Reference: 20190564

TE TAI OHANGA
THE TREASURY

19 September 2019

Thank you for your Official Information Act request, received on 22 August 2019. You
requested:

| am seeking the following information under the Official Information Act.

From Treasury a copy of the advice to the Minister if Finance on all Cabinet
Papers relating to the mycoplasma bovis.

Information being released

Please find enclosed the following documents:

Item | Date Document Description Decision
1. Aide Memoire: Advice regarding
12 February 2018 | the Mycoplasma Bovis biosecurity Release in part
response
2. Aide Memoire: Advice Concerning
23 March 2018 Upcoming Mycoplasma Bovis Release in part
Response Decisions
3. Aide Memoire: Advice on
29 March 2018 Rel [ rt
are Mycoplasma Bovis Cabinet Paper cleasein pa
4. | 3 April 2018 Pre-cab briefing 3 April 2018 Release in part
5. Treasury Report: Advice on
21 May 2018 Mycoplasma Bovis Management Release in part
Options
. M Bovi il to MoF offi
6 25 May 2018 c,)\,lls (emai c,) or office Release in part
detailing our advice)
. Final Pre- Briefing 28 M
7| 28 May 2018 2:)”138 re-Cab Briefing 28 May Release in part

1 The Terrace
PO Box 3724
Wellington 6140
New Zealand

tel. +64-4-472-2733

https://treasury.govt.nz



8. Final Pre-Cab Briefing 11 June

19 June 2018 2018 Release in part

9. Treasury Report: Briefing for Release in part
Cabinet Economic Development
Committee Wednesday, 1 August
2018

27 July 2018

| have decided to release the relevant parts only of the documents listed above, subject
to information being withheld under one or more of the following sections of the Official
Information Act, as applicable:

o personal contact details of officials, under section 9(2)(a) — to protect the privacy
of natural persons, including that of deceased natural persons,

o advice still under consideration, section 9(2)(f)(iv) — to maintain the current
constitutional conventions protecting the confidentiality of advice tendered by
Ministers and officials,

o names and contact details of junior officials and certain sensitive advice, under
section 9(2)(g)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions,

o direct dial phone numbers of officials, under section 9(2)(k) — to prevent the
disclosure of information for improper gain or improper advantage.

o section 9(2)(i) — to enable a Minister of the Crown or any department or
organisation holding the information to carry out commercial activities without
prejudice or disadvantage,

o s9(2)(j) — to enable a Minister of the Crown or any department or organisation
holding the information to carry on, without prejudice or disadvantage,
negotiations (including commercial and industrial negotiations).

Some information has been redacted because it is not covered by the scope of your
request. This is because the documents include matters outside your specific request.

Direct dial phone numbers of officials have been redacted under section 9(2)(k) in
order to reduce the possibility of staff being exposed to phishing and other scams. This
is because information released under the OIA may end up in the public domain, for
example, on websites including Treasury’s website.



In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.

Please note that this letter (with your personal details removed) and enclosed
documents may be published on the Treasury website.

This reply addresses the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

Gwen Rashbrooke
Manager
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Reference:  T2018/273 SH-12-3-3

Date: 12 February 2018

To: Minister of Finance (Hon Grant Robertson) &
Yo
‘\‘\f@

Deadline: 12 February 2018 & < g

Aide Memoire: Advice regarding t Mygoplas
biosecurity response % | /\\\
QB}?S urity at %Tdesday 13

February. The Minister will be di: iy ”Cabine@ ions that are necessary
for the Ministry for Primary Industrie P1”) to/ggrltin\ funding its response to

Mycoplasma Bovis (“M Bovis i %Briefing W§ ut the key funding issues
associated with these decigi&n&,/énd their relati ip to the Budget process.

-\ )
First Decision - 5 March: & tinue gce%\fesponse
2. Two options wi,H/nted to hﬁéﬁt/on March 5:
a. Conti?u\grt;ﬁpbnse —-re g at least $85m new funding. This
co is%s*$<§§m operational.costs and $50m compensation’. MPI
a \‘€§ that it m ed to seek further funding to cover additional
co ation liabilitie urred under this option.

1. You are meeting with the Minister

e

se resp@h\@muiring $62m new funding. This comprises $12m
eration%&%{gaﬁd $50m compensation resulting from the response to

—date MPic meet these costs within its baseline. This option presents

furthér costs.
no %&}sts
3. For ti asons, it is not practical to make this initial decision through the

Bu ss. MPI is already incurring response costs. A decision is necessary
Now: whether or not it should continue to incur these expenses.
LO)

Secorﬁ\ﬁ/ecision - 2 April: Long Term Management

4, If Cabinet chooses to continue the response, the Minister intends to present a
range of long-term management options for Cabinet consideration on 2 April.
These options will include full eradication, which is estimated to cost at least
$200m (note that this is an optimistic estimate). The possibility of industry led
management will also be explored.

1 Under the Biosecurity Act 1993, MPI is obligated to pay compensation to affected parties in certain circumstances.

Treasury:3919731v1 IN-CONFIDENCE 1
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5. The timing of MPI's nation-wide milk test (expected to be completed in April)
means that the decision on the long-term response to M Bovis (i.e. whether to
proceed with full eradication) aligns poorly with the Budget process. Budget
Ministers will have determined the Budget package before MPI have options
prepared on 2 April. If there is a possibility that Cabinet will provide funding for full

eradication when making decision on in this second paper, the Budget package
will have to be shaped by Budget Ministers with this in

2
\//\7 A
Treasury Advice <\\7//

6.  Additional funding provided in either of these two inet papers will be funded
against the Budget 2018 operating allowa c@.\;‘h

7. The Treasury notes that full eradicatiol y costly Qp@)\@\f nd until the
nation-wide milk testing has been I > clear whether it is even
technically feasible. If Cabinet is nding eradication at a
future date, proceeding to longterr agement-(ce g response) is

indu: dalso be explored given that it is
the primary beneficiary of @k r .
’ /

s9(2)(k)

s9(2)(9)(i)
Gwen Rashb

Resources,

2 7o facilitate this, a placeholder Budget initiative will be submitted providing Ministers with line of sight of the full
eradication funding request.

