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Thank you for your Official Information Act request, received on 5 March 2015.  You 

requested the following: 

 

“all papers held by your organisation relating to IT costs at IRD arising from the 

new child support payment system”. 

 

On 26 March I extended the time limit for deciding on your request by an additional 20 

working days. 

 

I am aware that both the Inland Revenue (IR) and the State Services Commission 

(SSC) have received the same information request. We have consulted with these 

agencies and will only be releasing information not covered by their respective 

information releases. 

 

Information Being Released 

Treasury does not hold any papers relating explicitly to “IT costs” at IRD arising from 

the new Child Support payment system. However, since IT costs form part of the total 

implementation costs, we are interpreting the request as including papers relating to 

wider implementation costs. These costs are over a 10 year period and include 

operating costs (including training of staff, preparation of products and resources and 

communication with customers), contingency, depreciation and capital costs. Subject to 

this interpretation, the following information is covered by the request and proposed to 

be released: 

 

Item Date Document Description Decision 

1.  1/8/11 Briefing for Economic Growth and 

Infrastructure Committee: 

Wednesday, 3 August 2011 

Release in part 

2.  30/3/12 Aide Memoire: Possible option for 

funding increased costs of Child 

Support Scheme Reform 

Release in part 
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3.  6/8/12 Aide Memoire: Treasury Advice on 

Child Support Scheme Reform 

Release in part 

4.  14/8/12 Aide Memoire: Further Treasury 

Advice on Child Support Scheme 

Reform 

Release in part 

5.  14/9/12 Briefing for State Sector Reform and 

Expenditure Control Committee: 

Tuesday, 18 September 2012 

Release in part 

6.  17/9/12 MSD Aide Memoire: Child Support 

Scheme Reform Implementation 

Release in full 

7.  4/11/13 Briefing for Economic Growth and 

Infrastructure Committee 

Wednesday, 6 November 2013 

Release in part 

8.  1/5/14 Monitored Major Projects Triannual 

Report: November 2013 - March 

2014 

Release in part 

9.  6/6/14 Briefing for Cabinet Business 

Committee Monday, 9 June 2014 

Release in part 

10.  21/8/14 Monitored Major Projects Triannual 

Report: March - June 2014 

Release in full 

11.  21/8/14 Treasury Report (T2014/1480): 

Monitored Major Projects Report 

March-June 2014 

Release in part 

12.  1/12/14 Major Project Performance Report: 

July - October 2014 

Release in full 

 

I have decided to release the relevant parts of the documents listed above, subject to 

information being withheld under one or more of the following sections of the Official 

Information Act, as applicable: 

 

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

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

In making my decision, I have considered the public interest considerations in section 

9(1) of the Official Information Act.  

 

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

documents may be published on the Treasury website. 

 



 

3 

This fully covers the information you requested.  You have the right to ask the 

Ombudsman to investigate and review my decision.  

 

Yours sincerely 

 

 

 

 

 

Suzy Morrissey 

Team Leader, Tax Strategy 
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 MS-5-2-EGI 

Treasury Report: Briefing for Economic Growth and Infrastructure 
Committee meeting - Wednesday 3 August 

Executive Summary 

We are currently aware of 18 items on the Economic Growth and Infrastructure Committee 
agenda for Wednesday 3 August. The table below identifies any relevant fiscal impacts and / 
or provides Treasury’s comments / recommendations on 9 of these. The remaining 9 papers 
which we are aware of, for which Treasury has no briefing or comment, are listed below the 
table for completeness. 
 

Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

10/11 11/12 12/13 13/14 Out 
years 

                   
                 
                
               
                 
           

                                     
                   
              
           

                          

        

          

                  
              
               
                    

                  
             
                
              
            
         

                                  
                
                         
                   
                      
                     
                       
                   
        

                      

        

          

Child Support 
Scheme Reform 
Package 

7 Support the 
alternative 
implementation 
date (1 April 2014) 

Operating This is reduced by 
$5.912m  if the 
alternative 
implementation date is 
chosen. 

0.339 6.785 9.021 16.014 17.195 

Capital 

2.548 3.637 1.845 - - 
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Not relevant to request
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Recommended Action 

We recommend that you read this report prior to the Economic Growth and Infrastructure 
Committee meeting at 11am on Wednesday 3 August. 
 
 
 
 
 
 
Audrey Sonerson  
Manager 
for Secretary to the Treasury 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 

Page 5 and 6 not relevant to request
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Child Support Scheme Reform Package 

 
Responsible Person:  Mike Nutsford, Principal Advisor, Tax Strategy 
 
First Contact Person:  Simon Carey, Tax Strategy (04 917 6944) 
 
Purpose 

1. This paper seeks to make broad changes to the Child Support Scheme – including a 
new formula for calculating payments (taking into account estimated costs of raising 
children, lower levels of shared care and the income of both parents). 

 
2. This follows on from a Discussion Document released in September 2010 and reported 

back to Cabinet in July 2011. 
 
Comment 

 
3. Treasury supports the purpose of this paper, which will take significant steps towards a 

better – and more well perceived – child support system. 
 
4. However, given the significant administrative costs and revenue losses that result from 

the changes proposed, it is important to consider the fiscal impact alongside competing 
spending priorities. 

 
5. The paper’s proposal – changing the formula by 1 April 2013, and introducing other 

changes by 2014 – has a fiscal cost of $40.189m over the forecast period.  This 
includes revenue impacts of $19m and capital costs of $8.030m)  

 
6. The Indicative Business Case supporting the Cabinet paper shortlisted another option 

that was both lower risk and lower cost (reducing the cost by $5.912m over the forecast 
period).   

 
7. Treasury recommends this alternative option, even though it does not deliver the 

alternative formula until 1 April 2014. 
 
Treasury Recommendation 

 
8. We recommend that you do not support the recommendations in this paper, instead 

suggesting that the lower risk, lower cost option outlined above be tabled for 
consideration.  As an alternative recommendation: 

 
a. Direct officials to report back to Cabinet on the lower cost option of delivering the 

new Child Support formula by 1 April 2014, as outlined in the associated 
business case. 
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Treasury:2306561v1 BUDGET-SENSITIVE 1 

Date:  30 March 2012 

 

 

To: Minister of Finance 

CC: Minister of Revenue 

 

 

Aide Memoire: Possible option for funding increased costs of 
Child Support Scheme Reform 

On 28 March Inland Revenue provided you a briefing note (PAD BN2012/29) on the 

estimated increase in costs relating to the Child Support Scheme Reforms agreed to by 

Cabinet in August 2011 and included in the Child Support Amendment Bill introduced 

to Parliament on 5 October 2011.  The estimated increase is $45 million over the 

forecast period ($86 million over the next ten years). 

 

Additional funding will not be sought until the completion of a revised business case 

later this year.  Accordingly, this note provides information on a possible way to fund 

this increase without impacting on the Budget 2012 between-Budget Contingency. 

