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Treasury Report:  Bilateral Discussion: Minister of Finance and Minister 
Shane Jones 

Date: 29 October 2018 Report No: T2018/3110 

File Number: SH-11-1-2 

Action Sought 

 Action Sought Deadline 
 

Minister of Finance (Hon Grant 
Robertson) 

Note the contents of this report; 
Agree to raise the talking points at 
paragraph 22; and Refer a copy to 
Hon Dr David Clark. 

Before 8.00am on Wednesday 
31 October   

Associate Minister of Finance (Hon 
Dr David Clark) 

Note the contents of this report Before 8.00am on Wednesday 
31 October   

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Erwin Ricketts Analyst, Transition and 
Regional Economic 
Development 

 N/A 

(mob) 

 

Natalie Labuschagne Manager, Transition and 
Regional Economic 
Development  

(wk) N/A 

 

 

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

Return the signed report to Treasury. 

Refer to AMoF Clark 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 
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Treasury Report: Bilateral Discussion: Minister of Finance and 
Minister Shane Jones 

Purpose of Report 

1. The purpose of this report is to provide background information and advice for your 
bilateral discussion with Minister Shane Jones at 8.00 a.m. on Wednesday 31 October. 
His portfolios are Regional Economic Development (“RED”), Forestry, and 
Infrastructure.  

2. Note that we do not expect RED to be discussed at this bilateral meeting.1 We are not 
aware of any further RED initiatives expected to be funded from Budget 2019.  

3. This report has been prepared without the agency’s input, and relies heavily on the 
Vote Teams’ knowledge of the portfolio.  

4. 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;  

• An assessment of cross-agency collaboration efforts; and 

• Specific talking points to raise with Hon Jones.  

4. For completeness, the generic Budget talking points are also attached as Annex One. 

Baseline Prioritisation 

5. Following the prioritisation guidelines agreed to by Cabinet, there is a total of $725 
million in scope for prioritisation in Minister Jones’ portfolios over the period 2019/20 to 
2022/23. This excludes the Infrastructure portfolio as there are currently no in-scope 
appropriations for which the Minister for Infrastructure is responsible. 

6. This means that the 1% prioritisation target is $7.253 million. Annex Two provides a 
breakdown of possible prioritisation initiatives by portfolio. Note that these figures may 
change following the completion of the October Baseline Update exercise.  

 
Portfolio  Total in scope for 

prioritisation 
1% Target 

RED $297.937m $2.979m 

Forestry $427.405m $4.274m 

Infrastructure NIL NIL 

Total  $725.342 million $7.253 million 

                                                
1 RED initiatives are funded through the Provincial Growth Fund (PGF). Recently Cabinet agreed to 
appropriate the balance of the PGF. Given that a total of $3 billion has now been appropriated, no 
further PGF related charges on future Budget allowances are expected (DEV-18-MIN-0235).  
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7. For Vote Forestry prioritisation, $4.274m over the forecast period is proposed to be 
drawn from forestry grants and programmes (particularly the Hill Country Erosion Fund) 
and the operational management of Crown Forests. We note, however, that the One 
Billion Trees programme is a Government priority, and Cabinet only recently increased 
funding for forestry grants.  

8. If prioritisation is sought in the RED portfolio, this funding could be drawn directly from 
the unallocated proportion of the PGF within the Regional Economic Development: 
Provincial Growth Fund MCA. We note, however, that all of the RED Portfolio 
appropriations count towards the PGF, and prioritising from this portfolio would reduce 
the allocation to the PGF below $3 billion. 

New initiatives that may be submitted for Budget 2019  

9. See below a table summarising the total funding expected to be sought from Budget 
2019. Note that these figures are only estimates, and are likely to change. 

Regional Economic Development 

10. As noted earlier, we are not expecting any new initiatives for Budget 2019 within the 
RED portfolio. 

Forestry  

11. No initiatives for new funding were submitted in the October check-in. We understand 
Minister Jones plans to seek funding for one initiative as a pre-commitment against 
Budget 2019 via a Cabinet paper in late November 2018 (i.e. not through the Budget 
process). This paper will seek funding to establish Te Uru Rākau (Forestry New 
Zealand) as a stand-alone government department. Current costs for this initiative are 
estimated at  operating, and  capital in new funding. 

12. Cabinet has previously agreed that longer-term institutional arrangements for Te Uru 
Rākau would be considered in later 2018, and Minister Jones was invited to report 
back to Cabinet in November 2018 with a business case (DEV-18-MIN-0165 refers). 
The Treasury recommends that rather than via Cabinet pre-commitment, funding for 
this initiative should be sought via a Budget bid in the Budget 2019 process. We are 
unaware of any reasons why this initiative cannot be deferred until Budget – though 
that would delay when the new department would be stood up (if the initiative were 
successful).  

Budget 2018 funding and the scale up of Te Uru Rākau  

13. A $15 million contingency was established in Budget 2018 to cover the first year of 
scaling up Te Uru Rākau.  of this funding has already been drawn down. 
The balance of this contingency is not enough to cover the future costs associated with 
the scale up of Te Uru Rākau. 

