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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) 

[2] to avoid prejudice the entrusting of information to the Government of New Zealand on a basis of 
confidence by the Government of any other country or any agency of such a Government 

6(b)(i) 

[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) 

[40] not in scope   

[41] that the making available of the information requested would be contrary to the provisions of a 
specified enactment 

18(c)(i) 

[42] information is already publicly available or will be publicly available soon 18(d) 

 

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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Reference: T2018/564 SH-3-2-18 
 
 
Date: 9 March 2018 
 
 
To: Minister of Finance (Hon Grant Robertson) 

Associate Minister of Finance (Hon Dr David Clark) 
 
 
Deadline: 12 March 2018 
(if any) 
 
 
Housing and Transport Budget Bilateral 

Budget 2018 overview  
 
Funding sought  
 
Overall, $5.5 billion operating per annum and a total of $9.7 billion capital has been 
sought for Budget 2018. This is broken down in the following tables: 
 
Operating funding 
sought  

        

$millions p/a Initiatives  
Pre-

commitments 
+ BBC 

Reprioritisation  Total  

Cost pressures  3453.573 117.360 -123.490 3447.443 
Manifesto 
Initiatives  2080.906 0.000 0.000 2080.906 
Total operating  5534.479 117.360 -123.490 5528.349 

Capital funding 
sought  

        

$millions p/a Initiatives  Pre-
commitments Reprioritisation  Total  

Cost pressures  5810.000 902.139 -2.500 6709.639 
Manifesto 
Initiatives  3007.000 0.000 0.000 3007.000 
Total capital 8817.000 902.139 -2.500 9716.639 
  
 
This compares to allowances of $2.6 billion per annum for operating and a total of $3.4 
billion for capital. Ministers have expressed a commitment to these allowances in their 
Budget Responsibility Rules for Budget 2018.  
 
RAG ratings 
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In order to prioritise the initiatives that have been submitted for Budget 2018, Treasury 
Vote teams have used a RAG framework that prioritises cost pressure initiatives and 
manifesto initiatives. You received this RAG framework on 7 March 2018 [T2018/515] 
and a breakdown is included at the top of Annex 1. 
 
For cost pressure initiatives, each initiative has been categorised by the level of risk 
attached to not funding. The key components of this assessment are impact on service 
delivery, urgency and timing of impact. Red initiatives have a high risk attached to not 
funding, amber a medium risk and green a low risk.  
 
For manifesto initiatives, each initiative has been categorised by priority. The key 
considerations of this assessment are scope, implementation and the implications of 
funding in Budget 2018. Red initiatives have been categorised as having a high priority 
for Budget 2018, amber a medium priority and green a low priority. RAG assessments 
of each initiative are based on the Treasury Vote team recommendation, and 
moderated across workstreams to ensure consistency. 
 
At the workstream ministerial meetings, Ministers identified their key priorities for their 
portfolios for Budget 2018. Not all of these initiatives have been categorised as red 
(high risk/high priority) or amber (medium risk/medium priority), by the Treasury.  
 
The following tables outline the number of initiatives across both capital and operating 
that have been categorised as red and amber. The tables also show the total amount 
of funding sought from initiatives that have been identified as a Ministerial priority in a 
workstream meeting.  
 
Operating packages          

$millions   Red Amber
Red and 

Amber 
Total 

Non-
Amber 
and Red 
Minister 
priorities 

TOTAL of Red 
and Amber and 
Minister 
priorities 

Total cost pressures and 
manifesto initiatives  2261.862 576.865 2838.727   2838.727
Reprioritisation     -123.490   -123.490
Pre-commitments     67.360   67.360
Between Budget 
Contingency     50.000   50.000
Minister priorities       1102.435 1102.435
Total    2261.862 576.865 2832.597 1102.435 3935.032

Capital packages          

$millions   Red Amber
Red and 

Amber 
Total 

Non-
Amber 
and Red 
Minister 
priorities 

TOTAL of Red 
and Amber and 
Minister 
priorities 
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Total cost pressures and 
manifesto initiatives 4216.291 1885.138 6101.429   6101.429
Reprioritisation     -2.500   -2.500
Pre-commitments     903.689   903.689
Minister priorities       940.619 940.619
Total    4216.291 1885.138 7002.618 940.619 7943.237
 
The above tables highlight that the red and amber initiatives alone exceed both the 
operating and capital allowances.  
 
Ministerial priorities 
 
The Ministerial priorities further oversubscribe the operating and capital allowances. As 
such, trade-offs will need to be made by removing red and amber initiatives in order to 
allow Minister priorities to be added. For the purposes of the bilateral you are attending 
with Minister Twyford at 8:45 – 9:15 a.m. on Monday 12 March.  Bids in the amber and 
red categories would need to be deprioritised in order to accommodate Minister 
Twyford’s (“grey”) priorities in the Transport portfolio. We also advice on the risks 
associated with deprioritising these initiatives, as well as advice on Minister Twyford’s 
priorities.  
 