Treasury:3919731v1 IN-CONFIDENCE 2
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Reference:  T2018/659 SH-12-3-3 P
THE TRE ASURY

I\(nluhululnl |\dlI[J(I]J(I R(I\\d

Date: 23 March 2018

To: Minister of Finance (Hon Grant Robertson)

\\ )
Aide Memoire: Advice Concerning Up@% Mycop1

Bovis Response Decisions

héen respon g to the cattle

1. The Ministry for Primary Industries (“MP
- uly 2017 This note sets out the

disease Mycoplasma Bovis (“M. Bovis®
latest information on response cos
next week regarding the links be

Update on response costs

2.  Todate, Cabinet has provi %I with a | $83.1m of funding in
relation to the M. Bovis re onse/ $59.3 ‘cover the Crown’s compensation

funding is né\%reefumed to allow for a long-term response to the disease.

4. MPI have ide t|ed four p g-term response options, ranging from a
r radication, to winding down the response. The

e cost of each option (from MPI as at 22 March)

] < 2018/19 | 2019/20 | 2020/21 | 2021/22 | 4-year total
"Rapid eradication” 287 171 161 101 720
Phased eradication 183 154 178 113 628

Long-term management 55 35 31 32 153
Wind down response 25 22 22 20 89

5. 'I*he&&aé two important facts to draw-out:

\ /f' he costs above are the estimated fotal costs. This total cost will be shared
between industry and the Crown. Industry contributions to biosecurity
responses are determined under “Government Industry Agreements”. ® °@0

s9(2)(i)

1 Cabinet approved total operational spending of $35m, with the split between the Crown and industry to be agreed
jointly by the Minister for Biosecurity and the Minister of Finance. The split noted here ($23.8m Crown funding and
$11.2m industry funding) has been announced by the Minister for Biosecurity s9(2)(f(iv)

s9(2)(f(iv)

Treasury:3930919v1 IN-CONFIDENCE 1
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. These costs, particularly around the eradication options, may continue to
escalate. The disease has already spread further than first thought; and it is
possible that forthcoming information may further increase costs.

Comment regarding Response Options

6. At this stage, the economic rationale supporting the eradication-based options
does not appear strong. The costs of these options ($7

and $628m over the
forecast period, and further costs in outyears) compar orly against th
economic impact of the disease of ($520m lost GDP-over 10 years).2/ -/

[ < \
7. Eradication is also speculative: the costs may esﬂ ate’beyond cu en\\FJ/‘

also note that.no country
that we are aware of has successfully eradicated M. Bovis on a long-term basis.

At
8.  See the below table for details of the non{k@d\iea}ion optior@"’jﬂh

( Loﬁé\ﬁe\rﬁ 7 Wind down

Cost type Description of the activi \nagglnent response
N \{Q y cost Sm) | (4yr cost Sm)

A
Operational staff costs, feeding anim%@@fy/ movem\g-_(wt\ 50 21
contam

controls, cleaning a ination/a\
, , \r\Lc/I >

animal mo tracing
Surveillance the cost of t&ﬁ\ng{/rnonitorin@a\ ‘ 20 4
surveillance activities \
Investment creati \f\a}n \industry ta,%é\fo 70 64
and system coordina r supportfext\én ion reset

resilience /activities, and di;é}é\e&es‘gérch

Compensation | Cr \yy\hfsj[égal obligati inder the Biosecurity 13 0
;ikk&tv\tbgaffor producti ses as a direct
\ resul P|’s-actions

ar, at leas he short-term, that all of these costs are necessary. We

at there’ is-a need to review New Zealand’s current biosecurity settings

incentives created by the compensation provisions of the
estigating an EQC-type fund for meeting the future costs

(forexample, t
iosecurity Act,,
iosecuritgj( f@cans ns). It is also unclear at this stage how MPI derived these

9. ltis

numbers hat drives the different costs for each option.

e consider it premature to provide ongoing funding, particularly for
ofe discretionary activities such as “system resilience”, before a more

fundamental review in the underlying policy settings is carried out. We will work
\@h\hﬁ to develop packages for Ministers to consider.

Hamish Slack, Senior Analyst, Natural Resources, $%@®

s9(2)(@)() Natural Resources, 59K
Natalie Labuschagne, Policy Manager, Natural Resources, s9()(k)

2 source: Mycoplasma bovis: Economic impacts of Mycoplasma bovis (NZIER report to MPI January 2018). MPI has
since produced figures suggesting the cost to GDP could be as high as $1,400m over 10 years; we do not know
what is driving these different estimates.

Treasury:3930919v1 IN-CONFIDENCE 2
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T2018/863 SH-12-3-3 Sty )
THE TRE ASURY

I\(nluhululnl |\dlI[J(I]J(I R(I\\d

29 March 2018

Minister of Finance (Hon Grant Robertson)
o
(C (\A\‘
3 April 2018 j § é % . ,/

Aide Memoire: Advice on Mycopk% Bovis Q'a inet Paper

possible response options to
eradication’ - and h|gh||ghts
early May.

2. It also seeks to appro ri é\fundlng to
(“MPI”) is in a positi
option.

/7
3.  The Treasur doe)snb suppor
Funding soug tfg\b ycoplas sb%\(ﬁ

4. The ap

an
C

r-Mycopla ws response options,
Itural syst e aper notes four
from std ing’ to ‘rapid

%'i'net will C|S|on on the response in

[ Ministry for Primary Industries
ertake a c |0ri should Ministers choose that

@img the funding sought at this stage.