Portfolio  Operating (Total over 
forecast period) 

Capital (10 year total) 

RED - - 

Forestry 

Infrastructure    $1.0 million  

Total   

[33] [33]

[33] [33]

[33]

[33]

[33]

[33]



 Treasury Report: Bilateral Discussion: Minister of Finance and Minister Shane Jones Page 4 

14. Also note that funding for Te Uru Rākau is beyond scope of the PGF. While the scale 
up of Te Uru Rākau supports the One Billion Trees programme (which is a priority of 
the PGF, receiving $481 million to date), it is not directly within scope of the PGF: Te 
Uru Rākau’s objectives are wider than regional growth and productivity.  

Infrastructure 

15. An initiative in relation to establishing a new independent infrastructure body to lift the 
quality of infrastructure investment, was submitted in the October check-in, in line with 
an in-principle decision by Cabinet.   

16. This item was included for discussion for your 24 October bilateral with Hon Dr David 
Clark in relation to the Finance portfolio (as at the time the briefing for that meeting was 
prepared it was uncertain which portfolio this would sit under).  As discussed at the 
bilateral, indicative estimates suggest the new body will require operating funding of up 
to .  This will be refined over the coming months.  

Cross-agency collaboration efforts 

17. You have indicated that collaboration will be a central feature of Budget 2019. In 
scaling up Te Uru Rākau, the Ministry for Primary Industries has consulted with 
Treasury and SSC, and through an External Advisory Group.  

18. In respect to the Infrastructure initiative, the new infrastructure body will improve how 
we coordinate and plan infrastructure, make the most of the infrastructure we already 
have, and plan long-term to ensure our investment delivers what we need, where and 
when we need it. Consequently, significant cross-agency collaboration has been 
undertaken by Treasury officials in the development of advice. 

19. An officials reference group was established through the Infrastructure Institutional 
Settings Review (IISR) who remain connected to the ongoing establishment and policy 
processes. The aim of this group is to build a consensus of the problem definition and 
assist the Treasury in the development of policy advice. 

20. The IISR officials reference group includes representatives from the New Zealand 
Defence Force, the Ministry of Education, the Ministry for Business, Innovation & 
Employment, the Ministry of Health, the Department of Corrections, the Ministry of 
Transport, the Department of Internal Affairs, the Department of the Prime Minister and 
Cabinet (DPMC), Statistics New Zealand, the Ministry for the Environment, and SSC.  

21. The Treasury is also undertaking public consultation on the proposed objectives and 
functions in October 2018. 

Talking points for your discussion with Minister Jones 

22. You may wish to raise the following at the bilateral: 

• Would prioritisation of the operational management of Crown forests funding 
impact the Crown’s commercial return on its forests? 

• What is driving the  operating, and  capital cost of establishing, 
and scaling up Te Uru Rākau? Are there any scaled options available? 

• Is there any risk in delaying funding for the scale up of Te Uru Rākau until Budget 
2019 decisions (May 2019)? If not, can funding for this initiative be sought as a 
Budget bid rather than the currently propose Cabinet paper? 

[33] [33]
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• If the Cabinet paper is still sought, are there opportunities to agree in-principle, 
with confirmation of final funding to be agreed when other Budget 2019 decisions 
are made? 

Recommended Action 

 
We recommend that you: 
 
a note the contents of this briefing; 
 
b note that the Infrastructure bid seeking funding to establish an independent 

infrastructure body has previously been agreed in-principle by Cabinet; 
 
c agree to raise the talking points noted at paragraph 22; 
 

agree / disagree 
 
d refer a copy of this briefing to Hon Dr David Clark; 
 

refer / do not refer 
 
 
 
 
 
Natalie Labuschagne 
Manager, Transition and Regional Economic Development 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 

 

 

 

 

 

 
 
 
 



 Treasury Report: Bilateral Discussion: Minister of Finance and Minister Shane Jones Page 6 

Annex One: 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 $2 billion 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 
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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. 
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Annex Two: Funding Sought and Prioritisation review by Minister 
Jones by Portfolio  

Forestry 

 $ millions  
Initiative type  Initiative  Operating 

funding 
(total over 
forecast 
period) 

Capital 
funding 
(10 year 
total)  

Initial comment on 
initiative.  

Priority-aligning 
(creating opportunities 
for productive 
business, regions, iwi 
and others to 
transition to a 
sustainable and low-
emissions economy) 

Establishing Te 
Uru Rākau  
(Forestry New 
Zealand) as a 
stand-alone 
government 

  Minister Jones 
proposes to seek 
this funding as a 
pre-commitment 
against Budget 
2019, rather than 
via a Budget bid.  
 
Treasury 
recommends this 
should be 
submitted as a 
Budget bid and the 
sought funding be 
interrogated further.  

Total for Forestry   
 

Prioritisation for Forestry portfolio  
Initiative Operating funding 

(total over forecast 
period) 

Initial comment on 
initiative. 
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Infrastructure (note there is no in-scope prioritisation) 

 $ 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 
New 
Zealand’s 
infrastructure 
outcomes, a 
new 
independent 
infrastructure 
body 

1.000 Cabinet has 
agreed in-
principle to 
establish by 
mid-2019 a new 
body to lift the 
quality of 
infrastructure 
investment.  
Potentially 
scalable. 

Total for Infrastructure  1.000  
 

Regional Economic Development (note that no new initiatives are expected) 

Initiative Operating funding 
(total over forecast 
period) 

Initial comment on 
initiative. 

Regional Economic Development: 
Provincial Growth Fund  

$2.979m Reducing this 
appropriation does 
not present service 
delivery risks, 
however, it would 
reduce the PGF 
below $3 billion.   

Total Prioritisation  $2.979m  
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