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Wellington 6140 
New Zealand  
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Reference: 20200009 
 
 
5 May 2020 
 

 
Dear
 
Thank you for your Official Information Act request, received on 16 January 2020.  You 
requested the following documents: 
 

2 Sep 2019 Treasury Report T2019/2618: KiwiRail - equity injection to fund 
multiple projects 
 
3 Sep 2019 Aide Memoire T2019/2716: Meeting with Reserve Bank Governor 
 
6 Sep 2019 Treasury Report T2019/2768: Tax measures to support the 
Government's economic strategy 
 
6 Sep 2019 Joint Report by the Treasury and Inland Revenue IR2019/490; 
T2019/2768: Tax measures to support the Government’s Economic Strategy 
 
9 Sep 2019 Joint Report by the Treasury, Department of the Prime Minister and 
Cabinet, Ministry of Justice and Inland Revenue T2019/2535: Debt to 
Government - Proposed Areas of Focus 
 
10 Sep 2019 Reserve Bank of New Zealand Report 5325: Consultation Paper: 
The Future of the Cash System- Te Punaha Moni Anamata 
 
17 Sep 2019 Treasury Report T2019/2313: Upcoming Defence Funding 
Requests 
 
18 Sep 2019 Reserve Bank of New Zealand Report 5331: The Future of the 
Cash System - Te Punaha Moni Anamata - Consultation Paper (+ Media 
Release) 
 
19 Sep 2019 Treasury Report T2019/2918: Letter to Dame Therese Walsh 
 
19 Sep 2019 Aide Memoire T2019/2957: Briefing for meeting with Australian 
Parliamentary Budget Officer 

s9(2)(a)
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23 Sep 2019 Reserve Bank of New Zealand Report 5334: Reserve Bank Report: 
Capital and Deposit Insurance 
 
8 Aug 2019 Treasury Report T2019/2153: International Monetary Fund- Bilateral 
loan extension 
 
10 Aug 2019 Aide Memoire T2019/2344: Opportunities for Infrastructure 
Investment - Transport: Next Steps 
 
12 Aug 2019 Treasury Report T2019/2299: Feedback on three upcoming Cabinet 
papers for the Immigration System 
 
13 Aug 2019 Joint Report by the Treasury and MBIE T2019/2364: Letter to the 
Leader of the House on the VCF Bill 
 
14 Aug 2019 Treasury Report T2019/2409: Response to the Guardians letter on 
the VCF Bill 
 
15 Aug 2019 Treasury Report T2019/2212: SOE Portfolio (delegated): Director 
Fee Approvals 2019/20 
 
15 Aug 2019 Treasury Report T2019/2474: Final VCF Cabinet Paper and Bill 
 
16 Aug 2019 Treasury Report T2019/2670: Proactive Release of VCF Bill 
Related Cabinet Papers 
 
16 Aug 2019 Aide Memoire T2019/2430: Reserve Bank 2019 Annual Dividend 
Recommendation 
 
17 Aug 2019 Aide Memoire T2019/2301: Recent reports on DHB performance 
and governance 
 
17 Aug 2019 Treasury Report T2019/2599: Letter to RNZ 
 
21 Aug 2019 Treasury Report T2019/2522: Letter to Barbara Chapman 
 
23 Aug 2019 Aide Memoire T2019/2562: Draft Letter of Reply to Minister for 
Women re Gender Budgeting 
 
29 Aug 2019 Treasury Report T2019/2541: Letter to SOE Chairs on executive 
remuneration 
 
As you are aware, on 12 February 2020 I extended the timeframe for a response 
to your request by 40 working days. I also refused part of your request, and 
informed you that two documents were being withheld in full. On 27 February 
2020 I sent you the first tranche of documents requested.  
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On 14 April I subsequently wrote to you informing you of my decision on your request, 
including withholding grounds as applicable, and that the remaining information would 
be forwarded to you as soon as is practicable. I am now forwarding the requested 
information to you. 

Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  8 August 2019 Treasury Report T2019/2153: 
International Monetary Fund- 
Bilateral loan extension 

Release in part 

2.  12 August 2019 Treasury Report T2019/2299: 
Feedback on three upcoming 
Cabinet papers for the 
Immigration System 

Release in part 

3.  15 August 2019 Treasury Report T2019/2212: 
SOE Portfolio (delegated): 
Director Fee Approvals 
2019/20 

Release in part 

4.  16 August 2019 Aide Memoire T2019/2430: 
Reserve Bank 2019 Annual 
Dividend Recommendation 

Release in part 

5.  19 August 2019 Aide Memoire T2019/2344: 
Opportunities for 
Infrastructure Investment - 
Transport: Next Steps 

Release in part 

6.  2 September 
2019 

Treasury Report T2019/2618: 
KiwiRail – equity injection to 
fund multiple projects 

Release in part 

7.  5 September 
2019 

Aide Memoire T2019/2562: 
Draft Letter of Reply to 
Minister for Women re Gender 
Budgeting 

Release in part 

8.  5 September 2019 Joint Report: T2019/2535 – Debt 
to Government – Proposed Areas 
of Focus 

Release in part 

 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
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This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
David Hammond 
Team Leader Ministerial Advisory 
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 RESTRICTED 

Treasury:4137239v1 RESTRICTED 

Treasury Report:  International Monetary Fund - Bilateral loan 
extension  

Date:    8 August   Report No: T2019/2153 

File Number: IM-1-1-1 (Finance) 

Action Sought 

  Action Sought  Deadline  

Hon Grant Robertson 
Minister of Finance 
 

Agree that extending the loan is in the public interest for the 
purposes of section 65L of the Public Finance Act 1989 
 
Approve the extension of the loan pursuant to section 65L of 
the Public Finance Act 1989 
 
Sign the attached letter agreeing to extend New Zealand’s 
2016 bilateral loan arrangement with the Fund until year-end 
2020 (page 7)  

Friday 16 August 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Rebecca Mountfort Analyst, International N/A 

(mob) 

 

Robbie Taylor Acting Manager, 
International (Overseas 
Investment) and Financial 
Markets 

(mob) 
 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 

Return the signed letter to Treasury.  
 

Note any 
feedback on 
the quality of 
the report 

 

Enclosure: Yes (see attached letter)

s9(2)(k)

s9(2)(g)(ii)
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Treasury Report:  International Monetary Fund - Bilateral loan 
extension  

Executive Summary  

Background 

In 2016 Cabinet agreed to New Zealand participating in a bilateral loan agreement with the 
International Monetary Fund (IMF) for up to US$1 billion (EI-16-MIN-0336). The bilateral loan 
arrangement is a “last resort” or “backstop” facility and has never been called on. The current 
loan agreement expires 31 December 2019.  

The IMF is seeking a one year extension of the loan until year end 2020 (this is permissible 
under Section 2(a) of the current loan agreement). The IMF has requested this extension to 
ensure that it is adequately resourced to respond to possible negative shock scenarios. New 
Zealand’s bilateral loan agreement is one of around 40 the IMF has with member countries. If 
all bilateral loan agreements expire, the total resources the IMF could draw on would drop by 
around a third.  

Treasury view  

The Treasury supports the extension of New Zealand’s 2016 bilateral loan agreement with 
the IMF. The IMF contributes to the global financial system by lending to countries with 
difficulties making international payments. We also consider that there would be implications 
for New Zealand’s international reputation if we do not extend the agreement. 

Legal and financial implications 

You can approve this lending by the Crown under section 65L of the Public Finance Act 
1989. This allows you to lend money to organisations if it is “necessary or expedient in the 
public interest to do so”. The Treasury agrees that the loan is necessary or expedient in the 
public interest for the reasons given above.  

The loan is treated as a quantifiable, remote contingent liability for the purposes of the Crown 
Accounts, reflecting that its chance of being drawn upon is remote. Extending the loan would 
have no additional financial implications (the contingent liability for US$1 billion would remain 
on the crown accounts), and have no impact on appropriations. Even if it were to be called, 
any foreign exchange New Zealand provided would earn interest from the IMF, could be 
returned at very short notice, and would be considered part of our official reserve assets.  

Recommended Action 

We recommend that you: 
 
a note the attached letter from the IMF seeking a one-year extension to New Zealand’s 

bilateral loan arrangement with the Fund  
 

b note that this extension is being requested by the IMF because if the current suite of 
loan agreements expires the IMF considers that it may not be adequately resourced to 
respond to possible shock scenarios  

 
c note we do not consider that this is a matter that requires Cabinet approval, however, 

talking points are included in Annex A if you wish to raise this with your colleagues 
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d agree that extending the loan is in the public interest for the purposes of section 65L of 

the Public Finance Act 1989 
 

Agree/not agree  
 
e approve the extension of the loan pursuant to section 65L of the Public Finance Act 

1989 
 

Approve/ not approve 
 
f sign the attached letter agreeing to extend New Zealand’s 2016 bilateral loan 

arrangement with the IMF until 31 December 2020 (page 7) 
 
 Signed/not signed 
 
  
 
 
 
Robbie Taylor 
Acting Manager, International (Overseas Investment) and Financial Markets 
 
 
 
 
 
 
 
 
Hon Grant Robertson  
Minister of Finance  
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Treasury Report: Treasury Report: International Monetary Fund - 
Bilateral loan extension 

Purpose of Report 

1. This report seeks your agreement to a one-year extension of New Zealand’s 2016 
bilateral loan agreement with the International Monetary Fund. The current loan 
agreement expires 31 December 2019.  

2. An extension to the 2016 loan agreement has been requested by the IMF to ensure it is 
adequately resourced to respond to possible negative shock scenarios.  

3. You need to approve this lending by the Crown under section 65L of the Public Finance 
Act 1989 (PFA).  

4. The Ministry of Foreign Affairs and Trade and the Reserve Bank have been consulted 
on this paper and support the recommendations.  

Background and proposal 

5. In 2016, Cabinet agreed to New Zealand participating in a bilateral loan agreement with 
the IMF (EGI-16-MIN-0336). New Zealand undertook to provide up to US$1 billion to 
finance IMF loans to countries in difficulty, if other sources of IMF financing (quota1 
and the New Arrangements to Borrow (NAB)2) were to prove insufficient. The loan 
agreement is part of a series of 40 such bilateral agreements between the IMF and 
individual member countries, with total commitments of around US$440 billion. The 
bilateral loan agreements which were set up after the global financial crisis, are 
intended to be temporary and have never been called on. 

The proposal 

6. On 20 May 2019 the IMF Executive Board approved a one-year extension of the terms 
of the bilateral agreements, through year end 2020. A further extension is not possible 
under these terms. However, the extension of the term of each agreement also 
requires consent from the country concerned, and the IMF has written to participating 
countries, including New Zealand, to request this (the full request is in the attached 
letter).  

Why is this extension necessary? 

7. If the bilateral loan agreements expire, the total resources that the IMF could 
draw on would drop by around a third, and the IMF is concerned it may not have 
the capacity to respond to members’ potential needs in the event of adverse 
shocks. The Fund states that while its current liquidity position appears adequate to 
meet potential needs in the near-term, possible shock scenarios would result in a high 

                                                
1 The primary source of funding, which is a member country’s permanent financial commitment to the IMF. 
2 New Arrangements to Borrow is a collective agreement with a subset of members, including New Zealand, which have agreed 

to provide additional financing for IMF loans if quota resources become stretched. 
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demand for IMF loans. It sees an extension of the terms of the bilateral agreements as 
a prudent step to ensure that the IMF maintains the capacity to respond to members’ 
potential needs in the event of shocks or major crises.  

