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7. The IBC identified that two options scored well against critical success factors. 
These were Option 3 (a new Crown Agent for administrative regulatory functions) 
and Option 5 (the enhanced status quo). 

8. Under both options, the policy and system oversight functions remain with Police. 
This means Police would continue to advise you on the Arms regulatory system, 
and continue to be responsible for regulatory and legislative development, as 
well as informing you of Arms policing matters.  

9. Your office indicated your preference for progressing Option 3 (new Crown 
Agent) and the Cabinet paper has been developed on this basis. 

Agency feedback  

10. The Treasury and Te Kawa Mataaho, the Public Service Commission (PSC) do 
not support the new Crown Agent option.  

11. PSC opposes the proposal to create a new Crown entity. PSC consider that 
placing the licensing and permitting functions further from Ministers, as would be 
the case with a Crown Agent, increases the risks associated with the firearms 
system.  Activities such as granting firearms licences and permits for importation 
and purchase of firearms entail high risk to life and security and require close 
linkages with the intelligence system. They cannot be cleanly separated from 
Police, given Police’s essential role in vetting, on the spot compliance and 
enforcement. This is even more important in the wake of the Christchurch 
terrorism event. 

12. PSC agree that having all Arms Act related functions located in Police may create 
some public perception issues and also that the system needs significantly more 
dedicated resourcing and focus. PSC have been working with Police for some 
time on the question of what elements of the Arms Act system it would be 
sensible to place with other agencies and how. PSC’s first preference is for the 
strategy and policy around firearms, including oversight of the overall 
performance of the regulatory regime, to move out of Police (option 1 in the 
paper). PSC’s view is that oversight on such an important topic would be best 
situated in a Public Service Department. This would enable Police to focus on 
providing advice to Ministers on the operational issues and risks relating to the 
system. PSC also see opportunities to strengthen oversight of the system, for 
example through ring-fencing funding so it can be separately planned and 
scrutinised as it is for road policing. 

13. The Treasury does not support the proposal to create a new Crown entity for 
firearms regulation. The Treasury acknowledge the importance of ensuring a 
degree of independence for the regulator, but consider that this could be 
achieved through establishing a Branded Business Unit within Police (Option 5 
in the paper), and ring-fencing funding in a separate appropriation.  

14. Treasury share Te Kawa Mataaho Public Service Commission’s concerns about 
operational and security risks and consider that those risks outweigh any benefits 
from statutory independence.  
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15. In addition, the Treasury do not consider that a new Crown entity would deliver 
good value for money. A Crown Agent will cost fee payers and the Crown $12 
million more in transition costs than a Branded Business Unit, and an additional 
$10 million per annum in marginal costs, primarily due to losing economies of 
scale and having to establish new back-office functions. The Treasury consider 
that this additional funding would be better utilised by improving the effectiveness 
of the regulator on the ground, particularly as this function is partly cost-
recovered from users.   

16. Ministry of Justice officials consider there is benefit in further discussions with 
other agencies about where the policy and system oversight function should sit, 
including the optimal level of independent oversight, and the appropriateness of 
the firearms policy function being held in a non-Public Service Department (such 
as Police).  

Police response to the policy and system oversight functions comments 

17. At present, the Cabinet paper is drafted on the assumption that Police will keep 
the policy and system oversight function under both the new Crown Agent option 
(Option 3) and the enhanced status quo (Option 5). As indicated, the former 
Minster of Police sought further analysis on all five options but did not seek any 
specific advice about moving the Policy function from Police. Options 3 and 5 
scored most highly against the assessment criteria in the IBC. 

18. You will note that Option 4 proposes a new Crown Agent with policy and system 
oversight moving to a Public Service Department such as Justice. Likewise, 
Option 1 is similar to Option 5 (the enhanced status quo) except that policy and 
system oversight moves from Police. 

19. Police’s view is that the reform of firearms legislation undertaken during 2019 
and 2020 would not have been possible at that pace and quality if the policy 
function was separated from the operational knowledge held by Police. Police 
would also argue that the separation of the Policy function within Police enables 
critical analysis of operational experience and proposals informed by standard, 
neutral policy analysis.  

20. Any proposal to separate the policy and oversight functions should take account 
of lessons learned from the Royal Commission report from the decentralised 
model of the counter-terrorism system. This manifested in operational policy or 
threat assessments being provided to Ministers in isolation from strategic policy.  

21. If you wish to explore the option of moving policy and system oversight functions 
from Police, we recommend that decision be removed from the current Cabinet 
paper. Once further consultation between officials and Ministers occurs on this 
matter, we could return to Cabinet for confirmation on this point. This could occur 
at the time that Cabinet approval is sought for the policy proposals to enable 
drafting the Amendment Bill (assuming Cabinet determines to establish the 
Crown Agent and move relevant decision making). The draft Cabinet paper 
would be amended to address such a decision. 
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22. If you do not wish to explore the option of moving policy and system oversight 
functions from Police, the paper can note this. 

23. The attached draft Cabinet paper has alternative text addressing both of these 
options.  

Police response to the administrative functions comments  

24. Police fully recognises, and has publicly acknowledged that, in the past, it has 
failed to effectively manage the regulation of the risk of firearms, as identified in 
the Royal Commission Inquiry into the Terrorist Attack on Christchurch Mosques. 
Police had identified weaknesses in its delivery prior to the attacks and had 
established a significant improvement programme. Police had, over a number of 
years, diverted other policing resources to its firearms regulatory function, but 
not to the extent necessary.  

25. Police has sought to increase funding from central government and through cost 
recovery but been almost entirely unsuccessful. The IBC suggests expenditure 
of around $50m per year is required to effectively regulate the risks associated 
with firearms compared to an average expenditure of around $8.1m per year in 
recent years. Police considers that the most significant improvement in 
regulatory controls and risk management will derive from increasing the capacity 
and capability of the response through funding, not by its institutional form.  

26. The Arms Act is designed to allow the safe use of firearms while controlling and 
mitigating against their misuse. Decisions on the issue of a licence, and control 
at import sale and transfer are important critical control steps and rely on 
information obtained through interview or audit of activity and records. Access to 
this type of information is not unique to Police. However, Police, through its core 
operational functions hold additional intelligence which informs overall risk 
assessment of individuals (for example to inform fit and proper assessment at 
point of licence application, or for consideration of the need to revoke a licence) 
and of patterns of risks associated with inappropriate and unlawful use of 
firearms.  

27. Sharing of information between agencies can be arranged, for example under an 
Approved Information Sharing Agreement. But sharing of intelligence to a non-
government, Crown Agent would, in practice, be problematic. Much of the 
information is private, sensitive intelligence drawn from policing activities. 
Individual elements of that information are unlike administrative information held 
by other agencies. Police may be reluctant to share intelligence (such as 
association with known offenders) that may be sufficient to generate further 
investigation, but which may not in itself be sufficient to warrant a person being 
considered not fit and proper to hold a firearms licence. In addition, sharing such 
information may compromise Police investigations. 

28. The Cabinet paper notes that while the complexity of implementation and 
delivery risk is higher for the new Crown Agent option (Option 3), these matters 
may not be insurmountable. The new Crown Agent will bring a dedicated 
regulatory focus to managing and mitigating the risks associated with the 
possession and use of firearms in New Zealand. On paper, these issues seem 
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relatively easily managed, but Police’s experience is that potential institutional 
trust and confidence issues and complexities relating to intelligence lead to 
significant risk.  

29. Police note there are some further implications that could inform the decision 
taken:  

o Future operational complexity: Having a new Crown Agent will result in a 
more complex operating environment, with an organisational split between 
the Arms administrative functions and Police operational activities. Timely 
information sharing will have a direct impact on the risk to safety of frontline 
Police (if immediate and live information on firearms ownership and use is not 
available) and on the effectiveness and timeliness of regulatory 
responsibilities.  

o Independence: Police recognises a call for a more independent firearms 
function, particularly from a very vocal firearms community that in large part 
rejected the Government’s prohibition of most semi-automatic firearms and 
reform of the regulatory system. However, it is not entirely clear who the 
community seeks independence from. Government will always retain 
responsibility for the design and operation of the firearms regulatory system. 
It would be inappropriate to regulate the inherently risk firearms marketplace 
from Government control. Option 5 separates administrative functions (such 
as licensing and arms management) from the day-to-day Policing services 
(including responding to firearms related events). Police agrees with PSC and 
Treasury that separation of the firearms regulatory responsibilities in a 
Branded Business Unit with separate financial reporting would be sufficient 
to ensure a dedicated focus and transparency of monitoring and financial 
arrangements separate from the remainder of Policing services. 

o Arms Expertise: Many of the firearms staff are long term Police employees. 
There is a risk that subject matter experts may wish to remain employed by 
Police (particularly the constabulary staff) and not transfer to a new Crown 
Agent. Consequently, this could create capability building challenges for the 
new Crown Agent.  

o Information Technology Integration: Both options are highly dependent 
upon the safe real-time sharing of information. There is an issue that 
information systems shared between Police and a separate Crown Agent will 
require greater security controls and privacy assurance in order to ensure 
only those who have the authority can access highly sensitive information.   

o Establishing the Entity: Structural separation through setting up the 
Branded Business Unit within Police can begin immediately, whereas 
organisational separation through setting up a Crown Agent requires more 
significant activities (including primary legislation) which will likely take up to 
24 months.  

