


BRIEFING FOR MINISTERS WITH POWER TO ACT 

Regulatory settings for the buy-back scheme 

Purpose 

1. This paper seeks agreement to the regulatory settings for the proposed buy-back 
scheme that will support amendments to the Arms Act 1983. 

Background 

2. The Arms (Prohibited Firearms, Magazines, and Parts) Amendment Act 2019 
implemented the new prohibitions and accompanying amnesty. It also created a 
regulation-making power to establish a compensation scheme for prohibited firearms, 
prohibited parts and prohibited high-capacity magazines, and the establishment of 
different compensation levels for different persons or licence holders  

3. The Prime Minister, the Deputy Prime Minister, the Ministers of Finance, Police, Justice 
and Defence have the Power to Act to make decisions on the development of a buy-
back initiative [CAB-19-MIN-0105]. 

4. In April 2019,1 you agreed some policy settings for the buy-back, including that: 

• the purpose of the buy-back is to get as many prohibited semi-automatic firearms 
out of the community as possible 

• the buy-back will cover lawfully held (at 21 March 2019) prohibited firearms, 
prohibited high-capacity magazines, and prohibited parts, excluding those 
aftermarket parts that are interchangeable with other firearms that are not 
prohibited 

• the buy-back will not cover unlawfully acquired property, items which are not 
prohibited, licence holders who apply for and receive an endorsement to possess 
that prohibited item 

• the buy-back would run for 6 months from the date of price announcement, 
aligning with the amnesty period. 

5. You agreed to seek independent advice on: 

• he pricing approach and development of pricing schedules 

• settings for compensation for unique or higher value items outside the price list 

6. Police undertook to provide further advice on compensation for dealers. 

7. A tabulated summary of the independent advice (commissioned from KPMG in April) is 
enclosed. This provides a range of options for pricing approaches and price lists for 
prohibited items. KPMG’s full report will accompany the proposed Cabinet Paper. 

1 [BR/19/34 and BR/19/36] 
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Pricing approach for individual firearms 

Options for setting price 

8. The regulations need to describe the approach to determining the price of prohibited 
items. This ensures the approach is transparent to firearms owners, and mitigates risk 
of litigation by making it clear how value has been determined. 

9. KPMG has provided the following pricing options: 

a. Single value: 

1. Zero compensation per firearm 

2. Single price per firearm regardless of make model or type 

3. Five categories of firearms types with a fixed price for each category 

b. Make and model valuation 

1. Single price point per firearm based on common groups of types or brands 

2. Single price point per firearm in a detailed catalogue listing makes, models and 
types of firearms 

3. Apply a 50% reduction to the prices in the detailed catalogue 

4. Depreciation-based pricing at 20% per year until 0 at 5 years (tax depreciation 
rate) 

c. Condition-based valuation 

1a. Apply a condition-based adjustment to the detailed price catalogue with five 
price points 

1b. Apply a condition-based adjustment to the detailed price catalogue with three 
price points 

2. Multiple US price points per firearm based on external condition (apply to either 
simplified or detailed catalogue) 

10. A table outlining these options with assessment of each option against a list of criteria 
and an indication of fiscal implications is attached at Appendix 1. 

11. KPMG states that the price list they have developed reflects what New Zealand 
firearms experts believe is a fair market value as at 30 April 2019 for a firearm of a 
typical type in the typical condition that you might see in the market, and what an 
owner might typically spend to replace a firearm of any type. It could be expected that 
prices paid for firearms under the buy-back reflect the value as at approximately 
March 2019 prior to the ban. 
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Modification of firearms 

33. We propose that regulations allow for compensation for the cost of modification to a 
firearm where its capacity is permanently reduced to lawful limits.  Firearms able to be 
modified include those with integral tubular magazines greater than 10 rounds or greater 
than five rounds for shotguns.  We recommend this is included for both the individual 
and dealer buy-back. 

