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Purpose

(IVL) revenue forecasts, and seeks your agreement to changes in ap
revenue to be spent on conservation, tourism infrastructure, and fund ' management costs. W

This paper provides Ministers with the International Visitor Conservation \‘s&isitor Lev
%Eri '
pla

<&

s\to enable |

for the start of

ill provide a sustainable

s to engage with its content —
ne). The latter will be informed by

e Investment Plan is currently

%,
DOC and MBI e ) joint
includ@ nt of fundh%E rent financial year to establish the necessary systems.
| I i h

the IVL, and t r nd management costs for that investment. This

T e summdgrises t venue, investment, and fund management costs for the IVL.
binet ha e variation in spend against revenue will be managed through a

qu morandugm_a at is, carried forward to future years). Likely updates in the next

few months in

lly a small downward revision)

venue forecasts following the annual May release of tourism forecasts

nvestment Plan (likely moving expenditure into outyears)

@ Chanhges to appropriations relating to the substantive investment following approval of the
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$m — increase/(decrease)
2018/19 2019/20 2020/21 2021/22 2022/23 | 2023/24 &

Outyears
Forecast IVL Revenue - 87.350 91.360 95.360 99.400 103.320
Bank fees - 2.184 2.284 2.384 2.485 2.583
Net IVL Revenue - 85.166 89.076 92.976 96.915 100.737
Advisory Group 0.015 0.030 0.030 0.030 0.030 0.030
Conservation Share
Management of Natural Heritage - 41.911 44123 46.073 ﬂ8.043 49.954
Fund Management 0.250 0.400 0.400 0.40 \\\?9,4\00 0.4

Tourism Share AQ/(L%\/ (
Tourisr_n_ Infrastructure and System 41.601 43.76 V}%S\: 47 683 v _ \/9
Capability - ) A
Fund Management 0.200 0.760 Mb 0.760 (@\ V 0.760
Impact on the operating balance (0.465) 0.4 <%\ M - ( "\\\%\J -

paN

Recommended action QU N
e
e to:

.. . . D

The Ministry of Business, Innovation and \np}; ment and t
recommend that you:

a Note that the IVL wil i i :

t our visitors enjoy,

7

N7

\/
nt of Conservation

alise the social and economic benefits of tourism growth

Noted Noted
b Note th rack for collection to commence 1 July 2019, with the IT build well
und subjeet to passage of enabling legislation
Noted Noted Noted

o
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Forecasts
c Note the IVL revenue forecast which has been updated to include:
i.  operational decisions on the liability of individual visas (within the framework agreed
by Cabinet)

ii. application of market by market growth projections

$m — increase/(decrease)

2018/19 2019/20 2020/21 2021/22 2022/23 | 2023/24 &
Outyears
Forecast IVL revenue - 87.350 91.360 95.360 99400 103.320

d Note that there is potential for downward risk in revenue:

Noted Noted @ Not@
A

i.  Inthe first quarter of 2019/20 as travellers will nojte required to hold an ET @\
October 2019, and the IVL creates a financialineentive for visa-requi vellers to
apply for visas ahead of the 1 July 2019
ii. Potential for downward revisions fo \:- ease of ‘! :B E tourism
forecasts in May 2019
Noted Note Noted
Cabinet agreements on expendi
e Note that Cabinet has greed the | pent on conservation, tourism
infrastructure and s ity; and fu ment and collection
Noted Noted
f Note th [ agreed r atd be ring-fenced, and managed through a quasi-
memara ount to en txevenue matches expenditure over time
@ Noted% Noted Noted
n and Tou '%ﬂd

g ote that I mate around $230 million will be available for investment in each of the
conservdtion ourism portfolios over 5 years ($460 million in total), based on revenue
for of fund management and collection costs

Noted Noted Noted

ote Ministers previously agreed the frame for IVL expenditure (annex one provides a

mmary), which includes an Investment Plan for the IVL which will set out intentions across
three pillars — conservation, tourism infrastructure, and system capability

