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Treasury Report:  Bilateral Discussion: Minister of Finance and Prime 
Minister 

Date: 25 October 2018 Report No: T2018/3004 

File Number: DH-12-0 

Action Sought 

 Action Sought Deadline 

Minister of Finance (Hon Grant 
Robertson) 

Note the suggested talking points for 
the meeting. 

Refer a copy to the Associate Minister 
of Finance (Hon Dr David Clark). 

Before 10.00am on Monday 29 
October 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Tim Roper Senior Analyst, Justice, Security and 
Government Services 

 (wk) N/A (mob)  

Colin Hall Manager, Justice, Security and 
Government Services 

 (wk) 
(mob) 

 

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

Return the signed report to Treasury. 

Refer a copy to the Associate Minister of Finance (Hon Dr David Clark). 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 
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Treasury Report: Bilateral Discussion: Minister of Finance and Prime 
Minister 

Executive Summary 

The Prime Minister is responsible for the Prime Minister, Arts, Culture and Heritage, National 
Security and Intelligence, and Child Poverty Reduction portfolios. 

Prioritisation exercise targets are $1.261 million for Prime Minister and $5.843 million for 
Arts, Culture and Heritage.  Realistic sources have been identified in relation to the former, 
but the Minister is still considering potential sources re the latter. 

No savings are required for the National Security and Intelligence or Child Poverty Reduction 
portfolios, as these contain no separate appropriations for which the Minister is responsible.  

No initiatives have been signalled for the Prime Minister portfolio. 

Information about potential initiatives for the National Security and Intelligence portfolio are 
included in a broader New Zealand Intelligence Community inter-agency initiative which, due 
to its sensitive nature, is covered in a separate briefing.   

While no initiatives have been signalled for the Child Poverty Reduction portfolio, a cross-
portfolio package of measures to address child wellbeing and/or child poverty may be 
submitted.  

Recommended Action 

We recommend that you:  
 
a note the portfolio-specific talking points at the end of this report, and the general 

Budget messages attached in Annex Two, and 
 
b refer this report to the Associate Minister of Finance (Hon Dr David Clark). 
 
 Refer/not referred. 
 Minister of Finance 
 
 
 
 
Colin Hall 
Manager, Justice, Security and Government Services 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 

[33]
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Treasury Report: Bilateral Discussion: Minister of Finance and Prime 
Minister 

Purpose of Report 

1. The purpose of this report is to provide background information and advice for your 
bilateral discussion with the Prime Minister at 10.00 a.m. on Monday 29 October. 

2. This report has been prepared with input from relevant agencies, but largely relies on 
Treasury’s knowledge of each of the Prime Minister, Arts, Culture and Heritage, 
National Security and Intelligence, and Child Poverty Reduction portfolios. 

3. The report covers: 

• an indication of the baseline prioritisation for each portfolio  

• new initiatives for which funding is likely to be sought in Budget 2019  

• assessment of cross-agency collaboration efforts 

• further contextual information for each of the portfolios 

• specific talking points for your discussion with the Prime Minister, and 

• generic Budget 2019 talking points (attached as Annex Two). 

Baseline Prioritisation 

4. In accordance with the prioritisation guidelines agreed by Cabinet, there is a total of 
$710.449 million in scope for prioritisation across the portfolios over the period 2019/20 
to 2022/23.  This means that the 1% prioritisation target is $7.104 million. Annex One 
provides a breakdown of possible prioritisation initiatives by portfolio.  These figures 
are based on BEFU baselines and will change following the completion of the October 
Baseline Update exercise.  
Table 1: Baselines in scope for reprioritisation by portfolio  

Portfolio  Total in scope for 
reprioritisation 

1% Target 

Prime Minister $126.137 million $1.261 million 

Arts, Culture and Heritage $584.312 million $5.843 million 

National Security and 
Intelligence * 

N/A N/A 

Child Poverty Reduction * N/A N/A 

Total  $710.449 million $7.104 million 

*Note: There are no separate appropriations for which the Minister for National Security and Intelligence or 
Minister for Child Poverty Reduction is responsible; departmental baseline funding for these activities is 
provided via respective categories in the “Policy Advice and Support Services” MCA, for which the Prime 
Minister is responsible.   
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Prime Minister portfolio 

5. We understand that the Department of the Prime Minister and Cabinet (DPMC) is 
investigating the following potential areas for prioritisation, which together would yield 
$1.280 million over four years and meet the 1% target: 

• 

• 

• 

6. We have not separately identified other areas of the Prime Minister portfolio that could 
be reprioritised.  

Arts, Culture and Heritage portfolio 

7. We understand that the Ministry for Culture and Heritage (MCH) has been discussing 
potential sources for the 1% prioritisation target with the Minister for Arts, Culture and 
Heritage. 