34. We understand that it costs between $250-$300 for a gunsmith to carry out this type of 
modification. Allowing the modification of firearms will make them lawful, enable people 
to retain them, and reduce the cost of the buy-back (although by how much is difficult 
to estimate given the uncertainty around the number of prohibited firearms). This 
supports the purpose of the buy-back to get prohibited weapons out of circulation and 
engenders more goodwill from firearms owners by giving them more options for 
surrendering their firearms. 

35. We propose regulations enable a person to take their firearm to a gunsmith for 
permanent modification and that proof of modification be provided to Police. The gun 
owner would be reimbursed for the cost of modification, up to the value of $300. There 
is an option to only compensate for the cost of modification for any firearm capable of 
being modified, though this option would likely be perceived as unfair by firearms 
owners, and it may be preferable to offer it as a choice. This approach would also 
maximise the number of firearms taken out of circulation. 

Prohibited parts 

36. Ministers agreed to pay for prohibited parts on 8 April 2019 [BR/19/36]. Police 
recommended compensation for prohibited parts on the basis that these were no longer 
able to be possessed as a result of the new legislation, and that it would support the 
public safety objective of getting semi-automatic firearms out of circulation, given the 
ease with which firearms can be modified with a single part. 

37. Police recommended that at a minimum, prohibited high-capacity magazines be 
included due to public safety risk.3 We would still advocate for this if the decision to 
compensate for prohibited parts is revisited. This position is reflected in the KPMG 
advice. 

38. KPMG notes that the componentisation of modern firearms (in particular MSSA’s) 
creates a risk of ‘asset-stripping’ from firearms owners, seeking to hand in parts to 
receive more compensation than the whole firearm on its own. It also notes that paying 
for parts could significantly increase the cost of the buy-back and the complexity of the 
handling process at hand-in. The advice presents an option of not paying for parts under 
the assumption that owners will want to remain within the law so will hand them in and 
will already be receiving compensation for their firearms. 

39. The unknown number of prohibited parts makes it difficult to provide a cost estimate for 
but we expect it would significantly increase the cost of the buy-back.4  

3 BR/19/34 estimated $2-17 million at a cap of 1 magazine per firearm. 
4 BR/19/34 estimated an increase of $31.33 million - $99.22 million if parts/accessories were compensated 
for, however a separate costing for parts has not been completed due to the number of unknowns. 
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Police is not proposing to promote police stations as channels for surrendering firearms, 
for safety and practical reasons. Use of dealers would further reduce the safety risk of 
concentration at stations or community collection points. 

46. Paying dealers an administrative fee for acting as a collection point recognises the 
impact on their business of processing and storing a surrendered firearm, and will 
incentivise more dealers to support the buy-back. Police would privately contract with 
appropriate retail dealers who have adequate facilities to handle volumes of firearms. 
Regulations will specify the information Police requires dealers to collect to process the 
transaction so that Police do not have to contact the owner to request further 
information. 

47. Police estimates that processing a firearm at a collection point would take two staff 
approximately half an hour, at a cost of approximately $50. The below options are 
proposed for compensating dealers: 

• $75 (estimated cost + a loading fee to recognise administrative costs such as 
collecting information, storage and insurance) 

• $50 (estimated cost) 

• $25 (portion of estimated cost) 

• no administration fee. 

48. The proposed options have not taken into account if dealers are required to conduct an 
assessment of condition when the firearm is handed in. Feedback from dealers 
indicates they would not want to be involved in assessing condition of firearms due to 
the risk of perceived unfairness by their customers, and may lead to an unwillingness 
to participate. It may be possible to do some assessment of condition based on the 
photographs taken of the prohibited item when it is handed in to the dealer which 
wouldn’t require the dealer to undertake this assessment. Should Ministers agree to 
dealers receiving an administration fee this would be by way of a contract with Police 
and would be separate to the regulations. 

49. Police has estimated that the cost of paying dealers a $50 fee per buy-back application 
(one per licence holder) could be up to $6.22 million, assuming half of all licence-holders 
present to dealers. 

Options for dealer compensation 

50. Police provided provisional advice to the Minister of Police on compensation for licensed 
dealers on 15 May 2019. The first policy decision is whether to compensate dealers. 
We recommend that government does compensate dealers to support the underlying 
purpose of getting as many prohibited semi-automatic firearms out of the community as 
possible, and in recognition that some dealers are holding stock which is now prohibited 
but was not prohibited at the time of purchase. 

