’s viability by enabling more reliable racing | $15.000 million in
\\\—/ ) conditions and fewer cancellations for weather. 2020/21

3. Extension of Funding for additional policy and specialist $6.147 million over

Departmental work resources required to: support the implementation | 4 years (decreases

programme phase of the racing reforms - avoiding the need for | to $0.814 million in

future reforms of this scale. outyears)

If Cabinet agrees with the support package recommendations in this paper, the
Minister for Racing will also develop these initiatives in consultation with the Minister
of Finance.

Page 7 of 11



20200317

Doc 6
Page 28 of 102

DRAFT- NOT GOVERNMENT POLICY
SENSITIVE

If no support is provided the TAB will have to cease trading

34.

35.

Next steps
36.

Racing Industry T
37.

The requested support package for the TAB would ensure that the TAB has the
minimum required to sustain some level of operation and capability, enabling the
racing industry to survive. If no support is provided to the TAB, it will have no prospect
of meeting its commitments and will have to immediately cease trading. Failure of the
TAB would have immediate and large impacts on the racing industry, from codes, to
clubs to trainers and breeders and potentially all 14,000 fulltime equivalent jobs
directly or indirectly employed in the racing industry. Sp anisati ns d
also suffer, and via them, the athletes they support with ndicative anr@%‘lmpact of
$10 million and additional lost revenue from Clas bling actmt@s _/

A2 /
If the TAB ceases operations, policy consideration would need tobe gNgﬁto either re-

he New Zealand
ing Acts. This would
lative s pp\Q} and arrangements
eisno %d{hat a replacement
he spring. Liquidation of

— acing md(l%f‘yb a minimum of 12-18
months or drive it into a dow iral from %fmlght not recover. This would

establishing a TAB or another replacement o Qi;gtor or operatorsf

be a significant exercise which would reqt
could take a year or more to put in place..

almost certainly lead to furthe ggy%sts for nn vupport from the industry.

0%

iding as '|&¥e and itiis recommended Cabinet

enteri sions with RITA on the form and scale of

any support pac @5 will in on5|der|ng whether there are any further

actions the TAB(can take to reduce costs. The initial objective would be to ensure the

survival o try, inclu %h TAB through to the end of its 31 July financial
would

year. A seco jective w to position the industry to successfully resume
i %st A thi ive.is to mitigate impacts on sporting organisations as a
betting reve
N\
ion’ o

There isa strong cas

\ﬂapAgency comments on the proposals

RITA h rlined the seriousness of the impact of COVID-19 on the viability of the
TAB a% w Zealand racing industry and sport. The crisis has clearly highlighted
tha{ne@h the TAB or racing industry has the financial resilience to weather the
|mp@\toj COVID-19 without external support. This reinforces previous Government
decisions with regard to the reform of racing, in particular the need for the TAB to
operate on a proper commercial footing. RITA believes consideration needs to be given
to the appropriate future cost structure of the TAB but notes that significant reform is
not practical while the impacts of COVID-19 are still being felt and that restructuring
costs will likely require further Government assistance.

Page 8 of 11
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RITA has also identified a number of areas of risk for the TAB. In particular, RITA is
concerned at potential numbers of New Zealanders accessing alternative offshore
online gambling products (such as virtual racing, novelty betting and online casino
games) in the absence of racing and sport wagering products. No New Zealand-based
provider is legally able to advertise these products to New Zealanders, but New
Zealanders are free to access them online offshore. RITA believes either allowing the
TAB to offer a broader range of products (such as virtual racing) and/or puttl in place
measures to prevent New Zealanders accessing offshore ts may ste

leakage of this gambling outside New Zealand'’s regula

Sport and Recreation NZ has been consulted <icon5| ers that” r\;gsed support
element targeted to sporting organisations i Kea bIe in the circumstances. It

considers it important that sports bettin as th|s |s/a/v:{1u e source of
revenue. It is also willing to take a short-t pactin mg betting levy held for
distribution to sport as an investme r*tbe‘ betting p On the other hand,

betting revenue is vital for the supviv Os — V\yt \s e, such as basketball and
tennis highly reliant on betting %Qs

The Treasury has not asse 7 m t%n vided by RITA to verify the financial
{ﬂn?q d for or nature of any financial support.
iate support the detailed commercial

<Zf"’

scrutiny reqwr

TAE |&}ructured in the form of a Crown loan or Crown Guarantee. If a guarantee is
prowdecflt could be subject to a range of conditions, including potentially the
placement of a Crown monitor. Risks to the Crown will also be mitigated if lenders take
on a portion of the risk, as they have with other assistance packages announced by
Government. If a grant is provided this would have a direct impact on the Crown’s
accounts but provide the strongest support for the industry to ensure its long-term
survival and continued contribution to the economy.

Other initiatives proposed to support racing industry reform would cost an additional
$26 million and would include Departmental operating expense, non-Departmental
capital and a forecast change in Vote: Revenue.

Page 9 of 11
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Human rights

44. The proposals in this paper have no implications for human rights.

Population Implications

45. The Racing Industry makes an important economic impact to rural New Zealand,
providing a wide range of employment opportunities complementary to othe
agriculturally-based occupations. As well as jobs directly related to the preg%:i\;n and
caring for racing horses and greyhounds, such as breeding
associated service industries include veterinary, feed
transport, manufacturing and construction.

vning and trainin e
ourism, acc\mﬁﬁodatlon

N2 \/

NS

Legislative implications R

46. The proposals in this paper do not require ti
support, then legislation would be require
i

able a E&Qcﬁnent operator to be

recruited to service the New Zealand@ ustry. i?
\ —

Impact analysis

47. A Regulatory Impact Assess %

required

=/ N

Publicity % b, S
48. If joint Ministers agr de sup@ e epartment of Internal Affairs and

Treasury will coordmﬁ RITA ming and content of public announcements
regarding the suppopt p\ackage %

Proactive relea
49. The propos |s paper w %pproved, require sensitive commercial negotiations

with otentlal rs. It is recommended that this paper is not released
unti ions ha oncluded.
Reco ndations N
50. The Mlnlster%iaﬁiag recommends that the Cabinet COVID-19 Group of Ministers:
1. thé racing industry is a major contributor to New Zealand’s economy
isk of collapse because of the COVID-19 pandemic;
2 ‘/,i at the racing industry receives most of its income from the TAB, through

\\ev/énue generated from wagering and betting on events provided by respective
racing and sports codes, and is severely impacted by the loss of almost all
revenue;

3. note that national sporting organisations derive significant funding from the
TAB's operations, which will cease as a result of the suspension of sport events
and associated betting;

4. note that the significant income and business support packages already
announced go some way to mitigate the pandemic’s impact on the industry and
sport, but the racing industry has substantial unavoidable ongoing costs that it
cannot meet;

Page 10 of 11
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5. note that the objectives of providing a racing industry support package would be
to; ensure the survival of the TAB through to the end of its 31 July financial year;
position the industry to successfully resume racing in August; and mitigate
impacts on sporting organisations as a result of lost betting revenue;

6. direct the Department of Internal Affairs and the Treasury to prepare advice for
joint Ministers on what is required to ensure the survival of the racing industry,
including the TAB and options for achieving that;

7. authorise the Minister for Racing and the Ministe ceto ta)(g/ ecisions
on a COVID-19 support package for the racing i hich incll@sﬁn
~ >

element for sport; and <W/
8.  note that subject to the Minister of Finance’s agreement, 'derWﬁg industry

reform budget initiatives may also be %ssed in addition-to.the COVID-19

support package provided to the raci ustry. /TN
\O)
@ \\\\77//

N )

Rt Hon Winston Pet%rs\ C//

o
Minister for Ra

4 N
Authorised for Iodgement@ /:‘\\\
N\
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Memo

To: David Blue and Craig Murphy, easury &
From: John Fisk, David Urlich and orley \\ S
Date: 21 April 2020

Subject: Commissioning Note for Scope of Works to U ﬁake an

Independent Apprai bf The Racmg ndu ransition Agency

("RITA”)
@ @’/

1.0 Background and Intr&ﬁo
% rown seeking support to continue
) 1gat10ns RITA expects the TAB’s

the ca cé{i}on f global sports events has resulted in a
ibutions to'national sporting organisations.

Dear David and Craig

RITA, as the operator of the @ha approa
operating under its current

August, or earher) Simila
significant drop i in! ’d:fer [AB

RITA/ TAB g I‘nglijg’mdust and several national sporting organisations have very limited
: resources. It is considered critical that a support
Crown is ma ilable, given the economic and social significance of the

other sporting bodies to New Zealand.
&airs (“DIA”) has been working with RITA to develop policy

prepared a Cabinet paper that the Minister for Racing submitted

ns for a response
abinet for 06 o‘

COVID- isters dlrected DIA, with support from the Treasury, to prepare advice for joint
Minis at is required to ensure the survival of RITA and the racing industry,
1nc1 e TAB, and optlons for achieving that. Decisions on any COVID-19 support

pac gby)é he TAB, and racing industry, which includes an element for sport, would be
abinet

Ministers agreed that the objectives of any racing industry support package would be to:
1. ensure the survival of the TAB through to the end of its 31 July 2020 financial year;
2. position the industry to successfully resume racing in August 2020;
3. mitigate impacts on sporting organisations as a result of lost betting revenue;

RITA has initially requested a support package with an indicative value of $75 million,
consisting of $56 million to directly ensure the survival of the TAB and its operations; $14
million to pass through to the racing codes; and $5 million to pass on to sports codes.

PricewaterhouseCoopers, PwC Centre, 10 Waterloo Quay, PO Box 243, Wellington 6140 New Zealand
T: +64 4 462 7000, www.pwc.co.nz
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Therefore, it is vitally important and urgent that the following key issues are addressed.

. Ensuring the survival of the TAB in the immediate te
July 2020 financial year, by determining whati
ensuring any support package meets those réeg
requirements for racing codes. &

o Once those immediate requirements h e
industry to successfully resume raci

to do so, with a particular focus on
new racing year.

) Once that racing resumes ens % he TA
through its normal operatio as the fina

Y fully support the industry
ources to do that.

o Determining the impacts ono orting organisations as a result of lost betting
revenue, and what supp age might be required for the TAB to pass on to those
organisations \2

o Ensuring any support nt recent policy, fundlng and

legislative decision r@de by the government in relation to the racing industry.
§p ) g{er term direction for the racing industry, in

o Aligning any s
terms of reco i kVe been made under the Messara Report and
through ot;ﬁeff els an ' reforms already underway.
) )

ey
2.0 Scope%\jﬁy\?}}rﬁs

DIA and TreasuryVote team% tinue to work through the policy issues and have asked
for support from the Treasury’s ESBF Team to understand the financial position of

RIT B and the structuri f a commercial support solution (if needed) - within the
policy parameters agreed y; abinet.

% ESBF Team’s spr ed approach to provide support to DIA and the Treasury Vote team,
is towork wi WC\to undertake the following work and provide an appropriate report on

this work.
Phas@ir%
NS

eview of the information provided by RITA/TAB to understand the extent of its
"D /financial issues, with a focus on immediate liquidity/cashflow issues over the next
three months.

. What plans RITA/TAB is developing (other than seeking Crown support), to
manage its financial issues, which will include an analysis of any restructuring
plans such as the reduction in staffing numbers and related operations.

. From an analysis of that information and plans, determining the level and timing
of any additional support that RITA/TAB requires to meet its operating mandate
and its immediate financial obligations including: payment of overdue creditors;
ongoing operating costs; payments to racing and sporting codes; and costs to fund
any immediate restructuring including redundancies, and the options for doing so.
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It is likely Phase One will be an iterative process and we will regularly interact with Treasury,
DIA and RITA/TAB to agree if there are any changes required to the scope. E

Phase Two: 7
. )
The second phase will be dependent on the outco Se one ab(ﬁ;e\eﬁgdwﬂl be agreed
thi

upon during phase one, or after it is completed. r, it is likely
include addressing the following issues. -

%s;:ii()nd phase will

. What the impacts of any immedi ed might mean to the
TAB’s longer plans, as per recor een made under the
Messara Report et al and whi by RITA

o What those impacts might'i acing industry and other national

odera
@ﬂAB to ensure its longer term

sustainability and @’g i
o In the event that actions taken by the TAB are not sufficient, whether additional

longer-term s packages and opti 1s (if any), might be required to mitigate
those impa nisure the lo: ef term sustainability of the TAB; and to a lesser
extent, t}l dustry ﬁ@im 1 sporting bodies, and other stakeholders.

_/

AN
a? § t\{&pprai al Report'under Phase One will be provided to The Treasury
) ;Q RITA for feedba

finalis ependent Appraisal Report will be provided. However, given the urgency of the
issues, /i ly that 1%?1 report or presentation will be in a short-form, bullet point

ather than a‘full rt as would be the norm for this sort of work.

imeframe for Ph ne is estimated to commence on 21 April 2020, subject to

i i f this'commissioning note and Treasury confirmation with RITA. We propose
port back by close of business on Tuesday, 28 April 2020. We will

you if we will require longer to complete Phase One.

The }'u%r’r‘les and deliverables for completion of any subsequent work required under
Ph;\a’sg{T\W\ ill be agreed either during, or once Phase One has been completed.

-/
4.0 Key PwC Personnel Undertaking This Work

The work will be undertaken by a range of PwC personnel as follows, the experience and
skills of whom will recognise the importance of this work.

e Lead Partner — John Fisk. John heads our NZ-wide Business Recovery Services and
has long experience in undertaking work of this nature.

¢ Second Partner — David Urlich. David is a partner in our Auckland office who has
wide experience in due diligence and transactional matters of this nature.
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e Relationship Partner — Dan Marshall. Dan is a partner in our Wellington office,
with whom you are familiar, and has been involved everal similar’assignments for
The Treasury. g

¢ Director — Jeremy Morley. Jeremy has over/35yea
recovery and related matters and has undertaken a wide rang of IJZ(I‘ work in the
éj%m §
eq

private and public sectors, including form
e Analyst Support and other personnel as R

5.0 Information and Proced %@equlred

On confirmation of this note w imr g{i@é’g}i TA and request any additional
information required. So lon formati d Key personnel are readily available, we
will be able to complete our wi %hm the ti : s outlined earlier. If there are any
delays to this, we will advise y({u immedia

ever; tha glven théc restrictions in place as a result of the Covid-
19 outbreak, parts of this work, mee g§ terviews and information gathering will be
carried out remote\lyf ps\n video-c cing or similar technology.

we have undertaken conflict checking and risk management processes for

esses show that we are the Statutory Auditors of RITA. We have cleared with our
I ement team that we are able to undertake this assignment and will
maintain éﬂkiq alls with regard to this assignment, which will include separation of
personnel un%ikfpg the work with all members of our audit team.
e

We hav d this to you, and you have confirmed you are comfortable with those
arran ts.

N
7.d\'\jimgagement Terms and Estimated Cost
-/

The terms of engagement and our costs are covered by our existing AoG Consultancy Services
Order with The Treasury, under which we report to you on our time and costs for each
workstream on a weekly basis. However, we estimate our costs (excl. GST) will be as follows,
based on the work required to complete the Phase One scope given the analysis required of
the information we are receiving from RITA/TAB. Please note we have used the base hourly

rates set out in the CSO and the rates may decrease depending upon overall billing for the
month.
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Submission Seeking Funding for COVID-19

Related Costs — All-weather tracks
Funding sought

Vote Internal Affairs: - 20.000 -

20.000

Total - 20.000 - -

20.000

Capital funding Sought

($m)
Vote X:

2023/24

Vote Y:

Total

Vote X:

Vote Y:

Total

Funding soug o.-pe

2023/24

Operating funding &

($m)

Outyears

2019/20 2020/21

2021/22

2022/23

2023/24
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Overview of COVID-19 pandemic related funding or initiative

Key Question
Title of initiative

Answer

Co-funding all-weather race tracks to support regional economic
recovery

Portfolio of lead Minister

Minister for Racing

Portfolio(s) of other
Ministers involved

N/A

Impacted Votes

Internal Affairs

What will this initiative do?

