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Dear  

 

Thank you for your Official Information Act request, received on 18 January 2021.  You 

requested the following: 

 

• Joint Report by the Treasury and New Zealand Infrastructure Commission 
T2020/2537: Update on Transmission Gully negotiations to mitigate the impact of 
COVID-19  

• Treasury Report T2020/2712: Proactive release of Cabinet paper on reporting 
extensions due to COVID-19  

• Aide Memoire T2020/2649: Commercial Performance State of Play as at 5 
August 2020 

• Aide Memoire T2020/2751: Commercial analysis to support consideration of the 
proposed Transmission Gully Settlement  

• Treasury Report T2020/2641: Air New Zealand Results Announcement  

• Treasury Report T2020/2787: Final steps to continue New Zealand's participation 
in International Monetary Fund borrowing Arrangements 

• Treasury Report T2020/2064: Processing New Zealand's contribution to the 
World Bank capital increase package 

• Treasury Report T2020/2845: Current suite of policies available to respond to a 
resurgence 

• Aide Memoire T2020/2848: Increasing COVID-19 alert levels: implications under 
PPP settlement agreements  

• Joint Report by the Treasury and Inland Revenue T2020/2866: Options for 
Changing the Small Business Cashflow Loan Scheme 

• Reserve Bank of New Zealand Report 5718: Letter to MOF 2020 Dividend 
Recommendation  

• Treasury Report T2020/2905: Initial Advice on a Hospitality Sector Support 
Package 
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• Treasury Report T2020/2965: Experimental estimates of New Zealand's Wealth 
Distribution  
 

On 4 February 2021, we transferred your request for Reserve Bank of New Zealand 

Report 5718: Letter to MOF 2020 Dividend Recommendation to the Reserve Bank of 

New Zealand.  

 

On 5 March 2021, we released Treasury Report T2020/2965: Experimental estimates 

of New Zealand's Wealth Distribution to you in advance of the rest of the requested 

documents.  

 

Information being released 

Please find enclosed the following documents: 

 

Item Date Document Description Decision 

1.  4 August 2020 Treasury Report T2020/2712: Proactive release 

of Cabinet paper on reporting extensions due to 

COVID-19 

Release in full 

2.  5 August 2020 Aide Memoire T2020/2649: Commercial 

Performance State of Play as at 5 August 2020 

Release in part 

3.  11 August 2020 Treasury Report T2020/2787: Final steps to 

continue New Zealand's participation in 

International Monetary Fund borrowing 

Arrangements 

Release in part 

4.  12 August 2020 Treasury Report T2020/2064: Processing New 

Zealand's contribution to the World Bank capital 

increase package 

Release in part 

5.  13 August 2020 Treasury Report T2020/2845: Current suite of 

policies available to respond to a resurgence 

Release in full 

6.  14 August 2020 Joint Report by the Treasury and Inland 

Revenue T2020/2866: Options for Changing the 

Small Business Cashflow Loan Scheme 

Release in full 

7.  20 August 2020 Treasury Report T2020/2905: Initial Advice on a 

Hospitality Sector Support Package 

Release in part 

 

I have decided to release 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 6b – the making available of that information would be likely to prejudice 
the entrusting of information to the Government of New Zealand on a basis of 
confidence by— 
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(i) the Government of any other country or any agency of such a Government; or 

(ii) any international organisation, 

• personal details, under section 9(2)(a) – to protect the privacy of natural persons, 
including that of deceased natural persons, 

• under section 9(2)(c) – to avoid prejudice to measures protecting the health or 
safety of members of the public 

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

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

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

• direct dial phone numbers of officials, under 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 you have requested is scheduled to be made available on the 

Treasury website in mid to late April: 

 

Item Date Document Description Website Address 

8.  3 August 2020 Joint Report by the Treasury and New 

Zealand Infrastructure Commission 

T2020/2537: Update on Transmission 

Gully negotiations to mitigate the impact 

of COVID-19 Publicly available 

To be made publicly 

available on the Treasury 

website: 

https://www.treasury.govt.

nz/publications/other-

official-

information/information-

releases 

9.  5-August 2020 Aide Memoire T2020/2751: Commercial 

analysis to support consideration of the 

proposed Transmission Gully Settlement 

Publicly available 

10.  14 August 2020 Aide Memoire T2020/2848: Increasing 

COVID-19 alert levels: implications 

under PPP settlement agreements 

Publicly available 

 

 

https://www.treasury.govt.nz/publications/other-official-information/information-releases
https://www.treasury.govt.nz/publications/other-official-information/information-releases
https://www.treasury.govt.nz/publications/other-official-information/information-releases
https://www.treasury.govt.nz/publications/other-official-information/information-releases
https://www.treasury.govt.nz/publications/other-official-information/information-releases
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The following information is publicly available on the Treasury website: 

 

11.  11 August 2020 Attachment to Treasury Report 

T2020/2712: Proactive release of 

Cabinet paper on reporting extensions 

due to COVID-19: Cabinet Minute GOV-

20-MIN-0016: Legislative Amendments 

to Reporting Timeframes due to COVID-

19 

https://www.treasury.govt.

nz/publications/cabinet-

minute/gov-20-min-0016-

legislative-amendments-

reporting-timeframes-due-

covid-19  

 

Accordingly, I 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. 

Information to be withheld 

I have decided to withhold the document Treasury Report T2020/2641: Air New 

Zealand Results Announcement in full, under the following sections of the Official 

Information Act:  

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

• certain sensitive advice, under section 9(2)(g)(i) – to maintain the effective 
conduct of public affairs through the free and frank expression of opinions, 

• privileged information, under section 9(2)(h) – to maintain legal professional 
privilege, 

• confidential information, under section 9(2)(j) – to enable the Crown to negotiate 
without prejudice or disadvantage, 

• staff information, under section 9(2)(k) – to prevent the disclosure of information 
for improper gain or improper advantage. 

 

In making my decision, I 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. 

https://www.treasury.govt.nz/publications/cabinet-minute/gov-20-min-0016-legislative-amendments-reporting-timeframes-due-covid-19
https://www.treasury.govt.nz/publications/cabinet-minute/gov-20-min-0016-legislative-amendments-reporting-timeframes-due-covid-19
https://www.treasury.govt.nz/publications/cabinet-minute/gov-20-min-0016-legislative-amendments-reporting-timeframes-due-covid-19
https://www.treasury.govt.nz/publications/cabinet-minute/gov-20-min-0016-legislative-amendments-reporting-timeframes-due-covid-19
https://www.treasury.govt.nz/publications/cabinet-minute/gov-20-min-0016-legislative-amendments-reporting-timeframes-due-covid-19
https://www.treasury.govt.nz/publications/cabinet-minute/gov-20-min-0016-legislative-amendments-reporting-timeframes-due-covid-19


 

5 

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

Ombudsman to investigate and review my decision.  

 

Yours sincerely 

 

 

 
 

 

Jean McDowall 

Senior Advisor, Ministerial Advisory Service 
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Treasury Report:  Proactive release of Cabinet paper on reporting 
extensions due to COVID-19 

Date:   4 August 2020 Report No: T2020/2712 

File Number: ST-5-4 (Performance Measurement 
and Management) 

Action sought 

  Action sought  Deadline  

Minister for State Owned 
Enterprises 

(Rt Hon Winston Peters) 

Note the release of a briefing 
covering extensions to the annual 
report timeframes in the State- 
Owned Enterprises Act 1986 

10 August 2020 

Minister of Finance 

(Hon Grant Robertson) 

Agree to the release of the attached 
papers 

10 August 2020 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Andrew Squires Senior Advisor, 
Strategic Performance 
Improvement 

n/a 
(mob) 

 

Megan Taylor Manager, 
Strategic Performance 
Improvement 

n/a 
(mob) 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

Enclosure: Yes (attached)   

s9(2)(k)
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Treasury Report:  Proactive release of Cabinet paper on reporting 
extensions due to COVID-19 

Purpose of Report 

1. This paper seeks your agreement to proactive release on the Treasury website of 
Cabinet Paper GOV-20-SUM-0016 Legislative amendments to reporting timeframes 
due to COVID-19, the associate Cabinet minutes and the Treasury reports comprising 
the key advice for the Cabinet paper (TR2020/1636, TR 2020/1742 and TR 
2020/1890).  These documents are attached. 

2. We propose to release these documents on or about 10 August 2020.  This will either 
be soon after the legislation proposed by the Cabinet paper is introduced and passed, 
or soon after the House rises for the Election (if the legislation proposed is not passed).   

3. The only redactions we propose are the telephone numbers of the Treasury staff on the 
briefing coversheets (these redactions would be made prior to release). 

4. We have consulted with the Department of Internal Affairs, the Ministry of Business 
Innovation and Employment, the Office of the Clerk of the House, the Parliamentary 
Counsel Office, and the Office of the Auditor-General.  These agencies agreed the 
approach to proactive release and proposed no further redactions. 

5. The proactive release of this material is intended to meet the requirements set out in 
Cabinet Office circular CO (18) 4 – Proactive Release of Cabinet Material: Updated 
Requirements.   This circular requires all Cabinet and Cabinet committee papers and 
minutes, and key advice to support them, to be proactively released and published 
online within 30 business days of final decisions being taken by Cabinet, unless there 
is good reason not to publish all or part of the material or to delay the release beyond 
30 business days.   

6. The proposed proactive release date is approximately 35 working days after final 
Cabinet decisions were made.  This delay is provided for in the Cabinet circular under 
the provision of delaying release in order to introduce legislation into the House.    

Risks 

7. There are no risks in the release of this material if the legislation proposed in the 
papers is passed before the papers are released.   

8. If the proposed legislation is not able to be passed before the House rises for the 
election on 6 August 2020, there is a minor risk that the release of the material 
highlights possible impacts on the quality of reporting, as agencies focus on timeframes 
rather than quality.  Should the legislation not be passed, the Treasury would work with 
the Office of the Auditor-General on communications for mitigating the risks relating to 
agency annual reports, and would seek to discuss options with you for managing any 
risks relating to the statement on the long-term fiscal position.  

Next Steps 

9. The Treasury intends to release the attached papers on or about Monday 10 August 
2020. 
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Recommended Action 

We recommend that the Minister of Finance agree to the release of the attached papers. 
 
Agree/disagree. 
 
 
 
 
 
 
Megan Taylor 
Manager, Strategic Performance Improvement 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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1. New and notable issues 

 
Crown portfolio – Commercial entities 

More 
info? 

Entity / Issue Update 

 

KGH - preliminary 
financial results 
for the year 
ended 30 June 
2020 

(Alex Ng) 

Kiwi Group Holdings Limited (KGH) has provided the Treasury its preliminary, 
unaudited financial results for the year ended 30 June 2020 through its 
reporting obligations under the Uncalled Capital Facility with the Crown. Net 
after tax profit of 

 
 

Credit impairment losses were $51m, 
 This reflects the 

likely increase in risk across the portfolios that are currently masked by 
customer care packages and government financial support. 

 
Investment programme (including IT) operating expenditure of 

 and BAU operating expenditure 
 due to a number of factors,  

  
The Treasury is engaging with KGH and Kiwibank to better understand the 
components of this year’s result, and any further adjustments that might arise 
in the final audited results, before they are published on 1 September 2020. 
We expect to report back to Ministers during the week prior to result 
publication. 

 

KiwiRail 
sentenced for 
injured worker 

(Ann Webster) 

 

The judge in the Christchurch District Court sentenced KiwiRail on 24 
July 2020, after a worker was injured in August 2018 on the West Coast. 
 KiwiRail was fined $137,500 and was ordered to pay reparations of $20,000. 
KiwiRail accepted the court’s decision, expressing regret for the accident. It 
advised that it has provided the employee with practical and financial 
assistance, and has also reviewed and made changes to its procedures.  

    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 Shane Jones) 

    From:   Shelley Hollingsworth, Manager, Commercial Performance 

 Juston Anderson, Acting Manager, Commercial Performance 

This report provides an update on current issues in relation to commercial entities and multiple 
objective entities within the Crown portfolio. Please tick a box if you would like more information on a 
topic. 
 

 

s9(2)(b)(ii)

s9(2)(b)(ii)
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More 
info? 

Entity / Issue Update 

 

Kiwibank - 
privacy breach 

(David Stanley) 

 

As a result of an IT issue, statements that 28,000 Kiwibank customers were 
due to receive showed other customer’s transactions. The majority of those 
customers did not have visibility of the error as the statements were uploaded 
into their internet vault (and have subsequently been removed). However, 
some 4,200 customers were emailed the incorrect statements. The 
statements did not have the other customer’s account details (name, address, 
account and access numbers). They did contain personal information (to the 
extent the underlying transaction had personal information in it – for example, 
a payment’s recipient).   
Kiwibank has written to the 4,200 customers who received the wrong 
transaction history via email asking them to delete it immediately. Kiwibank is 
also writing to approximately 4,500 customers whose transaction history may 
have been shared with the wrong person, apologising for the error and 
outlining the steps it has taken to protect their transaction history. Kiwibank 
has advised the Treasury that a total of 3,000 credit card numbers were 
disclosed on the statements. The bank is offering to swap over these cards 
and will closely monitor the accounts for any fraudulent activity (although the 
risk of this appears low as other information such as expiry dates and PINs 
was not disclosed). 
Kiwibank has also contacted the Privacy Commissioner to explain what has 
happened and the bank’s moves to address the issue. Kiwibank met with a 
team from that office on 31 July 2020 to take it through what happened and 
the actions and fixes Kiwibank is undertaking.  

 

KiwiRail - 
appearance at 
Transport and 
Infrastructure 
Committee 

(Ann Webster) 

 

KiwiRail presented to the Transport and Infrastructure Committee on 30 July 
2020, on the petition of Wes Kirton requesting: That the House of 
Representatives urge KiwiRail, a State-owned enterprise, to reinstate a 
regular stop at Taumarunui on its Northern Explorer rail service, in the 
interests of tourism, economic development, and social mobility. Discussion 
with the Select Committee focussed on the pending return of the Northern 
Explorer service after being halted at the lockdown, which was announced on 
29 July 2020. Regarding Taumaranui, Greg Miller noted there was little 
demand for the stop with only 35 people stopping at Taumaranui, compared 
to 46,000 passengers carried on the Northern Explorer last year. Mr Miller 
emphasised that the Northern Explorer is a tourism, not a commuter, service 
and: 

• encouraged regions and their mayors to get in touch to discuss 
destination development to stimulate demand at non-scheduled stops, 
including Taumaranui. 

• advised that while KiwiRail would be keen to have discussions with the 
incoming Government after the election about the potential of further 
regional commuter rail, the Northern Explorer is not economically 
viable as a commuter service and would require Government funding. 
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More 
info? 

Entity / Issue Update 

 

Resignation of 
MetService board 
member  

(Murray Costello)  

Margaret Devlin, a director at MetService, has resigned with effect from 
21 July 2020. Her term of appointment was scheduled to end on 30 April 
2021.  This has happened because Mrs Devlin has been offered a 
governance role at Waimea Water. She was keen to accept that offer but 
needed to retire from one of her governance roles to have the necessary 
time. She was not expecting a further appointment to MetService in 2021 
because she would have served six years by that time, so decided to retire 
from the MetService Board. The Chair has advised that MetService does not 
need a replacement director in the short-term. A letter accepting the 
resignation will be provided to you this week to send to Mrs Devlin.   

 

AsureQuality - 
employee at 
Melbourne 
diagnostic 
business tests 
positive for 
COVID-19 

(Eva Parker) 

 

AsureQuality (AQ) has enacted its Business Continuity Plan following 
confirmation that an employee in Melbourne tested positive for COVID-19 on  
29 July 2020. 

. Although working 
offsite will delay a $0.8 million shipment, AQ has advised it will be able to 
recover this amount with minimal overall impact on the company’s business. 

 

 

KiwiRail - 
essential workers 
update 

(Ann Webster) 

 

As advised previously, some rail projects might be delayed due to issues with 
bringing 16 specialist personnel into New Zealand. This includes welding 
crews for Wellington and Northland, a track placing crew for Northland, and 
key designers to enable capital works and support KiwiRail’s CRL work. 
Although remote overseas crews are providing supervision of welding work by 
video link, this will not resolve all of KiwiRail’s specialist needs. KiwiRail 
understands that its current applications remain with Immigration NZ and 
advises that it expects to make further applications later in the year. 

 MetService - 
Updated Board 
fees letter is 
required 

(Murray Costello)  
 

It has been brought to the Treasury’s attention that the fees pool for 
MetService was not updated when Dave Moskovitz was appointed to the 
Board in March 2020. This meant the Board had nine directors for seven 
weeks, until the previous Chair Ant Howard retired on 30 April 2020. An 
updated fees approval letter will be provided this week for urgent signature, as 
MetService is finalising its draft annual report and needs to confirm that the 
fees paid comply with the pool approved by Ministers. 

 

Aviation sector 
update 

(Juston Anderson)  
 

This week Virgin Australia management is reported to be announcing its 
“vision” for the airline, under its (intended) new ownership. The new 
ownership is yet to be confirmed by a vote of creditors, which is now 
scheduled for 4 September 2020. Media reports suggest that “more than half” 
of Virgin Australia’s 9,000 staff will be retained, and employees who are made 
redundant will receive their full entitlements. The outcome for the airline’s 
creditors is yet to be announced: these include secured lenders and financiers 
($2.28 billion), unsecured bondholders ($1.99 billion), customers entitled to 
flight credits ($604 million), trade creditors ($167 million), aircraft lessors 
($1.88 billion), and landlords ($71 million). 

s9(2)(a), s9(2)(c), s9(2)(g)(ii)
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Crown portfolio – Multiple–objective entities 

More 
info? 

Entity / Issue Update 

 

Public Trust - 
income 
commission 
errors 

(David Stanley) 

 

Since providing a ‘heads up” about this issue two weeks ago, Public Trust has 
provided further information about incorrect charging of income commission 
on some client funds. Two issues were identified. 

 The overcharges and 
will be refunded (together with accumulated interest) to the customers. 

and Public Trust will only consider 
invoicing amounts undercharged in the last six months. Management is 
working on process and control improvements to prevent this issue from 
recurring in future. 

 
The second error arose during an upgrade of NavOne 

 Consequently, income 
commission was undercharged on many client invoices from  
The issue was largely resolved in with income commission 
shortfalls being recovered that month.  

 in the future, additional steps (including analysis and testing) will be 
included. The technology team is also considering a review of other 
modifications which have been undertaken. 