51. Not compensating dealers, or providing a level of compensation perceived as 
unreasonable, could carry risk including: 
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• lengthy and costly civil litigation  

• loss of confidence in government by the firearms community 

• dealers becoming unwilling to assist in the buy-back process (receiving 
surrendered firearms and associated administration) 

• dealers not willing to partner alongside Police in the ongoing administration of the 
Arms Act and losing goodwill in relation to the broader firearm reform programme. 

52. Compensation for stock held is consistent with the provision in the Act which allows 
regulations to exclude economic, consequential or business loss. This should be 
consistent with the scope of the individual buy-back; lawfully acquired prohibited items 
purchased prior to 21 March 2019. 

53. Dealers making a compensation claim would be required to make only one claim which:  

• demonstrates that they have taken reasonable steps to eturn their stock to an 
overseas supplier 

• proves their losses through producing records of their cost price and any direct 
additional cost such as freight but excluding fixed value overheads such as rent 
etc. This would also ensures that items were not purchased by a dealer after 21 
March 2019; and  

• demonstrates that reasonable steps were taken to mitigate further losses,6 such 
as cancelling import orders not yet shipped. 

54. Police has considered the following criteria in developing options for dealer 
compensation: 

• operational simplic ty 

• fairness and effectiveness in meeting business costs 

• impact on willingness of dealers to engage as partners in the buy-back scheme 
and broader firearm reforms 

• risk of litigation. 

55. There are several options for dealer (retailer/wholesaler/importer) compensation: 

• stock at wholesale price including or excluding freight (and other actual proven 
costs associated with the stock but excluding sunk costs or business overheads 
like storage or insurance) 

6 This is consistent with compensation arrangements under section 162A of the Biosecurity Act 1993 which 
provides that in certain circumstances where a person or business is entitled to compensation, reasonable 
steps must have been taken to mitigate any ongoing losses. 
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69. Police recommends that dealer compensation is managed in parallel with that of 
individual firearms owners. It is expected that dealers, especially smaller businesses, 
will want compensation as early as possible, for business cash flow reasons. For 
example, an importer may have borrowed to import a shipment of firearms and other 
items that became banned before they had the ability to sell the stock to retail dealers.  

70. It is also a good faith measure to compensate dealers at the same time as individuals. 
In particular this would support the constructive role dealers are being invited to take to 
support Police in receiving surrendered weapons during the buy-back. 

71. We note that dealers must surrender prohibited items and cannot retain them for sale 
to exempt persons because the new regime for supplying to exempt persons is not yet 
in place. 

72. We recommend a final date is set by which time claims must be submitted. We 
recommend this is 6 months after the Regulations are in place, which aligns with the 
individual buy-back.  

Financial implications 

73. There is limited information on the likely scale of compensation to dealers. This advice 
is based on the compensation being for those dealers who sell firearms. We understand 
these are approximately a quarter of licensed dealers in New Zealand. We do not have 
any information on what proportion of stock, if any, is likely to be able to be returned to 
suppliers. 

74. A relatively small number of dealers do the majority of importing. Some are importer-
wholesalers who supply to retail dealers and do their own online sales. Others, including 
the largest retailer, import direct for sale. Limited market analysis suggests that 
wholesalers apply around 45% mark up, and retail dealers apply around another 30%. 
Therefore if compensation is based on price paid, the level of compensation for the 
same item will depend on where in the supply chain the item is held in stock. 

75. We have estimated a range of $2.6 million to $9.0 million for compensation for newly 
banned firearms, parts and magazines held by dealers, depending which option 
Ministers prefer  This range reflects the lower and upper limits across the options: 

• Stock at retail price 

• Stock at wholesale price plus a nominal percentage 

• Stock at wholesale price including or excluding freight.  