‘\Q |

e More racing and more econo ctivity. This katwe will co-
fund two all-weather acks to sup, igq;;énsolldate
racing activities, g more economi &t ity and more

ional communities.

revenue flows to-the racing industry re
This initiative |r[}1él13jirlve the reéovery the racing industry

which has rely lmpac/@ VID-19. It will support
reglona recove i jismg economic activity
asso racing.

e R Q\ s need ing surfaces to run and ensure the

t ;ef rses and o%ey n addition, poor quality racing

s introdu ity in racing conditions that deter
% jéned ga

B placing bets.
® Race abandonmer

ue to weather and track conditions mean
pZJe, lower prizes and stake flows to the

nts and lower economic activity arising from
other trackside business. On-shore economic

% 18 32 races were abandoned resulting in an estlmated loss
rofit to the industry of $2.5 million from no betting being able

Vto take place

\ A 2016/17 study by the consultancy firm IER found that the
industry’s economic contribution is around $1.6 billion per year.
On a pro-rata basis this means each race meeting generates
around $1.7 million in economic activity. If each all-weather track
supports an additional 10 races, the additional annual economic
contribution generated by this initiative will be in the order of $30
million and provide for a 1-2 year pay-back.

e Improved racing infrastructure: All-weather tracks support the
racing industry through attracting breeders and owners to the
industry, particularly through having good quality race tracks and
training infrastructure. Having a more consistent racing surface
provides trainers with more confidence in running their horses. It
provides bettors with confidence to place bets. It enables winter
race meetings to be held. It protects grass tracks at other
venues by giving those tracks time to recover and be maintained
appropriately to ensure quality turf racing surfaces for the more
profitable summer racing season. It will have a positive impact
on the horse supply chain because trainers are able to get
horses fit for trialling and training on synthetic tracks.

e Consolidation of racetracks has been proposed in racing
industry reviews since the 1960s. The importance of all-weather

tracks was highlighted by the independent review of the racing
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Key Question

Answer
industry and endorsed by the Ministerial Advisory Committee for
racing as one measure for improving racing infrastructure. This
investment would enable the industry to host more races on
fewer tracks while improving the betting experience for
consumers.

e Government has already taken decisions to implement the key
recommendations of that revi
the industry. The proposed i
consistent with decisions

_/

s
COVID-19 recovery. \/

e This work will be c% d by the Gambling, Racing and
Community Fundlng work program maim to address
the impacts of JD 19 on the m wu ity, sporting and racing
sectors, as severely/re ed | gambling revenue,
alon93|de n addressi g\n/r asing risks of harm from

%es under the economic

tion for recovery’.

How does the initiative
relate to the COVID-19
Pandemic response and
recovery?

‘\Q |

direct response to the COVID-19

51 sts cannot be managed from ex:stmg baselines
CIfIC risks of not funding it in light of the COVID-19

almost all sports halted, virtually no revenue is able to be
generated at this time. COVID-19 Ministers have agreed to
consider a support package for the racing industry with the
objectives of: ensuring the survival of the TAB through to the
end of its 31 July financial year; positioning the industry to
successfully resume racing in August; and mitigating impacts on
sporting organisations as a result of lost betting revenue. Once
races and sports resume, the Racing Industry can be a driver of
economic recovery regionally and the all-weather tracks will
directly support that by enabling more racing to occur. The
impacts of COVID-19 have depleted industry reserves and its
ability to take on new debt. The racing industry does not have
the resources available to construct the all-weather tracks
without co-funding.

It is in the interests of supporting economic recovery to co-fund
the proposed tracks. The tracks will allow more races to be run
and critically, support racing through the normally inactive winter
months. Overall racing activity will increase, which will support
continued investment from owners and this will have flow
through positive impacts to regional and national economies,
including the supplier network (trainers, breeders, feed
suppliers, catering etc).

Vpnnmpally on revenue generated by the TAB. With racmg and
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Please provide a
breakdown of the costs of
this initiative

» The operating funding being sought would represent
government investment of two-thirds of the cost of two all-
weather tracks (at a total cost to Government of $20 million),
with the other third of investment ($10 million) to be funded by
the racing industry.

The cost of these tracks is estimated at approximately $15
million each. The ongoing maintenance costs of the tracks would
be the responsibility of the r. industry. Theé%cedent
for this model, with Gove ‘?‘ ing co—fg(ndéd(gn ll-weather

track in Cambridge through the Provincia Wund.
The estimated econdmic flowon benefits\may be less than
on time for-the tracks means that the

anticipated. The construc
full benefits WiH/ @O\tme received for se | years.

How will this initiative be
implemented?

The Racin Y Transit@\@‘y (RITA) is leading an

ue Plan ‘o@lt purpose is to optimise use

\ %ise industry revenue and
ions-for the all-weather tracks.

experience of s, with construction currently underway
of an all-weath in Cambridge.

Why is funding urgently

required for this initiative‘.<
(&

)

S~ <,
%?

f\\(\

% ) The racin %@s revenue sources have been depleted by the
COVIDﬂ@g\Q isis. The industry relies on investors (investing in
breed \tra)i?ﬁng, jockeys etc) to enable racing. If confidence is

| stment will reduce, and this will compromise the

industry’s ability to recover. A commitment to invest in racing
rastfucture provides a strong signal to investors that the

%overy of the racing industry is supported, and that continued

investment will be viable.

The time required for construction means an early decision will

produce the expected benefits as quickly as possible and assist

with the recovery from the economic damage caused by COVID-
19.

)
ons

Are there any

o
to fund this i?' ?

S

The Department of Internal Affairs has sought to utilise its baseline budget
as much as possible to meet the costs of new or changed activity arising
because of COVID-19. The Department is absorbing a considerable
amount of immediate expenditure from within baseline including costs
arising from having 90% of staff working from home, re-allocation of staff
to urgent COVID-19 work and to re-deployment to other agencies to assist
with their immediate and urgent work. Specific budget re-allocations
include:

e Digital Services awareness campaign (phase 2): $0.600m

reprioritised in 2019/20 out of forecast underspend in MCA 7
(Crown portion)

CLGP core funding: $1.2-1.4m of Iwi/Maori LG relationship
funding from 2019/20 to 2020/21 to partially offset some of the
funding sought in 2020/21

The Department is not confident it can meet the costs of the proposed
initiatives from within baselines because a large proportion of the cost
structure is non-discretionary, i.e. property and ICT costs, delivery of
essential services. In addition it is facing a considerable but hard to
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Answer

Key Question

accurately estimate reduction in third party revenue as demand for
services such as passport renewals and gambling licencing is reduced
(but fixed costs for these services are not able to be quickly reduced).
The Department will continue to look for every opportunity to utilise its
appropriate structure flexibly to fund as much activity from within
baseline. If this results in funding being able to be returned to the CRRF
this will be pursued but the Department.believes that the proposed
initiatives cannot at this stage be funded wijthin baselim&

Does the initiative result in | No
new FTEs or contractors?
Does this initiative overlap | No

with the work of any other
departments? If so, how
have you worked with
those departments to avoid
duplication?
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BUDGET-SENSITIVE

Submission Seeking Funding for COVID-19 Related Costs: Gambling,
Racing and Community Funding Work Programme

Funding sought

Operating fundin AL
P 9 9 2019/20 202021  2021/22  2022/23 &
Sought ($m)
Outyears
Vote Internal Affairs: 0.200 2.300 ] W 1 - 2.500
Policy Advice MCA (8
Total 0.200 2.300 . 1 o 2.500

Capital funding Sought

($m) 2019/20 2029/21 2021/22  2022/23 2023/24
Vote X: V
Vote Y: N
Total N N>
| | 0 | | 9 O
Vote X:
Vote Y: Q > 4
Total (N

2023/24
&

2019/20 2020/21 2021/22  2022/23 2023/24

IN-CONFIDENCE 1
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BUDGET-SENSITIVE

Overview of COVID-19 pandemic related funding or initiative

Key Question
Title of initiative

‘ Answer

Gambling, Racing and Community Funding Work Programme

Portfolio of lead Minister

Minister of Internal Affairs

Portfolio(s) of
Ministers involved

other

Minister for Racing
Minister for the Community and Voluntary Sector

Impacted Votes

Vote Internal Affairs

What will this initiative do?

e New Zealand’s community & 01U/ ary sectg/ \eﬁncal
role in increasing social iaclu umty

on,wellbein a
resilience. The role o s sector is all the c@a portant during
a crisis and will have a critical role in a successful

”‘L
P/g has a significant
ealand’s national sporting

voluntary organisations, sporting

g /
@ombat it, h ig|
as reduced.
are)s
contl d to decreasing lotteries sales.
%ik these issues the Minister of Internal Affairs,
the Ministers for Racing and the Community and

VID-19, and measures in place to
antly impacted these revenue streams. It

ary Sector, have directed the Department of Internal
Affa|rs (the Department) to deliver a significant multi-faceted

Mrogramme of work under an accelerated timeline — including

W the delivery of complex regulatory reform to introduce a
managed online gambling market by the end of this
Parliamentary term.

e This work is being progressed at a rapid pace and involves:
accelerating work on online gambling regulation (previously
anticipated to be delivered in 2022); making changes to the
regulatory settings for Class 3 lotteries; a review of funding
arrangements for the Lottery Grants Board; continuing
components of the work on the reform of the racing industry
(which includes an urgent focus on supporting its recovery from
the impacts of COVID-19 on its wagering business); and
consideration of broader funding for communities to address the
impacts that they will face as a result of severe shortfalls in
funding due to COVID-19. This initiative is seeking the additional
FTE resource for 2020/21 required to achieve this ambitious
work programme. Further resource is likely to be required in
2021/22 but this will be assessed through future BAU budget
processes.

e The Department’s broader policy work programme has been

reprioritised to enable additional existing resources to be

IN-CONFIDENCE 2
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BUDGET-SENSITIVE

‘ Answer

allocated to this work programme and the gambling policy
components of this work are covered through reprioritised
resource. However, the available programme resource needs to
be supplemented with senior policy and programme personnel,
and subject matter experts necessary to ensure the delivery of a
complex and interconnected programme of work in a challenging

response outside of the Internal*Affairs portfol@i?ding: the
COVID-19 Local Gove esponse unit; ernment
Chief Digital Officer’s -19 responsg%z\\;upporting the
broader government.COVID-19 respgf%e>
Background %? \%}
. idi enefits fr, @Q fits of gambling is one

New \jnd's gambling regulatory
e of financial support for many of

ing and racing organisations.

%\n\]illion to racing)c in 2019 and $10 million to sporting codes.
owever e“\rt7 of COVID-19 and measures in place to
combat i @/se critical returns to community and voluntary
i sm/acing and sporting organisations have been
?/ se@% ected, and without intervention, will likely mean many
E\ isgtions which support New Zealanders’ wellbeing and
%I etworks, and provide employment, will fold.
e New Zealanders can, and do, gamble online at overseas sites.
hese sites make no return to New Zealand’s communities, do
% not contribute to problem gambling services and most pay little
or no tax to New Zealand. Work has been underway in the
Department to respond to the growth of online gambling in New
Zealand and understand how New Zealand can best position
itself to benefit. This is critical as there is evidence that online
gambling is likely to accelerate as a result of COVID-19.
Sources indicate that in Australia, for the weeks 30 March — 5
April' and 6 — 13 April2, online gambling had increased
respectively by 68% and 38% compared to a normal week.
Accelerating this work is one avenue to address some of the
COVID-19-related issues.
¢ Minimising harm from gambling is another pillar of New
Zealand’s gambling regulatory system. The online gambling
review is providing an opportunity to consider comprehensive,
innovative and effective measures to minimise harm to support a
safer gambling experience than existing online and terrestrial

" Julian Hoskins Australia sees big surge in online gambling Published 19 April https://www.linkedin.com/pulse/covid-19-
causing-surge-online-gambling-australia-julian-hoskins Accessed 22 April 2020

2 COVID 19 Economic Impact — Real time tracking — Week of 6 — 13 April https://www.alphabeta.com/illiontracking

Accessed 22 April 2020

IN-CONFIDENCE 3
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BUDGET-SENSITIVE

‘ Answer

gambling products provide. Cessation of racing, physical sports
and associated gambling opportunities also increases the risk
that more New Zealanders will turn to offshore gambling
providers and increases the risk of gambling harm.

How does the initiative

relate to the COVID-19
Pandemic response and
recovery?

e/ddress hes

COVID-19 and the measures in place as a result of alert Level 4 have
reduced revenue from class 4 and class 3 gambling, and revenue from
racing, to almost nil. Revenue from the
level 3 and continue to be constraine
requirements and contract tracin

nission has

experienced a reduction in sal ing available
to communities. The result impact on the
|Iéble to comm n spofting and racing

llenges, but the full
|ker to be catastrophic
|3/fund|ng This will have a

h \oo tial to increase New Zealanders’ use of
' increase risk of gambling harm, as well
amounts availa for distribution to community, sporting and
time where the need for such organisations is at

e
o) ganlsatl?ﬁs
reatest.

«An expande

cc/erated work programme has been developed to
VID-19 related issues and involves work on online
egula jon, Class 3 lotteries, the review of funding arrangements
for the Grants Board, the support package and recovery planning
f< racing and sport, and broader funding for communities to determine

Is’due to COVID-19.

]

Thi S initiative supports Wave 2: Positioning for recovery through a work
\Kgramme of legislative and policy and operational change that will
qogentify and address adverse financial impacts on the community and
m-| voluntary sector, sporting organisations and the racing industry. This will
create a gambling framework that supports better returns for New Zealand
while strengthening measures in place to address gambling harm, enable
critical services delivered through New Zealand’s community and
voluntary sector to continue, and support the revitalisation of New
Zealand’s racing industry, which in turn supports regional economic
activity and provide important financial support to sporting organisations.

Please provide a
breakdown of the costs of
this initiative

Through reprioritisation of the policy work programme, the Department
has been able to commit a number of policy resources to the programme.
Operating funding is being sought to cover short-term roles for two policy
programme managers and up to four principal and senior policy analysts
as well as to engage expert consultancies for financial modelling and to
undertake independent expert assessments of organisation capability and
verification of cost estimates. The total cost, including corporate support
costs is estimated at $2.495 million. These positions will support the
Department’s resource that is already working on the work programme,

and which are covered by existing baselines.

IN-CONFIDENCE
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BUDGET-SENSITIVE

‘ Answer

Key assumptions are that the required resource and expertise is not
available within existing Departmental baselines, that the resource will be
required for a short time only (as the work programme is time bound), and
that, given the current changes in the employment markets, that
individuals with the required skillset will be able to be found quickly. There
is potential that components of the work programme will expand outside

of 12 months, but if required, further m@ge; will be requested through
7

How will this initiative be
implemented?

N
N

q

w
,e/xpert c IJ
Zeala

normal budget processes.
.
e%ped to id ﬁt@/lé‘ey streams,

deliverables and timeframes e partment h§s>\r ntly worked

through a truncated process for racing legislation with léarnings from this

process to be drawn on %%Epport successfuhdelivery of the legislative
(o}

component of this wor <
n@r%x p licy area. There are key

%@n/gambling, racing and the

broader considerations such

A detailed work programme has

su s will be working closely with these
l(:g}g is mitigated somewhat by policy work that

k
%g policy
-en agemen

0 build. A provision is also made for retaining
to be able to understand the complexities of New
agreements, undertake financial modelling and to
underta pendent expert assessments of organisation capability and
verification of cost estimates. This expertise will be required to ensure the
timefi s for the programme are able to be met.

N

The Minister of Internal Affairs, alongside the Ministers for Racing and the
munity and Voluntary sectors, have directed the Department to
rgently reprioritise its work programme as a way of addressing issues
that have been created or acerbated as a result of the COVID-19
pandemic. Work is underway and cannot be delayed until Budget 2021,
as many of the outcomes being sought will need to be completed in
2020/21.

e
Are there @er options
to fund this initiative?

The Department of Internal Affairs has sought to utilise its baseline budget
as much as possible to meet the costs of new or changed activity arising
because of COVID-19. The Department is absorbing a considerable
amount of immediate expenditure from within baseline including costs
arising from having 90% of staff working from home, re-allocation of staff
to urgent COVID-19 work and to re-deployment to other agencies to assist
with their immediate and urgent work. Specific budget re-allocations
include:

e Digital Services awareness campaign (phase 2): $0.600m
reprioritised in 2019/20 out of forecast underspend in MCA 7
(Crown portion)

e CLGP core funding: $1.2-1.4m of Iwi/Maori LG relationship
funding from 2019/20 to 2020/21 to partially offset some of the
funding sought in 2020/21

IN-CONFIDENCE 5
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Key Question ‘ Answer

The Department is not confident it can meet the costs of the proposed
initiatives from within baselines because a large proportion of the cost
structure is non-discretionary, i.e. property and ICT costs, delivery of
essential services. In addition, it is facing a considerable but hard to
accurately estimate reduction in third party revenue as demand for
services such as passport renewals and gambling licencing is reduced

(but fixed costs for these services are not able to be quic duced).
The Department will continue to look for{every opportunity tilise its
appropriate structure flexibly to furid.a uch activity fr in baseline.
If this results in funding being o.be returned t¢ the-CRRF this will be
pursued but the Department beli that the propo:s

d'initiatives cannot
at this stage be funded within baseline.

Does the initiative result in
new FTEs or contractors?

