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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: T2018/570     CM-1-3-30 
 
 
Date: 12 March 2018 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: None 
(if any) 
 
 
HNZC Borrowing - Options 

You are meeting with the Minister for Housing and Urban Development on 14 March to 
discuss the potential to extend Housing New Zealand’s (HNZ) borrowing protocol from 
$1.1 billion to $2.85 billion1, allowing it to borrow additional funds directly via capital 
markets.  
 
Treasury has provided an Aide Memoire dealing with the specific HNZ proposal 
(T2018/229 refers) and a Treasury Report dealing with the strategic issues the HNZ 
proposal raises (T2018/328 refers).  Both of those pieces of advice raised concerns 
with decentralised borrowing.  
 
This Aide Memoire responds to your request for further advice, which we understand to 
be for practical options to take the issue forward.  
 
Option One: Manage HNZ capital requirements within the Budget process 
(Treasury Preferred) 
 
Based on the analysis set out in T2018/328, Treasury favour managing HNZ capital 
requirements through the budget process, with any required borrowing executed 
centrally by the Treasury’s Debt Management Office.  This approach minimises costs, 
ensures spending is rigorously prioritised and maximises fiscal transparency. 
 
The borrowing protocol extension was proposed to meet expected HNZ funding 
requirements as follows. 
 
Year 2018 2019 2020 2021 2022 
Capital requirement $0m $0m $343m $772m $632m 
 
Managing these requirements through the budget process would require a bid for $1.75 
billion2 in Budget 2018, to be met from the capital allowance (potentially requiring an 
increase in the capital allowance – assuming the bid fully funded).  Given the capital 
spending is not expected to occur until the 2020 fiscal year, funding decisions could be 

                                                
 
1,2 Assuming additional provision of 1400 HNZ houses.  
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deferred, although we would not recommend addressing operating spending for public 
housing provision (occurring in this year’s Budget) without addressing associated 
capital requirements.  Deferral would also reduce certainty for HNZ (see below). 
 
Managing spending through the budget process will put further pressure on a 
constrained spending environment.  However, HNZC borrowing should not be 
considered to provide capacity for additional spending, as further borrowing by HNZ will 
have similar effects on total public debt levels as centralised borrowing.3  
 
HNZ has cited the ability to manage its own borrowing as beneficial to provide funding 
certainty and operational flexibility.  Managing HNZ capital requirements through the 
Budget process can be done in a way that ensures similar certainty and flexibility.  This 
would require HNZ capital requirements to be funded in Budget 2018 (to provide 
certainty for HNZ) and the setup of a capped financing facility with the DMO (to allow 
efficient and timely access to funds).  Assuming Ministers are willing to provide budget 
certainty, the borrowing facility would not be a significant issue to address. 
 
Option Two: Extend HNZ’s borrowing protocol (Not Preferred by the Treasury) 
 
The alternative approach is to extend the borrowing protocol and to manage the costs 
and risks cited in T2018/328 as best as possible.  
 
Is there a level of HNZ borrowing that would be acceptable? 
 
Analysis provided to date has presented the issues with decentralised borrowing as a 
continuum with low levels of borrowing incurring manageable levels of additional costs, 
and being unlikely to result in major transparency or fiscal strategy credibility issues.  
As the quantum of borrowing increases, costs and risks increase.  
 
How much is too much? There is no easy answer to this question.  Based upon the 
previous advice which set out that decentralised borrowing provides little overall 
benefit, Treasury are not supportive of decentralised borrowing (with the potential 
exception of minimal amounts to manage working capital needs).  Treasury advice on 
the initial $1.1 billion protocol – approved in 2017 (T2017/315 refers) is consistent with 
this. 
 
Underlying this position is a further concern that approving such requests raises the 
prospect of further decentralised borrowing in the future, mutually reinforcing the costs 
and risks highlighted.  To some extent, we consider the current request as a 
manifestation of this issue, as it follows the similar but more modest approval granted 
last year.  There is a risk that other Crown Entities may seek to take advantage of 
decentralised borrowing as a mechanism to obtain funding for operating or capital 
needs outside of the net debt bounded Budget process, in light of the HNZ approval, 
further compounding matters. 
 

                                                
3 The Public Finance Act requires the Government to manage total public debt to “prudent” levels so as “to provide a 

buffer against factors that may impact adversely on the level of total debt in the future” and in “managing prudently 
the fiscal risks facing the Government”. 
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The Budget Responsibility Rules (BRRs) include reducing core Crown net debt to 20% 
of GDP within five years of taking office.  Crown entity borrowing on a large scale 
would undermine the usefulness of the core Crown net debt indicator (since Crown 
entities are outside of the core Crown), and consequently the credibility of the BRRs.  
 
If Ministers do decide to increase HNZ borrowing capacity, a relatively low level of HNZ 
borrowing would help to mitigate the risk to the credibility of the core Crown net debt 
indicator and BRRs (yet still incur unnecessary costs).  If core Crown net debt 
continues to be forecast below 20% of GDP in 2021/22 (as was the case in the Half 
Year Update, although forecasts will change over time and are subject to significant 
uncertainty), then a cap on total HNZ borrowing in the order of 1% of GDP could 
potentially be communicated as being broadly consistent with reducing overall levels of 
net debt to around 20% of GDP.  This would imply setting a total borrowing limit for 
HNZ of up to $2.8 billion (as annual GDP in 2017 is around $280 billion).  
 
However, even this level of HNZ borrowing would still create risks for the credibility of 
the BRRs, incur unnecessary costs and is not the Treasury’s preferred approach.  
 
Fiscal Transparency 
 
Should Ministers decide to extend the borrowing protocol, a range of measures could 
be implemented to ensure fiscal transparency was maintained.  Options include: 
 
• Communication in the Government’s Fiscal Strategy Report to explain how HNZ 

borrowing is consistent with the Public Finance Act’s principles of responsible 
fiscal management and the Government’s Budget Responsibility Rules. 

• Discussing, in the fiscal outlook chapter of the Economic and Fiscal Update, the 
overall (forecast) debt position of the Government, including commentary around 
borrowings that Crown entities are entering into with 3rd parties, alongside the net 
core Crown debt indicator.  

• The Treasury providing advice on the definition of the net debt indicator.  Core 
Crown net debt is a key fiscal target in the Government’s fiscal strategy.  The 
definition of the net debt indicator should align with the Government’s fiscal 
strategy and be consistent with managing debt to prudent levels.  The definition 
of the net debt indicator may not achieve that purpose if there is a significant 
increase in borrowing by HNZ or other Crown entities (as Crown entities are 
outside the core Crown). 

 
 
 
 
 
Andrew Hagan, Acting Director, Housing, [39]
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