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Cabinet Māori Crown 
Relations: Te Arawhiti 
Committee 

Minute of Decision 

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority. 

Ngāpuhi Treaty Settlement - Sovereign Fund for Ngāpuhi 

Portfolio Treaty of Waitangi Negotiations 

On 23 June 2020, the Cabinet Māori Crown Relations: Te Arawhiti Committee: 

1 noted that in November 2019, Cabinet authorised a group of Ministers to develop, and 

submit for Cabinet approval, a proposal for a Ngāpuhi sovereign fund including investment 

objectives of the fund, options for delivery and associated risks of establishment 

[CAB-19-MIN-0629]; 

2 noted that in March 2020, the Cabinet Māori Crown Relations: Te Arawhiti Committee 

(MCR) noted that: 

2.1 government parties have agreed funding of $150 million for the proposed sovereign 

fund and a Cabinet paper is being developed; 

2.2 the sovereign fund is intended to move Treaty settlement negotiations with Ngāpuhi 

forward; 

2.3 there is an expectation that existing funding in the Treaty of Waitangi Negotiations 

Multi-Year Appropriation will be used for the sovereign fund 

[MCR-20-MIN-0008]; 

3 agreed to establish a sovereign fund for Ngāpuhi; 

4 agreed the following broad parameters for the Ngāpuhi Sovereign Fund (the Fund), subject 

to further technical refinement: 

4.1 the Fund will be established as soon as possible,  

4.2 the Fund’s performance will be reviewed after two years to inform Cabinet on 

whether further capital contributions should be made, 

4.3 the Fund’s investment purpose will be to: 

4.3.1 acquire and develop diverse assets for the Crown to offer as redress in a 

Ngāpuhi settlement, and 

4.3.2 grow the financial value of the Fund; 
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17 agreed to establish the following new appropriations: 

Vote Appropriation 
Minister 

Title Type Scope 

Treaty 
Negotiations 

Minister for Treaty 
of Waitangi 
Negotiations 

Operations of 
the Ngāpuhi 
Sovereign 
Fund Entity 

Non- 
Departmental 
Output Expense 

This appropriation is limited 
to the administration and 
management of the 
Ngāpuhi Sovereign Fund 

Treaty 
Negotiations 

Minister for Treaty 
of Waitangi 
Negotiations 

Capital 
Investment in 
the Ngāpuhi 
Sovereign 
Fund Entity 

Non- 
Departmental 
Capital 
Expenditure 

This appropriation is limited 
to the Crown’s capital 
investment in the Ngāpuhi 
Sovereign Fund 

18 approved the following changes to appropriations to give effect to the policy decisions 

above, with a corresponding impact on the operating balance and debt: 

$m – increase/(decrease) 

Vote Treaty Negotiations 
Minister for Treaty of Waitangi 
Negotiations 

2020/21 2021/22 2022/23 2023/24 & 
Outyears 

Non-Departmental Capital Expenditure: 
Capital Investment in the Ngāpuhi 
Sovereign Fund Entity 150.000 - - - 

Non-Departmental Output Expense: 
Operations of the Ngāpuhi Sovereign 
Fund Entity 1.000 2.000 2.050 1.900 

Total Operating Balance Impact 1.000 2.000 2.050 1.900 

Total Debt Impact 150.000 - - - 

19 agreed that the proposed change to appropriations for 2020/21 above be included in the 

2020/21 Supplementary Estimates and that, in the interim, the increases be met from Imprest 

Supply; 

20 agreed that the output expenses under paragraph 18 above be charged against the Budget 

2020 between-Budget operating contingency; 

21 agreed that the capital expenditure in paragraph 18 above will be offset through a 

corresponding reduction in the charge against the Treaty settlement multi-year appropriation 

at the time of the finalisation of the agreement of the Ngāpuhi mandated entity to accept the 

Fund as redress; 

22 noted that the above decisions will not affect the quantum forecast for Ngāpuhi, though 

funding will ultimately need to be returned to the fiscal forecast ahead of settlement to 

provide for the settlement expense, and any loss in the value of the Fund will require 

additional funding to meet the expense; 

23 agreed that the capital expenditure will not be a charge against the Budget 2021 multi-year 

capital allowance on the basis that the cost will be fiscally neutral as it will be offset by a 

future reduction in the Treaty settlement multi-year appropriation; 