 

Possible funding option 

 

You have agreed for officials to seek Cabinet approval for the release on an Officials’ 

Issues Paper on Recognising Salary Trade-Offs as Income.  If agreed to, the 

proposals outlined in this Issues Paper are estimated to increase Crown revenue by 

$45 million per annum.  In February you and the Minister of Revenue directed officials 

that – in order to allow for proper consultation – these gains should be included on the 

tax policy scorecard.  

 

While the scorecard’s purpose is to manage the revenue impacts of tax policy changes, 

Ministers could choose to use the revenue gains from Salary Trade-Offs to offset the 

increased Child Support costs.  Rather than including all the gains on the scorecard, 

the residual gains from Salary Trade-Offs could then be included on the scorecard. 

 

The table below outlines the net impact this would have: 

 

 

$m increase / (decrease) 

2011/12 2012/13 2013/14 2014/15 2015/16 
5 Year 

Total 

10 Year 

Total 

Child Support 

administration costs (1) 
(0.103) 6.992 13.948 14.825 9.506 45.168 85.943 

Salary Trade-Offs 

revenue increase (2) 
- - - 45.000 45.000 90.000 315.000 

Estimated net operating 

balance impact (1)-(2) 
(0.103) 6.992 13.948 (30.175) (35.494) (44.832) (229.057) 
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Treasury:2306561v1 BUDGET-SENSITIVE 2 

 

The net impact of these two changes is an estimated improvement in the operating 

balance of $45 million over the forecast period.  This would mean that the additional 

Child Support costs could be offset and $45 million could be added to the scorecard to 

fund future revenue-negative tax policy changes. 

 

It is important to note that the numbers for both policies are still subject to change.  The 

final Child Support numbers will not be known until a business case has been 

prepared, and the gains from Salary Trade-Offs would depend on the shape of final 

policy decisions.  This means that the residual (scorecard) impact may be smaller or 

larger than the $45 million figure outlined above – although it is unlikely to change to 

such a degree that this offset could not go ahead.  

 

It is also important to note that for this option to be feasible, decisions around Salary 

Trade-Offs would need to be taken at the same time as Child Support.  We understand 

that this is likely to be in July this year, and Inland Revenue has advised that this is 

feasible. 

 

This note does not reflect Treasury’s views on the merits of additional funding 

for the Child Support Scheme Reform.  This analysis will be undertaken as part of 

the revised business case, ahead of any formal Cabinet decision. 

 

 

                                                

Alex Harrington, Acting Manager, Tax Strategy, 04 890 7239 

Withheld under s9(2)(g)(i)
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Treasury:2415121v1 IN-CONFIDENCE 1 

Date: 6 August 2012 

 

To: Minister of Finance 

(Hon Bill English) 

 

Aide Memoire: Treasury Advice on Child Support Scheme Reform 

The child support reforms are in a bill presently being considered by the Social 

Services Select Committee, and include fundamental changes to the child support 

formula, penalty regime, and the way the scheme is implemented. 

Inland Revenue have submitted a detailed business case to central agencies 

requesting additional funding to implement the reforms of the child support scheme. 

The option recommended in the business case is to continue building the changes into 

the old FIRST system, to push the implementation date back by a year, and to make a 

number of minor improvements to the way the scheme is administered. 

Treasury has worked closely with Inland Revenue and examined the business case in 

detail.  We do not support the preferred option being suggested.  This note outlines 

why this is the case and provides our alternative recommendation. 

 

1. The business case itself meets the Better Business Case requirements, but 

the investment case is not compelling. 

2. Treasury supports the policy change itself. 

As it includes a number of improvements to the scheme to make it fairer and to 

improve compliance and bring down debt levels. 

 

3. But the change is very expensive... 

In terms of departmental costs, the reduction in Crown revenue, and significant 

opportunity costs. 

 

4. ...and still very risky. 

There are a number of significant risks identified in the business case – eight of 

which are classified as high or extreme on the project’s risk register. 

Key risks include: 

• Business Transformation may be compromised by the project 

• costs are still estimates and subject to change 

• changes to the legislation could mean increased complexity and cost 

• partial use of the new Oracle system is largely untested 

• the increased complexity of the new formula, and the large number of 

affected recipients, mean that the key objective of the changes (that the 

system is perceived as fairer) is not achieved 

 

5. Overall, we believe that the costs of the proposed change outweigh the 

benefits. 
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Treasury:2415121v1 IN-CONFIDENCE 2 

The aim of this reform is to create a significantly better child support scheme in the 

eyes of users.  The evidence from the business case suggests that the proposed 

change will not achieve this.  

Aside from the departmental and revenue costs, the costs and benefits are largely 

unquantifiable.  Nevertheless, we have undertaken a broad cost-benefit analysis 

and found that the benefits are low-medium scale – with a high risk that some will 

not materialise at all – and costs are largely high scale. 

 

Key benefits and costs, and our view of the likely impact of this proposal: 

Benefits • Improved well being of affected 
children (through greater compliance) 

� Low impact.  Compliance may 
reduce due to greater complexity 

 • A more equitable child support system � Medium impact.  May not be 
perceived as fairer by all users. 

 • Better public services for those with 
child support arrangements 

� Low impact. Changes are 
relatively small and may be 
outweighed by greater complexity 

 • Some advancement of BT objectives � Low impact.  Use of Oracle 
system is small compared to the 
FIRST system component  

 • Streamline of business processes � Low impact.  May be deprioritised. 

 • Prevention of escalating child support 
debt 

� Medium impact 

 

Costs • A more complex child support system � Medium impact.  May reduce 
compliance with system and 
undermine benefits. 

 • Departmental costs of $116.1 million 
over 10 years (excluding sunk costs) 

� High impact 

 • Crown revenue reduction of $115 
million over 10 years 

� High impact 

 • Increased complexity of Business 
Transformation 

� High impact.  Means changes will 
be built twice: into FIRST, then into 
new platform. 

 • Specialist resources diverted from 
other high-priority projects 

� High impact. 

 

6. Moreover, the change is not aligned with Business Transformation or the 

Government’s Better Public Services Results. 

The change is somewhat at odds with the Business Transformation objectives and 

Result 10.  The changes will be made into the FIRST system and then revisited in 

the early stages of the transformation programme.  There will be increased 

complexity and greater interaction with government using non-electronic channels.  

Inland Revenue will need a permanent increase in staff to manage the changes.   

The proposed option does not meet two of the business case’s four evaluation 

criteria: improved customer experience and contribution to IRD’s strategic priorities. 

 

7. Therefore, we would recommend not proceeding with the current proposal. 
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Treasury:2415121v1 IN-CONFIDENCE 3 

8. We would instead recommend postponing a decision on the aspects of the 

proposal that require large systems changes... 

These could then be reconsidered as part of the first tranche of Business 

Transformation projects to be migrated onto a new system. 