Noted Noted Noted

[ Note that the development of the IVL Investment Plan is underway, with a report on potential
priorities due for Ministers consideration in March, and a draft Investment Plan in June

Noted Noted Noted

j Note that the changes to appropriations sought in this report will be updated following
approval of the IVL Investment Plan by Ministers of Tourism, Finance and Conservation

Noted Noted Noted
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K Note that officials anticipate an annual update of appropriations to adjust for progress of

individual projects, changes in IVL revenue (actual and forecast), and updates to the

Investment Plan

Noted Noted Noted
Fund management and collection costs
I Note that bank fees (credit card charges) are around 2.5% of the revenue collected:
$m —increase/(decrease)
2018/19 2019/20 2020/21 2021/22 2022/23 | 2023/24 &
Outyears
Forecast IVL bank fees 2.184 2.284 2.384 @.485 2.583
Wa
Noted Noted v No%
m  Note that MBIE and DOC require fund management staff for.the | nd, including

contracts, and reporting:
i. Upto5FTEsin MBIE

developing the investment pipeline, provide secretariat seg

@bipates I

i. Upto3FTEsinDOC as the de

Q

lating and

@al programmes

nit

Noted v Noted
n Agree that MBIE and DOCt2ke . 0n some fund ma ‘* staff in the last quarter of
2018/19 in order to maxui -% pact of the v \ year
Agree / Dj : Q’ Agree / Disagree
0 Note the fund nt staff wi stablishing contract and financial
manage ) , So that t be-Used as soon as the Investment Plan is
appreve
%& y Noted% Noted Noted
e followi Wﬂates for fund management and advice:
/3“ /‘> l $m —increase/(decrease)
((»\) 2018/19 |  2019/20 2020/21 | 202122 | 2022/23 | 2023/24 &
A0 Outyears
DOGC fuhdomanagement 0.250 0.400 0.400 0.400 0.400 0.400
M Jhanagement 0.200 0.760 0.760 0.760 0.760 0.760
Troa\ 0.450 1.160 1.160 1.160 1.160 1.160
A4
\) Noted Noted Noted
q Note the following cost estimates for the Advisory Group:
$m —increase/(decrease)
2018/19 2019/20 2020/21 2021/22 2022/23 | 2023/24 &
Outyears
Advisory Group 0.015 0.030 0.030 0.030 0.030 0.030
Noted Noted Noted
2118 18-19 In Confidence 5




Financial recommendations

r Agree to establish the following new appropriations:

Vote Business, Science, and Innovation
Appropriation | Minister of Tourism
Minister
Title | Tourism strategic infrastructure and system capability
Type | Non-Departmental Other Expense
Scope | This appropriation is limited to investment in tourism-related infrastructure and systems,
including capability, in accordance with an agreed International Visitor Co ation and
Tourism Visitor Levy Investment Plan <\ q
Title | Tourism fund management A\\/ \Y ((
= N
Type | Departmental Output Expense V\\\> & \\
Scope | This appropriation is limited to investment advice, ¢ agement and othe pecw
fund management for the tourism portfolio.
g p - P %
Title | International Visitor Conservation and Tou(sQ I:% ction (\\
N\ N\
Type | Non-departmental Output Expense <*\ d<\\
yp p p p ST \/
Scope | This appropriation is limited te\the on costs for the % atk@l Visitor Conservation and
Tourism Levy

AN
N\

Agree / Disagree

— —
Agree / Disagre @ Agre
S Agree to increase @ onservatj , funded by the IVL, with the

following impaijs\ ating bala eutral over the period):
. A

ey
A <O)\\ﬂ $m — increase/(decrease)

\S 3\3 2019/20 | 2020121 | 202122 | 2022123 | 2023/24 &
AQ\ AR Outyears
Opera Iapeempact .\ (0.465) 0.465 ] ] ] ]
\/
NV Agree / Disagree Agree / Disagree
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u

conservation activity, and 50% in tourism infrastructure and systems capability:

Approve the following changes to appropriations to enable 50% of the IVL to be invested in

$m — increase/(decrease)

2018/19

2019/20

2020/21

20

21/22

2022/23

2023/24 &
Outyears

Vote Conservation
Minister of Conservation

Departmental Output Expense:
Management of Natural Heritage
(funded by revenue Crown)

0.250

42.311

44.523

4

6.473

48.443

50.354

Vote Business, Science, and
Innovation

Minister of Tourism

Departmental Output Expense:
Tourism fund management
(funded by revenue Crown)

Non-departmental Output Expense:

International Visitor Conservation
and Tourism Levy collection

Non-departmental Other Expense:

Tourism strategic infrastructure and
system capability

0.215

0.790

0.790

D

7.683

<

b
> 2.583

49.594

\S

Total Operating

6.885

A
/\0'46\5:

.360

99.400

103.320

Approved / Not approv;

\' e

2118 18-19

Q pproved / Ne

p\/

of 2018/19 above be included in the

Approved / Not approved

Agree / Disagree
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Communications with stakeholders

w

Richard Davies
Manager, Tourism Policy

Labour, Science and Enterpriz

19/02/2019

Note the following actions are underway to maintain communications with stakeholders:

i.  MBIE Tourism Policy is engaging with local government and industry
representatives through a range of forums to seek input for the Investment Plan as
well as the Departmental Advisory Group

ii.  INZis working with the tourism sector (e.g. airlines and cruise sector) to ensure that
they (and their customers), are ready for the ETA changes.

ii.  INZis developing an education campaign to support the rollout of the ETA and to
provide the collection mechanism for IVL payment.
iv.  MBIE Tourism Policy will work with DOC to develop ongoing.c jeations to &
support the launch and ongoing operation of the IVL. & ( f
Noted Nom §

onservation

%§ Hon Grant Robertson
Minister of Finance

%@%@f _____ o

%genie Sage

ister of Conservation
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Background

1. Tourism growth in New Zealand is creating pressure on visitor-related infrastructure, and our
public lands and waters. However, managed well, tourism is also a significant opportunity for

productive, sustainable and inclusive growth that promotes conservation outcomes. To
realise this opportunity it is necessary to establish a package of revenue tools that puts

visitor-related infrastructure on a financially sustainable footing and supports conservation

activity.

2. The IVL is one part of that package and will ensure that international visitors are contributing
to the natural environment they enjoy and the facilities they use. Last year Cabinet approved
w Zealand

the establishment of the IVL, to be set at $35 and collected by Immigration

alongside visa and Electronic Travel Authority (ETA) fees.

3.  Cabinet also delegated decisions on expenditure to the Ministers
Conservation. Ministers have previously made decisions on th
expenditure (Annex One provides a summary). This paper

Revenue forecasts and appropr'

ance and

r VL

IVL Revenue forecast is $477 millio
4, MBIE has now finalised th

the original estimate of

a. operational

;@

forecasts for

m|II|on p

the |IabI|

ears

e forecasts are higher than

include the following refinements:

I visas (within the framework agreed by

row prOJectlons (rather than the average growth in

@ﬁ}'

\5\) $m — increase/(decrease)
%\/ D 2019/20 2020/21 2021/22 2022/23 | 2023/24 & 5 Year
Outyears Total
Forecast IVL rev 87.350 91.360 95.360 99.400 103.320 476.790

Risks to

fo casts represent our best estimate. However, there are some known downside

ncluding:

The most likely impact is a downside risk in the first quarter. As the IVL is only payable

on appllcatlons after 1 July, people may apply for their visas earlier than normal to

avoid paying the IVL. In addition, the ETA is not required for entry into New Zealand

until 1 October.

b.  There is also potential for some (small) downward revisions in the tourism growth
forecasts (due to be released in May 2019). MBIE has run a ‘worst case’ weaker

growth scenario (reducing growth from 4-5% per annum to 2-3% per annum), which

would reduce revenue by around $40 million over 5 years

C. There is no adjustment for potential changes in behaviour resulting from the
introduction of the IVL. As noted by Cabinet, there is potential for a small reduction in
the number of visitors, however, $35 is a small cost relative to long haul international

2118 18-19
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travel costs. When considered as part of the 2018 tourism forecasts, neither MBIE’s
forecast team, nor the industry mediation panel considered the potential impact to be
material.