76. This work has been undertaken without extensive engagement and limited consultation 
with a small number of affected parties relating to estimated volume and value of 
prohibited stock currently held. This limits the ‘auditing’ of the range of costs inherent in 
the system, leading to the need to undertake high level estimates. Police considers that 
the limited information available means that the figures are likely to be on the lower end 
of estimates. 
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77. Stock holdings will vary between dealers. Many will be small operators not holding 
much stock, if any. However, medium size and large scale importers and dealers will 
require considerable Police resource to manage applications for compensation. 

78. The administration costs relating to compensation, but not including surrender itself, 
covers Police time and independent agency costs relating to: inspecting and verifying 
stock being surrendered, assessment of the claim, including financial records, quality 
assurance, payment and audit processes. 

79. The financial implications of administering the buy-back and amnesty for dealers are 
not yet known. Police is working to develop an estimate of these costs. 

Dispute resolution 

80. We propose to use the existing provision in section 63 of the Arms Act which provides 
for appeal to a District Court Judge in respect of compensation. Section 64 provides 
the standard second appeal on points of law only to the High Court. These provisions 
apply to the buy-back generally, and we think that they will achieve the objective of 
public confidence in the scheme as well as natural justice  

Tax and GST implications 

81. Police is working with Inland Revenue to develop a ruling relating to the GST 
implications of GST registered entities seeking compensation through the firearms buy-
back. This ruling will apply to individuals as well as dealers.  

Financial implications 

82. KPMG has estimated the cost of compensating for prohibited firearms using a condition-
based price and a weighted average is between $75 to $233 million, with a mid point of 
$131 million. Police estimated in April that if only newly banned firearms are 
compensated for, it could cost between $48 million and $149 million. We also estimated 
that if prohibited parts or accessories on firearms are compensated for, it could increase 
the cost between $31 to $99 million, taking this estimate to between $79 million and 
$249 million.  

83. It is difficult to provide a further estimate of the cost for prohibited parts given the 
uncertainty over the numbers which may be covered by the buy-back. We estimated a 
range of $2-$17 million for high-capacity magazines at a cap of 1 per firearm. We have 
estimated a range of $2.6 million to $9.0 million for compensation for newly banned 
firearms, parts and magazines held by dealers, depending which option Ministers 
prefer. This estimate has been done with limited consultation with a small number of 
dealers in relation to estimated prohibited stock currently held and is likely to be at the 
low end of an estimate range. 

84. Police is still working through the cost implications of administering the buy-back 
scheme. 

Communications  

85. Police instigated a national mass media campaign following the Arms Act Amendment 
Bill coming into force in April. The mass media advertising campaign is integrated 
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across a number of channels, including digital advertising, radio, social media, and print 
advertising. Police is also leveraging communications channels with key firearms 
stakeholders.  

86. A national strategic communications and stakeholder engagement strategy has been 
developed, and copies shared with your office on 14 May. Police is engaging with 
firearms stakeholders, in addition to Police staff to ensure Districts are well-prepared for 
the amnesty and buy-back period.  

87. Police’s Public Affairs team will be in touch with your office regarding the buy-back 
announcement and communication support you may require. 

88. Subject to your agreeing the role of dealers in the buy-back scheme, Police would like 
confirmation as to when it can initiate negotiation for contracts with appropriate dealers. 
Police recognises you may prefer such negotiations to begin following Ministerial 
announcement regarding the buy-back scheme. 

Consultation 

89. Some agencies including the Ministry of Business, Innovation and Employment, 
Customs, Inland Revenue, have been consulted on parts of the advice relating to 
dealers. Portions of this paper relating to the independent advice has not been shared 
with agencies except for the Treasury. 

Treasury Comment  

90. As identified in the KPMG advice, Ministers will need to balance a range of different 
factors in deciding on an appropriate approach to the buy-back. Treasury considers the 
KPMG advice puts disproportionate weight on firearm owners’ perception of value in 
order to maximise compliance  and insufficient weight on fairness to taxpayers. The 
advice does not provide any evidence to justify the assumption that price and 
compliance are highly correla ed. We expect that many firearm owners will comply with 
the law, irrespective of the compensation paid.   

