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Date: 3 April 2024 Report No: T2024/887
File Number: BM-2-4-2024

Action sought

Action sought Deadline
Hon Nicola Willis Indicate your decisions on individual | 4 April 2024
Minister of Finance initiatives in Annex 1.

Contact for telephone discussion (if required)

Name Position Telephone 1st Contact
Chris Brunt Senior Analyst, Budget [39] [35] v
Keiran Kennedy Manager, Budget

Minister’s Office actions (if required)

Return the signed report to Treasury.

Note any
feedback on
the quality of
the report

Enclosure: No

Treasury:4938362v1
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Purpose of Report

1. This report provides you with a second tranche of responses on initiative level queries
you had following advice provided to you over the Easter weekend (T2024/823 refers).
It also provides updates on a select few other small initiatives. Our advice and
recommended actions are included in Annex 1.

2. We note you have also commissioned several pieces of separate advice to support
your ongoing conversations, including on:

a the Regional Infrastructure Fund (high priority).

b tobacco excise settings (high priority — see related entry in Annex 1 below),
¢ funding for the cyclone response,

d partnership schools,

e potential savings from Climate Emergency Response Fund (CERF) initiatives in the
agriculture space, and

f the Ministry for Regulation.

3.  These will be provided as soon as possible (either Thursday 4 April or for your
weekend bag).

4.  This report has been prepared under tight timeframes and consequently subject to
limited quality assurance. Any follow up can be addressed before Budget Minister 4.

Recommended Action

We recommend that you:

a indicate your decisions regarding the treatment of the initiatives in Annex 1 in the draft
BM4 package.

Agree/Disagree.

Keiran Kennedy
Manager, Budget

Hon Nicola Willis
Minister of Finance
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Annex 1: Responses to initiative level queries

BM4 package if

Variance from BM3

Treasury package ($m)
Follow u Minister of Finance recommendation L0 GRS ) (LB
Vote ID Title . P Treasury response - accepted ($m) savings)
question raised decision
operating | o | operating | Tota
P 9 capital P g capital
p.-a. p.a.
Business, Science and Innovation
[25]
Business,
Science and
Innovation
EITHER:
Economic Iaot'ej:tveed T‘S:ther Agree to not make further
Development: inf?)rmation on changes to the BM4
Policy Advice this initiative, but | MBIE had incorrectly submitted time-limited funding as ongoing savings (i.e., the proposed savings may package (Treasury
BUSi and Related : . . o recommended)
usiness, Ministerial we understand not exist), and has therefore sought to revise the savings down by $0.07 million per annum. However, _
Science and | 15634 Servici MBIE have made | given the small quantum of savings and the significant pressure on the operating allowance, we Agree/Disagree. (2.2) - - -
. ervicing - . . . ; e .
Innovation Economic an error in their consider MBIE should be able to absorb these savings within baselines and therefore do not OR
submitted recommend reducing savings from this initiative.
Development . Agree to amend these
savings and are :
Category - . . savings for the BM4
. seeking to rectify
return of funding this package.
Agree/Disagree.
EITHER:
:(OL:J hatve‘d ?S;Eth r Agree to not make further
requeste e changes to the BM4
Economic information on ackage (Treasur
. this initiative, but | MBIE had incorrectly submitted time-limited funding as ongoing savings (i.e., the proposed savings may P 9 y
BUSi Development: : : ! o recommended)
usiness, Scale Maior we understand not exist), and has therefore sought to revise the savings down by $0.34 million per annum (to $1.6 '
Science and | 15620 Events FlJJnd B MBIE have made | million per annum). However, given the small quantum of savings and the significant pressure on the Agree/Disagree. (1.9) - - -
Innovation Return of an error in their operating allowance, we consider MBIE should be able to absorb these savings within baselines and OR
. submitted therefore do not recommend reducing savings from this initiative.
Funding Agree to amend these

savings and are
seeking to rectify
this.

savings for the BM4
package.

Agree/Disagree.
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BM4 package if

Variance from BM3

Treasury package ($m)
Follow u Minister of Finance recommendation 00 SEMIED b (LD
Vote ID Title . P Treasury response - accepted ($m) savings)
question raised decision
oyersge | Tom | Aversse | roum
p.a. capital p.a. capital
[33]
EITHER:
You requested Agree to reduce these
further savings to $7.1 million per
information about annum in the BM4
. MBIE Energy this initiative, package.
Business, Portfolio specifically ;
Science and | 15655 P 23 Agree/Disagree. (7.1) 1.4
Innovation rogrammes — [33] OR
return of funding
Agree to not make any
further changes to the BM4
package.
Agree/Disagree.
Health
[33] [33]
Operating cost ($million)
2023/24 [ 2024/25 T 2025/26 [ 2026/27 [ 2027/28 | Total
[33]
At Budget
Tax inky Mat'ters on3
April,
smoked tobacco
[33]
products
Health 16085 (Remove duty
from heated Scenario 3 (50%
tobacco tax removal on 0 11 44 74 82 211
products) HTPs)
[33]
[33]
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BM4 package if

