
 

Treasury:3534443v1  

The Treasury 
Budget 2016 Information Release 

Release Document July 2016 

www.treasury.govt.nz/publications/informationreleases/budget/2016 

Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the 
Official Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the 
international relations of the government 6(a) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, 
investigation, and detection of offences, and the right to a fair trial 6(c) 

[11] 
to damage seriously the economy of New Zealand by disclosing prematurely 
decisions to change or continue government economic or financial policies 
relating to the entering into of overseas trade agreements. 

6(e)(vi) 

[23] to protect the privacy of natural persons, including deceased people 9(2)(a) 

[25] to protect  the commercial position of the person who supplied the information 
or who is the subject of the information 9(2)(b)(ii) 

[26] 
to prevent prejudice to the supply of similar information, or information from the 
same source, and it is in the public interest that such information should 
continue to be supplied 

9(2)(ba)(i) 

[27] 

to protect information which is subject to an obligation of confidence or which 
any person has been or could be compelled to provide under the authority of 
any enactment, where the making available of the information - would be likely 
otherwise to damage the public interest 

9(2)(ba)(ii) 

29] to avoid prejudice to the substantial economic interests of New Zealand 9(2)(d) 

[31] to maintain the current constitutional conventions protecting collective and 
individual ministerial responsibility 9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality 
of advice tendered by ministers and officials 9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank 
expression of opinions 9(2)(g)(i) 

[36] to maintain legal professional privilege 9(2)(h) 

[37] to enable the Crown to carry out commercial activities without disadvantages or 
prejudice 9(2)(i) 

[38] to enable the Crown to negotiate without disadvantage or prejudice 9(2)(j) 

[39] to prevent the disclosure of official information for improper gain or improper 
advantage 9(2)(k) 

[s18(c)(i)] that the making available of the information requested would be contrary to the 
provisions of a specified enactment  

[40] Not in scope   
 

Where information has been withheld, a numbered reference to the applicable section of the Official 
Information Act has been made, as listed above. For example, a [23] appearing where information has 
been withheld in a release document refers to section 9(2)(a). 

In preparing this Information Release, the Treasury has considered the public interest considerations in 
section 9(1) and section 18 of the Official Information Act. 
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Treasury Report:  Package for discussion by Social Sector Budget 
Ministers 

Date: 23 March 2016 Report No: T2016/505 

File Number: BM-2-1-2016 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Bill English) 

Sign covering letter and send 
package to Social Sector Budget 
Ministers.  You may wish to discuss 
with officials first. 

Thursday, 24 March 2016. 

Associate Minister of Finance 

(Hon Steven Joyce) 

Note contents. None. 

Associate Minister of Finance 

(Hon Paula  Bennett) 

Note contents. None. 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

John Marney Principal Advisor 04 917 6151 (wk)   

Ben McBride Manager, Health 04 917 6184 (wk) 021-869-450 (wk)  

 

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

Return the signed report to Treasury. 

Forward covering letter and package to Social Sector Budget Ministers. 
 
Note any 
feedback on 
the quality of 
the report 

 

 
Enclosure: Yes (attached)

[23]
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Treasury Report: Package for discussion by Social Sector Budget 
Ministers 

Executive Summary 

This report covers a draft package for circulation to Social Sector Budget Ministers ahead of 
their meeting on 29 March 2016.  The overall quantum of the package is substantial.  We 
have outlined areas of flexibility that you may wish to wish to discuss with Treasury officials 
before sending this out to Social Sector Ministers. 

Recommended Action 

We recommend that the Minister of Finance signs the attached covering letter and sends 
the draft package to Social Sector Budget Ministers.   
 
Agree/disagree. 
Minister of Finance 
 
 
 
 
Ben McBride 
Manager, Health 
 
 
 
 
Hon Bill English 
Minister of Finance 
 
 
 
 
Hon Steven Joyce 
Associate Minister of Finance 
 
 
 
 
Hon Paula Bennett 
Associate Minister of Finance 
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Purpose of Report 

1. This report covers a draft package for circulation to Social Sector Budget Ministers 
ahead of their meeting on 29 March 2016.  You may wish to discuss with Treasury 
officials before sending this out to Social Sector Ministers. 

