14 March 2023

Tena koe

On 6 December 2022, you emailed the Ministry of Social Development (the
Ministry) requesting, under the Official Information Act 1982 (the Act), the
following information:

In a MSD affidavit sworn by Jaqueline Kime in February 2022, the
following facts were stated:

Page 155. 'In early May, when post-payment auditing was
predominantly random, only 5% of applications audited required
partial or full repayment. By the end of October, predominantly
targeted auditing found repayments required in 15% of cases and in
35% of cases for resolved investigations.’

1. Please advise details of the work carried out that resulted in the
15% and 35% figures.

Para 12 of the affidavit explanation said that approximately $18.8b was
used to support more than 1.8m jobs.

2. Please advise how the $18.8b figure was calculated by stating the
total for each iteration of the wage subsidy.

3. Please provide any evidence that you have to prove that the
money '‘was used to support more than 1.8m jobs’. Reserve
Bank, IRD and business data shows that most of the money was
not used for this purpose and, clearly businesses were overpaid
for many weeks when they had normal or above normal revenue
and needed no support.

4. Please advise how many times since December 2021 the MSD has
had to co-operate with the Office of the Auditor-General in order
to help them «carry out work to determine how the
recommendations requiring wage subsidy reviews have been
carried out.



5.  Please provide any reports or recommendations about recovering
wage subsidy money overpaid or wrongly obtained or
retained that have been received from the Office of the Auditor-
General after they have checked the methodology and results of
the wage subsidy reviews.

On 20 January 2023, the Ministry emailed you to advise that more time was
required to respond to this request, and the time limit to respond was extended
in accordance with section 15(1) and 15A of the Act. The reason for the
extension was that consultations necessary to make a decision on the request
were such that a proper response to the request could not reasonably be made
within the original time limit.

On 15 February 2023, the Ministry notified you that while we had made a
decision to grant your request in part, it would take more time to prepare this
response for release.

For the sake of clarity, the Ministry will respond to your requests in turn.

1. Please advise details of the work carried out that resulted in the
15% and 35% figures

The Ministry maintains cumulative operational reporting over its integrity
programme for the schemes. As at 30 October 2020, refunds required had
been identified in 1,020 cases out of a total of 6,639 post-payment checks
completed (15.4 per cent), and in 111 cases out of 319 investigations resolved
(34.8 per cent).

Para 12 of the affidavit explanation said that approximately $18.8b was
used to support more than 1.8m jobs.

2. Please advise how the $18.8b figure was calculated by stating the
total for each iteration of the wage subsidy.

As at 1 July 2022, a total of $19 billion had been spent on supporting
businesses to retain and pay their employees through COVID-19 related Wage
Subsidy schemes. See Table One below showing a breakdown of this amount
by the Wage Subsidy schemes available.

Table One: Total amount of Wage Subsidy paid as at 1 July 2022,
broken down by scheme type.

Scheme type Amount
Essential worker $25,412,785.20
Isolating Caring or Sick $85,205,389.20
Leave Support $18,821,259.20
Leave Support December 2021 $422,550,843.50
Self Isolating $20,005,276.20
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Short-term absence payment $44,368,725.51
Original Wage Subsidy $10,948,900,818.9
Wage Subsidy Extension $2,573,279,555.9
Wage Subsidy Resurgence $317,916,844.78
Wage Subsidy March 2021 $183,358,409.61
Wage Subsidy August 2021 $4,790,205,505.8
Total $19,430,025,414

3. Please provide any evidence that you have to prove that the
money '‘was used to support more than 1.8m jobs’. Reserve
Bank, IRD and business data shows that most of the money was
not used for this purpose and, clearly businesses were overpaid
for many weeks when they had normal or above normal revenue
and needed no support.

The Wage Subsidy Scheme (the Scheme) was first announced on 17 March
2020 as part of the Government’s initial package responding to the COVID-19
pandemic and was available from that date.

It was deployed as a high-trust model to deliver funds to support workers,
families and businesses. It enabled rapid support for thousands of New
Zealand businesses and ensured employees were able to remain connected
with their employers during the COVID-19 lockdown.

The Ministry does not report on how many jobs would have been lost if the
employee/employer had not received the Wage Subsidy Scheme. The Ministry
would need to create information to answer this part of your request in the
format you are asking. This would require the Ministry diverting personnel from
their core duties and allocate extra time to complete this task. The diversion
of these resources would impair the Ministry’s ability to continue standard
operations and would be an inefficient use of the Ministry’s resources.

As such, your request is refused under section 18(f) of the Act, as answering
your request requires substantial collation. The greater public interest is in the
effective and efficient administration of the public service.

