Reference: 20200389 TI-:EET?'IR%FITSNSQY

24 February 2021

Thank you for your Official Information Act request, received on 9 November 2020.
You requested the following:

1. Treasury Report T2020/819: Amended Letter of Expectations for Airways
Corporation of New Zealand Limited

2.Joint Report by the Treasury and Ministry of Transport T2020/827: COVID-19 -
impacts for Waka Kotahi NZ Transport Agency’s major contractors and supply
chain

3.Joint Report by the Treasury and Ministry of Transport T2020/553: Further advice
on implementation of the New Zealand Upgrade Programme

4. Treasury Report T2020/794: Timeframes for Reserve Bank Institutional Bill

5.Joint Report by the Treasury and Ministry of Health T2020/758: COVID-19 public
health response - additional funding required

6.Aide Memoire T2020/875: Commercial Rents

7.Treasury Report T2020/863: Radio New Zealand: Time-Limited Funding

8.Treasury Report T2020/911: All-of-government paper on Managed Economy

9.Treasury Report T2020/927: Alternative Economic Scenarios

10. Treasury Report T2020/836: Support for the media sector - Kordia transmission
pricing

11. Inland Revenue Report IR2020/203: Tax policy report: COVID-19 and the tax
treatment of redundancy payments

12. Treasury Report T2020/864: Wage Subsidy Scheme - next steps

13. Treasury Report T2020/998: Southern Response case timing

14. Aide Memoire T2020/883: Commercial Performance COVID-19 State of Play as
at 15 April 2020

15. Aide Memoire T2020/1012: Questions on Ex-Post Pandemic Insurance

16. Treasury Report T2020/1054: Delegation of Guarantee and Indemnity Requests
for the Ministry of Foreign Affairs and Trade

17. Aide Memoire T2020/1034: Weekly New Zealand Debt Management Update —
17 April

18. Reserve Bank of New Zealand Report 5496: Consultation regarding the
temporary removal of Loan-to-Value lending restrictions
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19. Treasury Report T2020/1047: Issues relating COVID-19 public health response

20. Joint Report by the Treasury and Ministry of Social Development T2020/1081:
Clarifying Eligibility of the Leave and Wage Subsidy Schemes

21. Treasury Report T2020/1127: Crown Infrastructure Partners Limited: amending
constitution and funding to support the Infrastructure Reference Group and
post-COVID-19 recovery

22. Treasury Report T2020/1063: Consumer credit support

23. Aide Memoire T2020/1236: Active Labour Market Policies

On 18 November 2020, the Treasury transferred Inland Revenue Report IR2020/203:
Tax policy report: COVID-19 and the tax treatment of redundancy payments to Inland
Revenue and Reserve Bank of New Zealand Report 5496: Consultation regarding the
temporary removal of Loan-to-Value lending restrictions to the Reserve Bank of New
Zealand.

On 7 December 2020, | wrote to you to extend the time limit for deciding on your
request by an additional 40 working days, due to the consultation necessary.

Information being released

Please find enclosed the following documents:

Item | Date Document Description Decision

1. | 1 Apr 2020 Treasury Report T2020/819: Amended Letter of Release in part
Expectations for Airways Corporation of New
Zealand Limited

2. | 1 Apr2020 Joint Report by the Treasury and Ministry of Release in part
Transport T2020/553: Further advice on
implementation of the New Zealand Upgrade
Programme

3. | 1 Apr2020 Treasury Report T2020/794: Timeframes for Release in part
Reserve Bank Institutional Bill

4. | 1 Apr2020 Joint Report by the Treasury and Ministry of Health | Release in part
T2020/758: COVID-19 public health response -
additional funding required

5. | 4 Apr 2020 Aide Memoire T2020/875: Commercial rents Release in part

6. | 6 Apr 2020 Treasury Report T2020/863: Radio New Zealand: Release in part
Time-Limited Funding

7. | 7 Apr 2020 Treasury Report T2020/911: All-of-government Release in part
paper on Managed Economy

8. | 8 Apr 2020 Treasury Report T2020/927: Alternative economic Release in part
scenarios

9. | 9Apr2020 Treasury Report T2020/864: Wage Subsidy Release in part
Scheme - next steps




10.

15 Apr 2020

Treasury Report T2020/998: Southern Response
case timing

Release in part

1.

15 Apr 2020

Aide Memoire T2020/883: Commercial performance
COVID-19 State of Play as at 15 April 2020

Release in part

12.

16 Apr 2020

Treasury Report T2020/1054: Delegation of
authority to provide guarantees and indemnities in
relation to COVID-19 repatriation flights

Release in part

13.

17 Apr 2020

Aide Memoire T2020/1034: Weekly New Zealand
Debt Management update — 17 April

Release in part

14.

17 Apr 2020

Treasury Report T2020/1047: Issues relating
COVID-19 public health response

Release in part

15.

20 Mar 2020

Joint Report by the Treasury and Ministry of Social
Development T2020/1081: Clarifying eligibility of
the COVID-19 Leave Payment Scheme and
COVID-19 Wage Subsidy

Release in full

16.

21 Apr 2020

Treasury Report T2020/1127: Crown Infrastructure
Partners Limited: amending constitution and
funding to support the Infrastructure Reference
Group and post-COVID-19 recovery

Release in part

17.

23 Apr 2020

Treasury Report T2020/1063: Consumer credit
support

Release in part

18.

30 Apr 2020

Aide Memoire T2020/1236: Active Labour Market
Policies

Release in part

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

section 6(a) — to protect the security or defence of New Zealand or the
international relations of the Government of New Zealand,

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,

section 9(2)(ba)(i) — to protect information which is subject to an obligation of

confidence or which any person has been or could be compelled to provide under

the authority of any enactment, where the making available of the information
would be likely to prejudice the supply of similar information, or information from
the same source, and it is in the public interest that such information should
continue to be supplied,

section 9(2)(d) — to avoid prejudice to the substantial economic interests of New

Zealand,

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




section 9(2)(g)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions,

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,

section 9(2)(i) — to enable the Crown to carry out commercial activities without
prejudice or disadvantage,

section 9(2)(j) — to enable the Crown to negotiate without prejudice or
disadvantage, and

section 9(2)(k) — to prevent the disclosure of information for improper gain or
improper advantage.

Direct dial phone numbers of officials have been redacted under section 9(2)(k) in
order to reduce the possibility of staff being exposed to phishing and other scams. This
is because information released under the OIA may end up in the public domain, for
example, on websites including Treasury’s website.

Information publicly available

The following information is also covered by your request and is publicly available on
the Treasury and Unite against COVID-19 websites:

Item | Date Document Description Website Address
19. | 1 Apr 2020 Attachment to Treasury Report https://www.treasury.govt.nz/site
T2020/819: Amended Letter of s/default/files/2020-09/loe-acnz-
Expectations for Airways covid14sep20 1.pdf
Corporation of New Zealand
Limited (item 1)
20. | 1 Apr 2020 Joint Report by the Treasury and Will be included in a forthcoming
Ministry of Transport T2020/827: release to be published on the
COVID-19 - impacts for Waka Treasury website.
Kotahi NZ Transport Agency’s
major contractors and supply chain
21. | 9 Apr 2020 Treasury Report T2020/836: https://covid19.govt.nz/assets/re
Support for the media sector - sources/proactive-release-2020-
Kordia transmission pricing june/BRIEFING-Support-for-the-
media-sector-Kordia-
transmission-pricing.pdf
22. | 16 Apr 2020 | Aide Memoire T2020/1012: Ex-Post | https://www.treasury.govt.nz/site
Pandemic Insurance (EPI) follow- s/default/files/2020-09/oia-
up 20200215.pdf

Accordingly, | have refused your request for the documents listed in the above table
under section 18(d) of the Official Information Act:




¢ the information requested is or will soon be publicly available.

Some relevant information has been removed from documents listed in the above table
and should continue to be withheld 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

Kosal Kong
Acting Manager, Ministerial Advisory
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TE TAI OHANGA
THE TREASURY

Amended Letter of Expectations for Airways C(ygation

4 P

Date: 1 April 2020 Report No: T2020/819

File Number: | SE-2-2-1 (l{e@}@}ée Planning a\\Wnormg)
Action sought Q —

Action sought w/f\\ Deadline
Minister_ for State Owned Note the con %Weport :/‘ None
Enterprises
(Rt Hon Winston Peters) &
Minister of Finance eﬁh} Assouat inister O%State Owned | 6 April 2020
(Hon Grant Robertson) EQ;{% s signs the ter of
Associate Minister of Finance @Qte \)the content%ﬁs\*}ﬁort None
(Hon David Parker) C N\
Associate Minister for Stqt/gy \ i ser att 6 April 2020
Owned Enterprises
(Hon Shane Jones)

Contact for te%e dISCUS% if required)

Position

Telephone

1st Contact

A%N,\@?rﬁmercial Performance s9(2)(k)

Shelle§\l-\<fdlgng§;worth

Mﬁ\@g\\kommercial Performance
(

v

NS
Minister's Office actions (if required)

Return the/SLg d feport to Treasury

Minister of Fin@

(¢
\

\

)
Associate Minjgtef for State Owned Enterprises:

Return the signed report to Treasury

Sign and send the amended Letter of Expectation to Airways’ Chair

Forward this report and the accompanying Letter of Expectations to the Minister of Transport

Note any feedback on
the quality of the report

Enclosure:

Yes (attached)

Treasury:4261110v1

COMMERCIAL-IN-CONFIDENCE
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COMMERCIAL-IN-CONFIDENCE

Treasury Report: Amended Letter of Expectations for Airways
Corporation of New Zealand Limited

Purpose of Report

1.  The purpose of this report is to seek your approval for an amended Letter of
Expectations for Airways Corporation of New Zealand Limited (Airways) to in
shareholding Ministers’ expectations of Airways in its new operating enwroﬁmént
amended letter follows the sharp deterioration in the con operating hgblry)nment
as a result of which shareholding Ministers agreed hscribe for ne in the
company on 27 March 2020. The funding is intendé;i%:gl gate liquidit \k<y\ (ii); s9(2)(i) & s9(2)()
issues Airways faces, so that it can continue to-provide air traffic services to
the airlines [T2020/744 refers].

Analysis

2. The Crown has taken steps to sup

o the suspension of fundin
next 12 months,

) providing Airwa itk |nanC|aI s Beg up to $70 million to help mitigate the
A0 & }\lrways faces, so that it can continue to

|rI|nes

3. In light of k:ha géd operating ¢ environment for Airways and the financial support
provide own, the Letter of Expectations expresses shareholding
Ministers ations that Airways

tits airl' Wers by not raising service fees for the next 12 months,

o) uce |ts |aVr|§k exposure s9) b)), s9(2)(i) and s9(2)())
) while maintaining the safety and efficiency of
Airways’ a@Ta ¢ services, and

"/
o tak essary steps to realign its business with prospective future customer
nd.

prowde{ aNrafﬁ;: services

4. The ¢ Cabinet Committee on COVID-19 Response (CVD) agreed on the COVID-
19”A\g§t| Relief Package comprising suspension of funding reviews for the next 12
rﬁ@th/s Hence, this Letter of Expectations is issued in respect of the upcoming 12
months — March 2020 to February 2021 (inclusive).

Risks

5.  Airlines are continuing to adjust their flight schedules and it is unclear how long air
travel will be negatively impacted. It is possible that Airways will require Government
support beyond the $70 million approved to date. However, as indicated in the draft
letter, the company should be expected to pursue all internal options available to it, as
well as other support available (such as the wage subsidy scheme), before seeking
further financial support from the Crown. If further support to Airways is required
because air traffic services revenue falls further, we could explore additional funding

T2020/819 Amended Letter of Expectations for Airways Corporation of New Zealand Limited Page 2
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COMMERCIAL-IN-CONFIDENCE
from the aviation relief package [CAB-20-MIN-0131 refers], or pursue other available
avenues.

6.  We will continue to liaise with Airways to monitor the risk of further air traffic volume
reductions to provide as much lead-time as possible for any further action the Crown
needs to take.

Recommended Action /&

\
We recommend that you: \
V /
a. agree that the Associate Minister for State Owned Enterprises signs the é\éched

Letter of Expectations

Agree/disagree.
Minister of Finance

b.  forward this report and the accompanyi
Transport % )

\
%J ) S\ \?
—~ _/ Agre\c isagree.
‘ Ci¢ ini
@/\, gft%ﬂées
///’\
aé)’\ \\\J/‘
O 7
/ —
\

Shelley Hol m@
Manager cial Perf

\V
/%
\\\\\ /
Rt Hon Wlnst Hon Grant Robertson

\S}ate Owned

ﬂ

ons to Minister of

@d
\

Minister f Owned Enterprises Minister of Finance

e

ﬁ

<

\
)

\_/

_/
Hon David Parker Hon Shane Jones
Associate Minister of Finance Associate Minister for State Owned
Enterprises
T2020/819 Amended Letter of Expectations for Airways Corporation of New Zealand Limited Page 3
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TE MANATU WAKA
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Egm. b

TE TAI OHANGA
THE TREASURY

Further advice on implementation of the New Zealand
Upgrade Programme

Reason for this
briefing

To provide you with an update on the imple
aspects of the New Zealand Upgrade Progra
on further decisions needed.

f the tr }6?‘%
ice

ZUP) incluc \

Action required

Agree to obtain a formal delegation f
transport aspects of the NZUP an
paper to give effect to this.

Q! ‘\
Agree to the proposed gover :
Kaikoura Rebuild Program

Agree to the proposed
stations.

inet for decisi
e(rect officials to

roach fo(

@1 to retam@nershlp of the Drury rall

aKlng on the
abinet

lop

7, similar to the

Deadline As soon as possible:
Reason for No immediate ac\q\s)gﬁe requw d E@zlsmns are needed to inform our
deadline next steps. /’*\

Contact for telephone dls/c1}<s\%>f/eqwﬁ>dg\\\

) Telephone First
Name Position contact
Helen White ég\zgefr] Investyfieqt Ministry of Transport | %@ v
Marcus Sin r Advisor, Investment, Ministry of
nsport
David Tay /Manage ~Na ional Infrastructure Unit, The
N Treasury ., —
Erana%ﬂé/ Se \Qrﬁyét National Infrastructure Unit, v
r@a
MINISTER’'S CO@
Date: 1 April 2020 Briefing number: | 0C200199
- T2020/553

D

Attentlon\ )

Hon Grant Robertson
(Minister of Finance)

Hon Phil Twyford (Minister
of Transport)

Security level:

In-confidence

Minister of Transport’s office actions

[ Noted
O Needs change

O withdrawn

O seen
O Rreferred to

[J Not seen by Minister

[ Approved

O overtaken by events
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Purpose of report

1.

Executive Summary

2.

In our previous advice (OC191303 and T2019/4158 refers), the Ministry of Transport (the
Ministry) and the Treasury undertook to provide the Minister of Finance and Minister of

Transport (Joint Ministers) with further advice on the implementation of the New Zealand
Upgrade Programme (NZUP). The purpose of this briefing is t

1.1. seek your in-principle approval to the decision maki s for the/NZUP

1.2. seek your approval for the Ministry and the Treasur roposed K&pg@achfér
. L2 7
governance, oversight and monitoring arrangements, of the NZUP \gh is similar to
what was undertaken for the Kaikoura Rebu

1.3. seek your approval for the Ministry a|
Crown to retain ownership of Drury rai

Since the NZUP was announced | \
significant impact on the economy,

can play an important part i Ne\vv

project estimates res
- ~\
In order to ensure We _can)continue

__/
gress the work on a timely basis and make agile
decisions on the tim éaﬁd procurem

nt of NZUP projects, we are seeking your agreement

As aresult Mm(sters need a higher level of certainty and assurance over the delivery
of the pro an would typically be the case for projects funded through the NLTF.
Based binet guidelines, Cabinet is required to sign off key NZUP project decisions,
sucH as iness cases, the procurement strategy and other milestones. We recommend

el%se ablnet approval to delegate decision making rights to Joint Ministers to strike a
between retaining Ministerial responsibility and direction, and the efficiency of
prOJect delivery.

The Transport Agency and KiwiRail are concerned that this will slow down the delivery of
NZUP projects. However, the Ministry and the Treasury consider it is important for Ministers
to retain decision making rights given the nature and size of the programme and the level of
risk that sits with the Crown if costs are over-run which we expect is likely.

We note that, for projects where business cases are complete or the risk of cost escalation is

low, the Joint Ministers could further delegate decision making to the respective transport
entity Boards.

Page 2 of 13
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11.

12.

13.

14.

15.

17.

18.

19.
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In line with Ministers’ signals for robust and integrated governance at a programme level, we
recommend a governance, assurance and monitoring approach similar to the Kaikoura
Rebuild Programme. This approach has been successful for that programme as it delivered
cost savings and identified efficiencies while avoiding unnecessary delays to the delivery of
the projects in the programme.

We are also identifying opportunities to leverage our proy ance gnd
accountability processes to provide similar assurance.on i ofects that
might arise as part of the COVID-19 recovery, su h@s thro C structure

We previously advised you we would investigat 'ns to retair Cr\/v ownershlp of the
Drury rail stations in the NZUP as the program was dev \eLomrhe basis that it
includes only capital expenditure. )

To do this, we recommend fundin

Q;ury il stations and transferring
ownership of the rail stations to A

ef construction is complete.

This will ensure network consmte%y/aﬁd integrati
owner, AT can more easil T(e future strat gtv decisions around land or stations from an
operator and network p %/ This Woul uiré KiwiRail to write down the station
assets on their balan en the traﬂs@t curs.

\\ )

to respond to COVID-19 impacts

a announc lanuary 2020, COVID-19 has had an unexpected and

5|gn|f|cant mpact’ o the econo will continue to do so for the near future. As the
NZUP v ally designed as a fiscal stimulus package, it is important to ensure that the
prog ellvered |n hat supports New Zealand’s economic recovery from
cO

S \V %

arly indications fr \'Pransport Agency and KiwiRail is that some work on the NZUP
projects can alrea%‘e (or continue) during the COVID-19 lockdown such as planning
and business yelopment This will help mitigate some of the delays the Alert Level 4
lockdown i cause to the NZUP.

e ncies have noted that there will still be delays to NZUP projects during this
peripd—a pects of NZUP projects cannot commence as soon as expected given the
Iock own on-essential services. There is also a risk that the capacity of the construction
sector g)y be constrained during and after the COVID-19 lockdown.

The agencies are reflecting these impacts in their Establishment Reports. Joint Ministers had
requested the Establishment Reports by 31 March 2020. This has been delayed by several
days to allow agencies to factor in any COVID-19 considerations on the delivery and cost of
NZUP projects. We will provide the Establishment Reports and accompanying advice as
soon as possible and keep you updated on progress through our weekly reports.

The nature of the NZUP differs from the usual land transport investment processes

20.

The funding for the NZUP is provided exclusively through the Crown who is entering into a
purchasing arrangement with the Transport Agency and KiwiRail to deliver the projects. This

Page 3 of 13



21.

NZUP projects currently require Cabinet approval for o

e{IVlmlsters to ta de i ns on the final
inding betyyee ferent portfolio
gth

arational funding

22. In November 2019, Cabinet authorised the Bud
details of the NZUP (that is, the allocation of Crown
areas), along with decisions on any associated
(CAB-MIN-0572 refers). The Budget Ministi
Crown funding for transport projects to

23. These delegations only relate to th
January 2020. Further Cabinet d
decision making on the NZUP ifiv
CO(19)(6) requirements will apply:-

24.
need to pro iness cases
approval befo vestment in the

B %

The Minist|

Minist sQ W%

25.

Item 2
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arrangement means that Ministers have a direct responsibility for overseeing the programme
on behalf of the Crown.

This is similar to the approach that is undertaken by KiwiRail for some rail projects however
contrasts with the typical process of funding land transport prOJects through the Na ional

Land Transport Fund (NLTF) where responsibility and accoun
projects for inclusion in the National Land Transport Progra

Agency Board.

mvestmen

decision mak B \/

isions for the pi
ired to detefmine the delegation of ongoing
llowing Cabinet Circular

ay be needed
\sr(y‘ls on the allocation of

cts announced on 29

e, the Transport Agency and KiwiRail currently
h the Ministry and the Treasury to Cabinet for
UP can be progressed and Crown funding released.

he Tre%\\gwfmmend Cabinet delegates NZUP decisions to the Joint

UP, with the advantages and disadvantages of each option.

The table belen es possible options for decision-making in relation to transport

Advantages

Disadvantages

Cabinet aII decision-
‘k{ng\ijn\‘a cordance with
abinet Circular CO(19)(6)

Cabinet retains full
responsibility for Crown
investments.

The Cabinet approval process
will create delays in project
delivery.

Cabinet delegates decisions to
the Joint Ministers, with the
option of potentially delegating
some decisions to the
Transport Agency and KiwiRalil
Boards

(The Ministry and the
Treasury's preferred option)

Ministerial oversight and
responsibility is retained and
Ministers have a more direct
ability to intervene in projects if
required.

This option provides a balance
between ensuring Ministers
retain some control and that
projects are delivering the
intended outcomes while
reducing some additional
approval processes.

The process may create delays
in project delivery, compared to
the usual NLTF approval
process.

Page 4 of 13
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Decisions are delegated to the | This would allow project This option does not support

Transport Agency and KiwiRail | delivery to progress in Ministers’ intention to have a

Boards accordance with the usual whole of programme approach
NLTF process. to monitoring the use of

funding, the delivery of projects
/yd the manageme?(éf risks.

scision m;klw
pach provudes a\ba ance

between retaining an appropriate level of Ministerial oversight'and the tim lydg ver of
isi [ sases would erec}ly with the

26. The Ministry and the Treasury recommend Cabinet delegate

27. ve effect to this.

28. The Joint Ministers could delegate further decis 0 the Tr st:ko?hgency and KiwiRalil
Boards where it is appropriate for indivi ) olveé Ministers retaining the
decision making on major contractual ion to procure, major cost

the agencies’ respective

Boards.
29. Officials will identify where furth @ ations c de to the respective transport
agency Boards if you agree Wn;h this-approach. f\a vice, we would ensure the

implications of holding pa | eC|S|on m k@g rs, and the costs and benefits of

holding those powers, Mlnlsteyrs
t \\\‘
//7 \\\ ) ,‘
We recommend a S|m|Iar\goxe\V ance ap h to the Kaikoura Rebuild Programme

30. Joint Mlnlsterh\a\@ \entclears"na% heir desire for a robust governance, monitoring

Previou
invest

h}gﬁ;ﬁence in providing assurance over the delivery of complex and large

31. The Ministry
jec e transport sector, often with multiple agencies with a delivery role.

32. The mostrecent example is the Kaikoura Rebuild Programme. These oversight
arrapgements enabled officials to identify the risks and issues, including cost savings, and
provi ed\ro st external assurance across the whole programme for Ministers in their

purcwlsq role. This has been an important element of the programme’s success.

33. Given the success of the approach taken with the Kaikoura Rebuild Programme, we
recommend Joint Ministers agree to a similar model for the NZUP, involving an Oversight
Steering Group, an external independent assurance advisor and Gateway reviews. Further
details on this approach are set out in Annex 1.

34. If Joint Ministers agree with this approach, we will provide you with draft letters to the
Transport Agency and KiwiRail Board Chairs. The letters will set out the Ministerial
expectations to the transport agencies on the proposed approach for governance, monitoring
and assurance of the NZUP.

35. There is also work that is currently being undertaken as part of the COVID-19 response
across other Government departments and agencies, such as the Crown Infrastructure

Page 5 of 13
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Partners process. If further transport projects are identified in this work, there may be an
opportunity to leverage the governance and accountability processes that are already being
set up for the NZUP. We will identify the relevant opportunities in our future advice.

monitoring arrangements

The Ministry has undertaken some preliminary planning to stand up governance, %@n and

undertak Soifne
arrangements that- Joint

36. In anticipation of final decisions by Joint Ministers, the Mini
preliminary planning to establish the governance and over
Ministers ultimately agree on. As you are aware, the Min as put forw. \d/ late bid for
Budget 2020 of $10.61 million for five years to secure additional res e to'put in place the

governance, oversight and monitoring arrange e@thls has now beer n proved by the
Minister of Finance. —/ / \ -

37. Subject to Ministerial direction on the govern rrangem érrgstabhshment team will
be formed within the Ministry to put in &\\Eih ' NZUP Ov roup, along with other
core processes required to provide integ dvice anc ort'to Ministers.

>

for governance of the NZUP

The transport agencies disagree wit %pr posed
and the proposed approach for deciS| 1 making in |

isters a potential approach to the delivery of
amme. These arrangements are similar to
uld us ln the delivery governance of their individual

38. The Transport Agency r
governance, oversigh
what the transport
projects.

39. Officials consid Njaatyms approach-do ot provide a sufficient level of assurance to Joint

Ministers b %
39.1. take a ogramme perspective across the agencies

%Igole of
tes conft(sl%ng e roles and responsibilities within the system, between
er and w)ﬁg@ncy

|t does th enab the Ministry or the Treasury to provide an independent level of

assu ovthhe delivery of the NZUP.
40. The age Iso advise that if key decisions such as procurement, contract award or

busine proval are taken by Joint Ministers rather than the agency Boards, it could
add,slx S (or more) to project timeframes. They have advised that this is due to the
proje \ha ing a large number of milestones. The agencies consider that seeking Joint

Mini rs/deC|S|ons after their Boards have already approved the projects and their business
cases will add significant time to achieving project milestones.

41. The Ministry and the Treasury disagrees with this assessment. We are concerned that the
agencies have misunderstood what is proposed as many of these decisions would still be
retained by the agencies if a delegation is made. However, similar to the Kaikoura Rebuild
Programme, there would be a level of oversight on whether these decisions are robust.
Officials’ also note that both the Transport Agency and KiwiRail were complementary of the
Oversight Group arrangement when it was undertaken for the Kaikdura Rebuild programme.

42. Any delay to NZUP projects will depend on the level of delegation that Joint Ministers agree

to provide to the Transport Agency and KiwiRail Boards. In making recommendations to
Ministers, we would ensure the implications of holding particular decision making powers,

Page 6 of 13
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and the costs and benefits of holding those powers, are clear to Ministers. We would also
ensure that Joint Ministers maintain control and oversight where it is required without
unnecessarily delaying the project delivery.

ownership to Auckland Transport

We recommend KiwiRail be funded to build the Drury rail stations“and then transfg&

43. The NZUP was developed on the basis that it includes o expend\i\tu‘z é\lj}ﬁvever,
any Crown contributions to Auckland Transport’s investme the Drury%t \t\ier{s, which
is the conventional approach to building rail stations land, would constitute operating

expenditure for the purposes of Crown appropriati

44, The rail stations are a critical component of t its construction
will provide a significant opportunity for urb i area.

45, The project consists of two new station a@;ﬁr entral \\"V</est and includes new
platforms, park and ride facilities and railinterchal e estimated cost of the two
rail stations is $247 million howeverthe funding is currently not appropriated and the cost
and scope of the stations may be tefined-in hq% stablishment Reports.

46. In the letters to the Transport Age cy ,afnd KiwiRailC in January 2020, the Joint

Ministers directed both parties to work with t <gmn and the Treasury to finalise the
delivery mechanism for rail stations, and.to identify options to progress the projects
s \\
( ‘/ \ \

as capital expenditur
oy

- )

(SN N
AT could be funded dirgctljb)ﬁfbé Crown own and operate the stations via an operating
appropriation N\ /

47. The conve proach fow% rail stations in Auckland is for Auckland Transport
il stations. This is because it provides favourable

(AT) to build, ate and own the
outc %
{

1 ork consi t‘é&y\é\hd integration — AT is the Auckland passenger rail operator and
< —_the owner of, \a/bther stations in the Auckland metropolitan area

A

f\ @ < \

47.2. long- mégmives and efficient decision making — AT retaining ownership of the

stati s the financial and operating incentives for the assets and enables
decision making on future work that may be needed for the stations.

48. Officials’ er this approach as it would achieve the best operating outcomes for the
de\)gf\qp\ment of the Drury area over the longer term.
_/
49, However, we note that this would involve the Crown directly funding AT through an operating
appropriation to build and assume operation of the Drury rail stations. If Joint Ministers do
not want to pursue this option, the next best alternative is discussed below.

If Joint Ministers prefer not to directly fund AT, we recommend KiwiRail be funded to build the
stations and for the ownership to be transferred to AT after construction is complete
50. Both agencies consider that it will be critical to involve AT in the planning and build process

given their significant role in operating the network in Auckland. Officials also note that the
Transport Agency have an ongoing role in supporting decisions in the planning, procurement

Page 7 of 13
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and construction of the stations as part of their Supporting Growth Alliance with AT.* This
could be achieved through:

Option

Description

Ministry and Treasury advice

The Crown directly funds
AT to build, own and
operate the stations via
an operating
appropriation

(Officials’ preferred
option)

AT is funded directly by the
Crown to build, own and
operate the stations.

This provides the best operating outcomes for
the development of the Drury area over the

The Crown funds
KiwiRail to build the
stations and KiwiRail
transfers it to AT after
construction is complete

(Officials’ second
preferred option)

KiwiRail owns the stations
during construction and th
transfers ownership of t
(where appropriate) an
stations to AT after
construction is compl
no cost.?

8k

teg atlo outcome for

wnership of/sfatl owner, AT can more

asily make $tr§to ic\decisions around land or
ﬁe/vator and network

stations fr
viewpoi
This y d.require KiwiRail to write down the

s,on their balance sheet when the
s§ occurs. The accounting impacts on the
Kéﬂe/descnbed in paragraph 47.

éo istency and i

The Crown funds
KiwiRail to build the
stations and KiwiRail
leases the stations to AT
after construction is / >
complete.

(KiwiRail's prefenét&/

option)

m

This ownership outcome is different from the
twork arrangements where stations are

. /owned and operated by AT. Fragmented

ownership across the network will be sub-
optimal.

Even though AT will be best placed to make
decisions from an operator and network
viewpoint, any future decisions on land and
stations would require KiwiRail decisions and
agreement as owner.

The Crown

ds’the

\ag%edjater o,
(the Transport \NQVS/‘

preferred opti —

e

N\

( \

NS

The Tranép%?:?Ngency is

di ctIy funded to build the

However the roles,

bilities and funding
Eryaﬁg ments for the
‘\cg(;/struction phase of the

sp& ject under this arrangement

ould remain unclear and

would be decided later.

Officials do not agree with this approach
because:

e given the scale of the project, it is critical
to ensure that there is a single agency
that is responsible and accountable for
the delivery of the project from the start
of the process

¢ KiwiRail are better placed for this role as
it can ensure that there is an alignment
of design, construction and cost
management with AT

e the Supporting Growth Alliance is more
critical for achieving expected outcomes
for the project (rather than the Transport
Agency itself) as the location of the
stations will need to be integrated with
existing plans to develop the Drury area.

If Ministers are not willing to consider funding AT directly, we recommend that KiwiRail
initially own the stations and to then transfer the ownership to AT after construction is

r the next 30 years.

Page 8 of 13

! The Supporting Growth Alliance is a collaboration between the Transport Agency and AT to investigate and plan the transport network
and support Auckland’s urban growth ove
2 Officials have assumed that KiwiRail selling the stations to AT is not an option under the direction of the NZUP package and is unlikely
to be accepted by AT



Item 2
Page 12 of 175

complete. This would be consistent with the existing operating model for the Auckland rail
network.

52. Officials note that KiwiRail prefers to retain ownership of the rail stations as the transfer of
the stations to AT would involve an asset write down. The Ministry and the Treasury note
that since KiwiRail is a State Owned Entity, Ministers cannot vnershi
outcome for the stations. This means that the transfer of the
included as a condition for receiving the Crown funding.

53. If Ministers agree with this approach, officials will draf et om the M@a er Of ’Izransport
to the Transport Agency and KiwiRail Boards settlng |ster|al expect s'on the
ownership outcomes for the project.

Summary of Appropriation and fiscal impacts of op \\\

54. The table below summarises the impac balance before gains and

nd the stations under each of

losses (OBEGAL) and the type of app i
the ownership outcomes:

}'W'Ra.”f '€ KiwiRail funded Transport
Direct d AT to build then Agency funded
leased to AT to plan
o J ,‘
/ - \ _Decrease
OBEGAL impac(t\ \—/\ )
of ownership B/ecrease involves a None None
outcome / _KiwiRail asset
write-down)
Q\ Capital Capital Capital
%)Q%?ﬂ/ e expenditure expenditure expenditure
B8
—/

Page 9 of 13
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Next steps

55.

56.

57.

58.

59.

60.

If you agree to the proposed approach for governance, monitoring and assurance of the
NZUP, the Ministry and the Treasury will continue to work together with the Transport
Agency and KiwiRail to progress next steps, which are to:

55.1. implement the proposed governance and monitoring

@ with the/é%s
i N

[ \
55.2. secure the required resources to establish the Nz rsight Gr up\aMt/o set up
the governance, monitoring and assurance approact the prog n\@e/f

‘ ard‘%at set out the
Ministerial expectations to the transport agenci s@n\‘%hgproposed pproach for governance,

monitoring and assurance of the NZUP. q O\
LN
decision ma

N D)
If you agree to the recommended approach fo ! \\A[gwnl prepare a draft
paper that requests Cabinet to delega %@ecision righ ‘n he transport projects in the

NZUP to the Joint Ministers.
The Transport Agency and KiwiRai lue to provi W Aith Establishment Reports on

31 March 2020 to describe ho ~will deliver A ive projects they are responsible
for in the NZUP. These reports wil now be del yed by veral days to provide information of
the impact of COVID-19

;@egt cost and e@ver\/ nelines.

ry will provide/,\thé\\\\l\ int Ministers with further advice on whether
e Transport Agency and KiwiRail Boards for
tablishment Reports are received.

The Ministry and the
further delegations shou
individual projects in;be«N

2 =)

If you agree o the\?e ommendation for KiwiRail to be funded to deliver the Drury stations
and to the r he statior% officials will:
60.1. work together with'the Transport Agency and KiwiRail to reflect this in the

hment E&p
\% ~

% ﬂlinister of Transport to the Transport Agency and KiwiRalil
inisterial expectations and ownership outcomes for the stations.

Page 10 of 13



Recommendations

61.

The recommendations are that you:

Decision making arrangements in the programme

(a)

(b)

(©

(d)

note that the investment decisions for projects in the N nd Upgr
Programme (NZUP) requires Cabinet approval under ing

arrangements
note that officials will provide further advice w@h r delegat|o<§\f
| Boar

be made to the Transport Agency and KiwiR
projects

note that Ministers have dire
assurance is required overthe

package \\ — ~ Ny
O
agree to progres i try and Tre u sf)roposed governance,

monitoring and

pproach( f@

, \0 prépare draft letters to the Chairs of
Boards that sets out the Ministerial

Page 11 of 13
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Yes/No

Yes/No

Yes/No
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(h) note that if the Minister of Finance and the Minister of Transport do not want
to directly fund Auckland Transport, the next best alternative is for KiwiRail to
be funded for, and be responsible for delivering the Drury stations

iwiRail will either;
ions to 4 Eﬁes/No
oy

0] agree that as a condition of delivering the Drury stations,

i. lease the operation and maintenance of the Drury

Auckland Transport after construction is complet (A
)
OR S—
NP
ii. transfer the ownership of the Drury rail stations to/Auckland-Transport Yes/No

after construction is complete

sport Agency and KiwiRail

and Clw 9‘rship
RAN

® note officials will prepare draft letters
Boards that set out the Ministerial exp¢
outcomes for the Drury rail statio Q\

avid Taylor

~_ ~
N) L
Helen White A ( N
Manager, Investment /C}\ i ?\\j’/’ Manager, National Infrastructure Unit

Ministry of Transpor}\ \//\ The Treasury

MINISTERS’ SIG

Hon Phil Twyford

N> Hon Grant Robertson
Minister of Tran N Minister of Finance
DATE: DATE:
N

Page 12 of 13



Annex One: Recommended governance, oversight and monitoring approach

A NZUP Oversight
Steering Group

Ministry and Treasury advice

The purpose of the Oversight Group is to provide general assurance and
would:
[ ]

ensure projects and the programme i
outcomes the Joint Ministers are s

commission any external assurance th

concerns arise

receive any notlflcations concerns or

Item 2
Page 16 of 175

e HbyYhe Ministry, and i 'Tude the Treasury
iwiRail rep tives, and an external
nd i investment exﬁ)enenc e Would commumte

with officials from the
the programme. It i
an external expert wi

management xper\ence

The Over i up would have't hility to seek more assurance, advise
Joint Minister. isks and corkém nd provide advice on approval and
the re/fea&e ff ding

The ove(rsght Group. Wo\ tify projects that are of high risk or of interest

d, tailor a more targeted level of oversight and
jects

>oih@\] int Minister
%&Oce for these

Appointment o
external
independen

e adh

role of the external advisor is to report to the Oversight Group. The focus
this role\i'rectly manage projects but to provide advice on general

risk, ass raﬁé and delivery issues in order to support the governance
conver tTQ /0n7both the portfolio (i.e. all projects) and specific high risk
project projects of high interest that have been identified by the NZUP

Group.

A requirement to
ensure Gateway i

nggeéts will need to go through a Risk Profile Assessment that will

termine what projects need to be Gateway reviewed. Gateway would also
applied to the overall programme and the Ministry’s role in the programme
a whole

We consider the benefits of the proposed approach are that it:

provides a single, external and integrated view of progress and risks across the delivery of the
programme, including over the governance and assurance arrangements the transport agencies
already have in place

supports the effective co-ordination of agencies involved in the delivery of the programme

enables the Ministry, with the support of external experts, to provide independent advice on the
delivery of the NZUP as a whole

enables the Ministry, with support from the Treasury, to perform our assurance and oversight
role without duplicating the delivery role or governance arrangements of the transport agencies.

Page 13 of 13
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IN-CONFIDENCE

TE TAI OHANGA
THE TREASURY

Treasury Report: Timeframes for Reserve Bank@\%@nal BM}&

ANS)
N

Date: 2 April 2020 Report}&O\ %2020/794

File % 7 | MC-1-7- \; ;'(rlngtitutional
Array{geﬁq

- N/
OMIAN

~—
Act}q \Y J Deadline

Action sought

Hon Grant Robertson Indba@p} erred opti 9 April 2020
Minister of Finance ressing work
% Insmunonal{i@ =

Contact for telephoﬁpg%ssmn@’%un{ad)

Name P ?tgor? \VX\@,,\ Telephone 1st Contact
Felicity Barker ipal Advisor 9@k $9(2)(9)(ii) 4
James Hau N%Ctlng Man%g\gw I —
Reserv
"\\J Rewg&%
— ? / W

Minister’s Offigeﬁah;ug‘ds (if required)

Return the &g@@to Treasury.