Overall numbers 

2. The package is in the format you have seen before and reflects decisions taken in 
bilaterals.  The accompanying A3s include a summary sheet, along with details of each 
bid by sector.  Social investment bids have been brought together in a single pool.  The 
overall numbers are summarised in the table below. 

 
3. 

 
 2015/16 2016/17 2017/18 2018/19 2019/20
Cost pressures 16.654 793.650 839.562 800.099   882.086 
New initiatives (operating) 5.822 136.363 122.267 122.760  116.617 
Capital bids (opex implications) (0.25) 12.99 31.16  56.85   88.63 
Sub-total 122.225 943.006 992.988  979.705  1,087.336 
Social housing -   77.600 81.100  83.600   84.700 
Social investment bids -   34.951 36.266  36.166   28.100 
Total: SSBM package 122.225 1,055.557 1,110.354 1,099.471   1,200.136 

Areas of flexibility 

4. In areas of doubt and debate, we have erred towards leaving things out or scaling 
numbers down.  Details by sector are provided later in this note, focusing on the bids 
where you can expect push back from your colleagues.  The overall quantum of the 
package remains substantial.  If you want to reduce it, we think the following are the 
main areas where bids are marginal and/or there is most flexibility to get the numbers 
down.   

 
5. Education.  The big operating bids in Vote Education are either non-discretionary or 

tied to key capital investment projects (for which there has already been quite a bit of 
scaling).  There is not much scope to get these numbers down further.  The main 
choices around marginal bids involve those that are not currently included in the 
package (see detailed discussion below). 

 
6. Social Development.  The key choices here relate to CYF reform, Investing in Children 

and their Families (9339).  The draft package reflects Treasury’s recommendation to 
set funding aside in contingency for a number of components of the reform that will 
likely be ready for implementation in 2016/17. Ministers may want to increase 
investment in 2016/17 or out-years to increase the pace of change.  Alternatively, you 
could think about pushing out timeframes if you wanted to reduce the costs in Budget 
16.   

 
7. Health.  The main area of flexibility here is the DHB allocation of $400 million per 

annum.  This is well above the funding signal ($340 million per annum) that DHBs were 

[38]

[38]
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given before Christmas.  We have suggested top-slicing this allocation to cover the 
non-departmental costs of the bowel screening roll-out.  This is already factored into 
the draft package, although there is still some scope to scale the DHB allocation 
further.  The pharmaceutical bid (9087) costs $104 million over four years and is good 
value but discretionary.  Beyond this, the main challenge will be to hold the line against 
late and poorly documented bids (or increases to existing bids) on pharmaceuticals, 
electives, ambulances and primary care shortfalls.  There is more detail below. 

 
8. Justice and Courts.  There is not much in the package that is marginal or discretionary.  

The only large number where you do have choices is legal aid.  You could defer 
changes to legal aid eligibility (9026), saving $17.209 million over four years, although 
we do not recommend this.  Reducing the cost-pressure funding requirement for legal 
aid is also possible, but would require changes to criminal legal aid eligibility, which is 
set in legislation. 

 
9. Corrections.  You do have some flexibility around cost pressure funding for 

Corrections, but this would involve funds being reprioritised out of the rehabilitation 
Budget; we do not recommended this.  Out-of-gate funding (9362) costs $20 million 
over four years.  This is included in the package (in the social investment pool), and we 
recommend funding it; but it is discretionary and could be funded through 
reprioritisation from the rehabilitation budget if a priority. 

 
10. Social Housing.  The social housing numbers are still moving.  In particular, the 

package includes scaled numbers as placeholders for the “additional places” and 
“resourcing” bids (9248 and 9254), reflecting where we think the Minister of Social 
Housing may end up.  Treasury is likely to support these (scaled) bids once they settle, 
but you do have some flexibility here.  Emergency housing (9249) costs $41.100 million 
over four years and is a “nice to have” (it reflects a Cabinet decision made subject to 
funding). 