I have considered whether the Ministry would be able to respond to your
requests given extra time, or the ability to charge for the information
requested. I have concluded that, in each case, the Ministry’s ability to
undertake its work would still be prejudiced.

In the spirit of being helpful, you may be interested to know that on the
Ministry’s website, you can find the report Who received the 2021 COVID-19
wage subsidies?, at: www.msd.govt.nz/documents/about-msd-and-our-
work/publications-resources/statistics/covid-19/who-received-the-2021-

covid-19-wage-subsidies.pdf. The Ministry had conducted an analysis to

Page 3 of 6



understand more about the recipients of the various Wage Subsidies, using
collated data including age, gender, industry, and region of recipients.

Please refer to the detail under ‘Methodology’ and subsequent headings for
information on the calculation of the 1.8 million jobs figure for 2020 Wage
Subsidies (rounded up from 1.76 million jobs in the report).

4. Please advise how many times since December 2021 the MSD has
had to co-operate with the Office of the Auditor-General in order
to help them «carry out work to determine how the
recommendations requiring wage subsidy reviews have been
carried out.

The Ministry has an enduring relationship with the Office of the Auditor-General
(the OAG) and co-operation occurs throughout the year to fulfil our roles.

Since December 2021, engagement with the OAG and Audit New Zealand (in
its capacity as the Ministry’s auditor acting on-behalf of the OAG) has centred
around the annual audit and Parliamentary reporting cycle, i.e. estimates
briefing and annual review. As part of this, consideration of the Scheme has
occurred.

Given the nature of the annual audit and Parliamentary reporting, the Ministry
will provide information and engage with representatives from the OAG and
Audit New Zealand regularly throughout the year. However, due to the
frequency and nature of these engagements, the Ministry does not retain a
record of these interactions. These engagements can range from more formal
meetings where the focus is on providing an overview of current activity or
what is ‘top of mind’ by both the Ministry and the OAG and / or Audit New
Zealand to brief discussions on a specific matter that relates to the annual
audit.

In consultation with the OAG and Audit New Zealand, we have identified five
meetings occurring in 2022 that involved discussion of the Scheme. These
meetings occurred on: 30 March 2022, 28 July 2022, 2 September 2022, 15
September 2022 and 17 November 2022. Meetings involved participants from
the Ministry and the OAG/Audit New Zealand.

Of these five meetings, the Ministry has a record of the final meeting on 17
November 2022. Representatives from the OAG, Audit New Zealand and the
Ministry were in attendance. The meeting provided an overview of recent
activity relating to the Scheme, with a focus on next steps.

I am providing you with as much information as possible. Where I have decided
to grant your request, I have done so by providing you with a summary, of an
outline of the conversation, which you can find enclosed in Appendix One
(section 16 of the Act refers). This outlines the conversation captured in a
subsequent email from the Ministry to Audit New Zealand. The Ministry is
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ensuring sufficient information is provided to address any transparency and
accountability reasons favouring release of the information.

Within the context of the annual audit, the Ministry will provide Audit New
Zealand with information regarding the Scheme over the course of the year.
This information will predominately take the form of data sets or client related
information, rather than coming from a dedicated update on a specific topic.
Audit New Zealand will subsequently review this information and carry-out
their own analysis to inform their findings and conclusions that are
subsequently reported.

5.  Please provide any reports or recommendations about recovering
wage subsidy money overpaid or wrongly obtained or
retained that have been received from the Office of the Auditor-
General after they have checked the methodology and results of
the wage subsidy reviews.

The Ministry has received the following reports from the OAG on the Wage
Subsidy Scheme (the Scheme):

. www.oag.parliament.nz/2021/wage-subsidy - published May 2021
. www.oag.parliament.nz/2021/wage-subsidy-progress - published
December 2021

Both reports are publicly available on the OAG’s website.

In addition, Audit New Zealand have commented on the Scheme as part of
their reports to the Chief Executive on the annual audit. To date we have
received five reports from Audit New Zealand that include commentary on the
Scheme. These are:

. 1. Report to the Chief Executive on the interim audit of the Ministry
of Social Development for the year ended 30 June 2020 (received
August 2020)

. 2. Report to the Chief Executive on the audit of the Ministry of Social
Development for the year ended 30 June 2020 (received March
2021, noting the report is dated as March 2020)

. 3. Report to the Chief Executive on the interim audit of the Ministry
of Social Development for the year ended 30 June 2021 (received
July 2021)

. 4. Report to the Chief Executive on the audit of the Ministry of Social
Development for the year ended 30 June 2021 (received December
2021)

. 5. Report to the Chief Executive on the interim audit of the Ministry
of Social Development for the year ended 30 June 2022 (received
October 2022).
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Relevant extracts from these reports, i.e. relating to the Scheme, are enclosed
with this response. Remaining content within these reports relates to other
aspects of the annual audit.