\5/

Note any
feedback on
the quality of
the report

Enclosure: No

Treasury:4260376v1 IN-CONFIDENCE
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IN-CONFIDENCE

Treasury Report: Timeframes for Reserve Bank Institutional Bill

Recommended Action

We recommend that you either:
a agree to Option 1: a first reading of the Reserve Bank Institu 'efore 6 ﬁa&

2020, requiring introduction of the Bill by 18 June

N3
\/
or % >
b agree to Option 2: an introduction of the Reserv ank Institutional Bill"before 6 August

2020 (recommended)

,/ /

N D

James Haughton
Acting Manager

T2020/794 Timeframes for Reserve Bank Institutional Bill Page 2

IN-CONFIDENCE
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IN-CONFIDENCE

Treasury Report: Timeframes for Reserve Bank Institutional Bill

Purpose of Report

1. The purpose of this report is to clarify the timeframes for the Res
(Institutional Bill). You have previously agreed that work on this Bi
timeframes, including a first reading in June or July.

Bank of New Z%ill
ue on cqﬁgnt@

2. Given ongoing uncertainty about the availability of House and Cabinet time du }@th\\é]COVID
response, there are two possible approaches. The work can-proceed on the basii;ﬁat the Bill
will receive its first reading before the election. Alt h@ﬁvely, the Bill could-be introduced before
the election, and first read after a new Parliame 's(eb[‘lfsﬁ}uted following the general election.

N
( ( \\

— )
Option 1: a first reading before the e@@;ﬁ&‘ \/

@ﬁng that thé‘\me its first reading on 30 June

3. You wrote to the Leader of the Ho r
or 1 July. The Leader of the Ho % ing that introduction prior to 18
June 2020 would maximise the ces) eivi igg?irst reading, as this would leave
more options for House time. The Ay st, and Parliament will be dissolved
on 12 August. \\ N

ces) of the Bill
use will rise

4, Introduction of the Bill by}
June, for approva binet meeting' I\@)que. Under the usual process, this requires the
Bill to go to the Calbi ittee orl 26 May. Officials and the Parliamentary
Counsel Office a\(e\prfs)emly worki timetable and illustrative dates are set out in the

table below, < . -~
aple below \\\/ 7

26 May Cabinet LEG Committee
3 June. Cabinet DEV Committee (alternative)
150ne ~|.Cabinet meeting
~18.June” "} Billis introduced
23-25June First reading and referral to Select Committee
30 June, 1,2 July’ Alternative first reading dates
6August . ) | | House rises
5. However,meeting this timeframe would be challenging under normal circumstances, but more

so in the current environment given the priority of the COVID response and competing

p(es ﬁre 5.0n resources. Meeting this timeframe reduces the time available to undertake quality
a\séuésg%ée processes. Depending on progress and the operation of Cabinet committees due to
the~COVID response, it may be necessary for the Bill to go to an alternative Cabinet committee,
or straight to Cabinet. Successfully introducing the Bill would require Cabinet committee
decisions at the right time, with no tolerance for delay.

6. Given the current pressures, we think consideration should be given to an alternative timetable
which would still see introduction before the election.

Option 2: an introduction before the election

7. Under this option, officials would work to have the Bill ready to be introduced before the House
rises on 6 August, but it would not receive its first reading. Introducing a Bill requires minimal
House time. The Bill would not be referred to Select Committee until a new Parliament is

constituted, which means submissions would not be received throughout this period. This may
T2020/794 Timeframes for Reserve Bank Institutional Bill Page 3

IN-CONFIDENCE
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result in some marginal delay to the date of enactment, although this is not likely to be
significant. Enactment in 2021 would still be likely.

8. This approach has the advantages that it would allow for more time to draft the Bill, reducing
pressure on Treasury’s legal resources and ensuring a robust quality assurance processes; and
it does not require House time or meeting specific Cabinet dates. It does require LEG and
Cabinet time in July. A table with illustrative dates is below. We consider that this option would

be achievable in the context of the Government’s COVID response:
@ = >§>

June 30 Cabinet LEG Committee

July 6 Cabinet meeting SO

July 6-17 Parliament is in recess J

July 21 Bill is introduced

6 August House rises A~ )
Recommendation — )

9. The Treasury recommends Option 2, O
adjournment of Parliament. It will
the Bill, and will allow for full qualit
urgent work for resources and i

) )
i\Q{still achi \Q%ispite the current

e nly & marginal ff%rgﬂc o the final date of passage of
0'be-taken while not competing with

T2020/794 Timeframes for Reserve Bank Institutional Bill Page 4

IN-CONFIDENCE
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BUDGET-SENSITIVE

MINISTRY OF
HEALTH

TE TAl OHANGA MANATU HAUORA

THE TREASURY
% \\/
Joint Report: COVID-19 public health r% — additional fundlng

required

7 - \

R [GS
,,Wpoﬂ No: A@(@f%es

F«'{e,ﬁlmber: \S@\-(-G-LB (Coronavirus COVID19)
® ) N

. - —/ AN

Action sought ) RN
) N7
@t}o ught ‘/{ﬁ N Deadline

Minister of Finance ,/&1%\%/9/{% contents \bg\ﬂorisjeport. As soon as possible.
(Hon Grant Robertson) \ ‘Agree to see binet approval to
Minister of Health w\\ crease y 9 public health

(Hon David Clark) response.c mk ency by $700 million.

Contactfé)%le@wone qls n (if required)

Name </, Poy@u\ ~ Telephone 1st Contact
Niki Lom\as@ Sembrma Health, | S7@® 9@ v
“TQQ regsury
Jess Hewat \sb(g Manager,
ealth, The Treasury
Fergus Welsh" %hief Financial Officer,
4 Ministry of Health

f/ | \
>

Minister’s Office actions (if required)

’ Return the signed report to Treasury.

Note any
feedback on
the quality of
the report

Enclosure: Yes (Annex 1 - COVID-19 Public Health Response Tagged Contingency — Calls on the
contingency as at 1 April 2020)

Treasury:4258517v5 BUDGET-SENSITIVE
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BUDGET-SENSITIVE

Joint Report: COVID-19 public health response — additional
funding required

Executive Summary

On 16 March Cabinet established a $500 million tagged contingengy to provide for
[ 7 -20- MIWOT1O
public health response, and that additional funding may b : . XV

\/
This significant uncertainty persists, and in this context, our ary focus.is to “‘e\lﬁure that
funding is not a constraint in the response and that system has assur: that it will have
access to the resources it needs. N\
To date, $275.2 million has been drawn dow fr contmg ea ing $224.8 million
remaining. This is insufficient to provide fort  total likely co publlc health
response. The Ministry of Health is aware o st anoth illion that will be likely
sought in the coming weeks — for personal p rotective equ{pment PE) and to provide
financial support to a range of health viders (i uﬁ}}g rivate providers, non-
government organisations and ch n addition pecting further funding will be

reqwred for DHBs, addltlonal PPE an teétlng Su e health and disability system

there rerﬁa' 1S i |f|cant uncertainty about the likely total
cost of the response. T/akm ese co f&agbount we estimate that an additional $700
million will Ilker be sougﬁ}bé re 30 Ju 20—= this would bring the total cost of the

. ion. This is consistent with the Treasury’s cost

broade onal fund for he\\QO D-19 response. Both options are practical, but increasing
ave some communications advantages.

either add this O’million to the existing COVID-19 public health contingency, or could
choose to‘exhaust the ex%s’ﬂng gency and charge requests as they arise against the

Under either opti t\ freasury and the Ministry of Health will work to develop a monitoring
framework for %&ndspent on the COVID-19 public health response, to provide
fi

assurance th ing is being spent and having the intended impact. We recognise this
framewor ed to find the appropriate balance between ensuring Ministers have
suff|C|ent ar over-sight of how this spending is used without creating additional reporting
burdens&)n\ ector in the current context.

NS,

T2020/758 COVID-19 public health response — additional funding required Page 2

BUDGET-SENSITIVE
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Recommended Action

We recommend that you:

a note that on 16 March a $500 million tagged contingency was established to provide
for the immediate costs required for the COVID-19 public health response, and that to
date $275.2 million has been drawn down from this contingency leaving $224.8 million
remaining &

o
b note that further calls on this contingency totalling $4 are expe{é\d over the

next few weeks D/
$S
c note that one of these requests seeking $15.0 million mun'\tf

pharmacies is particularly urgent and cannot %ﬁg\r\Cabinet consid

d agree to provide this funding to pharmacies no ough em{\mg& aselines in the
Public Health Service Purchasing appropriation a Eat}i‘net agreement to
draw down on the contingency to co incr %%a’ppropriation to ensure
there is sufficient funding available | ic health response
measures

> >
Agree/disagree ‘ Agr isagree
Minister of Finance of Health

N
e agree to reprioritis illion acro{s— 01! to 2021/22 from Budget 2019 Mental

Wellbeing packagg}ﬂ in fund'%yc\he ‘/OVID-19 psychosocial response
(& N\

N )
Agree/disagrée -/
Minister of Finance ~

Agree/disagree
Minister of Health

( <\
D)
a %bm/et approval to allocate $700 million from the notional fund for the
% 9 response and increase the COVID-19 public health response

ngency (The Treasury and Ministry of Health recommended option)
/~ Agree/disagree Agree/disagree

\\Mnister of Finance Minister of Health

7
‘\

OR

b. allow the COVID-19 public health contingency to be fully exhausted and
manage all future funding requests for the public health response centrally
through the notional fund for the COVID-19 response

Agree/disagree Agree/disagree
Minister of Finance Minister of Health
T2020/758 COVID-19 public health response — additional funding required Page 3
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h agree that officials should prepare a Cabinet paper based on the recommendations in
this report for the CVD Cabinet Committee on Tuesday 7 April, and

Agree/disagree Agree/disagree
Minister of Finance Minister of Health

Ministers with a framework for monitoring the funding spe C t this cqﬁtm ncy,
providing assurance that the funding is being spent and h g the mtendek@mpjct

N >

Agree/disagree
Minister of Finance

—~ ~
% ) AN
Jess Hewat { ) Fergus Welsh
Acting Manager, Heaf(cham %/ Chief Financial Officer

The Treasury / . /\‘ ) Ministry of Health

@

tson Hon Dr David Clark

ance %\5 Minister of Health

T2020/758 COVID-19 public health response — additional funding required Page 4
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BUDGET-SENSITIVE

Joint Report: COVID-19 public health response — additional
funding required

Purpose of Report

ated to datem

ri)he

1.  This paper provides an update on the funding that has been-allo

recommend increasing this contingency by $700 mllllon Subject toyour agreement,
officials will prepare a paper for the Minister ﬁnanpe and the Minister of Health to

take to Cabinet. @ / "‘\ \
,/‘/,‘
\ .

COVID-19 public health response - ed contln

2. On 16 March Cabinet establi O million‘taggedcontingency to provide for the
immediate costs required for VID-19 p @response [CAB-20-MIN-0110
refers]. The COVID-19 'ms r|al roup w legated authority to draw down the
tagged contingency. C \t lso noted { e<sngmﬂ nt uncertainty about what would be
required for the publi sponse/an -additional funding may be needed.

3.  To date, $275. Zhiﬂh s been w}dpwn from this contingency, leaving
$224.8 million rem m,ng A co nsive list of measures that this funding is
provided in A(Q ex-1. In summan

a $ \t{én was dr immediately to provide for number of different
ub th response measures;

down for the COVID-19 Maori Response Package;
'. 4.0 mﬂhWrafwn down for the COVID-19 Pacific Response Package';
i

- he $275 2\\ illion that has been appropriated approximately $171.2 million has
either bee M)ed or paid out (refer Annex 1). Decisions are being made each day
which wij mitments against this funding continue to increase.

5. The i f Health has revised some of the original cost estimates of the response
meas: agreed in the 16 March Cabinet paper as we have received better
mform\a , the approach has been agreed, or the approach has changed due to the
dWe\\s@ﬁ to move to Level 4.

1 The Maori and Pacific health response packages also included funding that was reprioritised.

T2020/758 COVID-19 public health response — additional funding required Page 5
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BUDGET-SENSITIVE

Additional funding required

Cost of the public health response

6. We are aware of a number of likely upcoming calls on the existing contingency. Further
information on these calls is provided in paragraph 11 below. Given the rapidly evolving

situation, there remains significant uncertainty about the likely total cost of the
response but we estimate that an additional $700 million wi ly be sought %ﬁo
June 2020 - this would bring the total cost of the COVID health respons
1.2 billion. LU
® ~ )
7. This aligns with cost modelling that has been und% \éywas
estimated that the cost of the public health response o is Iikel\)gto be

between $1.2—2.0 billion.

Managing cost uncertainty

N .
y.focus at'this stage is to
1 that' the system has

As such, the proposals for
dinarily provided to new
sfble, we will work to ensure
osts outlined in the Cabinet

8.  Inthe context of this considerable un 'éirk r prima
ensure that funding is not a constraint.in-the response

additional funding have not recei
spending. This is appropriate
there is consistency in the ap
paper.

g d contingency we recommend that
of Health de@{‘ a monitoring framework across the

to track progress on the initiatives that have

ork would need to find the appropriate balance

9. In order to improve i
the Treasury and t

) o risks thber of proposals outlined below may directly overlap
er-broader p/()l%y\r ponses that have been deployed as a result of COVID-19.
ar there ha been a number of calls from health and disability service
oviders (acrpss -government organisation, charity and private sectors)
king urgent @aﬁp al support. Policy work is underway at the Ministry to ensure the
approach \ese requests is consistent and does not duplicate assistance provided
by the G t through the wage subsidy scheme. The costs provided in

[

(NN

Upcon‘ri\ /gélls on the tagged contingency

11. The Ministry of Health is aware of the following likely upcoming calls on the
contingency. Combined, the estimated combined total of this requests is $487.9 million,
which significantly exceeds the funding available in the tagged contingency:

a $200 million — Personal protective equipment (PPE): purchase of personal
protective equipment (PPE) for frontline health care workforce and essential
services workforce (the Ministry of Health will coordinate with the National Crisis
Management Centre (NCMC) on PPE requirements — it is likely that more than
$200 million will be required);

T2020/758 COVID-19 public health response — additional funding required Page 6
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b $45 million — Public Health Organisations (PHOs): funding for DHBs to
distribute to general practices via PHOs to support capacity and capability in all
general practices (including for virtual consultations) to respond to COVID-19
(note that, in addition the Ministry is considering a bridging finance scheme for
general practices that would make approximately $120 million available for loans
to general practices suffering low cash flow — further policy work is required to

understand the scope and criteria for support);
C $28 million — Private hospitals: to compensate pri itals for/us%u
capacity and offset loss of revenue from deferre are up to 30'June

2020; \§ ,/

d $97.5 million — Disability support sewice@wde up to sig\iﬁgﬂ\@ of
backfill for disability support services workfarce and addition pport for carers
looking after family members; )

e $63.6 million — Aged Residential Ca iders: toé@}a‘\or‘t roviders

maintaining ARC facilities free of CO!' and al ﬁgﬂ{}o provide hospital
level care to new residents, freéi g@)\b dsinD itals;

f $3.8 million — Maternity: to pr I'tocum support for midwives
who require sick leave o% ,/and additional support for
the New Zealand Colle@e\q} i

I idwives through the pandemic;
g  $19 million - Hospices: toprovide@'\ upport to hospices up to 30 June
N

( VD
cies: for a one-off payment to all contracted
e used to meet any COVID-19 related costs;

h  $15 millioh=Community
comml%niiytpbé?yﬁacies th

i $16 .hV —7Ambul i V?to,,, ompensate ambulance service providers for
fo enue fro ed fundraising and to support backfilling of staff up
3 2020;
aware gfawgr of other areas where calls on the contingency are
ke -

where e\aﬁ/l Ss certain about what funding will be required or when this

fi
@e will be co
a Additisngl/\f;ufl//c\fling for DHB hospitals (refer paragraphs17-24 below);

Vnding for COVID-19 testing and laboratory services (costs are highly
ent on the success of Level 4 containment measures);

T itional funding to support the health and disability system workforce (advice
‘3 /\\p‘ ptions for supporting the workforce will be provided to Ministers over the
\\j;éming week — the cost of options such as extending access to wage subsidies
to the health workforce could, depending on the options chosen, be in the order
of hundreds of millions);

d Additional funding for PHARMAC to manage increased prices and supply chain
disruption for medicines; and,

e Additional funding for areas such as a National Clinical Coordination Centre, if
required, for central tasking and coordination for areas such as air ambulance
services.

T2020/758 COVID-19 public health response — additional funding required Page 7
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L <
R 2
Reprioritisation within Vote Health & gv/,
14.  The 16 March Cabinet paper allocated $15.0 million for the psych ial
— n/ )

15.

16.

District Heal

18.

19.

‘consistently with
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Ministers should note that of these items listed in paragraph 11, the support for
community pharmacies is particularly urgent and cannot wait for Cabinet consideration.
Funding is required to meet immediate needs of the pharmacy community who are
managing unprecedented contacts from communities which require additional
measures such as security. As there is sufficient funding available in the Public Health
Service Purchasing appropriation to provide $15.0 million to pharmacies we
recommend you agree to provide this funding to pharmacies now and then see

Cabinet agreement to draw down on the contingency to co surately increase the
appropriation to ensure there is sufficient funding availa /20 for other COVID-
19 public health response measures. ([ C ¢

)
The Ministry of Health is recommen jofitising $24.8 ion over the next three
years ($12.563 million in 2019/20; $8. n 2020/21,/and.$3:500 m in 2021/22 only)
from the funding provided in the Budget 2019 mental wellbeing package to focus
specifically on the COVID-19 % ial resp e. This'would still allow $332.8
million across the 3 years to%ls ent the Budge mental wellbeing initiatives.

The COVID-19 psychosocial re orise will be to complement this Budget

i AN )
2019 investment. Q{ =

Itis likely that ther her oppgﬁﬁt \Iﬁ\ or reprioritisation of underspends
within Vote Health, es| ly in relati n\to number of health services unable to be
provided under E\e\(/e)ﬁ‘ib} asures (e.g. planned care, dental and some
screening services). The Treas ork with the Ministry to monitor this and
provide a clearer picture of this ata

O " rch 2020 the%é? of Health wrote to DHB Chief Executives issuing a
steri direction(j\*\der\ tion 32 of the New Zealand Public Health and Disability
Act 2000 and section. ;éﬂhe Crown Entities Act 2004 directing DHBs to act
%@!-Ievel plans and policies relating to the Government Response
e COVID:19 pandémic. This letter noted that in practical terms, the direction
means that Dk }Gbi“ef Executives are not required to seek approval from Boards to
enact signifi policy decisions within the Government’s COVID-19 response, e.g.
outside normal financial delegations.

In add , the Ministry of Health has asked DHBs to track and provide weekly
rppoqh\\ on service delivery impacts and financial costs specific to the COVID-19
ré@eh e. The Ministry received the first submission of this information last week, but
reporting is not yet complete and reliable enough, nor does it cover a sufficient time
period to inform any cost estimates.

From this information however, we have assessed that DHBs are likely to need
additional funding in the 2019/20 financial year. Examples of the type of additional
costs include:

a clinical supplies and equipment (other than PPE and ventilators),

b contracted support services such as security and communications,

T2020/758 COVID-19 public health response — additional funding required Page 8

BUDGET-SENSITIVE



Iltem 4
Page 29 of 175

BUDGET-SENSITIVE
C additional arrangements with private hospital facilities to support service delivery
(over and above ICU capacity), and

d other incidental costs such as accommodation and transport for essential
workers.

20. Funding provided to DHBs will be accompanied with a clear expectation that the

supporting an effective response and ensuring that ther ational consig(éﬁéy,\\
amongst DHBs to the response. ) )

21. The Ministry is also closely monitoring DHBs cashé%%‘l . Joint Minis \?s é?cently

agreed to provide an additional $430 million of capital to-DHBs to meet i nmediate
working capital needs of 10 DHBs and mana e@h‘e,s\ector wide cash-position

22. The Budget 2020 Cabinetpa&é[sé recomm
additional operating funding for DHBs fro 20}0 2 ;onwards. This represents the
largest increase in DHB %Ii\ esinany B dget and ensures that all DHBs receive at
least the same increase received‘;’fa%stye‘ ;/ once population adjustments from the

2018 census are takei accoun ‘\\J /f‘

23. This funding g}snéfgfpgbificallyf VID-19 public health response — although the
increasing pressure DHBs are facing as a result of COVID-19 is a key reason why the

d theMinistry o th.now support a larger increase. With an investment

e, comi i 1Bs will need to be carefully managed to ensure they

do not's e entire amount as a signal of future increases for cost pressures, and

increase the'size of all t tracts accordingly. Further work will be required to

allocate‘this funding/z@@)H and the subsequent messaging provided to DHBs to

ure expectations are clear.

/ -

sters sho(nl@cﬁ\e at while this increase is substantial, we do not expect it will

address t nderlying DHB deficits.

Cost model epared by the Treasury

O : oM ;
determine‘the economic costs of the outbreak. Immediate investment to increase
health system capacity is critical. The Treasury has undertaken its own modelling using
dataprovided by the Ministry of Health on current capacity within the health system
and strategies to increase the number of intensive care unit (ICU) beds and ventilators
available. Annex 2 provides an overview of some of the outputs from this work so far.

26. Underpinning this, the Treasury has also undertaken some independent cost modelling
of what is likely to be required for the response over the next six months, under the
presumption that the Ministry of Health takes all available action to increase capacity.

T2020/758 COVID-19 public health response — additional funding required Page 9
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27. This model factors in the initial set up costs of Community Based Assessment Centres
(CBACs), isolation centres, additional ICU beds, and support for primary care, whilst
also considering ongoing operational expenditure such as workforce, testing, tracing
and Ministry of Health management costs. These costings were quality assured by
public health policy specialists at NZIER. The Treasury estimates that the total cost
of the public health response for a sustained outbreak over six months could
likely be in the range of $1.2 billion to $2.0 billion (inclusive of the $500 milli
already committed).

28. The Treasury is available to (virtually) meet with the Minis nance am/ the\
Minister of Health to talk through this model and the undeérlying assum loﬁg /
N

\S

/

29. Based on our understanding of the currer , our ass gm\ent is that an
additional $700 million is required for -19 publi galih response and that
this upfront investment in measure ain the vir vulnerable people in
our community, and ensure the health apacity as possible to
respond, will also reduce the e i sts of the pa@deﬁn c in the longer-term.

30. We recommend that you corﬁ@ﬁa additiona \ ion to the public health
response now, noting that furthe fuﬁdlng ma equired. This would bring the total

amount committed to t e%VID 19 publi I’@alih\ sponse to $1.2 billion. If Ministers
ingto Imeasure;,

'néaragraph 11, this would leave
He healt r@bﬁcﬁ, and PHARMAC, and any other public

Options for funding additional public health/@ébgnse costs,—

ngency for addltlonal funding for DHBs,

31.

jate’'the modelling accordingly and report back. The Treasury and the
lealth will together on an overarching approach to monitoring the
spe tagamgst thi ingency, to provide Ministers with assurance the funding

: spent and havmg’c e intended impact.

is'b
32.%Budget 2020 inet paper seeks agreement to establish a notional fund for the
ID-19 res @ée\t support the public health system, businesses and workers, the

economy rown agencies to continue to deliver services.
33. Wer end that the additional $700 million be a charge against this notional fund.
Mini d either agree to:

\\Us this additional $700 million to increase the COVID-19 public health
*/ontmgency, or

b Allow the COVID-19 public health contingency to be fully exhausted and manage
all future funding requests centrally through the notional fund for the COVID-19
response.

34. The Treasury and the Ministry of Health consider both options to be practical. There
may be communications advantages of setting aside funding specifically for the public
health response.

T2020/758 COVID-19 public health response — additional funding required Page 10
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Risks

DHB deficits

35. The COVID-19 response and resulting additional pressure on DHBs is likely to have a
lasting impact on DHB operational deficits and balance sheets. There is significant

uncertainty about what will be required, and for how long, as:i ell as how easy jt'will be

for DHBs to unwind COVID-19 related spending increases once the crisis is

o
36. Further thinking will be required on how best to address the limited levers available to

v context in which any sort of
ible in’'the medium-term,
Particularly as we move out of the response phase and towards e noml‘c\écovery,

the absence of effective levers will risk under g}lhg the Governmen bility to deliver

-/ —
\‘/ @

ave the resources available
hey-emerge. As noted
rmine the economic

37. In the immediate-term however, it is important that DHBs
to pivot swiftly to respond to COVID- 3
above, the success of COVID-19 p
costs of the outbreak.

DHB liquidity

38. You recently signed a report that agfeed to al

immediate working capital- \e%,\ds of ten DHBs anc 1anage the sector wide cash
position [T2020/484, 312 refe/rs],R here-is a risk, given the weak cash position
of a number of DH additional preparedness work required of them that
further capital injectior
position of DHBs.
0
DHBs have been asked to raise any
ras possible. '

e to ensure
%Minister of Finance invoked section 25 of the Public Finance Act 1989

/ concerns about cash flow with the Ministry of
asury and the Ministry of Health will keep closely in
are well positioned to respond if an issue arises.

41,
rgency expenditure. Section 25 enables Chief Executives of
lepz ts to incur emergency expenditure without appropriation. Using powers
@e ion 25 should be a last resort option 920
T2020/758 COVID-19 public health response — additional funding required Page 11
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Reference:  T2020/875 SH-18-2 (Housing Policy)

TE TAI OHANGA
THE TREASURY

Date: 4 April 2020 i é
o

(C
To: Minister of Finance (Hon Grant Robert@ g\\//

Deadline: 10am, Sunday 5 April

Commercial Rents

This aide memoire supports your ing wi h the M|m§t%rof ustice at 10am on

Sunday 5 April to discuss chan
tenants from eviction. It also prov Ee\spackgrou on ommercial rental sector and

more information on the o s\descnbed in $V 19 Support for SMEs (TR
T2020/845) that could be paired with the 5[0\ Law Act changes.
[ \
[ \
The Property Law ACtprc Is are t \\\\J )
o extend time frameﬂ‘or the ca on of commercial leases from 10 to 30 days

. ensure th t&/ntéaﬁnot be incre in commercial leases during Alert Level 4
yees” powers by extending the period of notice from

. restric ise of mortg

wing den#am:l for'government support for commercial rents

commerual/ter) d commercial landlords are impacted by restrictions on
t Alert Level\4 @h many will continue to be affected once we move into Level 2.
Commercial s will be in differing situations — some will be mortgage free with
low operati others may be highly leveraged with high operating costs.

The i |m ss of income will be shared at varying rates between landlords,
busme anks and the Government. The share will depend on contractual terms,
neg&ﬂ@\ons and government interventions.

Treasury has provided a report on support options for small and medium size
enterprises (COVID-19 - Support for SMEs T2020/845). The paper includes a
recommendation to agree to accelerate work on incentives for commercial property
rental renegotiations. The paper also highlights new and existing supports that are
available to businesses.

The Property Law Act proposal is likely to lead to demands for a wider package
to support commercial rents

Fast and clear short term actions are particularly valuable to buy time in order to
develop and implement a more enduring solution. The proposed eviction and

Treasury:3536700v1 IN-CONFIDENCE 1
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mortgagee protections provide time for negotiations and help prevent short term
disruption, especially during level 4 where the focus is on public health.

This aide memoire identifies and expands on support measures from T2020/845 that
are most applicable to supporting commercial rents. The ben pairing one o
of these with the eviction protection proposal is that:

. the result will be more equitable for landlords, wh ost of thg “egkt@ﬁ
protection (somewhat offset by the mortgagee restrict Ry

o a diverse, multi-measure approach would help wit fact that, at this
don’t have a good picture of where supportis most needed

. support measures can address the loss n(c me; which an
does not resolve O\

. support measures can help move ¢ ial'rents to %ﬁﬂaple levels for the
future. \ -

The disadvantage of such a pack |she iscal cost%@\ov uling existing

contractual arrangements, with ?&e es this creates. There may be other
disadvantages related to the abi' dyhplemen a fﬂ measures.

The New Zealand co ialproperty sto k\\ﬁe}s estimated to be worth approxmately
$224 billion in 2018/wﬁh
undertaken W|th WQ ize of the sector to be $185bn with an
implied gross r i

nants grounds to forgo a fair proportion of rent if they
plyle ess their nh . The fair proportion in the ‘no access’ clause is usually a
0-100%-discount. % not all forms of lease directly cover this situation and
imates of the ‘extegt\ he coverage of the clause vary widely. Many examples are
emerging of ¢ a i[@ who have stopped paying rent under the clause, rent re-
iati completed under the clause and also examples of companies
iscounts and negotiating with landlords despite having contracts
cess’ clause.

rruption (Loss of earnings) Insurance has an industry standard “Notifiable
Disea e " exemption. Only a very small minority of companies purchase any form of
cover hat/ spans local closure due to an infectious disease. Commercial landlords will
be in differing situations — some will be mortgage free with low operating costs, others
may be highly leveraged with high operating costs.

A number of lwi have significant interests in commercial property amongst their post-
settlement assets.

In the current environment there is uncertainty about future rent levels and both
landlords and tenants may find it difficult to find the new market rate without significant
disruption.

Treasury:3536700v1 IN-CONFIDENCE 2
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Commercial Rent Support Options

Options from the SME paper (TR T2020/845) with close links to supporting commercial
rents include:

to time i
stice. Thms
and buy, ﬂm \fo /

1. Commercial property eviction protection for a peryi

supports commercial tenants at the expense of land
negotiation. Performs well as short term sup ith fa

tenants, but poorly on equity grounds if used alone

2. Rental renegotiation incentive. A ti

percentage of what landlords concec tenants, i

r‘@;‘a\st)rent
tit supports a
uitable way to

transition to the medium term,
dustries, without

subsidise landlords' losses
spending on tenancies not

It may be complex to co<rr@ /a
receive and pay invoices. We are curr / e on the ease and speed of

implementation bt vﬁl@vc)rk to provi %{ojﬁé ertainty on this question. A

payment supporting half of rents (b/y 3« to reduce by half with a 50%
incentive wo/uk} Q the regi b\fﬁ]ﬂ?m a montbh (illustrative only).
P

This option bet;l@juvolve )

a short R@d a;terwards i
and oQg round to @e

entially.

d of negotiations to cover time in level 4 and
potential to backdate to the start of level 4,
eriod afterwards. It would be possible to

creditﬁu&@ commercial landlords. The Business Finance
antee scheme can’be expanded to property firms along with other
—parameter c% uch as targeting smaller firms. Advantages are the ability
o target guppgr\, nd the costs of the scheme are recovered over time.
Dlsad /are that the period of economic stress may be quite long

me yment may take some time and an increase in total Crown

4/’f

mercial property direct subsidy. Providing grants (linked to a percent of

s5)10 distressed business to enable them to meet direct rental costs. Under

\\thJS option commercial landlords and tenants have little incentive in the short
term to renegotiate rents to reflect market circumstances. This option is likely to
be the most costly option depending on scale for government. Supports the
short term and can be implemented fast, potentially inequitable for taxpayers. A
payment covering half or commercial rents by value, at 80% support could cost
in the region of $567m a month (illustrative only).

Treasury:3536700v1 IN-CONFIDENCE 3



Iltem 5
Page 37 of 175

IN-CONFIDENCE

For further work

There are trade-offs between broad and targeted measures. Broad measures will
support viable firms that will be central to the recovery, but will also support firms t
may not survive when these measures are withdrawn in the r ry phase. Mo
targeted measures may be too slow and difficult to implemen ely fash;em\

cheme avold\drreg;

ck-as businesses Ck}se or

relocate if the supports are not adequate to cover rental costs, with employ t

impacts, and forces fast decision making on lease erlnatlons Ho %c an
ants'to negc}la h-reference to

iy \\

Broader SME supports such as the existing supports or,a.gr

A temporary eviction protection provide
fast, but implemented alone could be i
who bears the loss of income. T

Consistent with the advice set out in.t ‘
implementation uncertainty, we 9‘[

be strongly linked to helpin ”r"esQIve the issue of

. Re- examlnlnftb%rg
coverage é)iﬁ?ﬂqgic vering ¢

. Grant scheme to }educet T
for th Qfompanle

ication that X Merested in incentives for commercial property rental

Qgego ations Trea ﬁork with MBIE to provide advice on the implementation
and feasibility o J\ commercial property rental renegotiation incentive concept.
< |

Corwin Wallens, Senior Analyst, Housing and Urban Growth, s9(2)(k)

Geraldine Treacher, Manager, Housing and Urban Growth, s9(2)(k)

Treasury:3536700v1 IN-CONFIDENCE 4
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Treasury Report: Radio New Zealand: Time-Lim'@e@@ding /;&
y‘\

Date: 6 April 2020

Report No:, | T2020/863"

File Number: ~ | CM-1-366-1

Action sought

.

)
Acti \\® Neadline
sl

Minister of Finance
(Hon Grant Robertson)

N - N

e R\tk?e recom
N

Monday 13 April 2020

Minister of Broadcasting,
Communications and Digital

(Hon Kris Faafoi)

ree to th Wdanons
: o

Monday 13 April 2020

(&
Contact for te)@h é dlscuﬁr@equwed)

Name Positior(\

Telephone

1st Contact

Eva Parke Gra atﬁ%
R /al erformance

\

s9(2)(K)

Maurewzer Lem \a@)
mmeéfrcial Performance

| s9()(0)(ii)

N/A
(mob)

v

Minister’s pﬁ%ctions

Return the s@h?d}gport to Treasury.

Note any
feedback on
the quality of
the report

Enclosure: No

Treasury:4262452v1
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Treasury Report: Radio New Zealand: Time-Limited Funding

Purpose of Report

1. Radio New Zealand (RNZ) was allocated a two-year time-limited annual operating
funding increase of $7.25 million in Budget 2019. This report’outlines the implications
of RNZ not receiving this time-limited funding after 2020/2 onfirms the‘minimum
level of funding required to ensure RNZ is able to continue i ent serv}ée—oggr ng.

A\

2. As such, this report revisits RNZ’s declined Budget bid, in light ofﬁt}iieé\hande in
circumstances due to COVID-19. This report seek: ement in princi E\/f m
shareholding Ministers to increase RNZ’s baseline by the’amount of the timig-limited
funding: $7.25 million per year from 2021/22 onwards.

3. The Ministry for Culture and Heritage wa on this (e;po@@ agrees with its
contents and recommendations. %\\ Yy,

Budgets 2019 and 2020

N

4.

RNZ'’s baseline funding is $3@| .
annual operating funding increase of $7.25 millien
a $3.50 million equity inj fti\<\\m, to fund cal tgl% yending, over three years ($1.80 million
for 2019/20, $1.05 mikHi gf@pZ\OZO/Zl and: 0.65 million for 2021/22).

RNZ submitted a B
operating funding‘increase for 20
beyond the egcplr){’qﬂtp“ current
consideratj h\iix@éit}é sense to finali

through m@ Public M@d\\ li

20 bid to.s ek\a\nw extension to the $7.25 million annual
nd-2022/23 to allow it sufficient time to plan
This bid was declined; at the time of

e future shape of a single public media entity

work before deciding on the ongoing funding.

he get 2019t \‘Nmit\/ed funding increase was intended as a measure to support

6.

Z while the Stro blic Media policy work was undertaken.

7. Therespo \EEQVID-19 is having detrimental effects in an already vulnerable
media sector, significant implications for the New Zealand economy. As a result,
the ti s9(2)()(iv) for the Strong Public Media policy work may change, and
RN ime:limited funding will expire in June 2021, well before decisions from the
p,eﬁpy\ can be implemented.

o o)

9. s9(2)(b)(i)

RNZ is experiencing pressures on its commercial
revenue as its customers seek relief from AM transmission charges ($1.2 million in
revenue per annum).

T2020/863 Radio New Zealand: Time-Limited Funding Page 2
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10, 9@

11. Itis our understanding that Ministers do not intend to reduce RNZ's funding by $7.25
million a year from 2021/22, and were planning to either extend the time-limited
funding, or make it ongoing, at the appropriate time. Given the impacts of COVID-19,

our view is that time is fast approaching.
Next Steps &

12. Itis important that RNZ's current funding level is to enable<\ pia bUI|d
on recent years’ progress, and continue to contrib e Government? |c media

outcomes while the Strong Public Media polic W@rk evolves.

13.  We recommend shareholding Ministers al C|ple to jncr }NZ’s annual
6 million' ay\ar rom 2021/22

operating funding by $7.25 million a year \\

onwards. _/
14. If shareholding Ministers agree, offici il prepare for you to present to
! t of

Cabinet, for consideration and king funding as a the’11 May non-urgent
package (COVID-19 related) & Budge ium from the Between Budget

)=

Contingency.

T2020/863 Radio New Zealand: Time-Limited Funding Page 3
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Recommended Action

We recommend that you:

a note RNZ was allocated a two-year time-limited annual operating funding increase of
$7.25 million in Budget 2019 to support it while the Strong Public Media policy work,was
undertaken

Yo
b note that RNZ's current funding environment has been exac d by CO\/QKlgﬂn a
~_

short time frame and, as a result, is in a less certain operating environment—._
A
c agreein principle, subject to subsequent agreement by Cabinet, t he f'rr&-limited

T
t
RNZ funding increase agreed in Budget 2019 o 7,.\275\million ine gg&wzglg/zo and
2020/21 be extended to continue into 2021/2 utyears, bp’ng%@\i 's ongoing

annual baseline funding to $42.606 million L C
ONT
-\ “Agree/d e
Minist oadcasting,

Communications and Digital Media
NS

Agree/disagree
Minister of Finance

d direct officials to prepare a paﬁ%\(@o%hareholdi WA '\&s to present to Cabinet, for
consideration and seeking funding-by the most;%pgf jate mechanism as, either (i) part
of the 11 May non-urgen ﬁage (COVID- 9relate 1) or (i) after the Budget moratorium

from the Between Bud ontingency PN —

(

\

\\,//,J Agree/disagree

~ Minister of Broadcasting,
Communications and Digital Media
mmercial Performance

Agree/disagree YA

Minister of Finance
N

Maureena van LemMan ager,

N

B \% ¥
Hor Grant Robertson \5 Hon Kris Faafoi
Minister. O(Financ‘é(m/ A Minister of Broadcasting,
‘\ Y )

- ) Communications and Digital Media

&

/TN
RN \‘
)

T2020/863 Radio New Zealand: Time-Limited Funding Page 4

COMMERCIAL-IN-CONFIDENCE



SENSITIVE

Item 7
Page 42 of 175

TE TAI OHANGA
THE TREASURY

Treasury Report: All-of-Government paper on th@l@@ged Eo@@

NS

Action sought

~
N
Date: 7 April 2020 Report}m\ %2020/91;\
File Number: ~ | SH-1-6-1-3-3-15
( Q)
N .