The legislation could continue progression through Parliament, with enactment 

postponed indefinitely and the legislation able to be enacted by way of Order in 

Council, once IRD know more about the optimal phasing of possible changes. 

 

9. ...and asking officials to report back to Ministers with a package of simpler 

changes that could be advanced in the meantime without affecting 

transformation. 

The business case suggests a number of such changes that will not necessarily 

have systems implications.   

These would need to be worked through, but may include: 

• Enhanced electronic services 
• Information matching with DIA for birth certificates 
• Improvements to the assessment of income process 
• Improvements to customer information (forms and guidance) 
• Allowing the Commissioner discretion to write-off child support debt 
• Some elements of the formula change (i.e. shared care thresholds) 

 

10. This would reduce the costs and risks of the project, with minor impacts on 

the benefits. 

More specifically: 

a. Less system-reliant changes progressed immediately would mean an 
improved experience for child support customers. 

b. The overall costs should reduce.  This is because the changes would 
not need to be built into FIRST, and then rebuilt into the new system. 

c. The project could be aligned to Business Transformation, which would 
remove some of the complexity faced by the programme. 

d. Specialist resources could be phased according to the needs of the 
wider BT programme, of which child support would be a part. 

e. Legislation would be completed, and therefore not subject to change. 

f. Inland Revenue would have time to fully consider the impact of the 
changes on the business. 

g. Resources would be freed up to spend on higher government priorities – 
like Business Transformation and associated projects that contribute to 
the Government’s Better Public Service Results. 

 

Next Steps 

We have arranged to discuss this with you at your weekly catch-up with Treasury 

officials on Tuesday 7 August. 

 

                                                

Peter Martin, Director, Tax Strategy, 04 917 6277 

Withheld under s9(2)(g)(i)
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Date: 14 August 2012 

 

To: Minister of Finance 

(Hon Bill English) 

CC: Minister of Revenue 

 (Hon Peter Dunne) 

 

Aide Memoire: Further Treasury Advice on Child Support 
Scheme Reform 

On 6 August, Treasury provided advice to the Minister of Finance on Inland Revenue’s 

proposed investment into the child support scheme (see T2012/1818: Treasury Advice 

on Child Support Scheme Reform).  We advised that we did not support the proposed 

option, and recommended that the key changes instead be postponed until they could 

be considered as part of the Business Transformation programme, with legislation 

completed and smaller improvements to the scheme made in the meantime. 

 

Inland Revenue have subsequently provided further information to address our key 

concerns (see PAD BN2012/83: Child Support Scheme Reform – Business Case), 

which they have also discussed with us.  This note outlines our advice following this 

response from Inland Revenue. 

 

 

There are still two significant outstanding issues 
 

Putting aside the smaller risks outlined in our earlier advice, there are two significant 

issues remaining: 

 

1. The project diverts resources away from Business Transformation 
 

Inland Revenue recognises the significance of this risk.  The department’s briefing note 

states that: 

 

“Implementation of projects in FIRST of the size and complexity of the child 

support changes are likely to increase the risk of FIRST becoming unreliable, 

and also the size of the migration effort required to move to any new 

environment.  To that end, the child support changes do represent a significant 

project in Inland Revenue’s change portfolio and contribute to the portfolio’s 

high risk profile.” 

 

Amongst other things, this would mean that specialist IT resources are employed to 

build the child support changes into FIRST, while the transformation programme 

competes for the same resources in order to migrate to a new system.  It is estimated 

that it will take 11,000 days of effort (53 FTEs) to make the systems changes into 

FIRST.  This is a significant use of scarce resources. 
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Treasury:2421097v1 IN-CONFIDENCE 2 

Inland Revenue has suggested that delaying the introduction of child support changes 

and integrating them with Business Transformation would add to the complexity of 

transformation and may end up with child support driving the Business Transformation 

agenda.  But it is important to recognise that progressing the changes now – outside of 

Business Transformation – has opportunity costs in terms of resources available for 

transformation and so directly affects the shape of the transformation agenda anyway.   

 

If the proposal were instead considered as part of Business Transformation, the 

department might be able to phase the changes in a way that optimises the fit with the 

wider transformation agenda and does not compromise the programme. Child support 

is one of the many products that will eventually need to be migrated onto a new 

platform, so this approach will not add to the overall complexity of the transformation 

programme. 

 

Business Transformation is a vital programme for the sound functioning of the New 

Zealand government, and will need to be progressed at the cost of many other projects 

that would otherwise interact with the tax system.  Indeed, Ministers have already been 

asked to forgo some tax and social policy changes for this reason.  In our opinion, the 

proposed child support changes do not advance the Government’s key objectives 

enough to constitute an exception to this general principle. 

 

 

2. Implementing changes now would mean a significant investment 
in an outdated and soon-to-be-replaced system 
 

This reflects the ‘architectural debt’ created by building the changes into the old FIRST 

system, when they would subsequently need to be migrated onto Inland Revenue’s 

new system as part of Business Transformation.  Inland Revenue has not been able to 

provide an exact figure for the sunk costs, but the cost of the FIRST implementation 

component is estimated to be $19.6 million.  

 

Postponing the key systems components would mean that the changes can be built 

once – rather than twice – by being built directly into the new system. 

 

 

Therefore Treasury’s recommendation is still to postpone the 
changes so that they can be considered as part of Business 
Transformation 
 

Irrespective of whether more minor improvements to the child support scheme can be 

implemented in the meantime, Treasury continues to believe that the best course of 

action is to advance the proposed child support changes within the Business 

Transformation programme, rather than separately. 

 

Treasury’s assessment of the costs and benefits of postponing the implementation 

are outlined below: 
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Treasury:2421097v1 IN-CONFIDENCE 3 

BENEFITS 

of postponing implementation 

 COSTS 

of postponing implementation 

• Resources are not diverted away 

from Business Transformation, and 

can be incorporated within the 

transformation programme.  

 • Users of the scheme remain in a less 

fair system for longer, and may be 

subject to greater uncertainty around 

the changes. 

• The costs of building the changes 

into the old system is removed. 

 • Current project teams working on the 

changes face some disruption. 

• Legislation is finalised, which 

removes the risk of legislative 

changes increasing complexity. 

  

• Implementation and revenue costs 

are delayed, assisting an earlier 

return to surplus. 

  

• Inland Revenue has time to “confirm 

the delivery scope and costs” of the 

changes (p.10 of the business case). 

  

 

Next Steps 
 

Given the significant concerns we have about the interaction between child support and 

Business Transformation, you may want to consider asking Inland Revenue to report 

back to you with more specific information on how the two changes interact. 

   

We have suggested four questions you may want to use to frame this advice:  

 

1. As Ministers are expecting to be presented with options for Business 

Transformation within the next three months, what does Inland Revenue see as 

the benefits and costs of deferring this decision until then? 

2. Given the level of resource and focus likely to be required for Business 

Transformation, how confident is Inland Revenue that child support can be 

delivered successfully, on time, within budget, and within the current scope, if 

progressed independently? 