The principles and purposes of the Official Information Act 1982 under which
you made your request are:

. to create greater openness and transparency about the plans, work
and activities of the Government,

o to increase the ability of the public to participate in the making and
administration of our laws and policies and

. to lead to greater accountability in the conduct of public affairs.

This Ministry fully supports those principles and purposes. The Ministry
therefore intends to make the information contained in this letter and any
attached documents available to the wider public. The Ministry will do this by
publishing this letter the Ministry’s website. Your personal details will be
deleted, and the Ministry will not publish any information that would identify
you as the person who requested the information.

If you wish to discuss this response with us, please feel free to contact
OIA Requests@msd.govt.nz.

If you are not satisfied with this response, you have the right to seek an
investigation and review by the Ombudsman. Information about how to make
a complaint is available at www.ombudsman.parliament.nz or 0800 802 602.

Nga mihi nui

George van Ooyen
Group General Manager
Client Service Support
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Extracts from the Audit New Zealand - Report to the Chief
Executive on the interim audit of the Ministry of Social
Development for the year ended 30 June 2020 (Received August

2020)

In the Report to the Chief Executive on the interim audit of the Ministry of Social
Development for the year ended 30 June 2020, the Wage Subsidy Scheme is
referenced in the following sections:

- Key messages
- Section 2: Wage subsidy scheme.

The relevant extracts of the report are included on the following pages.



From section - key messages on Covid-19 response

While the final sentence infers that further consideration occurs in section 3, this
actually occurs in section 2. Section 3 relates to Covid-19 considerations (non-
wage subsidy).



From section - 2: Wage subsidy scheme
























Extracts from the Audit New Zealand - Report to the Chief
Executive on the audit of the Ministry of Social Development for
the year ended 30 June 2020 (Received March 2021)

In the Report to the Chief Executive on the audit of the Ministry of Social
Development for the year ended 30 June 2020, the Wage Subsidy Scheme is
referenced in the following sections:

Key messages

New recommendations

Matters raised in the audit plan (received May 2020)

Appendix 2: ESCO assessment — management control environment.

The relevant extracts of the report are included on the following pages.



From section - key messages



From section — New recommendations



From section - Matters raised in the audit plan









From section - Appendix 2: ESCO assessment - management control
environment



Extracts from the Audit New Zealand - Report to the Chief
Executive on the interim audit of the Ministry of Social
Development for the year ended 30 June 2021 (Received July
2021)

In the Report to the Chief Executive on the interim audit of the Ministry of Social
Development for the year ended 30 June 2021, the Wage Subsidy Scheme is
referenced in the following sections:

- Key messages
- Section 2: Wage subsidy scheme.

The relevant extracts of the report are included on the following pages.



From section - key messages



From section - 2: Wage subsidy scheme



Extracts from the Audit New Zealand - Report to the Chief
Executive on the audit of the Ministry of Social Development for
the year ended 30 June 2021 (Received December 2021)

In the Report to the Chief Executive on the audit of the Ministry of Social
Development for the year ended 30 June 2021, the Wage Subsidy Scheme is
referenced in the following sections:

Key messages

Matters raised in the audit plan (received April 2021)

Appendix 1: status of open recommendations

Appendix 2: ESCO assessment — management control environment.

The relevant extracts of the report are included on the following pages.



From section - key messages



From section - Matters raised in the audit plan















From section - Appendix 1: status of previous recommendations



From section - Appendix 2: ESCO assessment - management control
environment



Extracts from the Audit New Zealand - Report to the Chief
Executive on the interim audit of the Ministry of Social
Development for the year ended 30 June 2022 (Received October

2022)

In the Report to the Chief Executive on the interim audit of the Ministry of Social
Development for the year ended 30 June 2022, the Wage Subsidy Scheme is
referenced in the following sections:

- Key messages
- Covid-19 products.

The relevant extracts of the report are included on the following pages.



From section - key messages



From section - Covid 19 products









APPENDIX ONE

An extract from the email between the Ministry and Audit New Zealand from 13 December
2022.

In regard to the Ministry confirming with all recipients their eligibility
for the wage subsidy we did question the value of this in light of what
we know to date and the significant effort that would be required - for
the first scheme there were around 400,000 applicants, with around
88% of these being sole traders or employers with five or fewer
employees who received around 31% of the value of the scheme.