Actioq\giéi\u Neadline
Hon Grant Robertson }x\%or the att G | 8 April 2020
Minister of Finance pap nS|derat|
Cab|ne/€ ‘
1/
Contact for telephonei@smn Qf)rb\ rrgéd)
Name ﬁ&@z/ N\ Telephone 1st Contact
David Smol VISOI’ COV- N/A 9@
(attached paper author ategy, Policy oordlnatlon (wk)
Un|t

Silkie Whitwo Seni OVID-19 s2K)

N Econg ponse
Bryan Chapple - Uity Sécretary, COVID-19 v

i Eco ¢ Response

Minister’s Q’»@ac lons (if required)

‘ Return the/sgg\\%v\@port to Treasury.

N
Note any

feedback on
the quality of
the report

Enclosure:

Treasury:4263783v1

Yes (attached)
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Treasury Report: All-of-Government paper on Managed Economy

Executive Summary

Context

ent
eadership acrqé;;—mg icy
response to COVID-19. )

Qm\\/
Taking a worst-case view, the paper seeks to identify areas in which Governa‘V t7may
need to take a more direct role in the operation of p in-arderto:

. maintain supply of essential goods and s u g % level of material
well-being for all; and N \\\ )
\\ %*/
. maintain social cohesion and socie %{?t for the tially extreme restrictions on
normal freedoms that are necessary- ect Iives{\\\
The paper was drafted in consultati % Ministr i éss, Innovation and
Employment, the Ministry for Prime%tz\gm U f Foreign Affairs and Trade,
the Ministry of Transport and the-Treasury.
The paper is proposed to % red by the A ¢-Cabinet Committee on the COVID-19

Response (CVD) this Th elated pa[IET\%\I ended to be considered on Thursday at
CVD, which proposes optior d scenarios for moving between Alert Levels. The papers
can be assessed simdltanep\msly, how: actions considered in the Managed Economy
paper relate to issd\éi;fha@béuld occurt ny Level.

> .

Proposals

ed actions ar%eady in train, and others (e.g. developing backstop
e rationing-and, price control) may never be required. This paper is
Ministers-awa at agencies are considering scenarios that could occur,

and \ urther actions ‘may be needed. It is mostly a noting paper, with one
) : : \
rec& mmen PR
= //,,‘//
[ <\

in partners
interv,

Prior t§{ Ia\lm he paper (which Treasury officials would draft in the appropriate format) at
the nexkt 9‘ there are some choices for you to consider:

. Whether you would like Ministers to note the actions in the paper, and therefore direct
officials to provide further advice yourself, or whether the direction should come from
the full Cabinet Committee.

. Whether to broaden the scope of the paper to include ways in which the
Government could intervene in supply of essential public health goods and services,
for example the provision of pharmaceuticals and medical devices. This would likely
delay a Cabinet discussion: Treasury officials are already considering options, but
formal consultation across agencies would be required.

T2020/911 All-of-government paper on Managed Economy Page 2
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Recommended Actions

We recommend that you:
a agree to sponsor this paper at the next possible Covid-19 Cabinet Committee meeting

Agree/disagree

S
b indicate whether the paper should be a noting paper, agreemen sMId be

sought from the Ad-hoc Cabinet Committee on the espon ~
f@x

Noting paper/Seek agreement

c direct All of Government officials to exp

interventions in the supply of essential pt h\ r)“/ices, noting this
would delay the Cabinet paper. <Q/ E%

Agree/disagree.

Bryan Chapple &/
Deputy Secretary >
COVID-19 Economlc I%pb Se

T2020/911 All-of-government paper on Managed Economy Page 3
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Annex: All-of-Government paper on Managed Economy

Executive Summary

including vulnerable groups.

Under COVID-19 Levels 3 and 4, normal market mecha\r{sgwgéa e’ not suffici \Cto\ensure the
provision of essential goods and services for New Zealan Loss of-passenger revenue,
for example, makes air freight unaffordable fo oth exporters and. importers so the

%% estrictions on

e labour market.

Government is financially supporting the avai _of freight r
movement within New Zealand are constrainin al functh/ mg\

In many cases, it will be possible to us ni-market ins , such as commercial
contracts, to maintain the supply of essen 0ods and s es."However, these sorts of
instruments will not necessarily always‘be sufficient. /V

To prepare for a worst-case scel@:zq, officials recom that Ministers consider having
additional powers available to inte ene in decisi t are normally the preserve of
individuals and businesses. such powers Jouly ime-limited, subject to appropriate
checks and balances, and I’ggo\itransition ck;- as/qwckly as possible, to a market-led
recovery. \\
\\/ )

1 lead indicators of economic resilience, will be
ers to support the functioning of critical parts of

Good information, mc\ud pg\
critical to |nform|nqdecls{6r)/mak|ngu ‘
the economy thr ; \§e coming m nth,,,,i%

Purpose of thi

The pu respon D-19 in New Zealand and internationally will impact on
the w. ernment isew the economy over the next 12-18 months.

O k-
Restricti ns7 on ecorfomlc |ty and patrtial or full closure of borders, particularly for people
movements, me T\s\ §>ome of the market-based elements of New Zealand’'s economy will

- ne/cessnatlng a more managed economy.

identify areas in which Government may need to take a more direct role
of 'parts of the economy over the short (14-28 days), medium (1-3 months)
onths) term, in order to:

in the opel

and lor g(%—\l

. rﬁeﬁt@m the supply of essential goods and services to support a base level of material
well-being for all; and

. maintain social cohesion and societal support for the restrictions on normal freedoms
that are necessary to protect lives.

Government has already taken a range of steps to mitigate risks to the economy through the
early stages of the COVID-19 response.

This report takes a worst-case view, identifying additional programmes and powers that

could be needed if severe restrictions on, and disruptions to, economic activity continue for a
sustained period.

T2020/911 All-of-government paper on Managed Economy Page 4
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Economic policy will adjust through the phases of the crisis
At this stage, the Government is maintaining the normal operation of the economy to the
extent possible for the duration of Level 4, while prohibiting non-essential services (other

than if working from home). This approach is being supplemented by a large and growing
number of interventions, including for businesses, workers, tenants, the financial s?gmd
o

freight flows.
[« N <\’/\‘
)

Most countries have similar restrictions in place, res in“reduced domestic economic
activity, lower exports and lower imports, which |mpact ectly an indirgﬁly on New

Zealand.

Many restrictions will continue as and when the country move

f ‘:\/
governn{ m\a

nd the world are
edlcal p\‘es/ and food. Subject to

export food and select
art.essential supplies.

|(,\ébt| ity, but face the risk of further

focusing on essential goods and services,
public health restrictions, maintaining N

A few countries, notably China, are
waves of COVID-19.

llenge for New al\n -
essential economic activity should)be possible der Level 3 and more so under Level 2. But
employment will likely remain well beIoW‘Aé\VQ seen in recent decades, and for a
considerable period. /f/) A\ ‘ )
t \

Recove ‘» y get l<m hile borders are still at least partially shut. Given the
imbal hat will have pm@t /the restart and then recovery will require a combination of

T'gcroeconomy, infrastructure projects (for which preparation has
ashing of entrepreneurial activity.

,fgés over time will be different than the pre-COVID-19 economy and
ep change in areas such as innovation, sustainability and net zero

The economy
is an opport
carbon.

This reﬁprt es on how Government can mitigate risks to the supply of essential goods
and se vices during the economic response and early states of economic restart. Maintaining
this sup {é fundamental to the success of the COVID-19 health response and to starting
the subsequent economic recovery.

Risks to the supply of essential goods and services

Potential risks include the following:

A breakdown in elements of supply chains for essential goods and services — reasons
could include:

. financial stress for businesses providing essential supplies, because of lost revenue
from the balance of their business, and

T2020/911 All-of-government paper on Managed Economy Page 5
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. the non-availability of critical inputs, whether imported or domestically sourced.

Ongoing closure of the border to people movements with a consequent need for a
market-led, government-enabled reengineering of New Zealand’s international air freight

linkages.
in international shipping
and our are
dium- terrﬁ significant

N
Workforce shortages for essential businesses, thr ugh ac inati peép{e becoming

unwell, people refusing to work due to concer ildcare concerns,
restrictions on people movements around the co mi

International supply chain challenges — New Zealand’s inclusij
routes may be reduced if our imports of non-essential goods ar
significantly reduced. If trade remains severely restricted ov

}ockdown for example a
nt and deliveries only

Level 4 proving insufficient, necessitatin
narrower definition of ‘essential’, stron
permitted for essential supplies.

Extended regional lockdowns, w \~\|{ a(high incidence of COVID-19
may be locked down for a longer C ibly2i ore extreme way, necessitating
controlled delivery of essentials. - rage;-pharmaceuticals, health and social

(foo
care).

Risks to ongoing some

These risks coul O}zg\}rom per inequities, including unequal distribution of
necessities, short d perceived price gouging. They could arise

critical s ppli
nationally or re nd for M&x&ml nd for other vulnerable communities.

tions

g the ngomg{o}zer of businesses in supply chains for ‘essentials’

7

Th Wage subsidy \s.\/éupport for businesses across the board. A working capital
guarantee scheme has also’been developed to help maintain the flow of credit to small-to-

medium firms (b@ $/250k and $80 million revenue).

Treasury is
small nu
Individuat-
examplse/\\wi; \

g on a facility to provide financial support on a case-by-case basis to a
e, “economically significant” firms that will be important in the recovery.
rnment agencies are considering financial support within their sectors, for
h Ministry of Transport’s air freight package.
An apparent gap in this support structure is for firms providing goods and services critical to
the response that are at risk of failure, despite the above assistance. For example, the firms
may not be large or economically significant enough to warrant tailored solutions yet may be
too large for the guarantee scheme to provide adequate support to continue operations.

Where services provided by such firms are critical to provide the necessities of life for New
Zealanders and the market is not substituting for these failures, alternative measures may
need to be considered. Such measures might include commaoditised products, sector-wide
measures or agencies directly contracting for services.

Officials are considering such interventions. Care will be required to ensure that any
additional interventions are disciplined, clear rationales and thresholds are met, support is

T2020/911 All-of-government paper on Managed Economy Page 6
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kept to the minimum necessary and the interventions are perceived as fair (for example that
similar support is available for businesses in similar circumstances).

Repurposing facilities and reengineering supply chains

Current supply chains for essential goods and services in New Zealand rely, to varying
degrees, on imports of a wide range of components, machin and finished proeducts.
Disruption of international economic activity, and the likelihoo border restri s will
remain in place for 12-18 months, will require some restructuring supply chain

[ <\’\“
itical health upbhé’;ﬂch as
ding to these ‘pressures (for

We are already seeing intense pressure on supply chain
ventilators and PPE. The market internationally is

products from offshore. Imports enable year-r ;Iy of SO'T”/(?“‘ in produce that is
also grown locally. The restrictions on economi in mos Gque‘s, and the disruption

to air freight, mean that New Zealand is un \to"be abl rce the normal range of
food, beverage and other products, and t 'shortag ill. beecome more likely.

Officials are monitoring supply chain able early i htmbtlﬂn of risk of shortages and of
mitigation measures. The focus wi nessential

d to (rapidly) become more self-

er's 're/already seeking, for example, to repurpose
de | ctive equipment. But uncertainty over timeframes
of the post-lockdown periad will limit businesses’ willingness to invest for
e G \Q%]ment m i to underwrite some of the risk, likely on a case-by-

onal) basis. This be potentially be integrated into the Government’s
t if emerging evidence suggests a compelling need.

[ Yan \
[ \ . ..
gnals sho l{l:@ennwse redeployment of existing resources

and capabilities. New Zealan
some facilities to provide personal prote
and the nature n-
repurposing.

Repurposing 0f some facﬁ{t@é\a capabilities could require resource consents. Officials are

pre @'r\lg\ ice on s.to’expedite consenting processes (for example for infrastructure
projects)-as’ recovery gets erway. The scope of this work could be extended if consenting
issues

e constr n‘mng the economy’s ability to adapt in the period of COVID-19 restrictions.
5 }\;Q/

Rationing a ntrol

In competi arkets, prices adjust to balance supply and demand. Consumers’ ability to
purcha}s/g;ég tial (and other) goods and services is determined by price levels and
dispos‘a{le} Dtomes.

Given the restrictions on economic activity in New Zealand and internationally, a worst-case
scenario might require the Government to consider some combination of rationing and price
control to ensure as much as possible that everyone in New Zealand has access to sufficient
essential goods and services.

Rationing
Some medical supplies are already controlled/rationed, via Pharmac, pharmacies and the

health system more generally. These existing controls could be ramped up if additional
control is required.

T2020/911 All-of-government paper on Managed Economy Page 7
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Other than for some medical supplies, officials are not aware of rationing in other countries
and consider the probability of wider rationing in New Zealand to be low.

Supermarkets are already limiting the purchase of certain products (partly in response to
panic buying) and suppliers are adjusting their product lines in some instances to limit
variation but maximise quantity. Formal food rationing could be considered in the future
because of sustained shortage of staples or because of a more extreme form of lockdown,
most likely at a sub-regional level.

It may be prudent for government to work with supermarkets er cr|t|cal @rmers on
Id be Se})korf/a rapid

options to implement more extensive rationing of staple
scaling-up of existing arrangements, for example onli rdering, physical delivery and
administered prices. Alternative arrangements would have e found for those not online.

Consumers would pay for their rations, with exis nechanisms helping
those otherwise unable to meet the cost.

g\ﬁigpome support |

Price gouging

The Prime Minister is leading communl
time of national crisis. B

Perceived price gouging at the co@
deprive some groups of access to-esse
housing, utilities and ICT. )

ilise support for a lockdown and
d beverage, medical supplies,

Demand for housing an

e issues with the subjects of the concerns, understand the reasons for the

this information back to consumers. The only legal sanction available is if
busmes%esjmlsrepresent the reasons behind price-setting, which is potentially an offence
under the-Fair Trading Act.

Implementing short-term price controls on specific essential goods and services would be
very difficult to do and would likely cause unintended consequences. Nonetheless, officials
are doing preliminary work on how a backstop price control power during the COVID-19
response might be designed (which could also require some form of rationing) should
Ministers decide they want the option.

The scope for price gouging will be influenced, at least at the margin, by decisions on the

definition of essential services. A broader definition, enabling more businesses to operate,
would enable competition to exercise more of a constraint on prices in some sub-sectors.

T2020/911 All-of-government paper on Managed Economy Page 8
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Officials will monitor developments from a consumer perspective over the coming weeks and
months. If some form of lockdown endures, some consumers are likely to face inter-
connected challenges, such as higher-than-normal prices for some products and loss of, or
reduced access to, credit.

Securing domestic production of essential goods and services for the domestic market

There is potential for conflict between business interest and the
New Zealand-based business decides to export medical produc

primary produce
also are in demand locally. L C

( C A\
\\,E/b
Such situations are likely to be relatively rare and wo quire a case-b -bééé;%pproach
aimed at negotiating optimal outcomes, taking into account the interests of\the business,

New Zealand’'s relationship with other countrie@‘the national-interest in accessing

essential goods and services.

Selectively banning export of ‘essentials’ would

by the
powers. Officials are doing preliminary thi n/\y ‘

Maintaining critical air and seaf@ movements
=) \\

structured air Lgb ramme which brings together an
%oﬁ example medicines) and high value exports that are air

freighted, as well as the 1.0f key po‘rf\s/a\}éﬁ\ points. It is a market-based approach
but provides Govern t-assistance in ‘e\\‘fo,r | of a grant or subsidy to underwrite any
differences between tk{é/ép\s\t‘ of flying and what air cargo operators get market value
for from moving the freight.” /
Y o

e risk for ope it has a fast track scheme to deal with immediate
ng fortnight and.a-larger air freight package available for the short term
for which proposals/will be rded in April for the next 6-9 months. Bids into this scheme
if anything, e needed in the near future in terms of additional or

an @;\Be\ ew freight li e‘s\gver the last week. At this stage therefore, the situation for air
freight has stabilised, tho eeds to be kept under review.
[

N\ )
Sea freight h fuhctioning relatively normally but some challenges are emerging,
including con%h?g; »reduced numbers of containers (because of reduced imports) and risks

understanding of critical i

of port clo mestically and internationally). However, some ports are open fully again
and keen’ ove’goods. There is a good line of sight and a range of risks and mitigation
measqr/gs place as far as is possible at this point in what is an evolving situation.

a
)
Despite\\‘hirs,/ Ministers should be aware that if international restrictions increase, exposing
unexpected fragility in sea routes, they may need to consider an approach to sea routes that

is similar to that undertaken for airfreight. A worst-case scenario would involve
chartering/requisitioning vessels to provide domestic and international sea freight capacity.

At this stage, officials are confident that the existing mechanisms and instruments in place
can mitigate most of the key risks. There remains a possibility, however, that while the bulk
of New Zealand needs (both critical imports and exports) may be addressed, a proportion
may not. In this case, Ministers may need to be prepared to consider more ‘managed trade’
options where New Zealand’s position as a net food exporter and provider of high-tech
medical equipment is brought into play to secure vital medical supplies (equipment and
medicine).

T2020/911 All-of-government paper on Managed Economy Page 9

SENSITIVE



Item 7

Page 51 of 175

SENSITIVE

This has already occurred in an ad hoc and informal manner with Singapore - a net food
importer, a regional hub and a supplier of medical equipment and medicines. Consideration
may need to be given over time to more formalised arrangements in particular and limited
instances, and with other partners including the EU, China and India. Ministers would be
closely consulted on any decisions to proceed along these lines.

There may also be opportunities to partner with Australia to bulk-up procurement ord

medical supplies, and to supplement or add aviation routes. Gj e he fundament
trade policy that such approaches imply, a time-bound framework (linked to the curr

nd-a rangement& < \

Xw

Maintaining supply of essentials to vulnerable co "'i\hipies is critica f%e communities
and to maintaining societal support for a sustained period of full or/p,ar' INockdown.
~O

Part|cular challenges for vulnerable ‘commu 'tle t\essmg medical services,
use- bound for example

prices rise for some essentials.

Officials are monitoring the suppl %{
to Ministers on any need for further th}i which

support mechanisms and usj Xisting suppo /p\p iders as much as possible. This work
has a particular focus on %@g with Maon munities to ensure appropriate support

mechanisms are in place

\\/ )
Addressing Workforqéégns aints

>~
Employment wil red\m/: “significantly a:
border and restrict economic acti

sult of the public health initiatives to close the
‘Government has put in place a range of supports
ployment where possible and to provide additional

% ))rk because of concerns about their personal health
S/OfF S

ness

g to care for children while schools and ECE are closed

d@é/stlc travel restrictions, constraining the matching of skills to need.
_/

The Government has already taken some steps to support the workforce for essential goods
and services, including:

. visa arrangements that are sufficiently flexible to enable non-New Zealanders still in the
country to continue to work in priority areas

. starting to support redeployment of private sector workers to support essential public
services (for example Healthline and contact tracing)

. facilitating industry-to-industry discussions where workers can potentially be
redeployed (for example forestry workers redeploying to the horticulture sector)

T2020/911 All-of-government paper on Managed Economy Page 10
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. working to ensure that government support mechanisms (such as the wage subsidy)
are not a barrier to redeployment.

Of necessity, actions to date have been relatively ad hoc. Officials are preparing advice to
Ministers on a more proactive approach.

Current legal settings and government support arrange reflect trad hat
governments and Parliament have made in ‘normal’ circumst mporary chan to
some settings may provide net benefit during the CO\ ponse. \the could
potentially include:

. targeted additional incentives to work in critical public sector roles, fntge aT/y and
feasible (which would depend on prospects fo e‘nmtlng increased supply rather than
driving up cost) ) =

- o
. relaxing occupational regulation to enable lified peot&\tq\perform essential

_/

. enabling temporary changes to
business and the associate )|
COVID-19 restrictions

. support for mathﬁ”rg pr:z
restrictions on people ynovemer

; Ioplng Vic inisters on a range of labour market options to support
9 economi raé\gon , restart and recovery.

) lﬁg mom(oxmg elligence and rapid response capabilities

m/e will enable early warning of emerging risks. Officials have a wide
formation<gathering arrangements in place already. The National Crisis

) e is coordinating work to identify any gaps and to better enable an
merging issues across the economy. This work is a high priority.

ted.

( \
Ofﬁciars%ax\e also building a rapid-response capability, leveraging both public and private
sector resources, the purpose of which is to understand the reasons for emerging problems,
take problem-solving action wherever possible (some of which might require seeking rapid
approval for expenditure) and signal a potential need for new powers if necessary. This work
would be underpinned by a hierarchy of potential interventions and trigger points for their
deployment.

Legal powers
Most of the economy-related risks to essential supplies and to societal support for lockdown

identified in this report are best addressed through information, suasion, and enabling and
creating incentives for voluntary action.

T2020/911 All-of-government paper on Managed Economy Page 11
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Nonetheless, this report has identified a number of areas central to maintaining supply of
essential goods and services through the response period where new legal powers could be
required in extreme circumstances. If such a need were to arise, it would likely present at
short notice, so the more preparatory work officials have been able to do, the better.

Accordingly, officials are considering how new powers might be designed (including checks
and balances), for consideration by Ministers if and when appropri

te:
grvices, with ass%
1g/in the cmfumsga

of an extreme form of regional lockdown) \ /
. to require continued operation by the provider of a@% al good or s Vc (a
hypothetical example being if one of the main supermarket chams mde&{fﬁ close for

a period)

/ 7‘: \/ .
ice that |{m E\a e supply in New

\\:’/‘/‘

and sh?u be contemplated as a last

. to prohibit the export of an essential pro
Zealand. :

All of the above would be difficult to i
resort.

Officials are also preparing advé\e\\e possible er(r‘@; law changes to support the
functioning of the labour mark Hhroughtﬁe resp ng iod

lﬁ other countries with broadly similar

systems are seeking ac the provision of essential goods and

services through the péﬁﬁd

0 icient essential services for all New Zealanders is necessary
to mai ain a basic level of mat wellbeing through the period of COVID-19 restrictions, to

ain ‘societal support Npoée restrictions and to leave New Zealand as well-positioned
as o@sm‘re/ or subs;aq%nomm recovery;

\%\ang 4 of the COVID-19 Alert System, large parts of the economy are

not operating

Note that t essential services can be supplied via market mechanisms some will
not, and-t re non-market arrangements will be needed the longer Levels 3 and 4 are in
place; | \\

\\ /

Note that officials have put in place a range of data, intelligence, monitoring and reporting
functions to enable early identification of emerging risks to the supply of essential services,
and are developing a more integrated picture across interdependent supply chains;

Note that, building on the portfolio of existing and likely interventions, officials will continue to
develop options for potential use in the following areas:

. support mechanisms for at-risk businesses in supply chains for essential services;
. targeted support for repurposing of facilities and reengineering of supply chains;

. developing backstop provisions to enable rationing and price control, including in the
event of an extreme form of lockdown;

T2020/911 All-of-government paper on Managed Economy Page 12
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. support for market-based arrangements for air and sea freight that enable ongoing
import of essential goods and services, matched where possible by high value exports,
and the development of a framework for assessing the utility of ad hoc arrangements
with particular countries;

. maintaining the supply of essential goods and services to vulnerable communities;

. addressing potential causes of workforce shortages for businesses in supply ns for
essential services.

Note that officials are doing further work on options to’ re e risks th ar}se arﬁd that

T2020/911 All-of-government paper on Managed Economy Page 13
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Treasury Report: Alternative Economic Scenarios

Executive Summary

The impact of COVID-19 and related response measures on,t

: aland economy

ders several alterna tive
rent assn.@;fon; about

the time spent at different COVID-19 alert levels. Alternative assumptions w Kéf\egard to
the level of fiscal expenditure are also made and 'Ct to I|m| the extent of economic
impact, including unemployment.

i _ _ / -
The first five scenarios, roughly approximate th 9\ éa th' response
strategies, while the assumed fiscal respon " approximate $19

c were finalised, to

billion of support that had been announce
i pacts are even more

severe. %

Falls in annual GDP are greatest i
around 10% in the base, to closer to
tight restrictions throughout t e@

vary frorﬁ 30 e ‘Elimination’ scenario to nearly 20%
oth sce 1\\3, sdbstantlal fiscal support reduces the peak

ssociated f&upport levels are highly stylised. The timing and
through whi pport is ultimately provided will also be important in
1omi

pact.

Peaks in the unemploy

et core Crown debt vary from approximately
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Recommended Action

We recommend that you:

a note the Treasury’s economic projections based on possi ID-19 alert
scenarios over the next twelve months / 7

b note that the scenarios included in this report have,i e advic bwét on
reviewing New Zealand’s Level 4 alert status

to make

c note that the Treasury will report separately {%Qn how you nav

public a subset of the information containe % report \
‘ \

\ /

Peter Gardiner %
Manager, Forecasting, Modellin esearch
\%
/ ~

\ )

/
\

Hon Grant Robertson \ /\

Minister of Flnani\g
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Treasury Report: Alternative Economic scenarios

Purpose of Report

1.  Alongside the base Budget 2020 economic outlook f S orted to you |n
T2020/814, this report considers 6 alternative scenari ese scen rm@
adjust the time spent at different alert levels and unt of flsca<u

2. The Budget 2020 economic forecasts assume ew Zealand \&re/mam
at the Level 4 COVID-19 alert level for apprexim ately month and the
alert level for a further 11 months. Approxi §19 billion of CC VID-19 related
fiscal support was included. / \

\

3.  The first 5 scenarios in this report broadly. approximat \§rétegm health

response options that Ministers e been consider | scenario differs

r pace (o F recovery.

4.  For simplicity, we focus on t%laﬁve amount of tirrie spent in different alert
states rather than being ise .
levels.

Next steps (N

/c 7, Yy
5. The Treas ry\nt/@ds to publi %plmed presentation of these economic
forecast st e@aﬂas ‘hext Tues will provide you with a copy of this report

prior t bh\%ﬁ n. %
Key @Wons

Y] 1 sum eﬁhe/ key assumptions we have made for each scenario.
~While thesg bro lign with strategic health response options, there remains a
igh degree qﬁmc rtainty regarding the precise duration and timing of different
period atéach alert status. It is assumed that:

. ert level 2 the economy operates at levels 10-15% below normal
t a ert level 3 the economy operates approximately 25% below normal,

(¢ ‘\\
\e / at alert level 4 the economy operates approximately 40% below normal.

These estimates are also the subject of considerable uncertainty.
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Scenario COVID-19 Alert Fiscal response | Other
Base Level 4 — 1 month Approx $19 billion
BEFU 2020 Level 2 — 11 months
Scenario 1 Level 4 — 1 month Approx $40 billion
‘Elimination’ Level 3 -1 month

Level 2 — 10 months
Scenario 2 Level 4 — 3 Months Approx $60 billion |
‘Sustained Level 2 — 9 Month 5\1,
stamp out’ -
Scenario 3 Level 4 — 6 months

1

‘Suppression

Level 3 — 6 months

Appr@n
N

AIIowé f“or&%g\a?ve impacts

fro e/changes in Alert

Scenario 4 Level 4 — 3 months <&\%{(}8‘70 biIIion\

‘Mitigated Level 3 — 3 months I

spread’ Level 2 — 6 months_ g

Scenario 5 Level 4 — 1 month -1

‘Unmitigated Then aIem{%ﬁ\\

spread’ )

Scenario 6 Level h World annual average real

‘Weaker world’

onths

Apﬁp&k@l\}f)nhon

GDP growth is lower than base
by 3.5% in calendar 2020 and
4% in 2021

T2020/927 Alternative Economic scenarios
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7. Table 2 summarises the broad results from the scenarios.

8.  Annex 1 presents this these scenarios on a March year bas
Cabinet paper: Covid-19: Preparing to Review New Zealand

Table 2: Scenario results

~

hich was use@
Level 4 Statust;
(¢ N\

\¥/
% -
2023 QO@ r difference*

</
Year to June 2019 2020 }02\1&(}
Real GDP (AAPC) Base 28 - 24 85 51%%7
Elimination 28 85 /45\\ N
Sustained stampout 2.8 . ’ ) 37
Suppression 2. & 6.2
Mitigated spread 8 8 5.2 3.8
Unmitigated spread % 46 37
Weaker worl 8) 6.6 5.7
Unemployment rate (Jun gtr) 40 51 4.6
ﬁ@ ) 51 4.6
53 4.9
7.0 55
95 8.1 51 49 4.4
6.8 6.9 5.6 5.0 4.6
6.8 101 8.6 6.7 5.2
1.2 0.7 14 17 2.0
1.2 11 12 15 19
11 11 1.2 14 1.7
11 02 0.7 1.3 1.6
11 0.2 13 15 19
% . 1.2 0.3 15 1.8 2.0
Weaker world 17 11 05 -06 -01 0.6
Nominal GBP 'IW Base 303 298 293 327 352 374 0
r( /\ Eliminaton 303 292 295 329 352 374 -2
\\5 /‘ Sustainedstampout 303 283 289 326 349 370 -26
Suppression 303 283 226 291 332 360 -151
Mitigated spread 303 283 260 325 350 372 54
Unmitigated spread 303 298 289 328 351 374 -4
Weakerworld 303 297 277 297 322 347 -105
*difference relative to base
1 As the scenarios generally assume some form of Alert level system being in place for 12 months, the results for the year to
March 2021 show the largest annual impacts.
T2020/927 Alternative Economic scenarios Page 6
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Elimination scenario

9.  The ‘Elimination’ scenario assumes that New Zealand gradually reduces it alert level
over the next few weeks. It is assumed that after four weeks at alert level 4, a similar
period is spent at alert level 3 prior to a sustained period at lower alert levels. der
controls remain in place for a year.

10. Real GDP growth falls to around -12% in the year to 0271 (Figure 1 Qléfger
decline than in the BEFU base reflecting the stricter re tions in the séc m;dnth of
the June quarter. However, higher assumed levels of fiscat-support (at gqmately
$40 billion, total support is about double that in the base) means that quarterly growth
is predicted to be faster than in the base fro Qe September qt@lﬁk\l}l"\is is

estimated to see the unemployment rate p near 9% which is the 10% peak in

S

the base forecast (Figure 2).

11. Overall nominal GDP is similar to the
contributes to an indicative estlmat
of GDP?2.

Figure 1: Real GDP growth

AAPC
40
30
20
10 =
(|
0 X 4
~ = ey
-10 f(\&!g
N
20 NSRS
\\ 'l
-30 ‘\vl'
-40 -40 0 0
w 2 2 24 16 18 20 22 24
o ‘_ - < E“mlr Base —— Elimination
B ) PP e on Sustained stamp out ==--- Suppression

\gﬁ't' ated Mitigated Unmitigated

ed stamp out' scenario, the longer time under level 4 restrictions (3
) results in lower real GDP than in the base and higher unemployment in
. Real GDP growth falls to around -17% in the year to March 2021 (Figure
unemployment rate peaks near 10% in June 2020 (Figure 2).

13. VbhueJhltlally weaker than the base case, stronger growth in activity and lower
unemployment result from the substantial extra fiscal support. Lower activity in the
June 2020 quarter is the main driver of weaker nominal GDP, which is around $26
billion lower over the forecast period. This weaker outlook for nominal GDP drives
lower tax revenue lower, and together with additional fiscal expenditure that is around
$40 billion higher than in the base, sees net debt peak at around 50% of GDP,
compared to an indicative estimate of around 35% in the base.

2 All net debt estimates in this note are indicative and are based on outputs from our economic model — Matai. These estimates
are less precise simplifications than the usual fiscal forecast or Fiscal Strategy Model (FSM) estimates, which are based on
more complete and comprehensive fiscal information, but consequently are less timely. Early estimates from the FSM
suggest a base estimate for net debt of around 40% of GDP. This estimate will continue to be refined as updated
expenditure data becomes available. Given the considerable uncertainty around the outlook, the difference between 35%
and 40% net debt is likely to be within realistic error margins.

T2020/927 Alternative Economic scenarios Page 7
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Figure 3: Inflation Figure 4: Nominal GDP

APC APC $ billion $ billion
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) )
Suppression scenario R
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14. The ‘Suppression’ scenario gen ost in GDP and increases in
unemployment. This reflects that.restrictions emain severe over an entire
12 month period. Real GPP-falls by nearly 1/3. the year to March 2021 (Figure 1)

15. by around $50 billion, and this prevents

@}1

n |}3‘ scenario we capped the total fiscal
icient to prevent substantially higher

prices combine to see cumulative nominal
inthe base, resulting in a sizable reduction in tax

itional fiscal support, results in net debt peaking at

16.@; ‘Mitigated sp SC eéario includes restrictions that are more restrictive than in
the base and /sustained’stamp out’ scenarios, with 6 months spent at either level 3 or
4:This generates [arger drops in GDP and increases in unemployment than in these
3 %’mﬁ the extent that occurs in the ‘Suppression’ scenario. Real GDP

und -25% in the year to March 2021 (Figure 1) and unemployment

% in December 2020 (Figure 2).

17. Relati the base, fiscal support is expanded by around $50 billion, and prevents a
rh\(‘l‘);@savere deterioration. Weaker real activity and prices combine to see cumulative
nominal GDP around $54 billion lower than in the base. Lower tax and higher spending

results in net debt increasing to around 60% of GDP.
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Unmitigated spread scenario

18. The ‘Unmitigated spread’ scenario includes level 4 restrictions for the same period of
time as in the base. In addition, wide spread COVID-19 transmission leads to elevated
morbidity and mortality which reduce peoples’ ability and wij ness to supplylabour

and consume. To partially offset this, as well as respondi ased hza i service
demands, an additional (approximately) $10 billion of fi ing is as u@’ed;
)
19. While not under level 2 alert restrictions, it is unlike ivity woul r%bsqnd/further
than in the base scenario, given international touri il remain severely ¢ nstrained.
Overall GDP growth falls by more than in the base but to‘a lesser nt than in the

other scenarios. )
— /,,,,,\ —
20. Unemployment peaks above 12%, reflec ix'of weakef dém}n from
households, who initially have reservation going a \\ﬁje“iy‘usual business, as
well as less fiscal stimulus than sce @o 4.Inth of current assessments,

nominal GDP falls by a modest $4 billion.and net debt at close to 40% of GDP.

21. While the economic and fiscal i k\a\§/ \Vere as in some other

scenarios, such a strategy c% ] ler st. This may include
considerable loss of life relative to other scenaries ealth sector pushed beyond

capacity thereby endangering health outc N 5 ond the initial COVID-19 threat. In
i s may be und restimated if large sections of the
ate as a reﬁpn@%\ he widespread outbreak of COVID-19.
VA \\\—/‘ /"‘
Weaker world scenafio”
22. In contrast tothe four scenarios al hich consider the impact of longer periods of
domesticrestrictions partly 9y higher fiscal support, the weaker world scenario
illustrates the impact if the rﬁ%@%ﬁom the initial period of weakness is slower. This
bal

coul‘| caused by a er global economic environment than anticipated.
Cave@ (S

9

23. Mh the ba(s\effgr%j}s)ts, there is considerable uncertainty attached to any point
estimate. T ‘\QCeOJ??‘ios involving extended lengths of time at Level 4 assume
substantja itional fiscal support. In addition, this support is assumed to be effective
i e impacts on unemployment. As the time in which people and firms face

) their activities increases, there is a risk that a ‘tipping point’ is reached

T2020/927 Alternative Economic scenarios Page 9
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Economic cost of restrictions

24. Relatively tight restrictions, while beneficial from a public health perspective, come at
considerable cost. Several estimates of the fiscal costs are illystrated above. A

factor that js changeds.

ated scenarios without
e base rem ir\\sg.\ h
as the marginal.cost-0

wthand the

To do this we re-estimate the ‘Sustained stamp out’
the additional fiscal support (the $19 billion of supp
changes relative to the base forecast can be inter
extending restrictions. Figures 5 and 6 provide
unemployment rate respectively.

Figure 5: Real GDP growth

AAPC AAPC — %
30 24

20 20

10 A\ 16

0 12

-10

-20

-30

16 18 20 22 24

—— Base
Mitigated (base fiscal)

—— Sustained stamp out (base fiscal)

recast period result of extending level 4 restrictions from 1 month
d over Wn lower if extended to 6 months.
N D
(T
_/

3 Due to time constraints we do not have the equivalent estimates for the ‘Suppression’ and ‘Unmitigated’ scenarios.
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Annex 1: Scenario results on a March year basis

Year to March 2019 2020 2021 2022 2023 2024 Syrdifference*
Real GDP (AAPC) Base 31 17 -106 112 8 39
Elimination 3.1 17 122 13
Sustained stamp out 31 17 -16.7
Suppression 31 17 -323
Mitigated spread 31 17  -25.
Unmitigated spread 31 17
Weaker world 3.1 @é\/ 8.0
Unemploymentrate (Jun gr) Base
Elimination
Sustained stamp out
Suppression
Mitigated spread
Unmitigated spread

Weake;V@de\ 41

CPlinflation (APC) \B\/
Sust{ﬁietf stamp out

/Sij;{dressmn )

itigated spread . 1.5
itigated sprezﬁ%
Weakgworld 15
Nomin Ilion) 300 314 277 319 346 369
"\\‘ 300 314 273 322 347 368
300 314 259 319 344 365 -25
ppression 300 314 210 276 324 354 -148
ated spread 300 314 231 316 345 366 54
%Jn iigated spread 300 314 272 322 346 368 -4
Weakerworld 300 314 266 291 316 341 -98
o -
d|ﬁere(ﬂ:\€\%ﬁh\e>to base
T2020/927 Alternative Economic scenarios Page 11
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Treasury Report: Wage Subsidy Scheme - next steps

Executive Summary

The Wage Subsidy Scheme (WSS) was designed as a temporary
severe economic disruption resulting from COVID-19. In contrib
during the lockdown, the WSS maintains attachment between 4
helping firms remain viable and protecting individuals from red

supports incomes so individuals can meet their essential needs even when tggy\c\\\,’ t work.
These objectives were designed to allow the economy to hibernate through t e\b riod of
disruption while ensuring it is well-placed to restart and recover once co inmé(;fmeasures

are eased. ) L
—

month) respons the
ingto firms’ wag S
and their employee

. The scheme also

Since applications opened on 17 March, almo s been pﬁd illion

to1.
employees or self-employed people. ')

- ) )

i o o
Applications for the WSS will end on 9 J /hich point New. Zealand is still expected to
be facing economic disruption that will likely- continue for ths. Decisions are
therefore needed on what, if any, fur upport is provided to affected individuals and firms
after this point. While these decisi e not required immediately, early signals of the
direction of travel will provide cert;ﬁz}fdr/firms and(ing
replacement can be analysed, developed and implen
could then be followed with more detail prior to the’end of the current WSS.