3. If the child support changes were to be progressed now, how would Inland 

Revenue protect the boundary between the project and Business 

Transformation, to ensure that both were successfully implemented? 

4. If progressed now, what impact would the child support changes have on 

Business Transformation? 

 

You are next scheduled to discuss this at your tax meeting on 21 August. 

 

                                                

Peter Martin, Director, Tax Strategy, 04 917 6277 

Withheld under s9(2)(g)(i)
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IN-CONFIDENCE 

14 September 2012 MS-5-2-SEC 

Treasury Report: Briefing for State Sector Reform and Expenditure 
Control Committee Tuesday, 18 September 2012 

Executive Summary 

We are currently aware of eight items on the State Sector Reform and Expenditure Control 
Committee agenda for Tuesday 18 September 2012. The table below identifies any relevant 
fiscal impacts and / or provides Treasury’s comments / recommendations on two of these. 
The remaining six papers which we are aware of, for which Treasury has no briefing or 
comment, are listed below the table for completeness. 
 

 
• Child Support Scheme Reform Implementation  

The paper seeks additional funding to implement the child support scheme legislation 
changes currently being considered by the Social Services Select Committee.  Inland 
Revenue have been funded for these changes, but significantly underestimated the 
costs at the time Cabinet agreed to the changes.  The impact over the forecast period 
is a cost of $35.140 million.  The new costs are significantly higher than the previous 
estimates.   
 
Treasury’s concerns with the proposed changes are outlined in the central agencies 
comment in the paper, and you have previously been advised on these. 

                                                                       

                            
      

                    
                   
                
        

                                                    
                                 
                                 
                                
                                
                          
                             
                        
                              
                             
                               
                                
                                  
                             
         

                              

        

               

                    
                  
                   
                   
         
                   
                   
                

               
               
         
              
              
                  
             
          
              
       
              
           
              
           
               
         
               
             
                

                                  
                            
                                
                                  
                               
                               
                                
                               
                 

          

        

          

Not relevant to request
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Recommended Action 

We recommend that you read this report prior to the State Sector Reform and Expenditure 
Control Committee meeting at 9.00am on Tuesday, 18 September 2012. 
 
 
 
 
 
Jolanda Meijer 
Manager, State Sector Management 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 

Not relevant to request

Pages 4-6 not relevant to request
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4 November 2013 MS-5-2-EGI 

Treasury Report:  Briefing for Cabinet Economic Growth and 
Infrastructure Committee Wednesday, 6 November 
2013 

Executive Summary 

We are currently aware of 8 items on the Cabinet Economic Growth and Infrastructure 
Committee agenda for Wednesday 6 November 2013. The table below identifies any 
relevant fiscal impacts and / or provides Treasury’s comments / recommendations on 3 of 
these. The remaining 5 papers which we are aware of, for which Treasury has no briefing or 
comment, are listed below the table for completeness. 
 

 
                                                                                

                                                  
 
                                                                     
 
                                                                
 

Title Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

13/14 14/1
5 

15/16 16/17 Out 
years 

        
             
        
               
                  
              

 

                               
                         
                      
                        
                    
                   
           

                          

        

                           

Child support 
reforms: 
adjustments to 
appropriation 
funding 

Support  Operating Proposes technical 
adjustments within the 
overall funding for the 
child support reforms. 

The operating impacts 
in outyears differ from 
the 17/18 impact, but 
the total technical 
adjustments are 
fiscally neutral over 
the ten-year period 
from 11/12 through 
20/21.  

No additional funding 
is being sought. 

(7.393) 0.910 0.321 (0.196) (0.599) 

Capital 

8.000 1.000 - - - 

                   
         
                   

        
                
                    
              
                 
         

                                 
                 
               
                      
                
                   
                     
                 
           
                      
                      
                   

 

          

        

          

Not relevant to request

Not relevant to request
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Recommended Action 

We recommend that you read this report prior to the Cabinet Economic Growth and 
Infrastructure Committee meeting at 10:30am, on Wednesday, 6 November 2013. 
 
 
 
 
 
 
Dasha Leonova 
Team Leader 

 
 
 
 
 
 
Hon Bill English 
Minister of Finance 

Not relevant to request

Page 4 not relevant to request
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Child Support Reforms: Adjustments to Appropriation Funding 

Responsible Person:  Colin Hall - 917 6227 

                                                 
 
Purpose 

1. This paper proposes technical adjustments to appropriations within the overall funding 
for the child support reforms to reflect a shift in the expenditure mix: from operating to 
capital, as compared with the original business case. The technical adjustments are 
fiscally neutral over the ten-year period. No additional funding is being sought. 
 

2. The proposed changes will allow for the continued implementation of the remaining 
stages of the child support reforms. 

 
Comment 

3. Cabinet has approved funding of $120.841m (including contingency, depreciation and 
capital charges) over a ten-year period from 2011/12 to 2020/21 to implement all of the 
child support reforms (CAB Min (11) 30/11 and CAB Min (12) 34/3 refer). This includes 
contingency funding of $8.693m (operating and capital) which the Minister of Finance 
and the Minister of Revenue can approve Inland Revenue to spend. 

 
4. Since the business case was agreed, it has been determined that some expenditure 

will have an enduring benefit to Inland Revenue and under accounting rules would be 
classified as capital expenditure rather than operating expenditure. This means the 
reform has a shortfall of capital expenditure and a surplus of operating expenditure. 
The $9.000m increase in capital expenditure drives an increase in depreciation and 
capital charge of $9.000m and $5.840m, respectively. 

 
5. The paper proposes to re-phase the spending profile by bringing spending forward as 

well as swapping $9.000m from operating to capital, within the overall appropriation for 
the child support reforms. 

 
6. These proposals are fiscally neutral over the ten-year period; however, the amount of 

contingency available for the remainder of the programme will be reduced from 
$8.693m to $2.625m. 

 
7. These proposals take a pragmatic approach to account for an improved understanding 

of the project’s costs. The purpose of contingency is to deal with unforeseen 
circumstances; it therefore makes sense to draw upon the project’s contingency first, 
rather than artificially retaining a financial buffer through additional funding. 

 
8. The re-phased spending profile reflects the best information available to Inland 

Revenue, with a high degree of certainty around phase 1 costs. Work is underway on 
the detailed design of Phase 2 and associated costs and benefits, to be confirmed by 
the end of April 2014. At this stage, the limited contingency remaining for phase 2 is not 

a cause for concern.  
 
Treasury Recommendation 

9. We recommend that you support the recommendations in this paper. 

Withheld under s9(2)(g)(i)
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A Lessons Learned review is being undertaken by Deloitte. The review has been commissioned by GCIO, in 
conjunction with the Commissioner of Inland Revenue, and is due to report in March 2014.  