24 noted that, in preparing the Pre-Election Economic and Fiscal Update, Treasury will need to 

consider the certainty that the $150 million capitalisation of the fund will be offset by an 

equivalent reduction in the Treaty settlement multi-year appropriation within the ten-year 

forecasting period; 
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25 noted that the Pre-Election Economic and Fiscal Update fiscal forecasts prepared by 

Treasury are likely to incorporate the $150 million capitalisation cost in the debt track 

without a corresponding reduction within the ten-year period, but include a Specific Fiscal 

Risk that the cost might be offset within the ten-year forecasting period; 

26 noted that there are additional one-off establishment costs for the Fund in the 2020/21 year, 

which will be reprioritised within Te Arawhiti baselines; 

27 noted that the Minister for Treaty of Waitangi Negotiations, in consultation with the 

Ministers of Finance, Māori Development and Regional Economic Development, will report 

back to MCR by the end of the year seeking final decisions on the design of the Ngāpuhi 

Sovereign Fund including investment principles, monitoring arrangements,  

 how the Fund will be managed, and 

final establishment timeframes. 

Rachel Clarke 

Committee Secretary 

Present: Officials present from: 
Rt Hon Winston Peters 

Hon Andrew Little 

Hon David Parker 

Hon Nanaia Mahuta (Chair) 

Hon Stuart Nash 

Hon Shane Jones 

Hon Eugenie Sage 

Office of the Prime Minister 

Officials Committee for MCR 
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out on desirable investment opportunities in the period up until settlement.  A fund 
would support economic activity in the aftermath of the COVID-19 pandemic. 

7. I therefore seek Cabinet’s agreement to establish such a fund, including decisions on
five high-level questions in respect of a sovereign fund for Ngāpuhi:
a. What is the Fund’s investment purpose?

Consistent with the policy rationale for the Fund, I propose that its 
investment purposes be to: 

i. acquire and develop diverse assets for the Crown to offer as
redress in a Ngāpuhi Treaty settlement, and

ii. grow the financial value of the Fund.

Detailed investment principles, which I will put to Cabinet by the end 
of the year, will ensure the Fund’s two purposes are achieved. 

b. What should the Crown’s initial capital investment be? And where will the initial
capital come from?

I propose that the Crown’s initial Capital investment be $150 million. 
This amount will allow the Fund to achieve its dual purposes on a scale 
in the short-term that will support Treaty settlement negotiations, while 
keeping the Crown’s risk manageable. I propose the Fund be reviewed 
two years from establishment. Following this, Cabinet may choose to 
invest more capital in the Fund.  

I propose the initial capitalisation of the Fund not be a charge against 
the Budget capital allowance, but instead that the capital expenditure 
be offset through a corresponding reduction in the charge against the 
Treaty settlement multi-year appropriation at the time of the finalisation 
of the agreement of the Ngāpuhi mandated entity to accept the Fund 
as redress. 

This approach reflects my proposal that the Fund form part of the 
Ngāpuhi settlement. Treaty assets held by the Fund will be used as 
settlement redress. Any Fund value not directly used in the settlement 
may still be used to offset the settlement expense. 

c. How should the Fund be structured, governed, and managed?

I am proposing that the Fund has both an ‘asset-banking’ and 
‘commercial investment, post-settlement governance entity-type’ 
portfolio to guide directors in balancing purely commercial activity with 
the objective of acquiring settlement assets. 

I have considered a range of entity types to govern and manage the 
Fund, including using an existing entity such as the New Zealand 
Superannuation Fund. While this would minimise investment risk and 
bring credibility, the acquisition of diverse assets for Treaty settlement 
purposes would be a new function for any of the Crown’s investment 
management entities. This would require a special focus from a board 
with a large existing portfolio. New legislation would be required to add 
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Background 

9. On 25 November 2019, in relation to the Fund, Cabinet:

a. authorised the Minister for Treaty of Waitangi Negotiations, in consultation with
the Minister of Finance, Minister for Māori Development, and the Minister for
Regional Economic Development to scope, develop, and submit for Cabinet
approval, a proposal for a Ngāpuhi sovereign fund including investment
objectives of the fund, options for delivery and associated risks of
establishment;

b. noted that it is the expectation of Ministers that existing funding in the Treaty of
Waitangi Negotiations Multi-Year appropriation be used to fund the Fund; and

c. directed Te Arawhiti and Treasury officials to work together to determine
appropriate accounting treatment of the existing Treaty of Waitangi
Negotiations Multi-Year Appropriation to finance the Fund [CAB-19-MIN-0629
refers].