8. The IMF is seeking to put its financing on a more secure footing because the 
bilateral agreements are only temporary. The more mainstream source of financing 
for the IMF are quota (totalling around US$670 billion) and the NAB (around US$250 
billion). Quotas are reviewed every five years. A permanent increase in quota as part of 
the current review is likely to have received widespread support but has effectively 
been vetoed by the United States. The United States has, however, indicated it may be 
prepared to support a significant increase in the NAB – perhaps doubling it. This could 
mean a lesser role for bilateral loan agreements post 2020 (although it is too early to 
tell at this stage). A proposal to extend the NAB, which is in line with the US proposal, 
has not yet been put together by the IMF Executive Board. Should this occur we will 
provide you with separate advice.   

9. More detail on New Zealand’s relationship with the IMF can be found in Annex B.  

Treasury Position  

10. The Treasury supports the extension of New Zealand’s 2016 bilateral loan agreement 
with the IMF.  

11. The Fund contributes to the stability of the global financial system by lending to 
countries with difficulties making international payments. It is important that the IMF is 
adequately resourced to do this, particularly in the event of a major global crisis where 
there could be a large increase in demand for IMF loans. 

12. We consider that there would be implications for New Zealand’s international 
reputation if we do not extend the agreement. Almost all participating countries 
have confirmed their agreement to extend their bilateral loan agreements. If we do not 
follow suit this may reflect negatively on our position as good global citizens and 
supporters of the international rules-based system. 

Legal and Financial Implications  

Legal implications  

13. Treasury legal has advised that you can approve this lending by the Crown under 
section 65L of the PFA. This allows you to lend money to organisations if you consider 
that it is “necessary or expedient in the public interest to do so”.  

14. The Treasury supports the view that this lending is necessary or expedient in the public 
interest because:    

• It supports New Zealand’s position as a good global citizen (and as noted above, 
not extending would have implications for New Zealand’s international reputation 
which may be detrimental to the public interest) 

• The IMF contributes positively to the public interest through its important role in 
stabilising the global financial system 

• These agreements have never been called on to date, and as noted below, the 
Treasury considers that the possibility of them being called on in the future is 
remote, and 

• Even if called on, loans would be readily repaid by the IMF.  
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15. The legal delegations that usually govern who has the authority to approve certain 
transactions in relation to the international financial institutions do not cover this 
request.  

16. We do not consider that this is a matter that requires Cabinet approval. However, 
should you wish to brief your colleagues we have provided talking points in Annex A.  

 
Fiscal implications  

17. The current bilateral arrangement is for 1 billion USD. There is no proposal to increase 
this commitment.  

18. The bilateral loan arrangement is a “last resort” or “backstop” facility. The likelihood of it 
being called is remote and it is therefore treated as a quantifiable, remote contingent 
liability for the purposes of the Crown accounts. Even if it were to be called, any foreign 
exchange New Zealand provided would earn interest from the IMF, could be returned 
at very short notice, and would be considered part of our official reserve assets.  

19. The Treasury currently has an arrangement with the Reserve Bank to provide funding 
to meet a call from the IMF if the Crown’s existing borrowing programme was unable to 
meet the loan request.  

20. Any calls on New Zealand to provide resources under the bilateral loans fall within the 
scope of the permanent legislative authority established under Section 5 of the 
International Finance Agreements Act 1961. Therefore, renewal of these borrowing 
arrangements would have no impact on appropriations.  

21. Extending this bilateral agreement would continue the Crown’s current risk profile. If 
New Zealand did not renew its commitments to these borrowing arrangements there 
would be a corresponding reduction on the contingent liabilities and therefore a 
reduction in risk to the Crown.  

Next Steps     

22. If you sign the attached letter (the wording of which was suggested by the IMF), the 
Treasury will send it to the IMF.  

23. As discussed previously, we will provide you separate advice should the IMF’s 
Executive Board put together a proposal to extend the NAB. This may need to be 
considered at Cabinet as it may increase our overall commitment to the IMF.        
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David Lipton 

Acting Managing Director 
International Monetary Fund 
700 19th St NW 
Washington, DC 20431 
USA 
 
 
 
 
 
 
Dear Mr Lipton 
 
 
In reference to the Managing Director's letter dated May 20 2019. New Zealand hereby 
consents to the one-year extension of the term through December 31, 2020 of the loan 
agreement between New Zealand and the International Monetary Fund, that was concluded 
following the approval by the Executive Board in August of 2016 of the modalities for a new 
round of bilateral borrowing, in accordance with Section 2(a) of the loan agreement.  
 
 
 
Yours sincerely,  
 
 
 
 
 
 
 
Hon Grant Robertson  
Minister of Finance  
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Annex A: Talking points for Cabinet 

 
• The International Monetary Fund (IMF) is seeking a one-year extension through to end 

of 2020 to its 40 existing bilateral loan agreements with member countries, including 
New Zealand.  

• The bilateral loan arrangement is a “last resort” or “backstop” facility and has a remote 
chance of being called on. However, if it was too be called upon it would be readily 
repaid by the IMF.  

• Our current agreement, for up to US$1 billion, was signed in 2016 and ends on 31 
December this year.  

• The extension of this agreement would have no additional fiscal implications (as it is 
extending the duration of an existing financial agreement). 

• This extension has been requested because if the bilateral loan agreements expire the 
IMF considers that it may not be adequately resourced to respond to possible negative 
shock scenarios. We support the extension as the IMF contributes positively to the 
public interest through its important role in stabilising the global financial system. 
Added to this, almost all other countries have approved this extension and consider 
that there would be implications for New Zealand’s international reputation if we did not 
follow suit.   

• I have therefore approved this lending by the Crown under section 65L of the Public 
Finance Act 1989.  
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Annex B: New Zealand and the IMF  
 
24. A country’s share of total quota largely determines its voting power. New Zealand’s 

quota share is 0.26 percent, for example, and it has 0.28 percent of the votes in the 
IMF. The United States has the biggest voting share, at 16.5 percent. This gives it an 
effective veto, as the most important decisions in the institution require an 85 percent 
majority. Therefore, any proposal to increase quota would not get the required 85 
percent of votes.  

25. A country’s share of total quota, and therefore its voting share, should be broadly 
representative of its position in the world economy. However, the only way to change 
quota shares is to increase total quota and divide the increase up differently from the 
existing allocation. So quota shares change slowly. Hence some faster-growing 
emerging economies are under-represented in terms of quota and votes, and some 
advanced economies are over-represented. China is the stand-out, with a voting share 
of– 6.1 percent – around half where it could be. 

26. The IMF’s lending resources, and New Zealand’s commitments, are summarised in 
Table 1. Note that while the IMF is supposed to be a quota-based institution, quota 
constitutes less than half its total available resources. 

  
Table 1. Total IMF resources and effective lending capacity (US$ billion) 

  New Zealand’s 
commitment 

Total IMF 
resources 

Effective IMF lending 
capacity  

Quota 1.75 668 448 

NAB 0.48 255 201 

Bilateral 
arrangements 

1.00 444 355 

Total 3.23 1,368 1,005 
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 IN-CONFIDENCE 

Treasury:4154021v1 IN-CONFIDENCE 

Treasury Report:  Feedback on Three Upcoming Cabinet Papers for the 
Immigration System 

Date:   12 August 2019 Report No: T2019/2299 

File Number: SH-2-1-1 (Labour Market Outcomes)

Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 
 

Do not support the two Cabinet papers on 
proposed changes to the Employer 
Assisted Temporary Work Visa system. 

Direct the Minister of Immigration to 
instead seek agreement to the policy and 
funding through Budget 2020. 

Direct the Minister of Immigration to 
source funding for the proposals in the 
Cabinet paper Options for Changes to the 
Parent Resident Visa from the Immigration 
Visa memorandum account, and not from 
the Between-Budget Contingency. 

21 August 2019 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Avril Gillan Analyst, Skills and 
Work 

N/A 

(mob) 

 

Chris Nees Acting Manager, Skills 
and Work 

 

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: Feedback on three upcoming Cabinet papers for the 
Immigration System 

Executive Summary 

You will be consulted by the Minister of Immigration on three Cabinet papers that he intends 
to submit for discussion at the Cabinet Economic Development Committee (DEV) meeting on 
21 August 2019. 

Two of the Cabinet papers seek agreement to changes to Employer Assisted Temporary 
Work Visas… 

We are supportive of the general direction of the papers but we do not agree that the 
proposals meet the requirements for pre-commitment funding against Budget 2020 of 
approximately $36 million across the forecast period. We recommend that decisions are 
made through Budget 2020, though this would delay implementation to April 2021 – October 
2021, rather than a timeline of late-2020 to mid-2021. This delay would however allow for 
completion of the Business Case for the IT system build, which would provide more 
confidence in the costs and risks of the investment.   

We also note that successful implementation of the policy will depend on effective 
negotiation of sector agreements 

…the third paper recommends changes to the Parent Category. 

A third immigration Cabinet paper, Options for Changes to the Parent Resident Visa (Parent 
Category), will also be considered at the same DEV meeting. The Parent Category (a 
residence category for the parents of existing residents) has been closed since October 
2016. This paper asks Cabinet to decide between three options to recommence the Category 
or close the Category entirely. The Minister is not providing a preferred option.  

All of the options will require some funding, as this additional operation activity was 
unforeseen. The Cabinet paper is seeking one-off Crown funding of $500,000 from the 
Between Budget Contingency (BBC). We do not consider this proposal meets the urgency 
requirements to access BBC or pre-commitment funding from Budget 2020. The funding 
could come from the Immigration Visa memorandum account that is funded by immigration 
fees, for the costs and associated overheads of visa decision making. This would have a 
negative impact on the memorandum account balance (which is already in deficit) and may 
require future decisions about increasing fees to collect this cost from users of the system. 

s9(2)(g)(i)
s9(2)(g)(i)
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Recommended Action 

We recommend that you: 
 
a. Do not support the two Cabinet papers on proposed changes to the Employer 

Assisted Temporary Work Visa system, which will be considered at the Cabinet 
Economic Development Committee on Thursday 22 August 2019. 

 
 Agree/disagree 
 
b. Direct the Minister of Immigration to instead seek agreement to the policy and funding 

through Budget 2020, which will allow officials to complete the Business Case and 
provide more details on the negotiating brief and approval process of the Sector 
Agreements 

 
 Agree/disagree 
 
 
c. Direct the Minister of Immigration to source funding for the proposals in the Cabinet 

paper Options for Changes to the Parent Resident Visa (Parent Category) from the 
Immigration Visa memorandum account, and not from the Between-Budget 
Contingency 

 
 Agree/disagree 
 
 
 
 
 
 
 
 
Chris Nees 
Acting Manager, Skills and Work 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Feedback on three upcoming Cabinet papers for the 
Immigration System 

Purpose of Report 

1. The purpose of this report is to provide you with our advice on the three upcoming 
Cabinet papers on the Immigration system. You will soon receive these for Ministerial 
consultation, ahead of the papers being considered at DEV on 22 August 2019.   