6. A external shock could also affect arrivals. MBIE has modelled a scenario based on the
Global Financial Crisis. This scenario shows a revenue loss of around $65 million over 5
years.

7. Any variation in IVL revenue will be managed through the quasi-memorandum account’, and
updates to the Investment Plan. In addition, the first Investment Plan is unlikely to fully
commit five years of funding, as some of the bigger programmes are unlikely to have been
fully costed at that point. This will also mitigate any financial risk to the Crown.

Breakdown of how the IVL will be spent

8.  The following table summarises the proposed spend, which flows
appropriations. We have allocated net revenue equally betwee
and made provision for fund management costs from within e. This methodo
results in around $230 million over 5 years for substantive inyéstment’in eac&

conservation and tourism ($460 million in total)

T\
( (37*\1\\0 ase/ decrgasé \\>

2018/19 b\wozom &% 22/23 | 2023/24 &
Outyears

Forecast IVL Revenue - \\%%0’ 91.3 95,360 99.400 |  103.320
<\ A\ k

Bank fees N\ N/ 2.184 \ag% {V 2.384 2.485 2,583

N\ N\
\\)) 85.1 \Qﬁs’ 92.976 96.915 | 100.737
LA R
Advisory Group (a o 0015 /%b 0.030 0.030 0.030 0.030

Conservation Share (\ é
Management onﬁ@a We (\\\\< H.911 44123 | 46.073 48.043 49.954
Iy \'

Fund Mafiagement\ O\ Q250 0.400 0.400 0.400 0.400 0.400
AN
Touriem toirastructure an @/9 41.601 43.763 45.713 47.683 49.594

Ca ility
Fund Managem{r( %\) 0.200 0.760 0.760 0.760 0.760 0.760

Impact Q@}\Mg balance -0.465 0.465 - - - -

Net IVL Revenue

N

)
\C;>

g approprlat/ons and managing variances

Officials will update appropriations following forecast rounds (tourism forecasts are due for
release in May 2019) and to align expenditure with the Investment Plan.

10. Given the normal variations in revenue actuals from forecast and the lumpy nature of
infrastructure investment, Cabinet has agreed any variation in spend against revenue will be
managed through a quasi-memorandum account, that is any under- or over-spend will be
carried over into following years.

' Cabinet has previously agreed that IVL revenue and expenditure should be managed through a quasi-
memorandum account. This does not have the same legislative requirements as a memorandum account,
such as tabling in the House. However, it will enable transparent management of revenue and expenditure,
and MBIE and DOC will publish the financial position of the fund annually, and ensure adjustments are made
to appropriations accordingly.
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Investment Plan for the IVL

11.  Ministers have previously agreed that the IVL will be spent 50:50 on tourism and
conservation, and that an Investment Plan will set out spending intentions for 5 years. That
plan is currently in development, including:

a. Officials are meeting with the sector (including local government and industry), and
other government agencies to get their input informally

b.  We will also be appointing the departmental advisory group to provide formal input (we
have consulted separately with the Ministers of Tourism and Conservation on
membership)

C. We will provide a priorities option paper for Ministers in March, and ft Investment

Plan for approval in June.
Collection and fund management costs for the IVL
12. There are no departmental collection costs, as we are using_Immigration"NZ systems.