 

s9(2)(b)(ii)

s9(2)(b)(ii)

s9(2)(b)(ii)

Outside scope

Outside

scope

Outside scope
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2. Upcoming Reports/Cabinet Papers 
 

Company Report No. Subject Date 

Southern Response T2020/2745 Southern Response: Oral Item re 
appointment of an implementation agent 

7 August 2020 

Television New 
Zealand and Radio 
New Zealand 

T2020/2666 TVNZ and RNZ: Draft accountability 
documents FY20/21 

12 August 2020 

Commercial Portfolio  T2020/2766 Commercial Portfolio Companies’ Annual 
Shareholder Meetings 2020 

13 August 2020 

Air New Zealand T2020/2641 Air New Zealand Results Announcement 20 August 2020 

New Zealand Post  T2020/2748 SCI and Business Plan 2020/21 31 August 2020  

Commercial Portfolio  T2020/2767 Crown Company Performance Report for 
Year Ended 30 June 2020  

1 September 2020  

Solid Energy T2019/1841 Transfer of Rehabilitation Indemnity for 
Huntly East Mine to Escrow 

On Hold 

Landcorp T2019/1233 Landcorp - Waitangirua Land On Hold 

 
 

3. Upcoming Governance and Appointments Reports (SOEs portfolio only) 
 

Company Report No. Subject Date  Lead Minister 

 N/A    

 

s9(2)(b)(ii)
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4. Official Information Act (OIA) Requests under Action 
 

Company Report No. Subject Date Minister 

KiwiRail T2020/2541 
Request for T2020/380: 
Land Acquisitions for 
Marsden Point Rail Line 

6 August 2020 
Minister for State 
Owned 
Enterprises 

Christchurch 
International Airport 
Ltd 

20200259 CIAL Tarras International 
Airport 25 August 2020 

Minister for State 
Owned 
Enterprises 

Christchurch 
International Airport 
Ltd 

20200265 

All correspondence, notes, 
briefings or other 
information provided 
to/received by/written by 
MSOE about Tarras 
Airport proposal 

28 August 2020 
Minister for State 
Owned 
Enterprises 

Air New Zealand T2020/2478 

All advice/briefings/reports/ 
memos the MoF received 
on what should be required 
from Air NZ in order for the 
Government to provide 
financial assistance 

31 August 2020 Minister of 
Finance 

Television New 
Zealand T2020/2366 

Correspondence relating to 
TVNZ redundancies and 
restructuring 

11 September 
2020 

Minister of 
Broadcasting, 
Communications 
and Digital 
Media 

 
 
 
 
 
 
Shelley Hollingsworth Juston Anderson  
Manager, Commercial Performance Acting Manager, Commercial Performance 
 
 
 
 
 
 
Rt Hon Winston Peters Hon Grant Robertson  
Minister for State Owned Enterprises Minister of Finance  
 
 
 
 
 
 
Hon David Parker Hon Shane Jones 
Associate Minister of Finance Associate Minister for State Owned Enterprises 
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Annex: Entities covered by this SOP* 
 
Crown portfolio, excluding Multiple–objective entities 
 

Entities Shareholding Ministers 

State Owned Enterprises  

Airways  

AsureQuality 

Electricity Corporation of New Zealand 

Kordia 

New Zealand Post (NZ Post) 

Landcorp  

MetService 

Quotable Value (QV) 

Transpower 

 

- Minister for State Owned Enterprises 
delegated to Associate MfSOEs 
(Hon Shane Jones) 

 
- Minister of Finance delegated to 

Associate MoF (Hon David Parker) 
 

KiwiRail 

New Zealand Railways Corp 

 - Minister for State Owned Enterprises  
- Minister of Finance  

Orillion (Animal Control 
Products) 

 - Minister of Finance delegated to 
Associate MoF (Hon David Parker) 

- Minister of Biosecurity 

Mixed Ownership Model Companies  

Air New Zealand - Minister of Finance 

Genesis Energy 

Mercury NZ 

Meridian Energy 

- Minister for State Owned Enterprises 
delegated to Associate MfSOEs 
(Hon Shane Jones) 

- Minister of Finance 

Airports  

Christchurch International Airport 

Dunedin International Airport 

Hawkes Bay Airport 

- Minister for State Owned Enterprises  

- Minister of Finance  

 

Crown Entity companies  

Television New Zealand (TVNZ) - Minister of Finance 

- Minister for Broadcasting, 
Communications and Digital Media 

Statutory entities  

Public Trust - Minister of Justice delegated to 
Associate Minister of Justice 
(Hon Aupito William Sio) 

Other Crown-owned Companies   

Kiwi Group Holdings (KGH)  - NZ Post majority shareholder 
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Crown portfolio – Multiple–objective entities 

Entities Shareholding Ministers 

Crown Entity companies  

Radio New Zealand (RNZ) 

 

- Minister of Finance 

- Minister for Broadcasting, 
Communications and Digital Media 

Crown Irrigation Investments  - Minister of Finance 

- Minister of Agriculture 

Schedule 4A entities  

Crown Infrastructure Partners  - Minister for State Owned Enterprises 

- Minister of Finance 

Education Payroll  

The Network for Learning (N4L) 

- Minister of Finance delegated to 
Associate MoF (Hon Dr David Parker) 

- Minister of Education 

Southern Response Earthquake Services 

Ōtākaro 

- Minister of Finance 

- Minister for Greater Christchurch 
Regeneration 

Statutory entities  

The New Zealand Lotteries Commission - Minister of Internal Affairs 

Earthquake Commission - Minister Responsible for the Earthquake 
Commission 

 
*Treasury is the secondary monitor of Schedule 4A entity Research and Education Advanced Network New 
Zealand (REANNZ) and Crown Research Institutes (Institute of Environmental Science and Research (ESR), 
Landcare Research New Zealand, The New Zealand Institute for Plant and Food Research, National Institute 
of Water and Atmospheric Research (NIWA), GNS Science International, AgResearch and Scion Group). The 
advice and commercial performance overview of these entities is provided to you by MBIE and is not included 
in the scope of this State of Play. 
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Treasury Report:  Final steps to continue New Zealand's participation in 
International Monetary Fund borrowing arrangements 

Date:   11 August 2020   Report No: T2020/2787 

File Number: IM-1-1-11 (New Arrangements to 
Borrow (NAB)) 

Action sought 

  Action sought  Deadline  

Minister of Finance 

(Hon Grant Robertson) 

 

Sign the attached New 
Arrangements to Borrow consent 
form and the new Bilateral 
Borrowing Agreement contract  

20 August 2020 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Shay Duckworth Analyst, International N/A 
(mob) 

 

Kate Yesberg Team Leader, 
International 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

Note the IMF has requested that the Minister only sign the first separate signature page of the Bilateral 
Borrowing Agreement contract. 

Send electronic copies of the signed New Arrangements to Borrow consent form and the signed Bilateral 
Borrowing Agreement Contract to the Treasury Secondee at the IMF (Chris White).   

 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (NAB letter and consent form, and BBA contract attached) 

s9(2)(k)

s9(2)(g)(ii)
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Treasury Report:  Final steps to continue New Zealand's participation in 
International Monetary Fund borrowing arrangements 

Purpose of Report 

1. This report requests that you sign two documents to continue New Zealand’s 
participation in the International Monetary Fund’s (IMF) lending agreements, consistent 
with Cabinet’s decision on 27 July [CAB-20-MIN-0350 refers].  

Background 

The IMF requested that New Zealand continue its commitments with about a 6.7 per 
cent reduction  

2. On 16 January and 30 March 2020, the International Monetary Fund (IMF) Executive 
Board agreed a package of changes to two borrowing arrangements, the New 
Arrangements to Borrow (NAB) and Bilateral Borrowing Agreement (BBA), in order to 
maintain the IMF’s lending capacity. IMF Managing Director, Kristalina Georgieva, has 
requested that New Zealand consent to the changes to the NAB (Annex 1) and sign a 
new BBA contract (Annex 3). Once brought into effect, the key changes for New 
Zealand would be: 

• a reduction in New Zealand’s total lending commitments under these two 
arrangements, from about NZD 2.282b to about NZD 2.132b, 

• transferring most of New Zealand’s commitments from the BBA to the NAB, and 

• extending the time that the lending commitments will be in place, as shown in 
Table 1 below. 

 

Table 1: Requested changes to New Zealand’s IMF maximum lending commitments.  

 Existing arrangements Requested changes 

NAB SDR1 340m    
(NZD 730m) 

Terminates 
November 2022 

SDR 680m   
(NZD 1.46b) 

Terminates 
December 2025 

BBA USD 1b      
(NZD 1.56b)2 

Terminates 
December 2020 

USD 431m   
(NZD 672m) 

Terminates 
December 2023 

Total NZD 2.286b  NZD 2.132b  

 
1  Special Drawing Rights (SDR) are the IMF’s reserve currency. New Zealand dollar rates are 

calculated at 2.146850 as at 19 June 2016. 
2  USD exchange rate is 1.558621 NZD, calculated using the IMF’s exchange rates as of 19 June 

2016. 
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Analysis 

Cabinet recently authorised you to sign these Arrangements  

3. You sought Cabinet’s agreement to continue New Zealand’s participation in the IMF 
borrowing arrangements. On 27 July, Cabinet authorised you, as Minister of Finance, 
to [CAB-20-MIN-0350 refers]: 

a consent to New Zealand’s continued participation in the NAB until the end of 
December 2025, including a doubling of the maximum commitment to SDR 680m 
(NZD 1.46b)   

b sign the contract extending New Zealand’s participation in the BBA from end 
2020 to end 2023, and maintaining New Zealand’s USD 1b (NZD 1.56b) 
maximum lending commitment under the BBA contract until the NAB changes 
come into force, at which time, the maximum lending commitment will reduce to 
USD 431m (NZD 672m). 

4. Treasury legal reviewed the BBA contract and considers that it will have the effect 
described above.  

New Zealand’s continued participation will help support a stable global economy  

5. New Zealand’s participation helps the IMF maintain its lending capacity of SDR 717b 
(NZD 1,539b),  

Continued participation in these arrangements would slightly reduce the Crown’s 
current risk profile 

6. New Zealand receives a corresponding asset from the IMF when lending under these 
arrangements. The financial impact of lending is the difference between the interest 
rate for New Zealand government borrowing and the interest rate agreed by the IMF. 
Continued participation in these borrowing arrangements would maintain the Crown’s 
current risk profile, with a small reduction in risk as a result of the 6.7 percent decrease 
in total maximum lending commitments.  

Next Steps 

7. The NAB changes will not come into effect until there is agreement from participants 
representing 85 per cent of the total lending commitments, and no earlier than 1 
January 2021.  

8. The reduction in the BBA commitment will come into effect at the same time as the 
increase in the NAB commitment.  

 
 
 
 
 
 
 
  
 

s6(b)
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Recommended Action 

We recommend that you: 
 
a note that Cabinet authorised you to take the steps necessary to continue New 

Zealand’s participation in the IMF’s borrowing arrangements, including the changes 
requested by the IMF that are noted in this Report [CAB-20-MIN-0350 refers].  

 
b sign the form (Annex 2) consenting to New Zealand’s continued participation in the 

New Arrangements to Borrow until the end of December 2025, including a doubling of 
the maximum commitment to SDR 680m (NZD 1.46b). 

 
 Agree/disagree. 
 
c sign the contract (Annex 3) extending New Zealand’s participation in the Bilateral 

Borrowing Agreement from end 2020 to end 2023, and maintaining New Zealand’s 
USD 1b (NZD 1.56b) maximum lending commitment until the New Arrangements to 
Borrow changes come into force, at which time, the maximum lending commitment will 
reduce to USD 431m (NZD 672m). 

 
 Agree/disagree. 
 
 
 
 
 
Kate Yesberg 
Team Leader, International 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Annex 1: IMF letter seeking New Zealand’s consent to the New 
Arrangements to Borrow changes 

Attached as a separate document.  
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Annex 2: New Arrangements to Borrow consent form 

Attached as a separate document.  
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Annex 3: Bilateral Borrowing Agreement Contract 

Attached as a separate document.  

Note that the IMF has provided the instructions below for signing the contract. The key point 
in bold below is that New Zealand’s signatory should only sign the first separate signature 
page.  

 

Transfer and signing protocol for 2020 BBAs 

• IMF staff sends the electronic copy of the agreement to the designated contact in the 
ED Office. Please note that the agreements will have a separate signature page for the 
authorities and a separate signature page for the MD (though both signatures are 
shown in both pages). This is in line with practice for other IMF legal agreements in 
place (e.g., PRGT) amid the COVID-19 crisis. 

• The signing will be done in counterparts. Therefore, the signatory for the authorities 
should sign the first separate signature page. The Managing Director will sign 
the second signature page. Electronic signatures, wet signatures, and facsimile 
signatures (e.g. scanned copy of wet signature or mechanical reproduction via auto 
pen) will be accepted by the IMF.  

• The authorities should send the signed agreement electronically to their country or 
constituency ED office for onward transmission. We kindly request that the authorities 
do not send hard copies to IMF HQ as hard copies would just sit in the mailing room. 

• The ED office should then forward the signed agreement to the email group 
IMF2020BBAs@imf.org (this step is needed to ensure delivery to this email group, 
which may not be open to non-Fund email addresses).  The Managing Director signs 
the agreement. Please allow for a minimum of five days for the signing of the 
agreement.  

• IMF staff sends the electronic copy of the agreement with all the relevant signatures to 
the designated contact in the ED office.  
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Kristalina Georgieva 
Managing Director 
International Monetary Fund 
700 19th Street, N.W. 
Washington, D.C 20431 
UNITED STATES OF AMERICA 
 
 
Dear Managing Director 
 
In reference to your letter dated 24 January 2020, I am pleased to inform you that New 
Zealand, as a participant to the New Arrangements to Borrow, consents to the 
amendments of the NAB Decision and the increases of NAB credit arrangements of 
participants (including New Zealand’s credit arrangement) as approved by the 
Executive Board on January 16, 2020 (Executive Board Decision No. 16645-(20/5)).  
 
Yours sincerely, 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
New Zealand 
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Loan Agreement between Her Majesty the Queen in right of New 
Zealand acting by and through the Minister of Finance and the 

International Monetary Fund 
 
 
1. Purposes and Amounts. 
  

(a) To enhance the resources available on a temporary basis to the International 
Monetary Fund (the “Fund”) for crisis prevention and resolution through bilateral borrowing, Her 
Majesty the Queen in right of New Zealand acting by and through the Minister of Finance (“New 
Zealand”) agrees to lend to the Fund an SDR-denominated amount up to the equivalent of  
US$1,000 million (the “Loan Amount”); provided however that, upon the effectiveness of the 
increase in the credit arrangement of New Zealand under the Fund’s New Arrangements to 
Borrow (the “NAB”) as part of the reform of the NAB approved by the Fund under Decision No. 
16645-(20/5), adopted January 16, 2020 (the “NAB Reform”), the Loan Amount will be 
automatically reduced to an SDR-denominated amount up to the equivalent of US$431 million 
(the “Rolled Back Loan Amount”). 

  
(b) This agreement is based on Article VII, Section 1(i) of the Fund’s Articles of 

Agreement, which authorizes the Fund to borrow from Fund members or other sources if it 
deems such action appropriate to replenish its holdings of any member’s currency in the General 
Resources Account (“GRA”). This agreement must be considered in light of the Guidelines for 
Borrowing by the Fund, which make clear that quota subscriptions are and should remain the 
basic source of Fund financing, and that the role of borrowing is to provide a temporary 
supplement to quota resources. 

  
(c) This agreement and other bilateral borrowing agreements that the Fund has 

entered into or amended pursuant to the borrowing framework approved by the Fund in March 
2020 shall be referred to each as a “2020 Borrowing Agreement” and collectively as the “2020 
Borrowing Agreements”. Each bilateral borrowing agreement that the Fund entered into pursuant 
to the borrowing framework approved by the Fund in August 2016 shall be referred to as a “2016 
Borrowing Agreement” and collectively as the “2016 Borrowing Agreements”. The 2020 
Borrowing Agreements and the 2016 Borrowing Agreements shall be collectively referred to as 
the “Bilateral Borrowing Agreements”.  

  
2. Term of the Agreement and Use.  
  

(a) The term of this agreement shall end on December 31, 2023; provided that the 
Fund may extend the term of this agreement for one further year through December 31, 2024 by 
a decision of the Executive Board, taking into account the Fund’s overall liquidity situation and 
actual and prospective borrowing requirements, and with the consent of New Zealand. 

 
 (b) The 2020 Borrowing Agreements may be activated only after the Managing 

Director has notified the Executive Board that the  Forward Commitment Capacity of the Fund as 
defined in Decision No. 14906-(11/38), adopted April 20, 2011, taking into account all available 
uncommitted resources under the NAB (the “modified FCC”), is below SDR 100 billion (the 
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“activation threshold”); provided, however, that the Managing Director shall not provide such 
notification unless (i) the NAB is activated as of the time of the notification, or there are no 
available uncommitted resources under the NAB as of that time, and (ii) the activation of the 
2020 Borrowing Agreements has been approved by creditors representing at least 85 percent of 
the total credit amount committed under the 2020 Borrowing Agreements by creditors eligible to 
vote on such activation. For purposes of conducting a poll of eligible creditors, the Managing 
Director shall propose in writing the activation of the 2020 Borrowing Agreements and request 
the creditors’ vote. A creditor shall not be eligible to vote on the activation if, at the time of the 
vote, its 2020 Borrowing Agreement is not effective, or the relevant member is not included in the 
Fund’s Financial Transactions Plan for transfers of its currency. Nothing in this paragraph 2(b) 
shall preclude the Managing Director from approaching creditors before the modified FCC is 
below the activation threshold, if extraordinary circumstances so warrant in order to forestall or 
cope with an impairment of the international monetary system. 

 (c) If the 2020 Borrowing Agreements are activated pursuant to paragraph 2(b), they 
shall be automatically deactivated whenever the NAB is no longer activated, unless there are no 
available uncommitted resources under the NAB at that time. Separately, the 2020 Borrowing 
Agreements shall be deactivated if the Managing Director has notified the Executive Board that 
the modified FCC (excluding any amounts available under the Bilateral Borrowing Agreements) 
has risen above the activation threshold and: (i) the Executive Board determines that activation is 
no longer necessary; or (ii) six months have elapsed since the date of the Managing Director’s 
notification and, within that period, the modified FCC (excluding any amounts available under the 
Bilateral Borrowing Agreements) has not fallen below the activation threshold. If, after the 
deactivation of the 2020 Borrowing Agreements under this paragraph 2(c), the modified FCC 
were to fall below the activation threshold, the provisions of paragraph 2(b) will apply.  

 (d) During any period after the activation of the 2020 Borrowing Agreements as 
provided under paragraph 2(b) and for as long as the 2020 Borrowing Agreements remain 
activated in accordance with paragraphs 2(b) and 2(c), the Fund may (i) use the resources 
available under this agreement to fund any outright purchases made from the GRA during the 
term of this agreement and (ii) approve, during the term of this agreement, commitments of GRA 
resources under Fund arrangements whose purchases could be funded by drawings under this 
agreement at any time during the period of such commitments, including after the expiration of 
the term of this agreement and during any period in which this agreement is no longer activated 
in accordance with paragraph 2(c) of this agreement; provided however that the commitments 
covered under this clause (ii) shall also include any commitment whose approval caused the 
activation threshold to be reached.  
 

(e) Following an activation specified in paragraph 2(b), the resources available under 
this agreement may also be used by the Fund to fund the early repayment of claims under other 
2020 Borrowing Agreements if the relevant creditors under those other agreements request the 
early repayment of their claims in the circumstances specified in paragraph 8. Drawings may be 
made under this agreement to fund such early repayment of other creditors’ claims for as long as 
claims under the 2020 Borrowing Agreements remain outstanding, including after the expiration 
of the term of this agreement or during any period in which this agreement is no longer activated 
in accordance with paragraph 2(c).  
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(f) Drawing under this agreement shall be made with the goal of achieving over time 
broadly balanced positions among creditors under all Bilateral Borrowing Agreements relative to 
their commitments under these agreements. 