PROACTIVE R
ELE

ASE



BRIEFING FOR THE MINISTER OF POLICE 

7 

30. If a decision is taken for Police to retain the regulatory functions, Police could 
undertake certain steps to increase independence, transparency and priority. 

• Arms administrative regulatory functions will be structurally separated within 
Police in a Branded Business Unit. 

• A dedicated Executive Director (non-sworn) will be appointed to lead the 
Branded Business Unit. The Executive Director’s sole focus will be on 
effective and consistent administration of the regulatory system. This may 
assist in public perception of the regulator being independent from day-to-day 
policing activities. 

• Funding will be provided through a dedicated appropriation with its own 
Output Class. This will assist with transparency of activity, performance 
monitoring. This will ensure there can be no perception that funding for Arms 
Regulation is used for other Police purposes. 

• Greater accountability and transparency of administration will be assisted by 
the soon to be established Minister’s Arms Advisory Group who can monitor 
performance and provide independent advice on all aspects of the system. 

• The planned three-year statutory review (arising from the Arms Legislation 
Act 2020) can include review of the delivery of the regulatory system. 

Next Steps 

31. We understand you are consulting your Ministerial colleagues on the draft 
Cabinet paper, beginning with the Minister for the Public Service and the Minister 
of Finance. We also understand you are meeting with the Public Service 
Commission.  

32. Following these meetings Police is happy to meet to discuss these issues with 
you, or to take your direction on whether you seek any amendments to the draft 
Cabinet paper.  

33. We then intend to update the Cabinet paper following feedback from wider 
Ministerial consultation and provide a final version to you prior to lodging on 
Thursday 18 March for the Wednesday 24 March SWC meeting.  

34. If discussions require more time than this provides, the following SWC meeting 
is on 10 April (to be lodged on 4 April). 
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35. A draft press release will be provided with the final version of paper, to enable 
the decision to be announced at the appropriate time. 

 
 

 

……………………………………. 

Jeremy Wood 

Executive Director, Policy and Partnerships  

 

First contact Jeremy Wood 

Executive Director: Policy & Partnerships 

 

Second contact Jevon McSkimming, Deputy Commissioner, 

Strategy & Service 
 

 

  

s.9(2)(a) OIA

s.9(2)(a) OIA
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Appendix One: Draft Cabinet paper: “Effective Administration of the Arms Regulatory system” 
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Appendix Two: Arms Regulatory Entity Indicative Business Case 
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Executive Summary 

This Indicative Business Case supports New Zealand Police (Police) meeting legislated 
responsibilities and investing to increase the efficiency and effectiveness of Arms Regulatory 
processes. A Cabinet Paper will seek a drawdown of Contingency Funding to ensure further 
reprioritisation of Police baseline funding is avoided, which, if it continued, would increasingly impact 
Police’s ability to deliver core policing functions and priorities. This Business Case also explores the 
options for arms regulatory functions being moved from Police.  

The Strategic Case – the case for change 

Investment drivers  
The need to continue modernisation of the delivery of Arms Act and legislative changes to the 
New Zealand Police’s role, requiring additional funds.  
Reforms to the arms regulatory system commenced with urgency in the wake of the 15 March 2019 
tragedy. Police had been seeking to modernise its administration of the Arms Act prior to the tragedy. 

Request from Government to explore the options for arms regulation outside of Police. 
During the Arms Act reform process, the Coalition Government agreed in principle to establish an 
independent entity to oversee arms regulation1, involving a divestment of functions away from Police. 

The existing arrangements  

Purpose of the Act and core features 

Police is responsible for administering the Arms Act 1983. The purpose of the Act is outlined below.  

“(1) The purposes of this Act are to— 
(a) promote the safe possession and use of firearms and other weapons; and 
(b) impose controls on the possession and use of firearms and other weapons. 

(2) The regulatory regime established by this Act to achieve those purposes reflects the following 
principles: 

(a) that the possession and use of arms is a privilege; and 
(b) that persons authorised to import, manufacture, supply, sell, possess, or use arms have a 
responsibility to act in the interests of personal and public safety2.”  

Operating model and functions  

Police’s operating model for arms system functions includes centralised leadership and some 
specialist functions, operating in a decentralised manner. Most licence holder interactions occur at a 
District level. Police is currently in the process of updating the operating model to support the delivery 
of new legislative requirements, changes will impact the structure of the above staffing arrangement.   

Police is responsible for the delivery of the following high-level Arms Act functions:  

• Policy advice and oversight 
• Regulatory functions (including operational policy and service delivery) 
• Policing (constabulary) functions. 

The key challenges 
1. Police has reprioritised funding to commence modernisation and implementation of new 

legislative requirements. Such reprioritisation is not sustainable.  

 
1 16 June 2020, Further firearms changes signalled, Hon Stuart Nash, Retrieved from: 

https://www.beehive.govt.nz/release/further-firearms-changes-signalled.  
2 Arms Act 1983 Section 1A.  
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Funding arrangements have not been revisited in over 20 years. In response to additional regulatory 
responsibilities outlined in the Arms Act reform, as well as ongoing improvement requirements, Police 
reprioritised baseline funding to commence improvement of its existing functions and implementation 
of new functions, allocating an additional $11 million to the central cost centre in FY 20/21 – including 
significant District support as well as efforts to centralise and standardise some of the work. Although 
the reprioritisation was necessary to commence improvement and implementation, it is not a 
sustainable funding arrangement as it requires Police to divert funding away from other critical 
priorities. Additional funds are required to sufficiently implement the new legislation and improve 
delivery. 

2. The arms regulatory function is not currently delivering to expectations, and would be 
unable to meet the new regulatory requirements. 

The events in Christchurch were an extreme example of an unsuitable person having been given a 
licence based on the information available to Police. The Government acted quickly to enable tighter 
controls and codify the matters for consideration of a fit and proper assessment. While the population 
of unsuitable licence holders may be small, the risks and potential for harm may be significant. Police 
is currently improving existing arrangements and implementing the recent legislative changes outlined 
in the Arms Act to address the delivery risks which may enable the population of unsuitable licence 
holders. 

3. Trust, confidence and accountability could be strengthened with elements of the arms 
community, by exploring alternative entity models and accountability structures. 

There is a perception held by a small group of licence holders of insufficient independence and 
transparency within the existing regime, diversion of tax payer funded resources away from Arms Act 
delivery, and a down-grading of priority regarding Arms Act related activities within Police. Ultimately, 
this perception prompted the decision to explore options for arms regulation delivery outside of Police. 

There is insufficient accountability through effective monitoring within the arms regulatory system. 
Delivery effectiveness is not adequately measured and reported on3, there is a perceived lack of 
transparency and accountability within the system as a result. Regulatory functions are tasked from 
the centre to Districts at which point tasks may be reprioritised. The quality and consistency of 
execution is not easily measured. Additionally, there is little representation and monitoring of Arms Act 
delivery at a governance level. 

The scope of this Business Case  

Funding drawdown request to support the implementation of legislated changes 

Police has commenced implementation of amendments to the Arms Act, introduced new regulatory 
functions and enhancements. Additional funding is required to complete the implementation. 

Exploring options for the arms regulatory system (a new regulatory entity) 

This Business Case also considers the options for moving accountability for some of the arms 
regulatory functions from Police. 

Limitations 

The focus of this Indicative Business Case is on the overall operating model and potential entity 
structures. This Business Case does not consider adjustments to cost recovery mechanisms (e.g. 
licensing fees) to recover costs in respect to certain activities undertaken under the Act4. 

Investment objectives 
The objectives for investment respond to the key challenges and align with the primary objectives of 
the Arms Act.  

 
3 E.g. District Commanders are not measured on of Arms Act functions. 
4 Arms Legislation Act 2020, Sections 80-86.  
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Investment Objective 1 | The system delivers effective arms regulations to enhance public safety in 
New Zealand. 

Investment Objective 2 | Sufficient funding and resources are provided to support quality, timely 
Arms Act delivery. 

Investment Objective 3 | Effective monitoring and accountability processes are in place, and there is 
increased transparency in the Arms Act regulatory system. 

Benefits  
The benefits expected to be delivered through the achievement of the investment objectives are: 

• Benefit 1 | Increased public safety measured through the incidence of arms related 
incidents5. 

• Benefit 2 | Quality, timely delivery of arms regulatory interventions measured through delivery 
against agreed requirements. 

• Benefit 3 | Increased ability to measure the effectiveness of Arms Act delivery (both 
administrative efficiency and outcomes effectiveness) due to improved reporting within the 
system.  

Investment risks  
The key risks associated with the proposed investment in the arms regulatory system include: 

• lack of buy-in from the general public 
• lack of buy-in from licence holders 
• unforeseen impacts on third-party actors within the system 
• government investment priorities and appetite 
• public perception, and the perception held by a elements of the firearms community remains 

unchanged despite investment.     

The Economic Case – exploring the preferred way forward 

The Economic case considers three different dimensions. It identifies options for where investment 
should be focused, ie whether the organisational emphasis should be on delivering on user 
experience, delivering on risk and analytics, and/or delivering on process efficiency (dimension two).  
It also assesses five options related to moving the accountability for parts of the regulatory system 
from Police (dimension three). To assist with the design and assessment of the options under 
dimensions two and three, core and common features of an effective regulator are identified 
(dimension one). 