Yes, there will be up Qi;( rt-term E ht on to support the
delivery of this work e. (N

Does this initiative overlap
with the work of any other
departments? If so, how
have you worked with those
departments to avoid
duplication?

No. @@ @

IN-CONFIDENCE 6
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Assessment template: COVID-19 related expenditure

Instructions:

e The below assessment should be completed, reviewed and saved into the following imanage folder [BM-
2-4-2020-13-02].
¢ In addition to completing the assessment template there are some fields in CFISnet that will need to be
completed, these are:
o Comments — this should reflect the key points from the assessrent summary.
o Assessment on meetlng criteria — thls is a drop down W|th the fo ing ch0|ces , partly or

ces (support, ne ortordefer)

op down W|t affowing choices

o Recommenda’uon — this is a drop down with the following
o Specifically targets Maori and/or Pacific peoples — thi d
(yes or no). This is to support further analysis on ini t

o Complete the funding supported table.
O

%@)

Initiative summary Q &

Title of initiative @o fundin %@ﬁa/r race tracks to support regional
econom

Portfolio of lead Minister Mini e@f

Portfolio(s) of other Ministers M}M /
Impacted Votes A}r&r@\ﬂﬁl)m"fairs
NA

|
Wave k@>
VA Assessment on mg@ﬁn@cr ria Wimally
Recommendation Do not support

N
Does this i‘ﬁ"'e directly rélate t6 Wave 1 or 2 of the No
COVID-19 response a very? No link at all to COVID, this is a

declined Budget 2020 initiative

Is the initiative i \t@t ready? No

Unclear which racetracks would be
((\\ invested in or why

Has the agenéysdegnonstrated that this initiative cannot be Yes
funded from within baselines?

Is there another reason why this initiative should be
considered? Please specify

Will this initiative be assessed for funding? [assessment is No
only necessary if you answered yes to the first three
questions or yes to question 4]

Treasury:4271529v1
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Criteria

Link to COVID-19: Has the agency demonstrated a clear link
to the Government’s plan to respond to and recover from
COVID-19?

Doc 10
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‘ Response (RAG)

Declined Budget bid, no link at all to
COVID.

contribute to a productive, sustainable and inclusive
economy?

Outcomes: Is the agency clear on what wellbeing outcomes Yo
this initiative seeks to achieve? \ \j )
Government objectives for the economy: Does the initiative W\f

\\
DI

Options analysis: Has the agency completed genuin
options analysis? Is there a clear case for investin
preferred option? Q/\

) )
/

No options- lysis on policy. Not

P
mentioned are/the significant

pr %émrms being
gz{/;%ss through Parliament that
%e\in\ ded to provide significant

\\;)Mta/l to the industry to drive its own
r

italisation.

Costings: Has the agency present
breakdown? Are scaling option
initiative be scaled to improve
assessment criteria? (L

a clear cost \7\
iEed? Can this%]
£ with thé @
([ C , ]

Not clear.

Timing: Does spending on the initiative ne
immediately?

lementation read
implementation re

case)? Has th e dentified risks
new FTE or contractors are required, is this feasible?

Im

Not clear where investment would be
used

Implication if f\\u\tﬁmq is notép\pﬁkvéd: What are the

consequencesif the fun \ir@ is\not approved?

St I,-l/aéJ the agency ensured that
ap with similar initiatives from
initiative been developed with
olders?

the initiative does n
other agencies?
other agencies/s

Consideratian\MLriand Pacific peoples: Is this proposal
sufficiently ta\i]bged and targeted to meet the needs of Maori
and Pacific communities? (Refer to the Maori and Pacific policy
tool for more information)

Assessment Summary

Recommendation:

This initiative does not meet the criteria for assessment. This initiative has no clear link to COVID-19 and is the

subject of a declined Budget 2020 non-priority aligning initiative. It is also not clear why existing sources of

Treasury:4271529v1
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funding such as the Provincial Growth Fund cannot be used if this initiative is intended to encourage regional
growth.

[In your assessment, outline whether this funding is urgently required with regards to Waves 1 or 2. Are there
significant risks in not funding at this time? Briefly provide an assessment to whether the proposal is ‘investment-
ready’, or requires additional work on costings, implementation planning etc. Highlight any significant
implementation requirements, such as new FTE growth or cross-agency implications, which would need to be
explored further.]

New funding supported Q &
N =

Operating funding 2023/24 &

2019/20 2020/21 2021/22
supported (Sm) / / / 2022/23 Outyears

Vote X: ‘
Vote Y: Q i\

Total

Capital funding supported
($m)

Vote X: 7
Vote Y:

Total \>

2019/20 d 2021/22 2022/2 2023/24

Vote X:

Vote Y: < (\\

Total

Treasury:4271529v1
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From: Craig Murphy [TSY]

Sent: Saturday, 2 May 2020 4:35 PM

To: Jason Dowse

Cc: Murray Johnson; Michael Lonergan [TSY]

Subject: RE: Racing briefing - Recommended Racing Industry Support Package

[IN-CONFIDENCE]

'7
Kia ora @ \\\J/‘l
it orro

With the $26 million, | was making the point being RITA came to us p e-impaired — {o get through the
previous year.

?
I’'m keen for Michael’s input, subject to that, I’'m happy for mendati h?b use a grant. On the
recapitalisation, let’s discuss as | feel there are other op ohs\ hattou \\s d the “Treasury view”.

e

Nga mihi

TE TAI OHANGA
THE TREASURY

Craig Murphy | Te Tai Ohanga — The

S9(2)(K) | 's9(2)(g)(ii) :
Visit us online at https://treasuryig@ﬁt“hz and foll

yrphy@treasury.govt.nz
itter, LinkedIn and Instagram

From: Jason Dowse <
Sent: Saturday, 2
To: Craig Murphy]
Cc: Murray Jo n®n<

Thank you Craig,

With respect to the itors, | think the situation may be a little different than perhaps the text implies. PWC
found that as at ZZ 3 million was more than 30 days old. | don’t have any additional information but expect
that the 30 days u\& edltors at 22 April also reflects COVID impacts and prior to COVID the 30 day+ situation was
not that severe. We could ask John to confirm?

Can we also say that the Department and the Treasury recommend...? -last two bullets.

Regards

Jason Dowse | Senior Advisor

Policy Group | Toi Hiranga

Department of Internal Affairs | Te Tari Taiwhenua
Mobile: sg2)(k)

12287 Yo Tari Taiwhenua
- L 5 Internal Affain
-



20200317 Doc 11
Page 52 of 102

From: Craig Murphy [TSY] <Craig.Murphy@treasury.govt.nz>

Sent: Saturday, 2 May 2020 2:55 PM

To: Jason Dowse <Jason.Dowse@dia.govt.nz>

Cc: Murray Johnson <Murray.Johnson@dia.govt.nz>; Michael Lonergan [TSY] <Michael.Lonergan@treasury.govt.nz>
Subject: RE: Racing briefing - Recommended Racing Industry Support Package

[IN-CONFIDENCE] i é

Kia ora Jason 77
\\/

I have marked up your paper and sent my comments on to Mlchaelﬁ his I‘EV|ew<\§

Subject to Michael’s review, my variation on your executive su @ary is:

/,
ag\red way. However, these
<%ah/mon Agency (RITA).

rdue creditors.

e Changes as a result of the 2018 Messara Report are
changes are placing increased financial pressu

e RITA was under significant pressure pre COY,,,,,

e On 3 April we advised that the racing in was nder sevérwm&s re as a result of COVID-19 and that
the impacts of COVID-19 place the TA% i ailure.

e On [date] RITA advised that it required prg)k‘lmately S i to support the racing industry and sport.
e On [date] Cabinet has agreed that p?ekage shoul b@con idered. Its objectives were;
RE( S
o ensure the survival o rough to fhe\ nd of its 31 July financial year;
o position the |ndus/try7” ‘
o mitigate |mpacts Qn,spo\tlng orga

ssfully resume racing in August; and

io s as a result of lost betting revenue;

e The Treasury, workin wvht e Depart nternal Affairs (the Department), commissioned PWC to
undertake due d||' \<§understa ‘extent of the support required through to the end of its 31 July

financial year.
e PwC have ad the TAB be n able to retain some revenue, largely due to continued racing in
Australia, ho 41 m|II| 1sr ed no later than 20 May to stabilise RITA and meet the Government’s

o/the end of its 31 July financial year.
e Wene § y move at p de the required funding. RITA is unable to take on additional debt,s9(2)f(iv)
therefore a grant is

s9(2)()(iv)
recommended %

e The Departme nds that Government provide a grant to RITA of $41 million, subject to conditions
including the i ent of an investigative accountant to ensure the provision of independent timely
accurate information to the Department.

e Additional Kq\e tment is also required to recapitalise the TAB. The Department recommends that
Governme\n«t undertake further work to develop options for the recapitalisation of RITA. Decisions on that
are less urgent, but need to progress at pace and could be taken over the next 3 months.

Nga mihi

4 TE TAl OHANGA
THE TREASURY

Craig Murphy | Te Tai Ohanga — The Treasury
Tel:s9(2)(k) Mobile s9(2)(g)(ii) | Email: craig.murphy@treasury.govt.nz
Visit us online at https://treasury.govt.nz/ and follow us on Twitter, Linkedln and Instagram
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From: Jason Dowse <Jason.Dowse@dia.govt.nz>

Sent: Saturday, 2 May 2020 11:11 AM

To: Craig Murphy [TSY] <Craig.Murphy@treasury.govt.nz>

Cc: Murray Johnson <Murray.Johnson@dia.govt.nz>

Subject: Racing briefing - Recommended Racing Industry Support Package

Hi Craig,

Please find attached for your review the draft briefing. Although this is addressed to Min Racing we think it will
probably be recast as a briefing to joint Ministers with Treasury comments into it. Let us knov if that

approach is what you have in mind.

Also, once | have your comments on the questions | have separately, to'you (and also ﬂ?(eb\lyé to John Fisk) | will
work those into the next version. -

Kind regards

Jason Dowse | Senior Advisor

Policy Group | Toi Hiranga

Department of Internal Affairs | Te Tari Tai
Mobile: s9(2)(g)(ii) Q/\

¥ e Tari Taiwhenua
2 Internal Affairs

a. please immediately
b. any use, dissemijnat
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.

pwec

Memo
To: David Blue and Craig Murphy
Jason Dowse — Department o
From: John Fisk and Jeremy Mo
Date: 3 May 2020
Subject: Racing Industry Tra@n Agency — B
7

N NS
Dear David, Craig and Jason \ 5/‘

) NS
1.0 Background and Introduc ')

Indus Y*a\éi’tion Agency (“RITA”) dated 28
orrespondence.

We refer to our draft report on
April 2020 and our recent discu

In order to finalise your p No Minister% @\CL inet regarding RITA’s funding support

package, you have aske dditional inforn: tion as to what funding may be required in the
longer term, additiona he funding | (Kﬂ'm‘ diate liquidity issues (~$41m under Scenario
E as per our draft repo 8 Apri \ZQ)AS we have noted to you, it was intended this
analysis would form Phase Two ork, but we can provide some indicative, high-level
funding requirements-and other ke ed factors, following discussions we have had with

the RITA Board \n§i ﬁlanage t;ine uding our conference call of this morning.
2.0 Related F

gey : tors
ditional fundiﬁ\éwﬂﬁ)ﬁmderpinned by the wider legislative and other changes

§ﬁo ed under t i}\ﬁggfndustry Bill et al and the timing of that legislation, including
inter-alia: )
(A

N
e The \ssfu)[ enactment of that Bill (currently expected June 2020).

o ed services model.

o 4@ ation of Racing NZ to govern the operations of the three industry codes on a
on

[0\
\\\>\ clear vision and strategy for the future, driven by a suitable programme of change
“(likely to take between one and three years to implement), that will resolve all the
issues including any legal, financial and/or operational challenges to the new
structure of the TAB and Racing NZ.

e Ability under that change programme to realise and rationalise significant property
assets of existing racing clubs and establish an appropriate capital investment fund
(“CIF”) to consolidate and benefit the wider industry.

PricewaterhouseCoopers, PwC Centre, 10 Waterloo Quay, PO Box 243, Wellington 6140 New Zealand
T: +64 4 462 7000, WWW.pwWc.co.nz
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This change programme eventually being self-funding except for some initial

“seed/working capital” to make the changes happen. so@)m(iv)
s9(2)(N(V) %
aﬁghs ainable

e The longer-term ability of the racing codes to establi

al ernativ{

)
N0, 0

entity, which can make
han ‘entitlement” basis,
i )j;rofits to sustain and grow its own
expendiﬁ;r‘i ) remain competitive, and
)
4//

%& |

owledt at s9(2)(H(iv)

s9(2)(f)(iv) %

Any such recapit@ Jotentiall g@%olved through the appropriate and

whilst at the same time being able t
business, make appropriate levels

favorable recogni iO’%O sahiv <

-
) Q\/
There are er potenti

ofa e Gambli “IGA”); changes to duties, taxes and levies; and the
resto and enfo e@\eﬂ f the monopoly where overseas operators are forbidden from
ring ofline be%n [gaming to New Zealanders. This would also involve allowing TAB

s9(2)(f(iv)

°
>
g
o
&

=
%5

and Lotto to ofﬁéﬁan i ambling products in line with overseas competitors. We are
advised that i t*&l\s c¢an be achieved, the funding requirements for achieving the changes

required cg r\ﬂa/terially reduced.

The cri out above are important considerations in determining the long-term funding
option ilable. Whilst the long-term options are being considered, it is also critical for the
dire 0{52}0 ITA to have certainty on the short-term funding needs of the business

addre gd in our phase one report, to ensure they meet their director duties, particularly
regarding not trading whilst insolvent.

3.0 Potential Ranges of Funding

In the table below we outline estimates of additional funding which may be required over the
next three years. We would hasten to add that these numbers are high-level estimates only,
and ideally should be analysed in more detail under our Phase Two work, if required. This
would include working with RITA and the Codes (including any Racing Clubs, as
appropriate) to investigate the programme plan and establish suitably integrated forecasts
for the next 5-10 years that would support the estimates.
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Details Assumptions Estimated Funding |
Additional funds for Due to the likely decline '\\ yeé/{wz)(f)(w)
sustainable distributions to Y\
the Codes whilst the ecte ~ \Ye ;‘/
legislative and industry F o))
change programme is
implemented
TAB Change programme s9(2)(H(iv)
costs
SR
€1 hiity
Capital Investmep’f}k@ ] 5@?}1{@1 required to SV
establishment (< érsee Racing NZ change
X programme including
\V 7 rationalise property
\f ings and building a
ong-term, sustainable
industry.
Retirement of curre ‘t@a\mv s8(2)(b)(i) and SE)H(IV) s92)(H(WV)
g ¢
~ o
{ \\ \/\“
Q\\/ /
8
L)
N
TOTAL S9VR(iv)

As we have noted, in the longer term it is possible that the TAB and Racing NZ could become
largely self-funding through changes in legislation; the release of capital from property and
others assets; and their ability to generate other sources of revenue other than solely from the
TAB.
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We reiterate, these are initial estimates and further refinement of the restructuring
programme required and costs together with benefits need to be assessed. E

Yours sincerely @ >
John Fisk and Jeremy Morley @ @
E ; /
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Sensitive
Office of the Minister for Racing
Office of the Minister of Finance _ -| Commented [ML[1]: The original COVID ministers agreement
77777777777777777777777777777777777 was that Minister of Racing takes this to Cabinet. DO you know if
thar the paper? We're also following

MoF explicitly agreed to co-
up with MoF’s office.
Chair . N
Cabinet Business Committee .

Emergency Support Package: Racing Industry and Sport

Purpose
1. This paper proposes a support package to ensure the sur

i acing Indu
ID-19 Alert
reduce.

through to 316 July 2020 and to position it for rapid recovi

Executive Summary

2. The racing industry and National Sporting Organisations{NSOs) are N\Le e
financial pressure as a result of COVID-19/ﬁ'h/e\Ka\cing industry is a/n(éio}t_e}w\»?over and
contributor to the New Zealand econom\&MS)study found,th}t\thé\\raefng industry
was responsible for generating more&hén/ﬁ,ﬁ\b'fﬂion in valu/e- Ed\oﬁtribution to the
New Zealand economy. The sam@ﬁ@d%h%;fd that themglggikt }md indirect
employment impact generated b<v m{ealand ra%g@{du\strﬁ/as 14,398 FTE jobs,
with in excess of 58,000 individuals pﬁrfi;zfpating in tI{e\n\dus(t(v in some shape or form.
Many of these jobs are ba,se&im&eg%nal economi€s.

