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Treasury Report:  Treasury Report: Bilateral Discussion: Associate Minister 
of Finance (Hon David Clark) and Minister of Commerce 
and Consumer Affairs, Broadcasting, Communications 
and Digital Media, Customs, and Civil Defence 

Date: 26 October 2018 Report No: T2018/3077 

File Number: SH-11-2-5-1 

Action Sought 

 Action Sought Deadline 

Minister of Finance (Hon Grant 
Robertson) 

Note the contents of this report 30 October 2018 

Associate Minister of Finance (Hon 
Dr David Clark) 

Note the contents of this report 

Raise the talking points at the 
bilateral meeting with Minister Faafoi 

30 October 2018 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Sam Grayling Senior Analyst – Skills, 
Employment, and 
Enterprise 

 

(wk) 

N/A 

(mob) 

 

Andrew Rutledge Manager – Skills, 
Employment, and 
Enterprise 

 

(wk) 

N/A 

(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: Treasury Report: Bilateral Discussion: Associate 
Minister of Finance (Hon David Clark) and Minister 
of Commerce and Consumer Affairs, Broadcasting, 
Communications and Digital Media, Customs, and 
Civil Defence 

Executive Summary 

There is a total of $1.3 billion in scope for prioritisation in Minister Faafoi’s portfolios, which 
means the 1% prioritisation target is $13 million across the forecast period. In the October 
check-in, Minister Faafoi submitted bids totalling  operating and  
capital expenditure over the forecast period. 

Talking points for the meeting with Minister Faafoi include: 

• What are his plans for prioritisation across his portfolios? 

• What options for scaling and deferring exist across the budget bids submitted at 
the October check in? 

• What are the Minister’s top priorities for Budget 2019? 
 

Recommended Action 

We recommend that you: 
 

a Note the contents of this report 
 
b Raise the talking points at the bilateral meeting with Minister Faafoi 

 
 
 
 
 
Andrew Rutledge 
Manager Skills, Employment, and Enterprise 
 
 
 
 
 
Hon Dr David Clark 
Associate Minister of Finance 
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Treasury Report: Treasury Report: Bilateral Discussion: Associate 
Minister of Finance (Hon David Clark) and Minister 
of Commerce and Consumer Affairs, Broadcasting, 
Communications and Digital Media, Customs, and 
Civil Defence 

Purpose of Report 

1. The purpose of this report is to provide background information and advice for your 
bilateral discussion with Minister Faafoi at 5 p.m. on Tuesday 30 October. 

2. This report has been prepared with input from the Ministry of Business Innovation and 
Employment (MBIE), Customs, the Ministry for Culture and Heritage (MCH), and the 
Department of Prime Minister and Cabinet. 

3. The report 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 

• talking points for your discussion with Minister Faafoi. 

Baseline Prioritisation 

4. Following the prioritisation guidelines agreed by Cabinet, there is a total of 
 in scope for prioritisation in Minister Faafoi’s portfolios over the period 2019/20 

to 2022/23.  This means that the 1% prioritisation target is . Annex One 
provides a breakdown of possible prioritisation initiatives by portfolio. Note that these 
figures may change following the completion of the October Baseline Update exercise.  

Table 1: Baselines in scope for prioritisation by portfolio  
Portfolio  Total in scope for 

prioritisation 
1 % Target 

Commerce and 
Consumer Affairs 

Broadcasting, 
Communications and 
Digital Media  

Customs 

Civil Defence 

Total  
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Commerce and Consumer Affairs 

5. The Minister of Commerce and Consumer affairs did not submit any initiatives for 
prioritisation through the October check in. 

6. Treasury understands the Minister is concerned providing funding for prioritisation may 
undermine regulatory systems or previous budget processes, because: 

• Third party revenue funds over half of this portfolio and is therefore out of 
scope for prioritisation.  

• The three largest remaining appropriations have received budget funding to 
support regulatory regimes and cost pressures, in the previous three Budgets. 

• Litigation funding provides a significant portion of the remaining funding. Any 
litigation fund reduction will reduce the resources available to take action, and 
therefore could reduce the credibility of the Commerce Commission pursuing 
action. 

7. Treasury acknowledges supporting prioritisation without undermining regulatory 
systems or previous budget processes will be difficult. Making funding available for 
prioritisation should only be done if these risks are managed.  