S $25m of o] ing funding in 2017/18 to cover compensation,

opera funding in 2018/19, to cover operational and
ion cos ﬁ@l évent that Cabinet decides to pursue full eradication.
inet pape Sé;eks/ greement to charge these costs against the Budget
% ce. MPI is seeking this funding ahead of a final decision

e final decision falls within the Budget moratorium (MPI

the decision until after the moratorium, could put the success of

A
perati
<§c ause theﬂ?at
advise th@%ﬁ@lon is necessary during the moratorium as even a small delay,
'm

eradication at risk should Cabinet choose that option)."

" et paper seeks funding only for 2017/18 and 2018/19. The costs of the
v\arlogs response options, as provided to us by MPI as at 22 March, are set out in

the table below.

2018/19 | 2019/20 | 2020/21 | 2021/22 | 4-year total
Rapid eradication 287 171 161 101 720
Phased eradication 183 154 178 113 628
Long-term management 55 35 31 32 153
Wind down response 25 22 22 20 89

1 Runs from 9 April to 17 May (Budget Day), and during this period, no new fiscal decisions can be made.

Treasury:3939701v1 IN-CONFIDENCE 1
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As we noted in our earlier advice, at this stage the economic rationale supporting
full eradication is poor, and Ministers should keep in mind the escalating cost of
eradication in comparison to the GDP impacts of M. Bovis.

Treasury comment

7.

10.

12.

The Treasury does not support appropriating funding for 2018/19. In addition, the
2017/18 funding request is a recent development and ill have outstanding
concerns around its necessity, particularly in light of th in funﬁi 19 th
has already been provided for compensation relating to th . Bovis reg)oﬁse.
We are working with MPI to resolve these conce not regog?nend

€ J

y'in 2017/18 b i%a\grfeed to
not be n time for

We note that if funding does prove neces
before Budget decisions, there is a risk
inclusion in the Supplementary Estim forecas sqanu d in the Budget
Economic and Fiscal Update. If this-is- e, there%a\wslyof unappropriated

expenditure. Q @D
: Treasury adV|se< that etter approach would

NS~

o to seek an in-principle dé{fision fr >abinet on the response option that
ay paper; and

Regarding 2018/19 funding, t
be:

this in a subsequent Cabinet paper,

. : iaté ecessary furgrfr\l\g

Une Budget moratorium.

onS|der
The advanté%of/thls approach i t the exact amount necessary (factoring
industry contribution to the response) can be appropriated, rather than a loose
estimat e curren%& ch. It also reduces the impact on the 2018
oper. ting ance, given the.-number of pressures that may be crowded out if

%@d througﬂ@dget 2018 allowances.?

M ncern with Ns approach is that it will be unable to pursue eradication at
1 optimal p % ng is delayed. However, this applies only to funds
uired for 17/18/We consider that there is sufficient time between the end of

approp ate /19 funding (as a pre-commitment against Budget 2019).

Cabinet decision on the final response in late April-early May
WI|| e MPI with the authorisation necessary to proceed with Cabinet’s
pfe& option.

Whlle/the Treasury’s first best advice would be to fund these pressures (if
required) from allowances, given the likely significant costs of responding to M.
Bovis, you may also wish to consider alternative funding options to the Budget
2018 and 2019 allowances:

the BudgeQAQ(Sﬁ;(grlum (17 May) and the start of the new financial year (1 July) to
t e

2 funding decisions are made after 17 May, they will likely need to be made as a pre-commitment against Budget
2019 allowances.

Treasury:3939701v1 IN-CONFIDENCE 2
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Treasury Recommendation % @
13. If you agree with our preferred approach, we r@ you: %

13, 14 and 15
19); and

a

Treasury:3939701v1 IN-CONFIDENCE 3
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Notes:

e  The Treasury will brief the Minister of Finance and Associate Ministers on Tuesday 3 April
2018.

Papers for Cabinet Consideration

Treasury:3939459v1 IN-CONFIDENCE
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Item | Title

Description and analysis

Fiscal implications

Treasury Recommendation

System

Mycoplasma Bovis Response Options, Funding

@h\@ﬁesilie

né@ﬁge/ Agricultural

This paper relates to the on-going biose

paper:

disease to-date
submitted to Cabinet in late April/ea

response option to pursue (e.g. atte
to eradicate, transition to long term
management, or to cease respo
seeks funding of $720m over
forecast period ($25m in 201
$695m in later years).

N

Treasury:3939459v1

response to the cattle disease M. Bovis. The

updates Cabinet on the spread of the
signals that a subsequent paper will be

May, seeking a decision which long-term

g
7

curity

rly

NN

occur during dget morato
Accordingly, this-paper smg
$720m over the forecast period,
u e--necessary
% .

to pursue a

o not support the funding
gjght in this paper. The
’need for additional funding in
the 2017/18 year has not

been well established
(especially in light of the
$59.3m in funding for
compensation that has

already been provided), and
funding for 2018/19 and later
years could be sought at a
later time.

The Treasury has inserted
alternative recommendations
into the paper setting out its
preferred approach.

IN-CONFIDENCE
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Kaitoht

1tohu l\dupdpd Rawa

Advice on Mycoplasma Bovis Management Options

Yo

Date: 21 May 2018

Report No: T§@1}8/1414

N T~

%

File Number: . MS-9-1

Action Sought

o)

Robertson)

Minister of Finance (Hon Grant

 recommendations
O‘(Ql8 and 201 éfunyng as

| as correcting al errors
tlfled b /grké';[\gasury

23 May 2018 (DEV Committee)

Contact for Telep}flg}?ey Dlscusfﬁqq(l,

(/

equired)

Name ition Telephone 1st Contact
s9(2)(9)(0) ;@{ 2)(9)(') \}fatural s9(2)(K) N/A v
Resour,
(mob)
Natalie Laﬁuiél} ne Pol( {i@@er Natural s9(2)(k) N/A
,j (mob)

Actions for @%lster ’s Office Staff (if required)

Return the s@ﬂe(f;éport to Treasury.