Employer Assisted Temporary Work Visas: Context and Budget 2019 

2. The papers seek agreement to implement a new employer-assisted gateway which 
would replace the six current visa categories with one enhanced employer gateway. 
This would shift the focus of the employer-assisted visa system from migrants to 
employers. Employers and migrants would be required to go through three gateways: 

a. Employer Gateway – where employers would be accredited to enable them to 
hire a migrant 

b. Job Gateway – where the job is checked to ensure that no New Zealander is 
able to fill the job being recruited for, subject to skill, sectoral and regional 
differentiation, and 

c. Migrant Gateway – where checks will be made to make sure the migrant is of 
good character and health.  

3. The papers will include an agreement to pre-commitment funding of approximately $30 
million in 2019/20 to build a new IT system in support of this proposal. The paper also 
seeks pre-commitment funding to establishment a unit within the Ministry of Business, 
Innovation and Employment (MBIE) to implement Sector Agreements under the Job 
Gateway, at a cost of $1.5 million in the first year and $1.7 million in outyears.   

4. We are supportive of the general direction the papers propose but do not agree that the 
proposals meet the requirements for pre-commitment funding against Budget 2020. We 
also note there are a range of risks to achieving the Government’s objectives for the 
Immigration system outlined below.  

Pre-commitment funding against Budget 2020 

5. We do not consider that this meets the requirements for pre-commitment funding as: 

a. this proposal was considered in Budget 2019 but was triaged out (the final 
Budget 2019 cabinet paper did note that agreement and funding would be sought 
out of cycle), and 

b. there is no urgent need to agree to the policy now. 

 We do not 
consider that this satisfies the urgency requirement of pre-commitment funding 

6. The costs for the new IT system will remain uncertain until the business case has been 
completed and reviewed by the Government Chief Digital Officer and the Treasury 

s9(2)(g)(i)

s9(2)(g)(i)

s9(2)(g)(i)
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Investment Management and Asset Performance team. IT investments have a higher 
than normal risk of cost escalation; without a complete and robust business case we 
cannot have confidence that the amount of pre-commitment funding sought is the total 
likely cost of the investment.  

7. When Cabinet agreed to release the public consultation document for these proposals, 
they also invited the Minister of Immigration to report back to Cabinet in June 2019 on: 

a. the outcomes of the consultation and any changes to the proposals, and 

b. an implementation plan including the financial implications of the proposals. 

Key risks of agreeing to this policy 

Affordability 

The cost recovery of the system is based on assumptions around the future trend of 
temporary migrant labour that are inherently uncertain. A significant decrease beyond this 
expected reduction of temporary migrant labour would place further fiscal strain on the 
associated memorandum accounts which are already in deficit. 

8. MBIE have forecast slower growth in temporary migrant workers as a result of these 
proposals reducing employer’s access to migrant workers, but it is not clear how much 
employer demand for migrant workers will reduce when the fees for employers 
increase under the new system. Employers currently pay to be an accredited employer, 
but the new system will see employers pay a fee to pass through both the employer 
gateway and for each migrant worker to pass through the job gateway.  

9. The Budget 2019 Economic and Fiscal Update forecast presents a key risk to the 
forecasts which underpin the affordability of the system.  The Treasury forecasts see a 
decline in net migration from 50,000 people in the 2017/18 fiscal year to 25,000 in 
2021/22, and a steady rate thereafter. This difference in forecasts is however partially 
due to the Treasury taking a ‘top down’ approach to forecast the overall trend in arrivals 
and departures of migrants and New Zealanders.  

10. We intend to work with MBIE in the next couple of months to explore whether it is 
possible to better reconcile these forecasts with each other.   

 

Objectives 

The effectiveness of this policy change will depend on the negotiation of sector agreements 
and more quality referrals being made by the Minister of Social Development to employers. 

Sector Agreements will be key to placing more New Zealanders in industries with current 
high levels of migrant reliance, but there is a significant risk as to whether they will be 
effective in practice. 

11. Sector agreements are proposed for industries with current high reliance on temporary 
migrant labour to reduce this reliance in the medium to long term. These agreements 
would be the only pathway for relevant sectors to access migrant labour for specified 
occupations, and would allow access to migrants in return for commitments to greater 
labour market improvements by employers (such as a commitment to implement an 
apprenticeship scheme).  
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12. The success of these agreements in getting effective commitments from sectors will be 
highly reliant on strong negotiations by the Government, and strong enforcement 
measures to ensure compliance with the agreements. These details are still being 
considered by officials.  

The Ministry of Social Development (MSD) will need to make more quality referrals to 
achieve the objective of moving more low-skilled New Zealanders into roles currently filled by 
migrant labour, but this proposal alone is unlikely to enable MSD to do so. 

13. Officials have advised that MSD currently make approximately 25,000 referrals per 
annum, of which 900 result in employment. This is indicative of a referral system which 
poorly matches employers with potential employees.   

14. The papers propose changes to prevent employers from hiring a migrant when a New 
Zealander is available, and to require employers to provide more detailed job 
descriptions to help MSD case managers better match their clients to jobs. These 
changes will be of help, but are unlikely to significantly increase the amount of MSD 
referrals which result in employment in and of themselves.  

15. MSD has indicated to the Treasury that they are focussed on enhancing their 
employment related case work. Additional funding for caseworkers was provided 
through Budget 2019 to address the increasing demand for income support related 
casework (associated with increasing numbers of second and third tier benefits), and 
arrest declines in employment focused conversations with clients. Without further 
resource (to get employment focused casework back up to 2014 levels say), it may be 
difficult for MSD to improve the quality of referrals. 

Managing the cost of implementing changes to the Parent Category 

16. A third immigration Cabinet paper, Options for Changes to the Parent Resident Visa 
(Parent Category), will also be considered at the same DEV meeting. We are 
supportive of the recommended changes and consider that the funding approach 
should be to meet the costs from the relevant memorandum account.  

17. The Parent Category (a residence category for the parents of existing residents) has 
been closed since October 2016. The draft Cabinet paper asks Cabinet to decide 
between three options to recommence the Category or close the Category entirely. The 
Minister is not providing a preferred option.  

18. All of the options will require some funding, as this additional operation activity was 
unforeseen. The Cabinet paper is seeking one-off Crown funding of $500,000 from the 
Between Budget Contingency (BBC). While this is a small amount, we have three 
concerns with this recommendation: 

a. We do not consider this proposal meets the urgency requirements to access the 
BBC or pre-commitment funding from Budget 2020. 

b. MBIE have not done sufficient work to genuinely consider alternative options, 
including this coming from baselines or the impact of funding this activity from the 
memorandum account. 

c. There is a significant amount of uncertainty about the ultimate cost required, due 
to not knowing how many people who currently have applications will require 
refunds. 

19. We recommend instead that this activity is funded from the Immigration Visa 
memorandum account that is funded by immigration fees, for the costs and associated 
overheads of visa decision making. This would have a small negative impact on the 
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memorandum account balance (which is already in deficit) and may require future 
decisions about increasing fees to collect this cost from users of the system. 

20. We do not consider Crown funding is the appropriate source for funding this activity. 
For the Immigration system, the Crown makes a contribution for some activities in 
recognition of the public benefits it provides. This includes funding to meet New 
Zealand’s international obligations to refugees, to pay for fraud investigation and 
prosecution, and to address the costs associated with the border clearance of people 
who do not pay fees, such as New Zealand citizens. Fees are charged for the 
Immigration system on a full cost-recovery basis for the costs and associated 
overheads of visa decision making. The additional costs associated with closing or 
recommencing the Parent Category are unexpected, but they are still costs associated 
with the administration of this category. The source for this activity should be funded by 
users of the system. 

21. MBIE officials have not provided us with analysis of the impact from funding this 
through baselines, but we consider that given the relatively small cost of this proposal 
compared to the current deficit level the impact is likely to be manageable.  
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Treasury Report:  SOE Portfolio (delegated): Director Fee Approvals 
2019/20 

Date:   15 August 2019  Report No: T2019/2212 

File Number: CM-0-3-22  

Action sought 

  Action sought  Deadline  

Rt Hon Winston Peters 
Minister for State Owned 
Enterprises 

For your information None 

Hon Grant Robertson 
Minister of Finance 

Note and agree recommendations As soon as practicable 

Hon David Parker 
Associate Minister of Finance 

For your information None 

Hon Shane Jones 
Associate Minister for State 
Owned Enterprises 

Note and agree recommendations, 
agree to sign the letters approving 
board fee levels for 2019/20 

As soon as practicable 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Gael Webster Manager, Governance and 
Appointments 

 

Ministers’ Office actions (if required) 

Return the signed report to Treasury. 

Sign and post the attached letters to the Chairs with copies to the companies and Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached)
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Treasury Report: SOE Portfolio (delegated): Director Fee Approvals 
2019/20 

Executive Summary 

This report addresses the requirement for the companies within your SOE Portfolio to receive 
formal approval of their director fee levels for 2019/20, together with any special fees and 
professional development budget to which you agree.  By convention, the responsible 
Minister signs the fee approval letters on behalf of both shareholding Ministers.  The current 
approvals expired on 30 June 2019. 

Recommended Action 

We recommend that you: 
 
a. note that the Companies Act 1993 and the constitutions of Crown companies require 

board fees to be approved by shareholding Ministers and that, by convention, the 
responsible Minister signs the approval on behalf of both shareholding Ministers 
 

b. note that, as the fees have been determined on the basis of a methodology previously 
approved by Cabinet, it is not necessary for you to consult with SSC  

 
c. note that the fees were reviewed in late 2016 and increased where applicable with effect 

from 1 January 2017 
 

d. 
 

 
e. note that the payment of ‘special fees’ has been recommended for the boards of 

Airways, Landcorp and Transpower (in part) 
 

f. note that your approval is also required for the professional development budgets 
requested by the boards 

s9(2)(f)(iv)
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g. agree to the Associate Minister for State Owned Enterprises signing the attached 

letters on behalf of both shareholding Ministers to the Chairs of the companies, 
approving their board fees for 2019/20. 

 
Agree/disagree.   Agree/disagree. 
 
Minister of Finance  Associate Minister for State Owned Enterprises 

 
 
 
 
 
Gael Webster 
Manager, Governance and Appointments 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
Hon Shane Jones 
Associate Minister for State Owned Enterprises 
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Treasury Report: SOE Portfolio (delegated): Director Fee Approvals 
2019/20 

Purpose of Report 

1. The Companies Act 1993 and the constitutions of Crown companies require board fees 
to be approved by shareholding Ministers.  This report addresses the formal approvals 
required for SOEs (including ‘special fees’ and professional development budgets 
where appropriate) for the payment of 2019/20 board fees.  The current fee approvals 
expired on 30 June 2019. 

Background 

2. Please note that we have split the SOE Portfolio into two reports to reflect the 
Ministerial delegations.  For the purpose of this report, the term ‘SOE Portfolio’, refers 
to the following SOE boards: 

• Airways Corporation of New Zealand Ltd (Airways) 

• AsureQuality Ltd (AsureQuality) 

• Crown Asset Management Ltd (CAML) 

• Electricity Corporation of New Zealand Ltd (ECNZ) 

• Kordia Group Ltd (Kordia) 

• Landcorp Farming Ltd (trading as Pamu) (Landcorp) 

• Meteorological Service of New Zealand Ltd (MetService) 

• New Zealand Post Ltd (NZ Post) 

• Quotable Value Ltd (QV) 

• Transpower New Zealand Ltd (Transpower) 

3. The fees for the boards of the SOEs have been determined on the basis of a 
methodology initially approved by Cabinet in December 2003.  The methodology was 
updated in 2013.  In December 2016, the then Minister of Finance agreed a 5% 
increase across the Crown company portfolio to be distributed across the companies 
with a greater variance to the fee level1 under the methodology in an effort to reduce 
that variance.   