3. Estimates, Notices, and Limits on Drawings.  
 

(a) Prior to the beginning of each plan period for the use of bilateral borrowed 
resources, the Fund shall provide New Zealand with its best estimates of the amounts that it 
expects it will draw under this agreement during the forthcoming period, and shall provide 
revised estimates during each period where this is warranted. New Zealand shall not be 
included in the periodic plan, and no drawings shall be made under this agreement, if New 
Zealand is not included and is not being proposed by the Managing Director to be included in 
the list of countries in the Financial Transactions Plan for transfers of its currency. Moreover, 
no drawings shall be made under this agreement if New Zealand was included in the periodic 
plan but, at the time of drawing, New Zealand’s currency is not being used in transfers under 
the Financial Transactions Plan because of New Zealand’s balance of payments and reserve 
position. Where New Zealand was not included in the Financial Transactions Plan at the time 
of the vote on the activation of the 2020 Borrowing Agreements and is subsequently included 
in the Financial Transactions Plan, drawings may be made under this agreement to fund 
purchases made and commitments approved during the activation period unless and for so 
long as New Zealand notifies the Fund that it does not wish to be drawn upon for these 
purposes. 

(b)  The Fund shall give New Zealand at least five business days’ (Wellington) 
notice of its intention to draw, and shall provide payment instructions at least two business 
days (Fund) prior to the value date of the transaction by a rapid authenticated means of 
communication (e.g., SWIFT), provided that in exceptional circumstances where it is not 
possible to provide at least five business days’ (Wellington) notice, notification of intent to 
draw would be made at least three business days (Wellington) in advance of the value date, 
and New Zealand would make best efforts to meet such a call. 

 
4. Evidence of Indebtedness.  
 

(a) The outstanding drawings under this agreement will be included in the 
statements of New Zealand’s position in the Fund that are published monthly by the Fund. 

   
(b) At the request of New Zealand, the Fund shall issue to New Zealand non-

negotiable instruments evidencing the Fund’s indebtedness to New Zealand arising under this 
agreement. Upon repayment of the amount of any instrument issued under this subparagraph 
and all accrued interest, the instrument shall be returned to the Fund for cancellation. If less than 
the amount of such instrument is repaid, the instrument shall be returned to the Fund and a new 
instrument for the remainder of the amount shall be substituted with the same maturity date as 
the old instrument.  
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5. Maturity. 
 

(a) Except as otherwise provided in this paragraph 5 and in paragraph 8, each 
drawing under this agreement shall have a maturity date of three months from the drawing date. 
The Fund may in its sole discretion elect to extend the maturity date of any drawing or of any 
portion thereof by additional periods of three months after the initial maturity date, which 
extension the Fund shall automatically be deemed to have elected with respect to the maturity 
dates for all drawings then outstanding unless, at least five business days (Fund) before a 
maturity date, the Fund notifies New Zealand by a rapid authenticated means of communication 
(e.g., SWIFT) that the Fund does not elect to extend the maturity date of a particular drawing or 
portion thereof; provided however (i) that the maturity date of any drawing to fund purchases 
from the GRA shall not be extended to a date that is later than the tenth anniversary of the date 
of such drawing, and (ii) that the maturity date for any drawings to fund early repayments of other 
creditors’ claims in accordance with paragraph 2(e) shall be a single common maturity date that 
is the longest remaining maximum maturity of any claim for which such early repayment has 
been requested or the tenth anniversary of the date of the relevant drawing to fund early 
repayment, whichever is earlier. 

 
(b) The Fund shall repay the principal amount of each drawing or relevant part 

thereof on the maturity date applicable to that drawing or part thereof pursuant to 
subparagraph (a). 

 
(c) After consultation with New Zealand, the Fund may make an early repayment in 

part or in full of the principal amount of any drawing prior to its maturity date in accordance with 
subparagraph (a), provided that the Fund notifies New Zealand at least five business days 
(Fund) before any such repayment by a rapid authenticated means of communication (e.g., 
SWIFT). 

  
(d) Repayments of drawings shall restore pro tanto the amount that can be drawn 

under this agreement. The extension of the maturity of a drawing or of any part thereof pursuant 
to subparagraph (a) shall not reduce the amount that can be drawn under this agreement. 

  
(e) If a maturity date for a drawing is not a business day in the place where payment 

is to be made, then the payment date for the principal amount of such drawing will be the next 
business day in that place. In such cases, interest will accrue up to the payment date. 

 
6. Rate of Interest. 
 

(a) Each drawing shall bear interest at the SDR interest rate established by the Fund 
pursuant to Article XX, Section 3 of the Fund’s Articles of Agreement; provided however that, if 
the Fund pays an interest rate higher than the SDR interest rate on outstanding balances from 
any other borrowing on comparable terms that has been effected pursuant to Article VII, Section 
1(i) of the Fund’s Articles of Agreement, and for as long as the payment of such higher interest 
rate remains in effect, the interest rate payable on drawings under this agreement shall be 
equivalent to the interest rate paid by the Fund on such other comparable borrowing. 
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(b) The amount of interest payable on each drawing shall be calculated on the basis 
of the outstanding amount of the drawing. Interest shall accrue daily and shall be paid promptly 
by the Fund after each July 31, October 31, January 31, and April 30. 

 
7. Denomination, Media and Modalities of Drawings and Payments. 
  

(a) The amount of each drawing and corresponding repayment under this agreement 
shall be denominated in SDRs. 

 
(b)  Unless otherwise agreed between the Fund and New Zealand, the amount of 

each drawing shall be paid by New Zealand, on the value date specified in the Fund’s notice 
under paragraph 3, by transfer of the SDR equivalent amount of New Zealand dollar to the 
account of the Fund at the designated depository of New Zealand; provided that for drawings in 
accordance with paragraph 2(e), New Zealand shall ensure that balances drawn by the Fund that 
are not balances of a freely usable currency can be exchanged for a freely usable currency of its 
choice, and, with respect to balances drawn by the Fund that are balances of a freely usable 
currency, shall collaborate with the Fund and other members to enable such balances to be 
exchanged for another freely usable currency. 

 
(c) The obligations of New Zealand under Article V, Section 3(e) and Article V, 

Section 7(j) of the Fund’s Articles of Agreement concerning exchanges of its currency purchased 
or to be used in repurchases from the Fund shall apply, respectively, to purchase and 
repurchase transactions in the General Resources Account involving its currency used in 
drawings and to be used in repayments of principal under this agreement. 
 

(d) Except as otherwise provided in paragraph 8, repayment of principal shall be 
made, as determined by the Fund, in the currency borrowed whenever feasible, in New Zealand 
dollar, in special drawing rights (provided that it does not increase New Zealand’s holdings of 
special drawing rights above the limit under Article XIX, Section 4 of the Fund’s Articles of 
Agreement unless New Zealand agrees to accept special drawing rights above that limit in such 
repayment), in freely usable currencies, or with the agreement of New Zealand in other 
currencies that are included in the Fund’s Financial Transactions Plan for transfers. 

  
(e) Payments by the Fund of interest under this agreement shall normally be made in 

SDRs; provided that the Fund and New Zealand may agree that interest payments will be made 
in New Zealand dollar. 

 
(f) All payments made by the Fund in New Zealand dollar shall be made to an 

account specified by New Zealand or by debiting the Fund’s account with the designated 
depository of New Zealand, as determined by the Fund. Payments in SDRs shall be made by 
crediting New Zealand’s account in the Special Drawing Rights Department. Payments in any 
other currency shall be made to an account specified by New Zealand. 
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8. Early Repayment at Request of New Zealand. 
 
At the request of New Zealand, New Zealand shall obtain early repayment at face value of all or 
a portion of the drawings outstanding under this agreement, if (i) New Zealand represents that its 
balance of payments and reserve position justifies such repayment, and (ii) the Fund, having 
given this representation the overwhelming benefit of any doubt, determines that there is a need 
for the early repayment as requested by New Zealand  in light of its balance of payments and 
reserve position. After consultation with New Zealand, the Fund may make repayments pursuant 
to this paragraph 8 in SDRs or a freely usable currency as determined by the Fund or, with the 
agreement of New Zealand, in the currencies of other members that are included in the Fund’s 
Financial Transactions Plan for transfers. 

9. Transferability. 
 

(a) Except as provided in subparagraphs (b) through (h), New Zealand may not 
transfer its obligations under this agreement or any of its claims on the Fund resulting from 
outstanding drawings under this agreement, except with the prior consent of the Fund and on 
such terms or conditions as the Fund may approve.  

 
(b) New Zealand shall have the right to transfer at any time all or part of any claim on 

the Fund resulting from outstanding drawings under this agreement to any member of the Fund, 
to the central bank or other fiscal agency designated by any member for purposes of Article V, 
Section 1 of the Fund’s Articles of Agreement (“other fiscal agency”), or to any official entity that 
has been prescribed as a holder of SDRs pursuant to Article XVII, Section 3 of the Fund’s 
Articles of Agreement. 

 
(c) The transferee of a claim transferred pursuant to subparagraph (b) shall, as a 

condition of the transfer, assume the liability of New Zealand pursuant to paragraph 5(a) 
regarding the extension of the maturity of drawings related to the transferred claim. More 
generally, any claim transferred pursuant to subparagraph (b), shall be held by the transferee on 
the same terms and conditions as the claim was held by New Zealand, except that (i) the 
transferee shall acquire the right to request early repayment under paragraph 8 only if it is a 
member, or the central bank or other fiscal agency of a member, and at the time of transfer the 
member’s balance of payments and reserve position is considered sufficiently strong in the 
opinion of the Fund that its currency is used in transfers under the Financial Transactions Plan, 
(ii) if the transferee is a member, or the central bank or other fiscal agency of a member, the 
reference to New Zealand dollar in paragraph 7 shall be deemed to refer to the currency of the 
relevant member, and in other cases it shall be deemed to refer to a freely usable currency 
determined by the Fund, (iii) payments related to the transferred claim shall be made to an 
account specified by the transferee, and (iv) references to business days (Wellington) shall be 
deemed to refer to business days in the place where the transferee is situated. 

 
(d) The price of a claim transferred pursuant to subparagraph (b) shall be as agreed 

between New Zealand and the transferee. 
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(e) New Zealand shall notify the Fund promptly of the claim that is being transferred 
pursuant to subparagraph (b), the name of the transferee, the amount of the claim that is being 
transferred, the agreed price for transfer of the claim, and the value date of the transfer.  

 
(f) A transfer notified to the Fund under subparagraph (e) shall be reflected in the 

Fund’s records if it is in accordance with the terms and conditions of this paragraph 9. The 
transfer shall be effective as of the value date agreed between New Zealand and the transferee. 

  
(g) If all or part of a claim is transferred during a quarterly period as described in 

paragraph 6(b), the Fund shall pay interest to the transferee on the amount of the claim 
transferred for the whole of that period. 

 
(h) If requested, the Fund shall assist in seeking to arrange transfers. 
 

10. Effective Exchange Rate. 
  

(a) Unless otherwise agreed between New Zealand and the Fund, all drawings, 
exchanges, and payments of principal and interest under this agreement shall be made at the 
exchange rates for the relevant currencies in terms of the SDR established pursuant to 
Article XIX, Section 7(a) of the Fund’s Articles of Agreement and the rules and regulations of the 
Fund thereunder for the second business day of the Fund before the value date of the transfer, 
exchange or payment. If this exchange rate determination date is not a business day in 
Wellington, such date shall be the last preceding business day of the Fund that is also a 
business day in Wellington. 

 
(b) For purposes of applying the limit on drawings as specified in paragraphs 1(a), 

15(c) and 15(e), the U.S. dollar value of each SDR-denominated drawing shall be determined 
and permanently fixed on the value date of the drawing based on the U.S. dollar/SDR exchange 
rate established pursuant to Article XIX, Section 7(a) of the Fund’s Articles of Agreement and the 
rules and regulations of the Fund thereunder for the second business day of the Fund before the 
value date of the drawing. If this exchange rate determination date is not a business day in 
Wellington, such date shall be the last preceding business day of the Fund that is also a 
business day in Wellington. 

 
11. Changes in Method of Valuation of SDR. 
 

If the Fund changes the method of valuing the SDR, all transfers, exchanges and 
payments of principal and interest made two or more business days of the Fund after the 
effective date of the change shall be made on the basis of the new method of valuation. 

 
12. Non-Subordination of Claims. 
 

The Fund agrees that it will not take any action that would have the effect of making New 
Zealand’s claims on the Fund resulting from outstanding drawings under this agreement 
subordinate in any way to claims on the Fund resulting from any other borrowing effected 
pursuant to Article VII, Section 1(i) of the Fund’s Articles of Agreement.   
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13. Settlement of Questions. 
 

Any question arising under this agreement shall be settled by mutual agreement between 
New Zealand and the Fund. 

 
14. Cooperation with the Fund. 
 

New Zealand stands ready to cooperate with the Fund in the spirit of IMFC/G-20 
commitments as needed and appropriate. 
 
15. Transitional Arrangements. 
  

(a) Regardless of whether this agreement is activated or not, the Fund: (i) subject to 
paragraph 15(b) below, shall make drawings under this agreement to repay any outstanding 
claims under New Zealand’s 2016 Borrowing Agreement, and (ii) may make drawings under this 
agreement to fund purchases under commitments approved by the Fund during an activation of 
the 2016 Borrowing Agreements or to fund early repayment of claims under other 2016 
Borrowing Agreements in case the creditor represents a balance of payments need; provided 
that notwithstanding paragraph 5(a) of this agreement the maximum maturity date of the claim 
from the repayment herein shall be the residual maximum maturity date of the claim that is repaid 
with drawings under this agreement; and provided further that any claims under this agreement 
that result from the repayment herein shall be considered claims under the 2016 Borrowing 
Agreements for purposes of funding the early repayment of these claims in case of balance of 
payments need in accordance with the 2016 Borrowing Agreements, and for purposes of special 
calls under paragraph 23 of the Fund’s Decision No. 16645-(20/5), adopted January 16, 2020. 

(b) To the extent that claims under New Zealand’s 2016 Borrowing Agreement or this 
agreement are outstanding when the increase in New Zealand’s NAB credit arrangement 
becomes effective, New Zealand shall be deemed to request, in accordance with paragraph 23 
of the Fund’s Decision No. 11428-(97/6), adopted January 27, 1997 on the NAB, as amended, 
that the Managing Director make calls under the NAB credit arrangement of New Zealand up to 
the maximum available amount, taking into account the Fund’s need for maintaining prudential 
balances, to fund the repayment of such claims; provided that if the increase in the NAB credit 
arrangement of New Zealand and this agreement enter into effect at the same time, the 
repayment of New Zealand’s outstanding claims under New Zealand’s 2016 Borrowing 
Agreement shall be funded first with calls under New Zealand’s NAB credit arrangement before 
drawings are made under this agreement pursuant to paragraph 15(a) above. 

(c) If following the repayment of outstanding claims under New Zealand’s 2016 
Borrowing Agreement and this agreement as provided in paragraph 15(b) above, New Zealand’s 
outstanding claims under these agreements remain in excess of the Rolled Back Loan Amount 
as calculated pursuant to paragraph 10(b), the Fund shall repay any outstanding claims under 
New Zealand’s 2016 Borrowing Agreement and this agreement in excess of the Rolled Back 
Loan Amount; provided that claims with shorter remaining maximum maturities shall be repaid 
before those with longer remaining maximum maturities.  
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(d) After the entry into force of this agreement, the Fund may make no further 
drawing under New Zealand’s 2016 Borrowing Agreement. 

(e) No drawing under this agreement shall be made that would cause the total 
outstanding drawings under both this agreement and the 2016 Borrowing Agreement between 
New Zealand and the Fund, at the time of such drawing, to (i) exceed the Loan Amount prior to 
the effectiveness of the increase in New Zealand’s NAB credit arrangement, or (ii) exceed the 
Rolled Back Loan Amount upon and after the effectiveness of the increase in New Zealand’s 
NAB credit arrangement, as calculated pursuant to paragraph 10(b); provided that drawings 
beyond the Rolled Back Loan Amount under (ii) herein are authorized, if within the same day of 
these drawings any resulting claim that would exceed the Rolled Back Loan Amount is repaid 
with a special call under New Zealand’s NAB credit arrangement, and New Zealand hereby 
requests the Managing Director to make such calls to fund the repayment in accordance with 
paragraph 23 of the Fund’s Decision No. 11428-(97/6), adopted January 27, 1997 on the NAB, 
as amended. 

16. Final Provisions. 
 

(a) This agreement may be executed in duplicate counterparts, each of which shall 
be deemed an original and both of which together shall constitute but one and the same 
instrument. 
 

(b) This agreement shall become effective on the date last signed below or on 
January 1, 2021, whichever is later.  
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[Signature Pages Follow] 
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For Her Majesty the Queen in right of New 
Zealand acting by and through the Minister of 
Finance: 
 
 
____________________________________ 
Hon Grant Robertson 
Minister of Finance 
 
 

 
 
 
 
 
___________________________________ 
 
Date 

For the International Monetary Fund: 
 
 
___________________________________ 
Kristalina Georgieva 
Managing Director 

 
 
 
___________________________________ 
Date 
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For Her Majesty the Queen in right of New 
Zealand acting by and through the Minister of 
Finance: 
 
 
____________________________________ 
Hon Grant Robertson 
Minister of Finance 
 
 

 
 
 
 
 
___________________________________ 
 
Date 

For the International Monetary Fund: 
 
 
___________________________________ 
Kristalina Georgieva 
Managing Director 

 
 
 
___________________________________ 
Date 
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Treasury:4299629v1                    

 Treasury Report:  Processing New Zealand's contribution to the World 
Bank capital increase package 

Date:   12 August 2020   Report No: T2020/2064 

File Number: IM-1-2-0-7 (World Bank Reports) 

Action sought 

  Action sought  Deadline  

Minister of Finance 

(Hon Grant Robertson) 
 
 

Sign the attached Instrument of 
Subscription and delegation letter, 
enabling New Zealand to subscribe 
to additional shares in the World 
Bank’s International Bank for 
Reconstruction and Development 

28 August 2020 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Harry Nicholls Senior Analyst, 
International 

N/A 
(mob) 

 

Mary Llewellyn-
Fowler 

Acting Manager, 
International 

N/A 
(mob) 

 

Minister’s Office actions (if required) 

Return the signed report and signed Instrument of Subscription to Treasury. 

Refer this report to the office of the Minister of Foreign Affairs. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached)    

s9(2)(k)
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Treasury Report:  Processing New Zealand's contribution to the World 
Bank capital increase package 

Executive Summary 

In Budget 2020, Cabinet agreed to increase New Zealand’s shareholding in the World Bank’s 
International Bank for Reconstruction and Development (IBRD), allocating NZD41.6 million in 
funding over four years. To be issued the allocated shares, New Zealand must submit an 
Instrument of Subscription and a Memorandum of Law. 

We recommend that you:  

• sign the Instrument of Subscription in your capacity as New Zealand’s Governor to the 
World Bank; and 

• sign the attached delegation, in your capacity as Minister of Finance, authorising the 
Secretary to the Treasury to transact the payment of the capital subscription. 

This will complete the process for New Zealand’s subscription to the IBRD shares allocated 
to it by the 2018 capital increase package. The capital increase package also provides for 
New Zealand to make a contribution to the International Finance Corporation (IFC).  

Recommended Action 

We recommend that you: 
 
a note that in Budget 2020, Cabinet agreed to increase New Zealand’s shareholding in 

the World Bank’s International Bank of Reconstruction and Development, allocating 
NZD41.6 million in funding over four years. 