Note any
feedback on
the quality of
the report

Enclosure: No

Treasury:3544113v1
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Treasury Report: Advice on Mycoplasma Bovis Management Options

Purpose of Report

1. On 23 May 2018, the Minister for Biosecurity will take a paper to the Cabinet Economic
Development Committee (DEV) seeking final decisions regarding the Crown’s-future
management of Mycoplasma bovis (M bovis). This report ides you wit
overview of the paper, and a list of the outstanding issu u may wish to
with the Minister for Biosecurity at the Cabinet meeti \

~ 20/
2. A summary of the costs associated with each opt@ found in Appendix One.
The four options presented in the paper are as ,f,gllows.

. Option 1: Rapid Eradication .
. Option 2: Phased Eradication @
o Option 3: Long-term Managery

¢ Option 4: Winding down t@\

ise

Principles Guiding the C;\<WQKS\\Involvefrjéﬁt}n e M Bovis Response

3.  Biosecurity incurs‘,id(ﬁ}/a,\ sult in priv \tefcpsts (e.g. reduced profits of businesses
directly affected\byfh@ﬁ/n ursion) lic costs (e.g. reduced profits for those not
directly affecte@,{grxb;eeéuse the ing n results in some cost to the wider public).

\’
position that the Crown’s degree of involvement in
a biosecurit onse should be proportionate to the extent that the biosecurity

5. Inthe of publi C({%ts however, it is not possible nor equitable to charge a specific
@ﬁ r managin e\s/{e costs. Therefore, there are grounds for the Crown to step
N> (C

L N

O )

6. Myrtle rusti %aﬁple of an incursion that resulted in both private and public costs.

i ects manuka trees, which results in private costs (reduced production)
nuka honey industry. It also features public costs: myrtle rust is spread
| so an infection from one property could spread to other properties (and it
not{ possi le for the owners of those other properties to prevent that spread).”
Moreover, myrtle rust affects significant native New Zealand species, such as the
pohutukawa — the wider public therefore has an interest in the management of the
disease over and above its impact on the profitability of commercial farmers.

7.  The Cabinet paper does not establish the public costs of the M bovis incursion. While
the presence of the disease has a substantial impact on farmers due to production
losses, these costs are private in nature.

8.  We note that M bovis does not pose a threat to human health and its presence in New
Zealand does not affect our ability to export either dairy or meat products. We also note
that, unlike some biosecurity incursions, the spread of the disease may be able to be

" We note however there is a case that this type of public cost should be met through an industry-wide

levy, rather than through Crown funding.
Advice on Mycoplasma Bovis Management Options Page 2
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controlled (to some extent) by farmer actions. Careful control of cow movements may
preserve a herd from the disease.

Given the lack of public costs, there is no prima facie case for the Crown to contribute
significantly to the costs of managing M bovis. Nevertheless, there are two factors
favouring some Crown assistance:

a Value for money - A small amount of Crown expenditure will likely result in a
significant reduction in the cost of the disease to the industry, and the industry is
unable to fund this cost itself.

b Business expectations - Farmers expect the Cr ist them-w
biosecurity incursions — even when the costs of ion are pr\é@ominately

private. (o

10.

11.

Benefit to the Crown is

12.

[ \
Phased eradication aims to eradicate \&I\aad/‘over a ten year
period. It involves culling cattle at all i r %ed properties. This is the
Minister for Biosecurity’s preferred,,,ép\' . The response costs under this option are
estimated at $872 million. The i ry Wi contribLﬁé\;?fz\prcent of this cost, which

means that the Crown cost u ption is 8\Fﬁmi6n over ten years.
The Treasury does not support hased era ication because the benefit to the Crown is
unclear, and there is a @rable risk )

O )
%h’élso includes both production impacts and
is compares against the other short-listed option
, which has a total estimated cost of $1,211 million.
ces a net benefit of $332 million (when compared

A
The total cost of phased eradicati
industry contributionis $888 million.
(long-term management — option 3
d eradicatio

with opn\gn
Wh%2 consic{e\ral)%@eﬁt, this benefit primarily comprises of avoided industry
impa:

13.

imp refore, é%?ybéjaefits mostly accrue to the industry — they are private
éneij@ As noted | e\;grinciples stated above, the grounds for intervention are not

cl hen the ibqf;t% are primarily private.

Risk of Failure x/

14. ltisun hether phased eradication will successfully eradicate M bovis. The
independent Technical Advisory Group is split on the issue: $9(2)(@)()
39(2@
s9(2)(9)i

15. Risk is also compounded by factors affecting the Ministry for Primary Industries (MPI’s)

ability to accurately judge the extent of the spread of the disease. Given the nature of
the disease, herds can be infected without presenting symptoms which can make it
hard for farmers to report the disease. There is also considerable uncertainty about
stock movements given the failure of the National Animal Identification and Tracing
(NAIT) system which limits MPI’s ability to accurately trace and identify further
suspected properties. These factors limit our understanding of the extent of the spread,
which substantially increases the risk that phased eradication may fail.?

2 By failure, we mean within the funding envelope sought.
Advice on Mycoplasma Bovis Management Options Page 3
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Another argument in the Cabinet paper in favour of phased eradication (option 2)
relative to long-term management (option 4) is the balancing of the risk of failure
against the apparent uncertainty surrounding the possibility that the disease has
greater impacts in New Zealand than overseas experience indicates. No evidence to
support this claim is made in the paper and therefore it is not clear to what extent the
risks of failure for option 2 can be mitigated by the risks of greater cost for option 3.

Deciding Between Options 3: Long-Term Management and Option 4: Winding-
Down the Response

17.

18.

19.

21.

22.