4. The base directors’ fees for the SOEs were increased where applicable from 1 January 
2017.   

5. 

6. This approval is essentially a mechanical issue, as the amounts are derived from the 
fee-setting methodology, and are a function of the number of directors on a board.  The 
Chair allowance is two times the unit rate, and the Deputy Chair allowance is 1.25 

                                                
1 The fee level for Crown companies under the methodology is set at 90% of comparable private 
sector fees, reflecting a 10% public sector discount.  

s9(2)(f)(iv)
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times the unit rate.  As these fee levels have been previously approved, it is not 
necessary for you to consult SSC. 

7. Once the total pool of fees is approved, it is the board’s prerogative to determine the 
allocation of ‘ordinary fees’ to individual directors. 

8. Approval is also required for the professional development budget requested by each 
board.  Although professional development is carried out in the context of a specific 
board role it also carries an element of personal benefit, hence the need for ministerial 
approval. 

Special fees requests 

9. The boards may seek approval to pay directors ‘special fees’.  There are no set criteria 
for what constitutes a ‘special fee’, but they are considered only where directors are 
required to contribute time over and above what would be considered an ordinary 
commitment, and where the company has provided appropriate justification. 

Airways 

10. Airways has sought special fees of $25,000 to enable directors to attend global 
aviation/navigation conferences, symposia on technology development and safety, 
visits to see new technology in operation, and oversight of and contribution to an 
external review of the Safety Culture project.     

11. This is clearly an additional time commitment for the Board, and we think it is 
reasonable to expect that the Board spends time to keep itself abreast of industry 
issues and safety as part of its function. On this basis we support your continued 
approval. 

Landcorp Farming 

12. Landcorp has requested special fees of $64,000 to cover membership of four directors 
($16,000 per director per annum) on the boards of joint ventures of trading subsidiaries 
(Focus Genetics Management Ltd, Melody Dairies GP Ltd, Pāmu Academy and Spring 
Sheep Dairy NZ Management Ltd).  

13. The membership on each of those boards is essentially an additional board role for the 
directors concerned and requires time over and above what is considered an ordinary 
time commitment of board members. We recommend your approval.  

Transpower 

14. Transpower sought special fees of $75,000 for additional work of directors in respect to 
work on the new Regulatory Control Period (RCP3), government policy initiatives, 
enforcement action, ongoing litigation board subcommittees’ workloads, and health and 
safety commitments. 

15. Treasury has reviewed Transpower’s special fee request and the requests the 
company has made over the last decade. 

. Treasury 
raised these concerns with Transpower who subsequently revised its request to 
$60,000 

.  

16. 

s9(2)(g)(i)

s9(2)(g)(i)
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17.  

18. We recommend approval of the continuation of the special fees at a lower level of 
$30,000. . 

Overview of 2019/20 fee approvals including professional development budgets 

19. The current director fee rates, special fees and professional development budgets for 
which approvals are sought in this report are summarised below. 

Table 1. 2019/20 fees and professional development requests for SOE boards 

Company Director fee unit 
rate ($)

Special fees ($) Professional 
development budget ($)  

Airways 32,461 25,000 26,500
AsureQuality 36,000 - 17,500
CAML 36,000 - -
ECNZ 18,000 - -
Kordia 36,000 - 18,000
Landcorp 37,612 64,000 24,000
MetService 23,448 - 20,000 
NZ Post 52,865 - 28,000
Quotable Value 23,448 - 20,000
Transpower 54,567 75,000* 25,000
*Special fees for Transpower supported at the lower amount of $30,000. 

Financial Implications 

20. There are no direct financial implications for the Crown, as all Crown company 
directors’ fees are paid directly from company revenues. 

Next Steps 

21. If you agree, you are asked to sign and send the attached letters approving the 
directors’ fees for the SOE boards for 2019/20 as soon as possible. 

Attached Documents 

22. Attached to this report are: 

• Annex I: Approval letters to SOE Chairs. 
 

s9(2)(f)(iv)
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Reference: T2019/2430 MC-1-2 (Reserve Bank Funding and Operation) 
 
 
Date: Friday 16 August 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: Tuesday 20 August 2019 
 
 
Aide Memoire: Reserve Bank 2019 Annual Dividend 
Recommendation 

The Reserve Bank has provided you with its annual dividend recommendation for 
2019, recommending that a dividend of $195 million be paid to the Crown for the 
year ended 30 June 2019. The Treasury supports this recommendation.  
 
The Reserve Bank Act of New Zealand 1989 (the Act) requires you to determine the 
annual dividend to be paid having regard to the recommendations of the Bank, the 
views of the Board of the Bank, and any other relevant matters. 
 
The dividend is determined through a backward-looking, largely mechanical process 
based on pre-agreed principles. In short, the dividend is the revenue remaining after 
the Bank has funded its operating expenses, and has retained enough capital to 
continue its operations.  
 
The dividend recommendation is separate from the forward-looking process for 
agreeing the Bank’s five-year funding agreements. The five-year funding agreement is 
due to be renewed by June 2020, and the Treasury will start to provide you with advice 
on this in late 2019. Further detail on the dividend and funding agreement processes 
are provided in the annex. The annex also includes an update on the IMF’s 2017 
Financial Sector Assessment Programme recommendations, as per your office’s 
request. 
 
The Treasury is satisfied that the Bank’s recommendation is consistent with the 
dividend principles set out in the Bank’s Statement of Intent (see annex). The Board of 
the Bank has also confirmed its support for the recommendation of a $195 million 
dividend.  
 
The Bank has provided the Treasury with relevant Audit Committee papers. You may 
wish to note the following: 
 
• Net operating expenses for 2018/19 were $70.6 million, $9.3 million more than 

the $61.3 million budget agreed in the 2015-20 funding agreement, due to higher 
staff spend, asbestos remediation and a range of other factors.  
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• As referred to in T2019/1563, the Bank is also expecting to overspend its 
previously agreed funding level in 2019/20. The overspends in 2018/19 and 
2019/20 will be funded by underspending incurred in the previous years of the 
2015-20 funding agreement and the Bank still expects to be within the overall five-
year funding agreement envelope. The Bank has noted that if unanticipated costs 
arise, they may require a variation to the current funding agreement. 

• The Bank proposes retaining $2,300 million of risk-based capital, unchanged 
since 2013. Their models do however suggest that the target level should be closer 
to $2,400 million due to a slight increase in market risk.  

• The Bank has not requested that the level of risk-based capital be changed at this 
point. The Bank believes that any changes to this should be considered alongside 
decisions from Phase 2 of the Reserve Bank Act Review (the Review) and from the 
Bank’s on-going balance sheet review. 

• The Bank has also highlighted that its current capital framework is not 
prescriptive about what types of risks the Bank needs to hold capital for. The 
Bank intends to review whether it should hold additional capital to account for 
activities such as lender-of-last-resort and unconventional monetary policy (such as 
quantitative easing).  

• It is possible the Bank will request extra capital or indemnities for these 
activities in the future. Any request will be informed by Phase 2 of the Review 
which will consider if more detailed principles on unconventional monetary policy 
should be set out in legislation. The Treasury and the Bank are also currently 
discussing governance arrangements around unconventional monetary policy. 

• In 2018, the Bank paid a dividend of $430m. The lower dividend recommendation in 
2019 is primarily due to foreign exchange revaluation losses of $34 million ($237 
million gain in 2018). Due to variation in the Bank’s revenue, the dividend can vary 
significantly from year-to-year and there is no reason to expect a stable annual 
dividend. 

 
If you agree with the Bank’s dividend recommendation, we recommend that you 
respond to the Bank’s dividend recommendation letter and direct the Bank to pay a 
dividend of $195 million to the Crown for the year ended 30 June 2019. The Bank has 
requested a response by Tuesday 20 August 2019 to give the Bank sufficient time to 
finalise their annual financial statement and audit. 
 
 
Ken Tsang, Analyst, Macroeconomic and Fiscal Policy, 
Renee Philip, Manager, Macroeconomic and Fiscal Policy, +
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Annex 

The Bank’s annual dividend 

Through the annual dividend process, the Bank pays the Crown any income from its 
activities that is in excess of its expenses and capital which it holds for risk-based 
purposes. 
 
Each year, the Bank will recommend to the Minister the amount of capital it proposes to 
hold for its statutory functions, and the dividend to be paid. The dividend must then be 
determined by the Minister, who must have regard to the recommendations of the 
Bank, the views of the Board of the Bank, and any other relevant matters. 
 
The Bank’s dividend recommendation to the Minister must be made in accordance with 
the principles set out in its Statement of Intent.1 As of the 2019 Statement of Intent, 
these were: 
 
• The Reserve Bank should maintain sufficient equity for the financial risks 

associated with performing its functions. Equity in excess of that required to cover 
those risks will be distributed to the Crown.  
 

• In general, unrealised gains should be retained by the Reserve Bank until they are 
realised in New Zealand dollars. However, we may recommend the distribution of 
unrealised gains where we believe the probability of the gains being realised is 
high. 

 

 

                                                
1 In 2009 the Bank moved from a formula-based model to its current principles-based approach in determining its 

recommended dividend. 
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The Bank’s five-year funding agreement  

Under the Act, the Minister and the Governor are required to enter into a five-year 
funding agreement to specify the amount of the Bank’s income that may be used to 
meet operating expenses for each financial year under the agreement. As the Bank 
does not receive appropriations, the funding agreement is a key vehicle for you to 
control the Bank’s expenses and ensure that the Bank’s priorities align with the 
Government’s. 
 
Parliament must ratify funding agreements within twelve sitting days after the 
agreement is finalised. The Minister of Finance and the Governor can at any time, by 
agreement, terminate or vary the provisions of a funding agreement. 
 
The current funding agreement was signed on 26 May 2015 and expires in June 2020.  
The Bank will provide the Treasury with its draft funding proposal for 2020-25 and the 
Treasury will provide advice and seek your views on the draft agreement in late 2019. 
You will then have another opportunity to review and agree to the final funding 
agreement in April 2020. 

Phase 2 of the Review will also consider the Bank’s funding model, potentially leading 
to significant changes to how the Bank’s funding is determined. Legislation to amend 
the Act is expected to be introduced in mid-2020 and so any changes to the Bank’s 
funding arrangements are likely to be implemented part-way though the 2020-25 
funding agreement period.  
 
FSAP and prudential supervision resourcing request in 2017 

The Bank’s increased resourcing relates in part to the International Monetary Fund’s 
(IMF) recommendations in the 2017 Financial Sector Assessment Programme (FSAP). 
 
Since the 2017 FSAP, the Bank has continued to develop its supervisory strategy and 
plans to increase its supervisory capability, funded within its current five-year funding 
agreement [T2019/1563 refers].  
 

s9(2)(f)(iv)
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Your office requested an update on the implementation of the IMF’s recommendations 
related to supervision. A number of the recommendations are being directly or 
indirectly considered by Phase 2 of the Review. It is likely that implementation of some 
of the FSAP’s recommendations will require further increases in resources at the Bank, 
and will therefore need to be considered when determining the next funding 
agreement.  
 