A set of critical success factors have been developed to reflect the core features that must be 
delivered to achieve the investment objectives and the primary objectives of the Arms Act. The critical 
success factors are: 

• deliver effective arms regulatory function 
• support effective arms policing 
• regulatory processes are clear and easy to comply with for licence holders 
• a dedicated focus on arms regulatory activity 
• effective relationships with the licence holders and businesses 
• contribute to an integrated and collaborative arms system   
• clear system roles and accountabilities. 

The implications of each success factor were considered to create a set of design principles, providing 
an extra level of detail to guide the design of the options. 

 
5 E.g. firearms are present and discovered by Police in the course of day-to-day policing. Firearms are stolen. 

Firearms are used to threaten a person. 
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Dimension one | Delivering an effective regulatory system  
The core and common features of an effective regulatory operating model were identified for 
application across all options, and include:  

• systems and processes to enable proportionate risk-based decision making 
• systems and processes to support consistency and predictability in decision making for 

regulated entities 
• systems and processes to enable a degree of self-regulation within compliant population 

segments 
• feedback systems are included to support continuous improvement processes 
• roles, structure and governance arrangements to support transparency and accountability 
• core competencies required to achieve effective arms regulation.   

Dimension two | Choosing a preferred organisational emphasis 
A short-list for the preferred organisational emphasis for the operating model was developed: 

• Option 1: Emphasised Risk Mitigation, Insights and Intelligence. 
• Option 2: Efficient and Automated Delivery. 
• Option 3: Exceptional Experience for Compliant Licence Holders. 

When evaluating each option against the critical success factors, each option has relative strengths 
and weaknesses. To achieve against all the critical success factors a preferred organisational 
emphasis - Enhanced Option 1 – was developed. This includes the following enhancements: 

• automation of key processes including tasking and prioritisation, to deliver a more balanced 
focus on constabulary and regulatory activities and improve timeliness of outcomes 

• a greater emphasis on improving licence holder experiences to shift public perception, reduce 
criticism, and support high levels of compliance in learning/virtuous citizen populations. 

Dimension three | Accountability choices  
With the preferred emphasis for the operating model in mind, the next step was to consider which 
combination of entities is best to deliver the Arms regulatory system.  The five regulatory system 
accountability choices identified by officials are: 

• Option 1 | Regulatory functions (Arms Act administration) are delivered by Police in a 
branded business unit, policy advice and oversight functions are delivered by a Public Service 
Department (PSD).  

• Option 2 | Regulatory functions (Arms Act administration) and policy advice and oversight 
functions are delivered by a Departmental Agency within a Public Service Department.  

• Option 3 | Regulatory functions (Arms Act administration) are delivered by a new Crown 
Agent, policy and oversight functions remain with Police.  

• Option 4 | Regulatory functions (Arms Act administration) are delivered by a new Crown 
Agent, policy advice and oversight functions are delivered by a separate Public Service 
Department. 

• Option 5 | all functions remain with Police - investments to the operating model deliver 
increased centralisation, increased capability around risk modelling, a centralised registry and 
improved user experience through self-service, digital interfaces and process automation. 
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Retaining policy and oversight functions in Police ensures general information, specialist knowledge 
and operational and frontline impact awareness is not lost. It also simplifies the transition 
requirements in comparison with the other divestment options.  

However, the establishment of a Crown Agent will be costly and features inherent risks. The 
Option requires legislative reform to divest functions away from Police. Complex integration 
requirements between the entity and Police will be required to support constabulary arms activities 
and ensure frontline workforce safety. Privacy Act considerations may inhibit the exchange of critical 
information between the two actors. It is also around $110 million greater cost (to FY 31) than Option 
5. Nonetheless, it may be the preferred way forward if the Government considers a dedicated focus 
on regulatory activity, clear and easy to comply with regulatory processes and clear system roles and 
accountabilities to be the most important success factors.  

Option 5 also ranks highly. Option 5 should be selected as the preferred way forward if the 
Government considers effective arms policing and an integrated and collaborative arms system to be 
the most important success factors, and is looking to deliver benefits through a lower risk, lower cost 
approach.  

Within Option 5, regulatory functions will be ring-fenced through the introduction of a branded 
business unit within Police. The integration requirements and risks are removed as Police has access 
to all critical data as owner of both the regulatory and constabulary workforce.  Although there is less 
flexibility to change licence holders’ experiences, investment would be made to improve customer 
facing systems and processes.  

Financial Case  

In aggregate, the costs of Option 3 are expected to be around $110 million greater than Option 5 (to 
FY 30/31).  

The key drivers for these higher costs are: 

• Non-core operational costs: The costs of Option 3 ($125.2 million total) are significantly 
greater than for Option 5 ($28.8 million total). This is because Option 3 includes new 
corporate systems and teams (e.g. HR and Finance) as part of a new entity. 

• Transition costs: The costs of the change programme team are greater for Option 3 ($17.4 
million total compared to $11.4 million), reflecting that the detailed operating model design 
and implementation costs include establishment of a new entity. Other transition costs for 
Option 3 ($6.4 million total compared to $0.8 million) are significantly greater because this 
includes costs of establishing new organisational corporate systems and infrastructure, which 
is not needed in Option 5. 

Core operational costs are identical between Options, reflecting the resources and costs that could 
be “lifted and shifted”. It includes core operations staff, the management and supervision required 
across operations, and direct non-personnel costs such as travel and mobile devices. 

Costing uncertainties 
There is a high degree of confidence in the current FY 20/21 costs. From FY 21/22 costs are 
indicative, as is normal for this type of Business Case. The indicative costs and any points of 
uncertainty will be considered and addressed as part of the Detailed Business Case. 

Funding sources 
There are four possible funding sources available, as discussed further below. 

1. Funding available for reallocation 

The amount of funding that can be reallocated from Police to the new entity is $8.1 million which is the 
existing operating funding. 

This is the case whether such allocation is to continue inside Police or be provided to a new entity. 
This amount excludes overheads and similar allocated costs. 

PROACTIVE R
ELE

ASE



PROACTIVE R
ELE

ASE



PROACTIVE R
ELE

ASE



Indicative Business Case 
 

13 | Arms Regulatory Entity Indicative Business Case        IN CONFIDENCE – POLICE USE ONLY  

 

 

Police would continue to play a significant role in the arms system through the policy advice and 
oversight functions, day-to-day policing and assisting the regulator to safely manage high-risk 
scenarios. Key regulatory processes involving both Police and the Crown Agent include high-risk 
arms seizures and the management and holding of arms. 

Additional work would be required to implement the arms registry and digital interface for licensing. 
The detailed operating model design would need to be developed hand in hand with the registry and 
interface.   

Management considerations for Option 5  
Arms regulatory delivery would occur in a branded business unit within Police. The improvement 
programme already underway will need to be strengthened and enhanced (scope and resource 
increase) so that it can deliver the new operating model. 

Part of the improvement programme involves increasing the amount of functions occurring centrally. 
Face to face interactions would be tasked to Districts and carried out by a mixture of constabulary and 
vetting staff.  

The Police Commissioner would be accountable to the Minister for Police’s performance. The Minister 
would receive independent advice from the Minister’s Arms Advisory Group, as stipulated by recent 
Arms Act amendments.  

Evaluating the success of investment  
Given decisions are still to be made about which option best aligns with the Government’s risk 
appetite and available funding, and detailed design of the successful option is yet to occur, specific 
KPIs and benefits have not been developed as part of this Business Case.  

Specific KPIs and benefits should be developed in alignment with direction provided by Government 
on the preferred way forward. A benefits realisation plan should be developed, and benefits should be 
actively measured.  

The selected option should be reviewed two years from the ‘go-live’ date of the Crown Agent (Option 
3) or completion of the improvement programme within Police (Option 5). In both options, this allows 
time for the arms regulatory actors and key stakeholders to fully experience the arrangements.  

As required by Cabinet Office Circular CO(19)66, this project will report back to Cabinet within 12 
months of the in-service date on the actual level of benefits achieved (compared with those outlined in 
the Cabinet-approved investment). 

The Commercial Case  

Commercial considerations for Option 3 

Specialist services: Specialist services would be required to assist constabulary and civilian Police 
staff to design and establish the Crown Agent. 

Property and assets: The Crown Agent would require office space and equipment for its centralised 
functions. There may be an opportunity to form an agreement with Police and use a small amount of 
space in District Offices to house the regional workforce. Alternately, if a mobile arrangement were 
possible, the Crown Agent might provide the regional workforce with vehicles, secure transportable 
storage units and IT equipment. In this instance, the Agent would need to agree a storage 
arrangement with Police so that arms seized by the regional workforce could be safely stored. 

Technology: The Crown Agent would require the following systems to support regulatory and 
corporate processes:  

• Core IT systems. 
• HR system. 
• Finance system. 
• IT support system. 

 
6  https://dpmc.govt.nz/publications/co-19-6-investment-management-and-asset-performance-state-services 
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• Facilities management system. 
• Process management system. 
• Communications system.  
• Governance system.  
• Arms Registry. 