Summary of Project Performance 

Since the previous report, following a risk assessment of IR's ability to deliver the scope to an acceptable 
level of quality, in November 2013 Cabinet approved a 12 month deferral of the implementation of phases 1 
and 2 from 1 April 2014 to 1 April 2015 and 1 April 2015 to 1 April 2016 respectively. 

This has resulted in a re-estimation and re-baseline of the schedule and budget. The estimated whole of life 
cost to deliver phases 1 and 2 is $210.6m.  Currently IR has approval to spend $130.950m and is currently 
working through options with the Minister around scope and cost.  The project management plan covering 
the revised timeline has been completed and approved, notwithstanding decisions pending around funding 
requirements.  All phase 1 activities are currently tracking to deliver to the new implementation dates. 

Nature of Private Sector Involvement 

Delivery of phases 1 and 2 has required procurement of personnel and services from private sector 
organisations, predominantly in the project management, design and development areas. 

Financial Performance (all amounts in NZD$ million) 

Estimated Whole of Life Cost $210.6m Full Time Equivalent Reductions TBA 

Estimated Financial Benefits $2.66m Source of funding  

Amount of Funding Approved $130.950m Contingency $2.625m 

Appropriation Authority Funding $33.990m Cabinet Min (11) 30/11. Additional funding $86.857m 
Cabinet Min (12) 34/3, Total Funding $120.841m.Increased capital funding 
out of IR’s reserves $10.109m Cabinet Min (13) 41/18. 

Direct Project Costs 
Actual Costs  
to Date 

Estimate  
to Complete 

Total  
Estimated Costs 

Total  
Baseline Budget 

Capital Expenditure $15.662m   $40.936m $56.598m $24.022m 

Operating Expenditure  $19.400m $134.681m $154.081m $10.928m 

Totals  $35.062m $175.617m $210.679m $130.950m 

Major Risks Planned Response 

If the programme does not receive approved capital 
funding for 2014/2015 then it will have insufficient 
budget to enable programme delivery, resulting in 
early programme closure and failure to deliver 
programme outcomes.  
 
If the programme is unable to secure appropriate 
capability and capacity of required resources then 
there is a risk that programme deliverables will not be 
delivered within time to the required quality levels. 
Resulting in failure to achieve programme objectives 
within mandated parameters (e.g. scope, time, 
budget).  

Control  
• Ongoing PAS engagement with Ministers office  
 
Treatment  
• Approval of funding as part of 2014 Budget 

package  
  
Discussions continuing with IT, Service Delivery & 
Implementation (SD & I) and Service Delivery to 
ensure that resources are committed and available.  

Doc 8
Page 22 of 41 Released

 

 

 



COMMERCIAL: SENSITIVE 

Monitored Major Projects Triannual Report: November 2013 – March 2014 

 

Treasury:2939076v1  

  3 

Major Issues Actual Response 

The technical solution implemented was developed 
prior to the legislation being finalised.  As the 
legislation is now finalised it is clear that the solution 
does not deliver the functionality required to deliver a 
low risk business process. 

More work required on the system requirements 
before estimates can be completed.  New date for IA 
completion TBA. 

Key Milestone Original Date Revised Date 

Indicative or Programme Business Case July 2011 July 2011 

Detailed or Single Stage Business Case Sept 2011
1
 Sept 2012

2
 

Implementation Plan March 2012 Not required
3
 

Contract signature or Commissioning Date N/A N/A 

Go live or in-service date Phase 1 1 April 2014 1 April 2015 

Go live or in-service date Phase 2 1 April 2015 1 April 2016 

Post Implementation Review Phase 1 31 December 2014 31 December 2015 

Post Implementation Review Phase 2 31 December 2015 31 December 2016 

Milestones Planned for next 4 months Original Date Revised Date 

2015 Annual Assessment Run 15 February 2014 2 March 2014 

Release 1.3 Business Output Specification complete 10 September 2013 21 April 2014 

Cabinet Decisions Planned for next 4 months Original Date Revised Date 

Approval and re-base lining of re-estimated budget 
for Child Support Reform Programme 

March 2014 June 2014 

Approval of remedial recommendations for adjusting 
the scope of the child support reforms 

March 2014 June 2014 

 

                                                             
1
 Pre-legislation 

2
 Updated post-legislation 

3
 Implementation Plan not completed on advice from Treasury and SSC 
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Treasury Report:  Briefing for Cabinet Business Committee Monday, 9 
June 2014 

Executive Summary 

We are currently aware of ten items on the Cabinet Business Committee agenda for Monday 
9 June 2014. The table below identifies any relevant fiscal impacts and / or provides 
Treasury’s comments / recommendations on three of these. The remaining seven papers 
which we are aware of, for which Treasury has no briefing or comment, are listed below the 
table for completeness. 
 

 
                                                                                  

          
 

                                                                            
                      
 

                                                                                  
              
 

                                                                         
 

                                                        
 

                                                         

Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

13/14 14/15 15/16 16/17 Out 
years 

                
                      
          

 

                                       
                     
                   
                     
                     

          

        

          

              
           
                      
                      
                  
                    

                                      
                         
                       
                         
                        
                      
                     

           

          

        

          

Child support reforms: 
focussing on child 
support debt 

6 Do not support Operating Proposes using existing 
contingency funding, 
Inland Revenue’s capital 
reserves, and fiscally 
neutral technical 
adjustments within the 
overall funding for the 
child support reforms. 
No additional funding is 
sought, but the use of 
Inland Revenue’s capital 
reserves would increase 
the amount of new 
funding required for 
Business 
Transformation. 

- - - - - 

Capital 

- - - - - 

Not relevant to request

Not relevant to request
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Recommended Action 

We recommend that you read this report prior to the Cabinet Business Committee meeting at 
4.30pm on Monday, 9 June 2014. 
 
 
 
 
 
Melody Guy 
Manager, Natural Resources 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 

Not relevant to request

Pages 4 and 5 not relevant to request
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Child support reforms: focusing on child support debt 

 

Responsible Person:  Colin Hall, Manager, Tax Strategy, 917 6227 

First Contact Person:                                                           
 
Purpose 

1. This paper seeks to address the rising cost of implementing the child support reforms.  
It proposes to scale back the second phase of the reforms in favour of a lower cost 
option that places a greater emphasis on addressing child support debt.  The paper 
seeks to use existing contingency funding, Inland Revenue’s capital reserves, and 
fiscally neutral technical adjustments to existing appropriations to cover the remaining 
expected shortfall.  No additional funding is sought, but by using its capital reserves, 
more funding will be required for Inland Revenue’s Business Transformation (BT). 

 
Comment 

2. Cabinet previously agreed to implement the child support reforms, with an associated 
cost at the time of $120.841 million over the period 2011/12 to 2020/21.  Cabinet 
subsequently agreed in November 2013 to defer the date the reforms come into effect 
by one year and gave approval for up to $10.109 million in 2013/14 to be used from 
Inland Revenue’s capital reserves. 
 