Recommendation Time 
Frame 

Update and Implementation 

C = continuous; I (immediate) = within one year; ST (short-term) = 1–3 years; MT (medium-term) 
= 3–5 years. 
Increase RBNZ resources for the supervision 
and regulation of banks, insurance companies, 
and financial market infrastructures (FMIs). 

ST In process. RBNZ has been bringing on 
board additional staff. Phase 2 of the 
Review examines funding options. 

Strengthen cooperation and collaboration 
arrangements with Australian authorities. 

ST In process. Ongoing interaction, 
completed a hypothetical bank crisis 
simulation in September 2017, follow-up 
exercise on communications coordination 
being planned. 
Phase 2 of the Review will also consider 
coordination arrangements.  

Clarify responsibilities of the Treasury and 
RBNZ on financial sector issues to reinforce the 
role of RBNZ as prudential regulator and 
supervisor. 

ST In process. Governance and prudential 
regulation options are examined in Phase 2 
of the Review.  

Issue enforceable standards on key risks, 
governance, risk management, and controls to 
make RBNZ’s supervisory expectations more 
transparent and support supervisory preventive 
action. 

ST In process. Phase 2 of the Review 
examines options on supervision and 
enforcement. 

Review and extend the enforcement regime to 
promote preventive action and enhance 
sanctions powers, including by eliminating 
ministerial consent for directions, and making 
compliance with RBNZ policy documents 
evidence of prudent practice. 

MT In process. Phase 2 of the Review 
examines options on supervision and 
enforcement. 

Initiate on-site inspection programs to test the 
foundation of the three-pillar approach and 
directors’ attestations and increase supervisory 
engagement with institutions in order to require 
appropriate action. 

ST In process. A team has been formed to 
undertake a cross-cutting review.  
Phase 2 of the Review is considering 
empowering the Reserve Bank to 
undertake some form of on-site 
inspections. 

Adopt and implement proposed FMI legislation 
on regulation, oversight, and enforcement 
powers. 

I In process. In April 2017, the Government 
agreed to adopt an enhanced legislative 
framework for the regulation of FMIs. 
An exposure draft of the proposed 
legislation will be published shortly and the 
legislation is due to be introduced into 
Parliament by the end of the year. 

Adopt the CPSS-IOSCO Principles for Financial 
Market Infrastructures (PFMI) through detailed 

ST In process. The proposed legislation will 
provide the ability for the PFMI to be 
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Recommendation Time 
Frame 

Update and Implementation 

requirements in secondary legislation; change 
the frequency of FMI self-assessments in the 
proposed regime from three to two years; and 
enhance compliance of the designated FMIs 
with PFMI requirements. 

implemented via standards prescribed in 
secondary legislation.  
The frequency of FMI self-assessments 
may be changed from three to two years 
once the new legislation is in force. 

Ensure that designated non-financial 
businesses and professions are subject to 
AML/CFT (Anti-money laundering/Countering 
financing of terrorism) requirements, particularly 
company service providers, lawyers, and 
accountants. 

MT Done. The AML/CFT Amendment Act 
2017, which extends the coverage of the 
AML/CFT laws, has come fully into effect. 
The legislation now covers lawyers, 
conveyancers and businesses that provide 
trust and company services (from July 1, 
2018); accountants (from October 1, 2018); 
and real estate agents (from January 1, 
2019). 

Expand data collection and modelling efforts to 
develop structural models for credit risk in 
commercial real estate (CRE) and corporate 
portfolios. 

MT Current focus is on embedding stress 
testing within the prudential framework.  
Consideration of enhancements will follow. 

Sources: IMF (2017), New Zealand, Financial Sector Assessment Program—Financial System Stability 
Assessment; and New Zealand authorities. 
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Reference: T2019/2344 SH-17-0 (Infrastructure Transactions) 
 
 
Date: 19 August 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Copied to: Minister of Transport (Hon Phil Twyford) 

Minister for Infrastructure (Hon Shane Jones) 
 
 
Deadline: None 
(if any) 
 
 
Aide Memoire: Opportunities for Infrastructure Investment in 
Transport - Next Steps   

Purpose 

On 31 July 2019, Ministers Twyford and Jones met with officials to discuss 
opportunities for investment in the transport sector (T2019/2177 refers).  Ministers 
asked officials to investigate the potential to accelerate the delivery of selected 
transport projects using alternative financing and funding models.  This aide memoire 
outlines the planned next steps in the process.   

 

Working Group to be established 

The Infrastructure Transactions Unit (ITU), with the Treasury, is working with the 
Ministry of Transport (MoT) to establish a Working Group to: 

• identify suitable transportation projects of scale for investment with an initial 
focus on the Auckland area; 

• evaluate the identified projects and their suitability for alternative financing 
models and the potential for project-specific funding; and 

• report back to Ministers on: 

• which projects could be accelerated through the use of alternative 
financing and funding models, while not displacing other higher 
priority projects; and 

• the potential for these projects to raise project-specific revenue, and 
any resulting funding gap.   
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The first meeting of the Working Group was held in Auckland on 13 August 2019.  In 
addition to representatives from the Ministry of Transport and the ITU, the Working 
Group included representatives from the New Zealand Transport Agency, Auckland 
Transport, and the Ministry of Housing and Urban Development and the Treasury.   

 

Evaluation of Projects 

The evaluation will consider how projects can be accelerated by using alternative 
funding and financing, including specific-funding tools to raise revenue (e.g. tolls, 
targeted rates and other levies) and third party financing opportunities.  

Consideration will also be given to options for the Crown to bring forward and/or 
provide additional funding to enable identified projects to be accelerated via Budget 20. 

The ITU has engaged PWC, who has provided advice to Auckland Transport on 
financing and funding options for Penlink, to undertake the analysis and support the 
process.   

We expect the PWC work to be completed over a period of 6-8 weeks.  

As this stage, the Working Group will focus its evaluation on: 

• Penlink; 

• Mill Road; 

• Other selected projects from the Supporting Growth Programme in 
Auckland; and 

• Re-evaluated Auckland major state highway projects, in particular the East-
West link road.  

 

Report back 

The Working Group will aim to report back by mid-October.  The final output will be a 
report outlining what projects can be accelerated, including potential project-specific 
revenue streams and third party financing options, highlighting any resulting funding 
gaps and options for addressing the gaps.  

 

Other opportunities for investment 

The ITU has provided you with separate advice in relation to the opportunity for 
alternative financing of the Christchurch Multi-Use Arena.  Officials are now 
progressing work on the parameters for financing the project this way, working closely 
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with the Christchurch City Council.  We expect to report back on this work by early 
September. 

The ITU has met with the New Zealand Defence Force Team progressing the 
Accommodation, Messing and Dinning Programme.  Officials are progressing options 
for alternative financing of suitable projects within this overall programme and will 
advise as to next steps as that work progresses.   

 

 

 

 

Dan Cameron, Senior Infrastructure Advisor, Infrastructure Transaction Unit, 

Karen Mitchell, Interim Head of the Infrastructure Transactions Unit, Infrastructure 
Body Establishment, 
 
 

s9(2)(k)

s9(2)(k)

s9(2)(k)

 

 

 

20200009
Doc 5

Page 45 of 74



 IN-CONFIDENCE 

Treasury:4163294v1 IN-CONFIDENCE 

Treasury Report:  KiwiRail – equity injection to fund multiple projects 

Date:   2 September 2019  Report No: T2019/2618 

File Number: SE-2-25-0 

Action sought 

  Action sought  Deadline  

Minister for State Owned 
Enterprises 
(Rt Hon Winston Peters) 

Sign the attached share 
subscription agreement authorising 
the purchase of $124.4 million in 
KiwiRail shares 

13 September 2019 

Minister of Finance 
(Hon Grant Robertson) 

Sign the attached share 
subscription agreement authorising 
the purchase of $124.4 million in 
KiwiRail shares 

13 September 2019 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Daniel Madley Analyst, Commercial 
Performance 

 

Maureena van der 
Lem 

Manager, Commercial 
Performance 

 

Minister’s Office actions (if required) 

Return the signed report and the signed share subscription agreement to Treasury. 

 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached)   
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Treasury Report:  KiwiRail – equity injection to fund multiple projects 

Purpose of Report 

1. This report seeks shareholding Ministers’ approval for, and execution of, a $124.4 
million equity injection into KiwiRail Holdings Limited (KiwiRail). 

KiwiRail is seeking to drawdown funding for a range of projects 

2. Budget 2019 provided over $1 billion in new equity to KiwiRail, comprised of: 

a) $375 million for new wagons and locomotives; 
b) $331 million to invest in track and other supporting infrastructure; 
c) $300 million from the Provincial Growth Fund (PGF); and 
d) $35 million to fund design work to replace the three current InterIslander ferries 

2. KiwiRail’s Chair, Brian Corban, has written to you requesting an equity injection of 
$124.4 million, which is comprised of four individual drawdown requests. This letter is 
attached as Annex One for your reference.   

3. Additional to the Budget 2019 injection, KiwiRail is also seeking a drawdown against 
two PGF contracts with a value of $120 million funded from Budget 2018. These 
contracts are the Central North Island Regional Growth Hub and Tourism Provincial 
Growth and are for $40 million and $80 million respectively. 

These funds were appropriated in Budget 2019 

4. Historically, the Crown’s equity injections into KiwiRail have been relatively 
straightforward. Three drawdowns were made each financial year for KiwiRail’s 
“business as usual” asset maintenance activity. KiwiRail is now receiving Government 
funding through several appropriations, including from the PGF. Drawdowns will be 
made up of funding across the investment initiatives that Government is making into 
KiwiRail. 

5. The $124.4 million sought by Mr Corban in his letter of 22 August 2019 is for four 
projects: 

a) $100 million from the Budget 2019 appropriation for new wagons and locomotives 
(which the letter in Annex One refers to as rolling stock); 

b) $16.7 million from the Budget 2019 appropriation to fund design work on new 
InterIslander ferries (referred to as Project iReX); 

c) $6.2 million from the PGF for the Tourism Provincial Growth project; and 
d) $1.5 million from the PGF for the Central North Island Freight Hub project. 

6. The funding for new wagons and locomotives and new ferries was assessed through 
Budget 2019.  

7. 
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8. This drawdown request is the first sought for each of the PGF projects. In line with 
contract requirements, KiwiRail has provided a Payment Request for both the Tourism 
Provincial Growth contract and the Central North Island Freight Hub contract. These 
documents are attached as Annexes Two and Three respectively. 

7. The two PGF contracts are in the initiation phases and KiwiRail has provided indicative 
information about its governance and risk management intentions. With the Ministry of 
Transport and the Provincial Development Unit of the Ministry of Business, Innovation 
and Employment, we are working with KiwiRail on the reporting it will provide about 
these contracts as they are carried out. The Treasury recommends that Ministers 
approve this drawdown. 

Treasury recommends that any further funding for the InterIslander ferries should go through 
normal Budget timeframes, rather than providing a pre-commitment of funding  

8. Treasury has received initial documentation about Project iReX. The Treasury 
recommends that Ministers approve this initial drawdown. 

9. 

10. 

11. 

12. We understand that Group Chief Executive Greg Miller will provide a project update on 
Project iReX when he and the Chair, Brian Corban, meet with shareholding Ministers 
on 17 September 2019. We will provide you with more information for this meeting. 