Variance from BM3

Treasury package ($m)
Follow u Minister of Finance recommendation L0 GRS ) (LB
Vote ID Title . P Treasury response - accepted ($m) savings)
question raised decision
operating | 1Ol | goorcen | Tota
p.a. capital p.a. capital
No Vote
EITHER:
The current package does not include any provision for the Prime Minister's Emerging Priorities Fund Agree to top up the EPF
(EPF). This fund has historically played a similar function to the Between-Budget Contingency, but is by $20 million over the
explicitly connected to the Prime Minister’s priorities (such that other Portfolio Ministers cannot seek forecast period.
draw-downs from it without the Prime Minister’s explicit permissions). In the past it has been used to Agree/Disagree.
You have not respond o crises or major national events (e.g., the 15 March terrorist attacks). The current balance of | o
raised this the EPF is $0. There is a choice about whether (and, if so, by how much) you top up the EPF at Budget
, .| Questiondirectly, | 2024 Top ups to the EPF have varied significantly year-on-year, with the post-Budget balance Indicate that quantum
Prime Minister's | but —after averaging $36.0 million over the forecast period since Budget 2020. After Budget 2023, the balance (over forecast period) you
None None Emerging discussions with | \ya5 $15.5 million. Given the constrained allowances, we recommend that this is topped up by a | Wish to top up the EPF by. 5 - 5 -
Priorities Fund | your office —we | naximum of $20 million over the forecast period at Budget 2024.
have wanted to [33]
. [33]
draw it to your
attention.

Oranga Tamariki

(33]
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BM4 package if Variance from BM3
Treasury package ($m)
Follow u Minister of Finance recommendation L0 GRS ) (LB
Vote ID Title . P Treasury response - accepted ($m) savings)
question raised decision
oyersge | Tom | Aversse | roum
p.a. capital p.a. capital
[33]
Tertiary Education
As flagged in the Education bilateral meeting with Hon Simmonds and Stanford, the Apprenticeship
Boost Initiative (ABI) scheme can be scaled from its current design by reducing the number of sectors
who receive support, providing support for either first or second year apprenticeships only, and/or
Budget Ministers | reducing the level of the financial payments.
requested The package currently includes Treasury’s preferred heavily scaled option at an ongoing cost of | Agree to maintain the
getai\\élrllyé ?gra![ﬁc; $29.223m per annum from 2025/26 onwards. This scales the existing scheme by: design of the significantly
P finuation of e Targeting to priority sectors (81% of existing sectors). scaled ABI option currently
continuation o : , o . L included in the Budget
the e Scaling support to first-year apprenticeships only (excluding second year apprenticeships). package (Treasury
gpprﬁti'?'eihip There are other options for the design of the scheme recommended);
Tertiary Apprenticeship (A?BOIS; nitiative For example, the scheme could be scaled by reducing the monthly payment from $500 to $300, or Agree/Disagree .
Education 15738 Boost Initiative ' further scaling the number of sectors who benefit from the scheme. 16.2 (2.0) -
We note that scaling of any kind is likely to reduce the impact of the scheme, however given there is ;
Treasury seeks limited evidence available on the effectiveness of the scheme in influencing employers to take on Note we hlave provided a
firmation ; ) ; L ) more detailed 1-pager on
your con apprentices, we consider that a funding reduction is appropriate. the ABI t fi
of your preferred » L . L N - e O your oftice,
. The Ministry of Education’s original submission was to maintain the Apprenticeship Boost Initiative at a | which can be used to
design for a . . e . ; .
heavily scaled cost of $65.0m per annum from 2025/26 onwards, with scaling to 81% of priority sectors. This option support more detailed
version of the most closely resembles the Government’s commitment to ‘maintain the ABI,” but comes at the highest conversations if useful.
ABI cost.
*This decrease reflects that the initiative total operating cost has reduced from $73m to $65m. This is to
reflect what was agreed at the bilateral but had not yet been reflected in the Budget package.
Student loan- We seek your Confirm your agreement
related confirmation on | stydent loans have OBEGAL impacts through the initial fair value write down (expense) on the to the Treasury’s
15868 initiatives, which :he ?pprgagh t? issuance of loans and the interest unwind (revenue) overtime as the loans are repaid. recommendej[d fiscal hi
Tertiary 15735 are: irzeiir?alt?\?es L\j\,it%e What counts against Budget allowances is a choice for Ministers to make (informed by Treasury advice) tmhgnoapgei;?nng ?gg;%?; froonl;
Education 15736 ¢ Increasing student loan so we seek your agreement to this approach, both for Budget 2024 and future decisions. There have student loans; in particular
15767/15740 the Student impacts, as per beenr?o gie?smnsf_\/vnhths|gn|f|cant |r:npa_cts fon stugent loans for several years, and so Budget 2024 is an that they should impact on
Loan the advice opportunity to confirm the approach going forwards. the operating balance
Scheme provided in the before gains and losses
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BM4 package if

Variance from BM3

Treasury package ($m)
Follow u Minister of Finance recommendation L0 GRS ) (LB
Vote ID Title . P Treasury response - accepted ($m) savings)
question raised decision
oyerege | tom | Aversge | rom
p.a. capita p.a. capita
overseas Education Treasury recommended approach: Because over time the OBEGAL impacts of policy changes (OBEGAL) and not be
interest Bilateral Briefing | related to student loans are approximately neutral, Treasury’s recommendation is that policy decisions | counted against Budget
fC:erU|a by | (T2024/687 which impact on student loans do not impact on the Budget allowance, but impact OBEGAL directly. allowances.
;e/;:gr 5 refers). Alternatively, operating impacts (both savings and new spending) could be counted against the Budget | Confirm/Do not confirm.
Managing operating allowance to recognise the impact of policy decisions. If student loan impacts for all four
Tertiary student loan-related Budget 2024 initiatives were managed against the Budget operating allowance, Note Treasury’s
g this would have a material negative impact on the Budget 2024 (and likely future .
Education recommended approach is
and Training reflected in the current
System Budget package and your
Pressures: support of the above
Increased approach would result in
Fees no changes to the
Fees Free — package.
Replacing
First-Year
with Final-
Year Fees
Free
Investment
in tax
compliance
activities
(including
overseas-
based
student loan
borrowers)
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