0
A major challenge to dec naking is that \AQ\Q/\amnot know with any precision what the

public health or econo;ﬁti situation will be v hen the WSS ends in June. The amount and
type of economic ?{eﬂy&yﬁﬂl be determi fy the public health alert level, and the economic
outlook will be infl QF@@CPP{ how long-each'le

el lasts.

8

o
S

e are at h% rt levels, the larger the impact on firm revenues,
and the more fir e would expect tereduce employment or exit (notwithstanding support
1place). Eveni best case scenario (successful elimination), border
emain in place : the more severe domestic containment measures have
is will h ve\s%v/e\fé impacts on some key export sectors, e.g. tourism and
\ educati/on7

As we look beyo
objectives guide

i. mainta
ii. /facilitati
(¢ N

iii. \Q@portmg incomes to help individuals meet their essential needs

nd Ltﬁt&tﬁr\‘ e month horizon of the WSS, we recommend the following
e ision-making:

ng attachment between firms and their employees

g the efficient reallocation of people made redundant

iv. fiscal sustainability

The balance between these objectives may change depending on the health and economic
trajectory. For example, while maintaining attachment may be a priority in a shorter
lockdown (e.g. 1-3 months under alert level 4), in a longer lockdown the focus may need to
shift to providing more direct support for individuals’ incomes.

We have considered the following options for providing support to individuals and firms
following the end of the WSS. All of these have operational implications that may constrain
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choices, particularly as delivery agencies are facing high resource pressures in the current
environment.
i. Extending the WSS in its current form
i. Extending the WSS in an amended form

iii. Introducing other interventions to support firms and individuals (which couI er
complement or replace the WSS) e.g.:

e Measures to indirectly support firms’ wage c@
e Active labour market policies

¢ Increases to benefit rates and paym

This report sets out our preliminary, high-level th '
further adV|ce if deswed noting that any conside

Recommended Action

We recommend that you:

N
n\d\ 9 June, and that while decisions on next
|gnals of the direction of travel will provide
re options for replacement can be analysed,

a note that appllcau% or 1
steps are not required imr
certainty for firms an(ﬁndlwduals
developed and |s\6 i

Agree/disagree

Agree/disagree

‘\\X/w Measures to indirectly support firms’ wage costs Agree/disagree
e Active labour market policies Agree/disagree
¢ Increases to benefit rates and payments Agree/disagree

¢ note that delivery agencies are facing high resource pressures in the current
environment which may constrain choices.
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d refer to the Ministers of Social Development, Economic Development, Workplace
Relations and Safety, and Revenue.

Agree/disagree

Jordan Ward
Acting Manager, Welfare and Oranga

Hon Grant Robert:
Minister of Fin
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Treasury Report: Wage Subsidy Scheme - next steps

Purpose

1.  This report responds to your request for advice on next steps following the end of the
Wage Subsidy Scheme (WSS) in June 2020, providing preliminary options for
consideration.

Yova
2 It follows the joint report you received on Tuesday 7 A addressgc‘l\omjb\s for
temporary support for low-to-middle income families eriencing sud er{\})‘ro in

income and struggling to meet essential costs.

Context

The WSS was designed as a temporary (3 mo ponse ta tiQe\?&ere economic
%

disruption resulting from COVID-19 - % )
y broader%l response to COVID-

er measures to support individuals, firms
NP

3. The WSS is one aspect of the Gover

e supports incqﬁig&
N )
cannot wo k =/
2.  These obj tlb\é re design W the economy to hibernate through the period of
it is well-placed to restart and recover once

signific on while e
containme asures are eased’(e.g. once we move from Level 4 to Level 2).
3. T % by design,_ hot cover other ongoing costs that firms incur over and

aby ges. Ar ngé\\gf\\b)é er firm support initiatives have been, or are being,
% ed to s/u pp ‘N{ﬁs with these costs, including:
e The Busi é§ Finance Guarantee

S
~__
e The li easures announced on 17 March

o A%@I] onsultancy support services for businesses (delivered through the

/1e business partners network (RBPN) and local Chambers of Commerce)

[

o\Agfguﬁonal administrative flexibility for Inland Revenue in respect of statutory tax
deadlines for taxpayers

¢ A change to the tax loss continuity rules that will make it easier for firms to raise new
capital without losing their existing tax loses

¢ Implementation of a tax loss carry-back scheme that would allow a large number of
businesses to access their tax losses as cash
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4.  Since applications to the WSS opened on 17 March, almost $8.2b has been paid to 1.3
million employees or self-employed people.

5.  While benefit numbers are still increasing (there were 5,766 more Jobseeker Support
recipients at the end of March than at the end of February), Treasury forecasts that the
WSS will prevent unemployment increasing as much as would otherwise have been
the case. And by quickly putting money into the economy, the WSS has been effective
from a macroeconomic support perspective.

6.  Nevertheless, the current WSS is a blunt and expensive . ility is b@a”d nd-the
full time weekly rate is $585.80 (compared to the Job pport (si \gietben\‘ fit of
$250.74 per week). It also has a number of design i ich are di%@sed nder
option one below. \5\/

Decisions are needed on next steps for the WS Q,\L\

7.  Applications for the WSS will end on 9 J h point h( aland is still
expected to be facing economic disrupti ill likely hn\\}efpr many months.
Decisions are therefore needed on i is provided to affected

individuals and firms after this point.

sarly signals of the direction of
ensure options for

nted in time. These early

o the end of the current WSS.

8. While these decisions are not r ,
travel will provide certainty faft fi ‘
replacement can be analysed, developed and.i
signals could then be followed with more 3
) —
... in the context of consi %ncerta;ﬂgg nd the public health and economic
outlook ) )

— |
/”/7 N -
9. A major chall n\g\e/t/cijd cision-making is that we cannot know with any precision what
the public heal tio

tl\l/or onomic situation will be when the WSS ends in June. The
amount e of‘'economi i%y ill be determined by the public health alert level,
and the j outlookm uenced by how long each level lasts.

10. In | longer we are at higher alert levels, the larger the impact on firm
r nd the more fir e would expect to reduce employment or exit
(nc anding support measures in place). Even in the best case scenario
{(successful eliminati s per the MoH chart below), border restrictions will remain in

after thﬁ/mége\ ere domestic containment measures have been eased. This

will have S&Y{@\m@acts on some key export sectors, e.g. tourism and international

educatio
Fimma{mast 19 rmanthe)
/ \ Level
( \”\5 | Mitigsted read B | =l l 4
" sopn - = = 8
Sustained stamp-i-oul - . I 2
1

+ 'With high levels of sonder control

11. For the purposes of thinking through how support options may differ by health and
economic outlook, we have considered the following four scenarios, the first three of
which are in line with those developed by the Treasury’s forecasting team (based on
MoH health scenarios).
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Under all four scenarios, firms will be operating in an environment of weak domestic
demand and global recession, which translates into a much lower level of economic
activity. The forecasting team assumes that under alert level 2 the economy operates
at levels 10-15% below normal; at alert level 3 approximately 25% below normal; and
at alert level 4 approximately 40% below normal — though notes these estimates are
the subject of considerable uncertainty.

Short lockdown L4: 1 month (to end April 20) L%onths (to Marr@é&

Medium lockdown L4: 3 months (to end of June \<; onths (to Mardh\2021)
20)

Long lockdown L4: 6 months (to end of Seé)/\%\b/months (to Wn‘{h\iom)

Variable lockdown Levels vary by month@{@/qr region

Under a short lockdown in which level the end| oﬁApmany firms will be
able to re-open and return to near- fuII ion relatively icglyﬁ e. late April
onwards). However, some sectors %&operate or face
considerable limitations (e.g. tourism,i d%&n ntertainment). While
some displaced individuals may be awle move quickly into'new work, MSD forecasts
that around 200,000 will move s over the next year. These
people will need to move secto finding a job.

- )

Under a medium lockde wrrm which Ievel _is lifted-at the end of June, only essential

e 100

generate sufficientrevenue’to cover ik n-wage cash costs (such as rent and
(% wn, more people will move into the welfare

Under a ﬁ d{)wn in whichlevel 4 is lifted at the end of September, only

essenti i firms will o operate for six months and high number of

othe ill problems with solvency. Following the lifting of level 4, level 3

%mam in ;%ﬂthe following 6 months. With mainly essential services
ting for & ear) ny firms will face problems with solvency. The number of

oving w%ﬁ Ifare system will be significant, and they will likely spend

en fonger th/e shorter lockdown scenarios.

Under a s@;%w ere lockdown varies by month and/or region, firms will be unable

ue to uncertainty, and some may remaln frozen even when Iockdown

The balan'cebetween different objectives will change as the economic situation
changes

17.

As discussed above, the objectives of the original WSS were to maintain attachment
between firms and their employees (with benefits to both), and to support incomes to
help individuals meet their essential needs, even when they cannot work.

18. As we look beyond the three month horizon of the WSS, we recommend the addition of
two further objectives to help guide decisions on the provision of further support:
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i. Facilitating the efficient reallocation of employees to other areas of the economy.
This objective acknowledges that some firms will not remain viable — either because
of underlying weaknesses that have been exacerbated by the shock, or because
they operate in sectors which may not be able to restart for some time (e.g. tourism).
In these situations, maintaining attachment may be less important than supporting

people to move into more viable parts of the economy.
ble. The Trea
f the COVI[}l

al policy tg be

ii. Fiscal sustainability. Options should also be fiscally sustain

mend
borting
et

e endlture S tlmehmlted will make
C %rétamed for a stimulus
y recover.

returning to surplus much easier.
once the containment period is

19. The balance between these obj
economic trajectory. For ex hment may be a priority in a
shorter lockdown, under a Ion e lo kdown it ma: e less feasible and the focus
may need to shift to providi dlrect< ort-for individuals’ incomes.

N/

Options % o

&)
)

20. Inlight of the sce(rj@}ie and objectj %Lésépi”‘bed above, we have considered the
following opti ns\for@rowdlng supp o] iﬁdividuals and firms foIIowing the end of the
current WS \‘%I e{ : ]
choices, iCl
current

. . he Wsswrrent form
i |ng the Wé@w ap’‘amended form
Intl’oducmg/oth kfventlons to support firms and individuals (which could either
ompIemethr Tep ace the WSS) e.g.:

o s to indirectly support firms’ wage costs
labour market policies

creases to benefit rates and payments

‘///7

)

21. The fof(owmg table provides an indicative summary of how these options relate to each
other and could / should be deployed under the four scenarios above:

.
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Options for support fr m\hd of WSS (June 2020) .
V5 ¢

/ 7‘\
At L4 AtL3 AtL2 ‘ ‘/\\J\\‘ Explanation
Scenario Recommend to have a gradual shift from more comprehensive pﬁ%ﬁ ﬁnh{ugh the wag s\ub@ and time-limited income support during the lockdown
phase (where you are more heavily prioritising income suppor tachment com your fiscal objective), through to progressively more targeted
forms of the subsidy and a stronger focus on active labour rrl'{é,t; oliciés to suppart recovery’and labour market reallocation (and leaving fiscal headroom
for these St% asures) as | k&bM (adually decreases.
The longer the period of readjustment, the more thereds \t rebalanc \%grtmg all affected firms, and from supporting workers primarily via
their employers, to targeting support to some |rms and sup rtgn ncrease in displaced workers and households directly.
11 mon hﬂéprll - %gmg\ag}o?t term of 3 months labour force attachment can be somewhat
“prioritised over fiscal objectives. The WSS can be broadly implemented to best
Short 1 month (March — |~ ___support labour force attachment.
. |
lockdown April) N/A ‘ \})nce policies could be in place for longer (such as under L2) fiscal objective needs to
Current WSS C ~,,,beéome considered more in order to leave fiscal headroom for stimulus measures.
7 - // Recommend for the next 3 months the WSS is amended to target attachment to
x5 ALMPs— those hardest hit under L2. Complement this targeting with amendments to Firm
™ Support to support labour force attachment where possible.
months (Jui ) . . L
In L2 we will have more certainty around the need for reallocation in the labour
Amended WS . . L . L .
. 3 months (March market so right time to start significantly investing in ALMPs for newly displaced
Medium mo from June + . L .
—June) N workers, especially considering that most types of ALMPs only make sense during a
lockdown ddi ome .
Current WSS - recovery phase rather than during a lockdown.

Additional income support for the large numbers of unemployed to provide income
support to those who have faced an income shock.

Long lockdown

6 months (March
— June)
Current WSS +
amended WSS

N/A

As above for a broad attachment objective for first 3 months.

As above as policies are likely to be in place longer the fiscal objective needs to
become considered more in order to leave fiscal headroom for stimulus measures.
Recommend for the next 3 months the WSS is amended to target attachment to
those hardest hit under L2. Complement this targeting with amendments to Firm
Support to support labour force attachment where possible.

Some workers will have become displaced during L4 and investment in ALMPs could
start increasing during L3 (where possible under L3 restrictions).

Additional income support for the large numbers of unemployed to provide income

T2020/864 Wage Subsidy Scheme - next steps
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supy@o thosewho have f; anin

. Continual movements between all Alert Levels which cannot be
Variable

lockdown

forecast.
. ] r stimulus L
Amended WSS + additional income support + ALMPs \Xe . . .
mended WSS-supports attachment where possible, additional income support for

] the large.nu %r\@‘ unemployed who have faced an income shock, and ALMPs

eunc rtafrfty to emp \r‘&a\:(gw{)rkers caused by the variable lockdown means
hey wi erate as if in@con t state of lockdown and need support as such.

— Howevef the durati bf\ e/ﬁn variable lockdown makes a continuation of the
@x t WSS fiscally tainable and leaves significantly less fiscal headroom for
ate res

support reallocation during times when this is possible
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Option one: extend the WSS in its current form

22. The WSS has been well suited to the sudden nature of the COVID-19 shock, and
compares favourably with other schemes, on some dimensions (see annex 1 for a set
of international comparisons).

23. However, the WSS is still a relatively untargeted mechanism: This makes it a
inefficient way to achieve attachment and income support ghjectives and red iscal
headroom available for other measures during lockdown/and recovery. Thefollo

terided for afurther{{vﬁe\eks
=
N>

graph illustrates the cumulative costs of the scheme
under long and short lockdowns:

$30b //f§§§3§‘
$25b <§§§§;%/
$20b

rt Level 4 for 6 months
°15b $11.8b511.8b @Iert Level 4 for 1 month
$10b

S5h

is not a good proxy for likelihood of staff lay-offs, and
rehensively enforced under the high-trust model.

m payments means the scheme cannot adjust rapidly to
rt levels or business circumstances.

reduce productivity growth and hinder the economy.
(

iv. @gﬂat-rate payments for full-time and part-time FTEs do not reflect income by
others in the employee’s household (and allow multiple payments for people with
multiple jobs).

24. Moreover, since the WSS began on 17 March, other measures have been introduced
or proposed to support businesses to maintain solvency and liquidity in the face of the
immediate shock and to develop plans for operating at different alert levels. These

1 The WSS is also adding complexities to some employment relationships e.g. due to uncertainty
about how it interacts with employment relationships, and disagreements about some aspects of the
policy design (notably recent union lobbying around perceived employer “double-dipping”).
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include the Business Finance Guarantee (BFG), and a proposed package of further
financial support (detailed in paragraph 31 below). These measures means firms are
no longer solely reliant on the WSS.

For these reasons, we do not recommend extending the current scheme in existing
form.

Option two: extend the WSS in an amended form

26.

27.

28.

29.

The WSS could be extended in an amended form to addre eissues d|§:us§ed

above, and improve its ability to support your objectives ample, it.c | better
targeted at lost earnings or firm viability, the rate clﬂ: educed, or sch e cap
could be re-introduced. In the case of a short or mediu ockdown exte \}? the

scheme at lower cost would reduce the shock of “cliff-edges’ for firms .and workers that

for appli 3a\o?§u til 9 June. While
there is a clear case for changes to setting 9 June should New Zealand no
longer be on alert level 4, it may be ant restrictive changes

Consistency with announc é%l NS
as being open until 9 Jun%( s)may rea

apply under current settmgs ntil that date

\Fﬁe has been communicated
ect that they will be able to

apply for the wag dy to have, alrei plied by 23 April (the earliest date that
New Zealand /wﬂ} ‘ alert leve I\{%b cause the lump-sum payment incentivises

early uptake fh’ ;m 2 'kely to be relatively few firms entering the

s.would be relevant to.

e cheme and reducing costs are:
e Subsidy unt (currently flat<rate $585.80 for each full-time; $350 for part-time;
ding to{qp{w% median wage)

| ency of ‘}n\\gn}\s\/(currently 12-week lump sum)
N I/glblllty cr/te:lé%
\

%
>
—
—
o
=+
QO
=
)

rently 30% revenue drop; must retain staff)
Options Id”c/)etter target the WSS include introducing a:

a T r reduced income, for example by topping up wages (to a cap of $585.80
current rate) for workers on reduced income (such as due to reduced hours).
| ovides more tailored payments that reduce the marginal cost of labour for
“ ‘\@n\s that need it, while supporting adequate incomes. This approach would add
\sigﬁificant complexity and provide implementation challenges for MSD, but it may
be possible to deliver it as an ‘in-work tax credit’ by Inland Revenue.

b Lower, proportional rate, for example a 25% subsidy on wages, capped at 25% of
the median wage, paid fortnightly to an employer and covering all employees (with
no requirement to pass-on the subsidy or retain employees). This would be
administratively simpler than a top up payment (though still not possible with MSD’s
systems). It would also be agnostic to worker movement between firms.

c Explore linking eligibility to access to other proposed business COVID support
schemes, as an indicator of business viability, for example the tax loss carry back
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or Business Finance Guarantee Scheme (BFG) proposals. MSD has indicated that
this could be achieved simply through a self-declaration of access to other
schemes. However, the details of these business support schemes are not yet
finalised, and officials have not had time to model the reduction in wage subsidy
eligibility that would result or work through the implications for interactions between
schemes. It is likely that this would disadvantage smaller enterprises and self-
employed people, who are less likely to have the sophisti atlon or scale to ess

these other schemes, so limiting this requirement to lar,
appropriate. In the case of a link to the BFG, outcom
commercially-driven decisions of banks, which will
government’s broader employment attachment

As targeting is administratively more complex, We a
simple options, including:

scheme?.

e Excluding the self-emplo % sole trad
current scheme cost). The
groups (as there is
support objectiv
rate). We unde

the costs of $/Q|§I\ sands

f Making pé)%qerﬁsxhonthIy,%%

firms an

\/\\

SS% attac
hloyment relationsh

the

Dhcos.

ake up approximately 15% of

i%k') ctive is not relevant to these
jhthe welfare system (though at a lower
support SMEs, that would help meet

0 be preserved), and its income

dyed individuals, are also being considered.

uld allow the scheme to target payments to
\;d}aals inn dependi [ i
introducing a pe 'rm&po target small firms that might find it harder to access

\ ¢
I\Jarrowmg/ehm\m particular sectors such as those considered strategically

important, Or\m()s ikely to warrant support in the recovery.

—/
or a 12 week extension of the scheme with these options are as

30. Indicativ
foIIov%
Long Short
Yo \ lockdown lockdown Comment
‘ \\ (Level 4, 6 (Level 4, 1
months) month)
Current Wage Subsidy $10.9b $7.0b Cost falls slightly ynder extension with long lock down
due to redundancies
Targeting options

2 The $585.80 rate under the current scheme is 60% of median wage, but applies to a smaller group of
firms than in this reduced rate proposal, which presumes a universal payment (ie. no revenue drop
test and 100% uptake).
3 Costings are order of magnitude estimates as they are strongly dependent on assumptions around

firm behaviour, economic conditions and uptake.
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a) Top-up for reduced income (to $585 cap) | $6.9b $2.6b
Cost does not vary significantly by scenario as this is a
b) Lower proportional rate (25%, capped at $6.6b $6.6b universal payment for simplicity (no revenue drop test);
25% median wage) ’ ’ Higher rates would cost proportionally more. A 45% rate
has approximately the same cost as the current scheme.
c) L{nk eligibility to other COVID-19 Not modelled
business support(s)
Blunter, cost-saving options
d) Reduce rate ($254 Full time/$152 part Y
time = 25% median wage) »4.7b 53.0b ‘/( =
e) Exclude self-employed/sole traders $9.5b $6.1b )
Not ctﬁg}rtam due to rxe ?ssble scenarios, and
f) Make payments monthly »10.9b modelled @m ictable firm respon rt Level volatility
g) Reintroduce a cap ($150K per employer) | $6.8b $4.39/'\\
h) Narrow to particular sectors Not modelled J 905t likely prop tl to}ue of economic sector
targeted ‘
Different WSS options may be preferable i d@%ckdow rieé

31. Short lockdown: if an amended wage subsjdy is COI—?H\ ded at alert levels 1 and 2, the
preferred approach is a low-rate; lowfiscal cost sc emet inimise distortion, enable
labour market reallocation, r iff-edges for firm d/ at the end of the scheme,
and support strategic sector;%e ‘ | i

(options b, d, g, h).

32.  Medium or long lockdown

ms
X;@ecpnomlc activity and risks to employment.

direct
Even in these cases«we would s a more targeted subsidy than currently to
period in alert level 3 or 4, and to enable some

use at alert levels 3 and 4, which pose

vn: in the cas cling between alert levels, settings that increase

re de3|r e (options a: top-ups for reduced income; and b: fortnightly
hese t reduce the deadweight associated with the scheme,

is not ye \olgari irms and workers will actually significantly change their

haviour in res e& olatile alert levels.
(J
Operatiopal constrai ‘

ts <

34. Operationa iderations may place constraints on the options for significantly
amendin e scheme, beyond simple, blunt changes. We can provide further advice

35. Because of the time needed to work through operational requirements and trade-offs, It
\yno be possible to commit to more complex targeted options in announcements
before 23 April.

36. MSD delivers the current wage subsidy, but significant manual processing is putting
severe pressure MSD resourcing for other core activities. Extending the scheme will
continue this pressure on MSD, at a time when increased benefit claims will be putting
further pressure on its operations. MSD is unlikely to be able to deliver more complex
targeting options such as variable rates, top-ups by June. The lowest risk operational
option for an extended MSD scheme is to make repeat payments (which could be at a
lower rate) to all recipients of the current scheme. This would incur significant risk of
overpayments for firms which have laid off staff.
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37. IR could potentially design a more complex subsidy scheme, such as the ‘top-up’
option. However, the cumulative impact of COVID-related changes to tax systems
may require IR, at a minimum, to sequence the delivery of initiatives and that it may be
unable to handle related customer contacts as a result. Adding the administrative
burden of an amended wage subsidy to IR systems would add to these risks and may
jeopardise its ability to implement, amongst other things, the timing of automated tax
refunds and proposed changes to business tax settings. IR ould be partlcularl
concerned if the proposal required it to collect information does not cur
collect through existing payroll or other reporting mechanis

38. IR can provide further advice on the feasibility, timelines ade-offs eqm\ed i
implementing options presented in this paper that ¥ wish to ex er.

~

39. When deciding whether to amend or end
complementary interventions that should,
partly substitute for the WSS (such a
a WSS, by helping to support reallo
income support (such as option 3¢)

onsidered In §0r‘ne cases these can

. In oth sﬂ?(ey will complement
s\ ch has o& a;and 3b), and / or

3a - Measures to indirectly meet@ Je cost ( pértlng solvency and
40. Supporting business sg

liquidity)

yand liquidit |§ cntl ‘to maintaining employment levels
of firms that are not abl orate proper ( -e-firms that have sufficient liquidity can
use cash to preserve theirre atlonshlpswnb ir most critical employees). Ensuring
firms remain solveﬂ C \@Ha}o support job creation in the short and
medium term once their
)

(
41. Achieving qu;u

Looking béyond when t nt WSS is scheduled to end in June, and given the
interconnections wi Qr/ port, it is useful to consider strategically what the best

42. Decisions around the \gis and firm support measures are therefore intrinsically linked.
@éc nisms areWVé your objectives in a coherent and streamlined way.

./ .
43. s currently de |g
WSS by supp 0

the firms support policies put in place aim to complement the
}he non-wage costs (i.e. they assume the firm can access the WSS
ers could choose to keep this interconnection by amending the wage
make complementary changes to the level of support for non-wage

Replaclrkih\e SS with a broader subsidy for firms

44. It coul/be possible to use some of these firm support measures to support labour force
attachment in replacement of the Wage Subsidy scheme. Such measures would
essentially replace the wage subsidy entirely with a broader subsidy for firms to help
them meet both their wage, and non-wage fixed costs. In effect, changing the form of
subsidy provided.

45. This would affect the flexibility firms have in deciding how to use the total subsidy. This
may improve targeting of support toward more productive and hard to replace
employees, and help free firms up to make decisions that preserve the business. For
example, a firm is more likely to choose to make lower-skilled employees redundant,
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and focus the residual cash on maintaining their attachment with highly skilled
employees, and other fixed costs.

46. The key trade-off is that by removing the WSS and expanding firm supports may not
support wider labour force attachment to the desired degree (i.e. firms are likely to let
more employees go as a result of this shift in support). Increasing firm level supports is
also unlikely to address the challenge of those employees that do transition off the

47. Moreover, we expect the firm level support would need

Amending firm support to complement any amendments.to-tf

%\pquage that i c%ﬁ;tly being
road.ih application, but-are particularly

ignifican ‘e(; a@ Es.

48. You have been briefed on a business assist
developed. The measures are designed to
focussed on medium and large firms of e

49. The draft business assistance packa e%\?g

i. Implementing additional cons ta%:% port serem:\s orbusinesses through the
regional business partners 'k (RBPN) and ‘IQQaI\\Cjaambers of Commerce.

ii. Providing Inland Revenue%,a ditional adm
statutory tax deadlines-for taxpayers. ~

Qé;‘\ L Q!

tinuity rules

ir'existing tax loses:

VAN \ \,/‘/,‘

iv. Implementation of atax loss cckscheme that would allow a large number of
0SS

iii. achangetothet

as cash.

50. Thesep
non-wage cash.costs firms will be facing (such as rent and insurance

ese policies as currently crafted are therefore complements to the WSS.

51 her firm supports to also cover wage costs, we would

. g or exp n%/n f
<<§£ nd that %\%(ﬁ support incentivises employers to maintain attachment
ith their mos;/p% employees. This will support efficient re-allocation and
uld increase”\prg luctivity over the medium-term.
)
52. Policies a cﬁeveloped to support medium and large firms of economic
signifi are more focused on commercial policies rather than direct funding
'/ Bro

ader policy responses to support firms may also be later developed.

53. Ip‘/é’d\@a! on is made to progress with an amended WSS we recommend you consider
\ether further work should be done to scope possible changes needed in support for
firmsto complement the amended WSS.

3b - Active labour market policies

54. Active Labour Market Policies (ALMPs) typically focus on employment brokerage
(including job search assistance), work focused education and training (including job
readiness), and employment opportunity creation. In New Zealand, ALMPs are usually
targeted at individuals, with some government-funded job creation. ALMPs
complement income support measures to support people to find, and stay, in
employment.
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55. New Zealand has an existing base of ALMPs, the majority of which are delivered
through MSD to benefit recipients,-people affected by seasonal work lay-offs, and
people affected by business closures (where an affected business engages with MSD).

56. The existing array of ALMPs continue functioning at all COVID-related alert levels.
During alert level 4, continuing ALMPs include online training, online and phone-based
job matching services, and MSD’s work brokerage service and Rapid Response
Teams, both of which continue by phone. Other programm ill be reactlvat
changes in the alert levels allow.

57. MBIE sponsor a smaller range of policies and pilots that are.targeted to pa thr
populations or demographic groups, regions and/oyindustries. The ed& Dn sﬁtem
provides employment related education and training,

ding vocatio |ng,
micro-credentials and core skills for adult learners.

58. As ALMPs are designed to reallocate labo n e effective by
themselves at supporting labour force att uring the shutdown of the economy.

They are best suited to complement any in support ures'taken as part of the
recovery phase. <Q/

59. Many of the people and businesses in need of SUppOI %recovery will not have
interacted with government for@és\e ‘before Qarg/ ave different needs to those
who have been recipients of services befal D-19. However, there were

similar impacts during the gl fménmal crisi lessons on how to deliver these

programmes and servi géa}tﬁhat time co E vh on to support both consideration
of the programmes t red and how we- best deliver to them to this group.

60. In response to th

rlsis, Gov Y\$Bnt has already made additional ALMP

ion of $200 million for redeployment support,
|nclud|ng allqcanon/of/%28 205 miltion to_support forestry worker redeployment in
nd$6  million to support redeployment of forestry workers on a national

way. o~

to ben%\r%ﬁ% and payments
eo

— . .
61. here are a réng come support measures that could be introduced alongside or

after the W%ﬁfs‘/ﬂhese measures could assist with:
i. Inc oothing: providing temporary support for low-to-middle income families

ience sudden drops in income and struggle to meet essential costs;

ii. / ct\ adequacy: addressing concerns around adequacy of current system to allow
\ia /|I|es to meet essential costs, particularly in the context of COVID.

Income smoothing

62. Officials presented joint advice to Ministers on 7 April on options to better support low-
to-middle income people who experience a significant reduction in their income and
struggle to meet essential costs [T2020/920 refers]. Options canvassed in that report
included:

e Option 1: Time-limited weekly payment (paid instead of a main benefit)

e Option 2: Time-limited weekly top-up payment (paid alongside existing supports)
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o SAA)(N(V)

63. MSD has done further work to refine the implementation timeframes of options 1 and 2
since 7 April (previously estimated to be 2-3 months) as indicated in the previous
advice. These payments could be implemented in around 4 weeks (option 2) and 6
weeks (option 1) if some variations are made to the design of the payments. MSD is
continuing to develop these options and further information can be provided to
Ministers.

64. Temporary (rather than permanent) increases to benefi nd payme,ﬁts’\quu be

' rly if target dt‘q\tho e with
some pric W| will be
disproportionately felt by low income households. ‘Pegple’s abilities @eéa\djust their
circumstances, in light of any reduction in j@e, aré also more i

containment phase. Tax credits and perso aK{‘aX rate reductions_are> other potential
mechanisms for income smoothing. ‘/\\

- \ND )
65. Note that the implementation timefr 3 these-interventions mean that
decisions are required relatively so in place at the current end of the

wage subsidy scheme. Extendi

interventions in place. %
Income adequacy % \

_/

66. The advice in this pape \aTKdlng incom q@i quacy is preliminary, and further detailed
analysis on options /i gghir‘ed, inclt}dj 191
constraints. (N

\\D )
isefy Group (WEAG) provided analysis that

A
67. The Government's”We
showed many-individuals and
enough income to meet essentiat ¢
unlikely to,have énough income. for

receiving a main benefit are unlikely to have
s, and some low-income working families are
modest level of participation in NZ society. The

adults @Othout children, and couples (with and without children).

68. The- analysis com |&§|/ 2d’by WEAG used six example families, and identified the
osts of spendi ~ go(e or basic items (e.g. rent, power, food and transport).
perienced put%eséd%/isors reviewed the assumptions made in the analysis. The
lysis shovveﬁ(thai come from benefits was not enough to meet the costs of core or

basic ite N
69. Officis that while the WEAG’s analysis is robust, and provides a well-

ase for the inadequacy of current income support settings for both

(u ihg\§ ple families) was necessarily limited in scope. Some aspects of the WEAG
aﬁé{yé/is are open to challenge (though this does not undermine the central
conclusions). Further work is needed to understand the scale of the issue [T2019/2023
refers], and the income support rates that officials would recommend in the long-term.

70. The Government introduced a $25 per week permanent increase to main benefits on 1
April 2020. While this will provide a significant increase to the living standards of low
income New Zealanders, adequacy issues remain. For example, WEAG recommended
a $100 per week increase to the rate of Jobseeker Support (single), and significant
increases to the Family Tax Credit (for families with children).

71. Income adequacy issues are likely to be felt more widely as more people make use of
the benefit system. The fiscal costs of further increases to benefits to address income
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adequacy are substantial, and the impacts on work incentives are also important and
would need to be considered further (i.e. the ‘iron triangle’ of adequacy vs cost vs work
incentives).

72. There are two broad options available to address adequacy that you may wish for
further advice on:

<’\
’/
73. This option would introduce a time limited ‘CO n benefit
recipients for the next 6-12 months.* This approac similar tha taken by the
' sth&ng
t

Temporary increases to benefit rates:

i. Temporary increases to benefit rates; and/or j %
ii. Permanentincrease to benefit rates. ";7
pplement’ for

Australian Government. The advantage of this proach is that St rts both existing

me toadjust to a lower
income, while also supporting existing cing demand for
hardship assistance to some degree®, ~ i &m/that the payment rate
is temporarily higher than current eted than most of the
income smoothing options® propos uesday [T2020/920 refers]. A
challenge to any temporary incr ""s to enefit raté is- m e urnlng to the earller rates.
Some individuals are likely to

to a lower income.

74.

advantaged through the change (by having
e “income support system) and would be
rationally and legislatively.

significantly easu\ar Ya /turn -off’, |

Permanent increases to-beénefit rates; —
75. This option would increase b
nent increases
den

it’rates on a permanent basis (other options include
5 n o the mily Tax Credit). The fiscal cost will be highly
n both th of the increase, and the numbers expected to be on

and for wha ratt 0. The main distinguishing feature of this option however is

‘ panence e/r ore caution is needed with respect to the impact it would
ve onh your png scal position.

76. Further w @f)thi be needed on longer term structural changes to consider
[ i other support (eg firm support), labour market and tax arrangements,
g-term fiscal position.

i nt uncertainties over the economic situation would lean towards making
temporary and shorter-term decisions now, providing time to determine what scenario
vveiare/in and to consider the wider interactions of any longer-term structural changes.

4 For example, our preliminary calculation using BEFU 2020 benefit forecasts suggest that around
$600m might fund a supplementary payment to all beneficiaries of either $25pw for 12 months, $50pw
for 6 months, or $100pw for 3 months. The costs of equivalent increases to benefit rates would differ
due to flow on impacts to other payments.

5The effect on hardship assistance is uncertain. Unless the increase is substantial, the effects on
hardship assistance may be minimal, but an increase large enough to eliminate hardship requirements
for most MSD clients is likely to have various trade-offs (e.g. fiscal cost and relativity to wages).

6 Note however that options 2 and 3 in that Tuesday 7 April advice could also be extended to current
beneficiaries.

T2020/864 Wage Subsidy Scheme - next steps Page 19

BUDGET SENSITIVE



Page 85 of 175

BUDGET SENSITIVE

Preserving a level of fiscal headroom retains some future choices for other government
interventions including future fiscal stimulus (which might be delivered via the benefit
system). If Ministers want to address the income adequacy of benefits now, Treasury
recommends a temporary increase in assistance. This would provide a least-regrets
approach: support could subsequently be made permanent, or withdrawn, once the
medium to longer term economic and fiscal picture becomes clearer and interactions

with the labour market have been explored.
/&
Next steps ‘ \ N

78. Following your feedback, officials will develop furtté%ce on any._ of x%g)referred
options from the following set: A

i. Extending the WSS in its current form

i. Extending the WSS in an amended fo \
iii.  Introducing other interventions to.s rt/firms an s (which could either

complement or replace the WSS) e.g.:
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Annex 1: wage subsidy schemes — international comparisogm
Q

NZ Wage
Subsidy
Scheme -
key
features:

Australia

$585.80pw for full time.

~60% of median weekly wage

Paid as a 12-week lump sum to employer
Scheme =3 months

Working hours can be reduced by up to 100% (by agreeme
Estimated fiscal cost NZ$8 — 12 billion (3-4% GDP).

Includes self-employed.

Firms will be eligible if they suffered or are projected to er'at least a 30%

and the end of the scheme in June 2020.

Includes NGOs and self-employed
Firms with turnover over $1 billion mus
Working hours can be reduced by up to
employee and employer.

Paid to employers to pass on. w

agreemen betweén e 30% revenue decline eligibility test

).

R

—

evenue compared to last year for any month between Jan 2020

COVID-19 (e.g. engaged with their bank/financial advisor).

o Fortnightly payment
e ~70% medium wage

e Scheme =6 months

the first S$4,600 of each
Paid to employers to/pas

Include self-employed.\g

Initially (for April) the sch \pgges government co-funding of 75% of | ¢  Scheme is sector specific after April (75% for aviation, 50% for food
or
s

—
UK Must be paid 80% of furloughed loyees’ usual month \w@e costs, e Only for furloughed workers
up to up to £2,500 a mont e Any employees placed on furlough must be furloughed for a minimum
Scheme =3 months period of 3 consecutive weeks.
Includes charities.
Paid to employem >
Ireland Scheme =3 monﬁ§\§/ e Subsidy is based no 70% of weekly average take home pay for each
Paid to employers (N.B. through retrospective reimbursement to employee up to a max of EU 410.
employers). % e  Firms must demonstrate a 25% revenue decline due to COVID-19.
Singapore

r's monthly wage for all sectors. services and 25% for all other sectors).

e Scheme =9 months
e Paidin 3 12 weekly lump sum payments.
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Canada e Objective: prevent further job losses, encourage employers to re-hire (P SubsidWovides e
workers previously laid off as a result of COVID-19. \ﬁgy) per week),/
e Scheme =3 months —~/ //—
e Eligibility: firms must have a drop in revenue related to COVID-19 of a (
least 30%. \s
e Includes self-employed and non-profit organisations and charitie@\ %
Germany e Temporary employers are also eligible. ) e Pr Vrdes\@@% of lost wages
e Scheme = 12 months (can be extended)
i implemented in the GFC, expanded in response to COVID.
ust demonstrate that demand for goods/services will be at least
of employees must be affected by a loss of earnings of more than
—___10% of their monthly gross salary.
e Scheme’s applicability o a NZ setting is difficult based on the difference
) in social security settings (ie Germanys Unemployment Insurance).
Denmark e Paid to employers to pass onto em e The scheme is only for employees who are not working.

e Employers cannot terminate employees

compensation.