While this bilateral will be useful to understand Minister Twyford’s priorities, we 
recommend emphasising that final decisions will be made by Budget Ministers and 
there are considerable risks attached to not funding red and amber categorised 
initiatives. Due to the large number of red and amber rated initiatives submitted for 
Budget 2018, it is highly likely that not all of Minister Twyford’s priorities will be able to 
be funded through Budget 2018, but some could be picked up in Budgets 2019 and 
2020. 
 
The briefing focuses on your options across the housing and transport portfolios, which 
covers the following: 
• Vote Social Housing 
• Vote Building and Housing 
• Vote Transport 
• Housing in Tāmaki, part of Vote Finance 
• Healthy Homes housing grants, part of Vote Energy and Resources 
 
This briefing has not been consulted with agencies. 
 
The Minister’s Bids 

The Minister has put forward bids that include: 
• maintaining existing public housing supply 
• increasing the supply of public housing by  a year 
• building public and private affordable housing as part of regenerating Tāmaki 
• improving the quality of private housing through grants 
• supporting KiwiRails freight business 

[33]
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• 
 
Further detail and Treasury RAG assessments are provided in the annex. This annex 
shows that there is little opportunity to make trade-offs between the proposals in the 
transport and housing portfolios, or to find savings within vote social housing proposals 
to fund additional public housing places. 
 
The Minister’s Vote Social Housing bids deliver about additional public houses 
per year, which is more than your Manifesto commitment of 1,000. The places come 
from both Housing New Zealand (HNZ) and Community Housing provides (CHPs) with 
HNZ supplying 69%, CHPs supplying new places 19% and repurposing existing 
houses providing 12%. The delivery of additional places has been somewhat arbitrarily 
split between cost pressures and manifesto categories. The funding required for a 
given number of public housing places may be subject to revision. 
 
Government priorities for housing, relevant for Vote Social Housing 

In meetings of the Prime Minister and senior housing-related Ministers, the following 
guidance has been provided: 
• the Government has a manifesto commitment that HNZ will build 1,000 new state 

houses a year 
• the Government will take serious action to end homelessness 
• 

• a strong default that HNZ supplies public housing 
• a commitment to healthy homes.  
 
Analysis of Bid for Additional Public Housing Places  

The Minister’s bid for additional public housing places is not consistent with the 
guidance we have received from the P.M. and senior ministers, in that it seeks double 
the indicated 1000 additional places per year, 

 The drivers behind 
proposals to change the housing bid are: 
 
• Re-orientating supply to HNZ rather than CHPs.  This has incidental fiscal benefits 

as the upfront funding used to support CHPs is expensive in the short term. 
• 

• 

 
We also note the Minister’s bid for additional public housing places public housing bid 
appears under-costed, in that: 
• It does not discuss HNZ capital costs, which may be a call on the capital budget in 

future years.  This has a potential order of magnitude of $1.75 billion. 

[37]

[33], [37]

[33], [37]

[33], [37]

[33]

[33]
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• Upfront funding costs for CHP places appear unrealistically low for significant 
numbers of additional new-builds.   

 
 
An alternative public housing proposal  
We recommend that the Minister be invited to define and cost an alternative proposal 
that is consistent with the guidance provided by the Prime Minister and senior 
Ministers, namely:   
 
• 1,000 net-new places, 
• 

 
The proposal should indicate full costs, including operating costs to the Ministry of 
Social Development (MSD) and the borrowing cost to HNZ, along with the effect on the 
housing register, compared with the Minister’s original proposal.   
 

 
Broader Issues 
 

The Minister’s proposal raises broader issues that should be addressed to provide 
assurance that the Government is achieving greatest effectiveness and value for 
money from its public-housing expenditure. Accordingly, we recommend that you 
request further advice from the Minister by the end of May on: 

• the role of CHPs in supporting HNZ meet public housing objectives 
• the funding system required to deliver on those objectives 
• the cost and priority of upgrading older (low quality) public housing stock, compared 

with acquiring additional public housing.    
 
Analysis of Vote Building and Housing bids 

The vast majority of funding sought involves strengthening MBIE’s residential tenancies 
services. There are three submissions supported by Vote team, totalling $54.717m 
across the forecast period. Vote Building & Housing cost about $392m in 2017/18. 
 
Analysis of Vote Finance Housing bids 

[33], [37]

[33], [37]

[33]

[33]
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 A large proportion of the capital 
investment being sought in Budget 18 is required to meet commitments that TRC has 
already made (against an existing $200 million Crown loan, which is to be repaid 
through the Crown Capital injection).   
 