Permanent Staff: There are opportunities to transition existing Police staff to the Crown Agent to fill 
key roles and enable retention of institutional knowledge. However, an overall staff and capability 
sourcing strategy for the new entity will need to be developed. 

Commercial considerations for Option 5  

Specialist services: Specialist services would be required to assist the Police to deliver the 
improvement programme. 

Technology: Development of the Arms Registry is also required. 

Additional permanent staff: Police would need to recruit capabilities to deliver the data and risk 
analytics enhancements proposed in the improvement programme 

Procurement approach  

The following approaches have been identified for the procurement of specialist services and 
contractors: 

• an open competitive process for services of significant value where Police is seeking to 
explore various suppliers and retain competitive tension between suppliers within the 
selection process. 

• a closed competitive process where services required fall under a specific value and do not 
require open advertisement. 

• direct sourcing using the All of Government (AoG) Panel for specific specialist services. 

Summary 

This Indicative Business Case outlines the investment that is required for effective arms regulation. It 
supports the funding drawdown request to support the implementation of legislation change and 
explores options for arms regulatory system. The option to establish a Crown Agent (Option 3) and 
the option for the regulation to remain with Police in a branded business unit (Option 5) score highly. 
They provide credible options for delivering effective arms regulation. The selection of one over the 
other depends on the success factors that are most important, as well as risk appetite and available 
funding. Improvements to the operating model can be made, whether arms regulation is to continue to 
be undertaken by Police, or moved to another entity, such as a Crown Agent.  
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The Strategic Case – making the case for change  

The Strategic Case outlines the strategic context and case for change supporting the proposal to 
invest in the arms regulatory system. The need for investment was identified by Ministers and Cabinet 
during the Arms Act reform process.  

It outlines the investment drivers, existing arrangements and key challenges within the arms 
regulatory system. It defines the scope of the Business Case, objectives and benefits of investment, 
and potential investment risks, constraints and dependencies.  

What is driving the request for investment?  
The need to continue modernisation of the delivery of Arms Act and legislative changes to the 
New Zealand Police’s role, requiring additional funds.  
On March 15 2019, New Zealand experienced its deadliest mass shooting in modern history. Reforms 
to the arms regulatory system commenced with urgency in the wake of the tragedy. Immediate 
changes to the Arms Act 1983 required to ban high risk firearms and provide for their buyback were 
passed into law on 12 April 2019. Further amendments designed to increase public safety through a 
more comprehensive arms regulatory framework were passed on 24 June 2020.   

The New Zealand Police (the Police) had been seeking to modernise its administration of the Arms 
Act prior to the 2019 tragedy. Due to the 2019-20 amendments to the Arms Act, the need for the 
Police to invest in operational processes was heightened. In FY 20/21, the Police reprioritised its 
baseline funding to provide additional funds required to implement the changes and improvements. 
This Business Case supports a Cabinet Paper the Police is currently developing to ensure the Police 
can meet legislated responsibilities and invest to increase the efficiency and effectiveness of licensing 
processes. The Cabinet Paper will seek a drawdown of Contingency Funding to ensure further 
reprioritisation of Police baseline funding is avoided, which, if it continued, would increasingly impact 
the Police’s ability to deliver core policing functions and priorities.  

Request from Government to explore the options for arms regulation outside of the Police.  
During the Arms Act reform process, the Coalition Government agreed in principle to establish an 
independent entity to oversee arms regulation7, involving a divestment of functions away from the 
Police.  

This Business Case explores the options for arms regulatory delivery entities.  

What are the existing arrangements?  

Purpose of the Act and core features 

The Police is responsible for administering the Arms Act 1983. The purpose of the Act is outlined 
below.  

“ (1) The purposes of this Act are to— 

(a) promote the safe possession and use of firearms and other weapons; and 

(b) impose controls on the possession and use of firearms and other weapons. 

(2) The regulatory regime established by this Act to achieve those purposes reflects the 
following principles: 

(a) that the possession and use of arms is a privilege; and 

(b) that persons authorised to import, manufacture, supply, sell, possess, or use arms have a 
responsibility to act in the interests of personal and public safety8.”  

 
7 16 June 2020, Further firearms changes signalled, Hon Stuart Nash, Retrieved from: 

https://www.beehive.govt.nz/release/further-firearms-changes-signalled.  
8 Arms Act 1983 Section 1A.  

PROACTIVE R
ELE

ASE



PROACTIVE R
ELE

ASE



PROACTIVE R
ELE

ASE



Indicative Business Case 
 

18 | Arms Regulatory Entity Indicative Business Case        IN CONFIDENCE – POLICE USE ONLY  

 

 

• New Zealand Customs Service: manage arms, parts, magazines and ammunition imports. 

• The Ministry of Foreign Affairs and Trade: manage arms and part exports.  

• The New Zealand Defence Force: destroys ammunition.  

• Arms destruction agent: destroys ammunition.  

• Mountain Safety Council: contracted to deliver arms safety training and testing of fist-time 
licence applicants.  

• Whakatupātu: programme funded by the Police to deliver arms safety training and testing 
within communities, in particular Māori or remote communities. 

What are the key challenges? 
1. The Police has reprioritised funding to commence modernisation and implementation 

of new legislative requirements. Such reprioritisation is not sustainable.  
The funding arrangements for Arms Act delivery, particularly the Police expenditure on 
critically urgent needs over reprioritisation to Arms Act delivery, have led to the perception 
that the Police is diverting resources away from the arms regulatory system. This is not the 
case. Funding arrangements have not been revisited in over 20 years. The operating 
environment and demands have changed over time. Historically, it has been difficult for the 
Police to prioritise higher expenditure on Arms Act delivery to meet additional demands due to 
other competing, critical Policing needs, such as frontline policing. The Police has previously 
sought to adjust arms cost recovery mechanisms (e.g. licensing fees) to further subsidise cost 
but was unsuccessful. Ultimately, the Police has not been in a position to reprioritise baseline 
funding and invest in Arms Act delivery over critically urgent needs. The arms regulatory 
function is not delivering to expectations as a result (see key challenge two).  

Arms Act delivery occurs within a mix of a centralised and decentralised operating model. 
District Police carry out certain regulatory functions in the course of their day-to-day 
operations, amongst a number of other policing duties. Identifying the exact cost of Arms Act 
delivery within the Districts is challenging because of the decentralised model. 

In response to additional regulatory responsibilities outlined in the Arms Act reform, as well as 
ongoing improvement requirements, the Police committed to additional expenditure on Arms 
Act delivery. The Police reprioritised baseline funding to commence improvement of its 
existing functions and implementation of new functions, allocating an additional $11 million to 
the central cost centre in FY 20/21 – including significant District support as well as efforts to 
centralise and standardise some of the work. This allocation is significantly larger than 
previous years’. Although the reprioritisation was necessary to commence improvement and 
implementation, it is not a sustainable funding arrangement as it requires the Police to divert 
funding away from other critical priorities. Additional funds are required to sufficiently 
implement the new legislation and improve delivery. 

2. The arms regulatory function is not currently delivering to expectations, and would be 
unable to meet the new regulatory requirements. 
The events in Christchurch were an extreme example of an unsuitable person having been 
given a licence based on the information available to the Police. The Government acted 
quickly to enable tighter controls and codify the matters for consideration of a fit and proper 
assessment. While the population of unsuitable licence holders may be small, the risks and 
potential for harm may be significant.  

Specific examples of delivery risks which may enable the population of unsuitable licence 
holders include: 

• The management of revocation activities varies in different Districts, which can lead 
to different decisions or standards being applied. This may cause different levels of 
prioritisation or follow-up to revocation of a licence with individuals who are deemed 
not to be fit and proper to hold a licence and considered a risk. 

• Prior to September 2019, the Police was not advised of all deaths by the Department 
of Internal Affairs. This has been rectified. However, the Police may only discover a 
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licence holder has died upon their licence expiration for deaths occurring prior to 
September 2019. 

• In the event of a known licence holder death, NIA (the Police National Intelligence 
Application) is updated and the death is flagged in the system. However, swift action 
is not always taken to follow-up with next of kin to ensure arms are not left in 
possession of unlicenced holders, due to local prioritisation decisions, and as a 
national firearms registry isn’t in place Police are unable to determine if any firearms 
had actually been in possession of the deceased. 

• Due to insufficient investment in training of arms staff, including vetters, and a lack of 
suitable national standards/reviews, quality of vetting interviews are inconsistent and 
not always to the required standard.  

• The licensing process is paper based, involving duplication and double handling. This 
leads to manual data errors which can affect reliability of information for follow-
ups/reference checks. 

The Police is currently improving existing arrangements and implementing the recent 
legislative changes outlined in the Arms Act, including addressing the above points through 
the additional baseline investment in FY 20/21.  

3. Trust, confidence and accountability could be strengthened with elements of the arms 
community, by exploring alternative entity models and accountability structures. 
There is a perception held by a small group of licence holders of insufficient independence 
and transparency within the existing regime, diversion of tax payer funded resources away 
from Arms Act delivery, and a down-grading of priority regarding Arms Act related activities 
within the Police. Ultimately, this perception prompted the decision to explore options for arms 
regulation delivery outside of the Police. 