3. The total cost of the child support reforms is now estimated to be $210.679 million over 
the 10 year period.  The higher cost reflects a greater understanding of the effort 
required in implementing the reforms on Inland Revenue’s IT and business systems, 
and a change in the nature of the spending from operating to capital.  An internal 
review was undertaken in conjunction with the Government Chief Information Officer, 
and Inland Revenue has accepted all of the key lessons and recommendations. 
 

4. The first phase of the child support reforms is predominantly about updating the 
assessment formula to take into account societal changes in relationship 
arrangements.  The second phase includes changes to the payment, penalties and 
debt write-off rules.  The paper proposes to implement the first phase in full, but to 
scale back the second phase to those that are required for the assessment formula, 
address child support debt and affect a significant number of child support families.  
The cost of this option is estimated at $163.616 million. 

 
5. While we support the policy objectives of a fairer child support system and slower debt 

growth, the reforms are not value for money and the greater complexity is at odds with 
Better Public Services and BT.  If Ministers still wish to deliver the child support 
reforms, we recommend considering this as part of BT. 
 

6. If Ministers do not wish to delay implementation, then the proposed scaled-back option 
appears sensible as it seeks to minimise the FIRST system impacts, de-scopes the 
lowest value changes that impact few families, and focuses on reducing the present 
issue of legacy debt.  Successful delivery of the child support reforms is contingent on 
Inland Revenue resourcing the programme with appropriately experienced and skilled 
staff, which will require Inland Revenue to carefully manage its combined portfolio. 

 
Treasury Recommendation 

7. We recommend that you do not support the recommendations in this paper, but rather 
stop the child support reforms, or consider them as part of BT. 

 

Withheld under s9(2)(g)(i)
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Inland Revenue 

Child Support Reform Programme  

Project Purpose 

To implement changes to the Child Support scheme (legislated for in the Child Support Amendment Act 
2013) which aims to improve the fairness of the child support scheme and promote the welfare of children.   
The project will be implemented in two phases: 

• Phase 1 (effective April 2015) will include a new formula, collection of new information for the new 
assessment and reassessment processes and the issue of notices. 

• Phase 2 (effective April 2016) will include changes to the payment, penalties and debt write-off rules.  

The programme contributes to IR’s result areas 9 and 10. 

Agency Self-assessed 
Status Indicators 

This 
Report 

Last 
Report 

Previous 
Report 

 Monitoring Team Risk Assessment 

Overall Project Status AMBER AMBER RED  
Current Risk HIGH 

Schedule GREEN GREEN RED  

Budget AMBER RED RED  Last Quarter HIGH 

Benefits AMBER GREEN GREEN  Previous Quarter HIGH 

Resources GREEN GREEN N/A  Inherent Risk HIGH 

Monitoring Comment 

The revised scope, funding and timing of the programme was approved by Cabinet in June 2014.  As a 
result, the scope uncertainty and termination of funding risks have been considerably reduced.  The amber 
ratings are due to the fact that the project is seeking more certainty over the design specifications before 
Phase 2 can be costed more precisely.  Phase 2 benefits are also in the process of being finalised.  (Note: 
The July 2014 Quantitative Risk Analysis (QRA) shows the re-base lined cost estimates of $163.61 million to 
be accurate to within a few $million.) 

As the scope, costs, timeframe and benefits have significantly changed, the programme was asked by 
Cabinet and monitoring agencies to update the original September 2012 Detailed Business Case (DBC).  
Treasury and GCIO have provided guidance and feedback and the updated business case is expected to be 
submitted to Joint Ministers in August 2014. 

An Independent Quality Assurance (IQA) review was undertaken in July 2014.  The final report is yet to be 
agreed.  The early draft observed that most of the recommendations of the GCIO-commissioned, Deloitte 
Lessons Learned review completed in April 2014 had been adequately addressed, with some minor 
exceptions relating to the Steering Committee.  Further IQAs are planned for future releases. 

GCIO and Treasury teams have been working with the programme and IR’s Corporate Risk & Assurance to 
provide a greater level of detail in their overall Assurance Plan. 

Testing and release deadlines are still tight with little contingency.  It will be important that the following 
activities are carefully managed to ensure smooth progress: 

• Shift to Mainframe as a Service and any forthcoming upgrades to the FIRST mainframe platform  

• The recently introduced new portfolio governance and reporting arrangements. 

Regular status reporting for Phase 1 of the programme shows it to be tracking to approved timelines and the 
key status indicators are all green.  The programme is confident it can deliver all releases as planned and 
meet the April 2015 deadline.  Because of the tight timeframes for Phase 1 and the fact that further technical 
IQA may need to be called for, the monitoring risk assessment rating will remain High for the next period.  

Summary of Project Performance 

Since the previous report, Cabinet has considered and approved a paper on 16 June 2014 that:  

• Noted that the cost of completing the child support reforms was estimated at $210 million over the 10-
year period 2011/12 to 2020/21.  
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• Agreed to keep Phase 1 where the new formula is to be delivered completely by April 2015.  However, 
Phase 2 is to be scaled back to refocus on those elements that encourage a change in compliance 
behaviour and address child support debt, or are value for money – namely, more discretion around debt 
and penalty write-off, incremental penalty rate decrease, late payment penalty changes and allowing 
paying parents to choose to opt-in to have child support deducted from their salary or wage.  Such 
elements are to be delivered by April 2016.  

• Agreed to bring forward the commencement date of some debt write-off provisions. 

• Authorised the Commissioner to incur expenditure for the child support reforms up to $163.616 million 
over the 10-year period, from 2011/12. This includes using existing capital reserves. 

• Noted that joint Ministers would determine the amount of operating expense transfers between years 
following the 2013/14 audited financial statements. 

The amber status for the benefits above reflects that the financial benefits and dis-benefits associated with 
phase 2 are yet to be confirmed. 

The amber status for the finances reflects Cabinets concern regarding the revised costing.  A QRA) will be 
undertaken in July to provide assurance over the costs. 

The programme itself is progressing well, and is on track for its next main delivery of release 1.3 in August 
2014. 

• A revised DBC is going to the Minister of Finance and Minister of Revenue by August 2014 and will 
reflect the change in scope, timing and costs. 

Nature of Private Sector Involvement 

Delivery of phases 1 and 2 has required procurement of personnel and services from private sector 
organisations, predominantly in the project management, design and development areas. 
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Financial Performance (all amounts in NZD$) 

Estimated Whole of Life Cost $105.787m Full Time Equivalent Reductions  

Estimated Financial Benefits $4.422m
1
 Source of funding Crown & IR 

Amount of Funding Approved 
excluding contingency 

2
Capex: $36.628m; 

Opex: $70.889m 
Contingency $0.00m 

Appropriation Authority Funding $33.990m Cabinet Min (11) 30/11.  Additional funding $86.857m 
Cabinet Min (12) 34/3, Total Funding $120.841m.Increased capital funding 
out of IR’s reserves $10.109m Cabinet Min (13) 41/18.  Increased 
delegation approval to use capital reserves of $32.666m and change in 
appropriation between financial years Cabinet Min (14) 20/1A. 