91. KPMG’s advice that firearms do not significantly depreciate indicates there is not an 
effective second-hand market in operation, either because there is limited trade in 
second-hand firearms or supply issues with certain types of new firearms. We therefore 
consider that using KPMG’s option of paying its estimate of “market” price to be 
inappropriate. It also disregards the fact that there is now not a legal market for such 
weapons in New Zealand. Notwithstanding this, Treasury’s considers using KPMG’s 
detailed pricing catalogue as a base for the pricing approach is a useful way of 
demonstrating fairness to firearm owners, but that Ministers should choose an option 
that discounts the catalogue prices on the basis of not accepting the assumption that 
firearms do not significantly depreciate.  

92. While the depreciation-based pricing option developed by KPMG has some attraction 
in that it is based on what the Government considers fair and reasonable for business 
tax depreciation purposes, it is unlikely to be perceived as fair by firearm owners as no 
compensation would be paid for a firearm more than five years old. On balance, 
Treasury agrees with Police that the best option presented is the detailed price 
catalogue with a discount based on three tiers of assessed condition. We consider 
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discounting for condition is likely to be more reflective of a market price in a normal 
functioning market and reflects that firearm owners have enjoyed some use of the 
firearms. Ministers have the option of adjusting the 95%, 70% and 20% discount factors 
recommended by KPMG if they consider the pricing tiers do not balance the key criteria 
sufficiently.  

93. While acknowledging the considerable uncertainty associated with the costings, 
Treasury considers the weighted average costs calculated by KPMG to be the most 
appropriate indicator of costs. The option recommended by Police and Treasury 
therefore has an estimated cost range of $75 - $233 million, with a mid-point of $131 
million. These costs are for the firearm buy-back only and decisions taken on parts, 
dealer compensation, and administration fees for collection will be in addition to this 
cost. Adding Police’s initial estimates of parts and dealer compensation costs would 
increase the overall cost of this buy-back option (excluding administration fees) to $109 
- $341 million if all prohibited parts are included and  $80 - $259 million if only high-
capacity magazines are included.      

94. Treasury also agrees with Police that paying for modification of firearms is warranted 
as this is likely to reduce the overall cost of the buy-back scheme, and we are also 
supportive of the proposed compensation scheme for dealers.       

95. Treasury has concerns about the potential cost of compensation for parts. It is 
supportive of paying compensation for prohibited high-capacity magazines but it does 
not support paying compensation for a wider range of parts given the potential cost and 
incentives for asset-stripping.  

Next steps 

96. Confirmation of decisions is required from Ministers by 29 May to issue final drafting 
instructions to PCO, to have regulations drafted and lodged on 13 June for the Cabinet 
meeting on 17 June.  

  

16 
 

PROACTIVE R
ELE

ASE



BRIEFING FOR MINISTERS WITH POWER TO ACT 

 

Recommendations  

It is recommended that Ministers with Power to Act: 

Previously agreed settings 

a) note the purpose of the buy-back is to get as many prohibited firearms 
out of the community as possible 

 

b) note that you have agreed the buy-back will cover lawfully acquired 
prohibited firearms, prohibited parts and prohibited high-capacity 
magazines 

c) note that prohibited parts includes those as defined in the Act but 
exclude those ‘aftermarket’ parts that are interchangeable with other 
firearms that are not prohibited 

 

d) note you have agreed the buy-back will not cover unlawfully acquired 
property or prohibited items which are lawfully held under an exemption  

 

e) note that you agreed to receive independent advice on the pricing 
approach and price list and these are enclosed and outlined in 
recommendations (f)-(h) below 

 

Pricing approach 

f) agree the pricing approach for prohibited firearms will be: 

a. A1. Zero compensation per firearm; OR 

b. A2. Single price per firearm regardless of make model or type; 
OR 

c. A3. Five price categories based on the type of firearm; OR 

d. B1. Single price point per firearm based on common groups of 
types or brands; OR 

e. B2. Single price point per firearm in a detailed catalogue listing 
makes, models and types of firearms; OR 

g) agree to use the detailed catalogue in (e) as the base price list which 
takes into consideration advice received on fair market value and what 
an owner might spend to replace that type of firearm at March 2019; 
AND 

a. B3. Apply a 50% reduction to the price list; OR 

Yes/No 

 