There is insufficient accountability through effective monitoring within the arms regulatory 
system. Delivery effectiveness is not adequately measured and reported on 10, there is a 
perceived lack of transparency and accountability within the system as a result. Regulatory 
functions are tasked from the centre to Districts at which point tasks may be reprioritised. The 
quality and consistency of execution is not easily measured. Additionally, there is little 
representation and monitoring of Arms Act delivery at a governance level.  

The existing regime has been publicly criticised by elements of the arms community regarding 
interpretation of the legislation and timeliness of service delivery. The Police is not always 
able to deliver on self imposed outcomes and timeframes and have received public criticism 
as a result.   

The scope of this Business Case  

Funding drawdown request to support the implementation of legislated changes.   

Amendments to the Arms Act between 2019 and 2020 introduced new regulatory functions and 
enhancements. The Police has commenced implementation, however additional funding is required to 
complete implementation. The Police is developing a Cabinet Paper that seeks drawdown of 
Contingency Funding set aside by Treasury. This Business Case supports the request. 

Limitations 

The focus of this Indicative Business Case is on the overall operating model and potential entity 
structures. The Arms Act reform also requires creation of a registry to record licence holder details, 
arms details and record transactions11. Police has developed high-level estimates for the associated 
ICT investments needed, which are included in this Business Case for completeness. The estimates 
should be considered indicative only, and at this stage Police has assumed they would not be 

 
10 E.g. District Commanders are not measured on of Arms Act functions. 
11 Arms Legislation Act 2020, Sections 93-95.  

PROACTIVE R
ELE

ASE



PROACTIVE R
ELE

ASE



Indicative Business Case 
 

21 | Arms Regulatory Entity Indicative Business Case        IN CONFIDENCE – POLICE USE ONLY  

 

 

Benefits  
The benefits expected to be delivered through the achievement of the investment objectives are: 

• Benefit 1: Increased public safety measured through the incidence of arms related 
incidents14. 

• Benefit 2: Quality, timely delivery of arms regulatory interventions measured through delivery 
against agreed requirements. 

• Benefit 3: Increased ability to measure the effectiveness of Arms Act delivery (both 
administrative efficiency and outcomes effectiveness) due to improved reporting within the 
system.  

The benefits have been developed through logical progression from key challenges to investment 
objectives to delivery of benefits. A summary of the progression, including the benefits and measures, 
is included in Figure 1. At this stage, the benefits and associated measured are outlined at a high-
level. It is expected the relevant policy function identified within the regulator will create a detailed set 
of benefits, measures and a benefits realisation plan (see: benefits measurement, Management 
Case).  

 
14 E.g. firearms are present and discovered by Police in the course of day-to-day policing. Firearms are stolen. 

Firearms are used to threaten a person. 
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Figure 1: Key challenges, investment objectives and benefits 
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The Economic Case – exploring the preferred way forward 

Introduction 
The Economic Case identifies the options for the preferred way forward for arms regulatory system 
design and accountability. To identify and shortlist the options, this Business Case considers three 
dimensions. A set of critical success factors were identified and used to assess options (see: 
Specifying critical success factors). The three dimensions considered in this Business Case are:  

1. Core and common features of an effective regulator. 
Each option must deliver an effective regulatory system, which drives a set of necessary 
enhancements to the current ‘status quo’ system of delivery. The ‘core and common’ 
features of an effective regulator have been identified and applied across the options. In doing 
so, the critical success factor ‘deliver effective arms regulatory function’ is achieved.  

2. Preferred organisational emphasis. 
The second dimension introduces decisions on where investment will be focused to deliver 
the remaining critical success factors. The Business Case has explored different emphases 
within an operating model – such as delivering on user experience, delivering on risk and 
analytics, and delivering on process efficiency.  

A longlist of options was created and down-selected through considering the critical success 
factors and feasibility. Three functional options were then assessed against each critical 
success factor to identify the preferred option.  

The preferred functional option includes all necessary enhancements required to achieve the 
remaining critical success factors. Therefore, the minimum viable functional option is 
created through combining the core and common features and preferred emphasis to achieve 
all critical success factors.  

3. Accountability choices.   
There are five regulatory system accountability choices identified by officials15: 

• Option 1: Regulatory functions (Arms Act administration) are delivered by the Police in a 
branded business unit, policy advice and oversight functions are delivered by a Public 
Service Department (PSD).  

• Option 2: Regulatory functions (Arms Act administration) and policy advice and oversight 
functions are delivered by a Departmental Agency within a Public Service Department.  

• Option 3: Regulatory functions (Arms Act administration) are delivered by a new Crown 
Agent, policy and oversight functions remain with the Police.  

• Option 4: Regulatory functions (Arms Act administration) are delivered by a new Crown 
Agent, policy advice and oversight functions are delivered by a separate Public Service 
Department.  

And Option 5, all functions remain with the Police. The five accountability choices were 
applied to the minimum viable functional option to create five shortlisted options. The 
options have been costed and assessed against the critical success factors. 

Do nothing option discounted  
A ‘do nothing’ option has not been considered in this Business Case. Per the key challenges outlined 
in the Strategic Case, without investment in the existing arrangements the arms regulatory function 
would not deliver to expectations and would not meet new regulatory requirements. Any 
improvements to arms regulatory delivery would require continued reprioritisation of Police baseline 
funding, increasingly impacting the Police’s ability to invest in other, critically urgent needs. 

 
15 Briefing for the Minister of Police, 4 May 2020, BR/20/30.  
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Investment is required to avoid significant risk and poor outcomes related to arms regulation and 
wider Policing priorities.  

Design and assessment criteria 

Specifying critical success factors  

A set of critical success factors have been developed to reflect the core features that must be 
delivered to achieve the investment objectives and the primary objectives of the Arms Act (see Figure 
2). 
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Figure 2: How the critical success factors connect with the key challenges, investment objectives and benefits PROACTIVE R
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Creating design principles  

The implications of each success factor were considered to create a set of design principles, providing 
an extra level of detail to guide the design of the options. Each principle reflects a key feature required 
to support the achievement of a success factor, (see Figure 3).  

 

Dimension one: Delivering an effective regulatory system  
Within the options design process, the core and common features of an effective regulatory operating 
model were identified for application across all options.  

Drawing on the Treasury’s regulatory best practice guidance16, the core and common features 
include: 

• Systems and processes to enable proportionate risk-based decision making.  

• Systems and processes to support consistency and predictability in decision making for 
regulated entities.  

• Systems and processes to enable a degree of self-regulation within compliant population 
segments.  

• Feedback systems are included to support continuous improvement processes. 

 
16 2012, The Best Practice Regulation Model: Principles and Assessments, The New Zealand Treasury. Retrieved 

From: https://www.treasury.govt.nz/sites/default/files/2012-08/bpregmodel-jul12.pdf. 

Figure 3: The relationship between the critical success factors and design principles 
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• Roles, structure and governance arrangements to support transparency and accountability.  

• Core competencies required to achieve effective arms regulation.   

The features are outlined in Figure 4.
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Figure 4: Core and common features of an effective regulator 
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Figure 5: The functional options PROACTIVE R
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Summary and outcome of the functional options analysis   

• Through its emphasis on use of risk information and analysis to drive decision making, Option 
1 scores well across the success factors. However, the reduced focus on enabling timely 
outcomes and frictionless licence holder experiences in comparison with the other options 
prevents the option from achieving all of the success factors. There is significantly more focus 
on policing efforts in Option 1 rather than a more balanced approach presented in Option 2.  

• Licence holder experiences are improved in Option 2, as streamlined and automated 
operational processes help deliver quality, timely outcomes. Tasking and prioritisation is 
supported by automation as much as possible, and there is less focus on constabulary 
activities in comparison with Option 1, enabling a more dedicated focus on arms regulatory 
activity. However, the shift away from prioritisation of effective policing to mitigate risk 
prevents Option 2 from achieving all of the critical success factors. 

•  The delivery of exceptional licence holder experiences within Option 3 significantly reduces 
public criticism from elements of the arms community in comparison with the other options. 
This option may also deliver higher levels of compliance in learning and virtuous citizen 
populations18 relative to the other options, as systems and processes are easier to use under 
this model. However, Option 3 prioritises regulatory activity over constabulary activity to a 
greater degree than Option 2, inhibiting enforcement and constabulary activities and cross-
agency integration, and ultimately, preventing the achievement of all critical success factors.  

None of the options achieve all critical success factors. However, Option 1 delivers a necessary focus 
on risk mitigation and cross-agency integration that is fundamentally missing from the other options.  
Fewer enhancements are required to Option 1 to achieve the full set of critical success factors. It is 
the closest to achieving the delivery an effective arms regulatory function and supports effective arms 
policing – the two success factors with the highest weightings. Relevant additional features from 
Options 2 and 3 were added to create an Enhanced Option 1 and enable the achievement of all 
CSFs. The enhancements are outlined below: 

• Enhancements from Option 2: Automation of key processes including tasking and 
prioritisation, to deliver a more balanced focus on constabulary and regulatory activities and 
improve timeliness of outcomes. 

• Enhancements from Option 3: A greater emphasis on improving licence holder experiences to 
shift public perception, reduce criticism, and support high levels of compliance in 
learning/virtuous citizen populations.    

The preferred organisational emphasis is Enhanced Option 1 (see Figure 6). Enhanced Option 1 
includes all necessary enhancements required to achieve the remaining critical success factors. 
Therefore, the minimum viable functional option is created through combining the core and 
common features and Enhanced Option 1 to achieve all critical success factors.