90% of wages up to a maximum of DKK 30,000 per month per covered
full-time employee.

Firms eligible where would otherwise terminate either at least 30% of
their staff, or at least 50 employees.
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THE TREASURY

Treasury Report: Southern Response Dodds ca@@@g /;&

A,
N

Date: 14 April 2020

Report}&O\

720201998

File % 7 CM-%{-&: \7""~(—P}anningand
Monitoring),

Action sought

Deadline

Minister of Finance

(Hon Grant Robertson)

Agre }n{% Southern
position that the appeal
Q%il\l’h‘ of Appeal on an in-

15 April 2020

(Hon Dr Megan Woods) \ /\\

Minister for Greater Christch qﬁﬁ ree with Soﬁm\mponse’s 15 April 2020
Regeneration o @sition that the appeal be heard by the
ourt of Ap n in-person basis

Contact for te@% disc

us%nk %\required)

Name Mosition _

Telephone

1st Contact

s9(2)(K)

Shelley

Pgance

David St W Principa
f@ R Commerci gerformance
|

hbﬁpgsworth %rgek\?ommer0|al

s9(2)(g)(ii)

v

Minister’s @&ctions (if required)
—

‘ Return thé\s\gr}ﬁq report to Treasury

Note any
feedback on
the quality of
the report

Enclosure: No
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Treasury Report: Southern Response Dodds case timing

1.

10.

11.

This report advises you of a development in the Dodds court proceedings and seeks
your agreement to Southern Response Earthquake Services Limited’s (Southern
Response’s) intended next steps in relation to that development.

Southern Response’s appeal of the High Court decision in Dadds v Southern
Response is due to be heard on 5" and 6" May 2020.

ractice Nwo <mr
does not ppéa to/be
one that meets its urgency criteria. Therefore, the Court is-proposing to a(;ljoum the
appeal to a later date, with that date to be determlne onge the Alert Level has been
lowered.

The Court of Appeal advised on 9 April 2020 that in tern

eding on the schec uled date with

0 confe thctnlab) if there is a pressing
hat whil% llihg remote

fully developed by 5 May 2020.

The Court has advised that it will consider
remote participation of the parties and jud
reason for that. The Court does note,
technology, it is unclear whether thi

If Southern Response or the D slelals
to proceed on 5" and 6" May, t t has ask ﬁ'x

Wednesday 15 April 2020.
WIQ\&t posmont bod will take, we understand that in prior
ponse’ s)eg unsel, the Dodds have indicated their

set dates eve\?m y video conference.

While we do not yet kn
discussions with So
preference to proc

WA Ifaw and we understand from them that the
enting Southern Response in the case consider
d were it to take place by video conference link.

| \ger of subs% gal issues which include complex inter-
and nuances which are more difficult to effectively discuss by video

than in p r% challenge is likely to be accentuated by Southern
ng split between Auckland and Christchurch, especially if

ec%sgol gy is not fully developed — as it indicated is possible.

that the ap ea!“\Woqu be disa '\'/anra €

éason for (\3/61 peal is so that the Crown and Southern Response can gain
greater cIa onimportant legal matters so that they can potentially be applied to a
large nur outhern Response customers who may be in a similar legal position
to the (b)(ii) and there are, therefore, substantial fiscal
i arising from any Court of Appeal decision, especially its clarity and

com siveness. s9(2)(0(v)

While there is clearly a trade-off between timeliness and potential decision quality, it is
unclear how much time will be lost — although it appears likely to be only a few weeks.
This, therefore, appears unlikely to prevent a decision in Dodds occurring prior to any
Supreme Court decision in Southern Response’s other significant proceedings (Ross v
Southern Response). We understand from legal counsel that the Supreme Court is
seeking to arrange a fixture in the week of 15 June and has sent out a notice inviting
responses on that date range. We note that there is likely to be a long lead-time yet
before substantive issues are heard in Ross.

It is possible that the delay might be measured in a few weeks as most of the written
submissions have already been filed (with the last ones expected by the end of this

T2020/998 Southern Response Dodds case timing Page 2
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week) and no witnesses need to be presented. However, this will depend on the
Court’s schedule and changes in alert levels. We understand that current available
dates for a 2-day hearing are 17 and 18 September 2020, but Southern Response’s
lawyers have advised that the Court of Appeal might make available extra hearing time
in light of the current situation.

12 S9QOM)

{ lon curr ntl
terms of the risks associated with videoconferenci C
timeframes, we consider that the best path is for the ing to occur in er on.

BN

13. The Crown took over the conduct of this case S9®)

@ _shareholding Ministers

of Southern Response, we are see %@r concurr outhern Response’s
intention not to press for a hearing-on 5™ and 6™ of May 0 advise the Court of the
reasons why it considers the h%h Id occur ] .

14. If you prefer that Southern Rg%onse submit t
hearing to occur by video confe ence on 5" a y, we will advise the company

accordingly — and wou ee\b\to do so well before he close of business on 15 April
2020 to enable Sout onse tomf e Court prior to 5pm that day.

Recommended Acﬂon\

e/
We recommend ha\ty;)u egree wit S% Response’s position that the appeal be heard
by the Court of Appeal on an in-p basis and that the company not press for a hearing
ay 2020.

Agree/disagree.
Minister for Greater Christchurch Regeneration

Hon Grant Robertson
Minister of Finance

Hon Dr Megan Woods
Minister for Greater Christchurch Regeneration
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T2020/883: Commercial Performance COVID-19 State of Play as at 15 April
2020

To: Minister for State Owned Enterprises (Rt Hon Winston Peters)
Minister of Finance (Hon Grant Robertson)
Associate Minister of Finance (Hon David Parker)

Associate Minister for State Owned Enterprises (Hon S?@i) @

From: Shelley Hollingsworth, Manager, Commercial Perfo%
Juston Anderson, Acting Manager, Commerciance
This report provides an update on current issues I to com
O

objective entities within the Crown portfolio, with ?tec\ he impai.\\

box if you would like more information on a topic.

tities and multiple
ID-19. Please tick a

1. New and notable issues

More

info? Entity / Issue Update

. | Q -
‘ﬁ@gli
nterprises (SOESs) and Airports to bring this

roach to their attention and to seek information on

Post is not looking to increase commercial lease or sub-lease

e short-term and is in the process of negotiating a limited period
slief to around 59@ba)(i) & s9(2)(b)(i)

_ tchurch Airport - Christchurch Airport has considered rent
= Commerc giveness in the terminal for the next 3 months and will initiate a rent
rents deferral program elsewhere on the campus as it looks at how best to support
key retailers and tenants.

(Amands
W"O@ Dunedin Airport — No concessions have been offered and there are no
plans to increase rents.

Hawkes Bay Airport — Hawkes Bay Airport has reduced rent for the
washbay facility and car rental companies by 30% and is further negotiating
with rental car companies. Airfield and terminal lease agreements have been
maintained.

Transpower — Transpower has forgiven payments due by its commercial
tenants in April 2020 and has invited them to discuss concerns around future
payments. Transpower has not offered any concessions on its leases or
residential tenancies. Should any concerns regarding payments be brought
to its attention, Transpower will assess each request on its merits.

Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 1
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Entity / Issue Update

Landcorp — Landcorp leases a number of pieces of land to a range of
parties from farmers to energy and telecommunications companies and
regional and district councils. Landcorp is taking a case-by-case approach to
each of its leases, this includes any pendingrent reviews or r ts for rent
relief. Majority of its lease holders are essen i
at this time. One lease holder has appr

and it is working through a deferred r
also moved one of its subleases (i@ &

monthly tenancy at the request of the tenant.

We are still working with oration of N-Zea i
understand their approachto’ commercial Ieam ime.
((é P) is sup.
ntly being covered by CIP’s cash,

JItra-Fast'‘Broadband (UFB) drawdown in
ing high-level figures, indicating the

upporting the IRG:

to 30 June 2020 after Cabinet
s9(2)(b)(ii) and s9(2)(ba)(i)

Crown @the sup ontinues to December 2020 on the basis Cabinet
Infrastruct has deci CIP should undertake direct funding of projects
ed overnment — S9()b)(i) and s9(2)(ba)(i)

O Partners sanction
Management has three main concerns associated with supporting the IRG:

ding used to support the IRG’s work may not be replaced later,

° at f
%ﬂ ! dising the delivery of previously agreed outcomes. CIP’s cash is
@ ssigned for specific purposes (e.g. UFB deployment, operating

penditure associated with the delivery of the Infrastructure Funding
and Financing model);

Q& ¢ Management wants to ensure that spending to support IRG work aligns

with Ministerial expectations for use of CIP’s funding; and

@ o Management is cognisant of the company’s core purpose as reflected in
its constitution, and is keen for CIP’s new role to be reflected in it.

The Treasury intends to provide shareholding Ministers with a briefing on
these matters by 23 April 2020.
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s9(2)(b)(ii) and s9(2)(ba)(i)

MetService
Commerce
Commission
investigation

The/”gmmission has
gtService, which @érwce plan
o intervie spe;crf MetService

continue& Kﬁflosely with

(Catalina De

Mendoza) requested some further information from

staff to progress the investigation.

MetService and keep you upd;afgd
or'She linisters to a letter from the

Chairs of the two shareholdin ncils i n’tr Horizons Regional
Council and Greater Welli i uncil)) The letter advises of the
Councils’ formal sup ) he site for a new multi-user
ferry terminal. Othersi er cause of the impact for

CentrePort. The | tter%b i ellington ferry terminal will

require the coo ignificant funding, both for the

o e

O - .

KiwiRail . terminal/mari %l s and th Y€ ransport infrastructure.
Preferred site \

for new multi- Septe T\2019 K|W|R /nﬁa d to shareholding Ministers that the
user ferry ra site Was no its-preferred location as GNS Science had
terminal i a major ea e on the Wellington Fault, there was a risk
sa wider area than previously thought. As a result,
orks/would be required that could significantly

ts, while a major earthquake could still leave the
with the potential for lives to be lost.

(Ann Webster)

iwiRail’s revised Jnterlslander ferry replacement business case for Budget

V 2020 is ed-on an extended stay at Kaiwharawhara and includes funding
for investmentin ferries and associated landside infrastructure.

COVID-19 on the Crown Research Institutes. Early indications

se entities suggest commercial revenues are being negatively
“impacted, 9@ )i and s9(2)(@)()

@ and may result in liquidity issues.

Some CRIs, like Plant & Food Research and GNS, receive a significant
a CrOWn N\

Q;%:a ufy is working with MBIE (the primary monitor) to understand the
( romt

oh portion of their revenue from commercial contracts. With commercial
Res%a(gj/‘ revenues in decline due to the impact of COVID-19 these CRIs are facing
Insti . . potential liquidity issues in the short term. Other CRIs, like AgResearch and
sustainability ESR, are in the process of planning for significant capital projects.

(Mark O’'Regan) s9(2)(b)(ii) and s9(2)(g)(i)

MBIE and Treasury officials are working to enable the CRI's to access the
Wage Subsidy Scheme in the short term and MBIE is leading advice on
options for further CRI support. Treasury will provide advice on this once the
policy work has been completed by MBIE.
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Transpower

(Maruta
Kanepa)

<@en%aﬁbr/retai ers.\

Transpower has written to shareholding Ministers and the Minister of Energy
and Resources raising two matters. The letter was for information only and
Transpower is not seeking any decisions from Ministers, nor do we think any
action by shareholding Ministers is required at this point.

The first matter raised is steps Transpower is‘considering to support its
service providers and contractors who mainta w e national gfid. Treasury
onsidering; the ﬁrpbgs\a seem

sensible, and are issues for the board-to Sider, rathe\t\hm]\M\iy?‘isters.
r formed. NS

trial consumers and

distribution companies comi der financial pressure.-For industrials the
immediate risk is a decline’in evenue d ({TB\\A] Level 4. For
distributors the risk is non-payment or del \gg}pﬁent by electricity
consumers, putting g@e on electricityde s, and in turn pressure on

nd then T er. Transpower advises that
an

the distribution compa
this has led to di {@vu sts to Tr s@inr for relief from its transmission
charges. Transpo iew is that to.

(i

“‘c@)/so would put it under financial
pressure. 5%

: (\% In our view the

redit lati g% Qt lectricity indust d to oth
C%/ AN relatve O\Q ﬁeeec rCity Inaustry comparea to otner

industries. Aroun of electricity customers are served by the five largest
ve strong balance sheets.

Treasury:4263249v2
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On 31 March 2020, the Chair wrote to shareholding Ministers regarding two
issues which are delaying the wind-up of ECNZ. One of the remaining issues

Electricit . . . isi
ectricity is providing titles at Whakamaru Dam to Mercury NZ. This issue has been

Corporation of

O subject to litigation and most recently the Supreme Court decision in Paki v
New Zealand  Atomey-General. In its letter ECNZ notes “the bed of the Waikato River on
(ECNZ) - which Whakamaru Dam is located remains v in the Crown&
Update on s9(2)(9)()
winding-up
ECNZ In any case, as ECNZ notes in its lett till need {o\k\né/ter two
(Aaron Gill other easements to Genesis before i in a positionto be wound-up.

We intend to advise ECNZ that we WI|| e ge ont hakamaru Dam

issue later in the year.

Tilt Renewables has announ

funded from roughly half of

farm in Australia. The ¢ ite

which will take appro

Crown as Mercury NZ-

receive around $

this capital ret@ﬁ ibility i ber 2019 (T2019/4000 refers).
Tilt We will ask Merc NZ what it i do with the proceeds.
Renewables )

O a share buy is fair to all shareholders as it achieves a
(Juston [ . . .

Anderson) | on a pra r t%kbg s, leaving the relative voting and
hareholders unaffected”. $9@©@0

7 7
LN
%\'/’
/%@
[ ( \\\

)
\
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2. Treasury Commercial Portfolio — COVID-19 Impacts

Sections 2 and 3 have been completed in a “SITREP” format, based on the Commercial Performance COVID-
19 State of Play of 1 April 2020. All new or amended text is shown in red and any changes to the COVID-19
RAG (Red, Amber, Green) ratings are noted with an arrow.

Key messages: (C
¢ A number of entities are starting to experience financial pressures as-aresult of Q\EBQS) With the
"t“' it ge

best information we have at this stage, it appears that the p a

pressures at least in the short term within their existing financial. resources, This

depending on the severity and duration of the pande '(@ﬂpg\length of th Ie%;wn periods, and the

impacts on the economy. Note that this briefing does not address any/e -19 impacts on Air NZ,
S

e The transport portion of the portfolio is currently most \asgenger numbers decreasing
51T g@rterm andong

impacts are expected.
¢ In the services portfolio, NZ Post is affect Y Towe
immediate impacts in the aviation forec %n%
e With regards to media, TVNZ (like m % [

d-b N ervice is experiencing
ing" “are expected to carry in to FY21.
of) is experiencing significant
reductions in advertising revenue. =/ AN
«  Otakaro faces longer-term impacts in the event th 5}3& rojects are delayed.
e Other parts of the portfolio h t'this stage, little or ne-exposure to the direct impacts of COVID-
19: e.g. the electricity secto

to face a gn;\at ial impact).
I

\G\ earer s9R)(b)(i) and s9(2)(a)()

e A number of the entiti s@re? porting that: e reviewing and/or implementing Business

i cts noted'belowde’not include the further operational risks that would

one or mor anies contracted the virus. We will provide advice at the

At.

onitort ecross the sector and report any updates on a fortnightly
ecific basis where required).

(
\

S
%@ys around $800m of dividends p.a. to the Crown. Accounting for the

sury is currently forecasting dividends of approximately $729m in FY20

e The declinei lative to the profound impact of COVID-19 for two reasons:
o apﬁ}b imately 75-80% of total dividends are paid by the listed electricity companies and
Tt hsboﬁwer. Their dividend payments are unlikely to be affected by COVID-19; and
o the aj(/)rity of portfolio dividends are paid in the first half of the financial year. Only the
interim dividend, paid in the second half, is affected in FY20.
¢ Predicting dividends beyond FY20 is challenging given the pace at which the economic effects of
COVID-19 are unfolding. Assuming the listed electricity companies and Transpower maintain
dividends at historic levels, and all other companies suspended their dividends entirely, the Crown

would receive slightly over $600m in FY21 (approximately 25% less than historic levels).

Employment

e The majority of companies are not expecting any impacts or changes to their workforce currently.
There are a number of companies which have advised that should the impacts of COVID-19 be
prolonged they will need to complete a review of their workforce to ensure that they are best
positioned to operate in a new and potentially scaled back environment.

Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 6
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e The majority of companies have also sought or plan to seek the wage subsidy should it be required.
e The most notable company responses are listed below:
o Airways Corporation of New Zealand has announced a reduction in its workforce totalling
SEOM@ISEE0 T Ajrways has accessed the wage subsidy, however, this will only allow Airways to
continue paying employees for a limited period of time due to the costs associated with
having a highly skilled workforce (approximately [ per

Dunedin Airport has received the wage subsidy and is en

volumes not improve.
o Television New Zealand is currently considering optioris which co
(N

an approximately

Christchurch Airport

[ it has also applied for the wage ‘subsidy s9(@)(s)iyands

Radio New Zealand is not expe @&\ -< ort-term,

The greatest risk to bers will depend on whether RNZ’s
$7.25m per annum time mited funding'i ended beyond FY21. Ministers have agreed

in-principle to the €xtension of this time-li d funding.
o Hawke’s Bay Airport has received.tk ge subsidy

llis not planning'to reduce any permanent or fixed term employees.

o Education Payro

However,

o Quotable Value has howgurrerit plans to reduce its workforce,

QV has received the wage
bsidy but is @%v at its revenues will actually reduce by 30%. QV will hold a
provision in S revenues do not fall and needs to be returned.

QOrillion is Aﬁ‘ ipating any impacts at this stage

companizR e
policy.

e In additio Treasury will be writing to all SOEs, Mixed Ownership Model (MOM) and Airport
Chairs to draw their attention to the public sector pay restraint announcement made on 15 April
2020. We have sought responses from each company on what actions they are considering in
terms of exercising restraint in the next financial year, in particular with regard to executive
remuneration and board fees.

o

e All compa keep shareholding Ministers apprised of any changes under the no surprises

Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 7
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Negative scenario modelling:

To get a consistent approach to the modelling provided by the companies for this update we issued
a negative scenario for them to consider. Unless stated otherwise, our analysis and ratings are
based on the outcomes of this scenario for each of the companies. This is a stress-testing exercise.
We have assumed that we are not at the peak of the COVID-19 crisis; things will get worse before

they get better and so the negative scenario is based on:
o Alert Level 4 remaining in place for at least three months

not returning to 2019 levels of activity until mid-2025.

o At the economic low point, annual real GDP being
e Under this scenario, entities were asked to consider:
o The downturn would be felt across the econo

travel, and other tourism, are likely to be thednostnegatively affe

%\\mﬂ/sehold income and

funding Imeg@dngty capital are difficult to

o Risks that should also be factored in_inc
functioning effectively at times ( ékmg;

obtain).
e The entities most at risk are detailed %dgw of those

ommencing on 25

@020)

lowed by 540\4\” overy

(lower tt%ngﬁl/g{

ors although food

nbt jUSt in speC| ic’s
ic- modation, air

' Not production of food domestlc/adﬁ%gfood retalllng ™

RAG (Red, Amber, Green) Fiaﬂn expos

Red - Entities are likely to reg support fr
Amber — Entities may requ r\e:g;;fort from-th
Green — Entities are l,m])k torequire s
~ \V >
{ < \
%\/
&
[ ( \\\
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MOST AT RISK ENTITIES DUE TO COVID-19 IMPACTS (based on stressed-testing:scenario; unless noted)

Entity RAG Rating Exposure/brief commentary ~
® Q
New Zealand Post | Immediate e Revenue impacts: NZ Post esti \e@enue recf}u}ﬂk@ion to decrease by ,
) ) Term (<3 , recovering torevenues Ibelow plan by September. NZ Post is
(Essential service) months) categorised as an essential ice provider and ir d to maintain network operations during the
Medium — COVID-19 Level 4 Alert. %Ké olumes moying though the domestic network are limited to essential
goods only (around 'S Jargest corporate customers are considered essential).
term (3- 6 International volumes gnificantly reduced.due to limited air freight capacity, while NZ Post's
months) | international depot is're to remai n\fgr essential supplies.
Longer- 3
term (>6 More work is u ﬂ%ag to test assumptions.
months) e Cost flexibility: e is limited bility to significantly reduce costs in the short-term, particularly if there is
9 & 220 a desire to ost’s approximately 5000 employees and contractors. NZ Post is eligible for the

wage subs me, whi h“V\f(@/d subsidise an estimated (for the time this
remains avai ). NZ Po now applied for the wage subsidy scheme. Variable costs savings such as

could reduce NZ Post’s payments to contractors. In the medium-to-long-term,
esizing the business to adjust to the market environment following the Level

pet?ol\ghdjﬂé t mainte

NZ‘Pest may need to-con:
o aerto

(&) .
X Plans: In imt-case scenario, NZ Post has reduced monthly capex from . Projects
%ﬁ? enhance omer service and contactless delivery (e.g. improving track and trace technology) are
nsidered’ \bso\ y essential. We would expect non-essential capex to be deferred to enhance liquidity,
) given the uncertainty of the economic situation ahead and the impact on the business. NZ Post has
Q signzyle’%&tggam a number of ‘off-ramps’ available for its Network Strategy Investment, which could be
. utilised"'ag/{ appropriateness of continuing with the $154m investment becomes more apparent. NZ Post
h MEiudjd total capex for the Network Strategy Investment of $16m to December 2020 in its model,
%‘Delieves strikes the balance between minimising cash burn and maintaining momentum on the
ect/ The Chair has signalled that government support would also be used to fund the network strategy

tment.
/%alance sheet capacity & liquid resources: NZ Post currently has cash and cash equivalents
(O \ excluding treasury cash). It has moderate debt levels (largely the $200m in listed notes)
\\\/‘ NZ Post’s only other

significant asset is its 53% shareholding in KiwiGroup Holdings (KGH) (with an estimated commercial value
of around $900m at 30 June 2019). However, there is limited ability to divest this arrangement in the short
term, particularly given the new market environment as a result of COVID-19. KGH is not considered a
liquid asset to NZ Post in the short-to-medium-term.

Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 9
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indicated

e General comments: It is possible that after the lock down ends and non-essential retail outlets open, a
heightened demand for online shopping will remain, and therefor r NZ Post’s courier services. However
it is unlikely, at least initially, that this potential upside w %g‘velgh the broader impacts of a
recessionary environment for an unknown time perio?./ \d fenally, NZ Post is signalling that Covid-19 may

o (~N\
e Key communications: The Chair.ofN 7 Post wro k@\@wi sters on 27 March 2020 outlining the Board’s
any’s financial position. The Chair signalled that
of support totalling ,
steps toredu e company’s costs, likely permanently affecting the

the Board would need t tak r

The Treasury was already aware
ytinte working closely with NZ Post on this matter. In the next
inisters with advice on Crown funding support options for NZ

of the issues raised i (Iﬁtter and v
few days we will be providing sharehold

Post. Ministe 10w receiv ﬁ;(effr asury’s advice on support options (T2020/831) and have
signalled th ence for g@j\i% port. The Treasury will provide advice to Ministers on options for
equity sup 17 April 2 &ﬁj}e reasury continues to engage closely with the Board and
management. e prep advice.

Television New
Zealand (TVNZ)

(Essential service)

Immediate
Term (<3
months)

Medium
term (3- 6
months)

Longer-
term (>6
months)

s9(2)(b)(ii) & s9(2)(g)(i)

)

The ne i?e/g/eiyﬁario doe include potential policy and competitive responses. These responses could

have. a @@ii‘@;zmt impac% outcomes. s9(2)(@)0)

The Ministry of

It nd Heri (MCH) is preparing a Cabinet paper for the Minister of Broadcasting, Communications
igital Media, | is Faafoi, for consideration by CBC on Wednesday 15 April. The paper includes
mmendationsfor short-term interventions and notes further work is required on more substantial options to

prove}h ng-térm sustainability of the media sector.

‘ \\// N\
. \]@‘{I npacts: Sectors most severely impacted: Retail, Travel, Entertainment, Leisure, Automotive,
tate and Transportation, representing of TVNZ’s annual advertising revenue. Under
n

ative scenario, TVNZ is expecting to receive approximately

of its FY20 Q4 revenue as
%‘ acted customers reduce and withdraw from advertising.
C

ost flexibility: TVNZ has already undertaking downsizing steps. It identified cost savings of over
e three months,

\

J/” TVNZ expects that
T of the cost savings in Q4 FY20 will continue into Q1 FY21. TVNZ has included wage subsidies in Q4
FY20 of $4.6m. TVNZ is currently considering options which could see an approximately decrease in
its current workforce (around people)
e Cash impacts: Cash is likely to deplete to at the end of FY20.
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indicated
e CAPEX plans: TVNZ has removed from its capex plan.\w\{
e Balance sheet capacity and liquid eabyrces: TVNZ a&h]gh evel of balance sheet
flexibility/optionality. TVNZ currently has no debt and ha\ -undrawn $20m BNZ loan facility for liquidity.
&
Hawke’s Bay Immediate e Revenue impacts: HBAL i e@gﬁhg/a ction'in revenue by the end of FY20 (_ lower than
Airport (HBAL) Term (<3 budget). This is due to lo ronautical rev: and’reductions in aeronautical and passenger related
. ] months) revenue streams (e.g. car park). HBAL ha oreca decrease in revenue of for FY21 ( lower
(Essential service) Medi = than budget). This forécast.includes a graduakimprovement in the seat capacity to of pre-COVID
edium levels by the end of. “ R
term (3-6 e Cost flexibility: HBAL's costs are . The reduction in revenue will flow directly through to
months) i F BAL expec of in EBITDA ( reduction) and a NPAT loss of
Longer- xpects an E A and NPAT of .
term (>6 has advi: all non-essential capex has been deferred. It intends to complete its
months) Expansion Projec S@ as it is essential and construction has already started with
s9(2)(b)(ii) & s9(2)(9)(i) i -will continue testing this intention with the company. The project will be
el 4 restrictions are lifted.
ity id resources: Changes in the operating environment resulting in pressures
ing Covena%‘ tack of headroom facilities. HBAL has a facility with
) The
V'thavenon-core assets that could be sold.
iR L’s staff and salaries: HBAL has applied for the Government’s wage subsidy, and has
Q - 7 of the salary cost (for the 12 week period to 30 June 2020).
ments: s9)(b)i), s9(2)(ba)(i) & s9(2)(9)(i)
/;" pcoming advice: Treasury will send a detailed analysis on the impacts of COVID-19 on the three airports
| ) ) co-owned by the Crown and councils (Christchurch International Airport Ltd, Dunedin International Airport
|/ Ltd and Hawke’s Bay airport) by end of this week (Treasury Report T2020/840 ‘Impact of COVID-19 on
Crown-owned airports’).
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age under s9(2)(b)(ii) and s9(2)(ba)(i) unless otherwise
indicated

\SIR

KiwiRail Holdings
Limited

(Essential service)

Immediate
Term (<3
months)

Medium
term (3- 6
months)

Longer-
term (>6
months)

s9(2)(b)(ii) & s9(2)(9)(1)

1 Revenue impacts: KiwiRalil is lgsing

ftra}e\éory between 0 — 60% revenue

/(@ per week while in lockdown conditions. A
e/to seasonal impacts.

IS TQre
swp are bei re{ but these will not cover revenue losses and
nsized wit fety, revenue or operational impacts. The major
ny potential reductions are likely to impact on people.
rall employee during the lockdown period but may need to assess options if
ail's only option to maintain cash flows is to cut its

isting resou »
king %- tal to Support a Resilient and Reliable Rail Freight Network,
which could ’ ital expenditure being absorbed by operating losses and further
network d ‘ d that shareholding Ministers agree to release an equity injection of
$81.8 i t\'v\e/W,iII work with KiwiRail to ensure proper use and transparency of the
Crown’s fan i veléping support options based on the full COVID-19 impacts on KiwiRalil

steep decline in available cas

there is a limit to what can
operating cost is labour

the lockdown conti
¢ CAPEX Plans: Withi
appropriation fund

extent of capital work carried out.

iquid resources: KiwiRail currently has a loan facility

ing against r capex investments (such as replacement ferries) might be possible. However,

rrowing is alr lanned to fund their purchase.

o._General Comments: KiwiRall is likely to require support from Crown as it has no ability to absorb losses of

Wmagnit due to COVID-19. Its support needs will increase the longer the situation continues.
9(2)(9)(7) >

%? We are beginning work to assess KiwiRail's need and develop support options.

 Key,com ications: We met with KiwiRail on 1 April 2020 to begin work to understand its likely financial

outl oKaﬁd eeds. KiwiRail has advised that it is preparing an impact assessment for FY20 and projections
[ as part of finalising its March quarter results, based on which it will provide an update.
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~

Airways
Corporation of
New Zealand

(Essential service)

Immediate
Term (<3
months)

Medium
term (3- 6
months)

Longer-
term (>6
months)

s9(2)(b)(ii) & s9(2)(9)()

support of $70 million. In light of further
support in July. The Treasury is liaisi
financial support provided by the Cr

The Crown has taken steps to support the aviatioﬁ'@justry ar’%z\g%\yﬁ by providing Airways with financial
|

h Airways in d ning‘the amount, timing and form of further

¢ Revenue impacts: During

\@@A ays rev xpected to be per month and
moving forward it is expect per month until February 2021. Airways has

indicated that, if Level 4%s extended, it will {ik eed additional operating capital as early as
July/August 2020.
Cost flexibility: Airways is reducing i nt by which will result in reducing operating

costs by . Airways applied ernment’s wage subsidy. The salary expense under
normal circumg %5 would be O annum, because the workforce is highly skilled (e.g. Air

kfdrce, the wage subsidy would only be able to assist
lans — Al F%ﬂtial capex has been postponed. Airways is currently incurring
ex\on a monthl is,-as this is crucial for air traffic safety and cannot be postponed.
ce sheet capa liquid resources:

.
)
D

<
o
o
3

2
o

i ns: The Airways’ Chair wrote a letter to shareholding Ministers on 17 March
2020 outlini e liquidity and The shareholding Ministers have
addre: ;i@ e concerns via equity injection of $70m on 31 March 2020 [T2020/699 and
7 \

T20 14 refers].
e R dates: Airways is considering withdrawing air traffic services at seven regional
aeo

es, where there are limited or no commercial flights operating due to COVID-19 travel
ictions. Air traffic connectivity (and safety of air traffic) will still be maintained, even if Airways
does not provide air traffic services in some airports. Airways withdrawing services does not require
e airports to close. Civil Aviation Authority (CAA) visual flight rules apply and aircraft will be able to

> land safely in those airports even if there is no air traffic control tower. If volumes are low, this is not

a problem as aircraft traffic will continue based on visual flight rules. S9(2@®
It is important to
note Airways will still be providing its services when aircraft enter controlled air space.

Qy tions in air traffic- e, Airways will likely need further financial

Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 13
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tions on this pégé\\l{r?@}sg(a(b)(ii) and s9(2)(ba)(i) unless otherwise
\\/ S

iod would delay the opening of the Te

Otakaro Immediate Revenue impacts: An extended three month lockdown p
Term (< 3 Pae Convention Centre from Octobe %Q?Q\t\o 920 g forecast revenue by
months) bookings. 7 0
Medium Cost flexibility: Otakaro has li to reducgggis\ e to existing construction and
term (3- 6 ompounded by mpreased costs associated
months) o .between approxmately : .),

| ention Centre (approximately ). In addition,
Longer- ing.due t expire in 2023 when its mandate has been
term (>6 j ports Facility could require an extension of Otakaro’s
months) i $9(2)(b)(i) and $9(2)(6)() w
S92)(b)(i) & 59 operations by &})2 ~ )
Balance sheet capacity & liquid resources: All of Otakaro’s borrowings are held with the Crown.
Sale of asset@/ Otakaro’sdand divestment programme is an ongoing process, | $9(2)(b)(ii)
selling remaining assets. Lower market confidence could potentially impact its
ability t@ sulting | @ .
Generél@@)ments: C may seek assurance in the medium term that its s9(2)(@)()
&? %%

Dunedin Immediate \sgk’/e\venue im&aE\l\sg?AL is expecting a reduction in revenue by the end of FY20 ( lower than

International Term (<3 udget). |r{ﬁ\1\2\1{\ AL forecasts a reduction of ( lower than budget). This is due to lower

Airport (DIAL) months) aeronauti aﬁ% nue, and reductions in parking, rents and passenger related revenue.

(Essential service) Medium Cosyfjg \yg.eDIAL’s costs are mostly fixed but it has identified savings in operating expenses. In FY20,
term (3- 6 DIAL e\xpgét a decline of ~in EBITDA ( lower than bud_get) and a : in NPAT ( lower
months) \314@{9;54). In FY21, DIAL will likely make a loss of and its EBITDA is expected to reduce by
Longer- éééPE Plans: In the short-term, DIAL will put on hold all Capex with the exception of the balance
term (>6 ining on the Terminal Expansion Project. In FY21, DIAL forecasts capex of ( lower than
months) udget).

S, ek e\ ‘Balance sheet capacity & liquid resources: DIAL has in cash and it has available of its
1/ bank facility ( ) to cover its cash flow requirements. Its current net gearing ratio is . In FY20, DIAL
is expecting to increase its debt by to cover cash flow requirements. In FY21, DIAL is forecasting to
increase its debt to
Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 14
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e Update on DIAL’s staff and salaries

dicated
iw? '
< DIAL hz%% for the Government’s wage subsidy and it
has received the payment. Othe@e taken b@ ude:

e Upcoming advice: The/Treas : ill send i analysis on the impacts of COVID-19 on the three
airports co-owned by rown’and councils\(Chrjstchurch International Airport Ltd, Dunedin International
Airport Ltd and Ha 'S irport) b ri2020 (Treasury Report T2020/840 ‘Impact of COVID-19 on

: ]

Crown-owned airport

Christchurch Immediate e Revenueimp Ks.\QIALfis highly bol\s%ﬁj COVID-19. It is expecting a reduction in revenue of
International Term (<3 et) for FY20.a ( lower than budget) for FY21. This is assuming that
Airport (CIAL) months) i tional paféﬁ \ ill essentially decline to zero over the next 3 months, and a slow
(Essential service) Medium A imately % thVID—lQ levels by 'Fhe end of 202_1. Whilst CIAL has some significant
term (3- 6 contraotggLreNe ue stre .g. lease rentals), these will be reduced in the next 3 months through rent
months) ' )
Longer- e i IAL's s are mostly fixed. The reduction in revenue is likely to flow through to
¢ ~6 ility. line of in EBITDAF ( reduction) and NPBTF ( reduction) is
rr?;r:tﬁs) ed. In FY21, CI ill likely make a loss of $24m and its EBITDAF will experience a reduction of
S & 9(2)(a)) %ZPEX Pl Mﬂ-essential operational capex will be halted or deferred throughout the period.
R Balance sheet capacity & liquid resources: CIAL has of cash and undrawn loan facilities available
O = to draw%w the next 0-3 months. CIAL current gearing ratio is 33%, which is below the maximum target
Ny of 40%:/

mments:
% CIAL has applied for the Government
Wwag

e subsidy and the application is close to being approved.

No other decisions have
,/‘ e een taken as yet.
\\y Upcoming advice: The Treasury will send a detailed analysis on the impacts of COVID-19 on the three

- airports co-owned by the Crown and councils (Christchurch International Airport Ltd, Dunedin International
Airport Ltd and Hawke’s Bay airport) by end of this week (Treasury Report T2020/840 ‘Impact of COVID-19

on Crown-owned airports’).
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/ dicated
N ~

.

Landcorp Immediate Landcorp has forecast its worst case scenario based on the current milk futures prices of $6.35 per kgms and
. i Term (<3 Global Financial Crisis red meat prices. They are not expecting prices to fall this low, but this is what they see
(Essential service) as the worst case scenario “
months) : NN — - )
, e Revenue impacts: Current impacts a éﬁedominarﬁl‘ -in the livestock business, 59()®)(i)
Medium $9(2)(0)(i) &
term (3- 6 $9(2) b)) ‘Livestock %Ss*predicted to decrease by (from the
months) October reforecast) in FY \\4 najority of the impact’is forecast to be felt in FY21 with an approximate
Longer- decrease in livestock revenue from-original FY21 budget anticipated (if worst the case scenario
term (>6 occurs). Total FY20 re%%{"’g”predicte to@é/ § lower than the October reforecast, however,
months) above the original 1 revenue is-expected to decrease by (worst case scenario).

s9(2)(b)(i) &s9@)@)i) | ® Cost flexibility: Lan oLﬁ/’s] cost structure uch higher than its farming peers, due to the head office

function and s2(2)(@ i NV - s9(2)(b)(ii) and s9(2)(9)(i)
59(2)(b)(ii) and s9(2) gﬂ%

Q@

alance gﬁeMu & liquid resources:
N @ V ) 2 d
oL %
b @ _ _s9(2)(@)()

s9(2)(g
/) eral Comments: Landcorp is expecting to make a in FY20 and an EBITDAR of

¢ ximately (down from the October reforecast of $73-78m but still up on the original forecast of
o \g/mm). Landcorp is forecasting to make a loss and an EBITDAR of just in FY21 (based on
’ (] what they deem as a worst case scenario). SN 2 )
o /‘ s9(2)(b)(ii) and s9(2)(g)(i)

Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 16
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~

MetService

(Essential service)

Immediate .
Term (<3
months)

Medium
term (3- 6
months)

Longer-
term (>6

months)
s9(2)(b)(ii) & s9(2)(9)(i)

AN

Revenue impacts: MetService’s aviation forecasting segment/s® )E)0) is highly impacted by

COVID-19. It is also expecting advertisi gmr‘evenue to reduce due to declining economic conditions.
MetService is forecasting a decre i r%\fenue of for-FY20 ( lower than budget) and FY21
D)

revenue to be around lowe
\\ ~
Cost flexibility: MetService(Cig\Jx € mostly |%§he/short and medium term. The reduction in
revenue flows through to W and impdcts negatively on cash flow. MetService expects a
reduction in cash flow from operations for FY20. I ividend is expected; it has already been delayed due
to uncertainty around ) i the Commerce Commission investigation.

ic strengthe g\;a?d;

CAPEX Plans: M/@Sérwce has ai rﬁ%ﬂ:@pex of $9m, not including less frequent, large investments like
new radar 2tService coulq/qleféf\ ome capex in operations infrastructure, IT, and product development,

hlig! at'this would.d ‘iqiéh;the effectiveness of the network and thereby the quality of forecasting
operations. The Otago R installation, which started a few weeks ago has been put on hold until

Se erﬁfoe;f%ﬁthe earli smic strengthening of MetService’s building may be
: of the pandemic. 9@ ®)(i). s9(2)(ba)(i) & s9(2)g)(i)

delayad\d??ﬁending

2j(ba)(i) & s92)g)(i

liquid resources: MetService has a strong balance sheet; with a current

9 m%?
. ceé sheet ca%
gearing ratio o cash, giving the company short term flexibility. The
\/egring ra%o ed to increase significantly as a result of COVID-19 impacts, particularly if capex
red

9(2)(b)(if) and s9(2)(9)(i)

i annot be defer
/N 9(2)(b)(ii) a"dﬁ%z)@?f) No other liquid or surplus assets are available.