As you know, we have been finalising work on the two assurance
samples in response to the previous OAG and Audit NZ
recommendations, are undertaking integrity work over the August
2021 scheme, and are awaiting Deloitte’s assessment to best inform
our next steps. I've included some further insights below for your
consideration in confidence.

While the sample of 339 indicated around 10% may not have been
eligible for the subsidy received, this was a representative sample to
provide assurance over the random integrity checks undertaken at
early in our integrity programme prior to our shift to targeted integrity
checks based on risk, rather than being attributable to all recipients.
We've since captured the results of the two cohorts within the stratified
sample; employers with 6 or more employees, and sole traders or
employers with five or fewer employees:

Of the 161 employers with six or more employees:
. 146 (90.7 per cent) required no further action by the Ministry
. 13 (8.1 per cent) were required to make a part or full refund,
with the most common reasons being ‘circumstances changed’

(4), ‘prediction not realised’ (3), and contractor related (3)

. Two (1.2 per cent) were referred for investigation where fraud
is suspected.

Of the 178 sole traders or employers with five or fewer employees:
. 155 (87.1 per cent) required no further action by the Ministry
. 19 (10.7 per cent) were required to make a part or full refund,
with the most common reasons being ‘circumstances changed’
(4), ‘prediction not realised’ (9), and '‘insufficient info to

determine eligibility’ (4)

o Three (1.7 per cent) were referred for investigation where
fraud is suspected.

At a high level, this indicates that the shift to targeting our checks
based on areas of risk in 2020, along with the ongoing improvements



to our integrity controls and checks, was the right decision. While there
may not be a significant difference between the results for the strata,
we acknowledge there may be potential limitations with receiving
sufficient evidence to determine eligibility from some sole trader and
smaller businesses. Additionally, the most common reasons for
requiring a partial or full repayment are in line with the settings for the
schemes, in that applicants were eligible at the time of application if
predicting they would experience a revenue decline and obligated to
self-assess their entitlement and contact the Ministry regarding
repayment.

In regard to the sample of 1,000 early Wage Subsidy recipients written
to from July 2021, only six recipients indicated that they were not
eligible for the subsidy received, and 47 did not respond to multiple
written and outbound calling attempts to contact them. The 47 non-
respondents have been referred to the Ministry’s Client Support Debt
Management area for further contact prior to repayment requests
being issued. Due to data limitations, the Ministry is considering these
results against a revised sample population of 864 recipients of the
Consolidated Wage Subsidy.

This sample was weighted towards large employers as recommended
and should be more representative of recipients of the early schemes
(the original 1,000 written to represented 2% of applications and
around 10% of expenditure for the Consolidated Wage Subsidy from
4pm on 27 March 2020). The very high level of compliance however
should be considered carefully — the OAG report did note the risk that
some applicants of the first scheme did not fully read the form or their
obligations, however communications and criteria communications
were improved over time.

There are also a number of complications to doing this kind of work
with so much time having passed since the early schemes - there will
always be a level of non-response, and it is resource intensive to follow
up on this, and in some cases the original applicant was no longer
connected to the business and/or the business had changed
ownership. It has taken around 18 months to complete this work.

We're also currently working through the 301 recipients identified by
the IR risk analysis over the August 2021 scheme, starting with
integrity checks for those with the highest risk ratings. We note that
around 10% of those identified by the risk analysis had already been
flagged by our other integrity controls for integrity checks and/or
investigation and so no additional work needs to be conducted. Of the
85 checks completed to date, noting these are the for the highest risk
scores, 40% require a partial or full repayment with the most common
reason being the revenue decline was not realised. Note, for the risk
score threshold set, there were no applications for the smaller March
2021 scheme that warranted immediate attention.

In preparing for the risk analysis we did work with IR to understand
whether there was additional analysis that could be undertaken that



aligned directly with the eligibility criteria for the schemes, but this
was not reliable. Effectively, without a robust data source to further
target identifying non-compliance any ‘fishing exercise’ is expected to
highlight a low level of error and wastage.

Overall, we have reasonably targeted our integrity efforts for the
nature of the scheme, which was broad economic support delivered
through a high trust model. We believe any further work the Ministry
undertakes needs to be balanced with its expected effectiveness as
well as the ongoing impacts on our core duties. Once we have the
findings of the Deloitte assessment, and have considered them along
with the results above, we will be making recommendations as to
appropriate next steps. It is unlikely that writing to every recipient and
requesting and assessing documentary evidence is practical, but there
may be other opportunities we can explore.