 
Noted. 
 

b sign the attached Instrument of Subscription, enabling New Zealand to subscribe to 
additional shares in the World Bank’s International Bank of Reconstruction and 
Development. 

 
Signed/not signed. 
 

b sign the attached letter delegating to the Secretary to the Treasury the authority to  
approve payments of the required paid-in capital to the International Bank for 
Reconstruction and Development. 

 
Signed/not signed 
 

 

 

 

s9(2)(f)(iv)
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c  refer this report to the Minister of Foreign Affairs. 

 
 Refer/not referred. 
 
 
 
 
 
Mary Llewellyn-Fowler 
Acting Manager, International 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Processing New Zealand's contribution to the World 
Bank capital increase package 

Purpose of Report 

1. This report seeks your signature to an Instrument of Subscription through which New 
Zealand will subscribe to additional shares allocated under the World Bank’s 
International Bank for Reconstruction and Development’s (IBRD) General (GCI) and 
Selective Capital Increases (SCI) as part of the 2018 World Bank capital increase 
package. 

2. Funding for the shares was agreed in Budget 2020. Before New Zealand can transfer 
the capital and be issued the shares, the World Bank requires us to complete a number 
of administrative processes, including lodging an Instrument of Subscription (attached 
for your signature). The Secretary to the Treasury, as New Zealand’s Alternate 
Governor, is not authorised to approve capital increases. As such, we are asking you to 
sign the form in your capacity as New Zealand’s Governor of the World Bank. 

3. We also seek your delegation, as the Minister of Finance, for the Secretary to the 
Treasury to authorise payment of the capital subscription for the IBRD. 

4. New Zealand is also required to provide a Memorandum of Law confirming the steps 
New Zealand has taken to comply with the Articles of Agreement and its own domestic 
legal requirements. This will be signed by the Treasury Solicitor but is attached for your 
reference. 

Analysis 

5. In September 2018, as New Zealand’s Governor to the World Bank you voted in 
support of resolutions approving a capital increase package for two of the World Bank’s 
five constituent institutions (TR2018/2633 refers). The package scales up the Bank’s 
resources to meet projected demand for lending, and asks World Bank shareholders to 
provide USD13 billion of additional capital for the IBRD, and the International Finance 
Corporation (IFC). 

6. The funding agreed in Budget 2020 for New Zealand’s contribution to the IBRD 
component of the package totals NZD41.6 million in capital expenditure over four 
years. This funds the ‘paid-in’ portion of the subscription (USD26.7 million).  An 
additional USD154 million in callable capital is also required for subscription and will be 
recorded as a contingent liability.1  

7. New Zealand’s subscription totals 936 shares through the General Capital Increase, 
and 564 shares through the Selective Capital Increase (which rebalances shareholding 
between member countries). Because of this rebalancing, in the event of full 
subscription by all countries, New Zealand’s shareholding will actually decrease from 
0.43% to 0.41%. 

 
1  Shareholders are only obliged to pay the callable portion, when requested by the Bank in order 

to meet borrowing or guarantee obligations in the event of substantial loan defaults. This has 
never happened. 
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8. Following a policy change to better align New Zealand with the practice of other donors 
(T2019/3404 refers), eligible capital subscriptions will now be reported as Official 
Development Assistance (ODA). The IBRD subscription will result in approximately 
NZD10.4 million in additional ODA funding being reported in each of the next four 
years. 

9. 

. The IFC component was subsequently 
agreed by shareholders in April 2020 after receiving the support of the United States. 
New Zealand’s allocated shares total USD20.1 million (approximately NZD32 million at 
current exchange rates). 

 

Next Steps 

10. We recommend you sign the attached Instrument of Subscription and letter of 
delegation. We will then confirm subscription with the Bank. 

11. The Ministry of Foreign Affairs and Trade have been consulted and agree with the 
recommendations. 

s9(2)(f)(iv)

 

s9(2)(f)(iv)

s9(2)(f)(iv)
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Secretary to the Treasury 

1 The Terrace 
Wellington  
6011 
 
 
Dear Secretary to the Treasury 
 
DELEGATION OF AUTHORITY FOR CAPITAL PAYMENTS TO THE 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (IBRD) 
 
The letter sets out the functions and powers I delegate to the Secretary to the Treasury 
in respect of the New Zealand capital payments to the International Bank for 
Reconstruction and Development (IBRD). 
  
In Budget 2020, Cabinet agreed to increase New Zealand’s shareholding in the IBRD, 
allocating NZD41.6 million in funding over four years. 
 
I note that section 5(1)(b) of the International Finance Agreements Act 1961 provides a 
permanent legislative authority for all payments required to be made from time to time to 
the IBRD under the terms of the IBRD Articles of Agreement.1 
 
Pursuant to Schedule 6, Clause 5 of the Public Service Act 2020, I, the Honourable Grant 
Robertson, Minister of Finance, DO HEREBY DELEGATE to the person for the time 
being acting as the Secretary to the Treasury: 
 
• the power to make payments to the IBRD up to the total subscription of USD26.7 

million of paid-in capital in fulfilment of New Zealand’s obligations as a member of 
the IBRD; and 

 
• the authority to alter any arrangements to manage any foreign exchange risks 

associated with the payments of paid-in capital; and 
 
• the authority to complete any necessary legal steps required by the IBRD to fulfil 

the requirements associated with the payment of paid-in capital. 

 
1  Section C of Cabinet Office Circular CO (18) 2 sets out that non-departmental expenditure is incurred by the 

Administering Department in accordance with a delegation from the Appropriation Minister. 
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I note that the payments of paid-in capital are scheduled to take place in four equal 
instalments over a period of four years. Full payment is due by 1 October 2023. 
 
Yours sincerely 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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INSTRUMENT OF SUBSCRIPTION (GCI AND SCI)  
 
 
 
 
Dear Sir or Madam:  

 
New Zealand hereby subscribes to 936 additional shares on the terms and conditions laid down 

in paragraph 3 of Resolution No. 663 of the Board of Governors entitled “2018 General Capital 
Increase” and 564 additional shares on the terms and conditions laid down in paragraph 3 of Resolution 
No. 664 of the Board of Governors entitled “2018 Selective Capital Increase.”  

 
On behalf of New Zealand I represent that the Government has taken all action to authorize the 

said subscription.  
 
A Memorandum of Law is attached hereto.  

 
 
 

Yours sincerely,  
 
For New Zealand  
 

 

________________________________  
 

Signature 
 
Hon. Grant Robertson, Minister of Finance 
 
DATE: 

 
 
 
 
 
Vice President and Corporate Secretary  
International Bank for Reconstruction and Development  
1818 H Street, NW  
Washington, D.C. 20433  
United States of America 
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Treasury:4329337v1                    

Treasury Report: Current suite of policies available to respond to a 
resurgence  

Date:   13 August 2020 Report No: T2020/2845 

File Number: SH-1-6-1-3-3-20 

Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 
 

a agree that the priorities for immediate advice are 
decisions on the Wage Subsidy Extension and 
COVID Leave Support Scheme  

b agree to discuss with officials the priorities for 
future Treasury advice to support the 
Government response 

13 August 2020 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Millie Goldwater Analyst, COVID Policy and 
Strategy 

N/A 
(mob) 

 

Geraldine Treacher Manager, COVID Strategy, 
COVID Policy and Strategy 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 

s9(2)(k)

s9(2)(g)(ii)
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Treasury Report: Current suite of policies available to respond to a 
resurgence  

Executive Summary 

On 11 August cases community transmission of COVID-19 were been identified in Auckland. 
Auckland moved to Alert Level 3 and the rest of New Zealand has moved to Alert Level 2 
until midnight on Friday to allow time to assess the extent of the community transmission and 
to determine next steps.  

The economic response needs to be considered in light of the potential behavioural impact 
and change in social licence of a second application of the higher Alert Levels, as well as the 
specific demographics of the area where the cases have been identified to date.  This means 
that timely communication and delivery of economic support will be crucial to ensure public 
health compliance.  Cushioning the potential economic and social impacts of the Alert 
Levels, and providing bridging support to enable a prompt resumption of economic activity 
will also continue to be key objectives.  

Table 1 provides a stocktake of measures, an initial assessment of measures that might be 
adjusted and reactivated and an assessment of priorities for further work. 

Scheme  Purpose of the 
Scheme  

Status  Fiscal Status Policy priority  and 
implementation 
considerations  

The COVID-
19 Leave 
Support 
Scheme  

The LSS financially 
supports employees 
and firms in the 
private sector, when 
people need to self-
isolate for health 
reasons.   

Live $30 million is 
appropriated in 
20/21. Actuals 
for month to 
date July of 
$532,000. 

Recommend changes to 
widen eligibility to 
strengthen compliance 
with health advice.   

Wage 
Subsidy 
Extension 

 

 

Income support for 
affected employees; 
maintain workplace 
attachment; enable 
rapid economic restart 
once restrictions lifted  

Applications 
close 1 
September 
2020 with 
support 
lasting a 
total of 8 
weeks. 

~$1 billion 
remaining  

Recommend an extension 
if alert levels go above 2. 
Advice on design 
underway.  

Small 
Business 
Cashflow 
Scheme  

 

 

 

Provide cashflow 
support to SMEs 
facing liquidity issues 

Target: SMEs (firms 
with <50 FTEs). Firms 
who have a greater 
thanb 30% revenue 
decline from Jan-June) 
can apply 

Extended to 
31 December 
2020 Yes  

 

$5.2b is 
appropriated. 
Forecast to lend 
$2.3b. 
Headroom for 
setting changes. 

 

Recommend you consider 
amending. Providing 
further support requires a 
more generous loan. 
Potential options include: 
(i) increasing maximum 
loan; (ii) grant top-up; (iii) 
changing loan terms.    
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Scheme  Purpose of the 
Scheme  

Status  Fiscal Status Policy priority  and 
implementation 
considerations  

Mortgage 
and Loan 
Deferral 
Scheme  

 

To support bank 
borrowers through 
payment delay.  

Expires 26 
September.  

Extension 
underway.  

No fiscal impact. 

 

Extension to the RBNZ 
capital guidance has been 
approved in principle.  
MBIE lending code 
guidance also likely to be 
extended. Banks will need 
to make the decision on 
individual deferral 
applications on the 
expectation is that the 
customer has a 
‘reasonable prospect’ of 
repayment. 

COVID-19 
Income 
Relief 
Payment  

 

 

 

Provides support to 
people that have lost 
their job due to the 
impacts COVID-19 
between 1 March and 
30 October 2020.  

 

Applications 
open until 13 
November 
2020. 
 Scheme 
expected to 
be fully 
wrapped up 
by February 
2021.  

 

Adjusted 
through 
forecasts based 
on demand. 
  Demand has 
been 
significantly 
lower than 
initially 
anticipated.  
Direct 
expenditure as 
at 7 August is 
$62m; approx. 
$37m when 
including 
reduced benefit 
expenditure.   

We recommend you 
consider extending the 
eligibility period for CIRP. 
Feasible to extend the 
scheme. Regional 
targeting has not been 
tested with MSD to date.  

 

Decision to extend 
needed by first week of 
October.  

Residential 
rent freeze 
and 
restrictions 
on tenancy 
terminations   

 

Arrangements that 
support the public 
health response by 
enabling households 
to shelter in one place.  

 

Rent 
increase 
freeze is in 
place until 
26 
September. 
Eviction 
protection 
lapsed on 26 
June and is 
no longer 
available. 

No immediate 
fiscal impact.   

 

We recommend you 
consider an extension. 
New legislation would be 
required to extend the 
scheme.  
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Scheme  Purpose of the 
Scheme  

Status  Fiscal Status Policy priority  and 
implementation 
considerations  

Safe harbour 
insolvency 
provision s  

Safe harbour’ 
provisions aim to ease 
the pressure on 
directors who may 
otherwise feel the 
need to wind up their 
business, perhaps 
prematurely, owing to 
the current climate.  

Yes, 
currently 
until 30 
September 
2020. 

 

No fiscal impact.

 

We recommend you 
consider extending these 
provisions. You have 
previously agreed to let 
these provisions lapse. 
Provision can be 
extended by order in 
council before they 
expire.  Could be 
processed within a week. 
Could be helpful for 
Pacific small business in 
Manukau  

Childcare for 
Essential 
Workers  

To provide support to 
essential workers with 
children aged under 
14 years where there 
are no other adults in 
the household able to 
undertake childcare. 

Expired on 8 
May 2020.  

$27M was 
allocated; 
demand was 
relatively low 
and as at 8 May 
funding still 
remained (need 
to confirm 
amount). 

We recommend you 
consider reinstating 
program. Would require 
legislation. Essential 
workers are significantly  
comprised of Maori and 
Pacific workers. Childcare 
support would prove 
valuable if we move to 
alert levels to 3-4 .  

Winter 
Energy 
Payment  

 

Address income 
adequacy risks and 
support demand. 
Temporary income 
support measure 
introduced following 
COVID. The Winter 
Energy Payment was 
doubled for 2020.  

Expires 2 
October. 
WEP 
recipients 
will see a 
significant 
drop in their 
weekly 
income from 
2 October 
this year.  

Fiscal costs of $ 
785 million to 
provide a 
further weekly 
top up for the 
30 weeks  
October to 30 
April 2021 

We recommend you get 
further advice on 
expansion. 
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Scheme  Purpose of the Scheme Status  Fiscal Status Policy priority  and 
implementation 
considerations  

Business 
Finance 
Guarantee 
Scheme  
 
 

Partial guarantee for 
bank loans of up to $5m 
(previously to viable 
businesses with annual 
turnover of less soon to 
be $200m. 
Amendments to the 
BFGS to expand its 
scope and effectiveness 
are in the final stages 

Extended 
to 31 
December 
2020.  

 

Scheme can 
mobilise $6.25 
billion in finance. 
With extension 
costs could exceed 
$150 million.  

No changes 
recommended.  
Beyond 31 December, 
reactivation is 
recommended in 
scenarios in which we 
shift to Alert Level 3 or 
4.  

Communications: 
Important that banks 
are ready for any 
customer inquiries 
arising from any public 
statements and expect 
that they will be ready 
by Thursday 20 August 

Depreciation 
on 
commercial 
and 
industrial 
buildings  

Depreciation deductions 
on commercial and 
industrial buildings have 
been restored to 
support businesses’ 
cash flow in the near-
term and assist with the 
broader economic 
recovery.  

No expiry 
date - 
applies 
from the 
2020-21 
income 
year.  

Estimated fiscal 
cost of this 
measure is $2.1 
billion over the 
current forecast 
period (until 
2023/24).  

No further advice. 

Low value 
asset write 
off threshold  

Cash flow relief for 
business. Low-value 
asset write-off 
threshold has been 
temporarily increased 
from $500 to $5,000 for 
12 months and 
permanently to $1,000 
after. 

 

Applies 
from 17 
March 
2020. 

Threshold 
reduces to 
$1,000 
from 17 
March 
2021.   

Forecast to cost 
$596 million over 
the current 
forecast period 
(until 2023/24). 
The deductions will 
only show up when 
the relevant 
returns are filed. 

No further advice.

Loss carry 
back scheme  

This measure enables 
businesses to offset the 
loss made in the current 
year against the profit 
made in the previous 
year. This measure will 
assist with cash flow 
and business continuity 

Yes. It 
applies for 
the 2019-
20 tax year.

 

Little of the fiscal 
costs eventuated. 
Rather than having 
unallocated 
spending, the 
forecasted costs of 
the measures were 
adjusted in PREFU. 

Work is underway on 
a permanent scheme. 
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Changes to 
tax loss 
continuity 
rules  

Businesses looking to 
raise capital to keep 
afloat now and to 
recover in the future. 
Raising capital may 
result in a change to the 
existing shareholder 
structure. Relaxing the 
rules will ensure 
companies in this 
position could carry 
losses forward to offset 
income when they 
return to profit. 

Relaxed 
loss 
continuity 
rules will 
apply from 
the 2020-
21 income 
year, and 
legislation 
will be 
introduced 
with 
retrospecti
ve effect.  

$60 million 
estimated annual 
fiscal cost, $240 
million over the 
forecast period. 

 

No further advice

 

This is preliminary advice. At this early stage we would welcome your direction on prioritising 
the potential additional support options beyond the current suite of supports. We are 
reporting to you separately and in more depth on the Wage Subsidy and COVID-19 Leave 
Support Scheme. We consider these to be the highest priority for the response.  

If you wish to seek advice on additional support we recommend further consideration of:  

• extension of the expiry date of the COVID-19 Income Relief Payment; 

• targeted business grants to substantially impacted Auckland businesses e.g. retail and 
hospitality businesses.  

The current situation may merit consideration of further complimentary policy responses 
given the location of the initial resurgence.  We are considering and can provider further 
advice if desired. 

Given the speed of this advice, we have not yet considered the operational or legal 
implications of expanding policies in significant detail (particularly where legislation is 
required to re-activate policies). While we have indicated where legislation may be required, 
further work will need to be undertaken by officials and advice provided to you in due course 
on the legal and operational implications.  
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Recommended Action 

We recommend that you: 

 

a note that timely economic support will be crucial to support an effective resurgence 
strategy 

  

b note the suite of support measures that are in place in place to help manage the social 
and economic impacts of health restrictions   

 

c agree that the priorities for immediate advice are decisions on the Wage Subsidy 
Extension and COVID Leave Support Scheme 

 

d agree to discuss with officials the priorities for future Treasury advice to support the 
Government response.  

Agree/disagree. 

 

 

 

Geraldine Treacher 
Manager, COVID Strategy 
 
 
 
 
Hon Grant Robertson  
Minister of Finance 

 

 

 

20210011 Doc 5
Page 79 of 119



 

T2020/2845 Current suite of policies available to respond to a resurgence  Page 8 

 

 

Treasury Report: Current suite of policies available to respond to a 
resurgence  

Purpose of Report 

1. This report outlines the existing policy supports in place to respond to a resurgence of 
COVID-19 following the announcement of community transmission in Auckland on 11 
August 2020.  

2. The purpose of the report is to provide information on the policies in place to respond 
to alert level resurgence and to agree on priorities for further advice based on possible 
changes to the alert levels.  

Context 

3. In the event of a longer period at Alert Level 3, the immediate priority should be to 
deploy those measures that provide rapid and broad-based support and address the 
twin objectives of supporting compliance with health measures and addressing 
economic consequences. Advice is being prepared for you on the design and operation 
of a further Wage Subsidy Extension, including eligibility, payment, and duration. In 
addition, advice will be provided shortly on whether to adapt the current COVID-19 
Leave Scheme to expand eligibility to support public health compliance.   

4. Several measures to support businesses are currently in place, with varying expiry 
dates. This includes:  

• the Wage Subsidy Extension (applications close 1 September);  

• the Small Business Cash Flow Scheme (SBCS) (expires 31 December);  

• the Business Finance Guarantee (expires 30 September but in the middle of a 
process of being extended to end December);  

• several tax measures and the business debt hibernation scheme (expires 24 
December). 

5. The Reserve Bank has also informed us that they will likely signal an ‘in principle, 
subject to consultation’ extension to the mortgage loan deferral scheme.   

6. There remains substantial fiscal headroom with which to provide additional support to 
business facing near-term cash flow pressures.  

7. There is a range of more specific additional supporting measures that were part of the 
Government’s initial response that are no longer in place.  For example, childcare 
support for essential workers, and measures that stay tenancy terminations.  