Education Payroll
(EPL)

(Essential service)

Immediate* .
Term (<3 s

Reveﬂu,ﬁe\@\a&ts: No adverse revenue impacts as all of EPL’s funding comes from the Ministry of
Education:
C 1

months) . - flexibility: In the short-term, EPL is required to do additional work to enable the schools payroll
Vedium 1 sses to continue during the lockdown $2()(®)i and s9(2)(@)()
Longer-term, prolonged disruption in the education sector could significantly complicate the

term (3- 6 ( Il process,

months) @ Delay will increase costs,
Longer- @ a

term (>6 1

months) e CAPEX Plans:

s9(2)(b)(ii) & s9(2)(9)(i)

Treasury:4263249v2
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COMMERCIAL -IN-CONFI DEN% Ws on this p(@\?@)(b)m) and s9(2)(ba)(i) unless otherwise

Balance sheet capacity & liquid resourc/ Pt has a $13. Z\wu‘acﬂ)ty with the Crown with $5m available
to draw down ($8m has already been drawn) rawdowns a(e plalﬁﬁed for June and July 2020 to fund the _
final implementation stages of the E 6\/\and malntam tgbhno gy infrastructure. s9(2)()i), s9(2)(ba)(i) & s9(2)g)(

$9(2)(b)(i), s9(2)(ba)(i) & s9(2)9)(7)
e General Comments: @89(2)@@ ®§
N

s9(2)(b)(ii) and s9(2)(9)(i)

=

Kiwi Group Immediate e Revenue impacts: R&H |§/ant|C|pat|(Lg\ reduction in revenue and reduction in NPAT for
Holdings (KGH) Term (<3 FY20. Itis I|kelythat\the bulk of the'i mp }t§ Wwill be felt in FY21 when a reduction in revenue and a
(NZ Post majority months) : decr \NPAT is annelp\qed GH is expecting a net for FY21
shareholder) Medium — mainly du O\A@r interest marg\ hgher bad debts and investment losses in a lower equity market.
. _ 36 e Cost flgx |t oup compame ) are relatlvely cost inflexible. KGH is expecting to hold costs at the
(Essential service) term (3- current IeveTs d to car |(é/s)aff through to the end of the 2020 financial year.
months) e CA}?EX Plan Depen | he duration of the COVID-19 response, KGH will reassess its capex plan, in
Longer- éartkchlari 2)(b) i, S9 )9) (i)
term (>6 o sheet ca t guid resources: KGH is well capitalised and considers it has adequate capital
months) 0 Qus in losses un \th@ negative scenario: Its capital ratio is around 14%, 3.5% above regulatory
s9(2)(b)(ii) & s9(2)(q)(i N um. 91% of Kiwibank’s mortgages have loan to value ratios under 80%, so the bank can sustain
(2)(b)(i) & s9(2)(@)(i) ST TR
) orhe defaults Ut incurring any losses. In addition, S9@)(®)i. s9(2)(ba)(i) & sO( )9)()
Q\SXZ)(b)(u) s9 $9(2)9)(i)
s9(2)(b)(ii). ;@fb\@é& (2)9)(0) % here is a risk that ongoing funding could become more challenging if markets become
d|ff|cu+t @r
N\
N

al cpmments Based on the information provided by KGH, the group appears suitably positioned to

eg the downturn in the short-term unless markets become illiquid. The Reserve Bank’s measures to
n/ %re there is sufficient liquidity in the market, including delaying the implementation of the new capital
A deguacy requirements and implementing a $30 billion Larqe Scale Asset Purchase (LSAP) proaramme,
am s ave been important in assisting liquidity in the near term. 9@
LS9

/
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ALL OTHER ENTITIES

Mixed Ownership Model Companies (stress testing not completed for MOMSs)

0-3
Months

3-6
Months

6+
Months

T K

Genesis Energy

(Essential service)

s9(2)(b)(ii) & s9(2)(9)(i)

Mercury NZ

(Essential service)

Meridian Energy

(Essential service)

Some exposure to the fal
there are indications that

debts; however at this stage the impact is not

(c
n\lcén/ S via its &s?\/i[b of 46% of the Kupe oil and gas field, though
iMpr may stigg in_the near future. Genesis will be exposed to

T~

Minor impacts. e'\@upply chain ris i i i , '
impacts are bei at presen Nt recently landed a significant portion of the materials for the

windfarm cury

howeve* tthis stage the i

Q

ncreased customer credit risk and increased bad debts;
ot expected to be material.

ill be exp se

O

un

Mmo%&vﬂendlm /Egé exposed to the Tiwai smelter strategic review and it is currently

ffect the smelter or the strategic review (possibly through a global
on aluminium prices). Rio Tinto, majority owner of the smelter,
hat, potline four at the smelter will close to ensure workplace restrictions

Treasury:4263249v2
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State Owned Enterprises

Kordia

(Essential service)

s9(2)(b)(ii) & s9(2)(9)())

COMMERCIAL-IN-CONFIDEN L/” N
Il redactions on thi: w s9(2)(b)(ii) and s9(2)(ba)(i) unless otherwise
icated w
$9(2)(b)(i)) and s9(2)(g)(i) @
Kordia has deferred non imately to maintain cash and reduced sub-
contractors to essenti ) i viewed depending on work volumes, including

s9(2)(b)(ii) and s9(2)(g)(i

The Ministry for ({ré
Communications and Digital
' T\(}%CBC on W
nge of opfi

) advises that the Minister of Broadcasting,
Kris Faafoi, has asked for a Cabinet paper to be prepared, for

ebeing considered. As one of the options to provide immediate relief

to/(hpf Sector, H\ tdcted the Treasury to seek advice on potential support for the media
\séc\fgr/yi 3 temporari iating “government” charges — for example, Kordia’s transmission fees
[{:2@@#&?36 refe}s&

Quotable Value s9(2)(b)(i) & s9(2)(a)(0) earnings impacted slightly during Alert Level 4, as non-core business revenues will decrease

(Essential service)

due to:
? deferrals to objections work, given inability to physically access sites; and
e gs revenue from banking and insurance panels, given the stalled activity in the housing

ntial capital expenditure. In the negative scenario, EBITA forecasts to 30 June 2020 will reduce

compared to forecast, to an estimated . QVis not likely to need financial support at this
%’g’e, but is signalling it will likely withhold its dividend this year to retain a higher cash buffer.
QV has now indicated that the S9(2)(b)(i) is considering the need to defer its ratings revaluation,

which is scheduled to take place over this calendar year. S2(2(@))
s9(2)(9)(i)

=/
QV notes that its bank would still be willing to lend to QV, if needed, under current circumstances. At this
stage it is still unlikely that the Crown will need to extend support, $22(@®)
s9(2)(9)()
Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 20
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COMMERCIAL-IN-CONFIDEN % ions on this p@ s9(2)(b)(ii) and s9(2)(ba)(i) unless otherwise
indicated

Transpower s92)E) & s92)(@)D 90% of Transpower’s revenue is set for the next five years\@g‘la?e not dependant on demand levels,

(Essential service) so COVID-19 is unexpected to h a matefial impa th siness. However, in the event that
electricity distributors and/or re i nnot meet transmission costs, revenue may be under
some pressure as part of th gr?

g provid e tricity consumers more
generally. Transpower has led this t@l impact, but is reviewing the status constantly.
i

Treasury is comfortable @ stheri iCity retailers not meeting their transmission costs
is low.

Key Communicati T nspower. in ed shareholding Ministers on Transpower’s response to
COVID-19 ec y-affected o ysinesses on 7 April 2020. On 9 April 2020, Transpower informed
officials that it is nt ually reV| supply chain implications. Transpower has maximised payments

> i suppliers a @rl d critical service providers, small and medium enterprises
r key ve h7as Tower Painters (who are not able to work under Transpower’s
ices def|n| | spower has also reset / moved the payment terms for several SMEs
mo g " to “next pay run”. On 6 April 2020, Transpower processed almost
pI|ers Typically, the value of an early April payment run is much less than

[ payment for New Zealand suppliers is shaping up to be equally large.
Orillion s9(2)(b)(ii) & s9(2)(@) () rillion has s% aﬂf reduced its operations, with limited staff completing pest control orders when
)

uired. Unde gative scenario, revenue per month is possible, with cash costs in the
(b)(ii), s9(2)(ba)(i) & s9(2)g)(i)

4 i rder of g
S9(2)(10) s9(2)g)(i)
AsureQuality $9(2)(b)(ii) & s9 (@ib AW has experienced a decrease in demand across business units, such as
(Essential service) f ,but it is not expecting a material decrease in EBIT across FY20. After a strong first three
Wrs, AsureQuality is ahead of budgeted EBIT for FY19/20.
% AsureQuality has also increased its debt
ilities by as a precautionary measure. There are no current impacts on staff and AsureQuality
will apply for the wage subsidy scheme should its revenue reduce by 30%. This is not expected at this
- stage.

S

(Essential service)

Treasury:4263249v2 COMMERCIAL-IN-CONFIDENCE Page 21
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N\
| redactions on t@pst%u\\njd;/ s9(2)(b)(ii) and s9(2)(ba)(i) unless otherwise
A\

ated

Crown Entity Companies

Radio New Zealand

(Essential service)

Crown Irrigation
Investments

s9(2)(b)(ii) & s9(2)(9)()

|

As a Lifeline Utility broadcaster. R@dzﬁprioritising s&wt@ service public information channels and

news. . Q . . o
companies seeking relief from its AM transmission charges (2.5%
. S9()(b)(i i) & s9(2)g)(i)

has been approached b
of RNZ'’s total revenue,
s9(2)(b)(ii), s9(2)(ba)(i) & s9(2)g)(i These pressures are further exacerbated
m time-limited ing has not yet been extended beyond FY21.
ermg )}kkek%epsfon of this time-limited funding.

given RNZ's $7.2
Ministers are cur \Qn3|d

No material i s expected. S
s9(2)(9)(i) éK

Schedule 4A Compa

nies

9(2 i)
CIIL has sufficient capital and liquidity (including its
uncalled ;ﬁp@ﬂ) to meet its gbﬂ S'to fund its investments.

Crown
Infrastructure
Partners

The Network for
Learning

(Essential service)

Southern
Response
Earthquake
Services

s9(2)(b)(ii) & s9(2)(9)(1)

@?

acl \éIP revenués\f\rb‘ﬁ}/COVID—w as revenues come from Crown or are accounting-
urrently [ wij{ﬁtant cash ($122.9 million — high due to a recent capital call from

ra;Fast Bro appropriation). In response to Level 4 lockdown, CIP will reduce short
sh flow, pects this will step up to assist in driving recovery post-COVID-19.
can oper % urrent cash reserves until the end of September 2020. The company

use curren Z\Q? or all programmes to avoid drawing cash from other appropriation buckets
and thls ill reconcile once business as usual is re-established). CIP prefers this approach over
having.ex C sh in the bank.

No i

based-
thé

N4L éqe§ ng} expect any adverse financial impacts over the short or longer-terms, provided Crown

ful \:\(jninues at current levels.
/ . /

N

N\

\/\

cﬁrrent impacts as liabilities relate to historic events. Southern Response Earthquake Services is
y funded by the Crown.

/B
\‘\/ /

Treasury:4263249v2
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edactions on t under s9(2)(b)(ii) and s9(2)(ba)(i) unless otherwise

ated
Statutory Entities -
Public Trust s9(2)(b)(ii) & s9(2)(9)(i) Even under the negative scena@b}u Trust expects abet profit of between for 2020

: : and a net for 2021 (
(Essential service) ). s92)b)() and s9(2)G @
59(2)(b)(ii) and s9(2)(g)(i) @ %

The New Zealand Lotto is expecting aé/%ﬁne in saﬁes eve\\the immediate term; retail outlets are closed but Lotto

Lotteries
Commission

Earthquake
Commission

(Essential service)

lower t

expect this to be partially offset by |h%&éasé in online sales. To the end of FY21 Lotto expect sales
ki

cover shortfalls with their curren:

retained ()‘qhémmedlatet rmy -

ing cost reductions over Q4, and are in a good position to
serve fund ($57m) and of excess profits which will be

ha ny Lotto are

Longer-term, there is a possibility that levy revenue could be
wners decide to stop paying for fire insurance cover for their properties.

Ve ;f
>/

Treasury:4263249v2
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3. Crown Financial Institutions (CFIs) — COVID-19 Impacts

Interim Performance Update — 31 March 2020

Market Performance Market Indicators
Global equity markets fell 150 ©
sharply in early-March but 140

rebounded by month-end witha =

120
20% rally from a 3-year low on o
23 March. - Gt
ap —SEP 500
Large swings became 80

commonplace during this period 7
with volatility reaching levels not

seen since the GFC. ul o Aug
2019 2019

: ; | — 10Y NZ
0.2 Govt
0 Swap
ov Dec 5 ab ar (RHS)
9 2019 2[}1 2020
istorically low levels under a ‘risk-

Global bond yields have also been volatile
off’ scenario and unprecedented monet

more growth orientated CFls (NZ S@e Fund and ernment Superannuation Fund Authority)
are driven more by the equity’'market moveme ereas the performance of more income
orientated CFls (ACC Inv ts’and Nationa ident Fund) is mixed, with their government
bonds investments (NZ t% dYTD) p setting the negative equity moves.

Fund Performance v

The mandate of the /CFIs js to take o risk to deliver against their investment objectives.

The Funds have used-various economicshock scenario analyses to develop risk and liquidity
ssures/Boards tha e wjll be effective management through volatile markets, or
i limits be breached.

While be shortto term impacts due to contracting markets, the Funds are able
to use their balance et strergth to identify and acquire under-valued assets, and gain long-

term value. This wi S enced by strong Fund performance in the recovery from GFC. Decisive
A0

Monetary Policy. Government action has minimised the distress of markets.

It is not clea s time what the shape of the recovery will be, but the Government’s Funds are
operating nightly conversations with fund managers have assured monitors that
business ca vity has been maintained and there has been no significant liquidity event. We
understand that there has been no significant shift in investment strategy due to Covid-19, with

the Guardians Board recently approving ‘no change’ to the Benchmark portfolio to anchor
Superfund performance.

The performance data, below, is indicative only and provided under ‘no-surprises’ to support any
media queries you may have. The unlisted investments of each fund are not updated at this
stage, which will cause some variation with quarterly reports, provided by the end of April.

1 For additional reference, S&P 500 has increased 6.8% from 31 March to 13 April, meaning fund values have likely
appreciated in this time.
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Growth Funds

NZ Super Fund: Government Superannuation Fund:

Percentage Mar-20 Y1D Percentage Mar-20 YTD
Fund % -11.18% -10.08% Fund % 7.70% 11.90%
Benchmark % -11.48% -10.18% Benchmark % 29.70% 13.30%
Relative % 0.30% 0.10% Relative % 2.00% 0%

Nominal Mar-20 Y70 Nominal Mar-20 ‘/3 j\w YTD
Fund $ (4,936m) (4,467m) Fund $ (340 \J (552m)
Benchmark $ (5,070m) (4,516m) Benchinar (429 (618m)
Relative NZ$ 134m 49m ;

R/e’roat\\\/e\ lﬁz$ N 89m 66m

Liability-Driven Funds* W .

ACC Investments: @i Provident F‘(‘(\\

Percentage Mar-20 YTD Wntage v/ Mar-20 1o
Fund % £.10% 1.08% % Fund % -5.40% -7.20%
Benchmark % -5.98% 0,96%| Benchmg -5.20% -5.70%
Relative % 0.12% _0<% S Relative -0.20% -1.50%

Nominal Mar-20 ) Mar-20 YTD
Fund $m (2,793m) 44m (98m) (135m)
Benchmark $m (2,739m) (397m) chm (95m) (107m)
Relative NZ$m (54m) Q\ (47m) /ﬁ Relative NZ$ (3m) (28m)

*Performance for the liabjti i unds i }a@y the movement in the liability. Per ACC’s

letter to you and the Mini rACC on %020, ACC has seen a total reduction in its

liability of ~$3.9 billio OVE month of Me nd a net $0.6 billion improvement in its solvency

position. N

Treasury:4263249v2
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Crown Financial Institutions
The CFls are not commercial entities in the same sense as the broader Crown commercial

losses. These short to medium term investment results, in isolation, do not typica

the case if: ]
¢ the fund lacks sufficient liquidity to meet obligations or execute i
¢ the Crown guarantees investment returns; or

¢ the Crown is required to provide higher contributions to a fn%t its object&@\fe& e medium/longer term.
Therefore, the scoring method below is slightly different from Co%er/ial entities<w companies and are not based on the negative scenario.
Key: Impact: R

® Highly likely to require Crown support Wcal/budgﬁi@@aﬁ%ns over

this time period.

([ ( \
Potential to require Crown support o@@a@)@cal/bu%{%ﬁ@}@aﬂons over

this time period. N )
Unlikely to require Crown supp t%‘\le%gd%o fiscall/ L}dg implications over this
time period. N

CFlI Timeline R%@)/NQ{)mmené\
ratin

National Provident | o oo e Has sufficient liquidity.
Fund (further (<3 mont@ o erthe Crown guarantees a minimum 4% annual member benefit in 3 of the pension schemes
information S /W ets ~$1.0 billion.
provided in the one .\ @/s\;e pected that there will be a call on this guarantee given the current market movements will likely
pager below) result in a negative return for these schemes to the end of March-2020 (still to be finalised).
e PF has estimated this would be in the range of $22-$40 million, depending on market movement
over the remainder of March. This will need to be paid in June 2020.
Longer-Term | o Has sufficient liquidity. N . - .
( @ o However the Crown guarantees a minimum 4% return in 3 of the pension schemes with assets

(=

(Essential service)

> ths) | |
(>6 months) ~$1.0bn.

9(2)(b)(ii) & 9
SRIOND &3 ¢ If the investment performance remains below 4% for the next financial year to March-2021, the
Crown guarantee would be called again.

This could be for a maximum of $40 million.
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s9(2)(b)(ii) & s9(2)(9)(i)

Guardians/NZ

S Fund Short Term
uper Fun (<3 months)
Longer-Term
(>6 months)
Government

Superannuation
Fund Authority

(Essential service)

Short Term
(<3 months)

Longer-Term
(>6 months)

Accident
Compensation
Corporation

(Essential service)

Short Term
(<3 months)

Longer-Term
(>6 months)

o

Local Government
Funding Authority
(LGFA)*

(Essential service)

Short Term
(<3 months) |

S

Item 11
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\\\/ )

Has sufficient liquidity, while the fu@%ﬁb} to contract, i’ktere/s no need for explicit Crown support.

\S

Has sufficient liquidity, no

yr-explicit Cr ﬁw\@oﬁ however if investment markets remain
subdued, performance w' pacted whic (@u\d ave fiscal implications:

Orftﬂbutlons by the Crown as per the legislated

Crown

TOyexpllcn Crown support, however if investment markets remain
impacted which would have fiscal implications:

Fund si W\H\ead to higher future contributions by the Crown, the magnitude of the
“contribution |rg§5®e is to be determined.

é\\LﬂéfsiéﬂffiC|ent IL [ \ty@mamtam claim payments and not require forced asset sales.

N ¥ claim volumes _provides a natural offset to lower revenues e.g. through earners income or petrol

age

Has sufficient Mdity, no need for explicit Crown support. However, there are likely to be offsetting
impac ould investment markets remain subdued and low economic growth persist (less employed
an@( fewe s travelled):

VFund size will lead to higher future contributions by levy payers, the next opportunity for
% ideration is November 2020, thereafter it is November 2021 and every three years following
O\ <“non-earners appropriation increases are capped at 7.5% in any case. This is likely to be fully

~_utilised in the medium term
total claim volume is correlated to economic growth -
volumes.

lower growth could see lower claim

Has sufficient liquidity for the short term.

However market conditions are very testing and while LGFA is less affected than other borrowers it is
still difficult.

Due to the heightened market volatility LGFA is recommending councils consider only borrowing
what is required for core financing requirements.

Markets are irrational and illiquid and LGFA is having to pass on increased borrowing costs to
councils.

Treasury:4263249v2
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Longer-Term Similar to short-term impacts; and

(>6 months) ¢

appetite.
If market conditions rem
provided by the Crown.
The Treasury has i
facility. LGFA co

LG FA is relatlvely comfortable Wlt&ty to refi

reduce borrowm ostsf rits 67 m

Ibeit at a cost) its upcoming $980 million
ing the additional council borrowing

)er\epuncns

NZGIF has
struggle to access private capit

It has §uﬂ2‘1c‘eqt liquidity, n;/?ek

NZ Green
Investment
Finance (NZGIF)

Short Term
(<3 months)

\Westment& s no market exposure. Alternative asset classes may
ts in the midst or immediate aftermath of a shock event.

xplicit Crown support.

Longer-Term
(>6 months)

\aqwrnzaes to engag
ket cond‘m(kx

tﬁe market and considers it has a strong pipeline of opportunities.
impact ability to deploy capital in a timely manner.

*LGFA raises debt on behalf of local aut cmpesyn moref ve a
shareholding in LGFA and provides i 1 billion liquidity facility. LGFA

Treasury:4263249v2
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4. Upcoming Reports/Cabinet Papers

Company Report No. Subject Date
Earthquake T2020/1008 Review of the EQC Insurance Liability 16 April 2020
Commission Valuation report as at 31 Dece/r@er 20109.

Project 20 T2020/995  Alert Level 3,2 and 1 consm@é@@@ rit 2020
NZ Post T2020/929  New Zealand Post CO\/@Q/@W supp}m\&i\?S }prll 2020
Airports T2020/840 COVID-19 Impact on@r@&%ned Alrport\\w ﬁZ April 2020
Crown Infrastructure TBC Changes to the r& Infrastructur; rtners” 23 April 2020
Partners constitution ap@ se propri i

TVNZ T2020/862  Television Wd Ltd 28 April 2020
Suppon
NZ Post TBC Eqw a@u@ocum tien nd Updated 29 April 2020

Hawkes Bay Airport TBC @ for Supp@ 30 May 2020

Landcorp T2020/ %U date on L&%ﬁ}aming Limited's On Hold
erforma@

Crown Infrastructure T New \ea/Appropnanon for Crown On Hold
Partners Infr. re Partners
>
Solid Energy 19/1841 &{\ag'nk r of Rehabilitation Indemnity for On Hold
Huntly East Mine to Escrow

Landcorp T2019@8\ )Zlndcorp - Waitangirua Land On Hold

Comm r@a rtfolio T W Proactive release of Letters of Expectation for On Hold
2020/21

5. Upcomln ance and Appointments Reports (SOEs portfolio only)

Company Report No. Subject Date Minister

Nil. w '
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6. Official Information Act (OIA) Requests under Action

Company Report No.  Subject Minister

Correspondence between
Air NZ and Minister

Air New Zealand T2020/1016 Robertson's office regarding 29 April 2020 Minister of
. Finance
Covid-19 and the two loan
facilities
ollingsworth Juston Anderson
ommercial Performance Acting Manager, Commercial Performance

Hon Grant Robertson
Minister of Finance

"

Hon David Parker

Associate Minister of ﬂ_3m30m®w

Hon Shane Jones
w: ciate Minister for State Owned
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TE TAI OHANGA
THE TREASURY

Treasury Report: Delegation of authority to pr%% anteeya‘n&

indemnities in relation to CO\ repatrjatighﬁﬁghts

N

Date: 17 April 2020 Rep%{\@:,ﬁi\/ T2020//1{OQ1*=—1,,

F'@@W DH-i(ﬁb}lisP? 2019 - 2020)
SN

Action sought

Acm Deadline

NP
)
Minister of Foreign Affairs /N;otehhauﬁe Ministry\g;‘ %\r\%? 17 April 2020
egotiating

. fairs and Trade |
(Rt Hon Winston Peters) er repatriation flights in relation

C VID-19,H/§® eed to give | This deadline is to secure
. . - arantees onindemnities as part of | charter flights for New
Minister of Finance «/ &*\\ ese arr. nlé/ Zealanders, out of the

Philippines, on 19 April.

)
(Hon Grant Robertson) te authority to the
eign Affairs and

~_ \[’/ Agree
N> > Secretary
Tr%“o vide guarantees and

indemni in relation to charter
flights stranded New Zealanders,

ilzﬁ on the framework in
| paragraph 4.
>

ign and date the attached
delegation instrument.

~J

| (\\< :
Contact for t e discussion (if required)
Name . Position Telephone 1st Contact
Rebecca / /\n ort Analyst, International 9K N/A v
NQ@S " Y (mob)
Kate Yesberg Team Leader, N/A
International (mob)

Minister’s Office actions (if required)

Return the signed report and delegation instrument to Treasury.

Refer the report to the Minister of Foreign Affairs.

Treasury:4266689v1 IN-CONFIDENCE
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feedback on
the quality of
the report @

Enclosure: Delegation by Minister of Finance - COVID-19 Charter Flight (Treasury:4265249v2)

Add to worklist @@%@®
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Treasury Report: Delegation of authority to provide guarantees and
indemnities in relation to COVID-19 repatriation flights

Recommended Action

We recommend that you:

YA
a note that the Ministry of Foreign Affairs and Trade (MFAT) ehalf of thi ‘Qrg’\i\(n) will

likely be required to give guarantees and indemnities if it enters into ¢ Tter\o;nt/acts
to repatriate New Zealanders that are stranded in other.countries as a r ém of COVID-

19. It is difficult to determine how many such flights will-be required:

b note that the indemnities and guarantees wi %fk;é)within the nitted categories of
indemnities and guarantees that the MF e under secti E of the Public
epar
N

, on¢
Finance Act 1989 and the Public Finance- mental %ﬁlﬁeﬁs and Indemnities)

Regulations 2007.

c note that under section 65ZD o eub Finance(/}i\\qntr\l\lg\ , the Minister of Finance
S .
he
_/

may, on behalf of the Crown, ity if it appears to the Minister
to be necessary or expedien@

%&\es, and ba ebo\n_ "AT’s decision making criteria in
arantees and in ities in relation to repatriation flights is

; e N
dient in t\he\ ﬂﬁb‘ interest.
)

d note that in these circ
paragraph 5, providi

iS nature coming to you, we recommend
ies and guarantees in relation to repatriation
flights to the etary of Fos ign.Affairs and Trade, which you can do pursuant to

1988.

%?ate authority to.the Secretary of Foreign Affairs and Trade to provide
ant and indemnities’in relation to charter flights for stranded New Zealanders,
d.on the framework in paragraph 4. Treasury will retain some oversight of the
antees given.

T 7
f/ G
|

isagree. ) |
A ee/dsa& )
g refer t inister of Foreign Affairs.

Refer/not referred.
g/ ("\\\

NG

Kate Yesberg
Team leader, International

Hon Grant Robertson
Minister of Finance

T2020/1054 Delegation of Guarantee and Indemnity Requests for the Ministry of Foreign Affairs and Trade Page 3
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Treasury Report: Delegation of authority to provide guarantees and
indemnities in relation to COVID-19 repatriation
flights

Purpose of Report >

1.  This report seeks your agreement to delegate autho @ecreta Dfisorejgn
Affairs and Trade to give guarantees and mdemm entering |n “airline charter
and logistics contracts related to COVID-19 repatrlatlo lights. Th ramework for
delegating these requests is included in para %p 4

Framework for delegation o

2. Assignalled in T2020/958, we unders ta ~will otiate additional charter
logistics agreements to repatri t W.Z ‘ Paén led in other countries, which
are likely to include indemnitie ) wilk therefore require your
approval. o

3.  Toreduce pressure 0

@we recomme (Nhaty u prowde a general delegation to
the Secretary of Fore

gn-Affairs and Trade\ ecretary (or his delegate) will be able

guarantees as part of any contracts or other
assisted repatriation flights relating to the COVID-
ies and guarantees to be in such form and on such
the Secretary or his delegate thinks fit;

any ac 'ohhd;l]iped to give effect to such indemnities and guarantees; and

— “make am/ payments required under such indemnities and guarantees, and pay
aI\!;Léﬁpenses incurred by the Crown.

a guarantee or indemnity can be granted under this delegation, the
his delegate) must first consult with the Treasury, and must be satisfied

a\\t“e guarantee or indemnity is necessary or expedient in the public interest
(section 65ZD(1) of the Public Finance Act);

the contingent liability of the Crown under the guarantee or indemnity would not
exceed $10 million, which is the threshold where reporting to Parliament would
be required (section 65ZD(3) of the Public Finance Act); and

c. any relevant criteria for government-assisted repatriation flights set by the
Minister of Foreign Affairs are met.

T2020/1054 Delegation of Guarantee and Indemnity Requests for the Ministry of Foreign Affairs and Trade Page 4
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er countrlei whi
S
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The criteria agreed by the Minister of Foreign Affairs to inform decisions regarding
government-assisted repatriation flights includes the following factors:

a. individuals are fit for travel according to advice from health authoritieS'

b.  no commercial flight options to New Zealand are ava ;

C. it is unsafe to shelter in place; \
\\\ ) ;‘

d. 5 Nations partners are evacuating their cmze NS

his delegand/n vernment-assisted
Zealan rs@n assengers of

\\,J/‘
S of its ex@d continues in force

e. the New Zealand health system is not ov w eI

For the avoidance of doubt, for the purpos
repatriation flight includes a flight carryin
other nationalities. -

This delegation comes into effect 0
until it is revoked.

It is difficult to anticipate utu@ fllghts that
on the local situation i @country, whi
there are still sever thousand N e
people are not r%gl New Z alan\dx: nsular databases, and it is impossible to
know exactly ho ish to re me’or will look to the government for

repatriation a(55|s\taf/@e

However viare tha iations are underway to return New Zealanders
strande nd the P% ! Flights are tentatively scheduled for 19 April and
22 April. A of the contractual requirements for these flights, both flights may
require Nnities an tees, although MFAT is currently trying to work around
these req ements(

's matrlx criteria for identifying ‘red rated or at risk countries’
ew Zealanders may require repatriation flights from include:

<®\%ﬂ$ countries possibly requiring support, likely drawing on efforts from
our par ries, include: s6(@

1

There are approximately 1900 kiwis in India, and 300 in the Philippines. This is based on individuals in the
SafeTravel database as being in a country and not necessarily who actually wish to return to NZ.

T2020/1054 Delegation of Guarantee and Indemnity Requests for the Ministry of Foreign Affairs and Trade Page 5
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Future Indemnities & Guarantees

11.

Exposure and risk profile

12.

13.

14.

15.,

16.

s9(2)(b)(ii) and 9(2)()

expect the financial exposure should mae nities or ees be triggered to be
in similar to MFAT’s upper estimat tal financial r the Peru flight, which

s9(2)(b)(ii) and 9(2)(j) @

MFAT considers the ri ofile of t e@r@gmnmes and guarantees is relatively low.
With the exception ofpa senger act the indemnities are within the control of
MFAT. MFAT also now has experi %Jrganising three other charter flights where the
issues de/';e;lbeﬂ id not oc

We agré %N‘?I?/ \

s%e%

as de Ij7f the delegation framework above, indemnities or guarantees
ill ngt be ableto \9@1 $10 million. As flagged above we would expect likely
sure to be! {gﬁifl antly below this threshold. Treasury will also review all requests,
before t are-provided to the Secretary of Foreign Affairs and Trade (or delegate) for
their si

Fllg@r repatriation will be met through baseline funding from Vote Foreign
ir

BN
It is difficult to determine how many fut r£ ill be rega%;\m\/vever we would
it

S
FAT's asses The indemnities and guarantees are likely to be
was ag@;{f@or?eru and what we would expect for agreements of this

do not pla asonable risk on the Crown.

o~

Affa Trade.

Your poWér under section 65ZD of the Public Finance Act 1989 to give
indemnities and guarantees on behalf of the Crown

17.

18.

Any final charter flight agreements are intended to be legally binding and, on entry, will
constitute a commitment by the Crown to provide indemnities and a guarantees, as
described in its terms.

Section 65ZD of the Public Finance Act 1989 (the Act) empowers you, as the Minister
responsible for the administration of the Act, to give an indemnity or guarantee to a
person, organisation or government if it appears to you to be ‘necessary or expedient in
the public interest’ to do so, and to give such an indemnity on any terms and conditions
that you think fit.

T2020/1054 Delegation of Guarantee and Indemnity Requests for the Ministry of Foreign Affairs and Trade Page 6
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19. Section 65ZG of the Act provides that any money paid by the Crown under a guarantee
or indemnity given under section 65ZD and any expenses incurred by the Crown in
relation to the guarantee or indemnity may be incurred without further appropriation,
and must be paid without further authority, than that section.

20. Section 28(1) of the State Sector Act 1988 gives you the power to delegate the power

to give indemnities and guarantees to a chief executive. We recommend that yoL
delegate the power to give future indemnities and guarante the Secretar

Foreign Affairs and Trade. >
% \\\\ /
Officials assess that providing guarantees and inden n es for ch “t@rjihghts

are likely to be ‘necessary or expedient in thg p ublic terestr

21. In determining whether to give indemnitie rantees the decision makers must
be satisfied that it is necessary or expedie public i tert\jor the Crown to
provide the guarantees and mdemmt% %

22. Given that your delegate, the Secre oreign Trade, will be exercising
the power to give each indemnity or guarantee, the , rather than you ,will
need to be satisfied that eac %‘T\l or guar in s thls test. This requirement
is reflected in the terms of th tion (se
to ensure it is carried out. The Tr sury wil aig nsulted prior to entry into each
indemnity or guarantee

oreign Affairs ‘and\?ra e WI|| need to determine whether each
ecessa r\Q&ﬁgdlent in the public interest, officials

, and MFAT’s decision making criteria for
indemnities sought under this delegation are
" in section 65ZD of the PFA. Annex 1 set out

\5 “public interest tes
factors t icials conside ikely to be relevant to the assessment of whether the
indemnitie uarantees for charter flights are in the public interest in each case.

Otw@éﬁant Inf er\ott)g

W mdemnlty/reqy has been prepared in consultation with the Ministry of Foreign
Affairs and% MFAT s legal team is comfortable with the proposed delegation

23.  While the Secretary
guarantee or indemnity
consider that — g\Lvenjhe circum
repatrlat|on f( hts- Lthe guarantee

instrum

25. The tota imum value of any future indemnities will be capped at $10 million
(alth h in reality exposure should be significantly lower). Therefore, you do not need
to prqm e’a statement to the House.

N,
Next Steps

26. If you agree to delegate the power to give indemnities and guarantees for future
COVID-19 repatriation flights to the Secretary of Foreign Affairs and Trade, you will
need to sign the attached instrument of delegation.

T2020/1054 Delegation of Guarantee and Indemnity Requests for the Ministry of Foreign Affairs and Trade Page 7
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Annex
Officials’ assessment of whether providing the guarantee and indemnities to
secure charter flights agreement are likely to be ‘necessary or expedient in the
public interest’

Public interest

The Act does not define ‘the public interest’. However, it is.gene
public interest is broadly equivalent to the concept of the | good and ¢ cﬁVer a
wide range of values and principles relating to the public good; or what/is-in heJXest
interests of society. In the context of the Act, the . : st should é\m wed in a
New Zealand context, that is, in the interest of the New Zealand p .

The COVID-19 pandemic has had a signific
worldwide. In the countries that MFAT ha
changing day by day.

, \\\, )
N,
Repatriating these New Zealanders safe a rds their are, which would otherwise be
m]g

at risk. So we consider that there S- ublic in s.intaking the measures
necessary to return them home; providing @W |n9emn|t|es and guarantees
(subject to an appropriate rls ent).

Necessary or expedient—

N -
\ <; — ~
ew Zealagd%gld only be pursued where there are no
returnlng YO\I\TS ealand.

$92)0) @ N
X
. N o
igdtions %
associ;;ed with indemnifying an organisation, particularly in uncertain

, in this case, because it is unclear how many more
ments will Qee ed into.

ments will likely be undertaken in a compressed timeframe

Wlthln a yrl onomic environment.
TN
(O 3
)
_/
T2020/1054 Delegation of Guarantee and Indemnity Requests for the Ministry of Foreign Affairs and Trade Page 8
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DELEGATION BY THE MINISTER OF FINANCE — COVID-19 REPATRIATION
FLIGHTS

Date: 16 April 2020 i@ &

From: Minister of Finance
& 7

To: Secretary of Foreign Affairs and Trade

COVID-19 REPATRIATION FLIGHTS
1. Delegation

s 65ZD and 65ZG of the
n, MINISTER OF FINANCE,
ND TRADE (and any person

Pursuant to section 28 of the Stat
Public Finance Act 1989, I, the
delegate to the SECRETARY O

acting in such role from ti @i{ne) the aut 0@(\: )

and guarém és part of any contracts or other
eﬁ;epatrlatlon flights relating to the COVID-
uarantees to be in such form and on such
ry of Foreign Affairs and Trade or delegate

(@) give in writing in I

19 pandemic, \sueh\hdemnltle
terms ano( c%r)dlﬁer{s that the_ ,,,,,e

thinks \;
(b) tak\e an on required t effect to such indemnities and guarantees; and
y paymaﬁts%@d under such indemnities and guarantees, and pay any
d expen@réd by the Crown.
rant

giving a Lra or indemnity under this delegation, the Secretary of Foreign
Affairsand T b[ deregate must consult with the Treasury, and must be satisfied that:

v/ ( ‘\\

(e) \Ehe/éontlngent liability of the Crown under the guarantee or indemnity would not
exceed $10 million, which is the threshold where reporting to Parliament would be
required (section 65ZD(3) of the Public Finance Act); and

(f)  any relevant criteria for government-assisted repatriation flights set by the Minister
of Foreign Affairs are met.