3. The racing industry is Jzé{zw\caéhfﬂ)w reliant, pmevenue generated by the
TAB. Fecome The Raciﬁ\lnéuét)y Transition Agen}y\(ﬁ?ﬁ/A)l governs the TAB and has
requested urgent @port hsure that the monopoly betting operator can survive the

pandemic. RITM%MM%7 million.in Wb}and has outstanding supplier

payments of rﬁo%ﬁ{aﬁ&é million. RIiA@éﬁ&e&v{advise they can extend no more credit

and RITA mgpproﬁhing the p@'mt%t wlﬁc’r{it will not be able to meet its

commitrﬁer%té

4. Cabinet firs&idered this @Zr@ 16 April [CAB Min XXX refers] and directed the
Department of Internal Af?a}sﬁb\wgrl( with the Treasury and urgently confirm the
nature and scale of supép/rjz\l%qa‘med and report to Joint Ministers. The objectives of any
support package wcy(}%\be t{):

4.1. ensure the suQi%MTAB through to the end of its 31 July 2020 financial year;

4.2. position @ to successfully resume racing in August 2020;

4.3. mitigate Mﬂ sporting organisations as a result of lost betting revenue; <~ {Formatted: CabStandard

5. -PWC was commissioned to review RITA’s financial position and outlook. PWC confirms
that urgent support is required to ensure the TAB can survive to the beginning of the
main racing season (August 2020). PWC’s analysis found that $41 million is needed and

L RITA is the successor Agency to the Ministerial Advisory Committee and the New Zealand Racing Board.
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the majority or all of this should be provided no later than 20 May 2020. Joint Ministers
have considered this and presented the case to Budget Ministers and recommended th
the support package as detailed in this paper be provided, with appropriate protectioy@
and conditions. Budget Ministers agree that support should be considered.

6. Joint Ministers propose that if Cabinet supports providing a $41 million support packa
that this be provided in grant form. It is not feasible to provide a loan on co e}a‘a\L
terms,Freflecting that as RITA’s balance sheet would not enable it to take &mr}her

debt. ~
7. PWC’s analysis has also underlined that RITA has a very weak equity po/gﬁoh{ising pre-
COVID-19 and that close consideration should be given to recapit |s'n\g\RITA7L'VAB. There,

is less urgency with recapitalisation and work on analysing that (an(p{;}céd)over a2-3 | Q
month period. If Joint Ministers reach the view that capitalisaﬁérﬁ?ho%/ge consideré%

they will bring this to Cabinet for consideration.

Racing is an economically significant industry and ha uested suppo

3.8. A 2018 study by the Australian consultancy fir%?wed that in 016 the Ne
Zealand rRacing itndustry was responsible for generating’more than $1.6 & in value-
added contribution to the New Zealand e This expendit ewas resp onsible for

creating a direct value-added impact (in't ages, salari d ) of $611.0
million per annum. The same study showe he total diqe/e& inditect
aland racingindustry was 14,398 FTE jobs,

employment impact generated b Ne
with in excess of 58,000 individu I%rtl ipating in thed y'in-some shape or form.
Many of these jobs are based in.regional economies.

\( SOs) are under severe

4-9. The racing industry ang Spérting Organi ;t\n§
ID-19. The % stry is highly cashflow reliant,
An

financial pressure as ar
principally on revenue ge d by the TAB3.-  of NSOs are also reliant on

betting revenue te(fﬁnding\ gir delivery of sport in New Zealand at both the high
performance ané}c%n}u/nyt{/ level. Th
provide for b tif}é \c‘l/ng and spoft eventsproduced by the respective racing and
S W acing Industry, Agency (RITA)* governs the TAB and has
urgent support to e e monopoly betting operator can survive the

requeste nts
pandemic. RITAadvised that i v@\s?eg g a support package to:
ﬂ ba

4-1.9.1. Ensure the TAB ¢ \ﬂi@ seline functionality and meet essential and
unavoidable costs;

4-2.9.2. Ensure the maintain a baseline functionality and meet essential and
unavoidable
43.9.3. Offse@f distributions to sporting organisations from the TAB; and
)
4:4.9.4. Drive\aq\'/énd strong recovery of racing via additional marketing, promotion

and stakes as soon as racing and sport events can resume.

2 Size & Scope of the New Zealand Racing Industry, prepared by IER, February 2018.
https://www.rita.org.nz/sites/default/files/documents/NZ%20Racing%20Size%20and%20Scope%202018%20
Full%20Report.pdf

3 The TAB was once an entity in its own right (Totalisator Agency Board) but is now an operational arm of RITA.

4 RITA is the successor Agency to the Ministerial Advisory Committee and the New Zealand Racing Board.
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5.10. RITA had expected the TAB's revenue to drop to close to zero from April 2020, with
little prospect of significant revenue recovery before the new racing season starts in
August. However, limited racing in Australia has continued and some sporting events
overseas have been taking place. This has meant that the TAB’s revenue from wage
has not completely collapsed. The TAB’s current turnover is around $22 million pe
compared to the 2019 weekly turnover of around $53 million.

6-11. Although the TAB has been able to retain some revenue it is not enough initto
the start of New Zealand’s racing season in August. RITA has also taken and conti to
take measures aimed at reducing its costs. The RITA Board has agreed‘a Epge proposal

that will be put to its staff this week and could potentially affect 30% of i ople.

Despite this, RITA’s ability to weather significant and sustained r cline is very |
limited by its existing $47 million term debt and lack of assets to rther comme Q
debt. Our investigations indicate that RITA was under significa r ure pre COVID%

7:12. RITA advises it needs assurance of Crown support as soonas possible to avgid-failur
Racing codes and clubs and National Sporting Orga isati Os) are also he
impacted as a result of lost betting revenue. &

13. The Minister for Racing brought this matter to CO Mlsteri on | nitial

with $26 million of overdue creditors.
consideration. They agreed that the ob]ectly/ s ofany support packa{g%

13.1.  ensure the survival of the TAB@QU o)/flc end oflm 0 financial
. W \'u)

13.2.  position the industry to 5@ tesume rau@(}\ t 2020;

13.3.  mitigate impacts on Sporting gamsatlons/ls lost betting revenue;

14. COVID-19 Ministers dei%{g partment o%e\(\}éffairs, with support from the
Treasury, to urgently con r h@nature and scale\O{Qpport required and report to
Joint Ministers [Caﬁm X)&\/efers].

Z— The Minister£ér /f\mn by

tthismiatter to Cabineton16-April-fornitial

However, with the reten
immediate s? éded is somewhat lower, but still significant. PWC confirms that
pport.i

immediate s ms r quired. The table below lists the components of this.
Item Amount
To repay overdue creditors $26.5 million
For working capital incl. code distributions $3.9 million net
Funding for restructuring and employee $3.5 million to $4.5 million
entitlements
IAdditional funding for operating and/or idIingL -~ |$.5milion |- {Commented [ML[2]: Outline further
Contingencyat10 [ $3.64 million to $3.74 million | _~ {Commented [ML[3]: Explain further
Total $40.04 million to $41.14 million

SENSITIVE Page 3 of 10
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9.16. The largest single element is to repay overdue creditors. During this crisis RITA is
managing creditors by deferring payments or making part payments. It is also using cas
held for the betting levy and GST to help cover outgoings. This is not sustainable and
there is a risk that suppliers will be damaged, and RITA could lose the goodwill of it Ve
supply chain. RITA is also investing significant effort in managing its cashflow an { (\ <N\
creditors, which is impeding its ability to focus on recovery.

~J
10:17. The other elements of support required are smaller but in each casé imp w

rt
nts. This

B-to Uindertake —
e

racing, subject to compliance with relevant COVID-19 Alert Level requi
includes funding for codes and sporting bodies as well as to enable

insufficient.

A grant would position the industry to recover \,7/

12.19. In principle, Fthere are options fi hd{\g\sypport packa
could take the form of a: ) S
12.14.19.1.  grant; or /@ ( (\
12:2.19.2.  Crown loan; or ’\C//\\ \,,/

- D) /,‘
12.3.19.3.  Crown guaran effor\a\égjyrmercial loal

20. Generally, we would prefépan suﬁp{rt package~involwe-assistance on commercial
terms. However due t u@c@)}aﬁ&%umstance -t s precarious financial situation,
s9(2)(f)(iv) the need for rapid assistance — the Crown has very
limited options fw&tﬁmtu/f‘m\g/anv suppott package.

13-21. The abo re not mut a\ﬁvex\ sjive, and a support package could include
a combination-of.the'three. A gra be fast to implement and position the industry
for rapiddeéovery- However, it wol ave'the highest direct cost on the Crown'’s
accounts. There isa variationrtaﬁhis n which would see the grant replaced with an

\

injection in exchange for ai terest. PWC recommended that that the bulk of the
migh

funding should be provided-as eithera grant or as equity.

14:22. Provision of
recognising the di
TAB) and to protec

programme. /(\b\

ave some long-term advantages in terms of
ent investment in the Racing Industry (inclusive of the
policy direction set for the industry through the current reform

\
\

1523, s9(2)m(u\/

s9(2)(P)(iv)
| s9(2)(f)(iv) and- Aaddressing this issue now would complicate the current
requirement for support, which is needed by 20 May at the latest. However, S9(2)()(iv)
s9(2)(P(iv) and this could be

SENSITIVE Page 4 of 10



20200317 Doc 13
Page 62 of 102

explored in relation to the further work needed on the recapitalisation of the industry

which is discussed later in this paper.
16.24. A Crown loan would incur a capital charge but would be a recoverable asset a@

have limited impact on the Crown’s accounts if the loan is repaid and depending o

=

Commente [Ml\[é re you sure? Capital charge is on

terms of the Ioan\. A Crown Guarantee of a commercial loan creates commer;%
ific s

incentives on RITA, and allows general taxpayer money used to support a sp tor Tdepanms tsa"d)éiswomd presumablybelnon;dept
to repaid over time, providing greater public benefit.- —but-However it cou@m@m\;

higher cost to the Crown over the long term, if the industry failed to recover sufficiently
to allow RITA to repay its debt. Negotiating and agreeing a loan arranggn'@n’g would also AN

‘ take additional time when we need to move quickly. \>

17:25. However, a Crown loan and a Crown guarantee would
repayments out of future revenue streams and this could slo

T~
tti

18.26. As part of the support package, Government.could.a ;e that th Levy'is
abolished now rather than on 30 July 2021. Gov%n could also agr AB
retain any betting duty (the ‘betting levy’) already collectéd and held \q scribe

. i n

that it be distributed to racing codes and ,
approximately $4 million of duty which

supporting its cash position.

(D

i aféj%ance that RITA has
osts during the lockdown
ns beyond that period.

Conditions of support
19.27. PWC’s advice emphasiseg/&ft own should

period and to the end of July 2%@,\«3 en has systai
package is in place, sub
conditions. We reco

€ d fe>asury advjse thatthis-can occur once the support
C A's acceptanc% monitoring and funding
at the details of a monitoring role and conditions be
agreed by Joint Vi

ject to Cabement to the proposed support
ackage. ~
p g w\

apitalisation J
24-29. P g} angﬁsis has alsﬁg% that RITA has a very weak equity position and

ideration shou’d\lﬁJ n’to recapitalising RITA/TAB. The Racing Industry
ratdr (TAB NZ) to take over the ongoing wagering

_ — -| Commented [RK5]: We should refer to the Bill here and getting
ﬁ:* “ this through the house to complete the legislative reform for the
TAB

d wifl complete the legislative reform for the TAB. The

S h w-betting operato AB-N ake-ove

rom select

sed, this would means that any recapitalisation of

this through the house to complete the legislative reform for the
TAB

- " Commented [RK6]: We should refer to the Bill here and getting

the industry ina TAB NZ and not RITA.

22-30. Joint Ministers agree that recapitalisation needs to be considered. \ - {Commented [ML[7]: By who?
s9(2)(N(iv)
s9(2)(P(iv) There is less urgency

with recapitalisation and decisions on that can proceed over a 2-3 month period before
being brought back to Cabinet for further consideration. That would allow time to work

SENSITIVE Page 5 of 10
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through how much funding is rgquired. It would also allow time to consider such issues
as whether the Crown s9(2)(f(iv)
s9(2)(A(iv)

Risks @
23-31. The intention is to put in place a granting funding agreement to protect ti

Crown’s interest via various conditions, including the acceptance of full acce
information and monitoring. However, $9(2)(f)(iv)

s9(2)(f(iv)

s9(2)(A(iv)
24-32. Joint Ministers consider that this may need to be re
s9(2)(A(iv)

further advice on this point and report on this to Cabi

s9(2)(b)(i)

33. PWC also advise that before the RITA Board epts any funding, i
seek legal advice as to their obligations un Companies Ac 1@3
relevant legislation, to ensure they are i S

34. Even with restoration of the JAB toa/séund financialfootingithe gambling market has
taken a significant hit and wﬁ{ t‘ak\e«geral vearst n \tﬁe level of pre-Covid-19
returns and dlstrlbutlons@ na&ng/s\p/ort and CM Ttv*eb:g?anlsatlons In supporting the
TAB, the Government érﬁa/lq% stantial |nve\t~m}n\t\@New Zealand’s monopoly

gambling arrangements. _ { Formatted: Font:

25-35. It will nﬁ@!\t&Mer urgently m;f\otect that investment from being
eroded by coréu{r/}dﬂ to other Of(/MIJ?/ better operators, while ensuring that
essential reVenye fof racing, sport-and ity organisations are restored. The
Departmén@ ch?ss}o/ortfolio Gm}u}g\\‘{a&ng and Community funding — Covid-19
response emd ?eHIery progrz{r’rym/e om&k addresses this risk; however it could be
further mitigat\t_/d by fast—tyack'méxt@e a)nline gambling review being undertaken by the
Minister of Internal Affaifs.

Consultation &

36. Due to the urgency of this matter, consultation has been limited to the Department the
Treasury and RITA. Sport NZ and the Department of Prime Minister and Cabinet (Policy
Advisory Group) were consulted during the preparation of the initial round of advice to
Cabinet.

37. Treasury comment

SENSITIVE Page 6 of 10
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38. The Government has pursued significant policy reforms to revitalise the racing industry
during this parliamentary term. This commercial scrutiny of the TAB has identified a
number of fundamental issues regarding the TAB even prior to COVID-19. For example]
new gambling products and declining races, declining revenues, $9(2)(f)(iv)

s9(2)(F)(iv) and a deteriorating balance sheet. $9(2)(f)(iv) |
reforms S9(2)(f)(iv) the TAB is unjikRely tobe
commercially viable in the long term.

39. If Ministers choose to intervene and provide support to allow the TAB/RITA to op
through to 31 July, a grant is likely the only feasible option. A loan ma)/be\most

appropriate when considered against wider COVID-19 business supﬁ@t\r{\%fugs and

would provide a “least regrets” option for the taxpayer. Howevey/s chc ercial tools

are not available in this situation. S9(2)(f(V) \5@? Q
and its current financial situations suggests a loan would nm e repaid, eve%

taking into account the significant policy reforms the govern Em;)w recently pjﬁs
to assist in revitalising the racing industry. Any grant wi uirecareful work an
conditions to ensure it provides assistance as inten

40. Ministers should also be aware that the TAB Wi”(féqmd ifional S9N

s9(2)(f)(iv) though the natu\re\ofvgha)t is not yet£lean ding
on the outcome of the work on future recapiﬁﬁsation\oT/RITA, thisyﬁﬁv}ﬂs\}\rﬁi}e fiscal
implications for the Government. %

2

~ -| Commented [ML[9]: The financial implications require
********************* signifncant work:

2—8—41 H H 3 ave dienifi s pIications. Based on -41m grant should be reflected in appropriations and proper
. financial recs
Ministers are -The money for policy and monitoring needs to be further
anche. In addition, there will outlined: i ,
. . . oWhy is 2.5m needed? What does this buy? There isn’t
erisive monitoring arrangements. sufficient info to justify it
olf the funding is needed, seek Cabinet approval for it now —

29:42. i inis d to recapitalise don’t add it into a funding request.

This would position the industry

Racing and Com 1 g — Covid-19 response and recovery programme of work.

3144, Followi jvice.on likely costs from Treasury, approval is sought to increase this
bid by $2.5 mi is' would cover the work required to negotiate the first tranche of
funding, megwlementation and monitoring costs for the racing industry support
package, and engage the specialist financial and legal expertise required to work through

the complex set of issues involved $9(2)(f)(iv) Joint Ministers support that
request.

Human rights

32:45. The proposals in this paper have no implications for human rights.

SENSITIVE Page 7 of 10
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Population Implications

33-46. The Racing Industry makes an important economic impact to rural New Zealan
providing a wide range of employment opportunities complementary to other
agriculturally-based occupations. As well as jobs directly related to the preparation (
caring for racing horses and greyhounds, such as breeding, owning and training

transport, manufacturing and construction.