8. Further advice on these measures could be prepared over the coming week.   
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Tailoring the response to the local context in Auckland 

9. MBIE’s regional analysis of the initial COVID-19 shock suggests the hardest hit people 
were in low-skilled occupations, with casual and precarious work in large services 
industries impacted by public health restrictions. The impacts were particularly large for 
low income households with less digital access and fewer resources to buffer 
employment shocks.  These individuals and households are disproportionality Māori 
and Pasifika and are geographically concentrated in South and West Auckland.   

10. With the origin of known cases being in South Auckland, the most directly-affected 
demographic groups will be even less financially resilient than during the first lock-
down.  In addition, these are communities where there may be low engagement with 
messaging from central Government. There is a risk of misinformation which could 
complicate agency communications to vulnerable groups in South Auckland. This 
means that the communication and timing of the economic response will be key to 
ensuring that the lockdown is successful.  There may also be a case for further tailoring 
of the economic response.  

 Current policy support for households and firms  

The COVID-19 Leave Support Scheme  

11. The COVID-19 Leave Support Scheme (LSS) financially supports employees and firms 
in the private sector, when people need to self-isolate to control the spread of COVID-
19, including the spread to vulnerable people. This is likely to incentivise compliance 
with self-isolation instructions, encourage self-presentation by symptomatic people for 
testing, and ensure a minimum income for those self-isolating.  

12. The LSS is currently available nation-wide and could be targeted regionally, if required. 
However, the LSS may require some changes to eligibility to incentivise self-isolation 
and promote the public health compliance. The current scheme excludes a number of 
people from accessing the scheme for reasons other than having contracted COVID-19 
or being in contact with someone who has contracted COVID-19. We are currently 
working on further advice on potential changes to eligibility.   

13. In the 2020/2021 year the scheme was appropriated $30 million, however originally the 
scheme was appropriated $97 million in the 2019/20 year. However, if changes to 
eligibility are agreed, there is likely to be a significant fiscal cost with some options for 
expanding the eligibility.  

14. We will provide further advice on the possibility of expanding the LSS eligibility criteria 
in the coming days.  

Wage Subsidy Extension  

15. The Wage Subsidy Extension Scheme (WSX) is currently available with the objective 
of providing income support for affected employees, maintaining workplace attachment 
between firms and employees and to enable rapid economic restart once severe 
lockdown restrictions are lifted. The WSX applications close on 1 September 2020, with 
support lasting 8 weeks.  
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16. We are preparing advice on the possibility of modifying and extending the WSX should 
we return to severe lockdown restrictions, either regionally or nationally. This advice 
will cover whether the WSX could be applied regionally, and whether changes in 
eligibility and payment duration are implementable and recommended. The advice will 
also consider the operational constraints, which will determine when any modified 
scheme could be set up and how it would operate.  

17. There is currently around $1 billion of allocated funding remaining. We are currently 
undertaking modelling of the fiscal costs of extending or modifying the scheme, and will 
provide further advice in due course.  

The Business Finance Guarantee Scheme 

18. The Business Finance Guarantee Scheme (BFG) provides cashflow support via the 
provision of new bank loans of up to $500,000 (soon to be up to $5 million) to viable 
businesses with annual turnover of less than $80 million (soon to be $200 million) by 
the Government taking on the default risk of up to 80% of the loan. Borrowers are still 
liable and must pay the debt back, with interest, in the usual way. Significant 
amendments to the BFG to expand its scope and usefulness are already in the final 
stages of being put in place.  

Managing communications risk 

19. As you know the BGF is currently in place until 30 September, and is being extended to 
31 December 2020. The banks are signing Deeds and in the process of preparing the 
staff and systems for the extension of the BFG. If you would like to communicate 
anything about the BFG in the coming days we will provide content to assist. It is 
important that banks are ready for any customer inquiries arising from any public 
statements and expect that they will be ready by Thursday 20 August. While we do not 
consider that the BFG could be targeted regionally, given the concentration of larger 
firms in Auckland we expect that there may be interest in the expanded BFG scheme 
(although more so in recovery rather than in resurgence). 

Fiscal Status 

20. The BFG will back up to $6.25 billion worth of loans (however only a small proportion of 
this has been issued to date). However, the cost to the Crown is largely driven by the 
credit losses that the Crown ends up covering. The current estimation of credit losses 
to the Crown is $32 million, however with the planned extension, this could exceed 
$150 million. It is unlikely that expected credit losses will exceed $525 million. 

Re-activation  

21. Beyond 31 December, reactivation is recommended in scenarios in which otherwise 
viable firms are likely to face a sharp, short-term decrease in their revenues and 
therefore face potential liquidity issues – such as a shift to Alert Level 3 or 4 and/or and 
if banks are unwilling to continue to lend to otherwise-viable customers without further 
government support. While business appetite for debt is likely to be limited in a 
resurgence, if there is a shift up in Alert Levels in response, access to the BFG could 
help ease short-term liquidity issues that result.  

22. There is longer-term work ongoing as to the role of the BFG (or other existing/potential 
loan products) in addressing small business access to finance more generally. 
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23. Any further extension beyond the likely extension to the end of the year would require 
further negotiations with banks. Negotiations with banks over scope can take several 
weeks or months. However, any further extension to the scheme should easily be able 
to be implemented before it runs out.  

COVID-19 Income Relief Payment  

24. The COVID-19 Income Relief Payment (CIRP) provides support for people who have 
lost their jobs due to the impacts of COVID-19 between 1 March and 30 October 2020. 
Applications are open until 13 November and the scheme is expected to be fully 
wrapped up by February 2021.  

25. The CIRP could likely be targeted regionally, noting a similar scheme was set up 
following the Canterbury earthquakes which was regionally targeted. However we have 
not yet tested the operational feasibility around targeting the CIRP with MSD. 

26. The CIRP payment is a BORE so funding for the scheme will be adjusted through 
forecasts based on demand. To date, demand has been significantly lower than initially 
anticipated. Direct expenditure as at 7 August 2020 is $62 million (approximately $37 
million when including reduced benefit expenditure).  

27. Extending the scheme post October could be advisable if we move back up the alert 
levels and the number of people who lose their jobs increases. It would be 
operationally feasible to expand the CIRP, however the feasibility of regional targeting 
has not been tested with MSD to date. Any decision to extend would be needed by the 
first week of October.  

Winter Energy Payment  

28. The Winter Energy Payment (WEP) is paid to all recipients of main benefits and 
NZS/VP for the 22 weeks between 1 May and 1 October each year.  WEP is standardly 
paid at a rate of $450 per annum ($20.45 per week) to single people, and $700 per 
annum ($31.82 per week) for couples. Government doubled the WEP payment rates 
for the 2020 year only. Single people in receipt of WEP now receive an extra $40.01 
per week, and couples an extra $63.64 per week. The cost of this scheme in 2020/21 is 
$785 million.  

29. WEP recipients will see a significant drop in their weekly income from 2 October this 
year. If Ministers are concerned about income adequacy, a further option is to provide 
a further weekly top up for the 30 weeks 2 October to 30 April 2021. This option could 
be implemented simply by a Ministerial Welfare Programme and has approximate 9 
week lead time.  

30. However, the WEP is not particularly well targeted to those on the lowest incomes 
since it is also provided to superannuitants. 

Small Business Cashflow Scheme  

31. The Small Business Cashflow Scheme (SBCS) aims to provide cashflow support to 
Small-to-medium sized enterprises (firms with fewer than 50 FTE). It provides 
government-issued loans of $10,000 per SME plus $1,800 per FTE. Firms must certify 
that they are ‘viable’. The loans are interest free if the loan is repaid within a year. 
However, no repayments are required in the first two years. Otherwise, an interest rate 
of 3% applies for a maximum term of 5 years.  

20210011 Doc 5
Page 83 of 119



 

T2020/2845 Current suite of policies available to respond to a resurgence  Page 12 

 

32. The scheme is currently available and expires on 31 December.  

33. We are currently working with Inland Revenue (IR) to determine whether the scheme 
could be targeted regionally, and whether this would be beneficial.  

34. Around 25% of eligible firms have accessed the SBCS (approximately 97,000), with a 
total of $1.6 billion lent. Growth in take-up rates has flattened considerably in recent 
weeks, indicating that most firms that needed the support prior to the recent 
resurgence or for which the support is appropriate, have already accessed it. 
Therefore, while the scheme continues to be available, if Ministers want to use the 
SBCS to provide further support to firms that have already exhausted their eligibility 
under current settings, some changes to the scheme may be desirable.   

35. As previously advised, in principle there are a number of parameters that could be 
changed to provide additional support under the SBCS:  
1.1 the application date could be extended past 31 December 2020; 

1.2 the eligibility criteria could be amended; 

1.3 the 50 FTE cap could be raised to allow more firms to be eligible; 

1.4 the amount lent could be increased (by increasing the $10,000 fixed base 
amount and/or the $1,800 per FTE);  

1.5 a grant component could be introduced (forgiving existing debt, or introducing a 
new grant amount as part of a higher limit);  

1.6 the loan concessions could be increased (e.g. lowering the interest rate or 
increasing the interest free period);  

1.7 the loan restrictions could be relaxed (at present the SBCS can only be used for 
non-wage operating expenditure (e.g. rent). An option could be to let firms spend 
it on wages, or capital expenditure as well).  

36. The merits of any of these options, the extent to which they require legislative change 
and whether they can be implemented will require time to consider.  We can provide 
you with further advice on this if you are interested in any of these options. 

Fiscal status  

37. $5.2 billion was appropriated for the SBCS.  Under the current settings, and prior to the 
current resurgence, we forecast lending $2.3 billion (however, there is some headroom 
for setting changes).  

38. Any changes to the scheme would have a fiscal impact.  We can provide further advice 
on this if Ministers are interested in making changes to the SBCS.    

39. We also note there are interactions with the WSS and that this would need to be 
worked through – from both a policy and implementation perspective.  For example, if 
the WSS continues to cover wage costs, there would be lesser need to extend the 
SBCS to cover wage costs.. However, there may be some benefits to having a 
combination of grant support (through the WSS) and loan support to meet wage 
needs– particularly if the WSS only covers a portion of wages.  
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Re-activating the scheme  

40. The scheme remains in place until the end of the year. While business appetite for debt 
is likely to be limited in a resurgence, if there is a shift up in Alert Levels in response to 
a resurgence, access to the SBCS could help ease short-term liquidity issues that 
result. There is longer-term work ongoing as to the role of the SBCS (or other 
existing/potential loan products) in addressing small business access to finance more 
generally.  

41. It is possible for the SBCS to be targeted regionally, however it is likely that this would 
not be our recommendation.  

Deferring tax payments  

42. When businesses are required to close and do not have revenue coming in, they often 
worry about being able to pay their tax on time and meet other tax requirements. As 
part of the first Covid response, the Government introduced the ability to defer tax 
payments without the penalty of interest. In a similar way to the mortgage deferral 
scheme, this helps businesses with cashflow issues.  

43. Between February and May 2020, nearly 73,000 instalment arrangements have been 
set up for taxpayers that needed them. This is an increase in instalment arrangements 
of around 25,000 relative to the same period in 2019.  The amount of tax subject to 
new instalment arrangements during this period has more than doubled since 2019 
(from just under $500 million between February and May 2019, to over $1 billion 
between February and May 2020).  Where use of money interest is being waived for 
these taxpayers (a COVID-19 initiative), these tax instalment arrangements behave like 
an interest free loan to businesses.   

44. There are no changes needed to this measure, as it is on-going.  

Directors Duties Safe Harbour Provisions  

45. The ‘safe harbour’ provisions of the Insolvency Act aim to ease the pressure on 
directors who may otherwise feel the need to wind up their business, perhaps 
prematurely, owing to the current climate. They provide that directors’ decisions to 
keep on trading, as well as decisions to take on new obligations, over the coming 6 
months will not result in a breach of their ordinary duties under the Companies Act 
under certain circumstances.  

46. The scheme is currently in place until 30 September 2020.  

47. The legislation provides that any reactivation could be limited to a particular 
geographical region but, unlike with the physical movement of people or goods, any 
definition of a region could lead to a great deal of uncertainty as to which directors and 
businesses the safe harbours do and do not apply to. This approach is therefore not 
recommended by MBIE.  

48. The Minister of Finance and Minister Faafoi acting jointly, have previously agreed to let 
these provisions lapse. Time still allows for the provisions to be extended by Order in 
Council before they expire. Once these provisions lapse, a new safe harbour period will 
be able to be established by Order in Council.  
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49. It may be appropriate to extend this scheme in the event of a resurgence, if the trading 
environment once again becomes sufficiently uncertain that directors are not able to 
credibly know how to discharge their insolvency related duties. This could help prevent 
directors of otherwise-viable businesses from prematurely and potentially undesirably 
winding up their business for reason only of COVID-induced temporary liquidity issues. 
However, this needs to be balanced against the main risk of reactivation, which is that 
businesses are likely to have weaker balance sheets in a resurgence than in the initial 
response, increasing the risk that the safe harbour provisions ultimately allow firms that 
are no longer solvent to continue to trade, with associated impacts on their creditors. 
This could also result in businesses which are fundamentally no longer economically 
viable seeking to access any further government support put in place to address a 
resurgence.  

Business Debt Hibernation Scheme  

50. The Business Debt Hibernation Scheme (BDHS) allows businesses affected by 
COVID-19 disruptions to prevent enforcement action being taken in relation to their 
existing debts (e.g. liquidation for up to 7 months. At least half of the business’s 
creditors must agree to the arrangement the business proposes. While a business is in 
business debt hibernation it can continue to trade, subject to any restrictions agreed 
with creditors as a condition of entering into hibernation.  

51. The BDHS is currently in place until 24 December 2020 (unless altered by regulations). 

52. The legislation provides that any reactivation could be limited to a particular 
geographical region but, unlike with the physical movement of people or goods, any 
definition of a region could lead to a great deal of uncertainty as to which businesses 
the provisions do and do not apply to. This approach is therefore not recommended by 
MBIE.  

53. We would recommend that the scheme be reactivated in a resurgence if it occurs after 
the expiration of the scheme. If there is a shift up in Alert Levels, the business debt 
hibernation provisions are likely to help otherwise-viable businesses to continue to 
trade through short-term liquidity issues. As creditors must agree to the arrangement 
the business proposes, this could mitigate businesses entering into debt hibernation in 
cases where their creditors are not satisfied that the debtor can repay its debts. This is 
particularly relevant and helpful for Pacific small business in Manukau and in the wider 
area.  

54. Any re-activation of the scheme would require regulations to be made by an Order in 
Council.  

Depreciation on commercial and industrial buildings  

55. Depreciation deductions on commercial and industrial buildings have been restored. 
This measure is intended to support businesses’ cash flow in the near-term and assist 
with the broader economic recovery by stimulating business investment in new and 
existing buildings.  

56. The scheme is currently available and applies from the 2020-21 income year (so 1 April 
2020 for most taxpayers). The scheme does not expire.  

57. There is no unallocated spending on this measure. The estimated fiscal cost of this 
measure is $2.1 billion over the current forecast period (until 2023/24).  
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Low value asset write off threshold  

58. The low-value asset write-off threshold has been temporarily increased from $500 to 
$5,000 for 12 months and permanently to $1,000 after. 

59. This measure will allow taxpayers to immediately deduct the full cost of more low-value 
assets (up to $5,000 in value) rather than spreading the cost over the asset’s life. This 
will decrease the tax liabilities of businesses in the short term and therefore assist with 
cashflow during the COVID-19 outbreak. It may also encourage continued investment 
in businesses in the short term (e.g. to buy more laptops for working from home). 

60. The scheme is currently available and applies from 17 March 2020. The increased 
threshold reduces to $1,000 from 17 March 2021.  However, this is still a higher 
threshold than the pre-COVID threshold of $500. 

61. There is no unallocated spending on this measure. It is forecast to cost $596 million 
over the current forecast period (until 2023/24). The deductions will only show up when 
the relevant returns are filed. 

Changes to tax loss continuity rules  

62. The purpose of the scheme is to ensure that businesses looking to raise capital to keep 
afloat now and to recover in the future. Raising capital may result in a change to the 
existing shareholder structure. Relaxing the rules will ensure companies in this position 
could carry losses forward to offset income when they return to profit.\ 

63. The Government has made a commitment that the relaxed loss continuity rules will 
apply from the 2020-21 income year, and legislation will be introduced with 
retrospective effect.  

64. There is an estimated $60 million annual fiscal cost with an estimated fiscal cost of 
$240 million over the forecast period. 

Mortgage and Loan Deferral Scheme  

65. The Mortgage and Loan Deferral Scheme (MLDS) is currently available until 26 
September with the objective to support mortgage customers and those with other 
personal or business loans who have been financially impacted by COVID-19 and have 
an immediate need. MBIE have also signalled that the MBIE Lending Code Guidance 
is also likely to be extended (currently expires 30 November).  

66. The Reserve Bank of New Zealand (RBNZ) have told us that they will signal to you a 
decision to provide an ‘in principle, subject to consultation’ extension to the MLDS. 
However a formal announcement is on hold until the Minister of Finance supports 
extending the Responsible Lending Code guidance. The RBNZ are also currently 
consulting with industry and other government agencies on the details of the rules, and 
will issue new guidance in due course.  

67. However, until 26 September, the scheme is open and the existing rules apply. 
Borrowers do not need to do anything and are asked not to ring their banks about 
deferrals at the moment.  

68. Whether the programme can be targeted regionally is up to lenders to decide, however 
RBNZ capital guidance applies to all banks.  
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69. The MLDS is provided by banks (and some non-banks) and is supported by RBNZ 
Capital Guidance and MBIE’s responsible lending code addendum. No funding is 
provided by the government.  

Rent and tenancy protections – Rent increase freeze and restrictions on tenancy 
terminations  

70. Rent increase freeze (Rent Freeze) and restrictions on tenancy terminations (Tenancy 
Termination Restrictions) were originally applies as law through insertion of a new 
temporary Schedule 5 in the Residential Tenancies Act 1986 via the COVID-19 
Response (Urgent Management Measures) Legislation Act 2020.  

71. The objective of the support is to respond effectively to the outbreak of COVID-19 and 
to support the public health response by enabling households to shelter in one place. 
This is particularly relevant and helpful for Pacific and Maori communities.  

72. The Rent Freeze is currently in place until 26 September 2020, when it lapses. 
However, the Tenancy Termination Restrictions lapsed on 26 June 2020 and there is 
no longer available.  

73. In order to re-activate the Tenancy Termination restrictions, new legislation would be 
required as the period where the Governor-General may, by Order in Council made on 
the recommendation of the Minister.  

New Zealand Export Credit – Trade Credit Insurance  

74. Trade Credit Insurance (TCI) provides insurance to exporting businesses, and 
domestic firms providing integral goods and services to exporters, to protect them from 
losses arising from non-payments from their buyers. This is provided where the private 
sector lack the capacity or willingness to offer this insurance to creditworthy buyers.  

75. The TCI is currently available and does not have an expiry date.  

76. New Zealand Export Credit has $740 million of contingent liability available. It currently 
has $155 million of total aggregate exposures and commitments across all its products.  

77. To date, there have been no claims related to NZEC’s COVID-support. As at 30 June 
2020, NZEC provisioned $3.55 million for future losses arising from its current risk 
portfolio.  

New Zealand Export Credit – Loan Guarantee  

78. The New Zealand Export Credit Loan Guarantee (Loan Guarantee) provides a 
guarantee to an exporter’s bank to enable it to access additional lending to support the 
funding of its export-related business.  