=5

The Cabinet paper argues that the neither option 1: rapid era |cationéqr ‘Séogtio(nm: wind
down response is feasible. However, we consider it premature to take %me}’m off the
table at this stage. \;

We note that the total cost (lost production t iﬁdqgtﬁy plus response costs) of both

-year cost of $1,211m, option 4 of
w\m@ cost is split between
under option 3 than 4.

the Crown and industry, with the Cro% )
While option 4 is dismissed in the %n% aper, tpfe\ pa oes not make a strong
case why it should be preferred i@:;t' n 3. The paper notes that option 4 decreases
farmers’ ability to effectively % e disease i he/short to medium term, but does
not argue why it is appropriate rjbe Crown to-contribute so substantially to aid the
industry. We also note t gﬁmon 3 does not pre ent good value for money —
compared against opti ’g\w/ cost to th%gnfmcreases by $443 million for a

) ]

f $462 n
y of $ f@g

options are broadly similar (option 3 has a
$1,330m). The key difference between the

-

options is h

=

reduction in the cost@
Treasury recommends\ﬁ%fiiiq 3: Lon@gﬂddnagement at the present time

20.

~_(/ . . .
b{a\?e considerations; the factors we noted in paragraph 9 point towards
inyolvement in sponse. Farmers may have formed an expectation
that the Gov nent will assis iosecurity responses (based on past actions) and

e-not plan for the alternative. There may also be an option between
n'the respons long-term management which presents the best value
\ but of'f'cial\é;héjy not had the time to design such an option.
i oo

rthat in mirydfiNg\ mmend supporting option 3: long term management, but
ing the f d'kﬁgfappropriated to only 2017/18 and 2018/19. The Minister for
Biosecurity, then be invited to report back to Cabinet in early December 2018,
i t to which the Crown should stay involved in the long-run in the
the disease, and seeking further funding (or returning funding to the
ending on the option chosen.

Despite the

( C \\

Andm\e\r/‘r‘ ason to support option 3 is that the Crown can always scale the response
down towards option 4, but it cannot be scaled back up. For example, the Crown
cannot decide to wind down the response, then decide in future to impose movement
controls again. Therefore, option 3 preserves the option to decrease the Crown’s
involvement after more detailed consideration of the Crown’s involvement has
occurred.

Technical Issues with the financial recommendations

23. We have identified errors in the financial recommendations in the Cabinet paper. For
example, a recommendation needs to be included stating that the capital injection is to
be repaid to the Crown once the industry has provided their contribution.

Advice on Mycoplasma Bovis Management Options Page 4

IN-CONFIDENCE
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24. We advise that you should invite the Minister of Biosecurity to resubmit the paper to
Cabinet on 28 May, after MPI has worked with the Treasury to ensure the errors are
addressed.

Recommended Action

We recommend that ahead of the consideration of the Cabinet paper “Mycoplasma bovis

response options” at DEV committee on 23 May 2018, you:
a Note that the Treasury does not support Option 2; Eradicaﬁe@y the
unclear benefit to the Crown, and the considerable f failure; [ ("
\\J/J

b Note that the Treasury supports Option 3: erm’Manage < Nt \ﬁhe present
time, but notes that more work should be done resent options\between

Hon Gran "Robertson /%\;

—~

Ministe Finance | ¢

@“%

N,

Advice on Mycoplasma Bovis Management Options Page 5

IN-CONFIDENCE
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Appendix One — Cost of response options

Component of

Doc 5

Page 17 of 42

cost 2018/19 2019/20 2020/21 2021/22 2022/23
(- Rapid Total cost 383 131 | <150 114 77| 966
: ! . p o)
eradication Response cost 367 127 146 11& =/ 74 936
Industry impact 16 CAL 4 \ 4 | 3 30
5. Phased Total cost 335 | 121 141 107 71| 888
: s Vaey!
eradication Response cost 325 ~/ 1 19 JSQ \100 70 872
Industry impact ) ( 2]\ 1 1 16
3: Long term Total cost 1131 107 100 | 1,211
management Response cost \55 26 26 520
Industry impact - 58 81 74 691
4: Wind down Total cost \ \ 7118 143 135 | 1,330
response Response costﬁx N = 4 17 14 14 177
Industry impact . 101 129 121 | 1,153
P \\\\\/ ‘
Advice on Mycoplasma Bovis Management Options Page 6

IN-CONFIDENCE
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From: s9(2)(9)(i)

Sent: Friday, 25 May 2018 3:31 PM

To: Alastair Cameron

Cc: Hamish Slack [TSY]; Natalie Labuschagne [TSY]

(Natalie.Labuschagne@treasury.govt.nz); Rachelle Earwaker [TSY]; Udayan
Mukherjee [TSY]

Subject: M Bovis 2
Attachments: Scan-to-Me from patty.hamlet.treasury. govt/lzé;O 18-05-25 1Sé§}pdf; M bovis
alternative Recommendation.docx \\\\ / /‘:7’ ,\\>

O N )
[IN-CONFIDENCE]

Hi Alastair, Ay
4 J PN
Note alternative recommendation, as well as a photoc%y oi‘th\%ﬂy slides f”b{\m\ﬁ'am MPI’s slide pack are attached.
N
1. Approach to the Cabinet paper on Mond%%ZS May/ZBIS\
We have been working with MPI to improve the ma\mcral (ecommendano s;ahead of Cabinet. However, we have
found several errors in the recommendatlons@t@mar{y for Mlecbr\rei:t ahead of Cabinet. Therefore, the
technical financial recommendations will be taken. out of thep éhe?fd of Cabinet on Monday. This approach is
agreed between MPI and Treasury. On M{)ndav Cabinet WIIJ/hE abl tb agree to the policy decision, and they will
have the authorisation to progress wwﬁkh é e approach Y\thIdw up paper agreeing to the financial
recommendations necessary to actwﬁ%z@ﬁeﬁ/QZS MQV cﬁac\supr(wﬂl be submitted on 11 June, 2018.
! //\\ ,,/
Note also, that the May 23 Capmet” ;ar con5|d é{ik{\ﬂDEV will be proactively released by MPI on Monday 28 May
after a decision has been m/akde \T/h/s mstructloahas comé from the Prime Minister’s Office.