Legislative implications

34-47. The proposals in this paper do not require fresh Iegislat:kc())p,/a>s<m
be made to the Racing Industry Bill when reported back to the g
gree that a support package should be developed and the T

racing industry.

35-48. The Racing Reform Act 2019 introduced Minj
Minister for Racing to more closely direct the actio
These provisions enable the Minister to provide a |
directions to the agency to manage risks to its fina

36:49. e’ Dey ent will p@m@a

agreement, to articulate the Minister’s-expectations in res  agrant. This draws
iculate the Mini ions i t of /r This d

upon the above powers, setting o\Lﬁ’r/er\\r entsind —

37.50. Schedule 1AA (Clausgfﬂprov/d%the Ministe
the transition period. The périod ends itht
owuncil (0IC).® the €OVID-19 related delay in the
stry Bill, the Depa is preparing an OIC to extend
to enactment of the Racing Industry Bill.

Department instruct Parlla enlﬁry Counsel Off|ce to draft a Supplementary Order
Paper to be lodged once th s rgdorted back from select committee on 1 June 2020
to give effect to the a
Impact analysis
39:52. A Re act Assessment is not required l 7777777777777777777777 {Commented [ML[10]: Why?
Publicity
40.53. Ifa support package is agreed, the Department of Internal Affairs and-Freasury

will coordinate with RITA on the timing and content of public announcements regarding
the support package.

5 schedule 1AA (Transitional, savings and related provisions) of the Racing Act 2003 refers.
6 Section 5 of the Racing Act 2003 refers.
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Proactive release

4154, If Cabinet agrees to provide a support package it is recommended that this pap
is released immediately a fund agreement has been executed with RITA.

Recommendations
The Minister for Racing and the Minister of Finance recommends that Cabinet:

1. note that the racing industry is a major contributor to New Zealand’s
at risk of collapse because of the COVID-19 pandemic;

2. note that the racing industry receives most of its income from
revenue generated from wagering and betting on events provi

w

- {Formatted: Font: Not Bold

4.
35

/ ahnounced
sport, but the

b. | i ous S
i 7 on the indus @w ’
racing industry has substant|a| , -; able ongoing c%ﬁnot meet;

7. note that COVID Ministers he objectiveés of anly support package would

be to: 3 ? >
7.1. ensure the survwal@ the TAB through toq/\& }@\ fits 31 July 2020 financial

ear;

7 2 position the lﬁ\strym ccc,%fully/&umc racmg in August 2020;

3. mltl;_,;yté/? \ag,ts gyﬁsportmg 9(;4 n as a result of lost betting revenue; - - {Formatted: CabStandard

5.8. noteth —d diligepce investigati RITA needs $40-$41 million in

immedi G@J
6:9. note that ision of th|s a a s appropriate-the only feasible option

because RITA has no ca carr addltlonal debt, and s9(2)(f)(iv)

s9(2)(P)(iv) equity options are not
feasible;

7#10. agree that the

subjectto a p@

should immediately provide a $41 million grant to RITA
e protections and conditions, as determined by Joint Ministers;

11. note that du\&kger{ce on RITA has also confirmed that there were significant issues - - Formatted: Font: Not Bold

prior to COVID-19 and that the long term commercial viability of RITA may be in
question, unless significant reforms are made

8:12. note that recapitalisation of RITA may also be required, and joint Ministers will be
investigating this and will report back to Cabinet;
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%@note that the Department of Internal Affairs submitted a Budget Bid for $2.5m, to
cover the COVID-19 related costs for its cross-portfolio Gambling, Racing and

recs?? | suspe@

16:14. agree that this bid be increased by a further $2.5 million to enable the
Department to put the racing industry package in place and monitor its
implementation;

Community funding — Covid-19 response and recovery programme of work;[ o / /< Commented [R&A’%e need to be proper financial
/

S

11.15. agree that the totalisator duty (‘Betting Levy’) which is being p
repealed over 3 years cease one year early on 30 June 2020;

ressive
ol N

year ended 2020.

Authorised for lodgement YO
Rt Hon Winston Peters

Minister for Racing
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Assessment template: COVID-19 related expenditure

Initiative summary

Title of initiative

Gambling, Racing and Community Funding Work
Programme

Portfolio of lead Minister

Minister of Internal Affairs

Portfolio(s) of other Ministers involved

Minister for Racing
Minister for the Community and Vquntaryﬁ&tor

Impacted Votes

Vote Internal Affairs

Wave Wave 2 kaﬁ
VA Assessment on meeting criteria Does not me@i/cnie}a>
Recommendation Defer

Initial Assessment for near term (11 May )'0 20),

Criteria

Does this initiative directly relate to Wave 1 oéén> %es.

the COVID-19 response and recovery?

%

omic'symptoms of the COVID-19 situation
'\ programme of work. There are
-\60 icy questions around the inefficient

— \@oﬂology of distributing resource to these
/(\\se ors via gambling proceeds.

Is the initiative investment ré@dy“?\

/)/es.

funcin?

nswered

[assessme necess ary if you
yes to th ee questi or yes to question
4] N

Has the agency demonstr ﬂ{a{ this ini;@i\v%s Yes.
cannot be funded fromw % aseline;;.{\ —

Is there another rea <r{ this initiati \ohld

be considered? Please specify

Will this initiative be assessed fc No.

Treasury:4272281v1
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Assessment

Criteria Response (RAG)

Link to COVID-19: Has the agency demonstrated a clear link to the
Government’s plan to respond to and recover from COVID-19?

Outcomes: Is the agency clear on what wellbeing outcomes this initiative
seeks to achieve?

productive, sustainable and inclusive economy?

Options analysis: Has the agency completed genuine options aM @

Government objectives for the economy: Does the initiative contribute to a E

there a clear case for investing in the preferred option?

Costings: Has the agency presented a clear cost breakdown? }sEIing >
options included? Can this initiative be scaled to improve align t with t
other assessment criteria?

Timing: Does spending on the initiative need to staﬂ%@%ly? N/A
ini e impleme i

ready (i.e., is there a supporting business case e agency’identified
risks to implementation? If new FTE or contra

e required, i
feasible? {\
Implication if funding is not approved: @}\{he cons& \c\eg if the
funding is not approved?

Cross agency implications: Has t % y ensure@nitiative does

not overlap with similar initiati ther agenci as the initiative

been developed with other agenci akeholm

i\c peoples;(s\ﬁg‘proposal sufficiently
needs a d Pacific communities?

olicy tool fi information)

Consideration of Maori andQl?(a/'
tailored and targeted to %
(Refer to the Maori and Pacif

ary q i z >
gambling, racing and community funding policy reforms, including the
o & .

Assessme

ged gambling market by the end of 2020, with the primary driver being declining
ons, the racing industry and sports organisations as a result of COVID-19. While
policy-reform, Ministers have an opportunity to explore more fundamental issues

ng proceeds as the primary revenue stream for community organisations. We have a

ed fo
regarding the use o g} b
number of policy-eoncerns with the current approach including gambling harms, fairness of distributional impacts
across commu d the volatility of gaming revenue.

New funding supported

wupportea ($m) cuis/20| 20/ MR e | ourvens
Vote X:
Vote Y:
Total

Capital funding supported 2019/20 2020/21 2021/22  2022/23 2023/24

($m)
Vote X:

Treasury:4272281v1
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From: Murray Johnson <Murray.Johnson@dia.govt.nz>

Sent: Monday, 4 May 2020 9:59 AM

To: Michael Lonergan [TSY]

Cc: Jason Dowse

Subject: RE: Racing Cabinet Paper - Agreement to emergency racing industry support
package v3

Hi Michael /ﬁ&

In response to your queries:

1. Offshore betting charges — there are transitional arrangements in place that %%RI A to gain revenue from
betting use information charges (however these neeg %ﬁ trigger pi% liability. The Racing
Industry Bill currently before the house makes chargés'to offshore(a‘a@? egime — to change the basis
of the BUIC to commercial arrangement (much like the trz ments currently in place) and to
position the POC more clearly as a tax or dut %%)o i 'already covered by the

s

transitional arrangements and most POC revenu
arrangements will be put in place on pa

2. The property proposals to vest surplu v s\will assist the codes to reinvest in racing
venues that are retained for racing. Pot |aJJ/y‘l this might. the distribution demands on the TAB (to
the extent that the codes mvestkaeep and i /ement of racing facilities from this source).

Cheers, Murray - @ r/(\\\\‘
(N —
From: Jason Dowse <Jason. DQWse@gjré}govt nz>

To: Murray Johnson <M

on@dia.g %
Subject: FW: Racing C r - Agreement mergency racing industry support package v3

7

onergan@treasury.govt.nz>

From: Michael
Sent: Monday, 4 May 2020 G\W

To: Jason Dowse <Jason.D®v ia. govt nz>; Craig Murphy [TSY] <Craig.Murphy@treasury.govt.nz>
Cc: Murray Johnson <Mu<ﬁ(av.JoYson@d|a.govt.nz>

Subject: RE: Racing C Wer - Agreement to emergency racing industry support package v3

4 D
(IN-CONFIDENCE]. " |

~

Hi Jason

Thanks for our chat earlier. I’'m looking over the papers now, and had a question — | just tried to call to discuss.

The government has agred to put in place offshore betting charges, and legislation is progressing through the house
which will provide quite extraordinary powers for the racing industry to acquire racecourses. Both of these seem to

be obvious future sources of revenue for the industry, have they been taken into account?

Cheers
Michael

The rest of this email chain is not relevant to the request
1


McDowallJ
FreeText
The rest of this email chain is not relevant to the request
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From: Jeremy Morley (NZ) <jeremy.morley@pwc.com>

Sent: Monday, 4 May 2020 4:09 PM

To: Craig Murphy [TSY]; David Blue [TSY]

Subject: Re: RITA

Hi Craig and David i?

Further to John's email which he and | have discussed, it is worth noting als ing in Nle due recommence

tomorrow, with Greyhound Racing scheduled for Whanganui and Addingto

We will monitor this closely with the TAB team to see what impact tlls g §
forecast, and let you know any issues arising. D

Regards

Jeremy &&\/ &
On Mon, May 4, 2020 at 3:53 PM John Fisk (NZ) % fisk@pwc.com> Wyot&;

Hi Craig

//
As | have noted, it would be good if we o%a\perhaps hav a@all\ th you and your legal advisors to canvas the
issues. - -\\ -

We don't disagree with any of yo{u:i—)u oints.
form of equity, the importan 4ssueﬂve/feel is ulti
run. This needs to be aligned to the future directi

y what the initial funding enables RITA to achieve in the long
cture and operations of the organisation sg))(iv)
lisation of the business, and a sustainable business model that

s9(2)(f)(iv) \ﬁetter co
works with Racing NZ?. G hat may well e first set of funding right will mean you don't need to make

subsequent changes.

manage wha a§e sign flcantly d|tors and tax is not a good position to be in financially, legally and
reputationally, se the sooner itis kSOl't d the better. Management can then get on to running the business as
"normal" and making the rm/éhanges The business could struggle on for the rest of the month, possibly
longer, managing and juggling creditors, but if anything adverse happened or a creditor said we have had enough,
then it all comes to d.and that should be avoided.

The timing issu€is'v much on?fel tb the urgency as to when these things need to be sorted. Continuing to

The balance sheet, |ss\\e is'somewhat subjective. Ultimately a big chunk of the funding, if provided as a loan, merely
replaces one IlabMy (gredltors) with another and doesn't affect the overall equity, so could be structured in that
way. Anything else provided as a loan gets disbursed in distributions or employee payments and operating
expenses, until it is replaced by retained future earnings etc. So it does affect net equity and potential balance
sheet solvency.

s9(2)(b)(ii)

The directors we have spoken with share our views about setting the TAB (and the industry) on the path to
sustainability, and hence have not formally advised they would not accept the funds as a loan. We would need to
seek a greater level of feedback on that issue.
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Hope this helps.

Regards
John

John H Fisk

PwC | Partner

Office: s9(2)(a)

Email: john.fisk@pwc.com

PricewaterhouseCoopers New Zealand

PwC Tower, Level 22, 188 Quay Street, Private Bag 92162, Auckland 101

pwc.co.nz
Alternative contact: Nita Pinto s9(2)(a) email: nita.v.pi%c.com

Be green. Print less.

[IN-CONFIDENCE]

Kia ora

I’'ve been asked én't doa dam S41 million capital injection required by RITA.
,,,\\\‘ % \7
%\f /%

( \\f\;
My response has been t %/

o~
e The balance @jwnl not allow lending of that scale
%
e Lending at that scale is unlikely to be agreed by the directors

e Lending will require a deed to be entered with the incumbent bank — to see it subordinated and postponed

e Lending if faired value would be valued a $0, or close to it

e If lending was to be done, it will take significant time — which | understand is not available

Have | framed this correctly — anything missing?
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Nga mihi

TE TAI OHANGA
THE TREASURY

- o §>
Craig Murphy | Te Tai Ohanga — The Treasury LM
\\/ )
§ 22 g

Tel: s9(2)(k) | Mobile:s9(2)(@)(ii) | Email: craig.murp treas rv.govt.nz%J

7\ — —
Q/ ) Qih 7
CONFIDENTIALITY NOTICE ’ Ve :‘\ .
(
Yo

N —/
The information in this email is coqfi ,ntiajt/ the Trea nded only for the addressee(s), and may also be legally privileged. If

S
you are not an intended addressge: ™~ {__“/ ]
a. please immediately delete this }ﬁ\@il Epd notify the Treasu y return email or telephone (64 4 472 2733);
b. any use, dissemination or, i this email %pr hibited and may be unlawful.

This email messa achment ar@/ dential to our organisation and may be subject to legal privilege. If you
have received%\ n error, pf\é%; vise the sender immediately and destroy the message and any
attachments. -are not the jnten cipient you are notified that any use, distribution, amendment, copying or
any action taken mitted to betaken'in reliance of this message or attachments is prohibited. An electronic
communication is not recei ﬁvj) until the contents of that communication have come to the attention of the
person who is the addres electronic communication. Only PwC partners or principals have authority to enter
into legal obligations o of PwC member firms. If you are an existing client, this email is provided in accordance
a

with the latest terms ent which we have agreed with you. Prior to opening this email or any attachment,
please check therpA‘or es.
(¢

\ ) \‘
PwC is not respon\sih[gjér: (i) any viruses in this email or any attachment; or (ii) any effects this email or any
attachments have on your network or computer system.
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From: Murray Johnson <Murray.Johnson@dia.govt.nz>

Sent: Tuesday, 5 May 2020 2:41 PM

To: Michael Lonergan [TSY]; Misty Parbhu

Cc: Jason Dowse; Orsola Del Sante-Bland; Georgia Banks; Craig Murphy [TSY]

Subject: RE: Emergency Support Package: Racing Industry and Sport Cabinet paper [budget
sensitive]

Hi Michael /&

\/ )
Well spotted! The additional $9m was requested by the Minister for Racin he though v@ /bemg over
optimistic in regard to the timeframe for the second tranche of work; and that it would be prudent to allow for
additional costs before we get to a decision on that next phase@are clear that there will'be further funding to

be considered.

As you noted earlier, the figures still move around som
racing, Belarusian soccer or Russian table tennis are
safely underway.

/b s the pu /’aII bets are off” if Australian
kﬁe\\/t icontinue b r domestic racing and sport are

J
i\@e We are awaiting advice from PwC on

We are aware that there may be alternative
that point.

Cheers,
Murray

: Mi i<ty Patt iagovtn%n
Cc: Murray Johnson < J hnson@dia govt

Jason Dowse <Jason.Dowse@dia.govt.nz>; Orsola Del Sante-
Bland <Orsola.DelSante-Bland@dia. gov orgia Banks <Georgia.Banks@dia.govt.nz>; Craig Murphy [TSY]

% gg?;&fcmg Industry and Sport Cabinet paper [budget sensitive]
—

[IN-CONFIDENCE] \\/ J

Thanks Misty.

I'll look over and z}lm%you comments by tomorrow morning. I've also forwarded on to Craig for comments.

I just quickly open\eLup/the paper and noticed that the amount sought for the industry has gone up, an extra $9m
beyond what was set out in the PwC report. I’'m assuming this is at the request of Minister of Racing, however unless
its been recommended by PwC I’'m not sure we can support this amount.

| provided some comments yesterday on the paper outlining that our options for support to get the TAB through to
31 July to are limited, leaving a grant the only feasible option. The Treasury comment noted that a loan is preferable
but may not be feasible given the state of the TAB/RITA. That comment was based on a 100% loan of the funding
required. However if it was possible structure the support so it was a mixture of grant and loan that would be
preferable to providing all of this support in the form of a grant. At least that way, we have a possibility of recouping
taxpayer money.