 
Drawdowns requests are likely to become increasingly complex and frequent, so Treasury 
has asked KiwiRail to prepare a forecast schedule for future drawdowns 
 
13. As noted in paragraph four above, KiwiRail is now receiving Government funding 

through several appropriations, for which a greater number of departments and 
agencies have interests and responsibility. For example, PGF contracts involve at least 
KiwiRail, the Treasury, the Provincial Development Unit and the Ministry of Transport 
as the administering department of Vote Transport. Contracts have different reporting 
requirements and implementation timeframes, creating the risk that shareholding 
Ministers will receive a larger number of drawdown requests on an unplanned basis. 

14. Insofar as possible drawdown requests should not be an administrative burden for 
KiwiRail to request, or for shareholding Ministers to approve. Drawdown information 
should support shareholding Ministers to effectively carrying out their ownership 
responsibilities and good financial management of Vote Transport. We have asked 
KiwiRail: 

a) for a forecast schedule of the equity injections it will seek over 2019/20; and 
b) to work with us and the Ministry of Transport on the information to support 

drawdown requests. 
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15. A forecast schedule of dates and information expectations would provide greater notice 
for the many different stakeholders involved in each funding drawdown, and assist in 
managing the complexity of drawdowns that involve multiple projects. 

Next steps 

16. The $124.4 million in funding is to be provided to KiwiRail by way of a share 
subscription. Each shareholding Minister would purchase 62.2 million ordinary shares 
at $1 per share. 

17. The process for shareholding Ministers to approve and execute this equity drawdown is 
for each Minister to sign their copy of the share subscription agreement that is attached 
to this report as Annex Four. 

18. Each shareholding Minister can sign a separate copy, or counterpart, of this share 
subscription agreement. It is not necessary for both Ministers to sign the same copy. 
The share subscription agreement complies with the legal requirements of the 
Companies Act 1993, the State-Owned Enterprises Act 1986 and with KiwiRail’s 
constitution. 

19. The equity drawdown is scheduled to occur before Friday 20 September 2019. 

Recommended Action 

We recommend that you: 
 

sign the attached share subscription agreement authorising a $124.4 million increase in 
KiwiRail’s equity capital to be paid before Friday 20 September 2019. 

 
 Agree/disagree      Agree/disagree 
 Minister for State Owned Enterprises   Minister of Finance 
 
 
 
 
 
Maureena van der Lem 
Manager, Commercial Performance 
 
 
 
 
 
 
Rt Hon Winston Peters 
Minister for State Owned Enterprises 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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KiwiRail  |  www.kiwirail.co.nz  |  Level 4, Wellington Railway Station, Bunny Street, Wellington 6011 

PO Box 593, Wellington 6140, New Zealand  |  Phone 0800 801 070, Fax +64-4-473 1589 

22 August 2019 
 
 
Rt Hon Winston Peters 
Minister for State Owned Enterprises 
Parliament Buildings 
WELLINGTON 
 
Hon Grant Robertson 
Minister of Finance 
Parliament Buildings 
WELLINGTON 
 
 
 
Dear Ministers 
 
 
INCREASE IN CAPITAL FOR KIWIRAIL HOLDINGS LIMITED  
 
The purpose of this letter is to request your approval to increase the capital in KiwiRail 
Holdings Limited (“KRHL”) by $124.4m. 
 
This request is broken down into four different tranches: 

 $100m is related to the $138m FY20 Government appropriation in rolling stock 

 $16.7m is related to the $35m FY20 Government appropriation in the iReX project 

 $6.2m is related to the PGF funding agreement for Tourism  

 $1.5m is related to the PGF funding agreement for the Central North Island Freight 
Hub 

 
On 24 June 2019, the Board of KRHL resolved to recommend to you that the capital of KRHL 
be increased with the capital increase to be applied by KRHL in accordance with the Funding 
Agreements for the PGF funded Tourism and CNI Freight Hub projects. 
 
On 22 July 2019, the Board of KRHL resolved to recommend to you that the capital of KRHL 
be increased with the capital increase to be applied by KRHL in accordance with its 
Operating Plan for the rolling stock and iReX related funding. 
 
Consistent with the process adopted by Treasury officials and KiwiRail for previous capital 
increases, if this request is approved it is anticipated that the amount of the capital increase 
will be deposited with KRHL on 20 September 2019, the date of the share subscription. 
 
Enclosed is a Share Subscription and Entitled Persons’ Agreement to record your:  

 approval to KRHL issuing ordinary shares in connection with the proposed capital 

increase (as required by KiwiRail’s constitution); and 

 agreement to subscribe for such shares. 

 

Also enclosed are copies of the Payment Requests previously submitted to Treasury for the 

above PGF funded requests, as required under the terms of the relevant Funding 

Agreements. 
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Yours sincerely 
 

 
Brian Corban 
Chairman  
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KIWIRAIL HOLDINGS LIMITED ("COMPANY") 

SHARE SUBSCRIPTION AND ENTITLED PERSONS' AGREEMENT 

 
DATED    22 August 2019 
 

BACKGROUND 

A. The Minister of Finance and the Minister for State Owned Enterprises (each a 
"Shareholder" and together "Shareholders") wish to make a capital contribution of 
NZ$124,400,000 in the Company in the Crown's financial year ending 30 June 2020 by 
way of subscribing for fully-paid shares in the Company. 

B. Pursuant to section 10 of the State-Owned Enterprises Act 1986, the Shareholders may 
subscribe for shares in the Company in equal proportion from time to time. 

C. Section 107(2) of the Companies Act 1993 ("Act") permits a Company to issue shares 
without complying with the provisions of section 42, 44 or 45 of the Act if all entitled 
persons have agreed. 

D. Accordingly, each Shareholder wishes to subscribe for, and the Company wishes to 
issue to each Shareholder, 62,200,000 ordinary shares at the issue price of NZ$1 per 
share. 

AGREEMENT 

1. Each Shareholder agrees to subscribe for, and the Company agrees to issue to each 
Shareholder, on 20 September 2019 and/or on such later date(s) on which the name of 
the Shareholder is entered in the share register of the Company as holder of the 
relevant shares as contemplated in clause 4 below, 62,200,000 ordinary shares (a total 
of 124,400,000 newly issued ordinary shares). 

2. The shares shall be ordinary shares that shall rank in full for all dividends declared by 
the Company after the date of issue and shall rank in all respects equally with the 
existing ordinary shares in the Company. 

3. Each Shareholder shall pay to the Company on 20 September 2019 and/or on such 
date(s) agreed with the Company (but no later than 30 June 2020), a subscription 
amount of NZ$1 per share in respect of each of the 124,400,000 shares.  The payments 
shall be made in immediately available funds.  The Shareholders shall ensure that they 
each pay to the Company at the same time equal amounts of the subscription amount(s) 
so that each Shareholder is issued the same number of shares, and the total number of 
shares held by each Shareholder remains at one-half of the total shares in the 
Company. 

4. Subject to clause 3, the Company shall issue to each Shareholder one share per NZ$1 
of subscription amount received from the Shareholder, by entering the Shareholder's 
name in the share register for the Company as the holder of such share.   

5. Each Shareholder hereby: 

(a) pursuant to clause 8.2 of the constitution of the Company, authorises the 
Company to issue the shares contemplated in this agreement;   

(b) consents, for the purposes of section 50 of the Act, to becoming the holder of 
the shares to be issued in accordance with this agreement; and 
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(c) agrees, for the purposes of section 107(2) of the Act, to the issue of shares 
contemplated in this agreement. 

6. This agreement may be executed in any number of counterparts, all of which will 
together constitute one and the same instrument.  Each of the parties may execute this 
agreement by signing any such counterpart. 

 

EXECUTION BY PARTIES 
 

SIGNED by KIWIRAIL HOLDINGS 
LIMITED by its authorised signatory: 

 

   

 

 

22 August 2019 

Signature of authorised signatory  Date       

Greg Miller   

Name of authorised signatory   

 
 
 
 
 
SIGNED by MINISTER FOR STATE 
OWNED ENTERPRISES: 

 

   

  Rt Hon Winston Peters 

   

  Date 

 
 
 
SIGNED by MINISTER OF FINANCE:  

   

  Hon Grant Robertson 

   

  Date 
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Reference: T2019/2562      BM-2-14  
 
 
Date: 23 August 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Draft Letter to Minister for Women re Gender Budgeting Pilots 

Purpose 
 
On 9 August 2019 the Minister for Women, Hon Julie Anne Genter, sent you a letter 
regarding the possibility of implementation of gender budgeting pilots. The Minister 
indicated her desire to see these launched for Budget 2020, with particular reference to 

 A draft letter of response is attached 
to this aide memoire.   
 
Recommendations 
 
We do not recommend the use of gender budgeting pilots. The Treasury’s experience 
of previous Budgets shows that adding additional analytical requirements to the Budget 
process likely has little impact on the quality of bids. Agencies may also treat it as a 
compliance exercise.  
 
We have provided earlier advice to you on gender budgeting which is consistent with 
this recommendation (T2019/783 and T2019/2360 refers). 
 
The draft letter contains the following recommendations: 
 
• that the Ministry for Women engages directly with

 building gender analysis capability for Budget 2020; 
 
• that the Minister for Women notes the meeting scheduled with Professor Jennifer 

Curtin to discuss gender analysis on 12 September 2019; and 
 
• that Professor Curtin’s preliminary findings from her fellowship at the Treasury do 

not recommend the addition of gender budgeting to the existing Budget process. 
 
 
Kerri Kilner, Analyst, System Design and Strategy,
John Marney, Manager, System Design and Strategy,
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Hon Julie Anne Genter 
Minister for Women 
Parliament Buildings 
WELLINGTON 
 
 
Tēnā koe Minister 
 
Thank you for your recent letter regarding gender budgeting in New Zealand.  
 
This Government is committed to gender equality as part of the Sustainable 
Development Goals. The Living Standards Framework supports this goal by 
emphasising the diversity of outcomes meaningful for New Zealanders, and by helping 
the Treasury to analyse, measure, and compare those outcomes through a wide and 
evolving set of indicators. This includes distributional analysis on gender.   
 
As you are aware, the Treasury engaged Professor Jennifer Curtin, Director of the 
University of Auckland’s Public Policy Institute, as a Visiting Research Fellow during 
March and April 2019. Professor Curtin’s fellowship focussed on gender analysis, and I 
understand that she engaged with the Ministry for Women over its course.   
 
I note that Professor Curtin’s preliminary findings encourage building gender as a lens in 
the Budget process, rather than adding additional layers, to avoid gender becoming an 
additional ‘check-box exercise’. Agencies can do this now by using the available Living 
Standards Framework Dashboard data on gender to inform and deepen the wellbeing 
analysis that supports Budget initiatives. I am happy to indicate this to Ministers as we 
move through the Budget 2020 process. 
 
Professor Curtin also encourages the use of Bringing Gender In, the Ministry for 
Women’s gender analysis tool. I was pleased to hear this was formally launched in June. 
The Ministry for Women could work to see this new tool circulated across public service 
agencies and help agencies to embed a gender analysis lens into their wellbeing 
approaches for Budget 2020, alongside other policy processes. 
 
I endorse your desire to work with about the scope 
for them to work directly with the Ministry for Women to use the new gender analysis 
tool, and to build their capability in this area in preparation for Budget 2020. Indeed, I 
encourage you to work with all agencies to strengthen their gender analysis capability 
through Bringing Gender In, and to incorporate it into their existing policy development 
and cost analysis processes. 
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Professor Curtin will be in Wellington on 12 September 2019, and will meet with us to 
further discuss her work and findings on gender analysis. I look forward to meeting with 
you then. 
 