8. We have not identified any relevant areas of the Arts, Culture and Heritage portfolio 
that these savings could come from.   

New initiatives that may be submitted for Budget 2019  

9. DPMC has advised that no initiatives are being submitted in relation to the Prime 
Minister portfolio. 

10. Due to their sensitive nature, no information about potential initiatives for the National 
Security and Intelligence portfolio is included in this briefing. Initiatives are included in a 
broader New Zealand Intelligence Community inter-agency initiative which is covered 
in a separate briefing.   

11. A cross-portfolio package of measures to address child wellbeing and/or child poverty 
may be submitted.  If such a package is submitted, the Prime Minister in her capacity 
as Minister for Child Poverty Reduction may be lead Minister.   

12.  Arts, Culture and Heritage portfolio initiatives have been signalled for 
Budget 2019 through the “check-in” process.  These are summarised below.  Annex 
One provides a breakdown of these by initiative type.  

[33]
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Table 2: Overview of funding sought for Budget 2019  

Portfolio  Operating (Total over 
forecast period) 

Capital (10 year total) 

Prime Minister - - 

Arts, Culture and Heritage 

National Security and 
Intelligence 

N/A N/A 

Child Poverty Reduction N/A N/A 

Total  

Cross-agency collaboration efforts 

Arts, Culture and Heritage portfolio  

13. We understand that MCH and funded cultural sector agencies are collaborating with 
other relevant agencies on initiatives in this portfolio where appropriate.   

National Security and Intelligence 

14. While any bids submitted in relation to the National Security and Intelligence portfolio 
will be part of a broader New Zealand Intelligence Community initiative, you may wish 
to ask the Prime Minister in general terms the priority she would place on initiatives 
related to this portfolio for Budget 2019.   

Child Poverty Reduction portfolio  

15. We understand the initiatives related to this portfolio have involved significant 
collaboration, particularly with the Ministry of Social Development.  Other social sector 
agencies have been involved in developing the Child and Youth Wellbeing Strategy, 
including Health and Education. 

Further contextual information for these portfolios 

Prime Minister portfolio 

16. Departmental baselines for the Prime Minister portfolio comprise the “Policy Advisory 
and Support Services” multi-category appropriation.  The forecast baseline for this is 
stable at around $27 million p.a. as illustrated below. 

[33]
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17. The above baselines include new funding of $2 million p.a. from 2018/19 for policy 
advice on child poverty that was agreed in Budget 2018.  The variances in earlier years 
reflect either one-off funding (e.g. in 2015/16 for the Flag Consideration Project) or 
expense transfers and retentions of underspends.       

18. Baseline funding for the Christchurch Group reduces by 70% to around $3m p.a. from 
2020/21.  While this funding relates to a separate portfolio (Greater Christchurch 
Regeneration), the reduction may impact on DPMC to the extent it provides corporate 
functions (e.g. an additional legal team member) that are not subsequently reduced.   

19. Non-departmental baselines are relatively small at about $6 million p.a. and comprise a 
number of PLAs relating to the Governor-General and operating expenses and capital 
expenditure for Government House.  Recent trends are illustrated below. 
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Arts, Culture and Heritage portfolio 

20. Departmental baselines for the Arts, Culture and Heritage portfolio reduced between 
2012/13 and 2016/17 due to the conclusion of the “Going Digital” project in 2014, offset 
by funding for the Centenary of World War One which peaked in 2014/15.  The 
increased baselines between 2017/18 and 2019/20 are largely driven by time-limited 
funding for the Great War Exhibition, Tuia Encounters 250 commemoration, and 
administering the Heritage EQUIP grant scheme. From 2020/21 various time-limited 
funding ceases, leaving MCH’s ongoing baseline at around $20 million p.a., which 
includes new funding commencing 2018/19 to strengthen the Ministry’s capacity. 

21. These recent trends and forecasts are illustrated below. 

 

22. The most significant changes in the non-departmental baselines for the Arts, Culture 
and Heritage portfolio have been due to the phasing of multi-year grant schemes, in 
particular the New Zealand Screen Production Grant.  Spending will vary based on the 
grants awarded each year.  The large increase in 2016/17 was due to one-off transfers 
of property to Heritage New Zealand.  Overall spending is reduced from 2019/20 as 
current multi-year appropriations and time-limited funding for Te Papa capital asset 
replacement wind up. 

23. These recent trends and forecasts are illustrated below. 

 



T2018/3004 : Bilateral Discussion: Minister of Finance and Prime Minister Page 8 

 

 

Child Poverty Reduction portfolio 

24. Minister Sepuloni is intending to submit a number of welfare system initiatives that are 
closely linked to the Prime Minister’s objectives around reducing child poverty.  