Cheers
Michael
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From: Misty Parbhu <Misty.Parbhu@dia.govt.nz>

Sent: Tuesday, 5 May 2020 1:32 pm

To: Michael Lonergan [TSY] <Michael.Lonergan@treasury.govt.nz>

Cc: Murray Johnson <Murray.Johnson@dia.govt.nz>; Jason Dowse <Jason.Dowse@dia.govt.nz>; Orsola Del Sante-
Bland <Orsola.DelSante-Bland@dia.govt.nz>; Georgia Banks <Georgia.Banks@dia.govt.nz>

Subject: Emergency Support Package: Racing Industry and Sport Cabinet paper [budget sensitive]

Kia ora Michael

Please find attached the latest draft of the Emergency Support Package: Racing Industry and Sp abinet paper.
This draft will be provided to the Minister for Racing’s office. If you have a ck that w&ﬁvggt corporated in
to the final version (likely to be lodged in the next couple of days), can ease provid Jas \/énd Murray by
tomorrow morning. \77

Nga mihi
Misty
Misty Parbhu | Policy, Regulation and Communitie

Department of Internal Affairs Te Tari Taiwhenu
Mobile: s9(2)(k) | Hours: 6am - 3.30pm

. ‘*”\ﬁﬁn is confi?eﬂtg Treasury, intended only for the addressee(s), and may also be legally privileged. If you
are not an intende réssee: ~

(
a. please immediately delete this err i\I\Qn?motify the Treasury by return email or telephone (64 4 472 2733);
b. any use, dissemination or co| this’email is strictly prohibited and may be unlawful.
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pwec

Memo
To: David Blue and Craig Murphy % sury /&

Murray Johnson and Jason D epartmerkqfqnternal Affairs

From: John Fisk and Jeremy Mo

N
Date: 5 May 2020 y
Subject: Racing Industry Tra %;c“mn Agency — Fundi ptions

Dear David, Craig, Murray and Jason

S

we attac@ sheet showing the various
- initia nd hlgh/l essment of pros and cons. We

ith 59(2)(a t’ Chapman Tripp.

Further to our conference call of 1p:
options for funding, along with o
confirm that we have worked o

, n¢ g are immediately workable in the
would achieve t jective of resolving RITA’s short-term
funding needs and setting ger term sustainability. However, from a
practical and timin rspective the grant \ combination of a grant and a loan, are more
favourable. A full l/g:gﬁ islikely to t \]o\nger time to implement and could see protracted

The hybrid dn f a grant et-overdue creditors, and a loan/credit facility for other
costs 1ncl ructurin %8 the Crown a level of flexibility to control both the final

g and the ter f that funding. It also increases the level of accountability
management to perform and meet any covenants the Crown

Wegou>d be happy to discuss this further with you once you have had the opportunity to
review the options. As we also noted on our call, we are available to facilitate or join in any
conversations sg2\(bii to resolve any issues around the Crown’s potential funding and

$9(2)(b)(ii)

Yours sincerely
John Fisk and Jeremy Morley

PricewaterhouseCoopers, PwC Centre, 10 Waterloo Quay, PO Box 243, Wellington 6140 New Zealand
T: +64 4 462 7000, WWW.pwWc.co.nz
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OPTION AMOUNT LIKELY TIMING PRO ONE PRO TWO PRO THREE
1.Fullgrant Upto Immediate  Easy to Immediate .
& P i s92)(P(i
$41m facilitate payment can
be made
Q :\
2. Partial grant Up to Immediate Same as above Sam ame as above

in conjunction $30m /ab ve

with loan [

S

Allows f 39(2 b)(”)
better
recovery-of

%

Same as above

3. Partial loan Up to Allows.Crown
in conjunction $15m onitor
with grant ctual need
for additional
funding
4.Fullloan  $41m Same as above Tg
e
5. Equity $41m Uncertai

X

n/a n/a

FUND

PRQ FOUR
)
s the

R
—overdue creditor

IONS FOR R
PRO FIVE

roblem

Fullamount may  Same as above
not be required if
TAB can
successfully
manage its
business and
mitigate need
Same as above, if
loan is provided on
a drawdown basis

Same as above

Same as Option 1  Same as above

Q)

|
)
\Yt\forjpi/scussion - Commercial in Confidence

Mitigates risk of
overpayment of
amount by
restricting to
overdue creditor
levels and

restructuring costs

Same as above. If
provided as a
hybrid with a
partial grant

n/a

n/a

PRO SEVEN CON ONE CONTWO

Some political risk
that Crown is
supporting
gambling and
racing industries

n/a s9(2)(H(v)

Places covenants Same as above Same as above
and pressures on

Board and

management to

perform and

manage the

business more

effectively than if

grant is for full

amount

Same as above 59(2)(b)(||)

Same as above

Same as above  Same as above Same as above

n/a QIR iy Same as above

~OIONA A Meaning
that there are
complex issues to
resolve to protect
Crown interests —
would most likely

involve t
—AsANin A

s9(2)(H(iv)

CON THREE CON FOUR CON FIVE

Amount provided Does not

may not be fully necessarily place
required, any pressure,
meaning if full effective
funding paid then covenants or

s9(2)(b)(ii)

recovery onus on RITA
becomes harder Board and
management to
perform
n/a n/a Same as above
n/a n/a Same as above

Could take some n/a Same as above
time to resolve

issues and make

payment

Same as Option 1 Same as Option 1 Same as above
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From: Michael Lonergan [TSY]

Sent: Wednesday, 6 May 2020 9:24 AM

To: Misty Parbhu; Murray Johnson; Jason Dowse; Orsola Del Sante-Bland

Cc: Craig Murphy [TSY]; Simon Duncan [TSY]

Subject: Racing Cabinet Paper - Agreement to emergency racing industry support package
v3 May 2020.docx

Attachments: Racing Cabinet Paper - Agreement to emergency racing indust pport package
v3 May 2020.docx &

o

[IN-CONFIDENCE]

Hi all

lengthy, costly and intensive |ntervent|on, but t
s9(2)(M(v)

I also had a number of comments about{gs;anual implic
- Unclear why an extra $9m co iiOV is needed -~
- The betting levy repeal does
financial recs
- Further clarity on the§$z 5mfl§partment
- Scope statement quest

erial process. ngev ans are a little more tricky — the Minister of Finance must make a
decision in line e’Public Finance kctSSL on whether to make a loan (this is not a Cabinet decision) and
depending on h@ ter‘@ of the | propriation impacts will differ. To manage this but allow Cabinet decisions
quickly, we’ve got asuggest appfoagh set out below that would be good to reflect in the recs:

- Seek Cabinet appr to. asupport package with an upper limit of $50m

- Charge the full $ i against the CRRF
re still underway as to the split of thing support between loan and grant, and that

MoF apprgva ny lending would be required in line with PFA requirements
- Note that the\TA eeds support quickly

- Delegate aq\fho/lty to Minister of Finance and Minister of Racing to make final decisions on this split, and
make further changes to appropriations within that upper limit above

I haven’t included this in the paper as it we’ve only just this morning worked on this proposal, and the paper needs
quite a bit of work to tease out the loan v grant issue so making the above changes may be messy —and | thought it
best to get the attached comments to you early.

PS | also got confirmation from MoF’s office last night that he does want to remain co-author of this paper.

Cheers
Michael

Michael Lonergan (he/him) | Analyst, Justice, Security and Government Services | Te Tai Ohanga — The Treasury
Tel: s9(2)(k) | Email: Michael.Lonergan@treasury.govt.nz

1
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Visit us online at https://treasury.govt.nz/ and follow us on Twitter, LinkedIn and Instagram

Curious about why | say “he/him” on my email signature? This article explains.
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Sensitive

Office of the Minister for Racing

Office of the Minister of Finance

Chair

Cabinet Business Committee

Emergency Support Package: Racing Industry and Sport

Purpose

Executive Summary

3.

4-5.

reduce.

A 2018 study found th
1.6 billion in value-ad
ed that the total dir
A |
aland racin mxitr )w‘as 14,398 FTE jobs,
with in excess of 58,000 individual i 'ri/sﬁme shape or form.

o
Many of these jobs are based n\r\egiezﬁé)economies.

The racing industry is highly WB@Feliant, principatly o enue generated by the
TAB. The Racing Industr sitioh Agency (RITA) governsthe TAB and has requested

urgent support to ensu monopoly bett ator can survive the pandemic.
RITA is carrying $4 rm debt and has outstanding supplier payments of more
than $26 million/B enders advise th n extend no more credit and RITA is fast

approaching hich it wilkhot-be 0 meet its commitments.

COVID Mi considered thi m?e 16 April [CAB-20-MIN-0130 refers] and

directed artment of I?err)a irs’(the Department) to work with the Treasury
onfirm the natyre and-scalé of support required and report to Joint

Ministers. The objectives qff\em\ﬁs drt package would be to:
4.1.ensure the surVivalxﬁh&: through to the end of its 31 July 2020 financial year;

4.2.position the indugtrxf &ccssfully resume racing in August 2020;

4.3.mitigate nﬁr’)a;\l?\o sporting organisations as a result of lost betting revenue;
{

\
)
PricewaterWopers (PwC) was commissioned to review RITA’s financial position

Doc 21
Page 81 of 102

and outIooH. A copy of the report is attached to this paper. \PWC confirms that urgent 1 TCommented [ML[1]: You should provide the report to Cabinet

so they see the underpinning analysis

support is required to ensure the TAB can survive to the beginning of the main racing
season (August 2020). PwC’s analysis found that $41 million is needed and the majority
or all of this should be provided no later than 20 May 2020. Joint Ministers have
considered this and added a further $9 million as a contingency. Joint Ministers

LRITA is the successor Agency to the Ministerial Advisory Committee and the New Zealand Racing Board.

SENSITIVE
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presented the case to Budget Ministers and recommended that the support package as
detailed in this paper be provided, with appropriate protections and conditions. Budget
Ministers agree that support should be considered.

5:6. Joint Ministers propose that if Cabinet supports providing a $50 million support
package that this be provided in grant form, as RITA’s balance sheet does not ena
take on further debt from commercial lenders.

[
>

6-7. However PwC’s analysis has also underlined that RITA has a number of more
fundamental issues driving has-a very weak equity position, that existingprior to th
impacts of COVID-19. -and-PwC noted that close consideration should b@i% to

creating a direct value-added impact (in terms of w. es,/s/alaries and
million per annum. The same study showe thatthe total direct a
employment impact generated by the | nd racing indus
with in excess of 58,000 individuals pa ing jn the indus y;fh eshape or form.

)

) )
S Fe%s a result of COVID-

TAB3. A number of NSOs are Iﬁgjeh t on betting rew t
sport in New Zealand atboth the kigh performafice andconimunity level. The TAB's role
in the industry is to ma and provide for betting on racing and sport events produced

by the respective racing and sports codes. RITA governs the TAB and has requested
urgent support %t the monopoly-betting operator can survive the pandemic.
a

RITA advised i eking a su é to:
&19.1.e can maintai iné functionality and meet essential and
unavoidable costs; S

/"j
8:2.9.2. ensure the codes canr\{\ai\nt)ﬁiﬁ a’baseline functionality and meet essential and

ri ons to sporting organisations from the TAB; and

ong recovery of racing via additional marketing, promotion

and stakes as seon(as racing and sport events can resume.

9:10. RITAhad e)gé@;;\\h TAB’s revenue to drop to close to zero from April 2020, with
little prospect of significant revenue recovery before the new racing season starts in
August. However, limited racing in Australia has continued and some sporting events
overseas have been taking place. This has meant that the TAB's revenue from wagering

2 Size & Scope of the New Zealand Racing Industry, prepared by IER, February 2018.
https://www.rita.org.nz/sites/default/files/documents/NZ%20Racing%20Size%20and%20Scope%202018%20
Full%20Report.pdf

3 The TAB was once an entity in its own right (Totalisator Agency Board) but is now an operational arm of RITA.

SENSITIVE Page 2 of 13
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has not completely collapsed. The TAB’s current turnover is around $22 million per week
compared to the 2019 weekly turnover of around $53 million.

10:11. Although the TAB has been able to retain some revenue it is not enough to ~
sustain it to the start of New Zealand’s racing season in August. RITA has also taken‘and (/(4
continues to take measures aimed at reducing its costs, such as xxx. The RITA Board \j\\

back further commercial debt. Our investigations indicate that RITA
experiencing some difficulties paying all creditors on timepre-COVID

(O

\fallure‘. Racing codes and clubs and NSOs are also heavily im 3 \§ ommented [ML[2]: What does it mean?
bettiné I:e;/(;niuie 777777777777777777777777777777777 S S_——1 Liquidation/insolvency etc?

12:13. The Minister for Racing brought this matter to
initial consideration. They agreed that the objective:
to:

12.1:13.1.  ensure the survival of the TAB throﬁ%ﬁ}é end of its 31}

financial year; \
ingdi @

O —
a up

12.2.13.2.  position the industry to su resume raci

123-13.3. mitigate impacts on sp ganisations as ritrl\t\q
13-14. COVID-19 Ministers direq@b artment, wj dpp\ t‘/fr‘om the Treasury, to

urgently confirm the nature and Eggl upport require d report to Joint Ministers
[CAB-20-MIN-0130 refers]. 4

Significant support is indicate ,g&}méediatelvﬂgdin\the edium to long term
15. The Treasury engaged @%rm the extent t\gsues. The focus of PwC’s work
t

has initially been tg"identi support needed in the’short term. However it has also
identified someMMat existed pr<e\—E&Vl)Zi.\A copy of the PwC report is attached.

~

14-16. In earl i i Vi upport required as approximately $75

million. H nefacing and sporting activity overseas, the
level of i hat lower, but still significant. PwC confirms
that immedi e-table below lists the components of this
support.

Item Amount

To repay overdue/é?)sﬁi@r{\ $26.5 million

For working caK’Qaﬁr@’. code€ distributions $3.9 million net

Funding for/(égf?uw and employee $3.5 million to $4.5 million

entitlemenlts ( \

Additional m@ngpér operating and/or idling $2.5 million

Contingency at 10% $3.64 million to $3.74 million

Total $40.04 million to $41.14 million

15:17. The largest single element is to repay overdue creditors. During this crisis RITA is

managing creditors by deferring payments or making part payments. It is also using cash
held for the Totalisator Duty (Betting Levy) and GST to help cover outgoings. This is not
sustainable and there is a risk that suppliers will be damaged and RITA could lose the

SENSITIVE Page 3 0of 13
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goodwill of its supply chain. RITA is also investing significant effort in managing its
cashflow and creditors, which is impeding its ability to focus on recovery.

16-18. The other elements of support required are smaller but in each case importa
to ensure the TAB can survive to the end of its July financial year and enable the rest
of racing, subject to compliance with relevant COVID-19 Alert Level requirements. T
includes funding for codes and sporting bodies as well as to enable the TAB t d
internal restructuring to reduce its costs.

1719. With all elements, PwC estimates that a support package of ar
million is required at this time. The figure of $40-41 million is contin
racing and other events continuing. If for any reason those were t
million would likely be insufficient.

nd $40-41
JAustralian

18-20. Because the cost estimate is somewhat volatile and,subje
particularly if a return to racing and sport takes longer th la
agreed that making provision for up to $50 million wo d%;w>

A grant would position the industry to recover
19:21.  There are options for how a support pac@\
the form of a:

19-121.1.  grant;or
19.2.21.2.  Crown loan; or

193-21.3.  Crown guarantee fo/ag

20:22. Generally, we would prefe! amy\\l ort package involve assistance on
commercial terms and that tHe{rovwﬁVv;auld only prévidesupport as a ‘last resort’.

However, due to tausualpressing cwmstances@% \:ﬁ'ecariousfinancial
ituati i garding enee

situation, questions reg o) (Hv) an sed for rapid assistance — the
Crown has very limited ep Ot structuring an t package.
2123 The above not mutually’exclusive, and a support package could include
a combination © c{o 0 implement and position the industry
for rapid recove er, it woul ighest direct cost on the Crown’s
accounts 2?: ) is-a variation to t ich would see the grant replaced with an
injection in exchange for an e ityl tere .‘PwC recommended that the bulk of the
funding sho provided a$ h eragrant or as equity\ 7777777777777777777777 {Commented [ML[3]: Update to reflect latest discussions
2224, Provision of equij havé some long-term advantages in terms of
s9(2)(N(iv)

23:25. s9(2)(F
s9(2)(A(iv)

s9(2)(N(iv)
the current reform process). Addressing this issue now would complicate the current

reauirement for support, which is needed bv 20 Mav at the latest. However, )
cl%l’)b\(ﬂ(l\/\

SR : . S could be
explored in relation to the further work needed on the recapitalisation of the industry

which is discussed later in this paper.
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24-26. A Crown loan would be a recoverable asset and have limited impact on the
Crown’s accounts if the loan is repaid and depending on the terms of the loan. A Crown
guarantee of a commercial loan creates commercial incentives on RITA. It would allo
taxpayer money used to support a specific sector to be repaid over time, providing
greater public benefit. However, |i vel
term, if the industry failed to recover sufficiently to allow RITA to repay its deb
Negotiating and agreeing a loan arrangement weuld-may also take additiona
we need to move quickly.