/M/ N \\ \\\,
2. Breakdown of<th\cﬁgsl/s of Ph§ed Eradlcatlon and Long-term management
/ ) \/ </ ‘\ \
Costs (at 90% conild C \t >

Two year
total Ten Year Total

886

Response 18/19
Phased eradication -
response costs DN 325 119 444
operations 99 57 156

surveillance 14 12 26

invé‘sfmgenﬁ and system resilience 30 29 59
compensation 180 21 201

industry impact

19/20

long term management

response costs 256 61 317
operations 63 15 78
surveillance 3 3 6

investment and system resilience 29 26 55
compensation 160 17 177
industry impact 5 39 44
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We have confidence that the operations, surveillance, and the compensation costs are appropriately costed (but
have some concerns with the investment and system resilience numbers — see below). MPI are constantly updating
their epidemiological work, and adjusting their costings accordingly. In stating that, these estimates still depend on
assumptions about the extent of the spread, and given the failings of the NAIT system, there will always be
uncertainty around the extent of the spread (and therefore cost, given response costs scale with the extent of the
spread).

3. Confidence level and the impact this has on sought funding

MPI has provided cost estimates at 50% and 90% confidence. Confidence level indicates MPI’s certainty that a figure
will either equal or fall below this figure. For example, 90% confidence means that MPI are 90% sure that the actual
costs of the chosen option will be equal to or lower than the number presented. There are risks‘a iated with

either approach: ‘3/("’7 A
e If funding is provided at the 50% confidence level — it is just aslike not that t?e@@ﬁ;:ﬁf/obsts to exceed
amount of funding provided. Therefore, MPI may need furt . N\ \\:7
e If funding is provided at the 90% confidence level — very Iik\ely that that actualcostswill fall below amount of

funding provided costs. In that case MPI will have bee (@eﬁ:ggpropriate
) //7 N
ropriate for two reasons:

tive (i.e. more expensive) view of

opriated (i-e. t are underspends), this funding can

be clawed back from MPI’s baselines via t backs (for a\mﬁ\w@,\i\h February 2019 when the response is
reviewed). - \y

4. Concerns with Investment
Under both options, significant fundi
e Phased Eradication Investmel

(>
e Long term management Iny?s;ﬁ'uent and

e supporting resilien \tal,n,able productive farming systems
e review of biose esponse funding approaches

We have asked Mg s\e\Ve times about the details of this work, but MPI have not yet provided us with the details
(what each comp&mggf)éosts, intervention logic, and whether this spending is urgent). We admit that a proportion
of this funding is most likely needed to ensure the success of the operational response; however, we suspect
components such as “supporting resilient, sustainable productive farming systems” are not strongly tied to the
success of the M bovis operational response.

Treasury recommends: MPI should not seek investment and system resilience funding at Cabinet on 28 May.
Instead, MPI should seek agreement to this portion of the funding via the proposed 11 June technical cabinet paper.
This will provide Treasury with the opportunity to interrogate MPI’s information, and determine which funding is
needed now, and which funding can wait until Budget 2019.

4. Off-ramp trigger points
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If Cabinet decides to pursue phased eradication, MPI proposes a review date of February 2019. Spring bulk milk
testing will occur in November and December 2018 and the result will be ready for the review date. There are
several proposed ‘triggers’ which if satisfied would cease the response:

s9(2)())
>
s9(2)(j) the Crown wﬂlbﬁ aple to claw back ﬁundlng that is
intended to fund eradication activities (although noting that MPI will still r‘equma sgme fundlng to tran5|t|on to long-
term management). N AD A0 )
/ / NN s -
/ \ \/ A

5. Information about Industry Impacts and themduktry mo{e generally

~ \ / N\ e
/ N AN / N \\\

Share of Costs between Crown and lndustry of Phased Eradication and Long-Term Managem

Confidence level Cost 18/19 19/20 20/21 21/22 22/23 TenYea
[ Response cosﬁ\\j ' 250| 106| 109 80 61
Phased eradication 50% con/ﬁd/’ggc\e h Industryimpa@ts v 7 2 1 1 0
o0 ) | Total costs 257 | 108 | 110 81 61

(SN _Response costs 256 61 55 26 26
Long-term management (‘9? onfi / ndustry impacts 5 39 58 81 74
AN~ (\ }T,ofalcosts 261| 100 113| 107 | 100

~ //\\ NN \/

Impact split between industry and Crown

Proportion of
Response costs to
total cost*

Total cost over ten  Proportion of industry

Response option .
years impact to total cost

Phased Eradication A<f N 781 1.66% 98.34%
Long term managemenf/ AN 1211 57.06% 42.94%

* the industry has cdrrrmjtte?i to contribute 32% towards response costs if phased eradication is pursued.
It is not clear yvhat |nciustry will contribute if long-term management is Cabinet's preferred option.

Erwin Ricketts | Natural Resources | The Treasury
s9(2)(k) s9(2)(9)()
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] L] ] [ ]
Is: Uncertainties and Risks
S. | _
Status of Mycoplasma
bovis against indicators |
N/

False
False

a ovement cont True

* Culling % True

The diseas ly persist in cattle, with no other major vertebrate reservoir and no amplification in the environment True

Early of clinical disease False

Practical diagnostic tools are available with sufficient sensitivity and speéificitv to enable all infected farms to be detected

* Testing at individual animal level False

* Testing at herd level ' Uncertain

Surveillance and testing will identify infected farms at sufficient speed to prevent further spread of disease to previously uninfected farms Uncertain

Current knowledge of the disease

* The current distribution/extent of the disease Uncertain

* The incursion pathway is known and managed to prevent further incursions occurring during or after the eradication programme Uncertain

* Eradicating Mycoplasma bovis will significantlyimprove cattle health Uncertain

Ministry for Primary Industries I0SEeCUrity |
Manatd Ahu Matua —— —_— = =~ ——
- & Tiakitanga Ptaiao Aotearoa
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,:—;ﬂ-——ﬁ%ﬂ* ——— ,- — —_—