 
Nāku noa, nā 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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DEBT TO GOVERNMENT – PROPOSED AREAS OF FOCUS DPMC-2019/20-224 

 
Briefing 
DEBT TO GOVERNMENT – PROPOSED AREAS 
OF FOCUS 

To:  Rt Hon Jacinda Ardern, Prime Minister, Minister for Child Poverty Reduction 
Hon Grant Robertson, Minister of Finance 
Hon Andrew Little, Minister of Justice 
Hon Carmel Sepuloni, Minister for Social Development 
Hon Stuart Nash, Minister of Revenue 

cc:   Hon Kris Faafoi, Minister of Commerce and Consumer Affairs 
Hon Tracey Martin, Minister for Children 

Date 5/09/2019 Priority Medium 

Deadline 26/09/2019 Briefing Number DPMC-2019/20-224 
T2019/2535 
CRT-03-F-01 
REP/19/9/850 
IR2019/480 

Purpose 

• This briefing seeks joint Ministers’ agreement to priority areas of focus for cross-agency 
work on debt to government departments over the shorter-term. 

 

 

 

 

  

Timothy Garlick 
Acting Director, Child Poverty Unit, 
Department of the Prime Minister and 
Cabinet 

Rt Hon Jacinda Ardern 
Prime Minister 
Minister for Child Poverty Reduction 
 

…../…../2019 …../…../2019 

 
 

 

 

 

20200009
Doc 8

Page 59 of 74



[IN CONFIDENCE]  

 

 
4160935:2    Page 2 of 16 

[IN CONFIDENCE] 
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Sam Tendeter 
Manager, The Treasury 

Hon Grant Robertson 
Minister of Finance 

…../…../2019 …../…../2019 

 
 

 

 

  

Brett Dooley 
Group Manager, Ministry of Justice 

Hon Andrew Little 
Minister of Justice 

…../…../2019 …../…../2019 

 
 

 

 

  

Policy Manager, Ministry of Social 
Development 

Hon Carmel Sepuloni 
Minister for Social Development 

…../…../2019 …../…../2019 

 
 

 

 

  

Murray Shadbolt 
Principal Policy Advisor, Inland 
Revenue 

Hon Stuart Nash 
Minister of Revenue 

…../…../2019 …../…../2019 

 

  

s9(2)(g)(ii)

 

 

 

20200009
Doc 8

Page 60 of 74



[IN CONFIDENCE]  

 

 
4160935:2    Page 3 of 16 

[IN CONFIDENCE] 
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Contact for telephone discussion if required: 

Name Position Telephone 1st 
contact 

Timothy Garlick Acting Director, 
Child Poverty Unit, 
DPMC  

+  

Chris Thompson Senior Analyst, 
The Treasury 

  

Brett Dooley Group Manager, 
Ministry of Justice 

 

Policy Manager, 
Ministry of Social 
Development 

 

Murray Shadbolt Principal Policy 
Advisor, Inland 
Revenue 

 

  

Minister’s office comments: 

 Noted 
 Seen 
 Approved 
 Needs change 
 Withdrawn 
 Not seen by Minister 
 Overtaken by events 
 Referred to 
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DEBT TO GOVERNMENT – PROPOSED AREAS 
OF FOCUS 
Executive Summary  

1. A large number of individuals and families owe money to government departments, and for a 
variety of reasons.  As previously advised, the way debt to government is generated and 
treated can pose issues for individuals and families.  When debt becomes a problem, it can 
significantly affect health and wellbeing, and exacerbate the impacts of poverty.  Through 
cross-agency work there is scope for more wide-ranging, collective improvements to the way 
that government departments manage and collect debt.   

2. Ministers agreed that officials provide advice on areas of focus for cross-agency work on debt 
to government departments.  This briefing updates joint Ministers on cross-agency work 
already underway, proposes priority areas over the shorter-term, and indicates areas for 
exploration over the longer-term.  

3. The cross-agency group has already commenced work with the Social Investment Agency 
(SIA) to get better information and insights on individuals and families owing debt to 
government.  We also intend to establish an ongoing inter-agency debt forum for sharing best 
practice and lessons learned by the end of the year. 

4. Over the shorter-term (next one to two years), cross-agency officials are looking to prioritise 
areas of focus which will likely have tangible impacts for government debtors, particularly the 
most vulnerable.  The two areas officials recommend prioritising are: 

a) improved information exchange between Inland Revenue (IR), the Ministry of Social 
Development (MSD), and the Ministry of Justice (MOJ) to support better 
management of debt, including helping to prevent unnecessary overpayments and 
providing visibility of common debtors.  This work would be led by MSD and IR. 

b) seeking alignment (where appropriate) of approaches to relief when a person is 
facing (or may face) hardship.  This work would be led by MSD and the Child Poverty 
Unit.  

5. 

6. 
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DEBT TO GOVERNMENT – PROPOSED AREAS OF FOCUS  DPMC-2019/20-224  

7. Building off the work currently underway and to be completed in the shorter-term, officials will 
provide further advice on priority areas over the longer-term (next three to five years).  
Potential areas for exploration include seeking alignment (where appropriate) of approaches 
to interest, penalty rates, and/or write-off, and improved recovery approaches for individuals 
with debts to multiple agencies. 

8. We note that this cross-agency work sits alongside the wider debt work being progressed 
across agencies, including credit law reforms, implementation of the Safer Credit and 
Financial Inclusion Strategy, work to support financial capability, and agency-specific work on 
debt to government 

9. Subject to joint Ministers’ agreement to the recommendations in this briefing, we propose that 
Cabinet approval to the cross-agency group’s priority areas of focus over the shorter-term be 
sought through the proposed Cabinet paper on the welfare overhaul later in 2019.   

10. The relevant agencies will then provide advice on detailed policy proposals or work 
programmes (as appropriate) within those priority areas, including any associated Budget 
proposals.  Timeframes for reporting back and associated decisions would be determined 
during the development of the Cabinet paper on the welfare overhaul. 

11. Cross-agency officials will continue to monitor the overall progress and impact of the work 
programme, and intend to report back to joint Ministers by mid-2020 with: 

a) an update on progress in the shorter-term priority areas 

b) an update on the findings of SIA’s analysis — as well as advice on prioritising additional 
areas of focus if the analysis provides new insights on the size, scale, and/or nature of the 
problem 

c) advice on prioritisation of longer-term areas of focus. 
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Recommendations 
It is recommended that you:   

a. Note Ministers agreed that officials provide advice on areas of focus for cross-agency work 
on debt to government departments. 

b. Note that the cross-agency group will:  
a) continue to work with the Social Investment Agency (SIA) to get better information and 

insights on individuals and families owing debt to government 
b) seek to establish an ongoing inter-agency debt forum for sharing best practice and 

lessons learned by the end of the year. 

c. Agree to the following priority areas for cross-agency work over the shorter-term (next one 
to two years): 
a) improved information exchange between Inland Revenue (IR), the Ministry of Social 

Development (MSD), and the Ministry of Justice to support better management of debt 
– to be led by MSD and IR 

b) seeking alignment (where appropriate) of approaches to relief when a person is facing 
(or may face) hardship – to be led by MSD and the Child Poverty Unit. 

d. Agree that Cabinet approval to the cross-agency group’s priority areas of focus over the 
shorter-term be sought through the proposed Cabinet paper on the welfare overhaul later in 
2019. 

e. Note that, subject to joint Ministers’ agreement to the priority areas over the shorter-term, 
relevant agencies will provide advice on detailed policy proposals or work programmes (as 
appropriate) within these priority areas, including any associated Budget proposals. 

f. Note that, following on from work to progress the shorter-term priority areas, officials will 
provide advice on priority areas over the longer-term (next three to five years), which could 
include: 
a) seeking alignment (where appropriate) of approaches to interest and penalty rates 
b) seeking alignment (where appropriate) of approaches to write-off 
c) improved recovery approaches for individuals with debts to multiple agencies. 

  

Prime Minister Ardern  Yes / No Minister Robertson  Yes / No 

Minister Little  Yes / No Minister Sepuloni  Yes / No 

Minister Nash Yes / No   

Prime Minister Ardern  Yes / No Minister Robertson  Yes / No 

Minister Little  Yes / No Minister Sepuloni  Yes / No 

Minister Nash Yes / No   
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g. 

h. 

i. Note that cross-agency officials will continue to monitor the overall progress and impact of 
the work programme, and intend to report back to joint Ministers by mid-2020 with: 
a) an update on progress in the shorter-term priority areas 
b) an update on the findings of SIA’s analysis — as well as advice on prioritising additional 

areas of focus if the analysis provides new insights on the size, scale, and/or nature of 
the problem 

c) advice on prioritisation of longer-term areas of focus. 
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DEBT TO GOVERNMENT – PROPOSED AREAS 
OF FOCUS 
Background 

12. As previously advised, following on from the recommendations of the Tax Working Group 
(TWG) and the Welfare Expert Advisory Group (WEAG) relating to debt to government, 
agencies are proposing to bring renewed focus to cross-agency work on debt to government.1  

13. The previous advice outlined that: 

a) debt can become a problem, and have a significant impact on the wellbeing of individuals 
and families 

b) there is agency-specific work on debt to government underway, 

c) concerns have been raised with the generation and treatment of debt to government, such 
as the way preventable overpayment debt can create an unnecessary burden (especially 
for low-income families), and potential equity issues relating to differing agency 
approaches to debt recovery and write-off 

d) debt to government is a complex area, and each agency has its own overarching goals –
for example, IR seeks to protect the integrity of the tax system, the Ministry of Justice 
(MOJ) seeks to further a fair and equitable justice system, and the Ministry of Social 
Development (MSD) provides support to those who cannot support themselves 

e) current debt levels are significant, and 2016 research by IR and MSD on common debtors 
assessed that a significant proportion had “no ability to pay” the debt. 

14. The Ministers of Child Poverty Reduction, Justice, Social Development, and Revenue agreed 
to the cross-agency group:  

a) providing joint advice on potential areas of focus over the shorter and longer-term 

b) limiting its scope to cross-agency work on personal debt to government departments, but 
making connections to wider work.3 

15. As previously advised, there are a number of existing initiatives that agencies are progressing 
on debt to government, and there are a number of areas that could be explored further for 
cross-agency work on debt.4  This briefing updates joint Ministers on cross-agency work 
already underway, seeks joint Ministers’ agreement to two priority areas over the shorter-term, 
and indicates areas for exploration over the longer-term. 

                                                
1 DPMC-2018/19-1381; T2019/891; CRT-03-F-01; REP/19/6/562; IR2019/216 refer. 

3 DPMC-2018/19-1381; T2019/891; CRT-03-F-01; REP/19/6/562; IR2019/216 refer. 
4 DPMC-2018/19-1381; T2019/891; CRT-03-F-01; REP/19/6/562; IR2019/216 refer. 

s9(2)(f)(iv)
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16. This briefing has been co-authored by the following agencies: 

a) Department of the Prime Minister and Cabinet, Child Poverty Unit (CPU) 

b) The Treasury 

c) MSD 

d) IR 

e) MOJ. 

17. The Ministry of Business, Innovation and Employment, Competition and Consumer Policy 
team has also contributed to this briefing. 

18. Key considerations in developing this advice included wider government priorities, such as 
reducing child poverty and committing to deliver a compassionate government, as well as 
potential system objectives such as harm minimisation, being client-centred and treating 
people with dignity, fairness and equity, and efficiency.  Careful consideration was also given 
to feasibility and phasing. 