79. New Zealand Export Credit has a new mandate to apply a broader risk assessment in 
order to support the recovery and growth of previously profitable exporters who are 
adversely affected by COVID-10 and unable to obtain additional debt (enhanced loan 
guarantee).   

80. The enhanced loan guarantee support is currently being implemented. It has an expiry 
date of 30 June 2021, and would require the approval of the Minister of Finance to 
extend.  
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Transport  

81. The Essential Transport Connectivity Scheme (ETCS) aims to provide sector-specific 
support to ensure the provision of non-substitutable transport services within New 
Zealand and maintain essential connectivity (such as to isolated regions). This includes 
domestic aviation.  

82. Support is primarily in the form of grants to individual businesses. Contracts are 
typically structured to top up the revenue of funded services so that they ‘break-even’ 
and cover costs. Funding is also available to provide loans to businesses, but this has 
not been utilised so far.  

83. The ETCS is currently operating and taking applications. The ETSC can be provided 
regionally as the funding is provided to specific businesses so it is very easy to target 
according to need (including regionally).  

Fiscal status:  

84. $20 million in funding was set aside for non-aviation support from the CRRF. Of this, 
$0.47 million has been allocated, however only $0.3 million has been spent so far.  

85. $30 million in funding was set aside for aviation support from underspends in the 
aviation relief package. Of this, $1.95 million has been allocated, but only $0.27 million 
has been spent so far.  

86. Note that a number of applications are currently under consideration, but it won’t 
change the fact that there is plenty of funding available for national restrictions up to 6 
weeks.  

87. Decisions on applications currently require approval of two of three Ministers 
(MoF/Minister Parker, Minister Twyford, and Minister Jones) which could slow down 
getting funding out to new applications. However, from 17 August 2020, a delegation 
will be in place allowing the Secretary of Transport to make decisions on applications 
under a $1 million threshold following Treasury consultation. This was designed to 
cover the election period and should expedite decision-making.  

Childcare for Essential Workers  

88. Childcare for Essential Workers is provided for essential workers with children aged 
under 14 years where there are no other adults in the household able to undertake 
childcare.  

89. The scheme is not currently available, having lapsed on 8 May 2020. The scheme may 
need to be reactivated as schools and early learning services are closed under level 3. 
Therefore, there will likely be essential workers who require childcare in order to 
participate in the workforce.  

90. Information from MBIE suggests that essential workers are significantly comprised of 
Maori and Pacific workers. Childcare support would provide valuable support during 
this period, especially if the rest of the country moves to higher alert levels.  

91. The uptake of the scheme under levels 3 and 4 was low overall, however there were 
some pockets of high demand. We would recommend reactivating the scheme where 
there was a shortage of essential workers because they are prevented from 
participating in response efforts as they cannot access childcare.  
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92. $27 million was allocated in funding for the scheme, however demand was relatively 
low and as at 8 May 2020 funding still remained allocated to the scheme. There is a 
low fiscal risk associated with reactivating the scheme, given initial demand for the 
scheme was low and there are funding underspends.  

93. The scheme would likely to be able to be targeted regionally, however we would need 
to test this further with agencies.  

Emergency Housing Special Needs Grant and transitional housing place  

94. The Emergency Housing Special needs Grant and Transitional Housing Place 
schemes provide immediate accommodation for people sleeping rough or in otherwise 
unsuitable or overcrowded living situations throughout the lockdown period and 
beyond.  

95. The scheme is currently available and is due to expire in April 2021.   

96. $117.6 million in funding has provided to secure motel places for over 1,000 
households through to April 2021. Of the funding provided, $23 million has been spent 
to date. HUD has not signalled the need for additional funding at this point, but is 
continuing to monitor the situation. However, there may be a risk that demand will 
outstrip current supply should COVID-19 and the economic situation worsen, and 
additional places could be needed. 

97. HUD is currently working to get a clearer picture of probable demand, particularly in 
Auckland. We are also working to get advice on whether additional demand in 
Auckland could be met given the existing MIQ and homelessness pressures.  

Response in Victoria Australia 

98. The response in Victoria included a large on-going wage subsidy (Jobkeeper), existing 
temporary top-ups to unemployment benefit (Jobseeker supplement), business grants 
targeted to specific sectors (e.g. hospitality, retail and food services) and also a specific 
on-off payment to people needing to self-isolate 
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Next Steps 

99. Initial advice on further the Wage Subsidy Extension and Leave Support Scheme will 
be provided today or tomorrow.  

100. This report has also identified a number of policy responses that would require further 
work to adjust or reactivate.  Further discussion and guidance on your priorities would 
be helpful to shape our immediate work program.    

101. The current situation that could require a different set of policy responses given the 
location of the initial resurgence in South Auckland. We are considering the measures 
used in Victoria and other potential measures and can provide further advice shortly if 
desired. 

102. A key priority is to counter misinformation that is being propagated through social 
media, which attempts to undermine scientific advice and complicates agency 
communications with vulnerable groups in South Auckland and more broadly around 
the country. If left unchallenged, this may affect health outcomes and extend the 
economic damage by necessitating longer lockdowns. Officials are urgently exploring a 
targeted communication strategy fronted by trusted personalities and specialists from 
affected communities. This should be developed in partnership with local leadership 
through Iwi, religious leaders and NGO/health organisations and Trusts working in 
affected areas. 

103. Work is also underway on the potential economic impacts and implications, building off 
work already completed on scenarios for the PREFU.  Further advice will need to build 
in the fiscal assessment and budget implications for key agencies. 
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Joint Report:  Options for changing the Small Business Cashflow 
Loan Scheme 

Executive Summary 

In response to T2020/2845, you have asked for advice on changing the following settings for 
the Small Business Cashflow Loan Scheme (SBCS): 
 
• the 50 full-time equivalent employees (FTE) eligibility cap (Change 1); 

• the current loan amount ($100,000 maximum, made up of a $10,000 base payment 
plus $1,800 per FTE) (Change 2); and 

• the other eligibility criteria (Change 3). 
 
This report provides options for potential changes to these three settings, and briefly outlines 
the economic, legal, operational, and fiscal impacts.  
 
At this stage we understand you have ruled out changes to the loan concessions (for 
example, the interest free period or introducing a grant component). As the situation evolves, 
we can provide further advice on these options if needed. 
 
Objectives 
Our understanding is that your objectives for these changes is to make the SBCS more 
generous in its lending and simpler for firms to access in response to the recent community 
outbreak of COVID-19, and the need to return to higher levels alert levels.  However, the 
original policy intent remains to support vulnerable, but viable businesses at the small to 
medium end of the market.  
 
High level recommendation 
In the limited timeframe to consider this request, and in light of the legal, fiscal and 
communication risks, officials recommend a package of changes including: 
 
• increasing the loan amount (both the base rate and amount available per FTE); and 

• allowing the funds to be used for any business expenses (excluding shareholder 
salaries and dividends); and 
 

• updating the timeframe over which the revenue reduction is measured. It is currently 
measured from January to June 2020, we recommend moving this to January to 
December 2020 to include the latest outbreak.  

 
These are the changes least likely to raise issues with the Public Finance Act authorisation. 
They are also likely to be the most effective and meaningful changes for business and will be 
relatively easy for businesses to understand.   
 
Interaction with other measures 
 
As the changes to the SBCS are being considered in tandem with the changes to other 
support measures (e.g. the wage subsidy scheme and the Business Finance Guarantee 
(BFG)), there will be interactions with these other measures.  While, in the time available, it is 
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not possible to predict the overlap and interaction, the recommended option is consistent 
with the direction of changes to those schemes as well and should be complementary.  
 
 
 
Change 1: 50 FTE cap (not recommended) 
 
Changes to the 50 FTE cap will increase the number of eligible firms that can access the 
SBCS. The higher the FTE cap, the less targeted the SBCS will be towards small to medium 
sized businesses. A larger FTE cap also risks increasing the overlap between the SBCS and 
bank lending. It is also likely to mean that the SBCS will become available for firms that 
would be better serviced by other types of financial support, for example the BFG. 
 
This option has legal risk associated with it and is likely to be of only marginal benefit to 
firms.  
 
Change 2: Loan amount (recommended)  
 
Currently, firms can borrow a fixed amount of $10,000 per firm and $1,800 per employee, 
with a cap of $100,000 per firm. You could choose to increase either the fixed amount or the 
per employee amount. Increasing the per employee amount would better support larger 
firms, while increasing the fixed amount would better support smaller firms.  
 
This option can be accommodated within the law, can be implemented promptly and 
provides the most additional support to firms in need.  It is also relatively straight forward for 
firms to understand.   
 
In making decisions about how much to increase the loan amount, there is trade-off between 
providing liquidity support to businesses, and further weakening their balance sheets with 
additional debt.  There is also a question as to how much you choose to increase the loan 
amount now, versus increasing it further in the future as events unfold.  This is a judgement 
call, and in the time available we have not been able to form a recommendation on the level 
of increase.  It is something to be aware of, nevertheless.      
 
Change 3: Eligibility criteria  
 
Changing the eligibility requirements would increase the number of firms that are eligible for 
the SCBS. In principle, you could choose to: 
 
• change the requirement for a 30% reduction in revenue (however, there is still a legal 

requirement that the loan is provided to support businesses affected by Covid-19 and 
the appropriation also requires this) (not recommended, however there may be merit in 
updating the timeframe for testing the revenue reduction); 

• allow businesses that did not exist before 1 April 2020 to access the scheme (not 
recommended); 

• remove the requirement for firms to declare their viability and keep proof of this (not 
recommended as it creates legal risk and undermines the original policy intent of the 
measure); or 

• allow firms to use the SBCS for non-operating expenditure (recommended). 
 
These changes would not provide further support for firms that have already received loans 
through the SBCS. However, at the margins, they would provide support to firms that were 
not previously eligible. Broadly speaking, the changes decrease the compliance costs for 
firms, decrease the targeting of the measure, and increase the possible fiscal impact. 
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Removing the viability requirement may also result in on-going support to firms that are not 
viable longer term.  
 
 
 
Legislative and contractual implications 
 
Government Departments can only lend if there is express statutory authority. This is in place 
for the SBCS. This means that changes to the loan scheme which stay within the SBCS can 
be accommodated within existing legislation. Any changes that go beyond that would breach 
the requirements of the Public Finance Act and therefore be illegal without new legislation. 
 
Within the possible changes discussed in this report, there are two areas which raise this 
legal concern: 
 
• changes to the size of business that can apply for the loan if this shifted the recipient 

population beyond small or medium sized businesses; and 

• relaxing eligibility requirements in any way that removed any link between the need for 
the loan and the consequences of COVID-19.  

 
Subject to these caveats, changes to the loan amount and the eligibility criteria and can be 
accommodated within the existing legislation.   
 
In terms of changes to the FTE cap, there is an in-principle risk that as the number of FTEs 
increase, the scheme will no longer be “providing loans to assist small-to-medium 
businesses” as required by the legislation. This is a complex issue, and further legal advice is 
being sought on the threshold above which the FTE cap would no longer be in accordance 
with the legislative requirements. 
 
Officials will also need to consider the implications of any final policy design for the 
contractual arrangements for existing borrowers, as a variation may be needed depending on 
which settings are changed.  However, this should be able to be accommodated relatively 
easily. 
 
Implementation implications  
 
Inland Revenue would be able to implement all changes in approximately 2 weeks from the 
Cabinet decision, subject to any changes not introducing any further complexity and no 
further changes being made within that two week period.  
 
Inland Revenue notes any adjustments to the SBCS will require systems changes and 
customer education and communication, as well as giving rise to increased administration. 
Resources would need to be shifted from other projects to accommodate this. 
 
Inland Revenue can, in the short term, absorb the costs of implementing the options within 
the existing funding for the initiative. Changes to the amount of funding available or eligibility 
criteria may cause an increase in contacts for Inland Revenue, which will put pressure on call 
centres.  Depending on the nature of any changes to the scheme, there may be increased 
workload in out years (for instance higher levels of loan defaults) which could have funding 
implications. 
 
Fiscal implications 
 
Given the urgency under which this report has been prepared, costings have not been able 
to be prepared for this advice.  
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The current appropriated amount for the SBCS is $5.2 billion in capital to make the loans. 
With current settings, we are expecting to lend $2.3 billion by 31 December 2020. The initial 
net cash impact from the SBCS was estimated to be $2.8 billion – this amount was charged 
against the CRRF. Since then, the net cash impact of the SBCS was reforecast as part of 
PREFU to come in at $0.5 billion.  
 
Given the above, Ministers can make changes with a net cash impact of $2.3 billion (amount 
lent less expected repayments) before further charges against the CRRF must be made. 
Ministers can also make changes that increase lending by $2.9 billion before seeking further 
capital authority to spend.  
 
Officials preliminary assessment is that the options recommended above could likely be met 
from within existing appropriations and within funding already provided from the CRRF.  
 
However, any changes to the SBCS which have a net cash impact of more than $0.5 billion 
would have an adverse impact on the net core Crown debt position relative to PREFU. There 
may also be consequential impacts to the operating balances before gains and losses from 
changes to the fair value write-down on these loans.  
 
Caveats on illustrative fiscal assessments in the report 
  
Where possible, we have given high level, illustrative estimates of the impact of a particular 
change, or made a qualitative assessment of the likely magnitude of the change.  
 
If there are multiple changes made (for example, increasing the FTE cap and increasing in 
the loan amount), these cumulative changes may interact to produce a different uptake and 
amount lent than any single isolated change. 
 
We recommend that once Ministers have decided on a package of changes they would like 
to implement, that this package is costed. 
 
Communications 

Communications support is available for announcement and to operationalise changes to this 
scheme. We will work with your office as required. 
At the time of any announcement Inland Revenue would inform the tax and business 
community about the Ministers’ announcement and that details would be coming to them in 
the following days. 
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Recommended Action 

 
We recommend that you: 
 
a Note this report responds to your request for options to increase the generosity and 

reduce complexity of the SBCS; 
 
note 
 

b EITHER: 
 
a. Discuss these options with officials 
 
OR 
 
b. Indicate if you would like further advice on any of the following: 
 

Measure Indication  
MoF

Indication 
MoR 

Raising FTE cap yes/no 
 

yes/no 
 

Increasing lending amounts yes/no 
 

yes/no 
 

Increasing eligibility yes/no 
 

yes/no 
 

 
OR 
 
c. Direct officials to prepare a draft Cabinet paper or oral item for Cabinet on any of 

the following: 
 
Measure Indication  

MoF
Indication 
MoR 

Raising FTE cap yes/no 
 

yes/no 
 

Increasing lending amounts yes/no 
 

yes/no 
 

Increasing eligibility yes/no 
 

yes/no 
 

 

Jessica Rowe 
Acting Manager, The Treasury 
 

Emma Grigg 
Policy Director, Inland Revenue 

 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 

 
 
 
 
 
Hon Stuart Nash 
Minister of Revenue
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Joint Report:  Options for changing the Small Business Cashflow 
Loan Scheme 

Purpose of Report 

1. In response to T2020/2845, you have asked for advice on changing the following 
settings for the Small Business Cashflow Loan Scheme (SBCS): 
a. the 50 full-time equivalent employees (FTE) eligibility cap (Change 1); 
b. the current loan amount ($100,000 maximum, made up of a $10,000 base 

payment plus $1,800 per FTE) (Change 2); and 
c. the other eligibility criteria (Change 3). 

2. This report provides options for potential changes to these three settings, and outlines 
the economic, legal and operational impacts. Given the urgency under which this report 
has been prepared, there are a number of assumptions which have been applied to the 
analysis and fiscal estimates below. 

3. Our understanding is that your objectives for these changes is to make the SBCS more 
generous in its lending and simpler for firms to access in response to the recent 
community outbreak of COVID-19, and the need to return to higher levels alert levels.  
However, the original policy intent remains to support vulnerable, but viable businesses 
at the small to medium end of the market.  

4. At this stage you have ruled out changes to the loan concessions (for example, the 
interest free period or introducing a grant component). As the situation evolves, we can 
provide further advice on these options if needed. 

5. Based on the options you have identified and these objectives, we are seeking your 
guidance on which of the potential changes you would like officials to further explore. 

6. If you wish to take potential policy changes to Cabinet, Treasury and Inland Revenue 
officials will draft a Cabinet paper for you to take seeking changes to the existing SBCS 
settings. 

Current uptake of the SBCS 

7. As of 7 August 2020, the SBCS has lent $1.601 billion of the $5.2 billion that has been 
made available.  

8. The largest group serviced by the SBCS are 1 FTE firms (i.e. sole traders). Table 1 
below summarises the amount of lending based on the firm’s FTE band. 
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Table 1: Applicants by Volume of Employees 
FTE Band Loan 

amount 
($m) 

Volume 
(N) 

% of total 
amount  

% of total 
volume  

1 $574 49,315 36% 51% 

2-5 $451 29,739 28% 31% 

6-10 $237 10,198 15% 11% 

11-20 $187 5,308 12% 5% 

21-30 $78 1,443 5% 1% 

31-40 $45 620 3% 1% 

> 41 $30 337 2% 0% 

Totals  $1,601 96,960 100% 100% 

 
9. Auckland firms make up 42% of the applicants that have received a SBCS loan. 

Potential policy setting changes for the SBCS Loans 

Change 1: Changes to the FTE Cap [not recommended] 

10. Changes to the FTE cap1 will increase the number of eligible firms that can access the 
SBCS.  

11. We have previously advised that the loans should be targeted towards smaller firms, as 
they would generally have greater difficulty accessing finance from other sources of 
lending. We also understand that this was your primary target group when the SBCS 
was established.  

12. If there is no change to the intended target group, the higher the FTE cap, the less 
targeted the SBCS will be towards small-to-medium sized businesses. A larger FTE 
cap also risks increasing the overlap between the SBCS and bank lending. It is also 
likely to mean that the SBCS will become available to firms that would be better 
serviced by other types of financial support. 

Definition of small-to-medium sized firm 

13. Ministers could - in principle - increase the cap to any number above 50 FTE. However, 
a key consideration is the definition of a small-to-medium sized firm.  

14. While there is no agreed definition in New Zealand on what constitutes a small-to-
medium sized firm, there are a number of indicators which can be used as a proxy for 
size, such as turnover or FTE count.  

15. Generally, the higher the FTE cap, the greater the risk of the scheme assisting 
businesses which may not be small-to-medium sized (and risks departing from the 
policy intent). Therefore, if Ministers wished to increase the FTE cap, we would 
recommend increasing the cap by a small amount. 

 
1 The SBCS head count is based on eligibility on the wage subsidy definitions and calculations. The cut-off point 
from the wage subsidy for size-based eligibility is $351,480. This was the amount received by a firm with 50 full 
time employees. Setting the limit this way enables a firm with more than 50 employees, but some of whom are 
part time, to be potentially eligible.  
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16. We would not recommend lifting the cap to 100 FTEs, as this is more likely to capture 
firms that are not small-to-medium sized and comes with legal risk.  

17. The higher the FTE cap, the greater the risk that the SBCS would fall outside of the 
legislative authority under the Tax Administration Act 1994 and the Public Finance Act 
1989. Further legal analysis is required to determine what the threshold is for this.     

Impact of Increasing the FTE Cap 

18. 82% of existing SBCS recipients are from 1-5 FTE firms, with less than 1% being firms 
with more than 40 FTEs. Based on the existing trend in the current SBCS uptake data, 
changing the FTE cap is likely to have a marginal impact, as the current cap of 50 
FTEs covers a large proportion of the number of small-to-medium businesses in New 
Zealand.  