 

 

 

 

 

 

Yes/No 
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b. B4. Depreciation-based pricing at 20% per year until 0 at 5 years 
(tax depreciation rate); OR 

c. C1a. Apply a condition-based adjustment to the price list (five 
price points); OR 

d. C1b. [PREFERRED] Apply a condition-based adjustment to the 
price list (three price points); OR 

e. C2. Multiple US price points per firearm based on external 
condition applied to the price list 

h) agree if a condition-based approach is preferred, to use the three 
condition categories recommended in the enclosed independent advice: 

a. near-new condition: 95% of base price 

b. used condition: 70% of base price 

c. poor condition: 25% of base price 

Yes/No 

i) agree to use the base price list provided by KPMG for prohibited parts 
and prohibited high-capacity magazines and app y a used condition 
adjustment of 70% of the base price in the list for prohibited parts and 
magazines and 25% of the base price in the list for prohibited parts and 
magazines in poor condition; 

j) agree that there will be a separate compensation option that will cover 
costs of modification of firearms which are capable of being modified, 
with agreement of the owner, to permanently reduce their capacity to 
make them not prohibited firearms: 

k) agree that compensation paid in relation to firearms capable of being 
permanently modified, either that: 

a. there will be compensation will be paid for the price of the firearm 
in the list capable of being modified if the owner does not want it 
to be modified and surrenders the firearm to Police; OR 

b. compensation paid is not more than the cost of modification of 
the firearm up to a maximum of $300 

l) agree that owners of exceptional prohibited items may apply to the 
Commissioner for valuation and the following criteria must be met: 

a. the item is a lawfully acquired prohibited item; AND 

b. the item is not already on the price list; OR 

Yes/No 

 

 

 

Yes/No 

 

 

Yes/No 

 

 

 

 

 

Yes/No 
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c. the item is substantively different from the model on the price list 
because it has been modified, is an antique or is otherwise 
exceptional; AND 

d. this has increased the value by at least 30% above the base 
price list or above the price caps recommended by KPMG 

m) note that the regulations will enable price lists to be updated to add 
new prohibited items 

n) agree that owners will be charged a fee to access valuation, similar to 
the cost of getting the prohibited item valued privately 

o) note that this fee is intended to limit the cost associated with vexatious 
claims 

 

 

 

 

 

 

 

Yes/No 

 

Dealers compensation 

p) agree that licenced dealers may claim compensation for lawfully 
acquired prohibited firearms, prohibited magazines and prohibited parts 
that is stock in hand or under the control of Customs or Police, 
purchased or ordered before 21 March 2019 

q) agree the regulations will specify that compensation would not account 
for economic, consequential, business loss 

Yes/No 

 

 

Yes/No 

r) agree that dealer claimants must produce records of what they paid for 
the prohibited items when making a claim for compensation 

Yes/No 

s) agree that claimants must demonstrate that they took reasonable steps 
in order to mitigate any losses, in particular that they cancelled import 
orders not yet shipped, and attempted to return items to the supplier 

Yes/No 

t) agree that claimants be permitted to make only one compensation 
claim, unless there are extenuating circumstances 

Yes/No 

u) note that the Minister of Police will receive advice on the delegated 
financial authority for making payments 

 

v) agree that the claimant must accept the offer of compensation before 
the compensation is paid 

Yes/No 

w) agree that the pricing approach for compensation is 
a. Stock at full retail price   OR 
b. Stock at import or wholesale price, plus 10%  OR 
c. Stock at import or wholesale price, including freight (and other 

direct costs associated with the stock but excluding overhead 
costs)  OR 

Yes/No 
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d. Stock at import or wholesale price, excluding freight   

x) agree that second hand and trade-in items may be compensated for at 
price paid (no higher than the price list) or the price in the base list 
(where no records of price are held or it is not transparent)  

Yes/No 

y) agree that where imported stock is returned to a supplier at a 
discounted rate, that compensation will be paid for the difference 
between the price paid and the discounted price refunded by the 
supplier, as well as freight costs incurred re-exporting to the supplier 