Recommendation: Agree to priority areas of focus over the  
shorter-term 

19. In developing this advice, joint agencies prepared a high-level table comparing approaches 
to debt across (and within) MSD, IR, and MOJ.  We then systematically worked through 
potential areas of focus, dividing these into:  

a) actions we should get underway as a matter of good policy practice:  Joint agencies 
are already progressing two areas of work that we considered we should get underway as 
a matter of good policy practice — these relate to information gathering and information 
sharing. 

b) recommended areas of priority focus over the shorter-term:  This briefing seeks 
Ministers’ agreement to progress two priority areas of focus over the shorter-term (next 
one to two years) that will likely have tangible impacts for government debtors, particularly 
the most vulnerable. 

c) areas of potential interest over the longer-term:  This briefing identifies some potential 
longer-term priorities.  We are not recommending these be agreed to at this stage, as we 
expect to further scope the longer-term priorities as our shorter-term work progresses and 
we gather further information.  As we begin detailed work, we may identify some aspects 
of the longer-term work that can be brought forward.  We will update joint Ministers as 
appropriate.   

20. We expand on each action/area below. 
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We will continue work on information gathering and information sharing 

21. As a matter of good policy practice, the cross-agency group has already commenced work 
towards:  

a) getting better information and insights on individuals and families owing debt to 
government departments (especially common debtors):  Because information on debt 
owed to each department is held solely by those departments, we have limited 
understanding of common debtors.  We are currently seeking approval for a one-off load 
of point-in-time data on debt from MOJ, MSD, and IR alongside Statistics New Zealand’s 
Integrated Data Infrastructure (IDI).  We are supported in this work by the Social 
Investment Agency (SIA), and SIA would undertake the follow-up analysis.   
The major benefit of bringing this data together would be getting a sense of the level of 
individuals/families with debt to more than one government department,5 as well as the 
levels of that debt.  Being able to link debtors to the IDI data would also provide extremely 
useful information about the characteristics of those with debt to government.   

Once SIA has completed its analysis of the cross-agency data (early to mid-2020), officials 
will update Ministers on the findings.  If the analysis provides new insights on the size, 
scale, and/or nature of the problem, there will be scope to prioritise additional areas of 
focus over the shorter-term. 

b) sharing best practice and lessons learned:  While there are differences in the policy 
drivers and settings for debt across MOJ, MSD, and IR, there are also a number of areas 
of commonality.  Common issues for agencies include how best to prevent debt in different 
settings, how best to incentivise repayment of debt, and how best to communicate with 
debtors.  Some agencies have undertaken their own research on debt (e.g. IR’s qualitative 
research on child support debt), and others are part of wider forums for the sharing of best 
practice in the collection and resolution of fine debt (e.g. MOJ is a member of the Australia 
New Zealand Fine Enforcement Reference Group).  We see opportunities to further the 
sharing of research and understanding of debt between government departments – such 
as using the public sector intranet or other online forum to share research or resources, 
and cross-agency meetings of relevant policy/data/operational officials.  We intend to 
establish an ongoing inter-agency debt forum for sharing best practice and lessons 
learned by the end of the year. 

22. We intend to continue to progress both pieces of work, helping to inform our work on the 
proposed shorter-term focus areas (outlined below), as well as broader policy work. 

  

                                                
5 This research would also provide information on common debtors within departments.  For example, currently MOJ does not know 

how many individuals hold more than one kind of debt to it (e.g. how many people who owe fines also have Legal Aid debt).  This 
is because the different kinds of MOJ debt are held in different systems. 
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We propose two priority areas of focus over the shorter-term (next one to two 
years) 

23. Over the shorter-term (next one to two years), officials recommend prioritising: 

a) improved information exchange between IR, MSD, and MOJ to support better 
management of debt: including helping to prevent unnecessary overpayments and 
providing visibility of common debtors.  As this is expected (in the first instance) to expand 
on the information sharing processes already in place between MSD and IR, this work 
would be led by MSD and IR. 

MSD and IR are already sharing income data (in part, to help prevent overpayments).6    
The current process involves IR providing MSD with a file of clients who are earning 
income from employment and also receiving a working age benefit (on a monthly basis), 
and MSD checks the client’s record to see if it matches the information from IR.  The 
sooner that mis-matches can be addressed, the less time there is for overpayments to 
accumulate.  MSD and IR are currently exploring ways to improve the timeliness of this 
exchange (including IT changes at MSD’s end).   

b) seeking alignment (where appropriate) of approaches to relief when a person is 
facing (or may face) hardship:  As many of those in financial hardship will be on low 
incomes and/or facing material hardship, this work would be led by MSD and the CPU.  

MSD, IR, and MOJ all have rules that apply when an individual with debt to the department 
(or who may incur debt to the department) is facing ‘serious hardship’ (or ‘undue hardship’ 
in the case of MSD).  In each case, where a decision-maker determines an individual is in 
hardship, some form of relief may or must be granted.8  The types of relief available may 
include not establishing the debt, deferring payment of the debt, or writing off the debt (for 
more on IR and MSD, see paragraph 30 below).  While the rules have slightly different 
wording in each case, 

                                                
6 Through an Approved Information Sharing Agreement, first signed in July 2017, and updated in September 2018. 
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24. Timeframes for reporting back on these priorities and associated decisions would be 
determined during the development of the Cabinet paper on the welfare overhaul. 

Building off the shorter-term work, we will advise on longer-term priorities 

25. We expect that some of the work undertaken over the shorter-term will inform longer-term 
work.  At this stage officials have identified three broad areas for scoping and potential 
prioritisation over the longer-term (next three to five years) — these are: 

a) seeking alignment (where appropriate) of approaches to interest and penalty rates:  

b) seeking alignment (where appropriate) of approaches to write-off:  

c) improved recovery approaches for individuals with debts to multiple agencies:  

                                                

s9(2)(f)(iv)
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26. We expect to be in a position to advise on longer-term areas of focus in mid-2020, building off 
the work currently under way and to be completed in the shorter-term.   

27. 

28. 

29. One of the WEAG’s recommendations (Recommendation 15) was to:  “Align the regulations 
and practice around benefit debt so that it is treated in substantially the same way as Inland 
Revenue treats taxpayer debt”.  We understand this recommendation was made primarily on 
the basis that IR has a much broader ability to provide debt relief. 

30. 

31. 

32. 

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

s9(2)(f)(iv)

 

 

 

20200009
Doc 8

Page 71 of 74



[IN CONFIDENCE]  

 

 
4160935:2    Page 14 of 16 

[IN CONFIDENCE] 

DEBT TO GOVERNMENT – PROPOSED AREAS OF FOCUS  DPMC-2019/20-224  

33. To the extent that this work does not fully address inequities, there will be opportunities to 
consider these through the longer-term work. 

Links to other WEAG recommendations relating to debt 

34. The proposed cross-agency work goes some way to addressing the WEAG’s other two 
recommendations relating to reducing the generation of debt.  For example, the information 
sharing improvements will help to minimise the creation of overpayments (a part response to 
WEAG’s Recommendation 14) and, together with the work on approaches to hardship, will 
help to instigate a more coordinated approach to managing debt to government agencies (a 
part response to WEAG’s Recommendation 16). 

35. The longer-term work of the cross-agency group, combined with work proposed or being 
progressed by individual agencies, will provide opportunities to address additional areas of 
concern. 

Links to wider work across government 

36. Previous work by officials looking at debt to government has highlighted wider concerns to be 
addressed, such as concerns about the hardship caused (or compounded) by all forms of 
debt facing low-income individuals and families.  This goes beyond the generation and 
treatment of debt to government, and looks at the private sector credit market, the 
microfinance options available, as well as the financial capability of individuals and families.   

37. Many of these wider concerns are being addressed by the Government’s current work 
programme.  For example: 

a) problematic private sector lending practices are being addressed through reforms to the 
Credit Contracts and Consumer Finance Act 2003 

b) ensuring there are alternative credit options for low-income individuals and families is 
being addressed through the Safer Credit and Financial Inclusion Strategy 

c) concerns around financial capability are being addressed through funding community 
providers to build financial capability, reduce debt, and provide microfinance loans for 
individuals and families experiencing hardship 

d) concerns with income adequacy is being addressed through the welfare overhaul work 

e) some agency-specific work on debt to government is also progressing, such as:  

i) proposed changes to child support debt to enable a greater IR staff focus on 
preventing debt, so fewer parents incur debt and the size of debt is reduced over time 

ii) proposed changes to Legal Aid so that fewer Legal Aid recipients incur debt, and so 
that the burden of debt on Legal Aid debtors is reduced 

iii) a proposal that, as part of its longer-term work programme, MSD review recoverable 
assistance (i.e. creates a debt) versus non-recoverable assistance (i.e. a grant).12   

                                                
12 The WEAG recommended reviewing recoverable hardship assistance (WEAG’s Recommendation 14). 
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38. This is therefore an opportune time to have a tight focus on debt to government across 
agencies, in the knowledge that this work will be supported by the wider work looking 
addressing debt for low-income families. 

Financial implications 

39.  

40. In short, almost all changes which seek to reduce levels of debt will have financial implications.  
This is because reductions to expected cash flow (through debt write-off, or policy changes 
which reduce the levels of expected receivables) would require a Budget allocation to cover 
the shortfall.  In some cases the implementation of operational changes would also require 
funding through the Budget process.   

41. However, operational changes covered from departmental baselines that lead to reduced debt 
(such as a focus on working with clients to prevent debt) would likely be captured through the 
forecasting process.   

42. We will provide further advice on potential financial implications as our work progresses and 
options are developed. 

43. 

Legislative implications 

44. There are no legislative implications to conducting further work in the identified areas of focus.  
The bulk of our initial work will focus on operational practices and potential improvements.  
However, further work may lead to recommended changes which would have legislative 
implications.  We will keep Ministers updated as our work progresses. 

Risks and mitigations 

45. There are examples of cautionary tales when seeking improvements to the way debt to 
government is managed.  For example, there appear to be significant flaws in an automation 
method that was introduced in Australia to calculate debt and notify customers of the debt 
owing.  Flaws in Australia’s automated process have resulted in significant debt write-offs, 
and are the subject of court action. 
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46. This highlights the importance of our key considerations for this work, which go beyond 
efficiency, and address the impact on individuals and families – such as a system that is client-
centred and treats people with dignity. 

Next Steps  

47. Subject to joint Ministers’ agreement to the recommendations in this briefing, we propose that 
Cabinet approval to the cross-agency group’s priority areas of focus over the shorter-term be 
sought through the proposed Cabinet paper on the welfare overhaul later in 2019.   

48. The relevant agencies will then provide advice on work programmes or detailed policy 
proposals (as appropriate) within those priority areas, including any associated Budget 
proposals.  Timeframes for reporting back and associated decisions would be determined 
during the development of the Cabinet paper on the welfare overhaul. 

49. Cross-agency officials will continue to monitor the overall progress and impact of the work 
programme, and intend to report back to joint Ministers by mid-2020 with: 

a) an update on progress in the shorter-term priority areas 

b) an update on the findings of SIA’s analysis — as well as advice on prioritising additional 
areas of focus if the analysis provides new insights on the size, scale, and/or nature of the 
problem 

c) advice on prioritisation of longer-term areas of focus. 
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