• Removing compulsory deductions for sole parents benefits ($102 million over 
four years) – this would remove the reduction applied to the benefit rate of a sole 
parent who does not identify the other parent of their child and/or apply for Child 
Support.   

• 

• 
 

• 

25. 

  
 

26. Due to the time it takes to implement changes to the welfare system, Budget 2019 is 
the last opportunity to fund initiatives so they are operational for all of 2020/21, the year 
in which the targets are due to be achieved.  The targets would need to be met for the 
whole 2020/21 year in order for the retrospective reporting by Statistics NZ to show 
they had been met in that year.  

27. If changes were announced in Budget 2020 they would only be operational from April 
2021, that is, the final months of 2020/21.  While in one sense people’s incomes would 
genuinely have increased in 2020/21, albeit only in the final three months, this increase 
would not be visible in the eventual reporting by Statistics NZ of income measures for 
that year.  Assuming the Child Poverty Reduction Bill is enacted in its current form, one 
consequence would be that the responsible Minister would need to present a document 
to the House of Representatives explaining why the targets were not complied with.  

[33]
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28. If the proposals above were to proceed, they could form components of a package or 
packages to reduce child poverty and improve child wellbeing.  If such a package were 
submitted, other components could be: 

• initiatives to implement Oranga Tamariki’s new operating model and cost 
pressures associated with its current services, as set out in our briefing for your 
meeting with Minister Martin, and 

• 

29. The package(s) could also include initiatives from other votes, in particular Votes 
Health and Education, and potentially other initiatives submitted targeted at the priority 
of Reducing child poverty and improving child wellbeing, including addressing family 
violence.  We are working with the Child Poverty and Child Wellbeing Units within 
DPMC to determine the potential for such a package or packages. 

30. The Minister for Child Poverty Reduction could potentially be a lead Minister for such a 
package. 

Talking points for your discussion with the Prime Minister 

31. In addition to the talking points related to the Budget process outlined in Annex Two, 
below are some potential discussion points for the bilateral meeting specific to the 
Prime Minister’s portfolios. 

Arts, Culture and Heritage portfolio 

• What process is MCH working through to meet the 1% prioritisation requirement? 

• 

• What options exist for scaling and deferring initiatives? 

National Security and Intelligence portfolio 

• In general terms, would the Prime Minister be looking to prioritise any security 
and intelligence-related initiatives for Budget 2019? 

Child Poverty Reduction portfolio 

• 

[33]
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Annex One: Funding Sought and Prioritisation Review by Portfolio  

Prime Minister  

No funding is being sought for the Prime Minister portfolio in Budget 2019.  

Prioritisation for Prime Minister: Potential Prioritisation Source(s) 

 $ millions  

Initiative Operating funding 
(total over forecast 

period) 

Initial comment on initiative 

Total Prioritisation  1.280  
 

Arts, Culture and Heritage 

Arts, Culture and Heritage Portfolio: Funding Sought 

 $ millions  
Initiative type  Initiative  Operating 

funding 
(total over 

forecast 
period) 

Capital 
funding 
(10 year 

total) 

Initial comment on 
initiative 

Priority-aligning 
(Supporting mental 
wellbeing for all New 
Zealanders, with a 
special focus on under 
24-year olds) 

Artists in Schools Scalable and potentially 
deferrable.  
 

Priority-aligning 
(Supporting mental 
wellbeing for all New 
Zealanders, with a 
special focus on under 
24-year olds) 

Investment in Te 
Papa Tongarewa 

Scalable and potentially 
deferrable. 

Priority-aligning 
(Supporting mental 
wellbeing for all New 
Zealanders, with a 
special focus on under 
24-year olds) 

A National Centre 
for Music (Stage 1) 

Large capital component 
raises questions about 
nature of proposed Crown’s 
investment in a 
redeveloped Wellington 
Town Hall. 

[33]
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 $ millions  
Initiative type  Initiative  Operating 

funding 
(total over 

forecast 
period) 

Capital 
funding 
(10 year 

total) 

Initial comment on 
initiative 

Priority-aligning 
(Supporting mental 
wellbeing for all New 
Zealanders, with a 
special focus on under 
24-year olds) 

Improving career 
sustainability and 
development for 
arts practitioners 

- Discretionary and 
deferrable.   

[33]
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 $ millions  
Initiative type  Initiative  Operating 

funding 
(total over 

forecast 
period) 

Capital 
funding 
(10 year 

total) 

Initial comment on 
initiative 

Total for priority-
aligning initiatives 

  

Non-discretionary 
cost pressure 

Conservation of 
taonga tūturu 

- Funding for this activity is 
largely demand-driven and 
under increasing pressure. 
May need to investigate a 
revised funding model.   

