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From:
Sent: Sunday, 26 May 2019 11:39 AM
To:
Cc:

Subject: Buy-back update

Categories: Action

 

 
We received a draft of the joint Minister’s paper on Friday evening. It is in reasonable shape but requires some 
further work, particularly in relation to options for any buy-back of parts, the financial implications, and being clear 
on recommendations.  
 
The KMPG report now includes three short-listed options, its initial detailed price catalogue option and two that 
discount the price catalogue for the condition of the firearm. The report doesn’t make a specific recommendation. 
As outlined below, we think the report provides a useful basis on which Ministers can take decisions that 
appropriately balance the various key factors in the scheme design.     
 
We have provided some initial feedback and expect to see a revised paper tomorrow. We have asked for the 
following Treasury comment to be inserted in the paper. We will adjust the comment, as necessary, once we have 
seen a revised version of the paper tomorrow. 
 

As identified in the KPMG advice, Ministers will need to balance a range of different factors in deciding on 
an appropriate approach to the buy-back. Treasury considers the KPMG advice puts disproportionate weight 
on firearm owners perception of value in order to maximise compliance and insufficient weight on fairness 
to taxpayers. The advice does not provide any evidence to justify the assumption that price and compliance 
are highly correlated. We expect that many firearm owners will comply with the law, irrespective of the 
compensation paid.   
 
KPMG’s advice that firearms do not significantly depreciate indicates there is not an effective second-hand 
market in operation either because there is limited trade in second-hand firearms or supply issues with 
certain types of new firearms. We therefore consider that using KPMG’s option of paying “market” price to 
be inappropriate and it disregards the fact that there is now not a legal market for such weapons in New 
Zealand. Notwithstanding this, Treasury’s considers using KPMG’s detailed pricing catalogue as a base for 
the pricing approach as being useful way to demonstrating fairness to firearm owners, but that Ministers 
should choose an option that discounts the base prices on the basis of not accepting the assumption that 
firearms do not significantly depreciate.  
 
While the depreciation-based pricing option developed by KPMG has some attraction in that it is based on 
what the Government considers fair and reasonable for business tax depreciation purposes, it is unlikely to 
be perceived as fair by firearm owners as no compensation would be paid for a firearm more than five years 
old, which may impact on the number of firearms handed in. On balance, Treasury agrees with Police that 
the best option presented is the detailed price catalogue with a discount based on three tiers of assessed 
condition. We consider discounting for condition is likely to be more reflective of a market price in a normal 
functioning market and reflects that firearm owners have enjoyed some use of the firearms. Ministers have 
the option of adjusting the 95%, 70% and 20% discount factors recommended by KPMG if they consider the 
pricing tiers do not balance the key criteria sufficiently.  
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While acknowledging the considerable uncertainty associated with the costings, Treasury considers the 
weighted average to be the most appropriate indicator of costs. The option recommended by Police and 
Treasury therefore has an estimated cost range of $75 - $233 million, with a mid-point of $131 million. 
These costs are for the firearm buy-back only and decisions taken on parts, dealer compensation, 
modification of firearms, and administration fees for collection will be in addition to this cost.   
 
Treasury also agrees with Police that paying for modification of firearms is warranted as this is likely to 
reduce the overall cost of the buy-back scheme, and is supportive of the proposed compensation scheme 
for dealers and paying a small administration fee to dealers for collecting firearms.      
 
Treasury has concerns about the potential cost of compensation for parts. It is supportive of paying 
compensation for prohibited high-capacity magazines and any other critical parts that could be used to 
convert a legal weapon into to a prohibited weapon. It does not support paying compensation for a wider 
range of parts.   

 
While Police are still working on the financial implications, the costs of modification of firearms and dealer 
compensation are not expected to be materially significant but the parts issue has the potential to significantly 
increase the cost of the buy-back and creates risks of owners stripping down firearms to maximise returns. We are 
recommending limiting the parts that are included in the buy-back and/or paying an standard average price rather 
than basing the price on the cost of the specific part. 
 
We will provide any further advice necessary following receipt of the final advice to Minister from Police. 
 

 
From:  
Sent: Wednesday, 22 May 2019 5:41 PM 
To: 
Cc: 

Subject: Buy-back meeting, Wed 29 May, 5.30pm 
 
Hi
  
The MOF and Minister Nash are meeting at 5.30-6pm next Wednesday, 29 May, to discuss the guy buy-
back.  Officials are attending. 
  
Minister Nash’s office has told us that Police will have the buy-back papers to offices on Monday 27 May, and 
Ministers have to make a decision on 29 May. 
  
Do you think it will be possible to provide advice to the MOF by Tuesday afternoon, so he can consider the advice 
alongside the papers that evening ahead of Wednesday’s meeting? 
  
Hei konā, 

  
  

 

Office of Hon Grant Robertson 
Minister of Finance 
  
Level 7.6 Executive Wing, Parliament Buildings, PO Box 18041, Wellington 6160, New Zealand 

  
  
 

[1]

[1]

[1]
[1]

[1]

[1]

[1]

[1]



3

 