10. In the context of the discontinuation of Crown recognition of the Tūhoronuku
Independent Mandated Authority’s mandate, the Minister for Māori Development and
I indicated publicly that a Fund was being considered. We also noted that we intend
the Ngāpuhi settlement to have the following characteristics:

a. a single settlement quantum amount; and

b. a single, shared package of commercial redress (of which the Fund and its
assets would form part); but

c. area-specific cultural redress.

11. On 10 March 2020, the Cabinet Māori Crown Relations - Te Arawhiti Committee
(MCR) noted that:

a. in November 2019, Cabinet authorised the Minister for Treaty of Waitangi
Negotiations, in consultation with relevant Ministers, to develop a proposal for
a sovereign fund for Ngāpuhi, including investment objectives of the fund,
options for delivery, and associated risks of establishment;

b. government parties have agreed funding of $150 million for the sovereign fund
and that a paper outlining the matters above is being developed;

c. the sovereign fund is intended to move Treaty settlement negotiations with
Ngāpuhi forward; and

d. the expectation is for existing funding in the Treaty of Waitangi Negotiations
Multi-Year Appropriation will be used for the sovereign fund [MCR-20-MIN-008
refers].
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away at the capital base if the fund is not making a profit. Additionally, this approach 
may be negatively perceived as the Crown’s bureaucracy impacting on the Ngāpuhi 
settlement value (though this would not be the case as settlement value is preserved 
regardless of the performance or value of the Fund). 

What is the proper level of Ngāpuhi involvement in designing and establishing the 
Fund? 

50. The Minister for Māori Development and I met with approximately 350 members of
Ngāpuhi on 8 December 2019 at Waitangi. Some attendees at this meeting expressed
broad support for the Fund but also expressed an expectation that it would be co-
designed between Ngāpuhi and the Crown. Te Puni Kōkiri consider Ngāpuhi should
have input into the set-up of the Fund and the appointment of Fund directors.

Fund design and establishment decisions are properly for Cabinet alone 

51. The Fund is to support the Crown toward eventual Treaty settlement with Ngāpuhi.
How the Fund is designed, accounted for, and established must suit Crown purposes
as I have set out in this paper. These are properly decisions for Cabinet alone.

52. There are risks of not seeking Ngāpuhi input to the design of the Fund. Members of
Ngāpuhi may allege that the Crown failed to adequately engage with ngā hapū o
Ngāpuhi on a decision that affects them.

53. However, this would be to misconstrue the intent and purpose of the Fund. I am
proposing a Fund held by the Crown, seeded by Crown money and with shareholding
Ministers. The risk of financial loss is borne by the Crown. While the Fund is intended
to appeal to Ngāpuhi it will only belong to Ngāpuhi when a duly mandated entity
resolves to purchase the Fund as redress.

54. To manage this risk, I will provide public communications that emphasise that:

a. the Fund is a Crown entity designed to accumulate property and assets for a
Ngāpuhi settlement;

b. the Fund’s operation will not affect quantum negotiations and any loss on
investments will be borne by the Crown;

c. Ngāpuhi uri are encouraged to apply to be directors of the Fund (if it is
established as a Schedule 4A company); but candidates will be assessed
principally on their business and investment expertise. I will invite suitably
qualified Ngāpuhi to provide expressions of interest into the appointment of
directors for the Fund if it is to be a Schedule 4A company; and

d. Ngāpuhi will be informed of the details of the Fund design as it is developed
and kept appraised periodically of its operations.
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Of establishing the Fund 

76. I propose to establish two appropriations within Vote Treaty Negotiations:

a. Non-Departmental Output Expense – Operations of the Ngāpuhi Sovereign
Fund Entity. This appropriation will be limited to the administration and
management of the Ngāpuhi Sovereign Fund; and

b. Non-Departmental Capital Expenditure – Capital Investment in the Ngāpuhi
Sovereign Fund Entity. This appropriation will be limited to the Crown’s
investment in the Ngāpuhi Sovereign Fund;

77. The second appropriation would usually require a charge against the Budget capital
allowance, but instead I propose that the capital expenditure be offset through a
corresponding reduction in the charge against the Treaty settlement multi-year
appropriation at the time of the finalisation of the agreement of the Ngāpuhi mandated
entity to accept the Fund as redress.

