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Action Sought 

 Action Sought Deadline 

Minister of Finance (Hon Grant 
Robertson) 

Note the contents of this report. 

 

 

Associate Minister of Finance (Hon 
Dr David Clark) 

Note the suggested talking points 
for the bilateral meeting. 

4:00 p.m. Thursday 1 
November 2018 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Tim Stevenson Senior Analyst, Justice, 
Security and Government 
Services 

(wk)  

(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. 

 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 
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Treasury Report: Bilateral Discussion: Associate Minister of Finance 
(Hon Dr David Clark) and Minister of Police and 
Serious Fraud, Revenue, Fisheries and Small 
Business 

Executive Summary 

Hon Nash, across his Police and Serious Fraud, Fisheries, Revenue and Small Business 
portfolios, may seek up to  in operating expenditure and  in capital 
expenditure over the forecast period in Budget 2019. The bulk of this funding relates to the 
Police portfolio, which includes two significant cross-agency projects that Police are leading 
on behalf of other agencies.  

We have seen evidence of cross-agency collaboration in preparing initiatives. In particular, 
the work on reducing Family Violence and Sexual Violence is a good example of 
collaboration, and Police is making an active contribution. Agencies will need to continue to 
collaborate and explore the dependencies with other key work programmes, such as the 
Mental Health Inquiry and the Child and Youth Wellbeing Strategy.  

All of the agencies are still in conversations with the Minister regarding the prioritisation 
process. We understand that:  

• for the Police portfolio, the Minister is considering submitting a nil return 

• Inland Revenue (IR) has indicated it would look to identify 1% within each of its two 
appropriations, and has identified possible actions it could take in one of these, 
although IR does not recommend reprioritising spending given its challenges in 
meeting currently planned baseline reductions, and 

• the Ministry for Primary Industries has indicated five areas it could investigate for 
prioritisation within Fisheries New Zealand, but does not recommend doing so. 

You may want to reiterate that identifying prioritisation options is a prerequisite for any new 
funding sought in Budget 2019.    

The majority of initiatives have been signalled as aligning to the budget priorities. Based on 
our early understanding, a number of those are likely to have weak alignment, and may more 
appropriately be submitted as either non-discretionary cost pressures or out-of-scope. You 
may want to clarify your expectations regarding how tightly defined the budget priorities are.   

[33] [33]
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Recommended Action 

 
We recommend that you: 
 
a note that this paper provides contextual information for the initiatives likely to be 

submitted for Budget 2019 by Minister Nash across his four portfolios of Police and 
Serious Fraud, Fisheries, Revenue, and Small Business  

 
b note that the Treasury considers: 
 

i there has been good collaboration across agencies to date, but there is still a 
need to address dependencies across broader government work-programmes  

ii there are few initiatives that appear to align strongly with the Budget 2019 
priorities, though a number will likely meet the high threshold for consideration  

iii the prioritisation process across the portfolios is still in development, but that the 
Minister is considering submitting a nil return for his Police portfolio 

c note that you may want to highlight that the prioritisation exercise is a prerequisite for 
seeking new funding through Budget 2019, and 

d note the portfolio-specific talking points at the end of this report, and the general 
Budget messages attached in Annex One. 

  
 
 
 
Colin Hall 
Manager, Justice, Security and Government Services 
 
 
 
 
 
 
 
Hon Grant Robertson Hon David Clark 
Minister of Finance Associate Minister of Finance 
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Treasury Report: Bilateral Discussion: Associate Minister of Finance 
(Hon David Clark) and Minister of Police and 
Serious Fraud, Revenue, Fisheries and Small 
Business 

Purpose of Report 

2. The purpose of this report is to provide background information and advice for your 
bilateral discussion with Minister Nash at 4:00 p.m. on Thursday 1 November. 

3. This report reflects information included in the October check-in process and covers: 

• an indication of the baseline prioritisation for this portfolio  

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

• cross-agency collaboration efforts 

• further contextual information for the portfolio, and 

• talking points for your discussion with Minister Nash. 