As well as delivering new houses, regeneration will continue to drive improved health, 
educational and employment outcomes for residents through social and economic 
regeneration activities that will be leveraged off the housing redevelopment 
programme. 
 
Analysis of Vote Energy and Resources housing-related bids 

An initiative relating to Implementation of the Heathy Homes Grant Scheme for 
Insulation and Heating Retrofits. This initiative costs  operating across the 
forecast period. The Treasury supports a scaled version of this initiative of $140 million 
operating across the forecast period. Given that landlords have both the financial 
means and, following passage of the Act, the incentive to install insulation, we 
recommend a scaling option that focuses on supporting the low-income and poor-
health owner-occupiers that comprise the group of home owners most likely to benefit 
from such a scheme 
 
Analysis of Transport bids for your bilateral meeting 

The Minister of Transport is seeking over two years for 2 manifesto 
initiatives (both are priorities for the Minister) and  

 The manifesto initiatives relate to KiwiRail’s freight business 
and the cost pressure initiatives relate to the Civil Aviation Authority (CAA) and 
Maritime New Zealand (MNZ). 
 
If these initiatives were to be progressed through Budget 2018, then Ministers would 
need to deprioritise housing initiatives. Transport, unlike most other portfolios, has the 
ability to make transport investments through alternative funding sources including $3 
billion annually through the National Land Transport Fund (NLTF), potentially hundreds 
of millions annually through the Tuawhenua Provincial Growth Fund (PGF) and 
industry levies to fund regulatory bodies. The new Government’s transport priorities are 
currently being reflected through the revised Government Policy Statement on land 
transport (GPS), which will enable funding for many new transport initiatives that had 
previously been sought through the Budget process. PGF funding will enable transport 
investment to aide communities and economic development outcomes. 
 

[33]

[37]
[33]

[33]
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Vote Corrections, housing-related bid  

Minister Davis has proposed an intervention that will provide housing and reintegrative 
services for 630 high-needs people who may otherwise go to, remain in, or return to 
prison if the service was not available (  over the forecast period) within Vote 
Corrections. Securing houses for this purpose may be in competition to public housing 
supply given the supply constrains within the housing market. 
 
Analysis of Transport bids for your bilateral meeting 

 
Transport cost pressure initiatives 

The Minister is seeking  These are too 
small to be considered for reprioritisation or scaling options. Treasury supports the two 
Civil Aviation Authority initiatives worth $1.570 million as these are genuine cost 
pressures (and have been scaled based on Treasury recommendations).  

[37]

[33]

[33]

[33]

[33]
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Withdrawn Transport initiatives 

Treasury understands that the Minister of Transport will withdraw 12 manifesto 
initiatives, two cost pressure initiatives, and re-submit two manifesto initiatives as 
fiscally neutral. 13 of these have been withdrawn as these can be funded through the 
NLTF. For this reason, these initiatives are not included in this advice as confirmation 
of this decision is expected on Monday 12 March. 
 
Talking points 

Note that the bid for additional public housing goes beyond the Government’s 
commitment to 1,000 state houses to be built each year, and includes new supply from 
CHPs and repurposed CHP and council housing, 

 
Note that the public housing bid appears under-costed, in that: 
• It does not discuss HNZ capital costs, which may be a call on the capital budget in 

future years  
• Upfront funding costs for CHP places appear unrealistically low for significant 

numbers of additional new-builds.   
 
Note that potential savings from transport bids would need to be made to offset costs 
associated with public housing places additional to the Government’s commitments.  
This is unlikely to be feasible.   
 
Invite the Minister to revise his bid for additional public housing to be consistent with 
the Government’s commitments.  
 
To build an understanding of the options available to the Government within the 
housing Votes, and seek further information where required you can discuss the 
following points with Minister Twyford:  
 
Note that the majority of the Government’s transport priorities can be funded through 
the National Land Transport Fund and Tuawhenua Provincial Growth Fund, would the 
Minister prioritise his transport priorities over housing priorities? 

 

[33], [37]

[33]
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Note if Ministers have to consider scaling the votes (either outright or to allow more 
expenditure on transport priorities), what do you recommend de-prioritising among 
Tāmaki renewal, volume of new-build public housing places, and CHP-sourced new 
supply (with its expensive use of upfront funding)? 
 
 
 
 
 
For housing: 
Bastiaan van der Scheer, Team Leader, Public Housing, 
Tom Hall, Manager, Housing, 
 
For transport: 

 Analyst, National Infrastructure Unit, 
David Taylor, Manager, National Infrastructure Unit, 
 

[39]
[39]

[39]

[39]

[23]
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