78. The implication of this approach is that the Fund will ultimately be a credit against the
usual settlement cost. This means that any loss in the value of the Fund will need to
be made up with new money for the settlement to go ahead.

79. Under section CW38B of the Income Tax Act 2007, public-purpose Crown-controlled
companies are not liable for income tax on many types of transactions, including
capitalisation. Officials will confirm that this applies to the company proposed here with
Inland Revenue prior to the year-end report-back.

80. This proposed approach mirrors the approach taken in the establishment of the
Provincial Growth Fund Limited.

81. The first appropriation, relating to the ongoing costs of operating the Fund, is sought
as a charge against the between-Budget contingency. Te Arawhiti estimates the cost
of operating the Fund will be around $2 million per year based on the parameters
outlined in this paper, broken down as below:

$m – increase/(decrease) 
Operating costs 2020/21 2021/22 2022/23 2023/24 and 

Outyears 
Board costs (e.g. fees, travel) 0.300 0.550 0.600 0.600 

Fund management costs (e.g. 
managers, analysts, back-office) 

0.600 1.250 1.250 1.100 

Social disbursement costs (e.g. cost of 
running/outsourcing social disbursement 
activity) 

0.100 0.200 0.200 0.200 

Total 1.000 2.000 2.050 1.900 

82. There is an additional $0.6 million one-off cost of establishing the Fund, due to the
need for specialist legal and investment expertise. Te Arawhiti will continue to fund
these establishment costs through internal reprioritisation.
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15. authorise the Minister of Finance to issue drafting instructions to the
Parliamentary Counsel Office to draft an Order in Council to add the entity
managing the Ngāpuhi Sovereign Fund to Schedule 4A of the Public Finance
Act 1989;

16. authorise the Minister of Finance and the Minister for Treaty of Waitangi
Negotiations to determine whether any of sections 161-165 of the Crown
Entities Act 2004 (regarding financial restraints) do not apply to the Fund prior
to drafting instructions being issued;

17. agree to establish the following new appropriations:

Vote Appropriation 
Minister 

Title Type Scope 

Treaty 
Negotiations 

Minister for Treaty 
of Waitangi 
Negotiations 

Operations of 
the Ngāpuhi 
Sovereign 
Fund Entity 

Non-
Departmental 
Output Expense 

This appropriation is 
limited to the 
administration and 
management of the 
Ngāpuhi Sovereign Fund 

Treaty 
Negotiations 

Minister for Treaty 
of Waitangi 
Negotiations 

Capital 
Investment in 
the Ngāpuhi 
Sovereign 
Fund Entity 

Non-
Departmental 
Capital 
Expenditure 

This appropriation is 
limited to the Crown’s 
capital investment in the 
Ngāpuhi Sovereign Fund 

18. approve the following changes to appropriations to give effect to the policy
decision in recommendation 3 - 5 above, with a corresponding impact on the
operating balance and debt:

$m – increase/(decrease) 
Vote Treaty Negotiations 
Minister for Treaty of Waitangi 
Negotiations 

2020/21 2021/22 2022/23 2023/24 & 
Outyears 

Non-Departmental Capital Expenditure: 
Capital Investment in the Ngāpuhi 
Sovereign Fund Entity 150.000 - - - 
Non-Departmental Output Expense: 
Operations of the Ngāpuhi Sovereign 
Fund Entity 1.000 2.000 2.050 1.900 

Total Operating Balance Impact 1.000 2.000 2.050 1.900 

Total Debt Impact 150.000 - - - 

19. agree that the proposed change to appropriations for 2020/21 above be
included in the 2020/21 Supplementary Estimates and that, in the interim, the
increases be met from Imprest Supply;

20. agree that the output expenses under recommendation 18 above be charged
against the Budget 2020 between-Budget operating contingency;

21. agree that the capital expenditure will be offset through a corresponding
reduction in the charge against the Treaty settlement multi-year appropriation
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