 Baseline Prioritisation 

4. In accordance with the prioritisation guidelines agreed by Cabinet, there is a total of 
$9.426 billion in scope for prioritisation in Minister Nash’s portfolios over the period 
2019/20 to 2022/23.  This means that the 1% prioritisation target is $94.3 million. 
Annex Two provides a breakdown of possible prioritisation initiatives by portfolio. 
These figures may 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 

Police and Serious Fraud $6,010.2 million $60.1 million 

Revenue $3,326.8 million $33.3 million 

Fisheries1  $89.0 million $890 000 

Small Business2 - - 

Total  $9,426 million $94.3 million 

                                                
1 The Treasury is still working with the Ministry for Primary industries to determine the appropriate scope for 
Fisheries New Zealand. The above total does not include Fisheries policy and operational advice ($161.03M) 
under the appropriation “Development and Implementation of Primary Industries Policy Advice” because the 
Minister of Agriculture has authority over that appropriation. 
2 The Small Business portfolio has $1.45 million per annum for small business policy advice and ministerial 
servicing. Small business funding is part of the MCA Policy Advice and Related outputs, which has the Minister 
for Economic Development as the appropriation Minister. Therefore, this funding will be prioritised as part of 
Economic development. 
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New initiatives that may be submitted for Budget 2019  

5. Minister Nash, covering the Police and Serious Fraud, Fisheries, Revenue and Small 
Business portfolios, may seek up to  in operating expenditure and  

 in capital expenditure, as highlighted in the table below. Annex Two provides a 
breakdown of possible initiatives by portfolio and initiative type.   

Table 2: Overview of funding sought by Minister Nash for Budget 2019  

Portfolio  Operating (Total over 
forecast period) 

Capital (10 year total) 

Police and Serious Fraud 

Revenue 

Fisheries 

Small Business 

Total  

Cross-agency collaboration efforts 
Police and Serious Fraud 

6. The initiatives in the Police portfolio require significant collaboration across agencies.  

• The Next Generation Critical Communications. Police leads this programme 
on behalf of the emergency services to replace communications equipment. 
Police is also engaging with a number of other agencies where there are 
dependencies or potential overlaps, including the New Zealand Defence Force 
for the Network Enabled Army programme, and Crown Infrastructure Partners for 
the Mobile Black Spots investment.  

• 

• Hāpaitia – Safe and Effective Justice. The Ministry of Justice, Department of 
Corrections, and Police have been working together to develop the overarching 
strategic direction of the Hāpaitia te Oranga Tangata package to reform of the 
criminal justice system. The package presents some initiatives flowing from the 
Summit held in August, but is likely to represent initial thinking only. Further 
prioritisation and scaling of initiatives is likely to take place amongst agencies. 
There are positive signs of collaboration but agencies will need to continue 
discussions to ensure proposals can be implemented in an integrated way.  

• Reducing Family Violence and Sexual Violence. Police is an active participant 
in the cross agency package being co-ordinated by the recently established joint 
venture of the Social Wellbeing Board for reducing family violence and sexual 
violence (CAB-18-MIN-0442 refers). The Police initiatives that form part of this 
package are not included in the totals above, as the Minister of Justice on behalf 
of Under-Secretary Jan Logie and the participating Ministers will submit the 
package.  

[33]
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Revenue 

7. Inland Revenue (IR) are supporting other agencies on non-IR initiatives with tax 
implications including the following.  

• The Welfare Overhaul package, led by the Ministry of Social Development. This 
package includes a joint bid from Minister Nash and Minister Sepuloni 

. This package 
also includes an initiative to repeal the Social Security Act Section 70a which 
affects Child Support payments. Inland Revenue has been collaborating with the 
Tax Working Group, Welfare Expert Advisory Group and the Child Poverty Unit 
on this bid.  

• 

8. IR’s Tax Working Group (TWG) capability bid includes tax policy advice costs. IR has 
worked closely with Treasury’s Tax Strategy team to optimise tax policy resources to 
support the TWG. 

Fisheries 

9. We understand Minister Nash is considering two fisheries initiatives for submission.  

• 

• 

Small business 

10. As with previous Budgets, we expect any bids that support small business to come 
through Vote Business, Science and Innovation as part of Economic Development or 
Commerce and Consumer Affairs. It is therefore important that Ministers Nash, Faafoi 
and Parker are engaged with any proposed initiative.  

[33]
[33]
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Further contextual information for these portfolios 

Police and Serious Fraud 

11. Police has a well-articulated strategy focused on prevention. In addition, Police is 
active in the key sector transformation programmes.  

12. Vote Police expenditure was relatively stable between 2010 and 2017, with the only 
significant increases to baselines relating to collective bargaining settlements (ranging 
between 1% and 2% increases). The decisions to increase police officer numbers by 
880 at Budget 2017 and by a further 920 at Budget 2018 have had a significant impact 
on Vote Police expenditure which, combined with the potential impact of the 2018 
collective bargaining, will see expenditure rise to over $2 billion by around 2021/223. 

 

Reducing Family Violence and Sexual Violence (FVSV) 

13. The new joint venture is preparing a whole-of-government package for Budget 2019. 
The package is intended to drive more strategic conversations about existing and 
proposed investment across agencies, and allow for prioritisation of new funding at a 
system level, rather than within each individual portfolio.  