 
11. Social investment pool.  Funding for these initiatives currently included in the draft 

package totals $135.483 million over four years.  There are some good bids in here, 
but they are all discretionary.   (Note that this pool includes out-of-gate funding for 
Corrections (9362), discussed above.) 

Points of contention, by sector 

12. As noted above, we have tended to exclude or scale down bids in areas of doubt or 
disagreement.  The following are the bids on which we think Social Sector Budget 
Ministers are likely to push back against the draft package. 

 
Education 
 
13. 9268.  Targeted Schools’ Operational Grant.  Not included.  The proposal is to target 

this funding on the basis of long-term parental benefit receipt, estimated to be around 
13% of all students. The decision to introduce a new targeting mechanism may be 
better made once there is progress on the Education Funding Review. We have 
already provided you with some analysis on this. 

 
14. 9142.  Additional In-Class Support.  Not included.  This is a manifesto commitment to 

fund 4,000 students, of which 1,500 were funded through Budget 2015.  There is weak 
evidence of the impact on student outcomes, but the effectiveness of teacher aides is 
dependent on implementation and practice decisions.  The Ministry has indicated that 
initial evaluation is expected this year. Scaling to fund by 625 student at $2.2 million 
per annum could be considered. 
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15. 

 
16. 

 
17. 9143.  APIS.  Infrastructure Equity for State-Integrated Schools in Christchurch.  Not 

included.  The Ministry are including this initiative in their Cabinet paper and will seek a 
contestable fund of $6 million in 2016/17.  You have indicated that you will consider this 
initiative at that time. 

 
Social Development 
 
18. 9259.  Extending the Youth Service to 18 and 19 year olds. The main choice for 

Ministers is whether to use savings from re-targeting the existing NEET service to 
offset the cost of the rollout of the Young Parent Payment (YPP), per the draft package, 
or to fully fund YPP extension and use the savings to extend the Youth Service to a 
scaled number of 18 and 19 year olds. 

 
19. 

 
20. 9233.  Family Violence Response Co-ordination. Not included.  Treasury recommends 

continuing the co-ordination service for 2016/17, but funded through existing baselines, 
as it is being funded within Community Investment baselines in 2015/16. 

 
Health 
 
21. 9048.  Primary health care – volume pressures.  The Ministry has bid for $7.807 million 

per annum of to meet a shortfall for free GP visits for Under-13s.  This results from it 
having under-estimated the cost of the policy at the time it was introduced.  Late last 
week, the Ministry signalled that it would seek a further $2.4 million per annum for price 
pressures in respect of this policy.  No details were provided.  For the time being, we 
have not included any shortfall funding for this policy in the proposed package.  We 
think the Ministry should manage unders and overs at the margin within baseline. 

 
22. 9087.  Pharmaceutical investment.  The package includes funding per the original bid, 

which we support.  There has been some discussion about increasing this amount – 
possibly by so much as to lift the baseline to $850 million per annum.  We have not yet 
incorporated this into the package, partly because we are not sure what the appropriate 
profile is for new Budget spending.  

 
23. 9085.  Elective health target.  The package includes funding of $12 million per annum 

from 2016/17, per the original bid.  The Ministry has since increased the bid to $24 
million per annum.  It has not provided any information to support this change, and has 

[33]

[33]
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been unable to explain why the additional funding is needed.  We doubt the money is 
needed because electives were previously cross-subsidised from discretionary funding 
pools.  Nor do we think it is required to meet the manifesto target. 

 
24. 9086.  Bowel screening.  We remain concerned about the quality of the business case 

for this initiative and the implementation risks.  We have not seen the updated 
information alluded to at the bilateral meeting.  We included some funding for this 
initiative in the proposed package, but scaled it back hard.  Specifically: 

 
• We have assumed that DHB funding for start-up and ongoing operating costs will be 

top-sliced from the $400 million allocation to DHBs.  Top-slicing is a commonly used 
mechanism for funding national and regional services from the PBFF allocation which 
removes funding from the overall allocation before DHB shares are calculated.  
Funding the rollout via a top-slice will provide a strong incentive for the sector to 
minimise the cost of the programme.   