However, as previously flagged, there are bank fees/cred charges associafed wi
online payments. These are estimated at 2.5% of re . §

13. DOC and MBIE have also identified the resour 1e¢ agethe
investment of the IVL, including developin ipeli gcretariat
support, negotiate and monitor contracis 0 . up to 5 FTEs, and
will pay the Advisory Group fees. D ' iditi 3 FTEs. DOC requires
fewer FTEs as most of the conservation be managed through
existing systems, MBIE on the-ether will be mana substantial grant-based
programme that will inclu : omplex infrast 2,

14.  We are seeking fu

8719 so th t systems can be put in place for the
start of the invest mme in 2 is Will ensure that the IVL fund is investing
t

as early in 20 ssible. T llion sought will go to putting investment

systems iipla manage ; templates etc) and expenditure programme
develop ~ Any funds ap 18/19 will be an advance call on the IVL revenue,
dt gh the qua um account, and therefore fiscally neutral over the

Qu , Minister iously agreed that advice on the IVL Investment Plan should be
informed b roup. Fees for the group are estimated at $0.030 million per year
(daily ra % two meetings and preparation time)
16. F ent costs (i.e. excluding bank fees) are 1.3% of revenue.
17 llowing table provides a breakdown of costs, which are included in the recommended
anges to appropriations:
@ $m —increase/(decrease)
o 2018/19 2019/20 2020/21 2021/22 2022/23 | 2023/24 &
Outyears
Forecast IVL bank fees (2.5%) 2.184 2.284 2.384 2.485 2.583
Advisory Group 0.015 0.030 0.030 0.030 0.030 0.030
DOC fund management 0.250 0.400 0.400 0.400 0.400 0.400
MBIE fund management 0.200 0.760 0.760 0.760 0.760 0.760
Total 0.465 3.374 3.474 3.574 3.675 3.773

% The Tourism Infrastructure Fund is $25 million per annum for small to medium investments, and requires

approximately 2 FTEs over the year.

2118 18-19
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Communications

18. The following actions are underway to maintain communications with stakeholders:

a. MBIE Tourism Policy is engaging with local government and industry representatives
through a range of forums to seek input for the Investment Plan as well as the Advisory
Group.

b. INZ are working with the tourism sector (e.g. airlines and cruise sector) to ensure that
they (and their customers) are ready for the ETA changes.

C. INZ are developing an education campaign to support the rollout of the ETA and to
provide the collection mechanism for IVL payment.

ions to

d.  MBIE Tourism Policy will work with DOC to develop ongoing com
support the launch and ongoing operation of the IVL Fund. This wi
INZ and Tourism NZ.

Financial implications D Q

19. The IVL will be fiscally neutral over time. Variatiorisin
investment profiles from revenue flows will ) @ gd\tirough a
account (overs and unders will be carrie d\te’flture year,

20. In addition, the inaugural investmeant, pl not fully com eats of IVL revenue. This is

primarily due to the stage of planni os} infrastructuré pr re at, however, it also
reduces any fiscal risk.
21. To enable expenditur posing the [ nges to appropriations:

a. Creation(of{ ppropriati@ Business, Science, and Innovation:
~ 2

OlC

Vote <%in¥l€($?\elnce, and I@Q@\y
N — N O
Appropri; Wr of Touris O
Minist{& ? x
e N\

<O‘)W Tourisr?str\a\\wraéﬁucture and system capability

\BVType No@k%}ﬂomer Expense

ng capability, in accordance with an agreed International Visitor Conservation and

Sco ‘ his \@Vpriation is limited to investment in tourism-related infrastructure and systems,
‘:> rism Visitor Levy Investment Plan

.
,\\\? \Be Tourism fund management

\>) D Type | Departmental Output Expense

Scope | This appropriation is limited to investment advice, contract management and other aspects of
fund management for the tourism portfolio.