For the avoidance of doubt, for the purposes of this delegation, a government-assisted
repatriation flight includes a flight that will be carrying both New Zealanders and
passengers of other nationalities.

Treasury:4265249v2 IN-CONFIDENCE 1
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This delegation comes into effect on the date of its execution and continues in force until

it is revoked.

, conse Lo\ﬁﬁﬁf e’ sub-

2. Consent to sub-delegation

I, the Honourable Grant Robertson, MINISTER OF
delegation by the SECRETARY OF FOREIGN AF D TRAD ﬁbjursuant to
section 41 of the State Sector Act 1988 of all or any of the authority an elegated
by me in this instrument, jointly or severally to followmg staff with ini

Foreign Affairs: - /;,
(a) Deputy Chief Executives; and — ‘\\\\/ /‘
1 &\/‘\\ o

(b) Deputy Secretaries.

3 Secretary to Provide dx
The Secretary of Foreign Aﬁalrs d/Trade time to time, provide me with
details of all indemnities a d a antees ent% accordance with this delegation.

SIGNED by the Mlmg@ FINA /
the Honourable Grant Rp/bertson

Treasury:4265249v2 IN-CONFIDENCE 2
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Reference: T2020/1034 DE-3-1-0

TE TAI OHANGA
THE TREASURY

Date: 17 April 2020

/&
To: Minister of Finance (Hon Grant Robertson) @ \\

NS
| \\\7\) ‘
tM nent Update —

New Zealand Debt Management.
lin ironment, the RBNZ's Large
it-rating developments.

Il/on Syndicated 2031 bond

pho\éeds from new Treasury bill issuance. We
r-2020 bond maturity. 590

Deadline: None

transaction and a furt
also repaid $5.8 billion from the maturi

@ S

April, $§ Mﬁ been paid out from MSD relating to the wage

As of
s %dy scheme. We é eing outflows of around $500 million per day leave MSD,
ugh-we expeo’fthis w in the subsequent weeks and are not currently forecasting

more than $12 |QrNo be paid out in subsidies.
There remains alargé degree of uncertainty around our contingent liabilities, and the

s9(2)()

Treasury:4266383v1 IN-CONFIDENCE 1
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The below forecast does not include any contingent liabilities or loan drawdowns where
settlement dates have not been finalised. We are expecting any tax revenue to be offset by
expenditure until we receive significant revenue from the IRD on the 7™ of May.

Fundi

NN
O%xpy, we s %} issued $1 billion worth of Treasury bills. Demand for this
prod emains S@T , in discussions with intermediaries, we are seeing new

investors com arket.

In the su low, a higher Bid to Cover ratio and lower Margin over OIS is generally

prefer(able.\
o

Latest T-Bill Results (#1612)
Date 14/04/2020
T-Bills Volume Owver/Under Allocation Bid to Cover Wgt. Avg Yield Margin over OIS (Bps)
3 Month 400 0 1.2 0.270 4.0
6 Month 400 0] 1.0 0.295 7.5
12 Month 200 0 1.5 0.345 14.0

Treasury:4266383v1 IN-CONFIDENCE 2
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T-Bill Margin over OIS vs. Bid/ Cover Ratio

=
=
(¥4}

o w
[4)] [¥%] w
=
=
%

Bid Cover Ratio
=
(5] g

=

o
in

SN MY

1603 1604 1605 1606 1607 09‘ 161 1612
Thill . ; §

3 Month (Bid/Vover) mth (Bid /Cover @ 12 Month (Bid/Cover)
3 Month (Margin) onth (Margi 137 Month (Margin)
'u worth of Nominal bonds. Investor
ield’curve. Given the RBNZ LSAP activity,

. g; B Swap spreads have also reverted back
the market is capable of digesting our issuance

[}

\L}»{t Govt Bond Results (#720)
Date 16/04/2020
Qopd\ Volume (Q}e(f\s\ndf\ér Allocation Bid to Cover Wgt. Avg Yield Spread to Pre tender Mids (Bps)
}n%zgf 0 4.25 0.3405 -0.95
Apr- 0 3.80 0.9582 0.18

Apr-2037 200 0 1.68 1.3192 -0.58

&

Treasury:4266383v1 IN-CONFIDENCE 3
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Nominal Bond Bid/ Cover vs High-low spread

16.00 450 _
14.00
12,00
g 10,00
5 8.00 E
o ﬂ
2. | !
ol :

@“’Sﬁfs@ @Pfﬂﬁf f g

1 ECP - Euro Commercial Paper is an unsecured, short-term debt instrument that is denominated in a currency
differing from the domestic currency of the market where it is issued.

2 EMTN — Euro Medium Term Note is a flexible, medium-term debt instrument that is issued and traded outside of
USA/Canada.

Treasury:4266383v1 IN-CONFIDENCE 4
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RBNZ Update

This week, the RBNZ announced $1.8 billion worth of LSAP of NZ Government Bonds. On
Friday, the RBNZ will buy back $200 million of our 2025 bond, $150 million of our 2027
bond and $250 million of our 2031 bond.

A summary of this week’s operations and total volume purch aturity i 0
Generally, a higher Bid to Cover and a higher ‘Yield to Pre tende ead’ is preferable.

RBNZ LSAP Results
Date 15/04/2020
Bond  Volume Bid to Cover Yield Pre-TenderMid__Yield to Pre tenderspread (Bps)
Apr-2025 200 2.96 0.55 0 Q 1.06
Apr-2027 150 3.33 0.77 B 2.00
Apr-2033 250 3.30 1.17 @S 1.00

RB@E%&UI{S
Date 14/04/2020

Bond  Volume Bid to Cover %‘iﬂﬂ\)ﬁe-ﬁender Mrd\\ﬁé}ﬁ)to Pre tender spread (Bps)
Apr-2023 200 91~ 0.3 0.29 1.00
Apr-2029 200 2 91 0. 1.00
Apr-2037 161 129 (138 8.60

\Téal Vo@l(/latu rity

Nominal Bond purchases by Matuirty

Credit Rating Update

There are no material credit rating updates this week.

Treasury:4266383v1 IN-CONFIDENCE 5
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Global Overview
Credit ratings across sovereigns are generally unchanged. In the current situation, where
all sovereigns have a weaker fiscal and economic outlook, it is likely that credit rating

methodologies will be calibrated to a new weaker ‘credit world'.
kely to be &
tis highly a
sovereign's credit rating would be upgraded during the COVID-19 shock, e if the
outlook deterioration is small relative to other sovereigns:

ive '« lﬁ:raﬂng out ﬁ both S&P and

lyst. At this stage,

pdate may b
ealan@aﬂng will be

In the near term, credit rating downgrades are expected, but th
concentrated in those sovereigns with a higher probability of.de

New Zealand Overview
Consequently, we expect New Zealand's posi
Fitch to be removed. The release of the Bu

downgraded. E ;
Rating Updates Q

S&P

Global

Ratings l updates this week |

AA+/AA € C n Credit Update: 27 February 2020
positive

outlook

Fitch

aterial updates this week

Ratings

AA+/A

Stable

outl »@

Positive Latest New Zealand Sovereign Credit Update: 22 January 2020

outlook

More information on credit ratings is provided in Annex 1.

Tom Fraser, Strategist - Funding Strategy and Engagement, NZ Debt Management
s9(2)(k)

Matthew Appleby, Principal Advisor - Funding Strategy and Engagement, NZ Debt
Management, S9(2)k)

Treasury:4266383v1 IN-CONFIDENCE 6
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Annex 1 - Rating Agency Background

S&P Summary
Global High risk that the positive outlook is removed, possibly after release of Budget.
Ratings | scheduled rating review in February 2021.

AA+/AA

positive | Background

outlook | The positive outlook was placed on the rating in Jan , as S&P re\expéctlng a
general government surplus in the early 2020s. At est review in J 1(5& 2020, S&P
noted the rating would be upgraded if high external debt éxposures were reduced or if the

risks stemming from high house prices have les ned/and th
healthy fiscal position.

ent maintains a

Over recent weeks, the fiscal outloo tWiII not be a driver for
New Zealand's credit rating to be upgra &P’s v eduction in high external debt
exposures was related to risks v-Ze Iand banl{epgmg unable to readily access
external markets. It is very un% &P see\é%}@lon in this risk. In addition, three
key components of the rating score W|II most likely € into the lower rating category: GDP

per capita in USD, net g %WOvernment eﬁt,_ change in net general government
debt. )
D )

Moody’s gmﬁary e %

Aaa/Aaa | See’no near tdrm@k f a downgrade. Moody’s will release their annual Issuer In-Depth
stable report in mi il._you will receive a draft before it is released.

outlook

mpleted their ratings review of New Zealand on 2 April 2020. Their committee
mee\mg took place on 30 March and the associated press release highlighted New
Ze\aland‘s resilience to shocks. The stable outlook reflects Moody’s view that the credit
impact of potential downside risks will be mitigated by highly effective institutions and
governance. The stable outlook implies that a negative rating action is unlikely in the near
term.

Treasury:4266383v1 IN-CONFIDENCE 7
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Fitch Summary

Ratings | High risk that the positive outlook is removed, possibly after release of Budget. Next
AA+/AA | scheduled rating review in January 2021.

Stable
outlook/ | Background

Positive | The outlook on New Zealand's foreign currency rating was
outlook | The drivers were the recent decline in gross general gove debt and i s\oﬁﬁnued
downward trajectory over the medium term. Fitch di plicitly note tha& Kgau%e rating
sensitivity (i.e. a factor that would lead to the positi ok being rem aé/ i$ persistent

budget deficits.

ngraded in Janyafy t ear.

Treasury now forecasting persis

updated forecasts we estimat %m (compared with AA in their
January report). Consequentl% ve the positive outlook on New
Zealand's credit rating (Fitc  last removed 8bp itive outlook on New Zealand’s credit
rating in 2015 for only change |I}th§8§fﬁutlook) It is most likely to occur after the
release of the Budg ; when Fitc v@k e more information. However, since the
posmve outlook hés7 éyv Zealand'’s rating, Fltch have a greater timing

Treasury:4266383v1 IN-CONFIDENCE 8
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Treasury Report: Issues relating to the COVID-lQ@@ health}%se

D/
N
Date: 17 April 2020 Report}m\ %2020/104%
File NUmber: ~ | SH-1-6-1-3-3-13 (Health)
)
- )

Action sought

Actiog\@@\n\

Neadline

Indicat \y\t?msh tor

furth

e on the i
\xdmlst/ﬁal co
f\d er a suppo Lﬁckag
and dis e
\

Minister of Finance
(Hon Grant Robertson)

el AN
%ﬁhers \ \) )
efer thist to the Minister of

Monday 20 April 2020

or

(/V)‘\
N~ ) | Health.
N
Contact for te e discussi if required)
Name Position—_ Telephone 1st Contact
Niki LOX@S\L Seni @?,%ealth s9(2)(k) $9(2)(g)(ii) v
Jess Hewat - Aﬁt@mger, Health SN
) )

Minister’s ﬁfﬁ%ctions (if required)

Return the s/\ma\d\e)port to Treasury.

Refer the r\pen/té the Minister of Health (Hon Dr David Clark)

Note any
feedback on
the quality of
the report

Enclosure: No

Treasury:4266648v1 IN-CONFIDENCE
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Treasury Report: Issues relating to the COVID-19 public health

response

Purpose of Report

1.  This reports provides initial advice on a way forward on the proposals relatln&
financial sustainability of health and disability service provide cussed gfpthe
COVID-19 Ministerial Group (CVD) meeting yesterda /(Issue 1 \ /

2. This report also notes two emerging issues relatin ale of the &}m @ystems
response (Issue 2), and concerns about financi lcontr s are the Health
(Issue 3). -

—/

Background

3.  The COVID-19 Ministerial Grou n 16 April from the
Minister of Health seeking additi ID 19 Public Health
Response. There had been é@ig 1 ; er — in particular with the
proposals to provide financial s Ith and disability service
providers — and it had @u\shed from gﬁ?gﬁ jal of previous Cabinet and Cabinet
Committee meetings )

4.  The paper sougm € t to proy '@dlng for personal protective equipment
(PPE), funding fof HARMAC to ensure upply of essential medicines, funding for the

‘Unite against’ COV}/B/19 campalign;.as.well as a package of proposals seeking to
provide fing n(mébsupport to a range of health and disability service providers.

5. owns for each of these proposals and have not

als related to the following things:

en clear cos%
bee 4| idedwith mu$ information beyond what is provided in the Cabinet paper,

ligating f@l/\i\fﬁpaﬂs of the Alert Level 4 restrictions, including:

i Cg{mféen ing for loss of revenue from co-payments as a result of reduced

for services during Level 4 (e.g. GPs, pharmacies), or reduced
of referrals (e.g. providers of ACC funded services)

mpensating for loss of revenue from cancelled fundraising activities (e.qg.
bulance, hospice)

‘\Sfjiij Compensating providers for costs associated with new models of service —
e.g. virtual consultations and online payments (e.g. GPs, pharmacies,
maternity)

b Additional costs associated with activities to support efforts to eliminate the virus,
including

i Costs of protecting front line community health and disability workers (e.qg.
aged residential care, disability support, maternity, ambulance)

ii Costs of providing backfill for staff, or additional leave to support health
care workers who are sick or required to self-isolate (e.g. disability support,
maternity)

T2020/1047 Issues relating to the COVID-19 public health response Page 2
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C Additional costs associated with maintaining or building hospital capacity,
including:

i Cost of shifting patients from hospitals to aged residential care facilities,
freeing up beds.

ii Cost of maintaining private hospital capacity (now a separate paper)

s from the se@:g
ed that there/did

appear to have been policy work undertaken prior to ladgement of the pap r\Lo;ensure

the support package had a clear intervention Iogic, provid conssten%j ir upport

across the sector, and did not overlap with other e g forms of gover

assistance (e.g. wage subsidy scheme, essentj 1worke eave scheme, a Bank

Finance Guarantee (BFG) scheme).

ithout this funding

7.  The Treasury comment also noted that t
\errt e extraordinary

possible before the funding was
as we had not been provided

ers: Th| as a very marginal call,
r}w _case for urgent funding.

8. At CVD on Thursday 16 April A e funding for PPE, PHARMAC,
the ‘Unite against COVID- 9\campa|gn a de to support aged residential care
prowders only. Alternative e cbmmendatj

9. Werems e’ view that %ﬂ need to provide additional financial support to
these over the short-term. It will be important to ensure that, where funding is
and fairness across all health care providers, including

try of Healt h{én d providers, and that a reasonable process has occurred to
ng genuine ne - yo%ders should be making use of the government assistance
h

emes alregdy ,available, and a number of providers are likely to be impacted by
ming decuskns\o support for small and medium enterprises. However, in some
cases, bespoke support may be required to maintain essential health services.

10. In proyid hort-term support to these providers it will also be important to consider

lies to capture a number of positive changes that have occurred (such as

11. To da( e we have not seen sufficient evidence from the Ministry on the exact needs of
providers and or the degree of urgency of each request. The Ministry is also yet to
undertake detailed policy work to understand how the impacts of COVID-19 could lead
to broader change for a number of these providers — which is understandable given the
pressures on the Ministry.

12. As noted above, CVD delegated authority to the Prime Minister, yourself and the
Minister of Health to “agree a process for considering costs incurred by health sector
entities preparing for the impact of COVID-19, with additional funding to be considered
by Cabinet in due course”. Based on the difficulties associated with delivery of this
Cabinet paper, we consider there to be real risks of further delays through a
continuation of a Ministry-led process.

T2020/1047 Issues relating to the COVID-19 public health response Page 3
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13. We recommend that an appropriate way forward would be to seek external expert
support to triage requests, potentially through a Ministerial committee established
under the New Zealand Public Health and Disability Act 2000. This committee could
also undertake further work to consider a long-term pathway (possibly as part of any
response to the Final Report of the Health and Disability System Review). Work would
be led by this external group, supported by the Ministry of Health and Treasury. The
Department of Prime Minister and Cabinet are supportive of this approach. No
discussions have yet taken place with the Ministry.

14. There are also opportunities to align the external triagi ‘term reqdestsfwit

the COVID-19 Response and Recovery Fund proce due to e@qﬁs'@éred

by Cabinet on 11 May — for example, the Ministeri m e could p 0\@9\?;
recommended package for inclusion in that Cabinet p . \5\

15. We can to provider further advice on an external ex rt-led pro E”"Zﬁi,,gr upporting
health sector entities through COVID-19 if ishto request;ih@
LAY

%\\5’,/

? ?he public health response,
elimination strategy.

16. This process has also raised
and what is appropriate giveﬁhe

%On\ taking a pr{cgig f ry approach, freeing up as much
ible’and to purchasewhat is needed to prepare the system in
the event that ther 2a the initial stages of the response, where
significant uncerpe;im Jexisted, this v sih@‘a/bpropriate approach to take. However, the
situation has ché\r[gg/eq\a d we appear’to be'making positive progress under the
Government’s elimination strategy. Treasury thinks now is a good time to get clear

on the strate g}y\%r the health OVID-19 response, appreciating that it may
need to adapt as the situati

17. The focus to date has
hospital capacity as

18. Theré are two‘issues inrparticular that require specific consideration: Continuation of
ed %@tments, and coordination of decisions relating to health

reparedne s%/
7
19. Under AIer%%M/DHBS have cancelled or deferred a significant number of non-
ri

Ianne(}»ee} out-patient appointments

A

acute s nd out-patient care. Preliminary data from the Ministry to the week
endin ['2020 indicates that approximately 7,300 inpatient surgeries, and over
70, HB appointments have been cancelled or deferred as a result of the
Cov response. Already this is going to create a considerable back log of
tfefam\e\ — with vulnerable populations, including Maori and Pacific peoples, likely to
béiiispl‘oportionally impacted.

20. There is a clear case for resuming planned care surgeries and out-patient services as
much as possible over the short-term to avoid the health loss associated with deferring
them. We understand that this is currently being considered by the Ministry as part of
the ‘National Hospital Response Framework’ (which sets guidance for health sector
operations under different alert levels) and that the Ministry is working with DHBs about
how to most appropriately manage patients that have been deferred and plan towards
reducing cancellations and increasing Planned Care delivery as soon as practical. This
may also require support from the private hospital sector. A Cabinet paper on this issue
is expected next week.
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Coordination of health system preparedness planning

21. Inthe initial stages of the response it was appropriate for the health system to prepare
for a significant influx of COVID-19 cases. However, since the elimination strategy has
been implemented and rates of new cases are on a declining trajectory, it may be
appropriate to change the approach. There remains a risk that the elimination strategy
will not succeed, but recent modelling suggests that there would be considerable time
(several months) to respond if a worst case scenario were to play out. &

0 reventr n; and

to conti U(K\Mth

22. There is a distinction here between the response with respe
‘treatment’ activities. We strongly believe it remains appropriate

E, contact tracing a d\t/estr . This

will be a strong feature of the elimination strategy at’all Alert Levels.

23.
Cmee added to existing
to manage an outbreak
mptomatic cases.
24, ealth system response

fbossmly as part of the
t this paper will be lodged

and the elimination strategy
Cabinet paper on support fo

next week. ~ NN

Issue 3: Financial c

L C / \ -/
25. Related to thke tssuééytllned ab <%\%are seeing emerging risks around the number
i i ‘without Executive oversight. Specifically, purchasing

en met fr elines for significant items of expenditure and with
retrospective ght from Cabinet. This was (and on occasion
appropriate in the COVID-19 circumstances. However, this creates risks
stry will ma sions that the Cabinet doesn’t support. For example, we
and that $2 \5\\rpn has been paid out in support to GPs, despite Ministers
d\rgzj request at CVD yesterday.

yperspective, the Ministry is permitted to spend within
- withoUt seeklng further flnancral authorrty from Cabrnet However —

27. Thes es are also being exacerbated by coordination issues with the All-of-
nt (AOG) response and the National Crisis Management Centre (NCMC) —
W\aere)t has not always been clearly communicated what the lines of accountability are

for ensuring appropriate financial authorities are in place.

28. There are no actions for Ministers required on this issue at this time, but risks should
be noted. The Treasury is working constructively with the Ministry on these issues, who
have acknowledged a need for improved processes. This includes ensuring
expectations around Executive oversight and financial management are clear, and that
they have access to additional resource if required. We will also work with the
Controller and Auditor-General if required.

T2020/1047 Issues relating to the COVID-19 public health response Page 5
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Recommended Action

We recommend that you:

a note that the COVID-19 Ministerial Group delegated authority to the Prime Minister,
yourself and the Minister of Health to agree a process for considering costs incurred by

health sector entities preparing for the impact of COVID-1

b note that the Treasury considers that there would be adva
Ministerial committee under section 11 of the New Zeala
Act 2000 to take forward this process, including conside

for primary and community care

committee to consider a support package f

C indicate if you wish to receive further advice r&h@\establishm
ealth.and disapilit

Agree/Disagree —
Minister of Finance

d  note that Cabinet will likely consider a
this is an opportunity to discus% i
and the elimination strategy % Y )

/

e note that the Treasury
controls with respect

f refer this report fo the
(7N

‘\ N )

Referred/not feferred

Minister o iha?c;7 %

{
\
S

?5 7
ager, %@&CC
D
gx/
Hon Gr/a;ﬂf\Ro%

‘ bertson
MinisteQef/ﬁinance

T2020/1047 Issues relating to the COVID-19 public health response
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to establishing
Q[?jsability

on-of long-t thways

stry of Health to improve financial
=19 public health response, and

srviee providers

ivate hospitals and that

ek}\?g\é\? health system response
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MINISTRY OF SOCIAL
DEVELOPMENT

TE MANATU WHAKAHIATO ORA

\

N

(
Date: 20 March 2020 Securit \'/ N CONFI&E@E}*

5

To: Hon Carmel Sepuloni, Minister for Social Development .

nce’ —

o <O .
Hon Grant Robertson, Minister /"ﬁ'\\\ -
Hon Iain Lees-Galloway, Ministe orkpla Réa}:io)ns and Safety
(0] t

Hon Phil Twyford, Ministgr\oﬂyc\onomic D p

the COVID-19 Leave Payment

Clarifying eligibility
Scheme and COVID-1<%

Purpose of the repor ’\\\ IN)
P port O
1  This report seeks y ent to ﬁ ify. that registered charities, incorporated

societies, and non-go ent organisations are eligible for both the Leave Payment
Scheme and the‘l\Wé;(é\ bsidy a ifying the applications of the revenue loss
assessment fpr\sg’r'fzfeijjusiness .

» ﬁ\\é \ﬁons
VAN

spread of COVID<19-virus in New Zealand [CAB-20-Min-0105]

D )
\\ _/

2 note that t'déegated authority to the Minister of Finance, Minister of Social
Develo , and Minister of Workplace Relations and Safety to approve other
policy nd operational details (recommendation 25)

3 nqtﬁif binet agreed that eligibility of the scheme is open to all firms, the self-

te thal
e }Qge/d, and for contractors (recommendation 7.7)

4 note that the Cabinet decision does not explicitly include registered charities,
incorporated societies, non-government organisations, or post settlement governance
entities (ie, Maori Authorities), who can also be employers

5 note that this creates gap in our public health strategy to delay the onset of
community transmission of COVID-19

6 agree that registered charities, incorporated societies, hon-government organisations,
or post settlement governance entities are eligible for the Leave Payment Scheme to

The Aurora Centre, 56 The Terrace, PO Box 1556, Wellington - Telephone 04-916 3300 - Facsimile 04-918 0099
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support their workers who cannot work from home, but need to self-isolate, they are
able to do so

agree / disagree agree / disagree agree / disagree
Minister for Social Minister of Finance Minister of Workplace
Development Relations and S. y

Wage Subsidies

7 note that on Monday 16 March, Cabinet agreed to im » entya temp arKEOV D-19
Wage Subsidy scheme to help affected employees a esses to %\;tt/o the
impact of COVID-19 [CAB-20-MIN-0108] \5

8 note that Cabinet delegated authority to the ister of Finance ister of

Economic Development and the Ministe '- F “Iél Deverop

technical design changes and minor policy-d

cisions about t @lb5|dy
(recommendation 54) Q\
9 note that to be eligible for the paymer inesse?\ e registered and operating

in New Zealand (recommendatl% NS /
10 note that this Cabinet decisi (o) i

e registered charities,
incorporated societies, non-g ; or post settlement governance

entities who can also be e yers \ )
11 note that these organisa ay alscfhax\?g \rop—in revenue leading them to reduce

staff hours or Iay—pff;

12 agree that re stére;ixhantles |
% are eligible for the Subsidy

or post settle eQ; gé/vernance en Litie

% ree / disagree agree / disagree
Minister of Finance Minister of for Economic
Development
\
13 3‘:& ' under a térpretatlon of the revenue loss assessment agreed by
a ne/f some szgsm may not be eligible
14 note that c P\t\ag/veed that the Subsidy would apply to all businesses, and that the
revenue 10ss a sment will be based on a period of at least one month and the loss

of revelg at least 30 percent lower than the equivalent period one year ago

15 note tt he application of this revenue loss assessment means that some businesses
are inadvertently excluded from the scheme.

16 agr\eJd{at new businesses (ie, where they are less than a year old) are also eligible
where they can demonstrate the revenue loss assessment against a similar time period
(ie, 30 percent loss of income attributable to COVID-19 comparing January 2020 to
March 2020)

agree / disagree agree / disagree agree / disagree
Minister for Social Minister of Finance Minister of for Economic
Development Development

17 agree that high growth firms (eg, ones that have had significant increase in revenue)
are eligible where they can demonstrate the revenue loss assessment against a similar

COVID-19 clarifications on the Leave Payment Scheme 2
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time period (ie, 30 percent loss of income attributable to COVID-19 comparing January

2020 to March 2020).

agree / disagree agree / disagree

Minister for Social
Development

18 agree that self-employed people with variable monthly it
demonstrate the revenue loss assessment against the pre
(i.e. 30 percent loss of income attributable to COVI )
average monthly income in the period March 201

agree / disagree

Minister for Social
Development

Minister of Finance

Justine Cornwall, Housing a
Ministry of Social Develop

AN

NPa) )
\\\ /\J /

Jivan Grewal, %
Ministry of Busi novation and yment
\;\ ;
J

%

<; L

Hon eI Sepuloﬁl A

Ministe for Soa%@lépment

Hon Gr{ot}\obe/rtson

Minist ance

Hon Iain Lees-Galloway
Minister of workplace Relations and Safety

Hon Phil Twyford
Minister for Economic Development

agree / disagree

Minister of for Economic
Developmen

S are ellgIbJrE) can
s'years’ monthly average

paring M§ Zdto the

Date

Date

Date

Date

Date

COVID-19 clarifications on the Leave Payment Scheme 3
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Clarifying scope of the Leave Payment Scheme

2  The COVID-19 Leave Support Scheme is desighed to support and incentivise workers
to stay home as part of the Governments public health strategy to delay the onset of
community transmission of COVID-19.

3  Cabinet agreed that all firms, the self-employed, and contractors are eligible to apply
for the Scheme.

4  There are, however, some employers who were mean
Support Scheme, but who do not explicitly fit the defini
employed, or contractors. Specifically, registered
organisations, and incorporated societies.

beincluded |n/the Le
being a firm, self-
non-gov I-th

mh&?ty supports
post-treaty
ly'to employ

in finance roles.

g of the S%\séﬁ. Y,
6 The intention of the leave paymen \upport er to self-isolate, and as
such should include these organjsatian d be open'to form of labour provided
(ie, full time employee, casual @r{‘ﬁa}ct r or self- rngibyﬁd). Not being explicitly
eligible for the scheme leaves.a in our public he strategy to delay the onset
of community transmission %\/}D-l& R

7 Reconfirming that reco m\hdatran 7.7 includes it i
clear that charities are le and work s“cannot work from home, but need to self-
0 d .

isolate, they are ab

5 Many of these organisations are likely to be providing importantc
and include organisations such as playcentres;and women'’s r ﬁ;i”g; ,
settlements organisations (ie, Maori Authorities '*Tﬁey are ike
people as administrators, human resourt
These groups were included in the initiat

8 The COVID-19 Wag@ SleS|dy i d to support employers to help affected
employees n\;N? inesses t adtSt the impact of COVID-19, not to support

business duratlon% impact
9 Currently esses that are registered and operating in New Zealand, including the
and solé-traders can apply for the Subsidy on behalf of their
ho mugf be legally working in New Zealand.

Wn{ Scheme, it is not clear that registered charities, non-

g ons, and incorporated societies are eligible for the Subsidy.

0\0 matter, these organisations may not realise they could apply
to support staff retention.

plications of the revenue loss assessment

11 In addi about 12 percent of businesses are created in any one year. This means
that about,66,000 business are unable to demonstrate the revenue loss assessment
{é:éy \are not able to show a previous year of revenue. These new business are
1ded to be included in the Subsidy, and were included in the costing of the
scheme. However, the method of assessing revenue unintentionally excludes new
business from the scheme.

12 We propose that new businesses be included by demonstrating their revenue loss
against a similar period in the past (ie, if the business has been in existence for three
months, the business can assess revenue loss against that period)

13 Cabinet agreed that the scheme would apply to all businesses, and that the revenue
loss assessment will be based on a period of at least one month and the loss of
revenue is at least 30 percent lower than the equivalent period one year ago. The
application of that revenue loss assessment means that some businesses are
inadvertently excluded from the scheme.

14 A small but economically significant set of business demonstrate high growth.
Comparing their revenue loss attributable to COVID-19 from a month in the year
previous will distort the economic impact of the outbreak on these businesses. For

COVID-19 clarifications on the Leave Payment Scheme 4
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example, a high growth firm may have $100,000 of revenue in March 2019, rising to
$300,000 in January 2020, and then being impacted by COVID-19 to reduce to
$200,000 in March 2020.

15 That business has incurred business costs, including new employees, over the growth
period. According to the revenue assessment model, that high growth firm would not
have seen a 30 percent income loss. However, as attributed to COVID-19, the.income
loss is actually much higher and meets the eligibility thre d. These orga ions
were included in the costing of this scheme, it is simply-t ethod of assessi
revenue that has made these high growth businesses ex d’from the Scheme

16 The application of the income assessment test aa tages a T%eref self-

S(6

employed, including in the creative sector. Reve r these self-em ﬁay d varies
from month to month. Enabling people who are self— loyed t rate that
they have an income loss attributable to CO @ 19 on an ave %%nthly revenue
basis - i.e. so they can assess the loss fromMarch 2020 ag/am eir'average

income from March 2019 to March 2020

17 Clarifying that these organisations are eligible for the \SL[Bs’ldy will ensure that,

where they have taken active step %' ate the impact OVID-19 on their
viability, they can access financial su o] retam t staff.

Next steps %

18 Further advice on the eIigibiﬁQ&ﬁ)ﬁate sect (%fto the Wage Subsidy and
Leave Support Scheme 1H5\hortfy be pro df; int ministers.

-, )

File ref: REP/20/3/280”/ N

S =/
\V/

mery Senior P

COVID-19 clarifications on the Leave Payment Scheme 5
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TE TAI OHANGA

THE TREASURY
Treasury Report: Crown Infrastructure Partners Li d: amendi
constitution and funding to su Infrastruct
o
Reference Group and post- recovery ;)
NP
Date: 21 April 2020 Report No: i \'(2020/\1/27
File Number: QM/I -3-106 (/Cro\gq‘l@ra%tructure Partners)
)
Action sought N \\,f/
)
Action sought_ Deadline
Minister for State Owned Sign the att \areholder reso \b\/ 30 April 2020
Enterprises
. Sign and S attached Chair of Crown
(Rt Hon Winston Peters) Inf J\re Ffartners Li g\ﬁ% alf of shareholding
Q L
Minister of Finance \a{tached sk wresolutlon 30 April 2020
(Hon Grant Robertson) /C \ %

Contact for teleg&we dlscuss@

quired)

Name sitjon Telephone 1st Contact
Mark O'Re fggior Anal \s\tWrcim 59(2)(K) N/A v
erforman% o (mob)
Juston/Anders Manager (Acting), Commercial N/A
—~ Perfoﬁpﬁn (mob)

Minister’s office

ctions (if required)

Return the si B@&and a copy of the signed letter to the Treasury.

Return th %
Refer this r /to
Send the signed letter to the Chair of Crown Infrastructure Partners Limited.

areholder resolution to the Treasury (one from each shareholding Minister).

the Minister for Economic Development and the Minister for Infrastructure.

Note any
feedback on
the quality of
the report

Yes (attached)

i Shareholder Resolution - constitution changes - 19 April 2020 (Treasury:4268839v1)
ii Amended constitution wording - CIP - 19 April (Treasury:4268837v1)

iii  Draft letter to CIP Chair - IRG support operating costs (Treasury: 4268835v2)

Enclosure:

Treasury:4268735v1 IN-CONFIDENCE
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Treasury Report: Crown Infrastructure Partners Limited: amending
constitution and funding to support the Infrastructure
Reference Group and post-COVID-19 recovery

Purpose of Report

1.  This report covers the following three items. \\ )
Approval of company constitution changes

V >
2. This report asks shareholding Ministers to a%proposed c

inges to the
constitution of Crown Infrastructure Partne d(CIP). The %es will ensure

the constitution reflects the company’s ev e functlonsgnd p rpose.

BHI) fun pport Infrastructure

Approval for CIP to use bulk housing |nfra
Reference Group (IRG) work

3. A previous shareholder resoluti '
departmental multi-year capl% riation i
BHI work. This report asks sh eﬁQIdlng Ministe rs\

Q\ukse of that fu ;nb.h N

w CIP to cover 27

nce from which CIP funds
issue a new shareholder
resolution to permit bro

provided by this appropriation.

port phase

5. in CIP’s ability to provide ongoing support to

elivered its report and recommends that you

6. Toens purpose and nature of the company as outlined in its constitution
w roles that CIP has been asked to take on, we have worked with CIP and

gal’ counsel to draft changes to Clause 6 — Purpose and Nature.

Y/
\}/ Yo

Approval of compan éb\;nstitution changes
pp "%\nb\i/ g

7. bh\an es highlighted in the attached draft constitution, and explained below, will
f&ma lise CIP’s new roles and make them part of its core functions. The changes cover
three new roles for the company:

[ IRG support
i infrastructure funding and financing model implementation

il national public safety communications capability.

T2020/1127 Crown Infrastructure Partners Limited: amending constitution and funding to support the Infrastructure Reference
Group and post-COVID-19 recovery Page 2
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IRG support

8.

10.

11.

13.

14.

In March 2020 the IRG was formed with the purpose of advising Ministers on potential
‘shovel-ready’ projects and mechanisms to expedite delivery of these projects. The
Chair of CIP, Mark Binns, was appointed the Chair of the IRG with CIP acting as the
secretariat to the group.

CIP will be involved in the initial phase of the IRG’s work.

[ Step 1: The IRG issued a call for projects to be su
consideration. The deadline for submissions wa

i Step 2: CIP is triaging and assessing the s% received frony Ef?oss New
Zealand. CIP is relying heavily on third- party ser provid with‘\e;hnical

expertise to deliver this work.

echanisms

RGint f ‘m fla report.
d am.
will make% the IRG and the
n

iii Step 3: CIP will compile a list of proj
which will be presented to Ministerst

ore purpose, and include:
. N\ > o
ue }( tﬁtg the construction industry
ot vernment’s response to these

y bé suitable for potential government
| itiatives; and

[ providing advice to the % :
as a result of the COVI pa

issues;

i assessing pro

ﬁthe Infra:tm Funding and Financing (IFF) Act receives royal assent, CIP is
expected t \erta e new roles in the delivery of eligible infrastructure projects under
he Model). The proposed changes to CIP’s constitution will enable the
comp o-invest with, or facilitate investment from, private sector or other
i to achieve the Government’s objectives in this area.
C./P also been identified as the preferred entity to deliver the ‘Facilitator’ role under
thQ\Mo el. In this role CIP will be responsible for engaging with councils and other

organisations to design infrastructure proposals which align with the parameters of the
Model.

These proposed changes to CIP’s constitution will come into effect when the IFF Act
receives royal assent.

T2020/1127 Crown Infrastructure Partners Limited: amending constitution and funding to support the Infrastructure Reference
Group and post-COVID-19 recovery Page 3
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National public safety communications capability

15. The initiative to deliver national public safety communications capability will be led by
New Zealand Police, with CIP acting as a programme partner with responsibility for
procurement and delivery of infrastructure and services.

16. These proposed changes to CIP’s constitution will come into effect when programme
delivery commences. &

Approval for CIP to use BHI funding to support IRG wor
\\\ )
>
17. CIP’s budget for delivering the work outlined in paragraph 9 is S9(2X®)i \;
If CIP were to be involved in subsequent

CIP’s operating costs to support the IRG

phases of work related to IRG support, the would nee/a‘te\e”’e'lsed

18. s9@@O \\> ) but
notes that it expects to review over 1,400 submissions i %ﬁmeframe, and will
need significant support from extern commerciak,. finance and engineering

k@ng already provided to CIP as

service providers to do so.

19. CIP management is seekinga
equity S9@®)()

The purpose and extent o ‘ B
20. In October 2018, s g I\/Ilnlsters sﬁg}e a shareholder resolution for the issue
of 300 million newgh at $1.00 e/to CIP for the delivery of future BHI work.
to the issuing of these shares, notably that
be utilised to deliver Government objectives

%lng in the company’s constitution. Since then CIP

21. The shareho&j regohﬁtlon applied

\v . | |
&fpltal multi-year appropriation in Vote Finance from which CIP

22 le_ non-depart
ill-fund this \Mo;k Ct tly contains $275 million. Before the onset of COVID-19, CIP
agemet @\s\ed ‘that it expected to fully utilise the $275 million, with the bulk of this

funding g drawn down for several years.