Broadcasting, Communications and Digital Media  

8. 

9. 

Customs 

10. Vote Customs also includes a non-departmental appropriation for $8 million per year, 
which is an initial write-down of forecast tax receivables. On consideration of 
accounting principles, this appropriation was considered to be outside of the 
prioritisation exercise.  

11. Treasury understands the Minister intends to achieve the prioritisation target within the 
Customs portfolio through an increase in cost recovery fees. 

Civil Defence  

12. The Minister has provided a number of options for the full $0.709 million sought 
through the 1% prioritisation exercise.  These are outlined in Annex One. 
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New Initiatives that may be submitted for Budget 2019 

13. Minister Faafoi, covering the Commerce and Consumer Affairs, Broadcasting, 
Communications and Digital Media, Customs, and Civil Defence portfolios, may seek 
up to $477.550 million in operating expenditure and $40.000 million in capital 
expenditure, as per the table below. Annex One provides a breakdown of possible 
initiatives by portfolio and initiative type.   

     Table 2: Overview of funding sought by Minister Faafoi for Budget 2019:  
Portfolio  Operating (Total over 

forecast period) 
Capital (10 year total) 

Commerce and Consumer 
Affairs 

Broadcasting, 
Communications and Digital 
Media 

Customs 

Civil Defence 

Total  

14. Further contextual information for these portfolios is provided in Annex Three. 

Cross-Agency Collaboration Efforts 

15. You have indicated that collaboration will be a central feature of Budget 2019. The 
initiatives in this portfolio require some collaboration across agencies.  

Commerce and Consumer Affairs 

16. MBIE are developing bids in consultation with the Commerce Commission – who will 
be responsible for their delivery.  

Broadcasting, Communications and Digital Media  

17. We understand MCH is working closely with Radio NZ and NZ On Air in relation to the 
respective initiatives.  We expect that relevant agencies will also be consulted to check 
how any funding component for increased Te Reo content fits with the overall Māori 
language strategy.  

Customs 

18. 
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19. New Zealand Customs has indicated that it will consult the New Zealand Police and 
Department of Internal Affairs in developing its Combating Cross-border Child 
Exploitation initiative.  

Civil Defence  

20. Ministry of Civil Defence and Emergency Management is collaborating with
State 

Services Commission in relation to the replacement National Emergency Management 
Agency initiative.  
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Annex One: Funding Sought and Prioritisation review by Minister 
Faafoi by Portfolio  

Commerce and Consumer Affairs  

 $ millions  
Initiative type  Initiative  Operating funding 

(total over forecast 
period) 

Capital 
funding (10 
year total)  

Initial comment 
on initiative.  

Priority-aligning 
(Supporting a thriving 
nation in the digital 
age through 
innovation, social and 
economic 
opportunities) 

Improving 
consumer 
protection 
under the 
Credit 
Contracts and 
Consumer 
Finance Act 

16.000 - Cabinet has 
agreed direction. 
Funding is 
required for initial 
set up costs and 
ongoing 
enforcement, 
monitoring, and 
engagement. 

Total for Commerce and Consumer 
Affairs 

 

 

No initiatives for prioritisation were submitted at October Check in.  
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Broadcasting, Communications and Digital Media 

 $ millions  
Initiative type  Initiative  Operating funding 

(total over forecast 
period) 

Capital 
funding (10 
year total)  

Initial comment 
on initiative.  

Priority-aligning 
(Supporting a thriving 
nation in the digital 
age through 
innovation, social and 
economic 
opportunities) 

CERT NZ 
Cyber Security 
Funding 
(Service 
Delivery) 

- Nil. 

Priority-aligning 
(Supporting a thriving 
nation in the digital 
age through 
innovation, social and 
economic 
opportunities) 
Priority-aligning 
(Lifting Maori and 
Pacific incomes, skills 
and opportunities) 

Priority-aligning 
(Supporting a thriving 
nation in the digital 
age through 
innovation, social and 
economic 
opportunities) 
Total for priority-
aligning initiatives 
Out-of-scope Building RNZ - 

the 
cornerstone 
of public 
media in 
Aotearoa 

Scalable and 
potentially 
deferrable. 