14. In our view, the cross-agency package is a positive initiative. Understanding the 
interdependence of initiatives across agencies is often challenging, and the joint 
venture has provided the infrastructure to better support cross-agency collaboration. 

15. The emerging FVSV package totals  over four years, and consists of 
a number of component initiatives framed under five themes for investment, set out in 
the table below. 

Initiative Indicative 4 year total ($m) 
Prevention 
Early intervention 
Integrated responses 
Specialist services 
Workforce and organisational capability 
Total 

                                                
3 The forecast numbers in the graph above were compiled by Treasury, and include the recent Cabinet 
agreement to provide funding for the 2018 collective bargaining (CAB-18-MIN-0512 refers).  

[33]

[33]
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16. Police’s input into the package is largely in the integrated response theme, 
 of the Integrated Safety Response (ISR) pilot, and in 

specialist services with initiatives such as Victim Video Statements.  

17. Interdependencies also exist across the key work programmes, such as the Child and 
Youth Wellbeing Strategy, the Mental Health Inquiry, and Oranga Tamariki’s new 
operating model, particularly in the prevention and early intervention areas.  

Revenue 

18. IR has significant reductions in baseline expenditure planned over the forecast period, 
due to its Business Transformation programme (BT). Funding was agreed by Cabinet 
in November 2015. This included a $1.053 billion contribution by the Government in 
capital and operating expenditure.  A ‘new normal’ state is expected to be reached in 
2023/24, with forecasted baseline funding of approximately $515 million.  

 

19. While the upcoming reduction in baselines are expected, they will nonetheless be 
challenging, especially given the associated headcount reductions. Expenditure 
reductions are driven by: 

• reductions in operational funding for BT as the project reaches an end in 2023/24 

• administrative savings from BT - by 2023/24 IR has committed to savings of 
$495-$580 million, largely due to reduced headcount, and  

• expiration of time-limited funding in 2019/20. 

In Budget 2018, Inland Revenue received $26.5 million funding (approximately $6.6 million 
per annum) to collect additional revenue from non-compliant customers.  

Fisheries 

20. Annual appropriated Departmental Output Expense in Fisheries has increased from 
$86 million in Budget 2014 to $101 million in Budget 2018.  This has been driven by 
funding approved in Budget 2017 and Budget 2018. 

• In Budget 2017, Fisheries received close to $30 million over four years to support 
the introduction of digital monitoring. This included $9 million of ongoing funding 
per annum. The majority of this funding is to support policy and operational 
advice related to the introduction of digital monitoring.   

• In Budget 2018, Fisheries received close to $8 million over four years for 
modernising the fisheries system. This included $2 million of ongoing funding per 
annum. 

  

[33]
[33]

[33]
[33]
[33]
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21. Departmental expenses are forecast to decrease by about $8 million by Budget 2020. 
This is due to an expected decrease in policy and operational advice spending (about 
$3 million), and spending on enforcement and monitoring and fisheries management 
(about $5 million).  

 

22. [33]
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Talking points for your discussion with Minister Nash 

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

24. Police and Serious Fraud 

• Reiterate that the prioritisation exercise is a requirement of the Budget process, 
particularly if the Minister is seeking new funding.  

• Indicate that, for particularly large investments 
, it will be important to develop scaling and phasing 

options. 

• Acknowledge the collaboration efforts of the agencies and Ministers involved in 
the cross agency packages, particularly relating to Family Violence and Sexual 
Violence, and Hāpaitia. 

• Indicate your expectations around the importance of classifying iniatiatives 
correctly under the priority-aligning, non-discretionary cost pressure, and out-of-
scope categories. 

25. Revenue 

• Note that IR has significant reductions in its baseline over the forecast period as 
Business Transformation investment comes to fruition. 

• Offer your support for IR as it enters release 3 of Business Transformation, and 
underline that you expect IR to deliver on planned cost and headcount 
reductions, which were central to the business case for Business 
Transformation’s $1.3 billion Crown investment. 

• Discuss IR’s capability initiative for supporting and implementing Tax Working 
Group related changes, noting that initial estimates of  appear high, 
and you would expect to see robust costings before supporting additional 
funding. 

• 

26. Fisheries 

• Indicate that you expect Fisheries initiatives for Budget 2019 to align with 
changes to the regulatory regime, for which Minister Nash intends to undertake 
consultation in the coming months.   

• Indicate that you will also be seeking to understand how Fisheries New Zealand 
plans to manage new initiatives while it is still in the process of implementing 
digital monitoring and undertaking a review of the fisheries management system.  