Covering t supportlng the IRG using BHI funding

23. \Nlth“t proval of shareholding Ministers, CIP could s2(2)(®)i)
with supporting the IRG in the short and medium term.
0] uaﬂs can work with CIP in the long term to understand any IFF-related funding gap
resulting from this expenditure, and can provide advice to Ministers on that at a later
date. This approach would mean that CIP could support the IRG without needing new
Crown funding at this point.

24. CIP also has significant cash in the bank having recently made a $90 million drawdown
from its Ultra-Fast Broadband (UFB) appropriation. UFB work has stalled under Alert
Level 4, meaning that UFB partners will not be calling on this funding in the short and
medium term. CIP could utilise this cash to cover the operating costs of supporting the
IRG now, and reconcile expenses across appropriations in the future to ensure that the
Government’'s UFB programme is delivered in full. This approach would mean that CIP
could support the IRG using cash, negating the need to make another drawdown in the
short term.

T2020/1127 Crown Infrastructure Partners Limited: amending constitution and funding to support the Infrastructure Reference
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25. The scope of the appropriation is limited to investment in CIP, which allows for CIP to
be funded from this appropriation to cover s9(2)(®)i
associated with supporting the IRG without needing to amend the appropriation scope.
Cash provided to CIP (as equity) can be used by CIP for any purpose that is allowed by

its constitution.
ers'will then hav%
ext steps. Thf,{re may ea

27. Having supported the IRG’s work, CIP may be co or this role.

%

pr|or|t|e v1 énced by its
ever, CIP organlsatlon with fewer
ti

in- hous ise across all of the areas

Options for implementation in the post-IRG report phase

26. The IRG will submit a report to Ministers in May 2020. Mini
opportunity to consider the report and identify the preferred
need for the Government to assign responsibility to an.en

28. CIP is an effective delivery agent for G
ongoing rollout of the UFB program
than 30 permanent staff. CIP does no
where it engages, instead preferring @
expertise.

29. If Ministers are interested in us post -COVID-19 recovery effort

but are not willing to fu%ﬂ/\TP;s current deli ;ay I which would be expensive in

the short term, then t

e
30. If Ministers are %Iebg using C Is\\QéyvjceS in the post-COVID-19 recovery effort
and are comfort unding 's.operating costs associated with the current

delivery mod oVer/th t period,
options for p \\/{gimgt at fundi

Treasury officials to provide advice on the

also conade%
@ her entitiss to support the Government in this capacity.

Wewmendt at yo y\lf \
a agree t%%\?g report to the Minister for Economic Development, Hon Phil Twyford,
t

and t er for Infrastructure, Hon Shane Jones
Ag;e gree Agree/disagree
I\Q@t\er‘  for State Owned Enterprises Minister of Finance

Approval of company constitution changes

b sign the attached shareholder resolution, approving the following changes to CIP’s
constitution to ensure that the purpose and nature of the company as outlined in its
constitution reflects the new roles that CIP has been asked to take on:

IRG support

[ CIP to provide assistance to the IRG in relation to:

T2020/1127 Crown Infrastructure Partners Limited: amending constitution and funding to support the Infrastructure Reference
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o advice to the Government on issues affecting the construction industry as a
result of the COVID-19 pandemic and the Government’s response to such
issues;

o assessing proposals for projects that may be suitable for potential
government support as part of COVID-19 response initiatives; and

o preparing reports and other advice as necessary to assist the IRG to carry
out its purpose for government.

ii CIP to implement, facilitate or otherwise assist the y ent with ‘;ény/ A
ance with y&ﬁ\hey

transaction, or class of transactions, or providing a
matter, in relation to any projects that are se governme wp\pprt, as

agreed from time to time between the company and shareholding M@sters.
S )

IFF model implementation

iii CIP to implement and/or facilitate fi

infrastructure for housing
eligible infrastructure in.a

National public safety cap %y\ o RN
iv  CIP to act as ' yartner for the

=
‘ ernment’s programme to provide
{r&n capability, to enable the safe and effective

cross New Zealand, including by managing
o-.and cellular network infrastructure and services

Agree/disagree
Owned Ent iSes Minister of Finance

o] useﬁ\g to support IRG work

N N
c @éﬁtha‘t CIPcan use BHI S92)B)i
('
N
Agree/di Agree/disagree

Minis tate Owned Enterprises Minister of Finance

d sign-the attached shareholder resolution giving CIP approval to use BHI s9(2)(®)(i)
associated with supporting the IRG’s work

—/

_/
Agree/disagree Agree/disagree
Minister for State Owned Enterprises Minister of Finance

e agree that the Minister for State Owned Enterprises sign the attached letter to the

Chair, requesting that CIP notify shareholding Ministers and the Treasury in the event
that s9()(b)(ii)

Agree/disagree Agree/disagree
Minister for State Owned Enterprises Minister of Finance

T2020/1127 Crown Infrastructure Partners Limited: amending constitution and funding to support the Infrastructure Reference
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Options for implementation in the post-IRG report phase

f agree to discuss CIP’s current delivery model with the Chair, Mark Binns
Agree/disagree Agree/disagree
Minister for State Owned Enterprises Minister of Finance

g direct Treasury officials to provide advice to shareholdln on the of
other entities to support the Government and the IRG in the u@q term.

Agree/disagree Agre i& /
Minister for State Owned Enterprises Minis te Flnance h
C L

7 -
% “/(“ \

ce. %/

Juston Anderson
Acting Manager, Commercial Perf

Rt Hon Winston Peters//7

Minister for Statepw e)d)§nterpr|s
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Treasury Report: Consumer credit support

Executive Summary

You have received requests for funding support from several non-deposit taking lende
(NDTLs). The Treasury has been working with the Reserve Ban New Zealand (R
and the Ministry of Business, Innovation and Employment (MB ss these reque

understand the impacts of COVID-19 on the consumer credi eXisting mea{U(es to
support borrowers and lenders. \//

As a result of COVID-19, more people are expected to defa n existin Io;@é&ment&
and/or seek new debt to meet essential living costs. NDTLs are seeing the volume of
hardship applications continue to increase, with vulnérable consumer (who are usually low-
income individuals) and heavily-indebted house st at risk ‘dann\g is time.

o))
There are a range of existing measures by e\%@\ ent andindustry to help household
borrowers, including the mortgage repay '&%Te\rral schem ks, wage subsidies and

increased assistance to beneficiaries to-suf
of existing measures to help banks. T <
Consumer Finance Act 2003 (CCC /ﬁ‘%\
providing hardship assistance, andliquidity and ca al§
manage liquidity in the financi I—s\ys\tem’{ influence sht
O\ \ . Q -

‘ mpared to banks, NDTL customers are considered more
likely to be vulnerable borrowers’(who ar é{{élly‘)bw—income households) who may rely on
non-deposit taking Ien‘\dé[s{c\)s eet essential costs and service existing debt. NDTLs have
indicated they can<on ip assistance without liquidity support from the

%\p@\/ﬂde limited
government, andse l-have wri to you seeking funding support.

There are som le options to support NDTLs to enable them to provide hardship

i ustomer%ere are significant costs and risks involved.
On bals considerf{r@de come adequacy measures would provide better support
to f@g istresse%&io{ds than assistance to borrowers via NDTLs. There are
material-fiscal risks topr uia@ liquidity support for NDTLs, and our ability to influence the
support that lenders égtljéijl provide to their borrowers is limited. Providing support to

borrowers thro i
vulnerable bo

If you agreeiwe
on smalland.me
K\‘//

Recommended Action

ome adequacy measures also reduces the risk of a debt spiral for more
ith high cost loans.

report back to you with any further developments alongside our advice
dium-sized enterprises (SME) lending s9((®)(v)

We recommend that you:

a note that there are a range of existing government and industry measures to assist
households directly and to facilitate lenders to support their customers, for instance the
wage subsidy scheme, mortgage repayment deferral scheme and liquidity support to
banks and non-bank deposit takers;

b note that there is a potential gap in relation to the ongoing ability of NDTLs to provide
hardship assistance to their customers, who may include a disproportionate share of

lower income borrowers;
T2020/1063 Consumer credit support Page 2
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c note that several NDTLs have written to you requesting funding support to provide
assistance to their borrowers and continue lending;

d note that there are significant costs and risks to providing government funding support
to NDTLs, and the Treasury does not consider there is a strong policy rationale to do

S0 at this time because these institutions are less systemically important, undertake
higher risk lending and the government has less ability to i ce the actual ort
provided to borrowers; Yo,

w: \ N\

e agree that financial support to low-income househo therefore \Tﬂe}gbfe/
borrowers who fall largely in this category) via the e system is pre erred over
indirectly supporting vulnerable borrowers via fu,nging DTLs;
Agree/disagree —

f agree not to provide government financial ft to the sT\l:\eptor for the purposes
of supporting the consumer credit m@%/ >t
Agree/disagree N >

g g N

g agree that officials should dr@ponse to ;ﬂt&\;@){your consideration, which
icial

notes there is not a strong case forgovernme istance at this stage, but
encourages lenders to @j} further with’off

$9(2)(f)(iv)

\/(\s\

with the NDTL sector to better understand the
gccess to finance and alternative private sector

Agree/disagree / ;},\

N )

(
\\\\\\,)‘/}
Helen McDon -
Manager, E ic-Systems Directorate

/"7"‘\

[ ~ON\
RN \
N,

Hon Grant Robertson
Minister of Finance
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Treasury Report: Consumer credit support

Purpose of Report

1.  This report provides an update on how the consumer credi ark

et is belng aby
COVID-19, existing government and industry measures to address these i pacLs

ed from
C gh-
CI 0(1 whether

2. Households are facing increasing CW in meeti@ligaﬂons due to

reduced income or unemployment as a result of COVID-19. These obligations include
repayments for mortgages, car i
other personal loans. The po
and/or taklng on more debt to

r eﬁ1ents credit cards and
ial result is more defaulting on repayments,

et/essentl I i

e  Since mid Mé};h\ e volu
S|gn|f|cantly bGt tare begln [

ards’ﬁlp applications to banks has increased
lateau. As of 20 April, New Zealand Bankers’

antlmate(Lthelr inancial conditions worsening, rather than presently being in
owever, an increasing number of customers are now requesting
particularly for secured lending (e.g. car loans).

ications since the beginning of March as more high-risk applications come in
those concerned about COVID-19.
) New consumer lending and loan enquiries have decreased significantly since the

beginning of March (likely reflecting a decline in demand for consumption-driven
loans in uncertain economic conditions).

There are a range of existing measures to assist borrowers and lenders

4.  There are a range of existing and planned measures by the government and industry to
assist borrowers directly and to facilitate lenders to provide support to borrowers.
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Measures to directly assist borrowers

5.  Measures targeted at borrowers provide direct financial assistance to
consumers/households, usually in the form of income support or debt/repayment relief.
Existing measures to assist borrowers and households include:

) a six-month mortgage repayment deferral scheme o banks an%

non-bank lenders /-
o short-term loan repayment relief by NDTLs, s ne-month efe{}al for/ car
loan repayments during lockdown \5

. increased assistance to beneficiari
households and support household:

) allowing full-time students to
course-related costs.

Measures targeted at lenders

6. Measures targeted at Ienders%v]de liquidity.
lending institutions, whi e\qébles them to’provi \ardshlp assistance or other
repayment relief to b EX|st|ng}ne sto help lenders include:

ct 2003 (CCCFA) to ensure regulations do
hardship assistance

e ents and the removal of the loan-to-value (LVR)
s to provide mortgage repayment deferrals, and

7. Thetab ndlx 1 maps out these measures to assist lenders.
verseas?

What is h%
8. 20 credit relief in other countries has largely focused on voluntary measures
dvsaed by the private sector, facilitated by governments and regulators. Globally,
p%\%r\/sory and regulatory authorities have provided guidance to highlight greater
flexibility in regulatory treatment of lending related to COVID-19. Central banks have
helped facilitate this by providing funding to lenders that they deal with (generally larger
firms, and firms which are able to provide satisfactory collateral). Other forms of
government support have focused on direct grants instead of loans to alleviate financial
hardship.

Australia

9. Banks are offering customers the option to defer mortgage repayments for up to six
months, though interest will continue to accrue. This will not affect customers’ credit
ratings. Banks are also offering various hardship measures to assist customers with
credit cards and personal loans. The Australian Office of Financial Management
(AOFM) has also directly supported Australia’s equivalent of NDTLs via its A$15 billion
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Structured Finance Support Facility. We describe this in more detail below, as you
have received requests to do something similar in New Zealand.

United Kingdom

10. Inthe UK, customers with mortgages, personal loans and credit cards can ask for a
freeze on repayments for three months, which will not affect their credit rating but
interest will continue to build during this period. The Financial Conduct Authori
issued guidance that providers must not repossess peopl s during th
and cannot charge fees. Customers with overdrafts can eir pr0\(|/ders Lo

provide interest-free overdrafts for three months.

United States & &V

11. A new federal law puts in place two protection éor homeowner mgerally backed
mortgages: a foreclosure moratorium and aright to-forbearan i%:e wners without
a federally backed mortgage may have relie ions throug their tgage servicer or

state. Americans who meet certain inc eria will re b\eo/nomlc impact
\also wan& st and postponed

payments of US$1,200.The govern
¢
N >

repayments on all federal studentwlm ;
There are potential gaps, parﬁ@larl‘y for Iov{e\g\&ﬂge and NDTL borrowers

N

12. While there are aran

consumer credit bo d Ienderé,/ N\ u arIy to assist borrowers Wlth mortgage
debt and retail b : 1\q p in relation to the ability of NDTLs to
mers.

to be those who cannot access finance

mortgage debt (who are therefore supported by the
cheme and a greater range of hardship measures

1 by banks), NDFL k wers are expected to be lower income and higher credit
v New Zeal G\Eb ut 12% of households report not having enough money to
(mefef eir every%s and 1 in 4 households report having only just enough

ey (MSD, 201@)\ ome of these households will be unable to access bank lending

and may t)—% /ely on NDTLs.
14. Althou e are existing hardship measures designed to support low-to-middle

holds to meet their operating costs in the face of sudden decreases in
any more are expected to face income adequacy issues over the coming
u and other relevant Ministers have recently been briefed on options to
better's! support low-to-middle income people who will struggle to meet essential costs
dueto reduced income (T2020/920 refers).

15. Ideally, these further income support measures which are targeted to low-to-middle
income people will also go some way to address the issues related to vulnerable
borrowers, as these consumer groups have some overlap.

Non-deposit taking lenders have written to you requesting funding support

16. NDTL consumer lending is mostly unsecured or car finance. We expect that such
borrowing will generally be from those without a mortgage, such as tenants (as
borrowing via a mortgage would be substantially cheaper). Anecdotally, we understand
NDTLs tend to work with more vulnerable customers who cannot access similar credit
products from retail banks.

T2020/1063 Consumer credit support Page 6
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A number of NDTLs have written to you, the Treasury and the RBNZ requesting
funding support. You have received letters from:

) Financial Services Federation (or FSF, which represents a number of large
finance company NDTLS)

. the New Zealand subcommittee of the Australian Securitisation Forum

. SO &
/' >

. s9(2)(b)(ii) \\ )

NDTLs are reporting an increase in hardship requ&g& orrowers& l’/S are
requwed to con3|der hardshlp requests under the CCC but are sarily

fe\lyvr|tten reasons-if-they do not agree

ble_in court$)l\la derstand that most
and/or switching-to interest-only

7g-from one to's ﬁ}en}hs) For example, in
6,713 rec& \ardship assistance

esult.t

I/tlhﬁe 5, and have capacity for

r, it appears unlikely that all
the current economic downturn.
“the options available, depend on

NDTLs expect some impaired Ié%zhv
funding some repayment reli i
NDTLs will have sufficient pr or]s for the
The mechanism by whi affects the | an§

how the loans are fu B >
p
o Securitisatio 2. Loans ‘ré\@;l{aged and placed into a ‘securitisation
trust’. Invest@rs urchase al tin the trust and receive investment returns

over tlryfe as f,ﬁé/underlyln and interest are repaid. The originating NDTL
conti ueﬁo rryanage the loa the flow of repayments to the trust in-line with
e which include strict provisions for impaired loans and

s}e;é/‘Loans are held in ‘warehouses’ prior to securitisation. Major banks
Westpac) operate the main warehouses in New Zealand. Similar to
tisation trusts, they have rules for impaired loans and repayment relief. It
he ‘easier to negotiate changes to those rules (since the negotiation is not
a wide range of investors).

\ / /"

\\\ on-securitised loans: NDTLs originate and continue to hold the loan. The
ablllty of the NDTL to provide loan relief depends on its willingness and ability to
meet its ongoing costs (e.g. interest payments for the NDTLs own borrowing).
High loan impairment could lead to the failure of the NDTL.

20. The FSF has mentioned that in the short-term, some securitisations will have sufficient
reserves to sustain the structures for a few months of significant payment deferrals, but
some may fail soon after this without government intervention.

1 This data is from a survey of 75% of the FSF's members between 16 March and 9 April 2020,
across consumer and business loans.

2 Securitisations are made up of pools of similar loans (e.g. residential mortgages, credit card
loans and car loans). Total securitisation capital markets issuance in New Zealand was $1.43bn
in 2019.
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21. NDTLs, particularly those funded via securitisation may not benefit from increased
liquidity support already offered by RBNZ. Unlike banks, NDTLs do not have direct
access to the RBNZ’s liquidity facilities as these entities are not considered systemic,
do not have eligible collateral, and are relatively high risk (as reflected in credit ratings).

Accordingly, the FSF and other NDTLs are seeking liquidity support from the
n Australia. Th

he sectionqbéloyy.

(o <\

government along the lines of programmes being conducte

22 s9(2)(d)

There are key choices for yo@m ke in dett ini g whether further
government support should be provided RN

23. The Treasury has \
interventions ma)/r'tyg i@%o» Lneasures already in place.

24. The policy rqﬁoné’['é/@bﬂerpinni

borrowers by:

ring’borrowers ¢ s hardship assistance with respect to existing
obligations, e.g. for existing loans, extension of terms or repayment
ing rolled over

~—borrowers—,
S

[
[ ( N\

avoi@%@c\é isive defaults leading to personal bankruptcy, or the loss of key

assets onwhich finance is secured e.g. homes, cars, and
o iding policy that would force distressed households into a debt spiral.

/”' N

e \
Should\t;l}fggr?vernment support new lending as well as helping households meet their
existing finarncial obligations?

25. A key challenge is navigating the tension between the first two and last two bullet
points above. Depending on the viability of the borrower, easing terms for existing or
new consumer loans can either help households self-manage through the Covid-19-
related slump in income, or make an unrecoverable household debt position even
worse. Determining whether a borrower can successfully take on and repay more debt
is not straight-forward, and households seeking debt relief will have effectively self-
identified as already under debt stress.
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26. The potential for non-mortgage borrowing, particularly new borrowing, to generate poor
outcomes for households suggests that initiatives in this area should:

a.  Retain market disciplines on borrowers and lenders, especially for new
borrowing. This will help ensure granular retail lendin
made, limiting misplaced support for non-viable borr
risks are retained by lenders (not moved to the Cr

otherwise. ﬁQ\be/ln a
position to provide extensive loan relief due der financ )\prespures

arising from COVID-19.

C If point (b) cannot be achieved without ra{nsferr ng [materi J.SkS rom lenders/
investors to the Crown, consider dir visjon optloné \
Should the government support repayment '\ %\ager @ebt’?
27. Mortgage repayment deferrals pose.a &aﬁ er low ri oor outcomes for
households, as the debt is at lo interest rates, Icﬁw -dated; and secured against a

crhg The risks of poor
Id balance sheets, higher loan

(generally) appreciating asset
outcomes for households in
interest rates and loans that are insecured, 0 Ired against depreciating assets
(e.g. vehicles). Unfortu \hese chara QH\LI; 1atch the loans of many
households not assi tdeferrals namely tenants. We do not
currently have acc

28. Providing a loan! d%@ma or non- \ge debt (e.g. a 6-month deferral on a two-year
car loan at interest 0f 16% p.a.) ickly lead to a much higher interest cost and
\@urdﬁn on borrowers rticularly for high-cost short-term loans. In
it may be eneficial to consider direct support to low-income

ch in turn sup vulnerable borrowers who are usually in this group)

han, support through NDTLs
Shouldthe gove nment sup| %deposit taking lenders who engage in higher risk lending
: , p%grtafnt'?

SN
29. here are key dlf‘ere es which mean that measures supporting NDTLs are less
consistent %}e pollcy rationale outline above because:
53

0

an 1 ,
/arger NDTLs do offer mortgages (roughly 2% of mortgage debt)* and car
\ NS,

T—/nance companies tend to offer a high risk/return model, which combined with
general decrease in quality of assets and credit applications could risk any
assistance packages transferring risk from the businesses and investors to the
Crown. NDTLs lend to higher risk borrowers and high-interest loans can
contribute towards vulnerable people entering a debt spiral.

8 However, the deferral and accumulation of past due and unpaid interest can quickly add up and lead to
bigger debt issues in the future.

4 We understand that many non-bank mortgages are to those who are unable to access bank finance, such
as some property developers and self-employed people who do not have a solid financial history or regular
income.
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) NDTLs are not currently prudentially regulated by the RBNZ and are exempt from
the governance and disclosure requirements under the Financial Markets
Conduct Act 2013. They represent a small proportion of total lending so do not
present financial stability risks. There is less regulatory oversight of the sector
relative to other lenders, and therefore less ability to i se Iending conditions
and ensure that institutions are adequately managin

e ;7
There are some potential options to provide fun port to Ie dgrsf b/ut

broader income adequacy measures may be more nef|C|aI/tQ borrowers

30. We do not consider there is a strong polic
at this time for the above reasons, but w

i ue to en
explore alternative solutions. There is also- e of wo
further income support, which may di &@a:ssst low-i

therefore also vulnerable borrowers..

31. On balance, we consider these %
better support to these grou
material fiscal risks to providi 1qu¥d|ty sup TLs, and our ability to influence
the support that lender ‘ally provide t pha‘r srowers is limited. Providing support
to borrowers through in \ ‘*dequacy measures also reduces the risk of a debt spiral
{ ssistance is Us 1 by borrowers to make repayments then it
won'’t result i |n mperes onhtinuing to e\h@ whereas enabling loan deferrals will
increase the ove(alT ne\o ofthe b rs).
/

ga\gy/fneasures may provide
e

rs via their lenders. There are

non-deposit taking lenders
d that the government could invest in securitisations

32. The main options suggested by gDTLs are for the government to provide funding that

the firms to payment deferrals to their customers, and make
nvestments that wo 1elp-the sector keep lending. Our understanding of the
roposals (whic understand are being undertaken or explored by the AOFM in
% trélia) is tha; th uld involve:

./ ~Government investing into existing securitisations at a junior level (only senior to
\;?re DTL itself) to provide continued cashflow to senior security holders, whilst
\\ “enabling payment deferrals for the underlying borrowers. The Government would
be repaid if/when the underlying borrowers top-up the deferred payments at a
later date.

o Government providing funding of warehoused loans that are not yet securitised,
facilitating the provision of relief to the underlying borrowers.

33. A simpler option (not being explored in Australia) that has been suggested here would

involve the Government providing liquidity directly to NDTLs, likely in the form of
unsecured loans.
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There are costs and risk associated with government financial support for NDTLs

34. The Treasury’s initial assessment of the above options is that:
[ ]
SMEs.

e  Thefiscal costs may be relatively hi h.CNbT loans aré rel:
(compared to bank loans). For some op i e goverﬁmeﬂq
relatively low ranking securities with-significa nt risk r\n payment

) There are communication rij i |c 0 exit the
intervention. There are likely- ' u hy government is
supporting high-cost loa : nd it will be difficult for
government to influence-t i 's). Exiting the investments may also
be difficult, with potenti C inancial support if loan
impairment is highert t collection is triggered on a
larger scale.

) Intervention crowd- ch(t b{\\/ e sector solutions and compensate
NDTLs andAﬁ s forri ﬁstlng in existing securitisations, the
government. pensating existing security holders for losses
and/or{ilgs t's intervention may be aimed at supporting
the borr continued cashflow to investors and de-risk
th are relatively high risk, reflected in higher interest

-
Impact DTL sectoﬁ(pm 0 government support

36.

37.

O )

The donsequeﬁpes \ft acting to support the NDTL sector at this time could reduce
size of the sgc for, and its ability to support an economic recovery, for a number of
years.> W pa{e that some securitisations may end up in amortisation in the
comlng sulting in losses for some investors and a weaker securitisation
mar future.

Th"é"‘s itisation markets in Australia and New Zealand are very different in nature,

hkcﬁ justifies different approaches. In Australia, the size of the securitisation market
(issuance over 2017-2019) is approximately A$122 billion and mortgage-backed
securities made up around 85% of that. This made the non-bank mortgage originators
a small but significant competitor to the major banks in mortgage issuance (around 5%
of the market). We believe the key objectives for the AOFM in intervening are to
support competition in the non-bank lending sector, particularly for business lending
and mortgage-backed securities.

On the other hand, in New Zealand the securitisation issuance was $2.9 billion over
2017-2019, and mortgages were only around 30% of that (the rest is almost all credit
card and automotive loans). As noted earlier non-bank mortgages are only around 2%
of the market (and mostly not funded by securitisation).

5

The securitisation market in New Zealand mostly shut down after the Global Financial Crisis, and only re-
emerged in the last three years.
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38. For borrowers, the impact of NDTL failure or securitisation trust amortisation may be
disruptive. Where the NDTL fails, the loans will be on-sold, but terms of the loan for the
borrower will remain the same. Borrowers may face more aggressive repayment
demands.

39. We recommend that you decline the funding requests from the NDTL sector, but
officials will continue to engage with the sector on alternative solutions and barriers,
and options to support new SME lending.

Should the Government support non-deposit taking lenders to ccess tgﬂ;ﬁédj@
SMEs? D)
<5/
40. The focus of this paper is on consumer credit mar@) ever, NDTL Ef play a
role in providing access to finance for businesses. \20
of the larger NDTLs; indicates that

icle/fleet firéncig e balance is
equipm i:mgerty mortgages,

41. Information from the FSF, which includes
business lending in the sector is around
largely secured loans (e.g. loans secured-
unsecured loans and operating leas

@h\lc leases)
42. While the Treasury recommends.agai vernment-fun support for NDTLs for the
purposes of supporting consun@gh r work is ne

necessary to advise on the sector's
the SME lending market that are
ot yet implemented significant
~Consumers, on the other hand,
rts. There are also different

role in supporting SMEs. ND y service pér
not well supported by banks, and the government
SME borrowing support outside the banking se

have access to a range of direct governm
objectives to suppo , SN
intervention option f.consumers; the focus is on assisting with existing debt

43, 9@OM W %
VERSN,

t6 provid/eé;% assistance to borrowers
There is ongoin *K\ghyfurther income support measures, which will directly assist low-

here is other work in the welfare space which may be considered relative
subsn\ for government interventions in the consumer credit space, such as further
in ‘o‘mje\‘s pport measures. These include:

e -
) a time-limited weekly payment to those who have recently lost their jobs

o decisions on the future of the wage subsidy scheme

) additional income adequacy options, including further increases to main benefits,
changes to the accommodation supplement, and rent arrears assistance.

45. You and other relevant Ministers have been briefed separately on these initiatives and
we are not seeking a decision from you in this area.

T2020/1063 Consumer credit support Page 12

IN-CONFIDENCE



Item 17
Page 169 of 175

IN-CONFIDENCE

46. However, some vulnerable borrowers, such as beneficiaries who have existing loans
with high-cost lenders, will still face difficulties meeting debt repayments, even with
further welfare measures, particularly if these are only temporary. Further work could
be done to consider the transition from temporary welfare support to longer-term
solutions to assist vulnerable borrowers, such as access to lower cost credit through
other means.

A pause on government debt collection was considered, but [ ion that alr%dy \exists

in the system provides support to debtors ~

47. A pause on government debt collection was raised as ption as.part éﬁe response
to COVID-19, in order to support the incomes of | people owing debtto-.government
agencies. 9 > :

48. The cross-agency Debt Working Group co ega?tment of Prime
Minister and Cabinet (DPMC) is broadly su ive of the toease pressures
facing government debtors, particul Inerable bor vers:.However, the Group is of
the view that existing policy and r ettings ‘ nC|es the discretion to
ease repayment burdens on d % h agenci Jq ve been pursuing. For this
reason, the Group does not r any short-tet hanges in the context of
COVID-19 to government debt.c ue/Ctlon by the. Mi ' of Social Development, the
Ministry of Justice and | a Revenue Additio tors include:

49.

eva OVID-19 experience into future work on debt to
government, irf’(;]u tential options for reform.

\tmy and sectoral initiatives which may assist borrowers

her initiatives being explored by other government agencies which
r indirectly assist consumer borrowers. These include:

C viding hardship assistance to consumers through individual sectors, including
\\ )t;lecommumcatlons and energy

. s9(2)(9)(0)

. s9(2)(9)(0)

) exploring support to community finance groups to provide lower cost lending to
vulnerable consumers.

51. We note that MBIE is also considering regulatory relief to NDTLs to remove some legal
risks around hardship assistance processes they are already using to respond to their
customers.
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Next Steps

52.  We will report back to you with advice on further options to support SME lending,
s9(2)(M(iv)

53. If you are asked to respond to the requests for assistance from NDTLs, you could state
that there is not a strong case for government financial assistance apparentsa:téﬂm‘%S
fiCi he

stage. You could encourage lenders to engage further wit
barriers to providing hardship assistance to their customers a D
sector solutions, and state that you are also considering options to quﬁ'i SME
lending. If Australian actions are mentioned, you co e that they have-a-much

larger NDTL market (especially in mortgages) an onie further than other
countries (e.g. the UK). We will draft a respon e\to NDTLs for yo onsNngtion.

alternative privat
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Appendix 1

NDTLs
I ey I i

Entities 26 banks 9 credit unions i 65+ non-deposit taking finance companies

Total assets 5404.3b $1.142b

Customers Millicns 170,128 members 34,470 accounts

ian $11b
(56% consumer loans, 44% business loans)

1.3 mil consumer customers (credit cards,

51.07

(personal loans and __ (mainl nrtﬁage 8y ) rs (SMEs, car loans etc.)
deposits) / ’Jehgiing)_ Vi ] ans, residential 88,739 business customers (vehicle
Customers oftendn < 'gmers often /Mo transactional  finance etc.)

specific indusfries. centrated in one_

High Maori 3 WOH (e.g. Neﬁqn)\\\
| (TS \
NN )

services Customers generally lower
income/ivulnerable.

Pacifica nul

Support for existing Yes
lending — Mortgage CCCFA exemptions (MBIE)
and loan relief - Capital reguirements relaxed

(RENZ)
- Liguidity support (RBNZ) /
Support for new Yes
lending - Business Finance Guaranitee

scheme (Tsy)

- Term lending liquidi
(RENZ)

- Reducing Banks’
raties and del ed\\
implementation @n
requirements (RBNZ}—

s9(2)(A(iv)

Key regulations

Prudentially Yes / N{ N N Yes No
regufared? (directly supervised by F‘Q )> Tsyjaer\.rised by trustee companies & different capital requirements to banks)
Subject to the /7,_\\ \ Yes
CCCFA? g/ N\ {lender responsibility rules & reguirements to consider hardship applications)
| (Wén\dé;rs have indicated a willingness to work with bormrowers experiencing or anticipating repayment difficulties)
Conduct regulation Yes (generally) ~— )/
under the FMC Acr? (standard bank prod / Yes (generally) No (generally)
including term deposit and (credit unions, building societies and finance companies must issue product (these entities do not take
savings accounts are regulated disclosure statements and are subject to governance reguirements) investments/deposits from retail customers)
by the FMC Act)
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A wv
TE TAI OHANGA
THE TREASURY

Reference: T2020/1236 SH-1-6-1-3-3-14

Date: 29 April 2020

To: Minister of Finance (Hon Grant Robertso
Deadline: None

(if any)

Aide Memoire: Active Labou

You have expressed interest in th%z A response to COVID.
n

MSD, working with Treasury, M \ , Wi ider fuller advice to you and
other ministers next week. This p n;p“rovides“ : 's'initial view on ALMPs.

N\ )
policies RN
p labour suppj§, osKilling (through training for basic
‘ s 6@‘3@‘;3 and better skills matching (through job
brokerage servicgshﬁ'[hgw are sep om, but should be considered alongside,
other labour supply pelic e tertiary and compulsory education
systems and’‘migrati n. In New 1d,various agencies (including MSD, MBIE, TPK
and Correc e led ALM ammes.

ALMPs cover arange o
ALMPs are designed to he
skills, work-readine‘f{;f/br\ or-specific

rucial part ernment’s labour market response to COVID

I'governm ‘tgr/e nse to rising unemployment will rely on a range of

o’support j é@s, employers and the wider economy. ALMPs can add
ng equity objectives and attempting to avoid long-term

R4
detachment fr@)our market. Brokerage services and job readiness
> ,

programme ample, help individuals who may be disadvantaged by low levels of
social, fina or human capital compete more effectively in the labour market.

ALMPsshould be targeted at the people they can most help

The quéjnployed population will have greatly differing backgrounds and support needs,
only some of which will be best addressed through ALMPs. Three illustrative population
examples are given below. Importantly, some of those in need of ALMP programmes in
the near future (such as in population 1 below) will differ from the target cohort of
recent ALMP programmes (such as the long term unemployed or NEETS).

1. Discrete skills gap. For example, someone who has lost employment after
many years working in the same organisation. They may require support
navigating modern job application processes or a short course giving them a
specific new skill. ALMPs may be suitable.

Treasury:4381749v1 IN-CONFIDENCE 1
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2. Substantial retraining requirements. Many career changers, for example a
hospitality worker who wishes to become a nurse, will be best served by the
tertiary system. New Zealand’s demand-driven, flexible system has capacity to
accommodate the increase in enrolments we expect to see based on previo
downturns. We are working with MoE on initiatives to b tt ip the syst&
meet this change in demand. Tertiary may be more s t n training- ase

tertlar3§ §Q<n/

eek

ALMPs, though careers guidance could facilitate

employment at thelr current skill level and aynot require govern

-t(erm income supportsTF
particularly true for those with high ski d strong ( bﬁg\n rket
attachment (for example, an in-house- ade re é@*ﬂ@pm an airline may
wait for a legal vacancy in anothe &%Qrt becom %e)’ but also applies to
some mobile workers with low i joining the agricultural
sector). Specific ALMPs wo \b\u/t ‘more general support (such

as case management ser&\i@d be app 'a¢{3§for some individuals.

ALMPs are important to£ have somelimi
ALMPs are unlikely to redt g\%eadlme une foymen without measures to increase
labour demand, though't! supportfa{b@.‘m rket equity and efficiency. New

Zealand has high skﬂ’rs vels; good j0: temng rates and, pre-COVID, low
H

unemployment, mdlcatmg \a’strong exible Iabour market. This suggests the
current mcrease/ln\é némployme tis. rily a demand side issue (though there are

longstanding/iss e\go some %su as low labour force attachment).

Desplte/some uccesses, many previous ALMPs have had underwhelming results.
i t results in New Zealand and internationally have

ernment’s vision, employment services achieve very mixed
meta-analysis of international ALMP evaluations found that

G(MSS,lstance programmes yield relatively favourable programme
impacts, [tr % rammes] in the short term often appear ineffective [though are]
associat positive medium term impacts.” MSD evaluates that over 25% of its

MPs has had mixed to negative impacts.
,//:\\
Given low démand for labour, training initiatives face barriers to success
The dominant characteristic of the labour market in the near-medium future will be low
demand for skills across the economy. Of those skills shortages that do emerge, only
some will be amenable to the short offerings found in traditional ALMPs (for example a
shortage of nurses can only be addressed through the tertiary system or immigration).
It will therefore be highly challenging to design interventions that genuinely benefit
individuals (through equipping them with skills that actually increase their employability)
whilst managing the risks (as well as the opportunity cost to government and the
individual, ineffective interventions can damage sense of self-worth and confidence in
government). Aligning training interventions with emerging skills needs will be crucial to
improve the likelihood of ALMP success.
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We suggest using the following principles to guide decisions around ALMPs
We are engaging with other agencies to develop a cross-government set of principles,
building upon this initial guidance.

1.

/ 7%
[~
‘ )

N
o\\Iréasury is undertaking work to better understand the likely characteristics of

Alignment with economic and fiscal strategy. ALMP. st prepare pe@@
the post-COVID economy to be successful in the med ‘ Yo,

Maintain a strategic focus on medium term is the NZ labg\ rM%et
such as the economy’s changing skills needs, ues of equity a EV J

productivity, whilst taking steps to address n w challenges.

Prioritise targeted interventions rathe
support equity goals.

Consider who is best placed to e pr oners individuals
and others (including Iwi, commu ps and NG h e arole in
supporting employment. If government is best plé develop and deliver

initiatives, it should conside gency s vér the service.

o \We 'ons have both a fiscal and

O

Make use of the evidenc%S’/Lr(effectlve
human cost. Where evVidence is lacking; @n\o ive trials may be appropriate.
New policies sho %} rate hlgh qu ‘monitoring and evaluation
arrangements t improve future ,p@\%l

AN /
ritise temporary interventions where
ent in services that limit further policy
years. We should prioritise temporary

%
ul of C%Wues across the public sector

A%

3 >
working frp@ncy to progress work on ALMPs:
N )

—/
e MS %ted by MBIE, MoE and Treasury, with input from across
e

dentify opportunities to expand existing services and suggest potential

nt, is undertaking an accelerated stocktake of existing ALMPs. This
I
%gn the current offering.

the current and future unemployed cohort.

e MoE is undertaking work to support the tertiary system, including acceleration of
RoVE, support for apprenticeships, managing increased tertiary demand and
changes to the regulatory framework, for example to facilitate an expansion in
microcredentials. You will receive advice on some aspects of this as part of the
CRRF process, with further advice to come next month.
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¢ We advise on MSD’s CRFF bids, including measures to meet increased
demand for existing services, employment support for disabled people and
offenders, construction skills initiatives and $9®)v)

e We will provide advice on ALMP-related bids for the CRRF fund; bids ha&
e from MoE and M

been received from multiple agencies in addition to tho

J

SD.
)
—/
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