Out-of-scope Investing in 
Identity 

Scalable and 
potentially 
deferrable. 

Total out-of-scope - - 
Total for Broadcasting, 
Communications and Digital Media 

- 
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Broadcasting, Communications and Digital Media Portfolio: Potential Prioritisation Source(s)  

 $ million  
Initiative Operating funding 

(total over forecast 
period) 

Initial comment on initiative 

Public Broadcasting Services 5.391 Baseline funding amounts to $135 
million p.a.  Scaling back by 
$1.348 million p.a. would yield 
the full $5.391 million sought 
through the 1% prioritisation 
exercise.  But note that significant 
new funding is also being sought 
in this area.  

Total Prioritisation  5.391  
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Customs 

 $ millions  
Initiative type  Initiative  Operating funding 

(total over forecast 
period) 

Capital 
funding (10 
year total)  

Initial comment 
on initiative.  

Priority-aligning 
(Improving child 
wellbeing) 

Combating 
Cross-border 
Child 
Exploitation 

Working with DIA, 
Police and Oranga 
Tamariki to 
reduce 
objectionable 
materials crossing 
the border. 

Total for priority-
aligning initiatives 

  

Non-discretionary cost 
pressure 

Addressing 
Customs 
Funding 
Shortfall – 
Low Value 
Goods 

Result of Cabinet 
decision to move 
to an offshore 
supplier 
registration 
system to collect 
GST on goods 
under $1,000 in 
value, leading to 
reduction in fee 
recovery. 

Total for non-
discretionary cost 
pressures 

  

Total for Customs  

 

Prioritisation for Custom portfolio  

Initiative Operating funding (total 
over forecast period) 

Initial comment on 
initiative. 

Cost savings through cost recovery review 2.767   

Total Prioritisation  2.767   
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Civil Defence 

 $ millions  
Initiative type  Initiative  Initial comment on 

initiative 

Out-of-scope National Emergency 
Management Agency 

Deferrable. Will be 
helpful to provide 
cheaper options 
involving less 
structural change. 

Out-of-scope 

Out-of-scope Recommendation of 
TAG review to 
enhance emergency 
preparedness. 

Out-of-scope 

Out-of-scope 

Total out-of-
scope 

  

Total for Civil Defence Portfolio  
 

Civil Defence Portfolio: Potential Prioritisation Source(s)  

 $ millions  
Initiative Operating funding 

(total over forecast 
period) 

Initial comment on initiative 

Total Prioritisation  1.160  
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Annex Two: 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  
o Collaboration  
 

• We can’t 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.  

 



 

 
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  operating 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 won’t 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’m keen to understand your priorities, what is most important to you, and what 
initiatives you’re developing with your agencies and other Ministers for Budget 2019.  
 

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

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

 
Talking points for your discussion with Minister Faafoi 

Commerce and Consumer Affairs 

• What options could be available for prioritisation? 

Civil Defence portfolio 

• What are the options for scaling and deferring the 
 initiative? 

• What are the options for scaling, deferring, and third party funding, for the 
 initiative?  
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Broadcasting, Communications and Digital Media portfolio 

• What are the options for scaling or deferring the new funding initiatives for 
?  Would it be sufficient to ensure the 2018/19 baseline level, which 

included one-off Budget 2018 new funding (  increase), is maintained?   

• Are these bids appropriately categorised as priority-aligning?  

• What are Minister Faafoi’s priorities for the public media component of this portfolio? 

• What process is MCH working through (in conjunction with MBIE) to meet the 1% 
prioritisation target? 
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Annex Three: Further Contextual Information for these Portfolios  

Commerce and Consumer Affairs  

21. On 20 September, DEV agreed a number of changes to Consumer Credit regulation 
and noted the Minister of Commerce and Consumer affairs would submit a budget bid 
of $4m per annum to fund enforcement, education, and advocacy to support these 
changes.  

Customs 

22. Over the last ten years, there have been cost pressures on Customs’ baseline related 
to pay increases and other price movements.  This has occurred in the context of 
increased volumes of trade and travellers. 

23. These increased costs have been absorbed in large part through finding smarter ways 
of delivering services, for example, the introduction of eGates to electronically clear 
passengers. 