Yes/No 

z) agree that applications for compensation to dealers will fit with the 
general buy-back timeframe, concluding six months after the 
Regulations are in place 

Yes/No 

Use of dealers as collection agents 

aa) agree that dealers who are contracted by Police as a collection agent 
may receive an administration fee per successful buy-back application 
(one application per licence-holder), of: 

a. $75; OR 
b. $50; OR 
c. $25; OR 
d. $0 

bb) indicate whether Police may begin contracting appropriate dealers 
following confirmation of the decisions in this paper and ahead of the 
compensation regulations being announced 

Yes/No 

 

 

 

 

Yes/No 

Next steps 

cc) note decisions from Ministers are required by 29 May 2019 in order for 
Regulations to be approved by Cabinet on 17 June 

 

dd) authorise officials to issue drafting instructions to PCO for Regulations 
to implement decisions made in this paper 

Yes/No 

ee) note this will enable announcements of the buy-back by 21 June and 
the end date will be 20/21 December 2019 

 

Financial implications 

ff) note the estimated cost of compensating for prohibited firearms based 
on the independent advice using a weighted average is between $75 
million to $233 million. 
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gg) note the estimated cost of compensating dealers for prohibited items 
held as stock is estimated to be between $2.4 to $9.0 million at a 
minimum but that this is considered a low estimate based on limited 
data 

 

hh) note that it has not been possible to fully estimate the potential costs 
of compensating for prohibited parts and prohibited high capacity 
magazines, but initial estimates were between $2 to $17 million at 1 
magazine per prohibited firearm, and that parts could increase the cost 
of the buy-back between $31.33 - $99.22 million 

 

ii) note Police has estimated that the cost of paying dealers a $50 fee per 
buy-back application could be up to $6.22 million, assuming half of all 
licence-holders present to dealers. 

 

 

 

 

Ministers’ comments and signature  Ministers  comments and signature 

 

 

 

 

………………………………      /      / 2019 ……………………………    /     / 2019 

Rt Hon Jacinda Ardern   Rt Hon Winston Peters 
Prime Minister     Deputy Prime Minister 

 

Ministers’ comments and signature  Ministers’ comments and signature 

 

 

 

 

………………………………      /      / 2019 ……………………………    /     / 2019 

Hon Grant Robertson    Hon Andrew Little 
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Minister of Finance     Minister of Justice 

 

Ministers’ comments and signature  Ministers’ comments and signature 

 

 

 

 

………………………………      /      / 2019 ……………………………    /     / 2019 

Hon Stuart Nash     Hon Ron Mark 
Minister of Police     Minister of Defence
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Firearms Buy-Back Pricing 
24 May 2019 

Document Classification – KPMG Confidential: Commercial-in-Confidence 20 

Appendix C: long list of pricing options 
The table in Appendix C provides a summarised description of pricing options that could be considered. 

Data Sources 

The data in the pricing options table is based on the following sources: 

— Firearms volume data provided by NZ Police

— Assumptions previously made by NZ Police relating to the proportion of rifles and shotguns that are now prohibited

— Indicative firearms volume data provided by an NZ firearms retailer – this provided a distribution ‘shape’ of the relative number of firearms at different price points

— The base price list of firearms contained in Appendix A

‘Overall Cost’ Assumptions 

One of the challenges in determining the overall cost of the buy-back is a lack of data relating to the actual firearms that are in public ownership. Even major firearms retailers 
have only been able to provide highly indicative data about the volume of firearms in public ownership at different price points. In addition, it is not known what proportion of 
rifles and shotguns that are in public ownership are now prohibited. 

We have therefore provided two comparative sets of estimates that indicate the ‘Overall Cost’ of the buy-back: 

i. Based on 75th Percentile Valuation: The first column is the more conser ative estimate of ‘Overall Cost’. Because there is no detailed firearms volume data, we
developed ‘Overall Cost’ estimates using the 75th percentile value of all firearms listed in the base price list. This assumes an average firearm value of approx.
$4,331.

ii. Based on Weighted Average Valuation: The second column pro ides a view on ‘Overall Cost’ that reflects an approximated distribution of firearms volumes
across different price points. Data provided by an NZ retailer offered a high-level indication that there are more firearms of lower value in public ownership than at
higher values. Based on this data, and applying it to the base price list, we estimated that the average value of firearms could be approx. $1,920.