 
• Therefore, operating funding is only provided for departmental and IT operating costs, 

which we recommend is held as a tagged contingency pending Cabinet approval of the 
restated Programme Business Case. 

 
• (Note that we also recommend that no additional capex be provided for DHBs to 

expand capacity in order to deliver the bowel screening programme, on the basis that 
this be managed from balance sheets or by utilising private or regional capacity.  
Departmental capital funding should be held in a tagged contingency.)  

 
25. Other.  The Ministry of Health indicated last week that it intended to submit a late bid 

for “Funding arrangements for Emergency Road Ambulance Services resulting from 
the Murray Horn review (totalling ~$18 million)”.  We don’t know what this is, why it 
needs funding, or which years it relates to.  We have asked for more information but 
nothing has been provided.  No bid has yet been submitted and we haven’t included 
anything in the package.   

 
Justice & Courts 
 
26. 9023.  Christchurch Justice and Emergency Services Precinct – Shortfall funding.  This 

bid funds operating costs associated with the early completion of this project. The 
Minister of Justice may seek an additional $1.3 million for project team costs, which 
was not included in the original budget bid. This team was previously funded by the 
Justice Sector Fund. We have not seen sufficient information to assess the impacts of 
not funding.  

 
27. 9025.  Harmful Digital Communications Act Implementation.  This bid funds the 

implementation of the Act. We have scaled the bid by $3.1 million in 2016/17, which 
moves the implementation date from 1 November 2016 to the legislatively mandated 
deadline of 2 July 2017. The Minister of Justice will likely seek the full bid amount. 

 

 
29. 9037 & 9040.  Operating Expenditure Associated with Investing in Justice.  These bids 

fund “invest to save” initiatives ($14.4 million over four years). These are not included 
in the package as the savings each year are greater than the costs.  Funding this bid 

[33]
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would in effect be funding general Ministry cost pressures rather than this specific 
initiative. 

 
30. 

 
Corrections 
 
31. We are still seeking greater confidence around a couple of the Corrections bids.  They 

are included in the draft package, but the numbers remain subject to change: 
 
• 9301.  Prison Capacity Build Programme.  Numbers were revisited last week in a 

briefing forwarded to the Minister of Finance.  Although supportive of the bid we would 
like to review again how the numbers were determined before the package is finalised.   

 
• 9337.  Mt Eden Corrections Facility.  A Cabinet paper was considered yesterday.  The 

option that Cabinet agreed to will have budget implications (this was noted in the 
paper).  The bid (and the amount in the package) is $5 million per annum, although 
Corrections are now signalling that this may be “$5 million-plus”. 

[33]
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Hon Te Ururoa Flavel 
Parliament Buildings 
WELLINGTON  
 

 

 

Dear Te Ururoa 

I am writing with regard to the meeting of Social Sector Budget Ministers scheduled for 
Tuesday, 29 March.  The aim of that meeting is to agree a final social sector package to 
recommend to Budget Ministers. 

A draft package has been drawn together and is set out in the accompanying A3s.  These 
provide summary information, as well proposed funding for individual bids broken down 
mainly  by Vote.  Bids relating to social housing and social investment have been grouped 
together at the end. 
 
The package reflects the helpful discussions I have had with individual Ministers over the last 
few weeks.  It goes without saying that not all bids would be funded under the proposed 
package, and some bids that are funded have been scaled down.  We will be able to 
consider these judgements collectively when we meet. 
 
At the same time, you will see that the draft social sector package on its own easily exceeds 
the original $1 billion operating allowance for Budget 16.  Budget Ministers will need to 
consider the package in that light, having regard to the wider fiscal position and competing 
priorities across government.  It will therefore be important for us to focus on the key 
priorities for the social sector when we discuss the package next week. 
 
Copies of this letter go to Social Sector Budget Minister colleagues, Hons Paula Bennett, Dr 
Jonathan Coleman, Amy Adams, Hekia Parata, Anne Tolley and Judith Collins. 
 
Yours sincerely  
 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 
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