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Accrual 

Recognising revenue when earned or receivable and 

expenses when incurred  

 

AS WELL AS 

 

when cash is received (revenue banked) and paid 

(expenses settled) 



Budgeting 

• A resource allocation process? 

 

• A means to hold the public sector accountable? 

 

• A forecast? 

 

• A limit? 
 

 

 



Outline of Presentation 

• Starting at the end – the documentation 

• Fiscal forecasts to appropriations and back 

 

• The decision making process 

• Fiscal strategy 

• Appropriations decisions 

 

• Managing issues and gaining the benefits 

 
 











Public Finance Act – section 4 

The Crown or an Office of Parliament must not incur 

expenses or capital expenditure, except as 

expressly authorised by an appropriation, or other 

authority, by or under an Act 



2010 Budget 

Forecast core Crown expenses $65,282 

Less Forecast expenses not yet appropriated ($254) 

Plus top down expense adjustment $500 

Plus capital charge on outputs and other 

eliminations 

$1,459 

2009/10 Expense Appropriations sought $66,987 

Output Expense appropriations $31,314 

Benefit s and other unrequited expenses $21,191 

Borrowing Expense Appropriations 2,157 

Other expense appropriations $12,325 

2009/10 Expense Appropriations sought 

 

$66,987 



Public Finance Act – section 5  

The Crown or an Office of Parliament must not spend public money, 

except as expressly authorised by or under an Act (including this Act). 

 

Public Finance Act – section 6  

Public money may be spent, without further authority than this section, 

for the purpose of  

a. meeting expenses or capital expenditure incurred in accordance with 

an appropriation or other authority by or under an Act; and 

b. the payment of goods and services tax in relation to those expenses 

or capital expenditure; and 

c. the repayment of debt of the Crown or an Office of Parliament; and 

d. the settlement of liabilities of the Crown or an Office of Parliament. 

 









Fiscal Objectives 

Debt 

Manage total debt at prudent levels. Over the short to medium term it is 

prudent to allow an increase in debt to deal with the current economic and 

fiscal shock. However, we need to ensure that this increase is eventually 

reversed and that we return to a level of debt that can act as a buffer 

against future shocks. We will do this by ensuring that net debt remains 

consistently below 40% of GDP, and is brought back to around 30% of 

GDP no later than the early 2020s.Over the longer term, we consider that 

it is prudent to have net debt closer to 20% of GDP and we will work 

towards this as conditions permit. 

 

Operating balance 

Return to an operating surplus sufficient to meet the Government's net 

capital requirements, including contributions to the New Zealand 

Superannuation Fund, and ensure consistency with the debt objective.  

 











Accrual Budget Decision-making 

Macroeconomic Fiscal Decision-making 

 

Micro-economic resource allocation 

 

 





Implementing Fiscal Strategy 

• Delaying promised tax cut 

 

• Temporarily suspending required contributions to the 

NZ Superannuation Fund 

 

• Reducing the Growth of Government Spending 

•   by reducing operating allowances for new expenditure by 63%  

 

 

 



Accrual Budget Decision-making 

• Decisions affecting Baselines must be approved by 

Cabinet or (depending on delegations) joint 

Ministers (the  Minister of Finance and the Minister 

responsible for the Expenditure) 
 

• Such decisions are made on the basis of financial 

recommendations 
 

• Those financial recommendations must contain the 

data entry information for the budgetary accounting 

system 
 

• They show the impact on the operating balance 

and/or debt if the recommendation is approved.  



The basic form of financial 

recommendation… 

1. approve the following changes to appropriations to resource programmes that 

train policy analysts to prepare financial recommendations, with a corresponding 

impact on the operating balance: 

 

 $m – increase/(decrease) 

Vote Education 

Minister of Education 

2006/07 2007/08 2008/09 2009/10  2010/11& 

Outyears 

Departmental Output Expense: 

Policy Advice 

(funded by revenue Crown) 

 

0.500 

 

 

0.500 

 

0.750 

 

0.750 

 

0.750 

 

2. agree that the changes to appropriations for 2006/07 above be included in the 

2006/07 Supplementary Estimates and that, in the interim, these expenses be met 

from Imprest Supply. 



Impact Tables 

5. agree to increase funding to implement resource programmes that train policy 

analysts to prepare financial recommendations: 

 

 $m – increase/(decrease) 

Vote Education 2006/07 2007/08 2008/09 2009/10  2010/11& 

Outyears 

Operating Balance Impact 0.250 0.300 0.300 0.300 0.400 

No Impact 0.750 0.900 0.900 0.900 1.200 

Total 1.000 1.200 1.200 1.200 1.600 

 

this is the ‘impact table’ that splits out the value of expenditure with an 

operating impact, debt impact, or no impact 



Reaping the Benefits and       

Managing Issues  

• Financial information for decision making 

 

• The Capital Budget and Depreciation 

 

• Risk management – budgeting for gains and losses 



Financial Information and  

Decision-making 

• Clarity in decision making: 

• This will impact operating balance by 

• This will impact debt by  

 

• Subsidies, Concessions and other time-bombs 

 

• Bringing out into the open disagreements between 

levels 



The Capital Budget and Depreciation 

A benefit of accrual accounting is greater confidence in the asset ledger 

 

A risk with accrual budgeting is confusion about depreciation 

 

Separate decisions on capital acquisition and  capital funding 

 

Depreciation:   a measure of the cost of consuming assets. 

 

Budgetary decision to reimburse that cost: 

• From past reserves, present revenues, or borrowing? 

• Financial management rules over maintaining “capital” ? 

• What level of discretion given to budget-holdersover capital? 

 

Capital Budget – linked to asset management plans still required 

 

 



Risk management – budgeting for 

gains and losses 
 

• Actual to Budget comparisons 

 

• Recognising risks associated with balance sheet 

structures 

 

• Statements of fiscal risks 

 

• Approving remeasurements 
 

 



Implementing Accrual Budgeting 

• Financial information for decision making 

 

• The Capital Budget and Depreciation 

 

• Risk management – budgeting for gains and losses 



Accrual Budgeting in NZ                                

– a story of integration 

• The documentation integrates ex ante and ex post 

reporting 

 

• The decision making process translates the fiscal 

strategy into individual decisions impacting the 

operating balance and debt 

 

• Reaping the benefits of improved awareness of 

financial implications of decisions, improved asset 

management, improved risk management requires 

integration of the reporting with the budget 

processes 

 



Any clarifications? 