Non-discretionary 
cost pressure 

Depreciation on 
Crown-owned 
memorials 

2.400 - Unavoidable.  This may be 
as candidate for 
consideration through the 
technical package. 

Non-discretionary 
cost pressure 

Ongoing operation 
of the New Zealand 
Screen Production 
Grant – New 

25.000 
 

 Defer pending a decision on 
the future of this 
programme (any interim 
funding increases will be 

[33]
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 $ millions  
Initiative type  Initiative  Operating 

funding 
(total over 

forecast 
period) 

Capital 
funding 
(10 year 

total) 

Initial comment on 
initiative 

Zealand difficult to scale back).  
Otherwise potentially 
scalable. 

Total for non-
discretionary cost 
pressures 

  

Total out-of-scope   
Total for Arts, Culture and Heritage  
 

No areas have yet been identified for prioritisation for the Arts, Culture and Heritage 
Portfolio. 

National Security and Intelligence 

Due to security requirements possible funding sought for the National Security and 
Intelligence portfolio is not included in this briefing. 

There is no prioritisation requirement for the National Security and Intelligence portfolio as 
there are no separate appropriations for which the Minister for National Security and 
Intelligence is responsible. 

Child Poverty Reduction 

No specific areas of funding being sought for the Child Poverty Reduction portfolio in Budget 
2019 have been identified for this briefing. 

There is no prioritisation requirement for the Child Poverty Reduction portfolio as there are 
no separate appropriations for which the Minister for Child Poverty Reduction is responsible. 
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Annex Two: Generic Talking Points for Budget 2019 Bilateral 
Meetings  

Purpose  

The purpose of each bilateral meeting is to:  

• go over some of the key requirements for Budget 2019 
 
• understand your priorities, what initiatives you are planning on submitting for Budget 

2019, how these relate to Budget priorities, and how you are working across portfolios 
and agencies on the initiatives, and 
 

• understand how you are approaching the prioritisation exercise for Budget 2019.  
 
Expectations and Requirements for Budget 2019  

Budget 2019 is our first Wellbeing Budget. For it to be successful, there are a number 
of changes for us as Ministers and for our agencies.  

• Budget 2019 will be anchored around five priorities, which were established based on 
analysis from the Living Standards Framework, sector understanding and engagement 
across the public sector. These will drive the development of initiatives and decision 
making, and ensure a wellbeing focus is embedded at the heart of the Budget.  
 

• While priority-aligned initiatives will be the main focus, non-aligned cost pressures 
where the Government has little discretion will also be within scope. A high bar will be 
set for any initiatives outside of these two areas. This high bar means that initiatives will 
need to achieve a strong assessment from the Treasury in the following areas:  

o Government direction and priority-alignment  

o wellbeing analysis and intervention logic  

o cost understanding, and  

o collaboration.  
 

• We cannot achieve any of the priorities without working across portfolios and agencies. 
As a result, collaboration between Ministers and across agencies is expected and will 
be a component of how Finance Ministers and the Treasury will look at and assess 
initiatives and Budget packages.  
 

• All initiatives will also be required to present a wellbeing analysis – something your 
agencies will be working on. This involves identifying the impacts of initiatives on the 12 
wellbeing domains, the four capitals and whether the initiative adapts to or absorbs risk 
and builds resilience. This wellbeing analysis will also play a role in how we consider 
packages and make decisions through the Budget process.  
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Budget 2019 allowances are tight.  
 
• It is important that we continue to stick to the Budget Responsibility Rules. But doing 

so, while also achieving our objectives for the Wellbeing Budget, will require 
considerable effort. 
 

• After pre-commitments, we have under $2 billion operating funding per annum 
available for Budget 2019 (as at 15 October).  On the capital side, our shift to a multi-
year capital allowance will provide greater flexibility, but it will not increase the total 
amount of funding available. There have already been significant calls on the capital 
allowance as well.  

 
• The tight allowances are another reason why the prioritisation exercise of identifying 

low-value and non-priority aligning expenditure is important. We want to ensure that 
our focus is not just on marginal expenditure but also on ensuring existing expenditure 
supports this Government’s direction and priorities.  
 

• I also want to re-enforce that pre-commitments against these allowances only further 
reduce the amount that we have to spend for the Wellbeing Budget. These should only 
be considered where there is an urgent need for funding in 2018/19 and the BBC has 
been exhausted.  

 
Understanding each Minister’s approach to their initiatives for Budget 2019  

• The rest of this meeting is about you and your portfolios.  
 

• I am keen to understand your priorities, what is most important to you, and what 
initiatives you are developing with your agencies and other Ministers for Budget 2019.  
 

• I am also interested in how you are approaching the prioritisation exercise, and any 
high level areas you are considering with this.  
 

• Finally, I would like to understand how you have found the Budget process so far, and 
confirm that you have the information and support you need.  
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