19. It is unclear how many businesses with 50-99 FTEs would take up the SBCS, however 
there is some information on how many businesses are within this band in New 
Zealand: 
• Based on the Business Demography data from 2019, there were around 3,225 

businesses in 2019 with 50-99 employees, which accounted for 219,100 
employees.  

• The wage subsidy uptake data from late May indicates that around 2,286 
businesses in the 50-99 FTE band took up the subsidy. 

• PAYE returns from March 2020 suggest that there would be around 1,850 
businesses in the 50-75 FTE band, and 940 businesses in the 75-100 FTE band. 
This is a total of approximately 2,800 businesses. 

20. Increasing the FTE cap to 100 could potentially bring approximately 2,300-3,200 more 
businesses within scope of the SBCS. However, it is unlikely that all newly eligible firms 
will take up the SBCS.  

21. We have not applied a take-up assumption in the time provided, although note that the 
take-up of the SBCS is roughly 25% of wage subsidy recipients. 

Commonly-owned groups 

22. We note that increasing the FTE cap could enable a higher number of commonly-
owned groups to access the loan scheme, which may have previously been excluded 
on the basis that they have more than 50 FTEs in aggregate. This has been cited by 
some firms as a barrier to uptake. 

23. We have considered whether any specific changes should be proposed for the 
commonly-owned group rules, but we would not recommend making any changes at 
this time. This is because commonly-owned group rules were intended as an integrity 
measure to target the scheme at firms which were unlikely to receive other sources of 
financing and prevent artificial breaking up of large companies into smaller units to 
obtain access to the scheme. 

Change 2: Changes to the loan amount [recommended] 

24. As at 7 August 2020, SBCS lending was $1.601 billion. Approximately 60% of this 
lending is for the fixed $10,000 payment per firm, with the remaining 40% comprised of 
the variable component of $1,800 per employee. 

25. Ministers could increase either the fixed or variable component of the SBCS. The fixed 
component is more targeted to smaller firms, and the variable component more 
targeted to larger firms with greater numbers of employees. Smaller firms make up the 
majority of current SBCS recipients, with 82% of SBCS recipients having 1-5 
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employees. Smaller firms may also be over-represented in firms most impacted by 
higher alert levels with many hospitality businesses, for example, being smaller. 

26. The table below sets out illustrative options for increasing the SBCS payment rate, with 
an estimate of the increase in lending to current recipients. 

 
 Fixed base 

rate 
Per FTE rate Total maximum 

additional drawdown for 
a 50 FTE business 

Total additional lending 
to current recipients 

($m) 
Option 1  $      15,000   $        1,800  $5,000  $         485  
Option 2  $      10,000   $        3,600  $90,000  $         631  
Option 3  $      15,000   $        3,600  $95,000  $     1,116  

  
27. This is an illustrative estimate only, it assumes all current recipients take up the 

additional lending, and no additional recipients take on the loan.  

28. The table below sets out the proportion of additional loans that would be received, by 
firm size, under each of the three options above based on the current distribution of 
loans. 

  
Distribution of additional funding by business 

size (FTE numbers) 
FTEs Option 1 Option 2 Option 3
1 51% 13% 29%
2 to 5 31% 24% 27%
6 to 10 11% 21% 17%
11 to 20 5% 21% 14%
21-30 1% 10% 6%
31-40 1% 6% 4%
> 41 0% 4% 2%

  
29.  The table below illustrates the additional lending available for each option by firm size. 

 
Additional lending available by firm size

FTEs Option 1 Option 2 Option 3 
1  $        5,000  $         1,800  $         6,800  
5  $        5,000  $         9,000  $      14,000  
10  $        5,000  $      18,000  $      23,000  
20  $        5,000  $      36,000  $      41,000  
30  $        5,000  $      54,000  $      59,000  
40  $        5,000  $      72,000  $      77,000  
50  $        5,000  $      90,000  $      95,000  

 
30. In making decisions about how much to increase the loan amount, there is trade-off 

between providing liquidity support to businesses, and further weakening their balance 
sheets with additional debt.  There is also a question as to how much you choose to 
increase the loan amount now, versus increasing it further in the future as events 
unfold.  This is a judgement call, and in the time available we have not been able to 
form a recommendation on this.  It is something to be aware of, nevertheless.      
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Change 3: Changes to the Eligibility Criteria 

31. There are four eligibility settings that could be changed to make the SBCS more 
generous and less complicated. 

32. Changing these requirements will increase the number of firms that are eligible for the 
SCBS. The proposed changes to eligibility would not provide further support for the 
firms that had already received loans through the SBCS, but would allow previously 
ineligible firms to apply for the loans. 

Criteria 1 - the requirement for a 30% reduction in revenue: 

33. Ministers have several options in respect of the requirement that a firm experienced a 
minimum 30% decline in actual or predicted revenue from Jan 2020 to June 2020: 

a. remove this criteria: This would simplify the scheme, lowering compliance costs 
for firms, and removing the uncertainty for businesses trying to determine if they 
will have the requisite reduction in the revenue. 

 This option would likely result in the greatest increase in the number of firms that 
would qualify for the SBCS. As a result, this option will likely have the largest 
fiscal impact. 

 Removing this requirement may allow newly impacted firms to qualify (i.e. firms 
that did not suffer the requisite revenue reduction in the January to June period). 

 However, removing the requirement will reduce the targeted nature of the 
scheme. This would mean that firms that have not been impacted by COVID 
would be able to apply for the loans.  

b. lower the threshold: While this would be an easier test for firms to pass than the 
current test, it still does not completely remove the complexity for firms trying to 
estimate their revenue in uncertain times. This leaves a compliance burden for 
firms.  

 Lowering the threshold to 10% would increase the number of firms that would 
qualify for the scheme.  It would also retain some level of targeting because firms 
would need to evidence a reduction in revenue due to COVID-19 to qualify. This 
option is unlikely to have a significant fiscal impact. 

c. update the test for the current period: A further option would be to change the 
dates by which the reduction in revenue had to be determined. Under this option, 
a firm could qualify if they had a 30% reduction in actual or predicted revenue 
during any period from January 2020 to December 2020.  

 However, it would not simplify the regime, or significantly reduce the uncertainty 
for businesses trying to estimate their revenue for the year. As a result, it is 
unlikely to significantly reduce compliance costs for firms. 

 This option would increase the number of firms that would qualify for the scheme 
but to a lesser degree than the other options. It would ensure that the measure 
was still targeted to firms that have suffered a significant decline in revenue due 
to COVID-19. 

 The fiscal impact of this option would depend on when the relevant firms suffer 
the requirement reduction in revenue.  

Criteria 2 - allow firms formed after 1 April 2020 to access the SBCS 

34. The requirement for the business to be in existence before 1 April 2020 was an 
integrity measure, to prevent firms from being set up to qualify for the concessionary 
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loan scheme. This requirement likely imposed low compliance costs on firms. It also 
did not materially assist with the targeting of the scheme. Given how much time has 
passed since the settings were originally set, it may be worth reconsidering this option 
as there may have been new firms set up following the first lock down that will now be 
impacted by COVID-19, although this would add additional complexity. 

35. Ministers could decide to: 

a. extend the date until 1 August 2020: This option retains the intended integrity 
in the scheme, in that firms cannot be just set up to qualify for the concessionary 
scheme. Inland Revenue has deployed checks within its system to screen for 
possible fraudulent behaviour and therefore prevent loans going to non-eligible 
businesses. The 1 April date has been one aspect of that screening and 
changing it could allow applicants who have already declined the loan based on 
integrity risks to make another attempt. Given the low compliance burden this 
requirement imposed on firms, keeping this requirement (even with an extended 
date) is unlikely to significantly impact compliance costs. 

 Extending the date will open the scheme up to more firms than would otherwise 
be the case. It is unlikely to impact on the targeting of the scheme. This would 
likely have a small fiscal impact.  

b. remove the requirement: Removing the existence requirement entirely will have 
a minor reduction in compliance costs. This option would prevent future firms 
from being excluded from the scheme under this requirement in the future. As 
such, it may increase eligibility. It is unlikely to have significant fiscal impact. 
However, it would increase the integrity risk. 

Criteria 3 - the requirement for firms to declare their viability 

36. This requirement was intended to target the scheme at firms that were impacted by 
COVID-19, but were viable on an on-going basis. It required firms to retain ongoing 
information on file to establish their viability. 

37. Ministers could remove this requirement for businesses to declare that they are viable 
on an ongoing basis, and to retain the relevant records. This would have a reduction in 
compliance costs for firms. It would also reduce the targeted nature of the measure 
because it could extend support to firms that were not viable on an on-going basis.  
This option could significantly increase the fiscal impact of this scheme as otherwise 
qualifying non-viable firms would be entitled to loans under the scheme, and these 
firms are more likely to default.  

Criteria 4 – the requirement to use the borrowed funds for operating expenditure 

38. This requirement was intended as an integrity measure to prevent owners of firms from 
using the loans to pay increased dividends rather than support the viability of the firm; 
as well as targeting the support to pay for on-going operating expenses rather than 
making capital investments. You could allow firms to use the funds for any purposes 
other than shareholder salaries, dividend payments or executive remuneration. This 
could lead to a small reduction in compliance costs for firms in not having to track the 
use of the borrowed funds, and may provide firms with more flexibility to decide how 
they manage their various costs (including using the fund for capital expenses). This 
could encourage more firms to take up the scheme.  

Official’s Recommendation 

39. In the limited timeframe to consider this request, in light of the legal, fiscal and 
communication risks, officials recommend a package of changes including: 
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• increasing the loan amount (both the base rate and amount available per FTE); 
and 

• allowing the funds to be used for any business expenses (excluding shareholder 
salaries and dividends); and  
 

• updating the timeframe over which the revenue reduction is measured. It is 
currently measured from January to June 2020, we recommend moving this to 
January to December 2020 to include the latest outbreak.  

 
40. These are the changes least likely to raise issues with the Public Finance Act 

authorisation. They are also likely to be the most effective and meaningful change for 
business and it will be easy for businesses to understand and IR to communicate.   

Operational Implications 

41. Inland Revenue would be able to implement all changes in approximately 2 weeks from 
the Cabinet decision, subject to any changes not introducing any further complexity 
and no further changes being made within that two week period.  

42. Inland Revenue notes any adjustments to the SBCS will require systems changes and 
customer education and communication, as well as giving rise to increased 
administration. Resources would need to be shifted from other projects to 
accommodate this. Changes to the amount of funding available or eligibility criteria 
could cause potentially an increase in contacts for IR, which will put pressure on call 
centres. 

43. Inland Revenue can, in the short term, absorb the costs of implementing the options 
within the existing funding for the initiative. Changes to the amount of funding available 
or eligibility criteria may cause an increase in contacts for Inland Revenue, which will 
put pressure on call centres.  Depending on the nature of any changes to the scheme, 
there may be increased workload in out years (for instance higher levels of loan 
defaults) which could have funding implications. 

44. Any amended SBCS will be open to new borrowers and existing borrowers, who can 
choose to take advantage of beneficial changes to the scheme (e.g. if they are eligible 
to draw down additional amounts, they will be able to do this).  However, it should be 
noted that it is Inland Revenue’s strong preference that if additional drawdowns for 
existing borrowers are made, the interest free period runs from the original draw down 
date (which means the new loan amount will have a lightly shorter interest free period 
that the original tranche of lending). If this is not possible, it is likely that implementation 
could take 6-8 weeks.   

Legal Implications 

45. Government Departments can only lend if there is express statutory authority. This is in 
place for the SBCS. This means that changes to the loan scheme which stay within the 
SBCS can be accommodated within existing legislation. Any changes that go beyond 
that would breach the requirements of the Public Finance Act and therefore be illegal 
without new legislation. 

46. Within the possible changes discussed in this report, there are two areas which raise 
this legal concern: 
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o Changes to the size of business that can apply for the loan if this shifted the 
recipient population beyond small or medium sized businesses; and 

o Relaxing eligibility requirements in any way that removed any link between the 
need for the loan and the consequences of COVID-19.  

47. Subject to these caveats, changes to the loan amount and the eligibility criteria and can 
be accommodated within the existing legislation.   

48. In terms of changes to the FTE cap, there is an in-principle risk that as the number of 
FTEs increase, the scheme will no longer be “providing loans to assist small-to-medium 
businesses” as required by the legislation. This is a complex issue, and further legal 
advice is being sought on the threshold above which the FTE cap would no longer be 
in accordance with the legislative requirements. 

49. As there is no formal definition of “small and medium”, further legal advice will be 
required if Ministers wish to make significant changes to this criterion.  

50. Officials will also need to consider the implications of any final policy design for the 
contractual arrangements for existing borrowers, as a variation may be needed 
depending on which settings are changed.  However, this should be able to be 
accommodated relatively easily. 

51. The Commissioner is authorised under the Public Finance Act to act on behalf of the 
Crown when providing and administering the SBCS. If any amendments to the SBCS 
were to breach that express authorisation there are potential consequences. These are 
primarily political consequences but could include charges under the Act. The scheme 
of the Act provides for accountability to Parliament via the Auditor General. If a breach 
of the Act were to occur the Auditor General would provide a report to Parliament and 
any assessment of accountability may consider the role of Commissioner of Inland 
Revenue in administering the scheme but ultimate responsibility is likely to rest with the 
Ministers as decision makers. Further, the Act provides for certain offences in s 76 for 
which penalties include fines and for an individual imprisonment not exceeding a term 
of 12 months. 

Fiscal Implications 

52. Depending on which SBCS settings are changed, and how significant the changes are, 
they could likely be met without having to seek further authority to spend (in particular, 
for the $5.2b capital appropriation).  

53. The initial net cash impact from the SBCS was estimated to be $2.8 billion: $5.2 billion 
in lending less $2.4 billion in expected repayments. This initial estimate has been 
charged against the CRRF to providing funding for the SBCS. 

54. Since then, the net cash impact of the SBCS is expected to come in at $0.5 billion: $2.3 
billion in lending less $1.8 billion in expected repayments. The revised figures, which 
have been prepared for inclusion in PREFU forecasts, have been based on 
extrapolating data from the scheme itself, which has loaned out $1.6 billion to date. An 
allowance has been made for a potential surge in demand triggered by the expiry of the 
wage subsidy and the SBCS coming to an end. 

55. Ministers can make changes that increase lending by $2.9 billion, which is the amount 
of headroom available before further authority needs to be sought. Ministers can make 
changes with a net cash impact of $2.3 billion (amount lent less repayments) before 
further charges against the CRRF must be made. 
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56. Depending on which SBCS settings are changed, and how significant the changes are, 
they could likely be met from within existing appropriations and within funding already 
provided from the CRRF.  

57. However, there would be an adverse impact on the net core Crown debt position 
relative to PREFU forecasts. In addition, there many also be consequential impacts to 
the operating balances before gains and losses from changes to the fair value write-
down on these loans. If setting changes produce a fiscal impact that exceeds the 
appropriation limits, the Minister of Finance and the Minister of Revenue have 
delegated authority from Cabinet to increase both the capital and fair value write down 
appropriation if needed [CAB-20-MIN-0169 refers]. This would similarly have a fiscal 
impact on net core Crown debt and the operating balance before gains and losses 
when compared to PREFU forecasts. 

58. We are unable to provide any costings in relation to the options identified in this paper.  
Any costing that will be undertaken will also be based on high level assumption and be 
very uncertain. The major limitations and uncertainties of any estimates will be 

a. The loan uptake rate: It will be difficult to assess how many existing or new 
businesses will apply for additional loans if the scheme is changed. This is also 
dependent on any potential changes to the wage subsidy. For example, if the 
wage subsidy is no longer available, more businesses may take on a SBCS loan 
as a form of cashflow support.  

b. The default rate and rate of repayment within year one: it is extremely 
uncertain how many businesses would likely default, particularly in the case of a 
resurgence. 

59. Inland Revenue could absorb the possible administration costs of the options within the 
existing funding for the initiative. 

 

Next Steps 

13.   We recommend you discuss this report with official, or direct us to provide further 
advice on options, a draft Cabinet paper or draft an oral item for you to take to Cabinet 
on your desired changes. 
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Treasury Report:  Initial Advice on a Hospitality Sector Support 
Package 

Executive Summary 

The hospitality sector has faced an acute and sustained shock as a result of COVID-19. This 
is due to the effects of the border closure and variable Alert Levels on consumer demand as 
well as the burdens of additional regulatory requirements placed on the sector as part of 
Government’s public health strategy. As there is still considerable uncertainty about the 
health and economic scenario for the next 12-18 months, the hospitality sector will continue 
to face stress. 

The existing broad-based economic support mechanisms should remain a very important 
part of the Government’s response for the hospitality sector, in particular the wage subsidy 
and other policies that support affected workers directly. However, some of the existing 
support mechanisms that rely on firms taking on more debt (such as the Small Business 
Cashflow Scheme) may not be suitable for hospitality businesses. Many businesses will 
already be carrying a lot of debt, and going forward will have a constrained ability to manage 
further debt with confidence. 

The hospitality sector is large, and not easy to define. There are challenges in drawing an 
appropriate ‘boundary’ around the sector to target any support. In addition, some of the 
challenges faced by the sector are not unique to hospitality, so any support package will 
likely lead to similar packages being demanded of the Government from other sectors in the 
economy. This reinforces the premise that well designed broad-based economic support 
mechanisms may be preferable, although over time they will need to evolve to be sustainable 
and to be more strongly focused on transition for acutely affected sectors like hospitality. 

s9(2)(f)(iv)
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Recommended Action 

We recommend that you: 
 
a. note that the Treasury’s preference is for broad-based business support measures 

rather than sector-specific packages; 
  
b. note that the Treasury would recommend that the objective of any hospitality sector 

package should be helping to adjust to a new long-term reality of cycling between Alert 
Levels 1 and 2, rather than providing temporary relief on the assumption of quickly and 
permanently returning to Level 1; 

 
c. 

 
d. indicate if you would like the Treasury, in conjunction with the relevant agencies, to 

provide further analysis and advice on any of the following options: 
 

Tax credits Yes / No 

Further loan scheme Yes / No 

Indirect Financial Support  Yes / No 

Regulatory policy options Yes / No 

  
e. consider any decisions to develop sector-specific initiatives alongside decisions on 

other broad-based mechanisms designed to provide sustainable forms of support to 
business;  

 
f. refer this report to the Ministers of Tourism, Economic Development, and Small 

Business/Revenue; 
 

Refer / not referred. 
 

Jean Le Roux 
Manager, Transitions, Regions, and Economic Development 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 

 

s9(2)(f)(iv)

s9(2)(f)(iv)
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Treasury Report:  Initial Advice on a Hospitality Sector Support 
Package 

 

Broader policy context and purpose of this report 

1. This report responds to your request for initial advice on whether and how to design an 
economic support package for the hospitality sector. We understand that you are 
particularly concerned that the ongoing uncertainty about the public health response 
may have an acute impact on this sector, especially if the country is at Alert Level 2 for 
periods of time over the next 12-18 months. 

2. At the time of writing, you are considering advice on changes to expand support offered 
by a key broad-based tool in the business support landscape - the Small Business 
Cashflow (Loan) Scheme (SBCS). The temporary expansion of the Wage Subsidy and 
broadened access to the Leave Support Scheme are also about to go live. Officials are 
working on advice on moving towards a more sustainable model of the Wage Subsidy.  