T’hasgd
eradication 335 141
e e ANl P

139

Leng terny
management

R
esponse cost 256 e

Industry impact . . cg
Wind down
response a7 91 118

B

Industry impact s 70 e

SIS:

2021/22 | 2022/23
cost

A

114 77
|

10 74
4 3
101 71
100 70
1 1
107 100
26 26
81 74
143 135
14 14
129 121

966
936

30

886

870

698

1,330
177

1,153

NZS millions

Modelled costs over ten years

Mycoplasma bovis option costs (over ten years)
30th percentile estimates

1,600
1,400
1,200
1,000
800
600
400
200

¥ Industry impact

Wind down
response

Long term

eradication ma nagement

i Response costs

n;

Blosecurity N

Tiakitanga Pitaiao Aotearoa
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Phased eradication
Response cost
Operatians

o 57

N NG =

Surveillznee

_._..._A_.—-_____-___~_,

Investment and system resilience 30 29
L i Y1

Compensation B 180 21
Industry I:nTpact A
{ LN
Long term Mmanagerien
Response cs'st_‘_-

Operations

Surveillance
Investmeant and system resilience
Compensation

lndustry impact

Ministry fo Primary Indusirigs ¢ @
Manata ahg Matua !
s S

Out
that
$456

to 2020 we ex

pec

million, with S444 million of this b

ination of the cr

own and industry.

t that there js a 90% chance
a phase eradication response will ¢

0Ost less than
Orne by 3
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Operties

(IPs) will be identiﬁed, with
first year

An intensive surveillance brogram (of both byjk milk
testing ang blood Sampling) to track the disease and

WMinistry for Primary Industrips % i
Manatg Ahy Matyga P 5-;-@ i
— — — R 4

'ﬁakftanga Plitaiao Aotearog
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ptions around ani replacement values and production losses have been agreed with industry
B .
t/impact o roposed eradication option is

estimated to be less than $1,218 million over ten years (with

l& key assumptions underlying this figure include:

%ﬁrﬁ expect({ sed on epidemiological modelling) that the *  An expectation (based on epidemiological modelling) that the
diseas% ‘/ef‘ad to 21% of farms within ten years, disease will spread to 21% of farms within ten years,

c 20% ese farms are assumed to contain animals displaying *  20% of these farms are assumed to contain animals displaying
gs mptoms of the disease. clinical symptoms of the disease.

(N |

. @)‘Jmportion of animals displaying clinical signs on these *  The proportion of animals displaying clinical signs on these
farms are expected to begin at 20% in year 1, falling to 1% by farms are expected to begin at 20% in year 1, falling to 1% by
year 5. year 5.

*  Clinically diseased animals are assumed to be culled when *  Clinically diseased animals are assumed to be culled when
identified, with a resulting production loss for the remainder of identified, with a resulting production loss for the remainder
the season. of the season.

Ministry for Primary Industries @
Manatd Ahu Matua \-‘EEEW — — =
b Tiakitanga Pitaiao Aotearoa
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' Options analysis: Quantitative risk assessment

- Given the uncertainty surrounding a lot of the underlying assumptions MPI have commissioned a risk assessment to quantify
the variance in the estimates for our total costs and industry impacts of the disease

Option B - Total response cost / 10 year total
532.0 570.1 |

Option C - Total response cast / 10 year total

’ 3785 519.6
o —— o ) er— 0
5 i | ‘ 7 !
‘ 3 J
i j l
o
2l 4 | .2,-‘ H
] 3 i
£ 8 £
3| i z |
2 1 2 |
g, % ? 3
a B | a
i 2
1 &
E
i |

500
600

g

800
01
o

2 g s ) g ‘ 0
Values in Billions ($)

g
e

Values in Millions ) B

Option B - Total response costs and industry impacts / 10 year total Option C - Total costs and i Ty / 10 year total

692.8 886.2

E—T— . E——
" : §

 e120 12180
2 fmf |

|
H
i
|
|
i
|
i
i

Probability density

Probability density
: g
base estimate = 774.775

500

g 2

g

1100

|‘ ﬁaﬁar@a Pﬁtaiéo Aotea'roai

Values in Millions ($)
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icati Long term management
Eradication
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c/ %
. g@e add@c usters of disease are discovered that are not connected to the two detected clusters.
ni?@iéa es

properti detected that pre-date the earliest potential date of infection on the Southland IPs.

farms sitive trace farms are detected as infected (i.e. three tiers of tracing), indicating an extensive
R twork ion.
Q )
¢ Nat

io {I el surveillance indicates disease is significantly more widespread than previously thought.
number of additional infected herds rising over 100;

% n increasing number of positive dairy farms identified that have supplied animals to large numbers of farms during

eir infectious period;
@ Or, multiple positive farms identified that have become infected during 2018.

“Genetic analysis of isolates indicates that there is more than one strain of MB circulating, which would indicate
that there have been multiple introductions into NZ.

* A new and significant biosecurit

Y response or adverse event occurs that requires substantial resources to be
withdrawn from M. bovis.

Ministry for Primary Industries . @ A
Manatti Ahu Matua fﬁ ¥
i \mﬂ'.w&?

Tléka'tanga Putaiao Aotearoa
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To come before the Agree recommendation for option 2:

X. Note that investment is needed to improve the biosecurity system to support the effective

operational response to Mycoplasma bovis, and that the policy and funding decisions associated
with this will be sought at Cabinet on 11 June, 2018;
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Notes:

e  The Treasury will brief the Minister of Finance and Associate Ministers on Monday 28 May
2018.

Papers for Cabinet Consideration

Treasury:3963196v1 IN-CONFIDENCE

1
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Treasury:3963196v1 IN-CONFIDENCE
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11 | Mycoplasma Bovis: Response Options

This paper seeks Cabinet's decision
regarding the management of Mycoplasma
Bovis (M. Bovis). The Minister is proposing
a phased eradication, but the Treasury
recommends long-term management at the
present time.

further
paper

The Treasury has
substantive  advice on
(T2018/1414 refers).

provided
this

The Minister for Biosecurity will submit a
paper on 11 June 2018 seeking to
appropriate the funding necessary to action
the decision taken in this paper (28 May).