Direct Project Costs 
Actual Costs  

to Date 
Estimate  

to Complete 
Total  

Estimated Costs 
Total  

Baseline Budget 

Capital Expenditure $20.258m $15.727m $35.985m $36.628m 

Operating Expenditure $22.550m $47.252m $69.802m $70.889m 

Totals $42.808m $62.979m $105.787m $107.517m 

Major Risks Planned Response 

Programme deliverables will not be delivered within 
time to the required quality levels due to resource 
related triggers. 

The legislation change is not enacted in time. 

Delivery dates from Phase 2 work being brought 
forward, or new scope being introduced. 

Department recognising project as a high priority& 
work with SD&I and IT to prioritise work. 

PAS are working with the Minister’s office to 
determine the decision dates and likely outcomes. 

Attend any meetings that discusses phase 2 scope to 
ensure OCM impacts are considered.  Work with 
phase 2 PM to schedule content and releases for 
phase 2. 

 

Major Issues Actual Response 

Cabinet has requested an updated DBC within 8 
weeks.  This has not been previously planned for and 
the programme may not have sufficient capacity or 
capability to complete appropriately. 

DBC writer engaged (at additional cost to 
programme).  Current timeline is to deliver DBC by 15 
August. 

Key Milestone Original Date Revised Date 

Indicative or Programme Business Case July 2011 July 2011 

Detailed or Single Stage Business Case Sept 2011
3
 August 2014 

Implementation Plan March 2012 Not required
4
 

Contract signature or Commissioning Date N/A N/A 

Go live or in-service date Phase 1 1 April 2014 1 April 2015 

Go live or in-service date Phase 2 1 April 2015 1 April 2016 

Post Implementation Review Phase 1 1 December 2014 31 December 2015 

Post Implementation Review Phase 2 31 December 2015 31 December 2016 

                                                             
1
 Phase 1 only 

2
 Total delegated authority to spend $163.616m  includes capital charge and depreciation 

3
 Pre-legislation 

4
 Implementation Plan not completed on advice from Treasury and SSC 
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Milestones Planned for next 4 months Original Date Revised Date 

Phase 1 - Release 1.3 -Technical Go-Live  July 2014 28 August 2014 

Phase 1 - Release 1.4 Technical Go-Live  May 2014 7 November 2014 

Minister of Finance and Minister of Revenue to 
confirm the updated Detailed Business Case 

N/A August 2014 

Cabinet Decisions Planned for next 4 months Original Date Revised Date 

Nil - - 
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Treasury Report: Monitored Major Projects Report March-June 2014 

 

Executive Summary 

This paper and attached report provide an update on all major projects monitored by the 
Treasury for the period March 2014 - June 2014.   

1. This report focuses on exceptions and major milestones that Ministers need to be 
aware of for each of the projects being monitored, and also provides a brief summary 
status for all current1 high risk projects.  Detailed reports for all monitored projects have 
been summarised for you as attached. 

2. The report would normally be tabled at SEC, but with the upcoming election there are 
no SEC meetings scheduled for August 2014.  Instead, the report is being sent to your 
office for further distribution as you wish. 

3. The High-Value Project Assurance & Monitoring team monitors all inherently2 high risk 
projects that meet criteria defined by Cabinet.  GCIO has begun leading the expected 
assurance oversight for ICT projects and also presents on these projects to the ICT 
Ministers’ group.  To ensure there is no conflict of interest, Treasury leads assurance of 
DIA ICT-enabled business change projects. 

4. The team currently monitors 48 projects with estimated whole of life costs totalling 
$18.007 billion (31 of these are ICT projects with a value of $6.233 billion).  Seven of 
the monitored projects, with estimated whole of life costs of $3.401 billion, are 
assessed as currently high risk (five of these are ICT projects, with a value of $932.1 
million). 

5. A system-level view of monitored projects is provided at the front of the report.  
Diagrams summarise the overall investment cost of monitored projects, the overall risk 
of the portfolio of projects being monitored (the risk status of each project is re-
assessed each reporting period), estimated FTE savings from projects and when 
upcoming Cabinet decisions will be required for each project. 

6. A full report with summary sheets for every project monitored is also attached. 

7.                                                                              
                                                                                 
                                                                                   
                                                                                        
                                                                                 
                                                                             
                        

8.                                                                                         
                   

                                                                                
                                                                         
                                                                                  
                                                                               
                                                                                
                                                     

                                                                                     

                                                
1
   Current is actual near-term risk 

2
   Inherent risk is potential risk over the lifetime of the project 
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Background 

10. The Monitored Major Projects Report is produced three times a year and covers both 
ICT and non-ICT projects.  Monitoring/assurance activity is designed to provide 
independent advice to responsible Ministers on the likelihood of projects delivering 
expected benefits in the required timeframe, at the required quality and within fiscal, 
policy or operational constraints. 

11. Assurance activity has three main components, with Departments being responsible for 
their internal assurance processes and completion of an assurance plan for their 
projects, Treasury providing detailed monitoring of the project throughout development 
and GCIO joining the assurance team as required to provide particular assurance 
oversight for ICT projects; and to provide Ministers with a system-level view of ICT 
assurance across the portfolio of ICT projects. 

12. Additional independent assurance is provided throughout development, through regular 
completion of Independent Quality Assurance and Gateway Reviews at key decision 
points. Results are factored into Treasury and GCIO assurance activity and assist in 
risk estimation. 

13. The next report will cover the period July 2014 – October 2014 and may be presented 
in a different format, as the GCIO transitions to leadership on all ICT Assurance work 
and Treasury develops the new Investment Management and Asset Performance 
(IMAP) function. 

                                

                                                                                       
                                                                                     
           

                                                                                     
                                                       

                                                            

                                                                                         
                                                                                     
                                                                                  
                                                                                 
                                                    

                                                                                     
                                                                                 
                                                                                    
                                                                           

                                                                                     
                                                                   

Not relevant to request
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Inland Revenue’s Child Support Programme  

23. The revised scope, funding and timing of the programme was approved by Cabinet in 
June 2014.  As a result, the scope uncertainty and termination of funding risks have 
been considerably reduced.  The amber ratings are due to the fact that the project is 
seeking more certainty over the design specifications before Phase 2 can be costed 
more precisely.  Phase 2 benefits are also in the process of being finalised.  (Note: The 
July 2014 Quantitative Risk Analysis (QRA) shows the re-base lined cost estimates of 
$163.61 million to be accurate to within a few $million.) 

24. As the scope, costs, timeframe and benefits have significantly changed, the 
programme was asked by Cabinet, and the Corporate Centre to update the original 
September 2012 Detailed Business Case (DBC).  Treasury and GCIO have provided 
guidance and feedback and the updated business case is expected to be submitted to 
Joint Ministers in August 2014. 