 
18 Regulated entities are segmented using the Braithwaite Model in each option.   
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Dimension three: Accountability choices  
The third dimension involves applying the five accountability options to the minimum viable functional 
option to create five shortlisted options.  

The shortlisted options are: 

• Option 1: Regulatory functions (Arms Act administration) are delivered by the Police in a 
branded business unit, policy advice and oversight functions are delivered by a Public 
Service Department (PSD).  

• Option 2: Regulatory functions (Arms Act administration) and policy advice and oversight 
functions are delivered by a Departmental Agency within a Public Service Department.  

• Option 3: Regulatory functions (Arms Act administration) are delivered by a new Crown 
Agent, policy and oversight functions remain with the Police.  

• Option 4: Regulatory functions (Arms Act administration) are delivered by a new Crown 
Agent, policy advice and oversight functions are delivered by a separate Public Service 
Department.  

• Option 5: Regulatory functions (Arms Act administration) and policy advice and oversight 
functions are delivered by the Police in a branded business unit.  

Table 9 summarises the main characteristics of each option, including the key benefits and risks.  A 
detailed view of the operating models, benefits and risks for each option is included in Appendix II. 
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• A dedicated focus on arms regulatory activity.  

• Clear system roles and responsibilities.  

A Crown Agent has the greatest degree of flexibility and liberty to deliver clear, easy regulatory 
processes for licence holders and foster effective relationships, as the Agent is not bound by existing 
systems, processes and culture that may exist within a Public Service Department or the Police. 

Delivery of regulatory functions by a new Crown Agent is considered to provide a dedicated, ring 
fenced workforce to deliver arms regulatory activity without the perceived or actual constraints that 
may exist for a Departmental Agency within a Public Service Department.  

An additional level of accountability is created through the introduction of an independent board to 
oversee the Crown Agent.  

Retaining policy and oversight functions in the Police ensures general information, specialist 
knowledge and operational and frontline impact awareness is not lost. It also simplifies the transition 
requirements in comparison with the other divestment options. The option introduces an added 
benefit of the ability to divest policy and oversight away from the Police in the future if, once 
implemented, the option does not create a sufficient degree of independence within the system. 
Future divestment of policy and oversight away from a Public Service Department or a Departmental 
Agency may be more complex.  

Option 5 ranks highly against the following critical success factors:  

• Contribute to an integrated and collaborative arms system.  

• Support effective arms policing.  

There is less likelihood of integration challenges in both Options 1 and 5. Internal integration is 
straightforward and less costly. Within all separate entity options, complex integration requirements 
between the entity and the Police is required to support constabulary arms activities and ensure 
frontline workforce safety. Significant Privacy Act considerations may inhibit the exchange of critical 
information between the two actors. 

Ultimately, Option 5 ranks higher than Option 1 as operational impacts caused by changes to policy 
are considered less likely under Option 5 since policy and oversight functions remain with the Police. 
Therefore, effective arms policing is best supported by Option 5.  

While Option 3 achieved the highest overall rank in the critical success factor assessment, the 
establishment of a Crown Agent will be costly and features inherent risks. The Option requires 
substantial legislative reform to divest functions away from the Police.  Nonetheless, it may be the 
preferred way forward if the Government considers a dedicated focus on regulatory activity, clear and 
easy to comply with regulatory processes and clear system roles and accountabilities to be the most 
important success factors.  

Option 5 should be selected as the preferred way forward if the Government considers effective arms 
policing and an integrated and collaborative arms system to be the most important success factors, 
and is looking to deliver benefits through a lower risk, lower cost approach.  

Within the Option, regulatory functions are ring-fenced through the introduction of a branded business 
unit within the Police. The integration requirements and risks are removed as the Police has access to 
all critical data as owner of both the regulatory and constabulary workforce.  Although there is less 
flexibility to change licence holders’ experiences, investment would be made to improve customer 
facing systems and processes.  

Ministerial and officials’ preferences  

As stated above, Options 3 and 5 both provide credible options for delivering effective arms 
regulation. Ultimately, selection of one over the other depends on which success factors are the most 
important, as well as risk appetite and available funding. To enable informed decision making, both 
options are explored in the remaining cases.  

Focus of the remainder of the Business Case  

The remainder of the Business Case considers the following for Options 3 and 5: 
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• The funding arrangements (the Financial Case).  

• The transition and establishment plan and considerations (the Management Case).  

• The procurement requirements and considerations (the Commercial Case).  
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Financial Case  

Introduction 
The Financial Case describes the historic funding arrangements for Arms Act delivery by the Police, 
and the expected costs for Option 3 and Option 5. The costing approach has also been summarised, 
noting a separate more detailed document has been prepared. The summary of funding implications 
highlights the funding requirements associated with the Options and the gaps to funding currently 
available.  

Historical and current year expenditure 
Arms Act administration is part of the Police’s Departmental Output Expenses under “General Crime 
Prevention Services (M51)”.  

The following figure shows the direct expenditure from FY 11/12 to FY 19/20, as well as the forecast 
direct expenditure for FY 20/21. 

 
Figure 7: Total Actual Direct Expenditure FY 11/12 - FY 19/20, Forecast Direct Expenditure FY 
20/21 
Note the above excludes expenditure on the Amnesty and Buyback scheme.  

The fluctuations between FY 11/12 and FY 17/18 are due to seasonality of standard licence 
applications across the ten-year period. The increase in PNHQ expenditure in FY 17/18 and FY 18/19 
coincide with Police’s focus on modernising the operational service delivery. 

The estimated costs for FY 20/21 are $23.5m. This is an increase from the previous years which 
reflects associated costs required to implement the Arms Legislation Act 2020 as well as Police’s 
continued focus on modernising and improving its operational service delivery to enable it to be an 
effective regulator.   

Costing approach 
The costing approach for this Business Case has been generally high level. The focus has been on 
sizing those costs that are most materially different between Options to support decisions and the 
preferred way forward on these. This means: 

• “Overhead” or allocated costs within Police have not been included. These are not considered 
addressable or marginal – i.e. if Police were no longer carrying out Arms Administration, 
these costs would remain as part of Vote Police. Conversely, if Arms Administration is 
strengthened inside Police (with more staff etc) then these costs would not be expected to 
increase overall as part of Vote Police. Accordingly, the funding baseline described above 
excludes these overheads and allocated costs. 

• However, if a new entity is to be established this will require separate organisational 
infrastructure and overheads – effectively duplicating what is already in place and being 
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Option 3 and Option 5 Direct Expenditure Profile 
Figure 8 below shows the estimated Direct Expenditure Profile for Option 3 and Option 5 from FY 
20/21 through to the end of FY 30/31. 

 
Figure 8: Option 3 vs Option 5 Estimated Direct Expenditure FY 20/21 - FY 30/31 
 

The fluctuation in the cost of administrating the Arms Act (whether by Police or a new entity) is 
impacted by volumes of applications year on year (shown in figure 9). However as illustrated in figure 
8, the first three years include the transition costs – related to implementing the new operating model 
to be a more effective regulator, and/or including establishing a new regulatory entity.  

 

 
Figure 9: Forecast of Application Volumes FY 20/21 to FY 30/31 

PROACTIVE R
ELE

ASE



Indicative Business Case 

 
 
48 | Arms Regulatory Entity Indicative Business Case        IN CONFIDENCE – POLICE USE ONLY 

Costing uncertainties 
There is a high degree of confidence in the current FY 20/21 costs. From FY 21/22 costs are 
indicative, as is normal for this type of Business Case. The points below highlight some specific areas 
of uncertainty that will be considered and addressed as part of the Detailed Business Case. 

Transition 
These sorts of change programmes inherently have a high degree of costing uncertainty, and a range 
of due diligence is needed to test implicit and explicit assumptions in due course. For example, it is 
possible there would be significant management of change costs associated with establishment of a 
new entity – current conditions / allowances may need to be paid out to be standardised, there may 
be redundancies, and there may be significant new recruitment required. Allowances have been 
made (in other transition costs) for establishment of new corporate systems (e.g. HR, Finance, ICT 
infrastructure) and these are subject to development of detailed requirements and selection of 
appropriate systems and tools. To address this unknown, a 10% contingency for the Option 3 
transition costs (excl IT) has been included.  

The costs of a new registry and associated ICT changes have been included in the model. These 
have been developed externally by Deloitte and agreed by Police ICT. These estimates provide an 
indicative estimate only and may change significantly based on assessment of technology / solution 
options, market testing and deployment approach. For the most part, “filling” the new registry with 
firearms data will happen over time as the regulated population interacts with the system, and no 
specific cost assumptions are included for a “one-off” data input effort or campaign. Data migration of 
firearms licence has been included. 

Non-Core Operational Costs 
These estimates have largely been based on benchmarks, which are known to vary even for similarly 
sized organisations. There is a broad assumption that a new entity (Option 3) will require relatively 
standard services and offerings, and there is a risk that this is not the case once detailed 
requirements are developed. 

Core Processes 
There are two key uncertainties relating to these costs, which are expected to impact any of the five 
Options more or less equally. 

• Police is currently working through a process to change its employment and commercial 
arrangements with Vetters. The estimated financial implications of the change will be 
quantified in the Detailed Business Case. 