\h?s to make %
repayments out of future revenue streams and this could slow the gﬁ/ery and, %
in the longer-term, its ability to achieve financial sustainability. \

e Mlnlster
for Racing and the Minister of Finance consider that the suppor ould be %B/
s

structured as a Crown grant, subject to specific conditions. Y
&t’h t the Betti

Commente [&;Ew hat option are we talking about here?

Guarantee or loan th? I’'m not convinced that a loan or

guarar@% igher cost to the Crown than a grant —
est

that's t st option. So | don’t think this is correct

25:27. However, a Crown loan and a Crown guarantee would mean

26:28. As part of the support package, Government co
abolished now rather than on 30 July 2021. This wouI ire slative change.._

Government could also agree that the TAB retain a LeK/y already,col &ed and
S nd sport. T asin its
n upportmg

held and not prescribe that it be distributed to raci
accounts approximately $4 million of levy which h b

Conditions of support

27-29. PwC'’s advice emphasised that the at RITA has
undertaken every possible initiative to manag the Iockdown
perlod and to the end OfJuly 202 e ond that penod i {Commented [ML[5]: Can we include more specifity as to what it
I has done to reduce costs?

28-30. Both the Department and\TI?@}y advise th
once the support package isin place;
and funding conditions. We
conditions be agreed by Joj inisters, subject
support package.

rThe TAB requires-recapitatisation ynlflcant(f\*themeform to ensure it becomes _ - -| Commented [ML[6]: it would be good to widen this out to
% WA Y o cover other issues, beyond just the capitalisation issue, so Ministers
e Ion_g tel’}ﬁ\ ~—_ have a clearer sense that what’s needed is some pretty fundamental

'.\ reform and a significant amount of government intervention.
31. PwC’s ang)(sls\h S underllnegina M}Aﬁ has a number of longer term funding
needs. P nsidered further w

e Mb\ld&ne\”ta blV involve recamtahsatmn of RITA My reading of the PwC report was that the key longer term issues
. — that need to be addressed include:
(dlscussed}u(t\er below), bu(a{rsé Wentatlon of some of the Messara report Capitalisation

recommendati\o/ns, changesto dﬁties, levies and taxes, and changes to the way in which
sporting and racing codg@}r&é&uﬁﬁed and funded.

-Implementation of further Messara report recommendations
-Changes to duties, levies and taxes

, <&<Q . L. -Changes to the way in racing and sporting codes are structured
29-32. PwC’s analysis'showed that RITA has a very weak equity position and that close T ——
consideration shaul E@to recapitalising RITA/TAB. The Racing Industry Bill (the
Bill) provides f etting operator (TAB NZ) to take over the ongoing wagering

Infrastructure Bm tee and will complete the legislative reform for the TAB. The Bill is
due to be reportedback from Select Committee on 1 June 2020 and if passed, this would

mean that any\recapltallsatlon of the industry Mould be via TAB NZ and not RITA. _~ | Commented [ML[7]: Is this meant to be recapitalisation of the
7777777777777777777777777777 I TAB as opposed to the industry?

function of R A(\T>1 ilVis currently being considered by the Transport and

30:33. Recapitalisation by the Crown? Others?  sg(2)(f)(iv)
s9(2)(f)(iv)

S92)(H(iv) There is less urgency with recapitalisation and decisions on that
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can proceed over a 2-3 month period before being brought back to Cabinet for further
consideration. That would allow time to work through how much funding is required. It
would also allow time to consider such issues as whether the Crown could/should in

effect 59(2) (f) (IV)

o
[ A
- Comm nte&\@[h&jjaper may benefit from an options
¢ O

o %a her choices. including do nothing (could instead

‘ Immediate risks

3134, The intention is to put in place a grant funding agreement to protect the
interest via various conditions, including the acceptance of full acces
monitoring. sg(2)(f)(iv)

s9(2)(N(iv)

@&q‘--.aued: Indent: Left: 0.63 cm, No bullets or numbering ]

%Qi/
32:35.  Joint Ministers consider that this may need t e g sQ(Z\(ﬂ(ivﬁ\\
S9(2)(N(iv) Ministers.willtake .~
further advice on this point and report on this t inet if they propose re 't\%li)é\tion.

$9(2)(b)(ii)

ccepts any fund‘ﬁg, it ctors should seek

mpanies ‘21,3337 nd any other relevant
i ese, especially in terms

tities, and the need to act

fe Harbour” provisions.

36. PwC also advise that before the RIT.
legal advice as to their obligations
legislation. This is to ensure they(a
of major transactions and sol &Dﬁly and any r
in good faith, including purs n@o&y@’ recently intr;

33 longer term risks
34-37. Even with r t fthe TAB to a soun ncial footing, the gambling

ake several years to return to the level of pre-
butions toraci gort and community organisations. In
overnment i g substantial investment in New Zealand’s

- - ‘[ Formatted: No bullets or numbering ]

supporting the TA

@“)?JL g
rési 1t,zche gover n}eﬂt/\ ed to consider urgently how to protect that
investment fromi being eroded by.consumer drift to other offshore online betting

g.that essential revenue for racing, sport and community
epartment’s cross-portfolio Gambling, Racing and
D-19 response and recovery programme of work seeks to
ogramme includes the proposal to fast-track the online gambling
n.by the Minister of Internal Affairs.

review being underta
Consultation \\\\,//‘

36-39. Due to the urgency of this matter, consultation has been limited to the
Department, the Treasury and RITA. Sport NZ and the Department of Prime Minister and
Cabinet (Policy Advisory Group) were consulted during the preparation of the initial
round of advice to Cabinet.
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Treasury comment

3740. The Government has pursued significant policy reforms to revitalise the racing
industry during this parliamentary term. Fhis-PwC’s commercial scrutiny of the TAB h
identified a number of fundamental issues regarding the TAB which existed even pfi
COVID-19. For example, new gambling products and declining races; has led to
revenues, poor financial management decisions including borrowing funds tofrgvi

distributions to sports codes, and <OIVRA %
These issues, combined with the impact of COVID-19 have led to,ard a significan

deteriorating balance sheet. Without |_q/ovavin reforms)in addition to

those already agreed by the Government, the TAB is unlikely to be é?] ially viable in

the long term.

grant, may be the only feasible short-term supprzf‘t\op &\Wgeneral, su >t\ ures
in the form of a loan are preferable to a grant as h’wer\ug sbme ability for. %ﬁo n to be
repaid, and it better aligns with the wider COVtR-19 business supp;zft\l%aa\}me} already
provided. However, the financial position@f{l?e\T\AB/RlTA suggeﬁs@o%ﬂi\i\anlikelv to
be repaid and would worsen its balana{%)}et\pés' ion, even ing\inte account the
significant policy reforms the Goverr‘ﬁ‘mérﬁ/ﬁa&e{:ently pursﬁeﬂ?&a Min revitalising
the racing industry. A loan wouldﬁfsﬁi}k\\(}?@er to mp}éﬁnéﬂt. y/grant will require
careful work around the appropr(tate ganﬁltlons to enstﬁeﬁt/&cmaés assistance as
intendedAdean may be m"s“‘*,: it/ when considered againstwiderCOVWD-19
busine PO "’“ﬁ e ev--.‘m.:"-:” ”_optionforthe taxpayer
RlorievSinsaceaiiitieh ity O 59(2)(f)(iv)
s9(2 (f)(lv) HHORSLEEE

Commented [ML[9]: | understand there are discussions around
support being a mix of loan and grant, so this comment will likely

B will require additional s9(2)(R(iv) need to be amended in the final version.

42. Ministers

gh the nature of that is not yet clear. Depending
recapitalisation of RIFAthe TAB, this may also raise
rations and further fiseat-financial implications for the

s9(2)(N(iv)

on the outcome of the wotk

S9(2)(M(iv) <0
Government.

39.43. Ministers@so ve a range of further options. For example

Financial implicatio

44. The proposals in this paper have significant financial implications.

Support to allow the TAB to operate until 31 July - {Formatted: Font: Italic

777777777777777777777777777777777777777777 T {F tted: No bullets beri
40.45. Based on current RITA forecasts for revenue and operating costs, Joint Ministers { orma 0 Dulets or numbering

are recommending a support package of $50 million in 2019/20 as a first tranche. As
| explained in paragraphs 1534 to 2018, the level of immediate support has been
estimated by PwC at $41 million under the assumption that Australian racing and other
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events continue. \Given this assumption and that the financial estimates are subject to
change, particularly if return to racing and sport takes longer than planned, Joint

Ministers have agreed that making provision for up to $50 million would be prudent.L Commented [ML1| Wm?what is the basis for the extra }
funding?
46. In addition, there will be a cost to implement the package and put in place intensivi ( A
monitoring arrangements. K/ )
4% Further funding to recapitalise the TAB > - { Formatted: Font: Tralic )
47. Lloint Ministers are also considering g2\ (f\(iv) to recapitalise th B, {F"mau"d: o bullts o numbering ]
h'bLS wpylﬁdppﬁtﬁignﬁtﬁh ,@?tfy, rlqtil{SE . _~1€o .\renl:EX[ML[ll]:. What is your best estimate of the cost of }
to survive COVID-19 but to grow and increase its contribution to N lanc pecpitalbarionstvenlputinalianeeifithansallyaulhavelnow)

economy. ‘IfJoint Ministers are satisfied that such an investment s be progressed, /;
. . . . . [
they will bring a proposal to Cabinet for conS|derat|on.[ - B Commented [ML[12]: Do you also envisage further funding

T Y/ T T T T ki\ eing needed, beyond the initial funding to get to 31 July, and the
42-  Departmental funding L O ~N N\ recapitalisation? If so, outline here
. \"\ [ Formatted: Font: Italic ]

{ Formatted: No bullets or numbering ]

be outsourced to a firm that can bring legal, manage
role. The Department has submitted a COVID-19 relate

$2.5 million funding for a cross-portfolio Gambling, Raci
response and recovery programme that includes so e;el ments of t

{ Commented [ML[13]: What is this covering? Possibly delete? ]

44-49. Following advice on likely costs fro \as\ury, bpbgﬂcji'go -~ { commented [ML[141: what advice was this? )
funding is required to cover the work req egotiate the fi c
meet the implementation and monitg ts.for the racinﬁtl S upport package,
and engage the specialist financial a pertise requi d%o k through the
complex set of issues involved in . Joint Ministers
support that request.[ 777777 ~ 7%/{)/ 7777777 AN 1 ’{Commemﬂl [ML[15]: You should be outlining what this $2.5m }
- \\\~— < is actually purchasing.
-50. We therefore seek.ap F&/a fora $52.5 @se to the Vote Internal
pport package t%p to $50 million; and
of the first funding, support package
monitori c\%sts YA (iv) $2.5 million.
on-depar tal éxpehse appropriation in Vote Internal Affairs
. ] rr.1||I.|on WL% ge to RITA, we propose to establish the
following new.a proprlatlon:& ( (\]
Vote Appropri n Title Type Scope
Minist]e&
Internal Affairs Minj Support for the Non- This
R New Zealand Departmental appropriation is
_ Racing Industry Other Expense limited to
( (\\\ supporting the
N ) governing agency
:/ for the New
Zealand racing
industry and the
TAB.
52. The $52.5 million would be charged against the COVID-19 Response and Recovery Fund,  _- {Formatted: Highlight ]

established through Budget 2020.
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Human rights

47.53. The proposals in this paper have no implications for human rights. ‘/;7 N
| \
Population Implications \\
" 2

48.54. The Racing Industry makes an important economic contribution to
Zealand, providing a wide range of employment opportunities complementary to other

transport, manufacturing and construction.

Legislative implications

49.55. The proposals in this paper do not require fresh-legislation; as amend

be made to the Racing Industry Bill when it is repor q%o{ e House. If

not agree that a support package should be dev: ed and the TAB fails,de
would be required to enable a replacement operatorto’be recruited td s
Zealand racing industry.

50:56. The Racing Reform Act 2019 intrddu
Minister for Racing to more closely di actiohs of RITA over transition period®.
These provisions enable the Minister'to ide a letter of ex p/ct tion and give written

directions to the agency to manage ¢ 0 it$ financial positi a:n’g:ljequire the agency

to report to the Minister, at the intervals and in the 7 equired by the Minister, in

relation to the performance of 'B‘fu\ i

NN
@nisterial pow s@/gﬁﬁ;a\b

S period. The tr\ﬁsitl\ period ends with the close of 30 June
2020, or any later date/specified by-Orderin Council (OIC).5 With the COVID-19 related
delay in e@oanTd ation of th stry Bill, the Department is preparing an OIC
to extend the transition for a u(tHe(pp od, with the intention of this being through to
. \ Y )
enactment of the Bill. \\\\,//
53.59. Should Governn

e to the emergency support package, the additional

seeking to en{s/ua/re\}e\ urrent RITA Board remain in place as the initial interim TAB NZ
Board, until st thirﬁe as appointments can be made through the new appointment
process as spzc\iﬁed/lé the Bill. Subject to Cabinet agreement, the Department will
instruct Parliamentary Counsel Office to draft a Supplementary Order Paper to be lodged
once the Bill is reported back from Select Committee on 1 June 2020 to give effect to the
above.

4 schedule 1AA (Transitional, savings and related provisions) of the Racing Act 2003 refers.
5 Section 5 of the Racing Act 2003 refers.

SENSITIVE Page 9 of 13



20200317 Doc 21
Page 90 of 102

Impact analysis

54-60. A Regulatory Impact Assessment is not required.

Publicity 7~
55:61. If a support package is agreed, the Department will coordinate with RIT \9
timing and content of public announcements regarding the support package
Proactive release )
. . . N AN
56:62. If Cabinet agrees to provide a support package, it is recommended that this x

paper is released immediately after a fund agreement has been e i ITA. YR
)

Recommendations — \s
The Minister for Racing and the Minister of Finance recomm t@inet:

1. note that the racing industry is a major contributor t6 New Ze

at risk of collapse because of the COVID-19 pandemic; \

2. note that the racing industry receives most of its'income from the TAB, th
revenue generated from wagering and betti n events provide

&

o

3. note that national sporting organisation
operations, which will cease as g/@n
,/\\‘

significant u{i‘r@( the TAB's

e’suspensio f\xm‘ﬂ}ents and
( _

associated betting; N

NG
4. note that the significant |ncn\t\e>and usiness su a s already announced go
some way to mitigate pandemic’s impact %s y and sport, but the racing

cannot meet;

\ of the TAB t GQg\ht\% e end of its 31 July 2020 financial
i Q —

—_ T
éi%dustry to Sueeess resume racing in August 2020; and

5.3. mitigate impacts on spo '&\dr;}anisations as a result of lost betting revenue;
vestiga

ions confirm RITA needs $40-$41 million in

6. note that due diliger‘é%i
immediate suppgi? orderto survive to the end of its 31 July financial year;

6-7. _note that duedili e{ce investigations also confirm that RITA has a number of | {Formatted: Font: Not Bold

significant uﬁd’eﬂyﬁg}i\s}uésitﬁz;tip}é—aétie }Heiiﬁ{pzacitg of COVI I5—71§,7a7n(7:l callinto ; - { Formatted: Font: Not Bold

question its sommertial viability in the medium to long term without significant "~ { Formatted: Font: Not Bold

additional goant intervention;

78. note that the estimate of support needed to survive until 31 July estimate-is
somewhat volatile and subject to change, particularly if return to racing and sport
takes longer than planned, so making provision for up to $50 million would be
prudent, with $9 million held as a contingency;
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&Mnote that provision of this as a grant is the only feasible option because RITA has no
capacity to carry additional debt, and because questions S9(2)(M)(iv)
. meaning equity options are not feasible;T
$9@)(H(iv) gequlyop

9:10. note that the Department of Internal Affairs has sought $2.5 million funding
COVID-19 related expenditure for its Gambling, Racing and Community Fundi
Programme — of which a component relates to the policy work‘required to
emergency support package;\

<
10:11. note that additional funding of $2.5 million is required to e t{e;the
negotiation of the first tranche of funding, the implementation of the-su ?
S9(2)(A(iv) '

1312,

agree to increase funding in Vote Internal Affairs

11.1:12.1.  immediately provide for a grant of up to S50

appropriate protections and conditions, as determined b
112.12.2.  enable the Department to put the racing-indu ry support k E
place and monitor its implementation; % N
1213, agree to establish the following r}eW\apgopriation:\i - 7/}7 >
Vote Title \> )| Type - Scope

Appropriation

Minister
Internal Affairs Minister for /S‘We | This
Racing ( ﬂgv’ZE\ d appropriation is
. Rafi&jhdustry limited to
Y Ny supporting the
/ governing

agency for the
New Zealand
racing industry
and the TAB.