25. An IQA review was undertaken in July 2014.  The final report is yet to be agreed.  The 
early draft observed that most of the recommendations of the GCIO-commissioned, 
Deloitte Lessons Learned review completed in April 2014 had been adequately 
addressed, with some minor exceptions relating to the Steering Committee.  Further 
IQA’s are planned for future releases. 

26. Corporate Centre assurance teams have been working with the programme and IR’s 
Corporate Risk & Assurance unit to provide a greater level of detail in their overall 
Assurance Plan. 

27. Testing and release deadlines are still tight with little contingency.  It will be important 
that the following activities are carefully managed to ensure smooth progress – 

a Shift to Mainframe as a Service and any forthcoming upgrades to the FIRST 
mainframe platform 

b The recently introduced new portfolio governance and reporting arrangements. 

28. Regular status reporting for Phase 1 of the programme shows it to be tracking to 
approved timelines and the key status indicators are all green.  The programme is 
confident it can deliver all releases as planned and meet the April 2015 deadline.  

Not relevant to request
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Because of the tight timeframes for Phase 1 and the fact that further technical IQA may 
be needed, the risk assessment rating will remain High for the next period. 
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Next Steps 

44. The High-Value Project Assurance and Monitoring team will continue to focus on the 
current high risk projects and any current medium risk projects showing early signs of 
stress.  Ministers will be advised immediately if the team assesses the situation to be 
deteriorating for these projects. 

Consultation 

45. The attached report has been prepared by Treasury with input from the Central 
Agencies and GCIO, and in consultation with each of the Departments/Agencies/Crown 
entities that have projects being monitored. 

Not relevant to request
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46. The monitoring comment for each individual project is formed on the basis of the 
continuous monitoring undertaken by the team.  As requested by Ministers, significant 
attention has been paid to this area for each report. 

 

Attached:  Monitored Major Projects Report March – June 2014. 
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Key:  

R 
Significant risk(s) exist 
that require immediate 
attention 

A 
Risks exist to 
approved project 
targets or limits 

G 
Project is within 
approved tolerances 
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Not relevant to request
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Recommended Action 

We recommend that you: 
 
a note the contents of this report 
 
b refer to the Associate Minister of Finance – Hon Dr. Jonathan Coleman 
 

Refer/not referred. 
 
 
 
 
 
 
Jason Webber 
Manager, Investment Management and Asset Performance 
 
 
 
 
 
 
Hon Bill English  
Minister of Finance 
 
 
 
 
 
 
 
Hon Dr Jonathan Coleman  
Associate Minister of Finance 
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Inland Revenue Department - Child Support Reform Programme 
 

Project Purpose 

To implement changes to the Child Support scheme (legislated for in the Child Support Amendment Act 
2013) which aims to improve the fairness of the child support scheme and promote the welfare of children.   
The project will be implemented in two phases: 
• Phase 1 (effective April 2015) will include a new formula, collection of new information for the new 

assessment and reassessment processes and the issue of notices. 
• Phase 2 (effective April 2016) will include changes to the payment, penalties and debt write-off rules.  

The programme contributes to IR’s result areas 9 and 10. 

Current Risk (Treasury assessed) HIGH 

Reason 
 

• Compressed 
timeframe, potential 
for high customer 
impact  

Last Report (Treasury assessed) HIGH  

Previous Report (Treasury assessed) MEDIUM  

Inherent risk (Corporate Centre assessed) HIGH 

• Significant ICT 
change, 
compressed 
timeframe 

Treasury Comment   

The project has successfully delivered Release 1.4 on time and Release 1.5 is on track for implementation in 
late January 15. Some aspects of the build are running ahead of schedule and the project is running slightly 
under budget. 
The project is proactively managing and escalating its key risks and taking effective action to remove or 
reduce them. 

GCIO ICT System-wide Assurance Team Comment 

The GCIO ICT System-wide Assurance Team has endorsed the project’s assurance plan, thus giving 
confidence to the IR senior leadership team that appropriate value and risk-based assurance activities are 
being applied to the project. 
An IQA is about to commence to review the readiness to go live with Release 1.5. GCIO and Treasury have 
provided inputs to the Terms of Reference to ensure it provides the necessary degree of assurance. 
The success of previous Go-live processes and the robustness of assurance planning and activity 
surrounding the upcoming release 1.5 gives the GCIO Team confidence in the preparation for the upcoming 
Go-Live  

Chief Executive Comment (for high current risk)/Project Team/SRO comment (medium/low current risk) 

Work in phases 1 and 2 are progressing well. Key Phase 1 achievements include 
• completion of R1.5 releases associated with development,  
• commencement of training and advertisement and  
• distribution of test completion report for sign off.  

Agency Assessment  
Overall Project 

Status 
Schedule Budget Benefits Resources 

 Amber Green Green Amber Amber 

Financial Performance (all amounts in NZD$ million) 

Estimated Whole of Life 
Cost 

$105.40m Source of Funding Crown 

Amount of Funding Capex:  $36.63m Contingency $0.0m 
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Approved excluding 
contingency 

Opex:  $70.89m 

Appropriation Authority Funding $33.990m Cabinet Min (11) 30/11. Additional funding $86.857m Cabinet 
Min (12) 34/3, Total Funding $120.841m. Increased capital funding out of IR’s 
reserves $10.109m Cabinet Min (13) 41/18. Increased delegation approval to 
use capital reserves of $32.666m and change in appropriation between financial 
years Cabinet Min (14) 20/1A, Total Funding $163.6m. 

Project Cost Actual Costs to Date 

Capital Expenditure $23.69m 

Operating Expenditure $28.87m 

Total $52.56m 

Major Issues (agency assessed) Comment  

None Single Issue involving need to re-draft enabling 
legislation was closed in November by preparing draft for 
revised Bill. Changes requested impact business 
processes and not development of the IT system. 

Major Risks (agency assessed) Comment  

The four Business System Implementation BAU 
upgrades (BSI 1174) may not be able to be 
delivered. Release 2 is required by May 15 and is 
a dependency of CSRP Phase 2.2 

 Detailed review has shown that more work needs to be 
done than originally expected to fix the BAU problems 
and costs have increased. IR are investigating ways to 
fund the shortfall in funding from other parts of the 
organisation. This is a practical response. 

Inability of Service Delivery to effectively support 
the Child Support Reforms due to current 
insufficient staff levels 

This risk needs to be effectively mitigated in time for the 
issue of assessment notices in Feb 15. It relates to 
limited staff numbers/capacity. BAU management are 
treating this risk via a number of measures including 
resource management, call routing, and contingency 
planning. The project is also working to ensure that staff 
are prepared for the reform changes through extensive 
training and updates to operational instructions. 

Cabinet Decisions Planned for next 4 months  Original Date 
Revised 

Date 

N/A 
 

  

 

 

 

Doc 12
Page 41 of 41 Released

 

 

 