• Development of a new registry and associated ICT investments will provide an opportunity to 
automate and simplify processes that are currently largely manual. These potential cost and 
processing efficiencies have not been sized or included in the indicative costs for this 
Business Case. These will be analysed as part of the Detailed Business Case. 
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As noted above, the fluctuations between FY 11/12 and FY 17/18 are due to seasonality of licence 
applications across ten-year periods.  The increases in Crown revenue in FY 17/18 and FY 18/19 
coincided with Police’s focus on modernising the operational service delivery across firearms 
requirements.  

There is an opportunity for the Government to review third party fees arrangements (cost recovery).  
Police are planning to provide advice to Government in relation to this. 

Overall affordability 

Option 5 is significantly more affordable than Option 3. It requires approximately $362.7 million 
additional funding from now to FY 30/31. 

In comparison, Option 3 requires approximately $473.1 million additional funding from now to FY 
30/31, an increase over Option 5 of $110.4 million. 

As an indication of scale, if the total new funding were spread across the approximately 250,000 
Licence Holders this would correspond to: 

• Option 3: $1,892 additional funding per Licence Holder 

• Option 5: $1,451 additional funding per Licence Holder. 

As noted above, the Police are planning to provide advice to Government in relation to potential 
changes in the third-party fees arrangements (cost recovery). The above amounts are not meant to be 
indicative of what fees will be.  

 

Conclusion 
This Indicative Business Case has provided financial estimates of costs and associated funding 
requirements. There are inherent uncertainties in the estimates and figures presented, and these will 
be addressed further through a Detailed Business Case expected to be completed by early FY 21/22. 

Whether Option 3 or Option 5 is selected, significant additional funding will be required, and the 
tagged contingency that had been set aside will not be sufficient to provide for the ongoing costs of 
effective operations. 
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The Management Case 

Introduction 
The Management Case outlines implementation requirements for two options (Option 3 and Option 5) 
since both are credible options and final selection depends on the Governments’ priorities for arms 
regulation, available funding and risk appetite.  

For each option, the Management Case: 

• Provides an overview of the option, including a high-level delivery model and an outline of 
core functions.  

• Outlines the governance arrangements for implementing the option.  

• Outlines a high-level delivery plan.  

• Identifies key implementation considerations.  

Investment decision process from here 
This Business Case seeks a decision between Option 3 and Option 5, which will have a significant 
impact on how the transition from the current state to the desired option is managed and progresses. 
In addition to this Business Case: 

• The Police will submit a Cabinet Paper requesting draw-down from tagged contingency. 

• The Police will submit a Cabinet Paper with advice on cost recovery options. 

• A Detailed Business Case will be developed for either Option 3 or Option 5. 

The Detailed Business Case will further develop the implementation requirements outlined in this 
Management Case, incorporate ICT solution and investment requirements, and provide greater 
certainty on costs. Alongside the suite of Cabinet Papers, it will provide for a final decision on Options 
and outline a detailed implementation plan.  

Licensing service demand fluctuations over the ten year licensing cycle has impacts on the staff 
profile required. The approach taken to address flexible staff to manage peaks in service will be 
different under each of the options. For example Police may have the ability to absorb some of the 
peaks across a larger service work force which would not be available under Option 3. The detailed 
analysis and design of this will be undertaken on the preferred option as part of the Detailed Business 
Case work. 

The Police is currently undertaking work to implement key legislative changes and improve the 
existing operating model. The indicative transition plans featured in this Management Case do not 
explicitly define the touchpoints and integration between the current improvement programme and 
changes prescribed by Options 3 and 5. When a decision is made to implement either Option 3 or 
Option 5, it will be necessary to carefully integrate the current improvement programme and the 
transition plan, to ensure alignment and avoid duplication of effort.  

Management considerations for Option 3  
This section of the Management Case explores the management considerations for Option 3: 
establishing and transitioning to a new Crown Agent.  

Overview of the option  

The new Crown Agent would operate independently from the Police, with core functions centralised 
as much as possible. A nationwide workforce would carry out face to face interactions, such as 
inspections, audits and licensing interviews.   

An independent board would be accountable to the Minister for the Agent’s performance and 
responsible for appointing a Chief Executive. The Minister would receive independent advice from the 
Minister’s Arms Advisory Group, as stipulated by recent Arms Act amendments.  

The Police would continue to play a significant role in the arms system through the policy advice and 
oversight functions, day-to-day policing and assisting the regulator to safely manage high-risk 
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scenarios. Key regulatory processes involving both the Police and the Crown Agent include high-risk 
arms seizures and the management and holding of arms. A detailed view of regulatory processes 
under Option 3, including touchpoints between the Police and the Crown Agent, are included in 
Appendix IV.  

The governance, advisory and delivery arrangements are outlined below in Figure .  

 

The indicative functional groupings expected within the Crown Agent are outlined in Figure . The 
activities and capabilities associated with each function are outlined on the following page in Table  
The table also indicates whether existing Police workforce could be transitioned to fulfil some of the 
core functions. Notably the policy and oversight functions remain with Police and are not transitioned 
to the new Crown Agent. A detailed view of the Crown Agent’s functions and associated processes, 
inputs, outputs, key features and touchpoints between the Agent and the Police is included in 
Appendix V. 

 
 

Figure 11: The governance, advisory and delivery arrangements for Option 3 

Figure 12: Crown Agent (and Police) functional organisation chart for arms regulation 
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Project governance  

Clear governance mechanisms are required to oversee the establishment of a Crown Agent. A Project 
Management Office (PMO) would be responsible for day-to-day management of the Crown Agent 
establishment and transition process. A Governance Board would oversee the PMO. The description, 
scope and capabilities of the PMO and Governance Board are outlined at Table . There is an 
opportunity to appoint the Crown Agent’s independent board early to undertake the role of the 
Governance Board, see  

 
Figure 13: Crown Agent establishment and transition timeline  

Key considerations.  
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Additional work would be required to implement the arms registry and digital interface for licensing. 
The detailed operating model design would need to be developed hand in hand with the registry and 
interface. Further discussion of the arms registry and digital interface development is included in the 
Key considerations section. 

 
Figure 13: Crown Agent establishment and transition timeline  

Key considerations  

Below are several establishment and transition considerations that would need further exploration at 
the Detailed Business Case stage.  

• Police involvement. The establishment and transition delivery plan and cost model assume 
the Police would have significant involvement throughout. This is due to the integration 
requirements, institutional and technical knowledge requirements, potential impact on Police 
operations, and likelihood of parts of the Police workforce transitioning to the Crown Agent. 

• Legislation timeline. The timeframe for amending the Arms Act and creating legislation to 
establish a new Crown Agent is estimated to last 18 months. Notable amendments may 
garner public and judicial attention, such as enabling the transfer of private information 
between the Agent and the Police. Any delays to the reform timeline would impact the Crown 
Agent delivery timeline. Ultimately, the establishment of an Agent is reliant on successful 
Royal Assent of legislation. 

• Detailed Business Case. A Detailed Business Case will be required to further develop the 
content and costings provided within this Business Case and present detailed operating 
model design, including the registry.  

• Early appointment of the Crown Agent’s independent board. An independent board 
would oversee the Crown Agent and appoint a Chief Executive. Early appointment of the 
board to oversee the establishment and transition process should be considered. It would be 
beneficial to use individuals to oversee the process who have a vested interest in the ongoing 
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success of the Agent. The independent board could act as the project Governance Board, 
outlined in the Project governance section.  

• Early appointment of key personnel. When selecting the workforce responsible for 
designing and establishing the Crown Agent, workstream leads could be appointed on the 
basis that their tenure would continue in a senior leadership or management role once the 
Agent has been established.   

• Leveraging the existing workforce. There is an opportunity to transition groups within the 
existing workforce from the Police to the Crown Agent, which should be explored at the 
Detailed Business Case stage. For example, presently there are approximately 195 vetters 
nationwide currently supporting District-based arms regulation. The Police is in the process of 
transitioning the vetters from a contracting arrangement to a permanent staffing arrangement, 
which may impact the nature of transition from the Police to a Crown Agent (e.g. the 
employee agreements will need to be novated).  

Some of the operational processes included in Appendix IV involve vetters seizing arms in 
low-risk situations. This would reduce the amount of Police involvement, double-handing and 
cost of some operational processes where there is no actual or perceived risk. However, 
vetters do not presently have authority to seize arms. Comprehensive training would be 
required to enable vetters to carry out the full suite of arms regulatory operational processes 
(excluding high-risk scenarios). This opportunity should be further explored as part of 
operational process analysis at the Detailed Business Case stage.  

• Location and office space requirements.  The majority the Agent’s regulatory functions 
would operate centrally. Specific functions requiring face to face interactions would be tasked 
to a nationwide, regionally based workforce20 (see Appendix IV for operational and support 
process maps, including handoffs between the central and regional workforce and 
touchpoints with the Police). The Agent would require office space in a central location, 
opportunities to co-locate with other government entities should be explored at the Detailed 
Business Case stage.  

The regional office space and storage requirements depend on the detailed design of 
operational processes. There are opportunities to co-locate with District Police Offices and 
utilise shared storage space for arms management purposes. Alternately, processes could be 
designed to enable a completely mobile workforce that utilises mobile storage units and uses 
Police storage space for more permanent arms storage.  