3. In addition, the public health landscape is changing daily, and a number of scenarios 
relating to transmission of the virus may play out in the coming weeks. For example, it 
may be the case that Ministers decide to extend existing forms of broad-based support 
on a temporary basis in the event of additional resurgences in the coming weeks. 

4. This reinforces that it is important to clarify the objectives of any sector-specific support 
for hospitality against this context. This will assist officials in designing any policy 
response in a way that complements broader support schemes. 

5. With that in mind, the report sets out: 

a. An overview of the hospitality sector, some definitional issues, and the nature of 
the economic shock it is facing; 

b. The Treasury’s analysis of the potential objectives of a sector-specific package; 

c. Initial advice on what a support package could include, if you were interested in 
pursuing this option further. 

6. This briefing has been drafted under tight timeframes. We have consulted with IR and 
MBIE on this report, but would need to work more closely with them on any further in-
depth analysis and policy design.  

 
 
The hospitality sector: definitions and economic context 

What is the hospitality sector?  

7. There is no single definition of the hospitality sector. However, there are two main 
options for thinking about the boundaries of the sector: 

a. Definition 1: Food (and beverage) services; which includes cafes and 
restaurants; pubs, bars and nightclubs; fast food and takeaway food services; 
and catering services in New Zealand; 
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b. Definition 2: Accommodation and food (and beverage) services; which includes 
the services mentioned above as well as accommodation providers such as 
hotels, motels, backpackers and holiday parks. 

8. Beyond these broad definition options, there are further complexities in thinking about 
the boundaries of the sector. For example, some businesses provide food and drink 
without this being their central business model (e.g. cinemas or cafes within retail 
stores) while other businesses provide food and drink without having physical premises 
for the public (e.g. catering). To address these issues, the hospitality sector could be 
defined as either only including businesses whose primary function is hospitality, or 
also including hospitality business units within non hospitality businesses. 

9. Definitions from the COVID-19 Public Health Response (Alert Levels 3 and 2) Order 
2020 (COVID Order) could also be used to define the scope the sector. Clause 18 of 
the COVID Order outlines the requirements for businesses where food and drink is sold 
or provided for consumption in that workplace, such as cafes and restaurants. Using 
this definition would mean that food and beverage services are within scope but 
accommodation services are not.  

What do we know about the economic significance of the hospitality sector? 1  

10. The table below includes key data about the economic significance and performance of 
the hospitality sector under the two definitions outlined above. We have not been able 
to source some of the statistics for the narrower definition of the hospitality sector 
(Definition 1) in the time available.  

11. The food (and beverage) services sector (i.e. Definition 1) makes up a very large 
proportion of the wider accommodation and food services sector (i.e. Definition 2). For 
instance, it contributes to just under 80 per cent of jobs in the sector. The hospitality 
sector under the wider definition contributes about 2.3 per cent to GDP. 

  
Table 1: Aggregate statistics on the hospitality sector under two definitions 

 

 Definition 1 - Food (and 
beverage) services 

Definition 2 – Accommodation and food 
(and beverage) services 

Employment share  5.86% 7.39% 

Number of people 
employed  133,900 168,800 

Number of 
businesses  

17,235 22,845 

Share of GDP N/A 2.34% 

Industry size by 
revenue  

N/A $6.36 billion 

Average weekly 
earnings  

N/A $563 (lowest of any industry) 

 

 
1 This section is based on internal analysis of source data held by Stats NZ, and based on 2018 and 
2019 data.  
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12. The table below provides a breakdown of employment and revenues in the broader 
hospitality sector (under the broader Definition 2 above). 

 

Table 2: Description of firms within the hospitality sector 
 

Number of employees 
# of firms % of firms Total employees Median sales revenue for a firm 

in this band 

0 8,706 38.1 0 Not available  

1-5 6,621 29 18,600 $223,000 

6 - 9 2,895 12.7 21,200 $502,000 

10 - 19 2,850 12.5 38,100 $884,000 

20-50 1,404 6.1 39,600 $2,150,000 

50-99 246 1.1 16,600 

100+ 120 0.5 34,700 $14,916,000 

Total 22,845 100 168,800 $380,000 

 
13. The hospitality sector has a young workforce – around 56 per cent of workers are under 

29 (using Definition 2), more than any other industry. About 60 per cent of the 
hospitality workforce are female. The majority of hospitality workers are part-time or 
casual staff. Asian workers make up a disproportionately large share of the hospitality 
workforce – about 30 per cent. Māori and Pasifika make up about 14 per cent and 6 
per cent of the sector’s workforce respectively; this is roughly proportionate to the 
population of these groups.  

14. The sector has among the highest worker turnover rates of any sector, and also has 
the highest proportion of jobs held by temporary migrants, at just over 20 per cent in 
2016. The average annual rate of hospitality firm births and deaths over ten years (12.4 
and 10.1 per cent respectively) is broadly in line with the average for other sectors 
(11.3 and 10.1 per cent).  

What do we know about the economic impact of COVID on hospitality? 

15. During the first wave of COVID-19, the Treasury estimated that economic activity in the 
accommodation and food services sector would be at 20 per cent of normal levels at 
Alert Levels 3 and 4, and 60 per cent of normal levels at Alert Level 2. According to our 
estimates, this made hospitality the second most impacted sector at Alert Level 4 
(behind construction) and the most impacted sector at Alert Levels 2 and 3.  

16. This is broadly borne out in the data available to date. Electronic card spending on 
hospitality was down 95 per cent on the previous year in April (almost entirely Alert 
Level 4); down 40 per cent in May (half at Alert Level 3, half at Alert Level 2), down 7 
per cent in June (mostly Alert Level 1), and up 6 per cent in July. Compared to overall 
card spending data, hospitality was more severely impacted than other sectors during 
April and May, and bounced back slightly less strongly in June and July.  

17. Another indicator of the impact of COVID-19 on the hospitality sector is in take-up of 
the Wage Subsidy Extension (WSX) and the Small Business Cashflow Scheme 
(SBCS). As at 10 August 2020, the take-up rate of the WSX in the accommodation and 
food services sector was 46 per cent, second only to the arts and recreation sector. 
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Similarly, as at 31 July 2020, the accommodation and food services sector had the 
second highest take-up rate of the SBCS of any industry – at just under 45 per cent. 

Objectives of a hospitality sector support package 

18. As we understand it, the objective of a sector support package at this point is not to 
help businesses in the acute phase of the public health response to COVID-19 (i.e. 
alert levels 3 and 4), but to help them adjust to the likely reality that they will be cycling 
between levels 1 and 2 for the next year or so, until a vaccine is widely distributed in 
New Zealand.  

19. For some businesses, that are ‘vulnerable but viable’, this may include giving them 
some temporary support in order to develop a sustainable business model in 
circumstances very different from those in which most businesses were developed.  

20. However, the reality is that many businesses will fail no matter what support the 
Government is able to give. Depending on the mechanism of support, businesses may 
be able to close well (i.e. settling debts) or hibernate, which will give them a better 
chance of restarting once the economic situation improves. Barriers to entry are low, so 
recovery may be strong once the risk diminishes.  

21. If non-viable businesses receive ongoing support then any support package may have 
a significant fiscal impact for the Government, while making very little difference to 
outcomes for the sector. The temporary support measures the Government has 
already had in place, such as the Wage Subsidy Scheme, have given time for the 
sector to start to adjust to the changed landscape, but this cannot continue indefinitely.  

The case for a sector-specific support package 

22. Hospitality firms have been particularly hard hit by alert levels restricting people leaving 
home, moving around and meeting. This includes the impact on catering services, dine 
in services (such as cafes and restaurants) and other social gathering areas (such as 
pubs and bars).  

23. Many of these firms have low cash reserves and very tight margins with fixed rental 
costs being particularly significant. Hospitality NZ also notes that the very rapid shift to 
level 3 in Auckland resulted in many operators having to discard perishables they had 
already ordered and paid for.  

24. Clause 18 of the COVID Order require food and drink services to abide by additional 
public health measures, including the requirement that patrons are seated, separate 
and served by a single server (the ‘3 S’s’) under level 2, as well as having a 100-
person limit. Adhering to these regulations results in compliance costs and reduction in 
revenue to affected businesses, that is disproportionate compared to other service 
industries.  

25. As margins are tight, the hospitality sector cannot easily absorb the additional costs of 
business transformation, such as increased use of delivery platforms (e.g. UberEats, 
MenuLog) which take a large percentage of revenue (joining costs, commissions, plus 
other costs like takeaway food packaging). For some, transformation is impractical 
given the nature of the business. 

26. The hospitality industry employs a large proportion of the overall workforce, and related 
downturns therefore also impact on a significant number of people. As other industries 
have also suffered from the impacts of the COVID-19 response redeployment of this 
workforce to similar work is challenging. The statistics presented in the previous 
section indicate that the hospitality workforce is relatively vulnerable. 
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27. Hospitality spending is relatively discretionary, and is one of the most likely to be 
impacted by reduced consumer spending in an economic downturn. For many 
communities, coming together in social spaces to share food and drink is important to 
wellbeing. Not all such activity can shift to private homes, so loss of hospitality venues 
may increase isolation for some. 

Risks and downsides of a sector-specific package 

28. While hospitality has been hard hit, so have a lot of other sectors. To provide a 
hospitality sector support package will strengthen the case and demand for further 
sector support packages – such as for retail and personal services. Ideally these 
should all be captured by broad-based measures, rather than responding to sectors 
individually. 

29. As noted above, there are definitional issues with the hospitality sector, e.g. whether 
accommodation is included, and how to treat hospitality operators within other 
businesses (e.g. garden centre cafes). This makes it hard to estimate exactly how large 
the impacts, and costs, of a support package would be, and harder to maintain 
principled boundaries that justify intervention in some sectors but not others. 

30. Compensating for the impact of the new public health measures could set a precedent, 
with every business impacted by the public health response to COVID-19 potentially 
able to make a case for compensation. 

31. Not all hospitality industries have been equally impacted. For example, businesses in 
tourism hotspots have had a more sustained downturn, whereas those in CBDs 
depend more on employees returning to their workplaces.  

32. Hospitality businesses tend to be low contributors to GDP and low-wage employers. 
The Government should be cautious about committing its scarce resources to firms 
that are unlikely to significantly support New Zealand’s economic recovery.  

33. Businesses will fail in this period, but are likely to be created again in better conditions. 
Hospitality firms are not usually ‘anchor’ businesses (like some tourism attractions) 
where their loss would lead to a significant local impact. Where there is a market, they 
can and do emerge nimbly to supply it.   

Potential options and eligibility criteria for a support package 

34. There are a range of direct and indirect options for providing support to the hospitality 
sector, however defined.  

35. As discussed above, our initial recommendation is that the policy objective for 
supporting hospitality should be to support them to adjust to a new potential long-term 
reality of cycling between Alert Levels 1 and 2. Clarifying the policy objective will assist 
officials in designing more specific interventions under any of the options below. 

36. For comparison, Annex 1 provides a brief summary of the hospitality support packages 
that have been put in place in other international jurisdictions.  

Options for direct financial support 

37. s9(2)(f)(iv)

s9(2)(f)(iv)
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38. 

39. 

Loans 

40. Alternatively, support could be provided in the form of a sector-specific loan scheme. 
As at 31 July 2020, the accommodation and food services sector had the second 
highest take-up rate of the SBCS of any industry – at just under 45 per cent. This 
indicates that there could be demand for a hospitality-specific loan scheme. However, 
options to amend to the SBCS, including increasing borrowing limits for eligible firms 
are currently being considered.  

41. Given this as well as the administrative cost associated with establishing an additional 
loan scheme and the fact that many hospitality businesses will be approaching their 
limit in terms of the amount of debt they are willing or able to take on, we recommend 
focusing on amendments to the SBCS rather than a new bespoke scheme. Further 
policy and legal advice would be needed on whether a sector-specific loan scheme 
would fit within the provisions of the current tax legislation. 

Tax credits 

42. Another option is the introduction of hospitality-specific tax changes or tax credits. 
However, tax credits are unlikely to be the simplest or most timely mechanism for 
delivering financial support to hospitality businesses. Furthermore, if tax credits are not 
refundable, they would provide less financial assistance than cash grants or loans, as 
they would only assist to the extent that the businesses continues to be profitable 
(although this could help ensure assistance is targeted towards more viable firms). 

Eligibility criteria 

43. The eligibility criteria of the support mechanism could be designed in many ways 
depending on the aims of the policy and intended funding level. We recommend that 
the criteria be:   

a. Clear and easy to understand for the businesses who will access the support; 

b. Based on verifiable data about a business in order to target the support. 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)
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44. Criteria will be more effective if they are few, based on clear (ideally pre-existing) 
sector definitions, and similar to existing support programmes (such as the SBCS). 
Explicitly addressing edge cases and exceptions will also be helpful.   

45. In addition to clarifying the overall boundaries of the scheme, two key questions to 
address are whether (and how) support should be targeted based on firm size, and 
whether to target support to the firms most affected by COVID-19.  

How could support be targeted by firm size?  

46. A flat level of support for all businesses would be the simplest and least costly to 
implement. However, we recommend support be scalable as a fixed level would be 
either provide more support than necessary for small firms (if set at a high level) or be 
insufficient for medium and large businesses (if set low).  

47. If targeted by firm size, a base rate may be appropriate with ascending support levels 
depending on one or more of the following criteria:   

a. Number of employees   

b. Annual revenue 

c. Operational costs  

d. Rateable value  

e. Seating capacity   

f. Number of premises  

48. Both the SBCS and the Wage Subsidy Scheme have used employee count as key 
metrics for determining support. This may therefore be the simplest approach to 
implement and would be familiar to most firms.  

49. If the focus of the support is non-wage costs, it may be better to target support based 
on non-FTE measures, such as a firm’s revenue or expenditure base. Non-wage costs 
may be the most appropriate focus, given that many hospitality businesses are already 
eligible for the Wage Subsidy Scheme.  

How should support be targeted to the most affected businesses?   

50. If the intent is to target businesses most severely impacted by COVID-19 and the 
related economic restrictions, criteria could include:    

a. Reduction in year-on-year revenue over a particular period by a certain 
percentage; 

b. Firms that meet a viability test – e.g. a reduction in income of more than 40% 
year-on-year during initial period at Alert Level 3, but then had a reduction in 
revenue of no more than 20% year on year in July.  A viability test such as this 
has previously been considered as part of work on amendments to the Wage 
Subsidy Scheme, but further work would be needed to determine the feasibility 
and desirability of such a test. 

c. Demonstration of some other COVID-19-related cost, such as compliance costs 
imposed under the Alert Levels.  

51. You may wish to consider a similar test to the two-week extension of the Wage Subsidy 
Scheme, as this is familiar to businesses and would be straight-forward to implement, 
though the exact level of revenue drop may need to be set according to up-to-date 
statistics from the hospitality sector.  
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52. You may wish to exclude firms that have received significant economic support 
already. This could be through a cap on combined total support from this and other 
programmes, such as the Wage Subsidy Scheme and the Strategic Tourism Assets 
Protection Programme (STAPP).  

53. You may further wish to consider excluding businesses that did not exist prior to 1 April 
2020 (or some other date representing the beginning of significant economic 
restrictions), dormant businesses, or businesses that are insolvent.  

Options for indirect financial support 

54. There are also options to provide more individual financial support to hospitality 
businesses, including providing vouchers to consumers or subsidising and/or waiving 
certain costs.  

55. 

56. 

57. 

Supporting business model adaptation  

58. A less direct intervention would be to support hospitality businesses to adapt their 
business model – such as to pivot to home deliveries. Home deliveries appear to 
generally not be profitable for individual businesses under an in-house delivery model, 
making the main alternative use of a delivery platform such as UberEats or delivereasy. 
However, one barrier to the (profitable) use of these services is the high service fees 
paid by hospitality outlets these platforms, which we understand to be in the region of 
20-30 per cent.   

59. There is therefore an option to address these barriers to use by covering a portion (or 
all) of the fees charged by such platforms. This is effectively a conditional grant as 
described above. As with grants tied to other costs, a risk in this option is that the 
benefit is captured by the delivery platform – particularly if it led to the platform 
increasing its fees. As such, such an intervention could be complemented by requiring 
platforms to cap fees at current levels for the duration of the intervention. 

60. Business model adaptation could also be enabled in less prescriptive ways. For 
example, a more traditional form of intervention to support business model adaption 
would be to provide business development advice and support. $40 million has already 
been provided to extend business support provided through the Regional Business 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)
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Partners Scheme, and we understand that around $32 million worth of $5,000 grants 
per business are still available, including to businesses in the hospitality sector. 
However, advisors within this scheme may not have hospitality sector expertise. So it 
might be possible to expand or modify this scheme to specifically focus on challenges 
and opportunities faced by those in the hospitality sector. 

Fee relief 

61. Another option would be for government to waive (or cover) certain fees associated 
with regulatory regimes faced by the hospitality sector. For example, under the Sale 
and Supply of Alcohol Act 2012, licensed venues have to pay annual fees of between 
$140 and $1,250 (unless other fees are set by a territorial authority). The government 
could cover these fees for a specified period of time. We have not consulted with the 
Ministry of Justice or local government on such an option.   

Regulatory policy options to support the sector  

62. There may also be regulatory changes that could be made to reduce costs faced by the 
sector.  

63. 

64. 

65. , hospitality establishments also 
need to comply with other regulatory regimes, such as liquor licensing and food safety. 
We have not explored whether there are sensible options to reduce the regulatory 
burden under these regimes. However, we could work with the Ministry of Justice and 
the Ministry for Primary Industries to look into these options at your request.   
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Annex 1: Hospitality Support Programmes in Other Countries 

66. The Australian state of Victoria has two grant schemes for hospitality businesses 
available for any restaurant, cafe, pub, bar, club, reception centre, coffee and dessert 
outlet, or takeaway food venue with food service that meet a number of criteria: 

a. The CBD Small Hospitality Grant is for businesses in Melbourne's central 
business district (CBD) that already received a grant from the Business Support 
Fund – Expansion programme and have seating capacity of 11 or more seats. It 
provides $5,000 for firms with 11 to 100 seats and $15,000 for firms with 101 
seats or more. 

b. The Hospitality Business Grant Program is for firms that have an annual payroll 
of between $3 million and $10 million in 2019/20. It provides $25,000 per 
business, plus an addition $5,000 for each additional venue (up to $20,000 for 
four venues), and additional $20,000 if the business is located in the CBD. 

67. The UK Government's Retail, Hospitality and Leisure Grant Fund provides grants to 
properties that are wholly or mainly being used as a hospitality, retail, or leisure venue. 
Examples include shops, restaurants, cafes, bars, cinemas, music venues, sports 
clubs, gyms, hotels and self-catering accommodation. Businesses receive a cash grant 
of up to £10,000 if they have a rateable value of £15,000 or under, and £25,000 for 
properties with a rateable value of over £15,000 but less than £51,000. Businesses 
cannot receive more than £800,000 in state aid across all schemes.  

68. The Government of Ireland's Restart Grant Plus scheme gives grants to businesses to 
help them reopen their premises after lock-down. Grants are between €4,000 and 
€25,000, with the level based on the rates assessment for the premises for 2019 
(excluding arrears). To qualify, enterprises must have 250 employees or less, turnover 
of less than €100,000 per employee, and reduced turnover by 25% as a result of 
COVID-19. 
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