24. New Zealand Customs is funded through a combination of Crown, Departmental and 
third-party revenue, with Crown funding making up just over a third of Customs’ 
baseline. The majority of funding comes through cost recovery fees. Customs is 
undertaking a review of its cost recovery regime, which is expected to report to Cabinet 
early in 2019. One element of this review is ensuring that costs fall on the parties that 
directly benefit from or generate the need for Customs’ services. 

25. In Budget 2016, Customs received $48.940 million in new funding across the forecast 
period to improve the effectiveness of the border sector and modernise the Customs 
workforce. In Budget 2018, Customs received $58.929 million in new funding across 
the forecast period to disrupt drug smuggling and a pilot to reduce customs delays for 
exporters. Despite this, Crown funding for Vote Customs reduced by almost forty 
percent between 2014/15 and 2016/17 and was offset by more than doubling third 
party revenue. 

Civil Defence Portfolio 

26. The Civil Defence portfolio is one of four portfolios in Vote Prime Minister and Cabinet.  
It comprises both departmental and non-departmental baselines.  

27. Core departmental baseline funding for the Civil Defence portfolio is provided through 
the ‘Emergency Management’ multi-category appropriation.  The baseline is currently 
around $16 million per annum. It was increased by $1.8 million per annum in Budget 
2016 for increased capability and capacity.  Despite this, the baseline has come under 
increasing pressure over recent years, reflecting: 

• lack of capacity (as evidenced by the recent Technical Advisory Group’s 
(TAG) review into how New Zealand responds to natural disasters and 
emergencies), exacerbated by an increasing number of weather-related and 
other emergency events impacting New Zealand in recent years 

• increased expectations from stakeholders as a result of the TAG review.  

28. The Government recently agreed to adopt many of the recommendations of the TAG 
report into how New Zealand responds to natural disasters and emergencies.  
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29. In addition to agreeing new funding for immediate implementation of some 
programmes, Cabinet agreed funding for development of Stage 1 business cases 
around a potential National Emergency Management Facility to replace the current 
Beehive bunker, and a common operating picture to provide a unified view to decision 
makers about responses.  Funding for a Stage 2 business case for the National 
Emergency Management Facility is being sought through Budget 2019, but the 
common operating picture will not be ready for Stage 2.  

30. Non-departmental baseline funding for the Civil Defence portfolio is around $6 million 
per annum. Of this, $5 million is for expenses associated with the Crown reimbursing 
local authorities for eligible response and recovery costs following an emergency event, 
which are paid under permanent legislative authority.  This figure is necessarily only a 
forecast and fluctuates from year to year depending on the number and severity of 
emergency events (e.g. it was $65 million in 2016/17 following the Kaikoura earthquake 
and $15 million in 2017/18 following the Edgecumbe and other weather events). 
Excluding one-off funding decisions (e.g. contributions towards Kaikoura harbour and 
three waters) this leaves a core ‘discretionary’ baseline of around $1.3 million per 
annum comprising grants to local authorities for emergency preparedness and mayoral 
relief funds.    

Broadcasting, Communications and Digital Media Portfolio  

31. Funding for the Broadcasting, Communications and Digital Media portfolio is spread 
across two votes, namely Vote Arts, Culture and Heritage (programmes and content), 
and Vote Business, Science and Innovation (spectrum management, regulation, etc.). 
The larger component is in Vote Arts, Culture and Heritage and comprises the single 
non-departmental output expense item “Public Broadcasting Services” of $135 million 
per annum. This provides for the purchase of content through NZ On Air (with around 
$40 million specifically earmarked for Radio NZ). 

32. This baseline has been relatively steady since 2014/15, with an increase of $3 million 
per annum from 2017/18 in Budget 2017 for a Radio NZ-related initiative.  In Budget 
2018 $15 million was set aside in tagged contingency for 2018/19 only, pending advice 
from the Advisory Group on Public Media on how this should be allocated.  Acting on 
that advice, Cabinet agreed earlier this year to draw down $14.5 million into the Public 
Broadcasting Services appropriation for 2018/19 to fund a number of one-off NZ On Air 
and Radio NZ initiatives.  This 2018/19 peak is evident in the baseline trends graph for 
the Broadcasting, Communications and Digital Media portfolio (Vote Arts, Culture and 
Heritage component) illustrated below: 
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