The Best Case, Mid Case and Worst Case ‘Overall Cost’ estimates are based on the following firearms volumes and levels of prohibition: 

Best Case Mid Case Worst Case 
MSSAs  
Approx stock 14,286 

100%  
of overa  stock classed as prohibited 

100%  
of overall stock classed as prohibited 

100%  
of overall stock classed as prohibited 

Rifles 
Approx stock 758,811 

5%  
of overall stock classed as prohibited 

10%  
of overall stock classed as prohibited 

20%  
of overall stock classed as prohibited 

Shotguns 
Approx stock 379,405 

1%  
of overall stock classed as prohibited 

2%  
of overall stock classed as prohibited 

2%  
of overall stock classed as prohibited 

Note that ‘Overall Cost’ estimates are based on mean values of firearms and do not take into account the actual mix of firearms in public ownership. These estimates also 
assume that all prohibited firearms are redeemed. Note that the ‘Overall Cost’ figures do not include any firearms that are referred to the Exceptions Panel and do not include 
the cost of parts. 
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Appendix E: candidate three-tier grading system 
A three-tier grading system could be implemented with much broader condition bands than used in the five-tier system 
described in Appendix D. 

A three-tier grading system offers straightforward implementation to NZ Police than the five-tier model. It is likely that 
its broader condition bands would allow NZ Police to make more rapid evaluations.   

In its application, a three-tier grading system would also use NRA-style categories (like the five-tier model) but would 
group them in broader ranges, as follows: 

1. Near-New Condition: These are firearms that have seen little to no use and have been maintained to a high
standard by their owners. It would be hard to determine if the firearms was brand new or had been fired a few
times before. Most of the firearms in this category would either be collector items or purchased in the last 5
years and not been used.

RBP: 95% of base price point. Most firearms of this quality would sell for their original sales price, regardless of
the fact they are technically ‘second hand’.

Expected number of total firearms: 5%-10%

2. Used Condition: These firearms are ones that have seen some-to-regular use but still operate as effectively as
a new firearm due to the fact it has been well maintained by ts owner. These firearms will display some
superficial wear and tear but not to the extent that it interf res with the safe and comfortable operation of the
firearm.

RBP: 70% of base price point. Most firearms of this quality still sell at a high price due to the fact their
operation effectiveness is no noticeably lower than that of one in near new condition.

Expected number of total firearms: 70%-80%

3. Poor Condition: These firearms are inoperable or in a condition where their operation is not safe or
comfortable.  Firearms will display significant wear on key areas that will impact performance. Corrosion and
pitting will be seen throughout the firearm. Work from a gunsmith or replacement parts would normally be
required to restore firearm to a safe level of operation. The most common cause of a firearm being in this
condition would be either an impactful event or low levels of maintenance.

RBP: 25% of base price point. Firearms in this condition are normally brought by dears to strip for parts.

Expected number of total firearms: 15%-20%

However, having a broader range of firearm conditions valued at single price may cause greater dissatisfaction from 
owners. It is likely that a greater proportion of owners will believe that their firearm is under-valued using this model and 
that this could increase the levels of referral to the Exceptions Panel. 

It is not uncommon for a firearm to be purchased and then not used for a year or two after purchase. Many firearms will 
fire few as 8 to 20 rounds per year, unless used for sporting activities. There is very little reduction in performance 
based on a rifles age. On average it takes about 10,000 rounds fired to start seeing a drop in performance. However a 
lack of regular maintenance (cleaning and oiling) will cause the relatively rapid onset of degradation. The degradation of a 
firearm is also greatly impacted by brand and model. For example, a high quality brand firearm that is well maintained 
will be in better condition after 15 years and 10,000 rounds fired than a far newer lower quality brand that has been 
poorly maintained.  
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