• 

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

Police and Serious Fraud (excluding family violence and sexual violence) 

 $ millions  
Initiative type  Initiative  Operating 

funding (total 
over forecast 

period) 

Capital 
funding (10 
year total) 

Initial comment on 
initiative 

Supporting a thriving nation in 
the digital age through 
innovation, social & economic 
opportunities 

Radio Assurance 
for Emergency 
Services 

 Unlikely to have strong 
alignment to the 
priorities, but there 
may be a good case for 
some investment. 

Supporting a thriving nation in 
the digital age through 
innovation, social & economic 
opportunities 

Next Generation 
Critical 
Communications  

 It will be important to 
develop options for 
phasing and scaling. 

Total for priority-aligning 
initiatives 

  

Non-discretionary cost 
pressure 

CEA shortfall 
funding  

127.4  On 22 October Cabinet 
approved this funding 
as a pre-commitment 
against Budget 2019. 

Non-discretionary cost 
pressure 

Serious Fraud: 
baseline 
pressure 

It appears only some 
aspects of this 
proposal would be 
non-discretionary. 

Total non-discretionary cost 
pressures 

 131.2 0.1  

Out-of-scope Serious Fraud: 
Anti-Corruption 
Work 
Programme 
 

Total for Police and Serious Fraud  

 

[33]
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• We understand that the Minister’s current preference is to submit a nil return for the 
prioritisation exercise. Given the significant new funding being sought through Budget 
2019, it will be important to reiterate that the prioritisation process is a requirement that 
was agreed to by Cabinet.  

• Within Vote Police, personnel-related expenses represent 70% of total expenditure, 
which to a degree is fixed due to current commitments to the number of sworn officers. 
A further 10% related to depreciation and capital charge costs. Any prioritisation would 
therefore likely focus on the other 20% of operating expenditure. 
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Revenue 
 
Funding sought 

$ millions  

Initiative type  Initiative  Operating 
funding 

(total over 
forecast 
period) 

Capital 
funding (10 
year total) 

Initial comment on initiative  

Supporting a thriving 
nation in the digital 
age through 
innovation, social & 
economic 
opportunities 

Supporting the 
policy design, 
implementation 
and on-going 
delivery of the Tax 
Working Group’s 
recommendations 

The actual level of funding will be 
dependent on the Government’s 
decisions relating to TWG – we 
therefore anticipate this 
initiative being a tagged 
contingency. Treasury has not 
yet seen underlying costing 
assumptions, but our initial view 
is that it may be over-costed. 

Total for Revenue  

 

Revenue raising initiatives  

Initiative Type Initiative  Tax Revenue Comment 

Out-of-scope Apply GST to cross-
border 
telecommunication 
“roaming” services 

(75.0) 

Total revenue 
raising initiatives 

  

 

Prioritisation for Revenue portfolio  

 $ millions  

Initiative Operating funding 
(total over forecast 

period) 

Capital 
funding (10 
year total) 

Initial comment on initiative 

Reprioritise contingency 
funding for Transformation 
multi-year appropriation 
(MYA). 

11.2 0 

0 IR are yet to identify specific 
actions/areas of spend within this 
appropriation to achieve the 1% 
prioritisation. 

Total Prioritisation  0  

 

[33] [33]
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Fisheries 
 
Funding Sought $ millions  
Initiative type  Initiative  Operating 

funding (total 
over forecast 

period) 

Capital 
funding (10 
year total) 

Initial comment on 
initiative 

 

The Treasury is still working with the Ministry for Primary industries to determine the 
appropriate prioritisation scope for Fisheries New Zealand.  

At the 23 October check in, the Ministry for Primary Industries indicated it could investigate 
five areas for prioritisation within Fisheries, but does not recommend doing so.  The Treasury 
has reminded the Ministry for Primary industries that identifying areas for prioritisation is a 
prerequisite before additional funding is considered. 

 

 

 

 

 

[33]
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Small Business 
  $ millions  

Initiative type  Initiative  Operating 
funding (total 
over forecast 

period) 

Initial comment on 
initiative.  

Supporting a thriving 
nation in the digital age 
through innovation, 
social and economic 
opportunities 

Business Connect – 
Digitally connecting 
business with central 
and local 
government 

7.1  

Total priority-aligning  7.1  
Non-discretionary cost 
pressure  

Small business 4.4  

Non-discretionary cost-
pressure total 

 4.4  

Total for Small Business 11.5  

 
There is a third bid ‘Ongoing NZBN Operation and Stewardship’ for $14 million over the 
forecast period. This bid will likely be a technical initiative, with third party funding.  
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