Further operational process analysis is required to identify detailed workforce, office space, 
storage, fleet and equipment requirements. Additionally, the new status of vetters as either 
permanent employees will have an impact on the Agent’s ability to build a fully mobile 
workforce. The Agent may have additional health and safety responsibilities if the vetters 
were permanent employees. These considerations should be explored at the Detailed 
Business Case stage.  

Management considerations for Option 5  
This section of the Management Case explores the management considerations for Option 5: 
regulatory functions (Arms Act administration) and policy advice and oversight functions are delivered 
by the Police in a branded business unit. The Government may choose to select this option as it 
requires less funding and has a lower risk profile.  

Overview of the option 

Arms regulatory delivery would occur in a branded business unit within the Police. The improvement 
programme already underway will need to be strengthened and enhanced (scope and resource 
increase) so that it can deliver the new operating model. Key aspects of the current improvement 
programme are already well-aligned with the recommended new operating model, such as increasing 
the capability and scope of central functions. An updated programme plan that fully aligns with the 
new operating model implementation requirements should be developed by late 2020 / early 2021. 

 
20 Note the operating model and supporting operational processes created to design and cost Option 3 include a 

higher level of centralisation than the existing model. 
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Figure 15: Police functional organisation chart 

Part of the improvement programme involves increasing the amount of functions occurring centrally. 
Face to face interactions would be tasked to Districts and carried out by a mixture of constabulary and 
vetting staff.  

The Police Commissioner would be accountable to the Minister for the Police’s performance. The 
Minister would receive independent advice from the Minister’s Arms Advisory Group, as stipulated by 
recent Arms Act amendments.  

The governance, advisory and delivery arrangements are outlined below in Figure  

   

 

The functional groupings expected within the branded business unit, along with relevant services 
which would be shared with the wider Police organisation, are outlined below in Figure . The activities 
and capabilities associated with each function are outlined in Table . The detailed view of the 
functions and associated processes, inputs, outputs and key features included in Appendix V.  

 

 

Figure 14: Governance, advisory and delivery arrangements for Option 5 
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Figure 16: Police improvement programme timeline 

expected risk areas). 

Detailed Business 
Case 

• Development of detailed business case to summarise the detailed 
improvement programme and provide updated costs.  

Registry & ICT  • End-to-end design of the Registry and associated ICT. Developed 
hand-in-hand with the improvement programme initiatives.   

Table 25: Police improvement programme workstreams  
In alignment with the workstreams and key activities an indicative delivery timeline for the 
improvement programme is included below in Figure .   

Additional work would be required to implement the arms registry and digital interface for licensing. 
The detailed operating model design would need to include hand in hand development of the registry 
and interface, the dependency is included in the delivery timeline below.  

Key considerations  

• Detailed Business Case. A Detailed Business Case will be required to further develop the 
content and costings provided within this Business Case and present detailed operating 
model design, including the registry.  
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Evaluating the success of investment  
Given decisions are still to be made about which option best aligns with the Government’s risk 
appetite and available funding, and detailed design of the successful option is yet to occur, specific 
KPIs and benefits have not been developed as part of this Business Case.  

Specific KPIs and benefits should be developed in alignment with direction provided by Government 
on the preferred way forward. A benefits realisation plan should be developed, and benefits should be 
actively measured.  

The selected option should be reviewed two years from the ‘go-live’ date of the Crown Agent (Option 
3) or completion of the improvement programme within the Police (Option 5). In both options, this 
allows time for the arms regulatory actors and key stakeholders to fully experience the arrangements.  

As required by Cabinet Office Circular CO(19)622, this project will report back to Cabinet within 12 
months of the in-service date on the actual level of benefits achieved (compared with those outlined in 
the Cabinet-approved investment). 

 

 

 
22  https://dpmc.govt.nz/publications/co-19-6-investment-management-and-asset-performance-state-services 
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The Commercial Case  

The Commercial Case indicates the procurement requirements associated with the options presented 
in this Business Case. Further analysis is required once either Option 3 or 5 is selected, and detailed 
design identifies specific services, assets and staffing requirements.  

The Commercial Case:  

• Outlines the services and next steps required to progress the development of an arms registry 
and digital licensing interface. The technology platforms are required regardless of the option 
selected.  

• Indicates the services, assets and permanent staff required to establish a new Crown Agent 
(Option 3).  

• Indicates the services, assets and permanent staff required to improve the existing regulatory 
functions within the Police (Option 5).  

• Briefly outlines the available approaches for procuring specialist services, contractors and 
recruiting permanent staff.   

A Detailed Business Case will be developed to present a detailed Commercial Case once a decision 
is made to implement either Option 3 or Option 5, and detailed operating model design has been 
completed to outline the services and assets required to deliver Option.  

Commercial considerations for Option 3 

Specialist services  
The following specialist services would be required to assist constabulary and civilian Police staff to 
design and establish the Crown Agent: 

• Project management specialists, who would work with a member of Constabulary to form 
the Project Management Office and oversee the project.  

• Operating model design specialists, who would work with constabulary and civilian Police 
staff to create a detailed functional model for the Crown Agent.  

• Technology system specialists, who would work with constabulary and civilian Police staff 
to create detailed requirements for the Crown Agent’s IT systems, including the registry.  

• Business change specialists, who would work with constabulary and civilian Police staff to 
identify the expected impact of change, and design and manage a transition plan.  

The Police may choose to recruit contractors or consultants to fulfil these roles depending on its 
available capabilities. As discussed in the Management Case, there is an opportunity to select 
contractors to support the workstreams, and transition into permanent roles within the established 
Crown Agent.  

 
Property and assets  
As discussed in the Management Case, the Crown Agent would require office space and equipment 
for its centralised functions. There may be opportunities to share office space with other public entities 
(through a rental arrangement), rather than procuring new office space and equipment.  

There may be an opportunity to form an agreement with the Police and use a small amount of space 
in District Offices to house the regional workforce. Alternately, if a mobile arrangement were possible, 
the Crown Agent might provide the regional workforce with vehicles, secure transportable storage 
units and IT equipment. In this instance, the Agent would need to agree a storage arrangement with 
the Police so that arms seized by the regional workforce could be safely stored. 

Technology  
The Crown Agent would require the following systems to support regulatory and corporate processes:  

• Core IT systems. 
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Commercial considerations for Option 5  

Specialist services  
The following specialist services would be required to assist the Police to deliver the improvement 
programme:  

• Operating model transformation specialists, who would work with the Police to design and 
implement the proposed enhancements within the improvement programme.   

• Risk and analytics specialists, who would work with the Police to design and implement the 
proposed enhancements to the data and risk analytics regulatory function.    

• Technology system specialists, who would work with constabulary and civilian Police staff 
to create detailed requirements for the registry.  

• Business change specialists, who would work with the Police to implement improvements 
across the organisation.  

The Police may choose to procure contractors or consultants to fulfil these roles depending on its 
available capabilities. 

Additional permanent staff  
The Police would need to recruit the following capabilities to deliver the data and risk analytics 
enhancements proposed in the improvement programme:  

• Risk analysis.  

• Predictive analysis and insights.  

• Data management. 

Procurement approach  

At this stage, specialist services, contractors and staff are the only certain elements requiring 
procurement under Options 3 and 5. A detailed procurement analysis should be completed at the 
Detailed Business Case stage.  

The following approaches have been identified for the procurement of specialist services and 
contractors: 

• An open competitive process. This approach may be appropriate if services of significant 
value are required, and the Police is seeking to explore various suppliers and retain 
competitive tension between suppliers within the selection process.  

• A closed competitive process. This approach may be appropriate if the services required fall 
under a specific value and do not require open advertisement. The Police can select a small 
cohort of suppliers that meet specific requirements to respond to the opportunity. A degree of 
competitive tension would be retained since more than one supplier would provide a proposal. 

• Direct sourcing. The Police can select a supplier directly using the All of Government (AoG) 
Panel for specific specialist services. Specific AoG requirements will be applicable. 
Alternately, the police will be able to directly select a suitable supplier if services fall under a 
specific value, and do not require an open or closed procurement process. Direct sourcing 
avoids often time-consuming procurement processes.  

Finally, permanent staff and contractors may be recruited to fulfil key roles outlined in the 
Commercial Case, such as PMO roles.   
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 Appendices 
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Appendix I  
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Appendix II 
The Five Operating Models, and the Benefits and Risks of Each  
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Appendix IV 

Option 3: Operational Processes (Crown Agent/Police) 
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Option 5: Operational Processes (Police) 
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Function 

Processes 

Inputs 

Outputs 

Key features 

GOVERNANCE 

Performance reporting (from a 'monitoring' perspective, and to the general public). 

Governance reports (performance). 

Monitors system performance. 

Implements accountability mechanism when required. 

Centralised. 

Net new forum. 

Adjustments to existing management arrangements to enhance governance is required. 
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CORPORATE SERVICES 

HR lifecycle management. 

Finance lifecycle management. 

IT lifecycle management. 

Asset and facilities lifecycle management. 

Human Resource support. 

Finance support (organisational invoicing, payroll). 

IT (general support). 

Assets and Facilities Management. 

Centralised, some district based services (facilities management). 

Leverages existing corporate services. 

Indicative Business else 
■
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