Treasury:3963196v1

The Minister for Biosecurity's | Do  not
preferred  option is  phased | eradication.
eradication, and the response cos

under this option are estimated

$872 million over 10 years{at.a 90%

confidence level). The jindu
contribute 32 percent

which means thatthe Crown cost
under this optio Q’L@ illion over
ten years. 'b- not support agreement to the
policy or funding for biosecurity
system investment and resilience
until the Treasury has had the

opportunity to interrogate this
proposal

support  phased

the funding

o only 2017/18 and

Invite the Minister for Biosecurity
to seek policy and funding
approval for system investment
and resilience via the 11 June
2018 paper.

IN-CONFIDENCE

3
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Notes:

e  The Treasury will brief the Minister of Finance and Associate Ministers on Monday 11 June
2018.

Papers for Cabinet Consideration

Treasury:3967874v1 IN-CONFIDENCE

1
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9 Funding for'th
This paper seeks agree funding
necessary to acti t's  poli

decision on 28 May 2

phased eradicati Mycoplasma bovis a
an indicative cost)of $28 million i 17/
and $444 miI
(CAB-18-MIN-0245 tefers). %

is._paper seeks to appropriate
$384” million across 2017/18-
?‘9/20, for the purposes of

perations, compensation, and
system and resilience investment
related to eradication efforts. It also
seeks to establish an $88 million
tagged contingency, to meet costs
beyond the modelled 50 percent
confidence level (joint Ministerial
sign-off between yourself and the
Minister for Biosecurity is proposed).

Note that the Crown will contribute
68% and the industry will contribute
32% towards the cost of the
response agreed by Cabinet on 28
May 2018. The industry contribution
will be recovered as a levy within 10
years at the latest.

The Crown will provide upfront
funding as decisions around levy
revenue setting are yet to be agreed
by Cabinet.

Support appropriations for
operational response and
compensation ($342.4 million),
and the $88 million tagged

contingency.

Do not support the full funding for
system resilience and investment

($41.6 million) because the
urgency of many of these
initiatives has not been

convincingly established.

We recommend you:

e Support $8.5 million
funding for NAIT and
farmer welfare in 2018/19
[actioned via
recommendation 47],

e  Or a compromise option
is to support all funding
but only for 2018/19.

Treasury:3967874v1

IN-CONFIDENCE

3
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THE TREASURY

Kaitohutohu l\aupnpu Rawa

Treasury Report: Briefing for Cabinet Economic Development Committee
Wednesday, 1 August 2018

/'ﬁ7
Date: 27 July 2018 Report No:, T2018/2116
File Number: | MS-5-3-DEV
~
. D
Action Sought Dy
[ C
Action Sought E@Sline
Minister of Finance Read prior t C%\/k\ffEV :00 am, Wednesday 1
(Hon Grant Robertson) Committee'r ugust 2018
Associate Minister of Finance Read to Cabinet DEV V 11:00 am, 1\Nednesday 1
(Hon Dr David Clark) Conynt e meeting August 2018
Associate Minister of Finance ad\loyt/o Cabi &D% '1\1 :00 ar;, 1Wednesday 1
(Hon David Parker) C\e@mlttee meetllzée ugust 2018
Associate Minister of Finance prior to gabW 11:00 am, Wednesday 1
mittee em, \ August 2018

(Hon Shane Jones) @?rn Ré‘\
Associate Minister of F|nance\C// \/%ead pri %lnet DEV '10‘1100 ar;,1Wednesday 1
(Hon James Shaw) - L] Committe ugust 2018
Contact for Tel%e Discuss (|f required)
Name Positio(n\ Telephone 1st Contact
920 Ana E@On@ss Growth 9K N/A v

@ (mob)
Mark Holden cmﬁﬂanager Business s9(2)(a)

hand Innovation

Actions for mster ’s Office Staff (if required)

Return the s@vtdﬁport to Treasury.

Note any
feedback on
the quality of
the report

Enclosure: No

Treasury:3989586v1 IN-CONFIDENCE
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Treasury Report: Briefing for Cabinet Economic Development
Committee Wednesday, 1 August 2018

The Treasury is aware of three items on the Cabinet Economic Development Committee
agenda for 1 August 2018. The table below provides Treasury comment and
recommendations on each item, and identifies any relevant fiscal impacts. ‘

T2018/2116 : Briefing for Cabinet Economic Development Committee Wednesday, 1 August 2018 Page 2
IN-CONFIDENCE
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Mycoplasm?/?}%

\§Other Committee business

Eradication Programme: Proposed Legislation Package

This papel &reement to arange
of amend o the National Animal

Identlflcatlon and Tracing (NAIT) Act;
Biosecurity Act regulations; and Animal
Products Act regulations.

These amendments support the M bovis
eradication programme by increasing
compliance measures on farmers. The
changes to the NAIT Act and
Biosecurity Act are technical in nature.

These amendments are expected to be
uncontroversial and will only affect
those who are not already complying
with existing obligations under the Acts.

There are no fiscal
implications associated with
the NAIT Act and
Biosecurity Act
amendments.

The Animal Products Act
regulations will result in
additional compliance
activity for MPI. Associated
costs will be met from
existing baseline funding.

Support

T2018/2116 : Briefing for Cabinet Economic Development Committee Wednesday, 1 August 2018

IN-CONFIDENCE

Page 3
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Recommended Action

We recommend that you read this report prior to the Cabinet Economic Development
Committee meeting at 11:00am on Wednesday, 1 August 2018.

Mark Holden @
Acting Manager, Business Growth and Innovation &

Hon Grant Robertson
Minister of Finance

T2018/2116 : Briefing for Cabinet Economic Development Committee Wednesday, 1 August 2018 Page 4

IN-CONFIDENCE
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