
 

   

The Treasury 
Budget 2018 Information Release 

Release Document August 2018 

https://treasury.govt.nz/publications/information-release/budget-2018-information-release 

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. 



 

Treasury:3941829v3 

Treasury Report:  Treasury Report: Seeking an Indication of the Preferred 
Sourcing for HNZ Borrowing 

Date: 6 April 2018 Report No: T2018/943 

File Number: CM-1-3-30-0 

Action Sought 

 Action Sought Deadline 

Minister of Finance (Hon Grant 
Robertson) 

Indicate whether you expect to 
prefer that additional HNZ borrowing 
is sourced from the Crown or third 
parties 

Friday 13 April 

Minister of Housing and Urban 
Development (Hon Phil Twyford) 

Indicate whether you expect to 
prefer that additional HNZ borrowing 
is sourced from the Crown or third 
parties 

Friday 13 April  

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Glen Thomson Principal Advisor N/A 

(mob) 

 

Andrew Hagan Acting Director, Housing 

(mob) 

 

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

Return the signed report to Treasury. 

 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: None 

[23]

[39]

[39]
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Treasury Report: Treasury Report: Seeking an Indication of the 
Preferred Sourcing for HNZ Borrowing 

Purpose of Report 

1. On 3 April 2018, Budget Ministers agreed on a target of 1,500 net additional public 
housing places per annum over the next four years to be provided by Housing New 
Zealand (HNZ).  This will require HNZ to borrow an additional $1.8 billion.  The 
additional borrowing needs to be reflected in Budget forecasts. To enable this we need 
your agreement on the likely source of HNZ borrowing by 13 April 2018. 

Background 

2. On 3 April Budget Ministers made decisions about the level of additional public 
housing, and associated operating funding to provide in Budget 2018.  The approved 
Budget Bid was costed on the basis of HNZ providing 6,025 net new public housing 
properties over four years, of which 5,334 would be new builds.  We advised that to 
deliver this additional public housing HNZ would need to borrow a further $1.75 billion1.   

3. We have previously advised (T2018/570, and T2018/328) (and discussed with you) 
that there are two options for additional HNZ borrowing: borrowing through the NZ Debt 
Management Office (DMO), or borrowing directly from capital markets. 

4. HNZ needs to incorporate a borrowing assumption in its forecasts, which in turn flows 
through to Treasury’s aggregate economic and debt forecasts.  Accordingly, we need 
you, as HNZ’s shareholding Ministers, to indicate your expectation about HNZC’s 
borrowing source.  This is not a decision on the funding: it is a pre-Budget indication as 
to which funding source you consider likely.  A formal decision to source HNZ 
borrowing directly from capital markets would require you to agree an updated 
borrowing protocol with HNZ. 

5. The two options have differing impacts on fiscal aggregates.  If HNZ were to borrow 
directly from capital markets, total public debt would increase, but not net core Crown 
debt.  Raising the additional debt through the DMO would increase both total public 
debt and net core Crown debt (and be a call on the capital allowance). 

6. There is a separate issue of the amount of HNZ’s additional borrowing, whatever its 
source.  We are working with HNZ with the intention to confirm that $1.8 billion is the 
required additional borrowing. 

                                                
1 This is in addition to the $1.1 billion approved for the Auckland Housing Project that is being sourced 
through capital markets under HNZ’s current borrowing protocol. 
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Analysis of options 

7. Treasury recommends (T2018/328 refers) borrowing from the Crown, since Crown 
entity borrowing that is not recorded as core Crown debt risks:  

• undermining the credibility of the Government’s fiscal strategy.  Transparency of 
the fiscal position is important to maintaining the confidence of the public, credit-
rating agencies and financial market generally. 

• reducing fiscal control and high-quality expenditure decisions.  Expenditure 
decisions should made on the basis of the merits of the options, rather than 
different treatments in fiscal forecasts. 

• increasing the total cost of borrowing a given amount, as the Crown can borrow 
more cheaply than HNZ. 

8. If you agree that HNZ should source additional borrowing from the Crown and if HNZ 
does not need to call on this additional borrowing in 2018/19, which we understand to 
be likely, this would be implemented through a pre-commitment on the capital 
allowance in Budget 2019. 

9. If you agree to HNZ sourcing new borrowing from third parties, a range of measures 
could be implemented to mitigate the risks described in paragraph 7.  Options include: 

• The Government’s Fiscal Strategy Report explaining how HNZ borrowing is 
consistent with the Public Finance Act’s principles of responsible fiscal 
management and the Government’s Budget Responsibility Rules. 

• The Treasury discussing, in the fiscal outlook chapter of the Economic and Fiscal 
Update, the overall forecast debt position of the Crown (total public debt in the 
case of borrowing from third parties; total public debt and net core Crown debt in 
the case of borrowing from DMO), including commentary around borrowings that 
Crown entities are entering into with third parties alongside the net core Crown 
debt indicator.   

• Treasury advising how net debt should be defined in the new context of large 
borrowing by Crown entities from third parties.  Net core Crown 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). 

Next Steps 

10. After you have indicated your expectation about the source of additional borrowing, 
Treasury will report to you seeking your formal decision on this issue, along with an 
updated borrowing protocol for your agreement if you prefer borrowing from third 
parties.  
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Recommended Action 

We recommend that you: 
 
a Agree that you expect that Housing New Zealand will source additional borrowing from 

the Treasury’s Debt Management Office (Treasury recommended option), or 
 
 Agree/disagree. 
 
b Agree that you expect that Housing New Zealand will source additional borrowing 

directly from capital markets. 
 
 Agree/disagree. 
 
 
 
 
 
 
Andrew Hagan 
Acting Director, Housing 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
Hon Phil Twyford 
Minister of Housing and Urban Development 
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