SENSITIVE Page 11 0f 13
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&)

A

Commented [| 1 Amend to reflect latest discussions on
grant v loan
5)

) ommenWML[17]: Surely this isn’t the support package, as
Y osts already incurred. Also confuses with the next
N m

ndation, make clearer they are separate

package —
‘//
(" B\

%\/

|

Commented [ML[18]: | understand there are discussions
around support being a mix of loan and grant, so this will need to be
amended in the final version.

Commented [ML[19]: Are you sure the existing appropriation
can’t be used here?

“New Zealand Racing Industry Reform (M55)

This appropriation is limited to assisting the implementation of the
Government's decisions on the reform of the New Zealand racing
industry.”

If this appropriation is required, are you sure the scope is sufficient
to allow grants? Suggested amendment also included
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13:14. approve the following changes to appropriations to provide immediate
support to RITA and enable the implementation and monitoring of the racing industry
support package, with a corresponding impact on the operating balance and net cor

Crown debt: /ij
Smillion — increase/(decrease) \9

Vote Internal Affairs 2019/20 |  2020/21 | 2021/22 | 2022/23 f@
i Outyears
Minister for Racing ;? -
Non-Departmental Other ‘ \
Expense: -
Support for the New 41.000 9.00d 1 2 - Commented [ML[20]: | understand there are discussions

Zealand Racing Industry around support being a mix of loan and grant, so this will need to be

amended in the final version.

Minister of Internal Affairs

Multi-Category Expenses
and Capital Expenditure:

Policy Advice MCA

Departmental Output
Expense:

Policy Advice - Racing

(funded by revenue Crown)
Multi-Category Expenses
and Capital Expenditure:
Policy and Related Services

MCA
Departmental Output -
Expense:
Policy and Related Sefvices _ 2.300 R _ _
— Racing
(funded by revefiué.Cr wn) -
Total Operating \ /41.200 11.300 - - -
4 7
pu
N ) -
14-15. agree that the pr e anges to appropriations for 2019/20 above be
included in the Additiodal 201 upplementary Estimates, and the proposed

changes to appropriﬁi&x@or\mo/ﬂ be included in the 2020/21 Supplementary
) blefm v i -and that, in the interim, the increase be

15:16. agree that\the expenses incurred under recommendation 1413 above be
charged agai ttf];COVID—19 Response Recovery Fund established as part of Budget
2020;

16:17. note that recapitalisation of RITA may also be required, and joint Ministers
will be investigating this and will report back to Cabinet;

- ; S5 s a ificant-reforms-are made; - {Commented [ML[21]: I've put some wording earlier on

777777777777777777777777777 covering this
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18. \agree that the totalisator duty (‘Betting Levy’) which is being progressively repealed

Commented [ML|

This has a financial impact on the crown

over 3 years cease one year early on 30 June 2020;[
omewhere. Refer to the Budget 2019

19. agree that regulations not be made for the distribution of totalisator duty (‘Betting

2020;

20. note that with the COVID-19 related delay in the consideration of the Racing
Bill, the Department is preparing an OIC to extend the transition for a further pe
with the intention of this begin through to enactment of the Bill;

Revenue (IRD-Crown)

Phased Repeal of Totalisator Dul

Industry

21. note that should Government agree to the emergency support pa i )
Led by the Minster for Racing

transition period to stay in place once TAB NZ is established and-extir ‘ This initiative reflects the forego
dury. paid by the New Zealand R
“ three years. The repeal of this du
22. note that it would be appropriate for the current RITA Bo ini s intended to assist in revitalising 1

the new appointment process as specified in the Bill;

23. agree that Parliamentary Counsel Office be iss%
€

201811

Supplementary Order Paper to give effect to reco ations 21 an
which will be lodged once the Bill after re ort\éd\back?rom selectco Operating Balance Tmpact
June 2020. \ Debt Impact
— No Impact
r\\‘ Total

\\ /\\ -
,4 201871

w 7 — T'ax Revenue:
% ) Gaming Dhities

Total Operaling

@ 15 noted the revenue impacts from this initiat

j Racing Industry initiative in Vote Interal £

Authorised for lo

16 noted the estimated decrease in forecast ta:

However I’'m not quite sure whether it needs to be done in addition
to everything else PwC identified?
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From: Michael Lonergan [TSY]

Sent: Tuesday, 12 May 2020 5:12 PM

To: AParliament: Talei Pasikale

Cc: Simon Duncan [TSY]

Subject: FW: Racing Industry Support Package: Approval of financial recommendations
Attachments: 12052020152933-0001.pdf

2

\J)

Kia ora Talei @J

[IN-CONFIDENCE]

™~

(

Michael in the health team forwarded this on to me.

This briefing is referring to the same initiative as in annex, been rent r@a assigned a different CFISnet
number to reflect what was agreed by Ministers. This a for MoF |d you receive a copy of the
financial recommendations and initiative document 0 the br|e II?

Cheers
Michael

From: Talei Pasikale <Ta|ei.PasikaIe@pam govt.nz> Q\ >

Sent: Tuesday, 12 May 2020 4:51 I;l;/l@ )
To: Michael Thomson [TSY] <Michael: n?()an@treas\ug&g t nz>
Cc: Simon Duncan [TSY] <Simon.DL(nfé‘R®x/easurv.g6{t/.n

Subject: Racing Industry Suppil?aqk%g/e: Approva
N

ancial recommendations

Kia ora Michael

As discussed, pleas

Annex 3 (outstant ial recs t
O L
Racing—_~ pporting New Zealand Racing Industry and the Racing Industry Transition Agency (|
Also, please let me know %me for the MofF to sign.
Thanks, Talei

Talei Pasikale, Eco\om/ Advisor | Office of Hon Grant Robertson s9(2)(k)
[SEEMAIL][SENSITIVE]

The information contained in this email is privileged and confidential and intended for the addressee only. If you are not the intended
recipient, you are asked to respect that confidentiality and not disclose, copy or make use of its contents. If received in error you are
asked to destroy this email and contact the sender immediately. Your assistance is appreciated.
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COMMERCIAL-SENSITIVE
Reference:  T2020/1628 SH-15-1-0 TE TAI OHANGA
THE TREASURY
Date: 25 May 2020

)

b\dtential

To: Minister of Finance (Hon Grant Robertson) @ Yo §>
[ <\

Aide Memoire: Future intervention i
costs and wider policy issues

“//:‘\\
Intern P\ff*aiﬁ/\i(DlA) seeking
inster f ing to finalise the $50

N ™

é?éf)/ has provided assistance to
C ngaging PwC to provide

his work. This aide memoire

We have no major concerns wit i

DIA in its development of the suppor —)Béckage, i
detailed analysis of RITA’s fi onL
provides further context o j

/ -
AN

ﬁe\ial situation

ise that%emment intervenes in businesses that are
able in tl{e\lt/an rm. The racing industry has been in decline for several

de Q}S&\ spite previous g vernment intervention. The financial issues facing RITA and
the industry existed prior OVID-19 and we have doubts about whether RITA will

\

continue to be comm \/i\‘ally viable in its current form.

Other firm %advice has been based on a further principle that government should
only be I% ast resort. Any support provided should be on commercial or near-
commp/vcig terms, utilising where possible commercial oversight and incentives. Providing

suppoiﬁryt‘pé form of a grant (as is the case for RITA) is generally not consistent with that
approach, although this grant agreement does include specific conditions that RITA must
meet. Given the heavy reliance by the racing industry on RITA, the support package can
be viewed as a mix of industry and firm support.

Significant additional intervention is likely, but we don’t yet know the details

The $50 million support package assists RITA to continue operating through to 31 July
2020, as directed by Ministers. Based on our current understanding of the TAB, significant
additional intervention is likely to be required in order for RITA to put the TAB on a stable
footing s9(2)m)(ii) and s92)(f(iv) However, at this stage it is difficult to
say with certainty what further government intervention may be required because:

Treasury:4282713v1 COMMERCIAL-SENSITIVE 1
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. The impact of the COVID-19 pandemic on the racing and sporting sectors has
changed during the course of investigations (eg, race meetings resumed more
quickly than originally anticipated), and the frequency events over the coming
months is not yet clear.

o While our knowledge of RITA’s commercial operations‘and financial sit%as
grown, this has highlighted further issues. Although PwC's detailed finiancial analysis
confirmed the need for immediate support, it also’identified some re\ho\usly
unaddressed issues, such as the'sg2)m(iv) « RITA and the TAB,
and its very weak balance sheet position. Some information grggally came to

light during further PwC investigations an tﬁjs{fin}ormation es concerns over
RITA’s commercial management and for exary@é{\

N\ )
o s9(2)(b)i) %
o RITA’s cashflow forec%j t fully ca
a number of revision%' h suggests |

long term funding needs —/

o it was revealed@TA borrow, @'no Syin order to allocate distributions to

sports and r des in the 20° ancial year, and
o RITA appea $9(2)(b)(ii) KQ
s9(2)(b)(ii) Cﬁ —

islative reforms are unknown. The Government
ct 2019, and the Racing Industry Bill is currently

rough House. These reforms include the creation of new offshore
oposalg\for ompulsory acquisition of unused racetracks, and the

é)f to rest ctg?ehe TAB into a new entity TAB NZ. While the reforms are
%ﬁe ed to revit the industry, it appears the initial tranche of reforms has
ulted in sigﬁifi(fa

;@@s rt-term needs, and required
\mv\éy not understand its medium-

transitional costs to RITA.

b
Drawing on mZﬁvi; analysis, our current estimates (as at 25 May 2020) of further
governm@v ntion are outlined below:

I~

NS}

Potential cost

RecapitaTiéation of RITA: s9(2)(f)(iv) s9(2)(P(iv)
s9(2)(N(iv)
s9(2)(b)(ii) and s9(2)(f)(iv) s9(2)(b)(ii) and s9(2)(f)(iv)

Treasury:4282713v1 COMMERCIAL-SENSITIVE 2
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Potential cost

Sustainable distributions to sports and racing codes, due to a |s9@)(iv)
likely decline in TAB revenue over the next three years: This is
likely to be mitigated somewhat by the wider Sports Recovery
Package, which took into account lower distributions to sport

codes
Seed capital for the racing industry-led programme to s9(2)(H(v) &
rationalise racing property i

TAB change programme costs sggo(\%\)
A\

Clarifying so@)fiv) and y\furtrﬁ/r nclé?ar but may
legislative amendments e et through

\Q}IA policy
D resourcing.

Wider policy issues

N
i n&fal and legislative support
term policy issues being

There is a risk the government c@e
ngi

measures to RITA and the racir ustry, withc t
addressed. These include: /- \\

The Treaé’u{y will continue to work with DIA on these issues and any future government
interventions that may be required. While our Economically Significant Firms team has
assisted DIA in developing the $50 million support package, their involvement will cease
once the support package is in place. DIA will therefore need to ensure it has the
appropriate commercial expertise engaged to support future work on RITA.

Michael Lonergan, Analyst, Justice, Security & Government Services, s9(2)(k)
Simon Duncan, Team Leader, Justice, Security & Government Services, s9(2)(k)
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* Te Tari Taiwhenua
. Internal Affairs

Priority: Urgent

Racing briefing

Hon Grant Robertson Rt Hon Winston Peters
Minister of Finance Minister for Racing

Date: 21 May 2020

Title: Racing Industry Support Package: Approval of Co ditionﬁ&ding
ONIRS;

On 11 May 2020, Cabinet agreed that a $50 million support page for ih, ra inndustry should

rnal Affairs will t to'the Minister of

Finance and Minister for Racing to seek approvalof any conditions qs@tg with the grant to RITA

and to any next steps. - \\ )

The key funding conditions under negotiatj @ITA inclu %H

e RITA must accept a Crown monitor'%

e RITA will only be able to access e<§0\ rant for. @purposes;

e RITA will be obligated to: J
o use the financial supp%ﬁrengthen it F@SLI\ .
o actin a financially responsible manner;— <
o take all necessar %n recove @ ID-19 and achieve sustainability;
o acceptany direéo/n\s from the Mi orRa
Schedule 1 tﬁéﬂécing Ac d

s9(2)(b)(ii) S! y i

Action sought Timeframe
By 26 May

cing in accordance with section 3 of Part 1 of

o

2020
\\J )
Contact for telepho i 4ssions (if required)

Name osition Direct phone line |After hours Suggested

) phone 1** contact
Raj Krish{n@\ “ General Manager Policy s9(2)(9)(ii) s9(2)(a) v
Murray Jshnsén Programme Policy Manager | s9(2)(9)(i) s9(2)(a)
Return to Jason Dowse, Level 9, 45 Pipitea Street
Cohesion reference FZVS55NRNZNU-1830033946-718

Ministerial database reference | RA202000113
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Purpose

1.

This paper recommends Ministers note the key conditions of funding under
negotiation with the Racing Industry Transition Agency (RITA). It seeks your agreement
that the Department of Internal Affairs (Department) finalise funding agreement
negotiations.

Cabinet has agreed that a support package should be provided to the racin

2

industry
. On 11 May 2020, Cabinet agreed to a package of initiat chargeé aggms the

CRRF [COVID-19 Response and Recovery Fund Founda al Package efé@ Jyowever

anding. Att \r?rneetlng,

approve jointly any changes to appropriatio s@ndcgpltal inje thh%
establishment of new appropriation wher essary to gl\/ ffe; t to the list of
initiatives for which financial recomme d ; %:apdmg Ministers
i blish the new
the following noting
recommendation:

note that the Department of
Minister for Racing to se

L CNN Y
Key funding condltlons ar er ne mirg:@‘mth RITA

3.

Treasury has been working to develop a

will only be able to access the Crown grant for permitted purposes and

II'have to validate each funding request with evidence and the Monitor will

\\ J:;é charged with verifying that each funding request is valid. The Department
will assess each funding request and release funds if it is satisfied conditions
have been met;

33 RITA will be obligated to:
3.3.1 use the financial support to strengthen its position;
3.3.2 act in a financially responsible manner;

333 take all necessary actions to recover from COVID-19 and achieve
sustainability; and

334 accept any directions from the Minister for Racing in accordance with
section 3 of Part 1 of Schedule 1AA of the Racing Act 2003.

SENSITIVE Page 2 of 4
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Further advice
6.
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3.4 s9(2)(H)(v)

s9(2)(b)(ii) ;

@@
@@@

The support package includes u to $Q -million for cqm/:mg)enues and this will be

released in part or in whole o{ﬂK fh e epr| éval of the Minister for Racing.
This contingency could be used *orfﬁrther suppo RITA or for other elements of
the racing industry such S/\\des

Y

The Department wﬂl;nf rm Mini @ nce negotlatlons have been concluded and the
first tranche of thg s%port pa kég\eﬁafht has been paid to RITA as well as report on
developm Hff'le Depar mq f(%v(eekly report to the Minister for Racing. The
Depart en Iso prowde jicé on what the next steps are to consider RITA’s
reca ion it to drive the sector’s recovery beyond July 2020.

partment h&&wnsulted with the Treasury on the development of this briefing.

' \
Recommendau@}\

8.

The D g?; of Internal Affairs recommends that the Minister for Racing and the
MIMSQ&G\ inance:

a)\ néte that on 11 May 2020, Cabinet [COVID-19 Response and Recovery
Fund Foundational Package refers] approved a package of initiatives to
be charged against the COVID-19 Response and Recovery Fund;

b)  note that Cabinet noted that the Department of Internal Affairs will
report to the Minister of Finance and Minister for Racing to seek
approval of any conditions associated with the grant to RITA and to any
next steps;

SENSITIVE Page 3 of 4
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c) agree subject to final negotiations, that the key funding No
conditions under negotiation with RITA should include that;
° RITA must accept a Crown monitor;

° RITA will only be able to access the Crown grant for
permitted purposes;

. RITA will be obligated to:

o use the financial support to strength
position;

act in a financially responsible

Racing in accordanc
of Schedule 1AA of t

_Yes) No

d) agree that the De ftmeﬁt;ﬁ/nalise
once negotiatio @/mncluded

_/” /4 -
Rt Hon Winston Peters Hon Grant Robertson
Minister for Racing Minister of Finance
/ / 2 /|, 6 2020

SENSITIVE Page 4 of 4
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