Title | International Visitor Conservation and Tourism Levy collection

Type | Non-departmental Output Expense

Scope | This appropriation is limited to the collection costs for the International Visitor Conservation and
Tourism Levy

2118 18-19 In Confidence 12




b. Increases to appropriations as follows, to enable 50% of the IVL to be invested in
conservation activity, and 50% in tourism infrastructure and systems capability (around
$230 million each in substantive investment). Note fund management costs are
included in the Vote Conservation Departmental Output Expense:

$m — increase/(decrease)
2018/19 2019/20 2020/21 2021/22 2022/23 | 2023/24 &

Outyears
Vote Conservation
Minister of Conservation
Departmental Output Expense:
Management of Natural Heritage 0.250 42.311 44.523 46.473 48.443 50.354

(funded by revenue Crown) A

A\
Vote Business, Science, and ‘> v q
Innovation & <

Minister of Tourism

\S

Departmental Output Expense:
Tourism fund management
oo by oveaua e 0.215 0.790 @<>g 0.790 7 > 790

47.683 49.594

Non-departmental Output Expense: < <

International Visitor Conservation ) 084 3 485 2583
and Tourism Levy collection : ' y > ’ ’
Non-departmental Other Expense: - %b 601 43 63§b 713

Tourism strategic infrastructure and (&

system capability ﬁ

N N
Total Operating  (CAN\\Bh65 | 86885)) \9ne60 | 95360 |  99.400 | 103.320

> 5
Next steps . (13 > @,\©\S\>

22. Followin r\q&%/val, DO will establish IVL fund management teams. Officials
h 0 t input fro ters of Tourism and Conservation for the Departmental
) Group. We intend e appointments in February.

| be repor, %ters in March on priority options for investing the IVL. Officials
e Advisor ill then develop a draft Investment Plan, which will be ready for

s t
[
Minister@ rin June.

& Summary of IVL Expenditure Framework
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Annex One: Summary of IVL Expenditure Framework

VL Structure

IVL Process

Ministers of Tourism, Finance and Conservation
Investment Plan =

50% Conservation over 5 years

Strategic Tourism
infrastructure
est. 40-45%

o\
eMinsiterialdirection on prioritiesfor the investment p \\))
«Officialsdevelop 3-5 year investment plan with advj

*MBIE and DOC advice on draft investment plan
elnvestment Plan agreed by Ministers of Toufi€m), ..-..-eand@
DY

Conservation
A% N

50% Tourism over 5 years

Conservation
50%

System Capability
est. 5-10%

Aosiapy [ejuawiedag

N\ QAN

N N/ N
eProject plans complete (if not alr b v
eContracts agreed (potential for Ministerial ments)
sFinancial approval by delegated authgrj )

v
V="

*Contract Management \§ he )
*Project Management
*Relationship Management )
,
*Annual reporting of investment plan and outcomes
. s Annual refresh of the investment plan (substantialupdate every 3-5
SELETE years or where required) )

2118 18-19

Objectives, Scope, and Criteria

Py

¢ Haveflexi

IVL Fund will aim to:
+ Contribute to @vem aims urism and conservation
. Contﬁbt@ der louriq ystem change
d; g mechanisms, rather than duplicate
's overall economic strategy of productive, sustainable

A W W ¥

)

Investment Plan may include projects to be delivered by government
agencies, orvia third parties.

¢ Projects may be one-off, time limited, or on-going (but should have exit options)

¢ Co-funding requirements will be considered on a project/programme specific
basis, and take into consideration the level of public v private benefit, and the
financial context of the programme

Projects may be on, off, or adjacent to PCL&W

Conservation — advance the outcomes set out in the New Zealand Biodiversity
Strategy and the (draft) DOC Visitor Strategy

Strategic Tourism Infrastructure — delivering national network and destination
development infrastructure, guided by the (draft) Government Tourism
Strategy and Investment Framework

System Capability - Projects that inform investment, or build capability to
achieve optimal outcomes for the tourism system (as outlined in the Tourism
Strategy)

IVL Expenditure Pillars
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